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OVERVIEW OF OPERATING COSTS 1 

 2 

Operating Costs 3 

The operating costs presented in this Exhibit represent the annual expenditures required to 4 

sustain LUIΩs distribution operations.  LUI Ŧƻƭƭƻǿǎ ǘƘŜ h9.Ωǎ !ŎŎƻǳƴǘƛƴƎ tǊƻŎŜŘǳǊŜǎ IŀƴŘōƻƻƪ 5 

όǘƘŜ ά!tIέύ ƛƴ ŘƛǎǘƛƴƎǳƛǎƘƛƴƎ ǿƻǊƪ ǇŜǊŦƻǊƳŜŘ ōŜǘǿŜŜƴ ƻǇŜǊŀǘƛƻƴǎ ŀƴŘ ƳŀƛƴǘŜƴŀƴŎŜΦ  ! 6 

summary of LUI Ωs operating costs for 2008 Board Approved, 2008 Actual, 2009 Actual, 2010 7 

Actual, 2011 Bridge Year and the 2012 Test Year in accordance with the Filing Requirements, is 8 

provided in Table 1.1 below. A summary of the variances as required by the Filing Requirements 9 

is provided in Tables 1.2 through 1.6. 10 

Table 4.0 Summary of OM&A Expenses 11 

 12 

Description 2008 Board Approved 2008 Actual 2009 Actual 2010 Actual 2011 Bridge Year 2012 Test Year

Operations 620,871$                         617,177$            505,675$            415,821$            579,609$               879,396$            

Maintenance 104,107$                         77,337$              139,615$            225,312$            306,219$               391,786$            

Billing &Collecting 428,844$                         440,285$            407,715$            425,479$            501,542$               500,298$            

Community Relations 19,767$                           8,053$                4,705-$                13,355$              13,927$                  14,345$              

Administrative & General Expense 921,831$                         741,765$            806,924$            1,019,724$        1,047,829$            1,281,489$        

Total OMN&A 2,095,420$                     1,884,617$        1,855,224$        2,099,690$        2,449,126$            3,067,314$        

Year by Year Increase -0.02 -1.58% 11.64% 14.27% 20.15%

Compound Annual Growth Rate from 2008 

Approved 10%

Compound Annual Growth Rate from 2008 

Actual 13%

Inflation Rate Canada CPI 2.4% 0.3% 1.8% 3.0% 3.0%

Summary of OM&A Expenses

13 
 14 

*2011 and 2012 Inflation Rate of 3.0% based on average between January ς June 2011 Canada CPI from 15 
www.statcan.gc.ca and http://www.bankofcanada.ca/ 16 
 17 

 18 

 19 

 20 

http://www.statcan.gc.ca/
http://www.bankofcanada.ca/
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Table 4.1 Summary OM&A Expense Variances 2008 Approved vs. 2008 Actual 1 

 2 

Description 2008 Approved 2008 Actual Variance $ Variance %

Operations $620,871 $617,177 -$3,694 -0.6%

Maintenance $104,107 $77,337 -$26,770 -25.7%

Billing & Collecting $428,844 $440,285 $11,441 2.7%

Community Relations $19,767 $8,053 -$11,714 -59.3%

Administrative & General Expense $921,831 $741,765 -$180,066 -19.5%

Total OM&A Expense $2,095,420 $1,884,617 -$210,803 -10.1%

OM&A: 2008 Approved vs. 2008 Actual

3 
 4 

 5 

Table 4.2 Summary OM&A Expense Variances 2008 Actual vs. 2009 Actual 6 

Description 2008 Actual 2009 Actual Variance $ Variance %

Operations $617,177 $505,675 -$111,502 -18.1%

Maintenance $77,337 $139,615 $62,278 80.5%

Billing & Collecting $440,285 $407,715 -$32,570 -7.4%

Community Relations $8,053 -$4,705 -$12,758 -158.4%

Administrative & General Expense $741,765 $806,924 $65,158 8.8%

Total OM&A Expense $1,884,617 $1,855,224 -$29,394 -1.6%

OM&A: 2008 Actual vs. 2009 Actual

 7 

 8 

Table 4.3 Summary OM&A Expense Variances 2009 Actual vs. 2010 Actual 9 

 10 

Description 2010 Actual 2011 Bridge Variance $ Variance %

Operations $415,821 $579,609 $163,788 39.4%

Maintenance $225,312 $306,219 $80,907 35.9%

Billing & Collecting $425,479 $501,542 $76,063 17.9%

Community Relations $13,355 $13,927 $572 4.3%

Administrative & General Expense $1,019,724 $1,047,829 $28,105 2.8%

Total OM&A Expense $2,099,690 $2,449,126 $349,436 16.6%

OM&A: 2010 Actual vs. 2011 Bridge Year

Required Total OM&A Comparison %

Test Year versus 2009 Actual 7.3%

Test Year versus 2008 Actual -7.5%

Test Year versus 2008 Approved 14.4%

Simple average variance % for all actual years 1.4%

Compound annual growth rate for actual years 0.9%

 11 
 12 

 13 

 14 
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Table 4.4 Summary OM&A Expense Variances 2010 Actual vs. 2011 Bridge Year 1 

Description 2010 Actual 2011 Bridge Variance $ Variance %

Operations $415,821 $579,609 $163,788 39.4%

Maintenance $225,312 $306,219 $80,907 35.9%

Billing & Collecting $425,479 $501,542 $76,063 17.9%

Community Relations $13,355 $13,927 $572 4.3%

Administrative & General Expense $1,019,724 $1,047,829 $28,105 2.8%

Total OM&A Expense $2,099,690 $2,449,126 $349,436 16.6%

OM&A: 2010 Actual vs. 2011 Bridge Year

 2 

 3 

Table 4.5 Summary OM&A Expense Variances 2011 Bridge Year vs. 2012 Test Year 4 

Description 2011 Bridge 2012 Test Variance $ Variance %

Operations $579,609 $879,396 $299,787 51.7%

Maintenance $306,219 $391,786 $85,567 27.9%

Billing & Collecting $501,542 $500,298 -$1,244 -0.2%

Community Relations $13,927 $14,345 $418 3.0%

Administrative & General Expense $1,047,829 $1,281,489 $233,660 22.3%

Total OM&A Expense $2,449,126 $3,067,314 $618,188 25.2%

OM&A: 2011 Bridge Year vs. 2012 Test Year

 5 

 6 

 7 

 8 

Table 4.6 Additional Total OM&A Expense Comparative Information Table   9 

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% 10 

 11 

 12 

 13 

For comparison purposes LUI has provided Table 4.7 which compares the cost per customer of 14 

LUI to the LDCs in its top 20 cohort which are comparable in population served customer size as 15 
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indicated by the 2008 PEG report.  The operating, maintenance and administrative expenses 1 

and customer records are pulled from the reported figures in the 2010 OEB Yearbook.  The 2 

2010 OM&A Expenses includes taxes other than income whereas the analysis above does not 3 

include taxes, however once the above tables include taxes all reports are equaling.  4 

 5 

 6 

Table 4.7 ς Cost per Customer Comparison 7 

 8 

Comparable Utilities
Lakefront 

Utilities

Hydro 

Hawkesbury 

Inc.

Renfrew 

Hydro Inc.

Parry Sound 

Power 

Corporation

E.L.K Energy 

Inc.

Norfolk 

Power 

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 415,821$        75,104$           206,387$      198,937$      236,550$      1,106,741$    

Maintenance 225,312$        131,509$         145,465$      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$           -$              -$              31,759$        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$                9 

 10 

Detailed information with respect to OM&A costs and variances, arranged by USoA account, is 11 

provided in this Exhibit 4.  12 

The variance used to determine the OM&A accounts requiring analysis has been prescribed by 13 

the Filing Requirements as 0.5% ƻŦ ŘƛǎǘǊƛōǳǘƛƻƴ ǊŜǾŜƴǳŜ ŦƻǊ ŘƛǎǘǊƛōǳǘƻǊΩǎ ǿƛǘƘ ŘƛǎǘǊƛōǳǘƛƻƴ 14 

revenue less than or equal to $10 million. LUI has a revenue requirement less than $ 10 million 15 

and is required to use $50,000 as the default materiality threshold. As the threshold will not 16 

always capture all variances needing explanation LUI will provide additional analysis to the 17 

accounts that require input and forecast explanation. 18 
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Table 4.8   Materiality Threshold 1 

 2 

Description 2008 Actual 2008 Board Approved 2009 Actual 2010 Actual 2011 Bridge Year 2012 Fwd Test Year

Distribution Revenue Requirement $3,717,998 $3,985,246 $4,005,725 $4,010,859 $3,966,786 $4,725,887

Materiality (Below $10M) $18,590 $19,926 $20,029 $20,054 $19,834 $23,629  3 

As indicated in Table 4.8 the lowest materiality limit during the past 4 years is 4 

$ $18,590  for LUI.  To ensure a thorough analysis LUI has provided analysis of all 5 

variances greater than $20,000, or as mentioned above, to the accounts requiring further 6 

analysis explanation where there may be question.    7 

OM&A COSTS 8 

OM&A costs in this Exhibit represent LUIΩǎ integrated set of asset maintenance and customer 9 

service activity to meet public and employee safety objectives; to comply with the Distribution 10 

System Code; environmental requirements and government direction; and to maintain 11 

distribution business service quality and reliability at targeted performance levels.  OM&A costs 12 

also include costs to provide services to customers connected to LUIΩs distribution system, and 13 

meeting ǘƘŜ ǊŜǉǳƛǊŜƳŜƴǘǎ ƻŦ ǘƘŜ h9.Ωǎ {ǘŀƴŘŀǊŘ {ǳǇǇƭȅ {ŜǊǾƛŎŜ /ƻŘŜ ŀƴŘ wŜǘŀƛƭ {ŜǘǘƭŜƳŜƴǘ 14 

Code. 15 

The proposed OM&A cost expenditures for the 2012 Test Year are the result of a business 16 

planning and work prioritization process that ensures that the most appropriate, cost effective 17 

solutions are put in place. LUI strives to make sound and efficient business decisions while 18 

maintaining perspective for opportunities in the future. 19 

LUI is proposing recovery of 2012 Test Year OM&A costs, excluding amortization, PILs and 20 

interest totaling $ 3,067,314 .  Including the amount of $ 49,542                   taxes other than 21 

income taxes the total distribution expenses LUI is proposing to recovery for 2012 Test Year  22 
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is $ 3,116,856             .  Please see the chart for break down of the OM&A expenses for 2012 1 

Test Year.  2 

879,396                

391,786                

500,298                

14,345                  

1,281,489             

49,542                  

3,116,856             

23,056,611           

26,173,467           

3,926,020             

WORKING CAPITAL ALLOWANCE FOR 2012

Community Relations

Administrative and General Expenses

Taxes Other than Income Taxes

Less: Capital Taxes within 6105

Distribution Expenses

Distribution Expenses - Operation

Distribution Expenses - Maintenance

Billing and Collecting

Working Capital Allowance rate of 15%

Total Eligible Distribution Expenses

Power Supply Expenses

Total Working Capital Expenses

 3 

 4 

OM&A BUDGETING PROCESS USED BY LUI 5 

 6 

The operating budget is prepared annually by management and is reviewed and approved by 7 

[¦LΩǎ Board of Directors.  The budget is prepared before the start of each fiscal year, and 8 

provides an initial plan and mapping against which actual results may be evaluated.  Once 9 

approved the budget is only revised if a material change in plan is required.  10 

Operating Work plans 11 

The Department Managers provide input for the preparation of the departmental budget.  The 12 

following directives are provided to each manager and director: 13 

¶ Outside expenses for all department budgets are built using previous year actual, 14 

current year forecast and current year budget as the base; 15 

¶ Significant variances in spending from prior years must be explained and documented; 16 
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¶ Review the headcount of the department for accuracy and outline any changes; 1 

¶ Accounting prepares a total labour budget by department using projected wage and 2 

benefit cost.  Overtime and account distribution are based on previous years actual plus 3 

any identified changes for the future year;  4 

 5 

Income Tax, Large Corporation Tax and Ontario Capital Taxes 6 

 7 

LUI is subject to the payment of PILs under Section 93 of the Electricity Act, 1998, as amended.  8 

The Applicant does not pay Section 89 proxy taxes, and is exempt from the payment of income 9 

and capital taxes under the Income Tax Act (Canada) and the Ontario Corporations Tax Act.  10 

Please refer to Exhibit 4, Appendix C for further tax calculations and a copy of the 2010 Federal 11 

T2 return.   12 

 13 

DEPARTMENTAL AND CORPORATE OM&A ACTIVITIES 14 

 15 

Operations and Maintenance 16 

 17 

The expenses for this department include all costs relating to the operation (5000-5095) 18 

and maintenance (5105-рмфрύ ƻŦ [¦LΩǎ ŜƭŜŎǘǊƛŎŀƭ ǎȅǎǘŜƳΦ ¢Ƙƛǎ ƛƴŎƭǳŘŜǎ ōƻǘƘ ŘƛǊŜŎǘ ƭŀōƻur 19 

costs and non-capital material spending to support both scheduled and reactive 20 

maintenance events.  In addition, costs are allocated from support departments to cover 21 

the costs of Labour Burden, Technical Services and Stores in the most cost efficient 22 

manner.  [¦LΩǎ ƳŀƛƴǘŜƴŀƴŎŜ ǎǘǊŀǘŜƎȅ ƛǎΣ ǘƻ ǘƘŜ ŜȄǘŜƴǘ ǇƻǎǎƛōƭŜΣ to minimize reactive and 23 

emergency-type work through an effective planned maintenance program (including 24 

predictive and preventative actions).  25 
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[¦LΩǎ ŎǳǎǘƻƳŜǊ ǊŜǎǇƻƴǎƛǾŜƴŜǎǎ ŀƴŘ ǎȅǎǘŜƳ ǊŜƭƛŀōƛƭƛǘȅ ŀǊŜ ƳƻƴƛǘƻǊŜŘ ŀƴŘ ŘƻŎǳƳŜƴǘŜŘ 1 

continually to ensure that LULΩǎ ƳŀƛƴǘŜƴŀƴŎŜ ǎǘǊŀǘŜƎȅ ƛǎ ŜŦŦŜŎǘƛǾŜΦ  ¢Ƙƛǎ ŜŦŦƻǊǘ ƛǎ 2 

ŎƻƻǊŘƛƴŀǘŜŘ ǿƛǘƘ [¦LΩǎ ƻƴƎƻƛƴƎ ŎŀǇƛǘŀƭ ǇǊƻƧŜŎǘ ǿƻǊƪ ǎƻ ǘƘŀǘ ǿƘŜƴ ƳŀƛƴǘŜƴŀƴŎŜ ǇǊƻƎǊŀƳǎ 3 

identify capital upgrades LUI can adjust its capital spending priorities accordingly.  4 

Predictive Maintenance 5 

 6 

Predictive maintenance activities involve the testing of elements of the LUI distribution 7 

system.  These activities include infrared thermography testing, transformer oil analysis, 8 

planned visual equipment inspections, and pole testing.  These evaluation tools are all 9 

administered using a grid system with appropriate frequency levels. Evaluation is 10 

performed using a cyclical maintenance cycle of all areas that LUI preserves.  Any 11 

identified deficiencies found are prioritized and addressed within a suitable time frame.    12 

Preventative Maintenance 13 

 14 

Preventative maintenance activities include inspection, servicing, repair of network 15 

components and regularly scheduled tree trimming.  This includes overhead and pad-16 

mounted load break switch maintenance and regular inspection and repair of substation 17 

components and ancillary equipment.  The work is scheduled based on the frequency of 18 

use and a combination of time and condition based methodologies.  For tree trimming, 19 

[¦LΩǎ ŘƛǎǘǊƛōǳǘƛƻƴ ǎŜǊǾƛŎŜ ǘŜǊǊƛǘƻǊȅ ƛǎ ŘƛǾƛŘŜŘ ƛƴǘƻ 3 quadrants.  Each quadrant is trimmed 20 

on a three year schedule.  21 

Emergency Maintenance 22 

 23 

Emergency Maintenance includes unexpected system repairs to the electrical distribution 24 

system that must be addressed immediately.  The costs include those related to repairs 25 

caused by storm damage, equipment failure, emergency tree trimming and on-call 26 

premiums.  LUI maintains an outage data base and constantly evaluates the outage data 27 
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to adapt its predictive and preventative maintenance actions.  The ultimate objective is to 1 

prevent or greatly reduce the requirement for emergency maintenance.  An answering 2 

ǎŜǊǾƛŎŜ ŎƻƳǇŀƴȅ Ƙŀǎ ōŜŜƴ ŎƻƴǘǊŀŎǘŜŘ ǘƻ ŎƻƴǘŀŎǘ άǎǘŀƴŘōȅέ ƭƛƴŜǇŜǊǎƻƴ ŀƴŘ ǎǳǇŜǊǾƛǎƻǊȅ 3 

staff in the event of service problems outside of normal business hours. 4 

Service Work 5 

 6 

The majority of costs related to this work pertain to service upgrades requested by 7 

customers, and requests to provide safety coverage for work (overhead line cover ups).  8 

This includes service disconnections and reconnections by LUI for all service classes; 9 

assisting pre-approved contractors; the making of final connections after Electrical Safety 10 

!ǳǘƘƻǊƛǘȅ όά9{!έύ ƛƴǎǇŜŎǘƛƻƴ ŦƻǊ ǎŜǊǾƛŎŜ ǳǇƎǊŀŘŜǎΤ ŀƴŘ ŎƘŀƴƎŜǎ ƻŦ ǎŜǊǾƛŎŜ ƭƻŎŀǘƛƻƴǎΦ 11 

Network Control Operations 12 

 13 

LUI is in the process of installing a SCADA (Supervisory Control and Data Acquisition) 14 

system in its 27.6kV stations and at its wholesale metering points. Communication and 15 

Network operating costs are to be charged to account 5085.  16 

Metering 17 

 18 

The LUI metering department is responsible for the installation, testing, and 19 

commissioning of all new and existing simple and complex metering installations.  Testing 20 

of complex metering installations ensures the accuracy of the installation and verifies 21 

meter multipliers for billing purposes. 22 

Metering is aŎŎƻǳƴǘŀōƭŜ ŦƻǊ ǎƳŀǊǘ ƳŜǘŜǊ ǇǊƻŎŜǎǎŜǎ ǘƘŀǘ ŜƴǎǳǊŜ [¦LΩǎ ǎƳŀǊǘ ƳŜǘŜǊ ǎȅǎǘŜƳ 23 

is performing as required and that the meters are measuring accurately and 24 

communicating daily with the IESO. ²ƛǘƘ ǘƘŜ ƛƴǎǘŀƭƭŀǘƛƻƴ ƻŦ {ƳŀǊǘ aŜǘŜǊǎΣ [¦LΩǎ 25 

operational expenses include MDMR, AMI and ODI costs.  26 
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Revenue Protection is another key activity performed by Metering, by proactively 1 

investigating potential diversion and theft of power.   Metering is developing processes 2 

using the smart meter system to compare the totalized consumptions of the electric 3 

services connected to the distribution transformer with the consumption recorded at the 4 

distribution transformer. 5 

Substation Services 6 

 7 

{ǳōǎǘŀǘƛƻƴ ǎŜǊǾƛŎŜǎ ŀŎǘƛǾƛǘƛŜǎ ŀŘŘǊŜǎǎ ǘƘŜ ƳŀƛƴǘŜƴŀƴŎŜ ƻŦ ŀƭƭ ŜǉǳƛǇƳŜƴǘ ŀǘ [¦LΩǎ т 8 

substations.  This includes both labour costs and non-capital material spending to support 9 

both scheduled and emergency maintenance events.  As with the maintenance activities, 10 

[¦LΩǎ ǎǳōǎǘŀǘƛƻƴ ƳŀƛƴǘŜƴŀƴŎŜ ǎǘǊŀǘŜƎȅ ŦƻŎǳǎŜǎ ƻƴ ƳƛƴƛƳƛȊƛƴƎΣ ǘƻ ǘƘŜ ŜȄǘŜƴǘ ǇƻǎǎƛōƭŜΣ 11 

emergency-ǘȅǇŜ ǿƻǊƪ ōȅ ƛƳǇǊƻǾƛƴƎ ǘƘŜ ŜŦŦŜŎǘƛǾŜƴŜǎǎ ƻŦ [¦LΩǎ ǇƭŀƴƴŜŘ ƳŀƛƴǘŜƴŀƴŎŜ 12 

program (including predictive and preventative actions) for its substations. 13 

Technical Services Department 14 

 15 

In 2012 the Technical Services department will be responsible for keeping asset related 16 

Řŀǘŀ ǳǇ ǘƻ ŘŀǘŜ ƻƴ ŀƴ ŜƭŜŎǘǊƻƴƛŎ DŜƻƎǊŀǇƘƛŎ LƴŦƻǊƳŀǘƛƻƴ {ȅǎǘŜƳ όάDL{έύ ŀƴŘ ǇǊƻǇƻǎŜŘ 17 

Supervisory Control and Data Acquisition (SCADA).  The GIS system is used for asset 18 

management activities, troubleshooting system problems, delivering underground utility 19 

locating services for excavating contractors and for design and construction activities 20 

including new capital projects and customer connections.  Technical Services will also 21 

implement and manage the proposed SCADA system. Technical Services also delivers the 22 

designs for capital projects and provides distribution system asset information to many 23 

departments within LUI. Technical Services costs were allocated to operations, 24 

maintenance, capital, and Third Party receivable accounts based on total labour, truck and 25 

material costs.  A standard overhead percentage is set at the beginning of the year and 26 

adjusted if required to actual at year end.   27 
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Stores/Warehouse 1 

Stores area is shared duties of other departments and is accountable for managing the 2 

pǊƻŎǳǊŜƳŜƴǘΣ ŎƻƴǘǊƻƭΣ ŀƴŘ ƳƻǾŜƳŜƴǘ ƻŦ ƳŀǘŜǊƛŀƭǎ ǿƛǘƘƛƴ [¦LΩǎ operations.  This would 3 

include monitoring inventory levels, issuing material receipts, material issues, and 4 

material returns as required.   5 

Garage/Fleet 6 

This area is shared duties of other departments and assists with the maintenance and 7 

control of approximately 11 fleet vehicles.   Its objectives include keeping maintenance 8 

schedules to ensure vehicle reliability and safety, and the minimization of vehicle down 9 

time.  Vehicle costs are allocated to operations, maintenance, capital and Third Party 10 

receivable accounts based on number of hours used.  A standard hourly cost/hr is set for 11 

all vehicles within the fleet.  Costs are adjusted to actual at year end.    12 

 13 

Labour Burden/Health and Safety 14 

This department collects the cost of all employee benefits and payroll taxes such as EI, CPP, 15 

EHT, WSIB, and group insurances.  Costs are allocated to all departments based on direct 16 

labour.  An overhead rate is set at the beginning of each year and adjusted if required to actual 17 

at year end.   18 

In addition, the cost of Health and Safety is included in this department.  Costs include Health & 19 

Safety program supplies as well labour costs associated with safety meetings.  LUI is committed 20 

to maximizing productivity and reducing risk of injury by initiating health and safety measures 21 

ǘƘŀǘ ŦƻŎǳǎ ƻƴ ǇǊŜǾŜƴǘŀǘƛǾŜ ŀŎǘƛƻƴǎΦ  [¦LΩǎ ŎƻƳƳƛǘƳŜƴǘ ǘƻ ƘŜŀƭǘƘ ŀƴŘ ǎŀŦŜǘȅ ƛǎ ǎƛƎƴƛŦƛŎŀƴǘΣ ŀƴŘ 22 

involves documenting unsafe behaviors, monitoring conformance to established standards and 23 

policies, determining the effectiveness of safety training and monitoring the resolution of safety 24 

recommendations/audits; commitment to continuous improvement in training; and identifying 25 

and correcting root causes for system deficiencies.  LUI recently achieved the milestone of 26 
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380,000 hours without a loss-time incident and continues to record hours on its path to 1 

achieving its next health and safety milestone. LUI continuously enrolls its staff in training and 2 

development to keep consistency and ahead of a constantly changing work environment. LUI 3 

also pays close attention to its succession planning. 4 

 5 

Customer Service 6 

 7 

The Customer Service group is responsible for the customer care activities for the 8 

approximately 9,8лл ŎǳǎǘƻƳŜǊǎ ƛƴ [¦LΩǎ ǎŜǊǾƛŎŜ ŀǊŜŀΦ  ¢hese activities include meter 9 

reading TOU, billing enquiries, call center, collections, and other back office functions.  LUI 10 

aspires to achieve customer service excellence in its processes and customer programs.  11 

The costs associated with the Customer Service department are collected in accounts 12 

5305 to 5340. 13 

Meter Reading 14 

 15 

Meter reading services are contracted out to a non-affiliated third party under a service 16 

contract agreement.  On average the contractor reads approx. 5,000 electric service 17 

meters per month as of preparation of this application.  The current meter reading 18 

contract was negotiated in January 2011.  The agreement now operates as in the yearlong 19 

contractual terms. This cost is forecasted to dissipate following successful integration of 20 

the {ƳŀǊǘ aŜǘŜǊƛƴƎ ƛƴ [¦LΩǎ ŀǊŜŀΦ 21 

Billing 22 

 23 

LUI performs monthly and bi-monthly billings and issues approximately 68,000 electricity 24 

invoices annually to customers.  On average this total includes 135 final bills monthly for 25 

customers moving within or outside oŦ [¦LΩǎ ǎŜǊǾƛŎŜ ǘŜǊǊƛǘƻǊȅΦ  !ƴ ŀƴƴǳŀƭ ōƛƭƭƛƴƎ ǎŎƘŜŘǳƭŜ 26 

is created based on the meter reading schedule to ensure timely billing of services.  The 27 
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billing functions include the VEE processes; EBT and retailer settlement functions for over 1 

1,300 retailer accounts; account adjustments; processing meter changes; and other 2 

various account related field service orders and mailing services.  LUI offers customers a 3 

number of billing and payment options including walk-in counter service, arrears 4 

management, an equal payment plan and a preauthorized payment plan.   5 

Collections 6 

 7 

Collections involve a combination of activities, including the collection of overdue active 8 

accounts, security deposits and final bills for service termination.  In an effort to minimize 9 

credit losses, LUI enforces a prudent credit policy in accordance with the Distribution 10 

System Code.  Active overdue accounts are collected by in-house staff through notices, 11 

letters and direct telephone contact.  Final bill and inactive account collections are turned 12 

over to a collection agency after collection methods are exhausted.   13 

Community Relations 14 

 15 

LUI is committed to providing consumer information and responses, in a timely and 16 

proactive manner, on electricity distribution and related issues.  LUI maintains a presence 17 

in the communities it serves, where LUI staff is available to answer customer questions in 18 

a friendly environment. {ƛƴŎŜ [5/ǎ ŀǊŜ ǘƘŜ άŦŀŎŜ-to-the-ŎǳǎǘƻƳŜǊέ ŦƻǊ ǘƘŜ ŜƭŜŎǘǊƛŎƛǘȅ 19 

industry, LUI has an important role to play in educating the public about electricity safety 20 

and energy conservation. LUI participates actively in the prescribed OPA conservation and 21 

demand programs administering the majority of the programs utilizing LUI staff.  LUI is 22 

very active in the community promoting conservation initiatives, attending a number of 23 

community events each year and distributing energy conservation handouts and OPA 24 

coupons. These activities are expected to increase over the years to include Town Hall 25 

meetings for both transparency and the aggressive promotion and marketing of our CDM 26 

initiatives. 27 
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 1 

ADMINISTRATIVE AND GENERAL EXPENSES 2 

 3 

 4 

Administrative and general expenses include expenses incurred in connection with the general 5 

administration of the utility's operations.  Within LUI, the following functional areas are 6 

considered to be part of general administration and, as such, all expenses incurred within these 7 

functional areas are accounted for as administrative and general expenses: 8 

¶ Executive Management (5605); 9 

¶ Management Salaries and Expenses (5610); 10 

¶ Finance and Administrative Services (5615); 11 

 12 

Executive Salaries and Expenses:  5605  13 

This account includes expenses for Executive Management including salaries and related 14 

expenses.  Consistent with Section 2.7.4 of the June 12,2011  Ontario Energy Board Chapter 15 

Two of the Filing Requirements ǿƘƛŎƘ ǎǘŀǘŜǎΣ άWhere there are three or fewer employees in 16 

any category, the applicant should aggregate this category with the category to which it is most 17 

closely related. This higher level of aggregation should be continued, if required, to ensure that 18 

no category contains three or fewer employees.έ  [¦L Ƙŀǎ ŀƎƎǊŜƎŀǘŜŘ account 5605 with 19 

account 5615 and will show expenses and salaries in 5605 recorded into 5615. The expenses 20 

that are incurred in this account are solely for the directors fees. 21 

Management Salaries and Expenses: 5610 22 

This account incurs the expenses for Management including salaries and related expenses.  23 
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Administrative Services: 5615 1 

Administrative Services is comprised of several sub-accounts: Accounting/Finance, Corporate 2 

Administration and Personnel Administration. The Finance department is responsible for the 3 

preparation of statutory, management and Board of Directors financial reporting in accordance 4 

with CGAAP and OEB reporting requirements; all daily accounting functions, including accounts 5 

payable, accounts receivable, and general accounting; treasury functions including cash 6 

management, risk management, accounting systems and internal control processes; 7 

preparation of consolidated budgets and forecasts; and supporting tax PILS compliance.  The 8 

department is also responsible for all regulatory reporting and compliance with applicable 9 

codes and legislation governing LUI including development and preparation of rate filings, 10 

performance reporting, and compliance.   11 

The Corporate Administration and Personnel Administration department is responsible for 12 

providing support services required to operate an effective corporation as well as human 13 

resource-related support services.  14 

Expenses included in Administrative Services include salary and related payroll burdens 15 

associated with the Accounting Supervisor, Financial & Regulatory Analyst, Accounts Payable 16 

Clerk, Accounts Receivable Clerk, and the Administrative Assistant, as well as incidental 17 

expenses relating to corporate services support and human resource support.  18 

 19 

Outside Service Employed:  5630  20 

Outside Services Employed include, but are not limited to, consulting and professional fees of 21 

accountants and auditors, actuaries, legal services, public relations counsel and tax consultants. 22 

This also includes the supervision fees and expenses paid under contract by LUI for general 23 

management services. To the extent of the cost of professional services that can be assigned to 24 

a particular function, activity or account. This account does not include inspection or brokerage 25 

fees and commissions that are chargeable to other accounts in connection with security issues.    26 
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Employee Post-Retirement Benefits:  5645 1 

Employee Post-Retirement Benefits include annual expenses for post-retirement benefits 2 

provided to eligible LUI employees in accordance with company policy and as provided in the 3 

collective bargaining agreement between LUI and its union.  The annual expense and liability 4 

are determined in accordance with Section 3461 of the CICA Handbook and supported by an 5 

actuarial valuation that is completed every two to three years. LUI has engaged an external 6 

Ŏƻƴǎǳƭǘŀƴǘ ǘƻ ōŜƎƛƴ ǘƘŜ ǿƻǊƪ ǊŜǉǳƛǊŜŘ ǘƻ ǇǊŜǇŀǊŜ [¦LΩǎ ŀŎǘǳŀǊƛŀƭ ǾŀƭǳŀǘƛƻƴΦ  [¦LΩǎ next actuarial 7 

report expected to be completed early 2012, for the year end December 31, 2011.   8 

Regulatory Expenses:  5655 9 

Regulatory Expenses include those expenses incurred in connection with Decisions and Orders 10 

on Cost Awards for hearings, proceedings, technical sessions, and other matters before the OEB 11 

or other regulatory bodies, including annual assessment fees paid to a regulatory body.  Annual 12 

fees assessed by the OEB are included in this expenditure category.   13 

Maintenance of General Plant: 5675 14 

Expenses under Maintenance of General Plant include all costs of operating the service center 15 

and office building. These include items such as: building utility costs, maintenance & repairs to 16 

the office building, lawn care & snow removal, and burdened salaries for facilities personnel. 17 

9ƭŜŎǘǊƛŎŀƭ {ŀŦŜǘȅ !ǳǘƘƻǊƛǘȅ όά9{!έύΥ рсул 18 

9ȄǇŜƴǎŜǎ ǳƴŘŜǊ 9ƭŜŎǘǊƛŎŀƭ {ŀŦŜǘȅ !ǳǘƘƻǊƛǘȅ όά9{!έύ ŦŜŜǎ ƛƴŎƭǳŘŜ ŀƭƭ ŀƴƴǳŀƭ ŎƘŀǊƎŜǎ ŦǊƻƳ ǘƘŜ 9{! 19 

as well as annual audit expenses. Membership dues and other miscellaneous association fee 20 

costs are included in this account.  LUI is a member of the Electrical Distributor Association and 21 

the Cornerstone Hydro Electric Concepts.  CHEC has a membership of 12 small LDCs and 22 

ǘƘǊƻǳƎƘ [¦LΩǎ association with the CHEC group LUI has worked together to reduce costs, and 23 

share resources.  LUI has worked together on common Conditions of Service, Economic 24 

Evaluation process, Smart meter procurement, RFP for Collection Agency services and Audit 25 
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services, CDM programs, IESO and settlement issues, joint training sessions and the 1 

implementation of IFRS and the Cost of Service Rate Applications.  2 

LUI Account by Account Details 3 

 4 

Table 4.9 Detailed Account by Account Operation Expenses 5 

USoA Distribution Expenses  
2008 Board 

Approved

2008 Actual 2009 Actual 2010 Actual 2011 Bridge 2012  Test    

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 0

5012 Station Buildings and Fixtures 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 Distribution Station Equipment - Operation Labour 7,686 1,314 5,211 1,043 2,523 2,599

5017 Distribution Station Equipment - Operation Supplies and Expenses 41,527 63,084 21,690 4,151 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 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 - Operation 0 0 0 0 0 0

5055 Underground Distribution Transformers - Operation 0 0 0 0 0 0

5060 Street Lighting and Signal System Expense 0 0 0 0 0 0

5065 Meter Expense 0 0 0 0 15,202 31,316

5070 Customer Premises - Operation Labour 0 0 300 0 0 0

5075 Customer Premises - Materials and Expenses 0 0 0 0 0 77

5085 Miscellaneous Distribution Expense 2,216 607 7,921 4,424 4,556 4,693

5090 Underground Distribution Lines & Feeders-Rental Paid 0 0 0 0 0 0

5095 Overhead Distribution Lines and Feeders - Rental Paid 0 0 0 0 0 0

5096 Other Rent 0 0 0 0 0 0

TOTAL OPERATING EXPENSES 620,871 617,177 505,675 415,821 579,609 879,3966 
 7 
 8 
 9 
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 1 

Table 4.10 Detailed Account by Account Maintenance Expenses 2 

USoA Maintenance Expenses  
2008 Board 

Approved
2008 Actual 2009 Actual 2010 Actual 2011 Bridge 2012 Test    

5105 Maintenance Supervision and Engineering 0 0 0 0 34,875 52,313

5110 Maintenance of Buildings and Fixtures  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 3,124 3,033 8,375 36,678 40,570 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 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 0

5150 Maintenance of Underground Conductors and Devices 0 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 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 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 0

TOTAL MAINTENANCE EXPENSES 104,107 77,337 139,615 225,312 306,219 391,786  3 
 4 
 5 

Table 4.11 Detailed Account by Account Billing & Collecting Expenses 6 

USoA Billing & Collecting Expenses  
2008 Board 

Approved
2008 Actual 2009 Actual 2010 Actual 2011 Bridge 2012 Test    

5305 Supervision 0 0 0 0 0 0

5310 Meter Reading Expense 65,533 64,970 63,778 62,890 134,191 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 (17) 5 128 (17) 0 0

5330 Collection Charges 516 4,440 8,925 4,067 4,050 4,172

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

TOTAL BILLING & COLLECTING EXPENSES 428,844 440,285 407,715 425,479 501,542 500,298  7 
 8 
 9 
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Table 4.12 Detailed Account by Account Community Relations Expenses 1 

 2 

USoA Community Relations Expenses  Operation 
2008 Board 

Approved
2008 Actual 2009 Actual 2010 Actual 2011 Bridge 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  3 
 4 

 5 

Table 4.13 Detailed Account by Account General & Administrative Expenses 6 

USoA General & Administrative Expenses  
2008 Board 

Approved
2008 Actual 2009 Actual 2010 Actual 2011 Bridge 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 77,739 91,247 93,985 143,854

5620 Office Supplies and Expenses 93,931 77,736 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 27,066 27,878 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 33,127 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 2,450 40 0 830 855

5670 Rent 0 0 0 0 0 0

5675 Maintenance of General Plant 32,464 28,575 44,930 32,398 33,370 84,371

5680 Electrical Safety Authority Fees 27,588 29,704 40,600 53,616 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  7 
 8 
 9 
 10 
 11 
 12 
 13 
 14 
 15 
 16 
 17 
 18 
 19 
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 1 
 2 
 3 

VARIANCE ANALYSIS ON OM&A COSTS 4 

 5 

LUI has provided a detailed OM&A cost table covering the periods from 2008 Actual, 2008 6 

Board Approved, 2009 Actual, 2010 Actual, 2011 Bridge Year and 2012 Test Year including the 7 

variances year over year in Exhibit 4, Tables 4.1, 4.2, 4.3, 4.4, 4.5 and 4.6 above.  Before moving 8 

to a variance analysis for each account that exceeds the materiality threshold, a summary of 9 

total OM&A expenses is presented below in Table 4-16 along with an analysis of the total 10 

movement from 2008 Actual to 2012 Test Year. The operating budget is prepared annually by 11 

management and is reviewed and approved by the board of directors. 12 

 13 

Cost Drivers  Increases & Decreases 14 

 15 

LUI has identified the incremental OM&A cost drivers in the preparation of this application, 16 

which are detailed below in Table 4.14 Cost Driver Table. While there are many cost drivers, 17 

certain items are significant enough to warrant special comment based on the increases over 18 

timeΦ Lǘ ǎƘƻǳƭŘ ōŜ ƴƻǘŜŘ ǘƘŀǘ [¦LΩǎ Ŏƻǎǘ ŘǊƛǾŜǊǎ ƘŀǾŜ ŜȄŎŜŜŘŜŘ ǘƘŜ ŀŎǘǳŀƭ OM&A cost increases 19 

year over year and it is not possible for Table 4.14 ǘƻ ōŀƭŀƴŎŜ ŎƻƳǇƭŜǘŜƭȅ ŦƻǊ ŜŀŎƘ ȅŜŀǊΩǎ haϧ! 20 

without detailing every expense or credit. The variance has been identified in ǘƘŜ ΨhǘƘŜǊ !Ř IƻŎ 21 

LƴŎǊŜŀǎŜκ5ŜŎǊŜŀǎŜ wƻǿΩ ǘƻ ƳŀƪŜ ǿƘƻƭŜ ǘƘŜ ƻǇŜƴƛƴƎ ǘƻ ŎƭƻǎƛƴƎ ōŀƭŀƴŎŜǎ. Additional calculation 22 

on the row below represents the percentage over closing balance that this category contains. 23 

Successful efforts at cost containment have allowed LUI to keep its OM&A costs under control. 24 

 25 
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Table 4.14 Cost Driver Table 1 

2008 Actual vs. 

Approved
2009 Actual 2010 Actual 2011 Bridge 2012 Test

Cost Driver

Opening Balance 1,942,957.00$     1,884,617.34$   1,855,223.61$   2,099,690.21$   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 27,147.37 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) 27,247.00 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 (14,429.59) 14,925.00 16,078.28 4,379.10

I Legal Regulatory Fees 1,544.37 (33,701.53) (972.35) 1,414.72 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 3,111.91 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

O Other Ad Hoc Increase/ Decrease 147,473.05 9,358.72 34,049.19 100,916.95 208,483.66

% Over Closing Balance 7.8% 0.5% 1.6% 4.1% 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  2 

 3 

A) Inflation 4 

LUI has estimated inflationary increases for its OM&A budget at the rate of the yearly 5 

average posted CPI inflation. For the 2012 test year LUI used the average between January ς 6 

June 2011 Bridge year rates equaling 3.0% from the Canada CPI off the websites 7 

www.statcan.gc.ca and http://www.bankofcanada.ca/ to estimate the yearly increase due 8 

to inflation. For the purposes of this cost driver application, total OM&A has been 9 

calculated by the opening balance to identify how labour increases and costing increases 10 

have gradually driven expenses upwards based on economic progression. LUI did not input 11 

this inflation cost into the cost driver table as it found that the other variances would be 12 

http://www.statcan.gc.ca/
http://www.bankofcanada.ca/
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misapprehended due to inflation not being previously removed from the budget prior to the 1 

segregation of expenses used to construct the cost driver table.  2 

 3 

Year ς Average Inflation Rate ς Total Increase 4 

  2008 ς  2.4% ς     $46,630.97 5 

2009 ς  0.3% ς     $5,975.29 6 

   2010 ς  1.8% ς      $34,356.72 7 

    2011 ς  3.0% ς       $64,419.77 8 

    2012 ς  3.0% ς       $74,460.69 9 

 10 

LUI is materializing this cost as added increase within the OM&A budget since it is 11 

constructed in the actual figures however will not be representing inflation as a segregated 12 

cost. To predict the future expenses in OM&A LUI has taken the into consideration a 13 

conservative 3% increase for variance analysis below for the 2011 Bridge Year , and 2012 14 

Test Year forecasts. 15 

 16 

B) Third Party Services 17 

LUI utilizes a number of third party services for various activities including audit, legal, 18 

maintenance services, collection services, and disposal services. Individuals amounts 19 

fluctuate annually based on requirements each year. Full analysis below in the schedule 20 

for non-affiliate services including a summary of onetime expenses. Any 2012 expenses 21 

expected to occur on a one time only basis divided by four, and spread over the four 22 

year period. LUI also reviewed costs and reduced expenses for contractors, cleaners and 23 

elimination of certain expenses related to the meter reading of stranded meters.  24 

However it should be noted that the meter reading expenses are not eliminated 25 

entirely, LUI notices a shift in the allocation of these costs, with the addition of sync 26 

operators and smart meter uploads and monitoring.  LUI is aware that in order to keep 27 

rates low, LUI must ensure costs are controlled and minimized as much as possible. LUI 28 
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has taken every effort to do this in its procurement processes with a stringent policy of 1 

RFPs and tenders for any costs that are greater than twenty five thousand dollars. LUI is 2 

continuously making changes to better cut costs, and produce quality results and 3 

seeking out all opportunities for economies of scale and shared costs.   4 

C)Non-Union Wage Adjustments and Staffing Changes 5 

 6 

Non Union Wages allocated to OM&A accounts reflect inflationary and progressive wage 7 

ŀŘƧǳǎǘƳŜƴǘǎ ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ [¦LΩǎ aŀƴŀƎŜƳŜƴǘ ŎƻƳǇŜƴǎŀǘƛƻƴ ǇƻƭƛŎȅΣ ŀƴŘ ƛǎ ƻƴŜ ŎŀǳǎŜ 8 

factor for year-to-ȅŜŀǊ ǾŀǊƛŀƴŎŜ ŀǎ ǎƘƻǿƴ ƛƴ [¦LΩǎ Ŏƻǎǘ ŘǊƛǾŜǊ ǘŀōƭŜΦ 9 

Fluctuations in OM&A staffing and expenses occur in response to the increase demand of 10 

additional staff and any supplementary training and development during the year to meet 11 

business demands. Fluctuations for this employee group would be due to wage 12 

adjustments, and the number of employees in ǘƘŜǎŜ ǊƻƭŜǎΦ  [¦LΩǎ ƘƛǊŜǎΣ ǊŜǘƛǊŜs and fires are 13 

outlined in the employee compensation and incentive plan below in Table 4-36. 14 

 15 

D)Tree Trimming 16 

LUI rotates it tree trimming work on a three year cycle, which is differing in size 17 

throughout its territory of two townships ς Cobourg and Cramahe. The cost change year 18 

by year is characteristically representing the dissimilarities in the cycles and amount of 19 

Ψad hocΩ work required in this account due to ς excessive rain, storms, and other natural 20 

causes that will drive costs up and down over the years. 21 

A notable increase in 2010 is due to the area that we trim every 3 years in Colborne 22 

region.  A significant amount of work is required for this area and is expected to occur 23 

every 3 years as normal.   24 

The increase is 2010 reflects a large decrease in the year 2011 of ($24,342) as a result of 25 

the regular maintenance performed in the cycle of 2010 vs. 2011.  This is expected to 26 

continue on the same schedule every three years and a smoothing factor has been 27 

applied to evenly spread the cost over four years. 28 
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E) Meter Maintenance 1 

In 2009 LUI was authorized by regulation to conduct Smart Metering activities. In 2008 2 

LUI had already begun the RFP process to prepare for the 2009 approval.  In 2009, meter 3 

activities were focused on the installation of new smart meters. This resulted in 4 

increases in the meter maintenance expense account of $27,247 and $39,631 in 2009 5 

and 2010 respectively. LUI incurs the maintenance cost of the stranded meters over the 6 

years of smart metering installation and stranded meter removal.  Installation was 7 

performed over the course of three years  8 

 9 

Year ς Meters Installed 10 

2009 - 5884 11 

2010 ς 2934 12 

2011 - 685 13 

 14 

!ǎ ƻŦ ǘƘŜ ōŜƎƛƴƴƛƴƎ ƻŦ нлмм ƛƴǎǘŀƭƭŀǘƛƻƴ ƻŦ ǎƳŀǊǘ ƳŜǘŜǊǎ ƛƴ [¦LΩǎ ǎŜǊǾƛŎŜ ŀǊŜŀ Ƙŀǎ ōŜŜƴ 15 

completed and has been activated for billing. TOU billing began on June 1st, 2011 and 16 

LUI has incurred increased customer service costs due to the public inquiry and new 17 

processes. Smart Meters are driving costs up in operations and maintenance accounts 18 

due to the newly assigned costs of Kinetiq and KTI/Sensus fees needed in order for the 19 

technician to accurately operate them.  KTI /Sensus was approved by PRP International 20 

Inc. Fairness Advisory Services as the number one ranking proponents in the request for 21 

proposal procurement.  22 

 23 

Smart Metering impacts OM&A beginning in the years 2012 when the costs associated 24 

with smart meters is brought into rate base. Another cost driver concerning Smart 25 

Metering is the increase for the Test Year 2012 of $52,987 due to budgeted hiring of a 26 

certified technician to oversee the maintenance of smart metering. Hiring of this 27 

technician is in relation to the asset management and will be required to regularly test, 28 

and operate the new equipment. This increase in 5175 Meter Maintenance is offset by 29 
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the cost decreases in account 5310 Meter Reading account and they are interrelated 1 

due to the changes within the organization and industry smart metering initiatives.  LUI 2 

has performed a cost benefit analysis of hiring outside consultants to oversee 3 

maintenance of smart meters and hiring a certified technician. The benefit of dollar 4 

savings of hiring a skilled technician exceeds the cost of contracting third party services 5 

ƛƴ [¦LΩǎ ǇǊƻŎǳǊŜƳŜƴǘ ǇƻƭƛŎȅ ŀƴŘ ōŜƴŜŦƛǘǎ ǘƘŜ ƻǾŜǊŀƭƭ ǎŀǘƛǎŦŀŎǘƛƻƴ ƻŦ ǘƘe consumers. 6 

 7 

F)Meter Reading 8 

Meter Reading is a contracted third party service that LUI employs to perform the 9 

reading of all cycle areas monthly. Meter Reading has been a decreasing cost driver of  -10 

2% each year between 2008 to 2010, however in the bridge year of 2011 this service 11 

increased by $71,302 in correlation to the other cost driver of smart metering.  LUI was 12 

required to contract the verification of smart meter data and it was necessary that the 13 

meter reader recorded two full cycles of each new meter to ensure the proper 14 

operations of smart meters. For the test year 2012 LUI will not require a meter reader 15 

due to the operation of smart meters therefore costs are driven down by a forecasted 16 

amount of approximately ($116,999). 17 

 18 

G)Regulatory Expense 19 

The increase in regulatory expense for the 2012 Test Year is due to the costs associated 20 

with the 2012 Cost of Service Rate Application. The amount included in the revenue 21 

requirement for 2012 is $40,000 or one quarter of the projected onetime costs of 22 

$103,000  which is a conservative figure relative to other LDC Cost of Service rate 23 

application projections.  Any one time costs associated with regulatory expenses has 24 

been amortized over the 4 year period that this 2012 Cost of Service Rate Application 25 

relates to. A breakdown of ongoing and one-time regulatory expense is provided further 26 

in Table 4-30.  27 

 28 
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H)Consulting Expense 1 

LUI is a small utility with a customer base of approximately 9,800 and employee 2 

complement of 19.5 full time employees (FTEs).  Due to ǘƘŜ ǎƛȊŜ ƻŦ [¦LΩǎ ǳǘƛƭƛǘȅ [¦L ƛǎ ŀ 3 

member of the CHEC group, and combines resources to control expenses and utilize as 4 

well as share industry knowledge.  Consulting Expenses have developed as a cost driver 5 

ǿƛǘƘƛƴ [¦LΩǎ ōǳŘƎŜǘ ŦƻǊ ǘƘŜ ǎŀƳŜ ǊŜŀǎƻƴǎ ŀǎ [ŜƎŀƭ Fees due to increase in regulatory 6 

reporting and other business needs of the company. Consulting Fees have driven 7 

expense increases in 2010, 2011 Bridge and 2012 Test Year.  LUI saw the decrease in 8 

2009 following the previous rate application, and expects to see the same trend within 9 

the budget over the next period.  10 

 11 

I) Legal Regulatory Expense 12 

During Cost of Service years LUI has incurred the costs of legal expenses that expectedly 13 

ŘǊƛǾŜ Ŏƻǎǘǎ ǳǇΦ CƻƭƭƻǿƛƴƎ [¦LΩǎ Ŏƻǎǘ ƻŦ ǎŜǊǾƛŎŜ ȅŜŀǊ ƛƴ нллу [ŜƎŀƭ CŜŜǎ ŘŜŎǊŜased in the 14 

IRM periods of 2009 and 2010 by ($33,701) and ($972) respectively. Entering the Cost of 15 

Service rate application year LUI expects to incur increases of $1,415 and a conservative 16 

$10,235 in the 2011 bridge year, and 2012 test year respectively as related to entering a 17 

cost of service application year. These costs are associated with the preparation and 18 

review of the documents that are required. The increase in regulatory procedures and 19 

proceedings has in turn caused legal fees to become cost drivers of the OM&A budget. 20 

Regulatory Fees have been segregated below in table 4.30, and forecasts are based on 21 

the previous 2008 Cost of Service fees.  22 

 23 

J )Over Head Distribution Labour 24 

 LUI identifies the asset management program as the major cost driver in this account.  25 

In the years of 2008, and 2009 decreases were seen in this category. However due to 26 

the companion cost drivers of aging workforce and asset management focuses, LUI 27 

found it necessary to budget increases in this account for labour and materials to retain 28 
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the value and integrity of it overhead distribution.  For the bridge 2011 year, LUI 1 

anticipates normal increases to this account including inflation and salary increase. In 2 

the test year 2012 LUI will execute necessary succession planning to transition 3 

employees and manage attrition issues. LUI will need to budget the overlapping period 4 

for wages and burden to replace current linemen and other staff who are nearing 5 

retirement date.  LUI is conscious of its employee budgeting costs and has more than 6 

one lineman who is of retirement age and must plan accordingly to ensure employee 7 

continuity and reliability in the electric service.  8 

 9 

K) Capital Maintenance 10 

Capital Maintenance has become a cost driving category due to the aging of capital 11 

assets, and the maintenance that is required to keep all assets in working order. In the 12 

year 2008, 2009, and 2010 LUI saw decreases in maintenance in the budget due to the 13 

focus on capitalization, so as a result labour decreased in maintenance focus, and was 14 

directed to capital creation. However increases are due to [¦LΩǎ focus on asset 15 

management and major maintenance to minimize reactive work, and preserve the 16 

ǳǎŜŦǳƭ ƭƛŦŜ ƻŦ [¦LΩǎ ōǳƛƭŘƛƴƎǎ ŀƴŘ ŜǉǳƛǇƳŜƴǘΦ Work in the 2011 bridge and 2012 test is 17 

planned to be executed such as: 18 

¶ Building Maintenance ς Painting, waste management, storage  19 

¶ Interior ς Flooring, office restructuring, ceiling repairs, air quality tests 20 

and electrical rewiring. 21 

¶ Exterior ς Roofing, Outside Wall repairs 22 

¶ Asset- Retrofits, replacements and repairs 23 

 24 

¢ƘŜ ƛƴŎǊŜŀǎŜ ƻǾŜǊŀƭƭ ŀƳƻǳƴǘƛƴƎ ƻŦ ϷфпΣ лрл ƛǎ ŀŎŎƻǳƴǘŀōƭŜ ǘƻ ǘƘŜ ǳǇŘŀǘƛƴƎ ƻŦ [¦LΩǎ ŀƎƛƴƎ 25 

capital and maintenance required to preserve its usefulness.   26 

 27 
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Carryover of the maintenance schedule due to the back order was pushed into the 2011 1 

year, alonƎ ǿƛǘƘ [¦LΩǎ Ǉƭŀƴǎ ǘƻ ƛƴŎǊŜŀǎŜ ŎŀǇƛǘŀƭ ŀƴŘ ŀŘŘƛƴƎ ŀ ǎǳōǎǘŀǘƛƻƴ Ƙŀǎ ōŜŜƴ 2 

budgeted to resume this in the year 2011 which is accounted for however will show a 3 

slight incremental lift as it is budgeted spending to spread over four years.  4 

 5 

L) Collections  6 

LUI has witnessed the collections account becoming a cost driver over the past 4 years 7 

due to the economic environment and the recession in economy in 2008.  A large 8 

increase in expense totalling $37,602 is seen over the years of 2010 ς 2012 test years 9 

due to increases in late customer bill payments and decreases in job security.   10 

Previously in Exhibit 3 it was noted that, ǘƘŜ ǊŜƳƻǾŀƭ ƻŦ ŀ ƭŀǊƎŜ ŎƻƳǇŀƴȅ ƛƴ [¦LΩǎ 11 

distribution service area previously classified as GS> 3000-4999 has closed. The closing 12 

of this large company also took with it many locally employed ǇŜƻǇƭŜΩǎ employment. As 13 

result of these economic downfalls there has been increased demand on the collections 14 

department. Changes to customer service and collection rules mandated by the OEB and 15 

effective January 2011 are expected to increase this further.  16 

  17 

M )Software Maintenance 18 

  19 

Software maintenance has become a cost driver due to increases in software 20 

maintenance fees which traditionally have exceeded the inflation rate and is expected 21 

to continue. For the Test Year 2012 there is an expected driven increase cost of $91,117 22 

since LUI will need to upgrade its current software to an updated system in order to 23 

maintain adequate and appropriate service level standards.  Additional increase for the 24 

test year 2012 is the anticipated rising fees by nearly $12,000 for installation of smart 25 

metering and increased demand for LUI to utilize information about the utility for 26 

regulatory reporting purposes. 27 

  28 
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N) Bad Debts 1 

As demonstrated Bad Debts can vary from year to year; they are strongly dependent on 2 

the economic environment. In 2008, the downturn in economy resulted in Bad Debts 3 

expense of $29,693 which was $8,349 above the board approved figure. This large figure 4 

is related to the collections increase, and is primarily resulting of loss of employment 5 

and the movement of industry such as ǘƘŜ ǊŜƳƻǾŀƭ ƻŦ ŀ ƭŀǊƎŜ ŎƻƳǇŀƴȅ ƛƴ [¦LΩǎ 6 

distribution service area previously classified as GS> 3000-4999. In 2009 there was a 7 

decrease of ($16,403) over 2008 due to improved economic conditions.  Changes to the 8 

economy again justified changes to customer service and collection rules mandated by 9 

the OEB and effective January 2011 are expected to increase this further.  10 

 11 

O) Other Ad Hoc 12 

LUI is demonstrating the dollar amount and percentage of other increases/decreases in 13 

OM&A budget due to regular operations and maintenance in this row. Correspondingly 14 

this dollar amount can represent any ad hoc work that was done, and adjusted the 15 

budget due to any one time costs incurred. The percentage represents the amount of ad 16 

hoc and reactive maintenance costs that cannot be segregated by cost driver variance in 17 

to the closing balance year by year.  18 

 19 

VARIANCE ANALYSIS:  20 

Consistent with the Ontario Energy Board Chapter 2 of the Filing Requirements for 21 

Transmission and Distribution Applications dated June 22 2011, LUI has provided variance 22 

analysis for the 2012 Test Year vs. 2008 - Last Board-Approved Rebasing Application (Actual) 23 

and between the 2012 Test Year and 2010 Actual (Most Current Actuals). LUI has reviewed the 24 

variance of each US of A account by these years to determine where explanations are 25 

necessary. And identification reference has been assigned for each variance exceeding the 26 
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threshold and an explanation of the variance is presented in the following section. As previously 1 

mentioned extra information will be provided for any accounts requiring additional analysis. 2 

Table 4-15 Detailed Account by Account, OM&A Expense Table 3 

Expense Description
2008 Board 

Approved
2008 Actual 2009 Actual 2010 Actual 2011 Bridge 2012     Test    

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 5,211 1,043 2,523 2,599

5017-Distribution Station Equipment - Operation Supplies and Expenses 41,527 63,084 21,690 4,151 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 - Operation 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 77

5085-Miscellaneous Distribution Expense 2,216 607 7,921 4,424 4,556 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 620,871 617,177 505,675 415,821 579,609 879,396

 4 
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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 77,337 139,615 225,312 306,219 391,786  1 

Billing and Collections

5305-Supervision 0 0 0 0 0

5310-Meter Reading Expense 65,533 64,970 63,778 62,890 134,191 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 (17) 5 128 (17) 0 0

5330-Collection Charges 516 4,440 8,925 4,067 4,050 4,172

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  2 

 3 

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 13,927 14,345  4 
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Administrative and General Expenses

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 77,739 91,247 93,985 143,854

5620-Office Supplies and Expenses 93,931 77,736 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 62,428 70,228 101,364 155,405

5635-Property Insurance 19,915 20,347 24,675 27,066 27,878 28,715

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 33,127 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 2,450 40 0 830 855

5670-Rent 0 0 0 0 0

5675-Maintenance of General Plant 32,464 28,575 44,930 32,398 33,370 84,371

5680-Electrical Safety Authority Fees 27,588 29,704 40,600 53,616 41,306 47,546

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 1,047,829 1,281,489

Total Operating, Maintenance and Administration Expenses 2,095,420 1,884,617 1,855,224 2,099,690 2,449,126 3,067,314  1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 
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 1 

Table 4-16 2008 Actual to 2012 Test Year ς OM&A - Account by Account Variances Expense 2 

Table 3 

 4 

Expense Description
2008 Actual 

$

2012        

Test $
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%  5 
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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%  1 

 2 

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%  3 
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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%  1 

 2 

Table 4-17 2008 Actual vs. 2012 Test Year 3 

 4 
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%  5 
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Table 4-18 Operations Variance 2008 Actual vs. 2012 Test Year 1 

Expense Description 2008 Actual
2012     

Test    
Variance $ Variance %

Operations

5005-Operation Supervision and Engineering 148,399 323,678 175,279 118%

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) -44%

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) -74%

5040-Underground Distribution Lines and Feeders - Operation Labour 29,339 25,000 (4,339) -15%

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 31,316 100%

5070-Customer Premises - Operation Labour 0 0 0 0%

5075-Customer Premises - Materials and Expenses 0 77 77 100%

5085-Miscellaneous Distribution Expense 607 4,693 4,086 673%

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% 2 

Operation, Supervision, and Engineering: 5005                     3 

$ 175,279  4 

The increase in account 5005 between the last board approved year actual 2008 and the 5 

test year 2012 is an effect of the cost drivers related to [¦LΩǎ aging workforce, and 6 

increased labour costs associated with asset management planning due to aging capital 7 

assets. A notable increase of labour occurred in the year 2010 of $25,000 when LUI 8 

performed the majority of its preventative asset maintenance work. 9 

With this implementing of the asset management protection plan the responsibility for 10 

station operation, line operation, and meter department operation increased. 11 

Installations of Smart Meters and the implementation of new policies resulted in 12 

expected increase of costs to supervision allocations. Apart from the regular increases 13 

and progression in this category, [¦LΩǎ ǎƛƎƴƛŦƛŎŀƴǘ Ŏƻǎǘ increase occurs between 2011 and 14 

2012 of $52,831 is due to succession planning and the beneficial addition of an engineer 15 

to manage attrition issues. This engineer is to replace the foreman who is of retirement 16 

age. There will be some overlap in terms of costs in 2012, which have been accounted for 17 
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accordingly in this 2012 Cost of Service Rate Application, amortized over the four year 1 

period. 2 

 3 

Distribution Station Equipment Supplies and Expenses : 5017      4 

 $ (27,753) 5 

The decrease in account 5017 between the last board approved year 2008 and the test 6 

year 2012 is primarily a result of $61,600 of preventative maintenance executed during 7 

year 2008. LUIΩǎ ǇƻǎǎŜǎǎƛƻƴ ƻŦ aging assets is directly associated to the preventative 8 

maintenance expenses including the testing of breakers, transformers, and setting 9 

relays. In the same year of 2008 LUI also required to switch out of its pilot lighting for all 10 

7 sub stations. LUI performs yearly preventative maintenance of the distribution, and 11 

sub stations and in the year 2010 preventative maintenance was only partially 12 

completed due to back order of breakers, and relays. LUI was unable to perform its 13 

yearly maintenance until the delivery of these parts and expects to carry on completion 14 

in 2011. In 2010 LUI was also unable to perform its yearly oil sample test and has 15 

budgeted to resume this in the year 2011 as well showing an incremental gap. LUI has 16 

ensured that any cost savings that could be instituted into this 2012 Cost of Service Rate 17 

Application have been utilized in accordance with direction from the minister of energy. 18 

 19 

Overhead Distribution Lines and Feeders ς Operation Supplies and Expenses: 5020   20 

 $ 86,816  21 

In Account 5020 LUI incurs the costs that are due to labour with payroll burden in 22 

operating its overhead lines from the low voltage connection in the distribution station 23 

ǘƻ [¦LΩǎ ŎǳǎǘƻƳŜǊǎΩ ǇǊŜƳƛǎŜǎΦ !ŎŎƻǳƴǘ рл20 has increased over $86,000 primarily due to 24 

expected work for the increase in preventative maintenance of the distribution station, 25 

and the increasing demand for man power. These expenses are expected to continue as 26 

well as increase as the overhead lines age, and require more attention and 27 
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maintenance. The largest increase in the OM&A budget to this account occurs in test 1 

year 2012 to add a staff member plus burden due to attrition issues within the 2 

company. The new staff member will be required to assist in the increase demand due 3 

to the expected maintenance to aging capital and asset management initiatives. LUI 4 

believe that this will minimize the amount of reactive work in future expenses. 5 

 6 

Meter Expense: 5065         7 

31,316                                                                                                 8 
  9 

Account 5065 incurs the costs associated with labour and materials of operation for the 10 

customer meters and associated equipment. LUI has increased by $ 31,316  due to 11 

the reallƻŎŀǘƛƻƴ ƻŦ ƻƴŜ ƻŦ [¦LΩǎ ŜƳǇƭƻȅŜŜǎ ŦǊƻƳ ŀŎŎƻǳƴǘ мррс ƻŦ ǎƳŀǊǘ ƳŜǘŜǊ ŎŀǇƛǘŀƭ ǘƻ 12 

meter expense. This cost is required for smart metering operations and the supervision 13 

of all clerical work and associated documentation and organization of processes. 14 

 15 

Table 4-19 Maintenance Variance 2008 Actual vs. 2012 Test 16 

 17 
Maintenance 2008 Actual 2012 Test Variance $ Variance %

5105-Maintenance Supervision and Engineering 0 52,313 52,313 100%

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 1278%

5125-Maintenance of Overhead Conductors and Devices 0 10,000 10,000 100%

5130-Maintenance of Overhead Services 0 3,000 3,000 100%

5135-Overhead Distribution Lines and Feeders - Right of Way 24,233 45,054 20,821 86%

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 8,032 671%

5160-Maintenance of Line Transformers 35,904 36,139 235 1%

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 1398%

5178-Customer Installations Expenses - Leased Property 0 0 0 0%

5195-Maintenance of Other Installations on Customer Premises 0 0 0 0%

Sub-Total 77,337 391,786 314,449 407% 18 
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Maintenance Supervision and Engineering: 5105                       1 

          $ 52,313  2 

LUI has determined a need for additional maintenance technicians due to the 3 

increased responsibility and expansion of our capital.  LUI requires the regular use of 4 

personnel responsible for electric distribution and metering to ensure that all of the 5 

LDC metering is functioning accurately in the system. LUI requires the technician to 6 

be responsible for installing new complex metering systems when required, and for 7 

installing customer voltage monitoring. This addition is required to maintain 8 

adequate LDC operation and customer service levels. LUI has analyzed the costs 9 

against the benefits of this addition and has selected this addition as the best course 10 

of action. 11 

 12 

Maintenance of Poles Towers and Fixtures: 5120    13 

                            $ 38,754  14 

LUI performs maintenance of all of its poles, towers and fixtures in account 5120 15 

based on a three year cycle. The increase in 2010 costs reflects pole testing and the 16 

preventative maintenance costs to avoid any emergency reactive expenses and is 17 

expected to occur again in 2012. A pole testing program as described in the Asset 18 

Management Strategy, details the program whereby LUI principally tests its 3200 of 19 

poles each year and thoroughly evaluates the poles on a three year schedule. This 20 

cost is spread over a 4 year budget taking into consideration the cost driver of 21 

inflation yearly. 22 

Overhead Distribution Lines and Feeders: 5135        23 

                         $ 20,821  24 

Account 5135 incurs the expenses that are in connection with tree trimming, brush 25 

clearing etc., and other costs incurred maintaining the right of way subsequent to the 26 

ŎƻƴǎǘǊǳŎǘƛƻƴ ƻŦ [¦LΩǎ ƭƛƴŜǎΦ ¢ƘŜ ƛƴŎǊŜŀǎŜ ƻŦ Ϸ
20,821  

 between the last board 27 

approved year actual 2008 and the test year 2012 is in direct correlation to the forestry 28 
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maintenance work that LUI rotates in our area on a cyclical basis throughout its 1 

territories as well as includes ad hoc work that is required each year. The change year 2 

over year is typically representing the differences in the cycle and the amount of ad hoc 3 

work required. A notable increase in 2010 is due to the area that LUI trims every 3 years 4 

in Colborne region.  A significant amount of work is required for this area and is 5 

expected to occur every 3 years as per schedule, and the next expected date being 2013 6 

for this particular area. Also note that there have been reactive costs in this category 7 

due to wind storms and overgrowth that need emergency attention. It was noted that 8 

our actuals have consistently exceeded Board Approved which indicated a need for 9 

increased approval in the 2012 Cost of Service Rate Application.   10 

 11 

Maintenance of Meters: 5175       12 

                                                          $ 181,294  13 

Account 5175 incurs the expense of meter maintenance and meter testing of 14 

equipment. This cost includes the cleaning, and analysis work necessary to keep the 15 

equipment in service. Notable increases in this account are overstated due to the initial 16 

start-up costs in 2008 incurred as the procurement of materials, and appropriate costs 17 

related to smart metering training. Year after year the increases are identified as being 18 

due to the growth of the smart metering program and implementation as consistent 19 

ǿƛǘƘ ƻǘƘŜǊ [5/Ωǎ. The largest increase is occurring between 2010 and 2011 in the 20 

installation/introduction period of development. LUI by the end of 2010 had installed 21 

98% of all its meters in service area ς as detailed below in Exhibit 9. 22 

LUI has identified that with the implementing of Smart Metering and TOU in our region, 23 

our responsibilities, and operations are increasing in demand and LUI requires a Meter 24 

Data Agent (MDA) so that LUI is able to efficiently process and maintain the Smart 25 

Metering Program.  A notable cost to the operations of this account is also due to the 26 

repair of faulty meters that needed to be reinstalled. LUI has analyzed the cost benefit 27 

in this scenario for adding an FTE for MDA. LUI has arrived at the conclusion to ensure 28 
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cost savings on third party maintenance that the LDC requires this additional person to 1 

maintain service reliability. As well, the increase in this cost is offset by the reduction in 2 

costs associated with meter reading specifically attributable to Smart Meters, as per all 3 

5310 analyses further in Exhibit 4.   It should be noted that LUI sees a large decrease in 4 

account 5310, due to the costs being reallocated to the 5175 account.  5 

 6 

 7 

Table 4-20 Billing and Collecting Variance 2008 Actual vs. 2012 Test 8 

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) -74%

5315-Customer Billing 122,411 131,000 8,589 7%

5320-Collecting 97,641 130,277 32,636 33%

5325-Collecting- Cash Over and Short 5 0 (5) -100%

5330-Collection Charges 4,440 4,172 (268) -6%

5335-Bad Debt Expense 29,693 22,545 (7,148) -24%

5340-Miscellaneous Customer Accounts Expenses 121,125 195,112 73,987 61%

Sub-Total 440,285 500,298 60,013 14% 9 

Meter Reading Expense: 5310 10 

(47,778)
 11 

Account 5310 decreases in expenses due to the cessation of meter reading and the 12 

implementation of Smart Meters. Although there is a decrease in expense in this account 13 

of $47,778 there is a counter balancing expense in 5175 as LUI plans to hire a Smart MDA 14 

metering Technician for the responsibility of operations.  LUI expects the benefits to 15 

outweigh the costs in the acquisition of this technician.  See more detailed information 16 

on the costs associated with meter reading/meter maintenance in 5175 account above. 17 

 18 

Collecting: 5320       19 

                                                                              $
32,636

 20 
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!ŎŎƻǳƴǘ ронл ƛƴŎǳǊǎ [¦LΩǎ ǊŜƭŀǘŜŘ cost to the collection of its customer accounts. These 1 

costs include the salaries and wages with payroll burden, legal fees and other expenses 2 

related to the collecting office for LUI. A notable increase to this salary account between 3 

2008 actual and the 2012 test year is due to additional staff hired in collections as 4 

detailed in schedule Change in Employee Compensation & Benefits below. Year after 5 

year changes in compensation and benefits show instances of employee compliment, 6 

base wage increases, situational overtime and benefits by employee can account for the 7 

increases in this account of $18,530. 8 

Additionally, increase demand of customer service representation expenses have been 9 

budgeted to handle the anticipated increase in call volume due to the introduction of 10 

Time of Use billing in 2011. 11 

Table 4-21 Community Relations Variance 2008 Actual vs. 2012 Test 12 

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 78% 13 

 14 

Community Relations ς Sundry: 5410   15 

                                                 $ 6,292  16 

     [¦LΩǎ ŜƳǇƭƻȅŜŜǎ ŘƛǊŜŎǘƭȅ ŜƴƎŀƎŜ ƛƴ ǇǊƻǾƛŘƛƴƎ ǎŜǊǾices to the community, and LUI also 17 

provides assistance to services acquired outside the organization. 5410 is the account 18 

that incurs the cost of material and expenses in carrying out community benefiting 19 

functions. These costs are necessary to inform customers of all the new changes in 20 

industry and at our utility including smart meters and TOU pricing. The largest notable 21 
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increase occurred in 2010 related to advertisement of Conservation Demand 1 

Management and Green Initiatives. A yearly occurrence of supporting the Winter 2 

Warmth Program is variable by approx. $5000/ calendar year.  3 

 4 

Table 4-22 Administrative and General Variance 2008 Actual vs. 2012 Test 5 

Administrative and General Expenses 2008 Actual 2012 Test Variance $ Variance %

5605-Executive Salaries and Expenses 16,612 49,343 32,731 197%

5610-Management Salaries and Expenses 336,516 494,916 158,400 47%

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 2026%

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 2,610 127%

5665-Miscellaneous General Expenses 2,450 855 (1,595) -65%

5670-Rent 0 0 0 0%

5675-Maintenance of General Plant 28,575 84,371 55,796 195%

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% 6 

Executive Salaries and Expenses:  5605    7 

                                              $ 32,731  8 

      Three members currently occupy LUIΩs board of directors where account 5605 incurs the 9 

salaries and expenses of the board members, president, vice-president, of LUIs 10 

organization. Major increases in this account are due to the cost driver inflation, and the 11 

increase of meetings scheduled during the transition of presidency within the 12 

organization. Due to the change in presidency there is increased focus on internal 13 

controls and updating of out-dated ǇƻƭƛŎƛŜǎΣ ǘƘƛǎ ǇǊƻŎŜǎǎ ǇǊƛƴŎƛǇŀƭƭȅ ƛƴŎƭǳŘŜǎ ǘƘŜ ōƻŀǊŘΩǎ 14 

decision making. The largest increase in account 5605 was between the year 2008 and 15 

2009 and this is principally due to EDA fees and seminars on smart grid that were 16 

required for the executives and board of directors to attend.  It is expected that the 17 

board will stay consistent with scheduled meetings and LUI has applied inflation to the 18 

forecast for capturing purposes.  19 
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 1 

 2 

Management Salaries and Expenses: 5610  3 

                                            $ 158,400  4 

     LUI incurs the salary, burden and expenses to the management of its employees in 5 

account  5610. A notable increase to this salary account between 2008 actual and the 6 

2012 test year is due to additional staff hired in operations and finance departments as 7 

detailed in schedule Change in Employee Compensation & Benefits below. Notable 8 

acquisition in the Management category includes the hiring of a Chartered Accountant of 9 

which 50% of wages and burden are allocated to LUI and the addition of Vice President 10 

of Operations as full 100% allocation to LUI. A notable change between 2008 and 2012 11 

was the change of president in the organization. Transitional costs were incurred to this 12 

account for the overlapping of this organizational leadership change.  13 

 14 

 15 

General Administrative Salaries and Expenses: 5615  16 

                         $ 57,160  17 

The significant costs between 2008 and 2012 that primarily contributed to the variance 18 

in account 5615 were incurred were in 2009-2010. These costs are due to an addition in 19 

staff in the Finance department of a Financial Analyst for regulatory and financial 20 

reporting purposes and also an addition of an Administrative Assistant in Human 21 

Resources Department.  These increases are reflecting the wages and burden and 22 

progression in salary. Variable costs incurred in this account are the administrative 23 

students that are hired to cover vacation this varies between one to three hires a year in 24 

the summer months.  The two new hires have been involved in some specific 25 

professional development and training. The costs associated with these training 26 

programs and courses  has been included in this account.    27 

 28 
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Office Supplies and Expenses: 5620   1 

                                                     $ 28,150  2 

      Account 5620 incurs the expense cost of all office supplies and fees related to the daily 3 

operations of the business. The major cost increases to this account are the increase of 4 

inflation, and increasing demand of operations. Analysis of this account shows that 5 

between 2008 and 2009 there was an increase of $17, 354 and the biggest cost drivers 6 

were the additions of: 7 

¶ [¦LΩǎ Billing Application Service Provider  8 

¶ Increasing base costs of Canada Post  9 

¶  Phone operating systems  10 

¶  Yellow Pages and Promotion expenses  11 

¶  Bell Mobile Services  12 

¶  Safety Incentive Maintenance Expense  13 

¶ Answering Services Increase  14 

Further Analysis for the year 2010 shows these increased 2009 costs as reoccurring 15 

expenses with slight increases due to inflation in prices. Test Year 2012 is forecasted 16 

using the actual costs in 2011 and adding the cost driving inflation factor. 17 

 18 

Outside Service Employed: 5630 19 

                                                            $ 148,096  20 

LUI uses third party services and professional consultants for general services which 21 

are not applicable to any particular operation function or to other accounts. The 22 

significant costs between year 2008 and 2012 that primarily contribute to the 23 

variance in account 5630 at LUI are due to: 24 
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¶ An over accrual in 2007, for audit fees that was corrected in 2008 that 1 

resulted in a significant decrease of 2008 Audit Fee. Audit Fees have 2 

increased by $69,038 due to transition for IFRS from CGAAP and multiplying 3 

requirements of reporting. 4 

¶ Fees Associated with Actuarial Reporting are reported in this account, and 5 

are appropriated over the course of four years.  6 

¶ IFRS fees were incurred beginning in 2009 when LUI was advised of direction 7 

to implement IFRS. LUI as other utilities incurred the expense of initial set up 8 

costs, and expenses related to conferences and outside services. In 2010 IFRS 9 

was deferred in delivery and held off to prepare for the year of comparable 10 

statements. Fees related to IFRS have since, increased by $10,200.  11 

 12 

Additional expenses in this account are incurred for the use of professional 13 

services such as consulting of staff profiling, policy creation, and pay equity. LUI 14 

has also performed business assessments through a cost effective MBA case 15 

study to produce improvement suggestions ǿƛǘƘƛƴ [¦LΩǎ work environment. 16 

Notable increases occurred between 2008 and 2009 due to the occurrence of 17 

Cost of Service year, for legal fees, and consulting services and are expected to 18 

be incurred during the 2012 IFRS Cost of Service Rate Application 19 

implementation process. LUI attributes these types of expenses to the lack of 20 

specialized regular duty staff.  21 

 22 

 23 

Maintenance of General Plant: 5675   24 

                                                    $ 55,796  25 

Account 5675 incurs the cost to general functions of labour, materials and expenses in 26 

which it is related to the maintenance of property and assets.  The increase of $ 51, 973 27 

ƛǎ ŀ ǊŜǎǳƭǘ ƻŦ ǳǇŘŀǘƛƴƎ ƻŦ [¦LΩǎ ŀƎƛƴƎ ŎŀǇƛǘŀƭ ŀƴŘ ƳŀƛƴǘŜƴŀƴŎŜ Ƴƻǎǘ ƻŦ ǿƘƛŎƘ ƛǎ 28 



LAKEFRONT UTILITIES INC.  

EB-2011-0250 

EXHIBIT 4  

             Page 51 of 265 

specifically related to the maintenance required to [¦LΩǎ buildings. Maintenance is 1 

required to preserve the buildings usefulness and for preventative actions against any 2 

failures in the office.  Notable increases in this account are due to; 3 

¶ Updating the main office electrical framework in 2010. 4 

¶ Improving air quality to the amount of $4900 installing an efficient cooling and 5 

heating system.  6 

¶ Fitting the office and garage for energy efficient equipment to meet [¦LΩǎ 7 

Conservation Demand Management initiatives.  8 

The largest variance expense into this account will occur in the year 2011 and 2012 as 9 

LUI undergoes a large renovation project to its office decaying interior and exterior. LUI 10 

has begun, in 2011, performing the repair and replacement of the roofing, and 11 

reinforcement of the interior walls.  12 

Electrical Safety Authority Fees: 5680  13 

                                                  $ 17,842  14 

A notable increase to account 5680 which incurs the cost of fees related to permits, 15 

inspection and tests performed for and or by the Electrical Safety Authority or the 16 

acquisition of having working professionals with designations employed within the 17 

organization. Lƴ [¦LΩǎ ƻǊƎŀƴƛȊŀtion there are certification fees for Certified Human 18 

Resource Professional (CHRP), Chartered Accountant (CA), and other electrical 19 

membership fees. LUI also belongs to a group of 12 small utilities called the Cornerstone 20 

Hydro Electric Concepts Association (CHEC) and pays fees each year to advantageously 21 

share resources with other utilities while reducing costs. The gradual increase in this 22 

account is also due to the inflation and increasing cost of memberships.  23 

Regulatory Expenses: 5655    24 

                                                        $ 17,931  25 

 26 
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Account 5655 incurs the expenses for formal cases before the Board or other regulatory 1 

bodies. Account 5655 also includes payments made to a regulatory body for fees 2 

assessed against the utility for pay and expenses of approved company. In 2010 LUI 3 

incurred the expenses of $28, 000 for Board Assessments, $6500 for legal services, 4 

$5000 for Electrical Safety Authority cost recovery, $1,000 for human resource training, 5 

$2500 for cost awards, and $12,000 to hire Consultants for Lost Revenue Adjustment 6 

Model factors.  The reporting requirements of electricity have increased the amount of 7 

costs associated with regulatory reporting in [¦LΩǎ industry and therefore increased fees 8 

as well. LUI is a small utility and must account for the added costs due to filing every 9 

year and performing cost of service every 4 years. This complex frame work requires 10 

many personnel and LUI is required to incur additional costs due to the requirement of 11 

consultants and mediators. Because these costs are not anticipated to decrease for the 12 

upcoming years, in 2011 LUI has applied the rate of inflation for reflecting increase. Due 13 

to the Cost of Service rate application LUI anticipates that the Test year 2012 will expand 14 

to over $200,000, the total was amortized over 4 years of the application and the 2012 15 

Test year was increased by $50,000 yearly to allocate the costs associated with rate 16 

application. Recovery will appear in quarters until the next cost of service application. 17 

 18 

Table 4-23 2010 ACTUAL VERSUS 2012 TEST YEAR: 19 

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%  20 

 21 
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Table 4-24 Operations Variance 2010 Actual vs. 2012 Test Year 1 

Expense Description 2010 Actual
2012     

Test    
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 1,555 149%

5017-Distribution Station Equipment - Operation Supplies and Expenses 4,151 35,331 31,180 751%

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 99,185 368%

5030-Overhead Subtransmission Feeders - Operation 0 0 0 0%

5035-Overhead Distribution Transformers- Operation 0 631 631 100%

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 31,316 100%

5070-Customer Premises - Operation Labour 0 0 0 0%

5075-Customer Premises - Materials and Expenses 0 77 77 100%

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 415,821 879,396 463,575 111% 2 

Operation, Supervision, and Engineering: 5005    3 

                       $ 58,334  4 

Direct supervision of specific activities such as station operation, line operation, meter 5 

department operation, etc. are charged to account 5005.  In the year 2010 LUI had 6 

increased its spending in this account by $25,000 due to the increase of maintenance 7 

operations, and reduction to the work done for capital expenditures.  8 

As of July 2011 [¦LΩǎ charges to this account have been $ 98,296 and LUI does not 9 

anticipate additional expenses to be added to this year after year. 10 

  11 

LUI has developed strategic succession planning for the development of [¦LΩǎ ŎŀǇƛǘŀƭ 12 

and will be requiring a professionally accredited employee to carry out the 13 

responsibilities of daily operations. In the 2012 Test year budget LUI has added the 14 

hiring of an Engineer for the Operation and Supervision Engineering to replace the 15 

current employee that will be retiring. In the budget majority of the incurred expenses is 16 

accounted for by the increase of accreditation and overlap in training costs.  17 
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 1 

Distribution Station Equipment Supplies and Expenses : 5017  2 

$ 31,180  3 

Account 5017 incurs the expenses of material trucking and other expenses in operation 4 

of the transformer station equipment recorded in account 1820. In 2010 [¦LΩǎ ŜȄǇŜƴǎŜǎ 5 

for the transformer station are accountable to regular maintenance of [¦LΩǎ aging assets 6 

and directly associated to the prevention of equipment failure. LUI was unable to 7 

perform the entirety of its preventative maintenance in line for the back order of 8 

breakers, and relays. Carryover of the maintenance schedule due to the back order was 9 

ǇǳǎƘŜŘ ƛƴǘƻ ǘƘŜ нлмм ȅŜŀǊΣ ŀƭƻƴƎ ǿƛǘƘ [¦LΩǎ ȅŜŀǊƭȅ ƻƛƭ ǎŀƳǇƭŜ ǘŜǎǘ ŀƴŘ Ƙŀǎ been 10 

budgeted to resume this in the year 2011 which is accounted for however will show a 11 

slight incremental lift. As of July which is where most of the expense is incurred LUI has 12 

performed over $26,000 of maintenance and expects a regular trend of maintenance to 13 

continue with the added cost of inflation.  Forecast for Test year 2012 is assuming a 14 

regular schedule of maintenance adding cost driver of inflation. One added expense in 15 

the future will be fibre connectivity to the substation.  16 

Overhead Distribution Lines and Feeders Labour: 5020  17 

              $ 149,143                                18 

 19 

Account 5020 includes the expense of labour with payroll burden incurred in the 20 

operation of overhead lines from the low voltage connection in the distribution station 21 

to the cǳǎǘƻƳŜǊΩǎ ǇǊŜƳƛǎŜǎΦ In 2010 LUI performed regular maintenance labour to its 22 

overhead lines and feeders.  For the 2011 year, LUI anticipated normal increases to this 23 

account including inflation and salary increase. As well it should be noted that the 24 

increasing costs can be directly ties to preventative maintenance work. LUI is scheduling 25 

preventative maintenance work in order to reduce additional costs related to 26 

emergency and reactive work. 27 
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In the test year 2012 LUI will execute necessary succession planning to transition 1 

employees and manage attrition issues due to [¦LΩǎ aging workforce. LUI will need to 2 

budget the overlapping period for wages and burden to replace a current lineman who 3 

is nearing retirement date. LUI also has built into the budget the hiring of a line man 4 

apprentice of a 5 year Journeyman. The apprentice will be required to know all aspects 5 

ƻŦ [¦LΩǎ ŘƛǎǘǊƛōǳǘƛƻƴ ŀƴŘ ǿƘŜƴ Ŧǳƭƭȅ ǉǳŀƭƛŦƛŜŘ ǊŜǇƭŀŎŜ ȅŜǘ ŀƴƻǘƘŜǊ Ŧǳƭƭ ǘƛƳŜ ƭƛƴŜƳŀƴ ǿƘƻ 6 

will be retiring.    7 

 8 

Overhead  Distribution Lines and Feeders ς Operations Supplies and Expenses: 5025       9 

$ 99,185  10 

Account 5025 incurs the cost of material trucking and other expenses in operating 11 

overhead lines from the low voltage connection in the distribution station to the 12 

ŎǳǎǘƻƳŜǊΩǎ ǇǊŜƳƛǎŜǎ ƛƴ ǊŜƭŀǘƛƻƴ ǘƻ ǘƘŜ ƭŀōƻǳǊ ŀŎŎƻǳƴǘ ŀōƻǾŜΦ This account appears 13 

to have a large increase of $99,185 between 2010 and 2012 due to the actuals in 14 

2010 being understated. In 2010 [¦LΩǎ actual balance before credit adjustments was 15 

approx. $138,000 during the year LUI received a credit from supplier as well as an 16 

allocation of inventory to this account that was intended to be posted in another 17 

account. The total credits and over allocation was approximately $110,000.   18 

For forecasting purposes in year 2011 LUI has used the 2008 Actual and applied a 19 

reasonable inflation rate for the year 2012 Test Year. Had the adjusted $138,000 20 

been used in forecasting LUI would show a differential decrease in this account.  21 

 22 

Meter Expense: 5065                                                       23 

                                               $ 31,316  24 

Account 5065 incurs the expense of operations of customer meters and associated 25 

ŜǉǳƛǇƳŜƴǘΦ  [¦LΩǎ ƻǇŜǊŀǘƛƻƴ ƛƴ this account has increased by $31,316 due to the 26 

supervision required to operate smart meters and moved allocation that includes 27 
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the disconnecting and reconnecting process. Included in the supervisory meter 1 

expenses is the budgeted 1/3 allocation of an FTE including the added burden.   2 

 3 

Table 4-25 Maintenance Variance 2010 Actual vs. 2012 Test 4 

 5 

Maintenance 2010 Actual
2012     

Test    
Variance $ Variance %

5105-Maintenance Supervision and Engineering 0 52,313 52,313 100%

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 10,000 100%

5130-Maintenance of Overhead Services 0 3,000 3,000 100%

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 79,848 194,264 114,416 143%

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% 6 

Maintenance Supervision and Engineering: 5105        7 

               $ 52,313  8 

Account 5105 includes the cost of labour and expenses incurred in the general 9 

supervision and direction of maintenance of the distribution system that cannot be 10 

directly allocated to any particular job/project. In the past LUI has not allocated time 11 

into this account, and in the future LUI has budgeted in succession planning to hire a 12 

technical services technician who will be required for creating required designs and 13 

service orders for new connections and service upgrades (ESA). Other 14 

responsibilities for the technician includes producing designs for new overhead 15 

capital work, capital distributions upgrades and be responsible for distribution asset 16 

management, SCADA system maintenance and FIT and micro-FIT connections. Due 17 

to the variety of responsibilities LUI will be splitting ǘƘŜ ƴŜǿ ŜƳǇƭƻȅŜŜǎΩ wages and 18 

burden with account 5175. 19 
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 1 

Maintenance of Overhead Conductors and Devices: 5125  2 

         $ 10,000  3 

Account 5125 includes the cost of labour materials used and expenses incurred in the 4 

maintenance of overhead distribution line facilities. LUI has not recorded any expenses 5 

since 2008 in this account. LUI will be performing fuse maintenance and updating the 6 

existing fuses to ƻǇŜǊŀǘŜ ƳƻǊŜ ŜŦŦƛŎƛŜƴǘƭȅ ƛƴ [¦LΩǎ system. The new fuses will help reduce 7 

the reactive unplanned costs associated with to fuses being overloaded. Planned 8 

maintenance total cost is anticipated to be $40,000 when complete. For forecasting 9 

purposes in Test Year 2012 LUI has evenly spread the cost over four years to properly 10 

allocate the costs.  11 

Overhead Distribution Lines and Feeders: 5135  12 

              $ (24,150) 13 

[¦LΩǎ CƻǊŜǎǘǊȅ ƳŀƛƴǘŜƴŀƴŎŜ ǿƻǊƪ ǊƻǘŀǘŜǎ ƛƴ ǘƘŜ ŀǊŜŀ built on a cyclical basis of three 14 

different areas. This would include ad hoc work that is required on a demand basis each 15 

year. The change year over year is typically representing the differences in the cycle and 16 

the amount of ad hoc work required.  The notable increase is in 2010 is due to the 17 

Colborne area that we labour every 3rd year. A significant amount of work is required for 18 

this area, however it is part of a trend and it is due to regularly occur every 3 years to 19 

maintain a sustainable working area. The 2012 Test Year uses an average of the cycle 20 

work spread over a four year forecasting model. Above when comparing actual vs. 21 

budget LUI noted as a large decrease of $24,150 due to the higher level of work 22 

required in Colborne on a three year cycle.  23 

 24 

Maintenance of Meters: 5175          25 

                                                $ 114,416  26 
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Account 5175 incurs the expense of meter maintenance and meter testing of 1 

equipment. This cost includes the cleaning, and analysis work necessary to keep the 2 

equipment in service. Notable increases in this account are overstated due to the initial 3 

start-up costs in 2008 incurred as the procurement of materials, and introduction to 4 

smart metering training. Year after year the increases are identified as being due to the 5 

growth of the smart metering program and implementation as consistent with other 6 

[5/ΩǎΦ ¢ƘŜ ƭŀǊƎŜǎǘ ƛƴŎǊŜŀǎŜ ƛǎ ƻŎŎǳǊǊƛƴƎ ōŜǘǿŜŜƴ нлмл ŀƴŘ нл11 in the 7 

installation/introduction period of development. This account also incurs the monthly 8 

expenses of meter fees with Kinetiq, and Sensus for the operation data storage and will 9 

continue to occur monthly. 10 

LUI has identified that with the implementing of Smart Metering and TOU in [¦LΩǎ 11 

region, our responsibilities, and operations are increasing in demand and LUI requires an 12 

(MDA) Meter Data Agent so that LUI is able to efficiently process and maintain the 13 

Smart Metering Program due to the variety of responsibilities this technician will be split 14 

with account 5105 and increases maintenance of meters by $34,875.  A notable cost to 15 

the operations of this account is also due to the repair of faulty meters that needed to 16 

be reinstalled. 17 

 18 

Table 4-26 Billing and Collecting Variance 2010 Actual vs. 2012 Test 19 

 20 

Billing and Collections 2010 Actual
2012     

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 -100%

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% 21 
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Meter Reading Expense: 5310     1 

                                                     $ 
(45,698)

 2 

 Account 5310 decreases in expenses due to the adjustment of meter reading process 3 

and the implementation of Smart Meters. Although there is a decrease in expense in this 4 

account of $45, 698 there is a counter balancing expense in 5175 as LUI is required to 5 

hire a Smart MDA metering Technician for the responsibility of operations.  LUI expects 6 

the benefits to outweigh the costs in the acquisition of this technician.   Note that the 7 

ƻŦŦǎŜǘǘƛƴƎ Ŏƻǎǘǎ ǊŜƭŀǘŜŘ ǘƻ άƳŜǘŜǊ ǊŜŀŘƛƴƎέ ŜȄǇŜƴǎŜΣ ƛǎ ǊŜŀƭƭƻŎŀǘŜŘ ǘƻ ƳŜǘŜǊ ƳŀƛƴǘŜƴŀƴŎŜ 8 

expense, in account 5175. 9 

 10 

 11 

Collecting: 5320    12 

                                                                             $
26,547

 13 

!ŎŎƻǳƴǘ ронл ƛƴŎǳǊǎ [¦LΩǎ ǊŜƭŀǘŜŘ Ŏƻǎǘ ǘƻ ǘƘŜ ŎƻƭƭŜŎǘƛƻƴ ƻŦ ƛǘǎ ŎǳǎǘƻƳŜǊ ŀŎŎƻǳƴǘǎΦ ¢ƘŜǎŜ 14 

costs include the salaries and wages with payroll burden, legal fees and other expenses 15 

related to the collecting office for LUI. A notable increase to this salary account between 16 

2008 actual and the 2012 test year is due to additional staff hired in collections as 17 

detailed in schedule Change in Employee Compensation & Benefits below. Year after 18 

year changes in compensation and benefits show instances of employee compliment, 19 

base wage increases, situational overtime and benefits by employee can account for the 20 

increases in this account additionally, increase demand of customer service 21 

representation expenses have been budgeted to handle the anticipated increase in call 22 

volume due to the introduction of Time of Use billing in 2011. 23 

Miscellaneous Customer Accounts Expense: 5340   24 

                    $ 
89,852

 25 

 Account 5340 includes the cost of labour, materials used and expenses incurred not 26 

provided for in other accounts. In 2010 LUI used variable pricing for its billing A.S.P  and 27 
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expensed all invoicing of software support, software solutions, and monthly fees. This 1 

account increases by $89,852 between 2010 actual and 2012 when Ecaliber moved from 2 

variable pricing to fixed pricing and is also ŘǳŜ ǘƻ [¦LΩs plans to upgrade the finance 3 

system. This will ƎǊŜŀǘƭȅ ƛƳǇǊƻǾŜ ǘƘŜ ǇǊƻŘǳŎǘƛǾƛǘȅ ƻŦ [¦LΩǎ ƻǊƎŀƴƛȊŀǘƛƻƴΦ !ƴƻǘƘŜǊ ŀŘŘŜŘ 4 

reoccurring expense will be the increase in cost for Utilismart fees by approximately 5 

$15,000 yearly.  Utilismart provides settlement services for electric utilities and large 6 

users in the deregulated Ontario electricity market.  Additional factors for the increase 7 

include the rate of inflation and climbing rate of fixed fees. 8 

 9 

Table 4-27 Community Relations Variance 2010 Actual vs. 2012 Test 10 

Community Relations 2010 Actual 2012     

Test    
Variance $ Variance %

5405-Supervision 0 0 0 0%

5410-Community Relations - Sundry 13,355 14,345 990 7%

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 13,355 14,345 990 7% 11 

Community Relations: 5410 12 

                                                           $ 990  13 

[¦LΩǎ ŜƳǇƭƻȅŜŜǎ ŘƛǊŜŎǘƭȅ ŜƴƎŀƎŜ ƛƴ ǇǊƻǾƛŘƛƴƎ ǎŜǊǾƛŎŜǎ ǘƻ ǘƘŜ ŎƻƳƳǳƴƛǘȅΣ ŀƴŘ [¦L ŀƭǎƻ 14 

provides assistance to services acquired outside the organization. 5410 is the account 15 

that incurs the cost of material and expenses in carrying out community benefiting 16 

functions. These costs are necessary to inform customers of all the new changes in the 17 

industry and at [¦LΩǎ utility including smart meters and TOU pricing. The largest notable 18 

increase occurred in 2010 of $500 related to advertisement of Conservation Demand 19 

Management and Green Initiatives. A yearly occurrence of supporting the Winter 20 

Warmth Program is variable by approx. $5000/ calendar year. The increase between the 21 

year 2010 and the Test Year 2012 is solely accounted for by the rate of inflation.  22 
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Table 4-28 Administrative and General Variance 2010 Actual vs. 2012 Test 1 

Administrative and General Expenses 2010 Actual
2012     

Test    
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 6%

5625-Adminsitrative Expense Transferred-Credit 0 0 0 0%

5630-Outside Services Employed 70,228 155,405 85,178 121%

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 2,448 111%

5665-Miscellaneous General Expenses 0 855 855 100%

5670-Rent 0 0 0 0%

5675-Maintenance of General Plant 32,398 84,371 51,973 160%

5680-Electrical Safety Authority Fees 53,616 47,546 (6,070) -11%

5681-Special Purposes Charge Expense 106,153 0 (106,153) -100%

5685-Independent Market Operator Fees and Penalties 0 0 0 0%

5695 - OM&A Contra Account (53,778) 0 53,778 -100%

Sub-Total 1,019,724 1,281,489 261,765 26% 2 

Management Salaries and Expenses: 5610   3 

                                 $ 68,230  4 

 5 

LUI incurs the salary, burden and expenses to the management of its employees in 6 

account 5610. In the year 2010 additional staff was hired in this account for human 7 

resources and finance departments as detailed in schedule Change in Employee 8 

Compensation & Benefits below. Notable acquisition in the Management category 9 

includes the hiring of a Chartered Accountant as well as the addition of Vice President of 10 

Operations in 2011. A notable change occurring in this time frame was the change of 11 

president in the organization. Transitional costs were incurred to this account for the 12 

overlapping of this organizational leadership change. The increase of $44,230 is 13 

principally associated to overlapping period during the transitional period. 14 

General Administrative Salaries and Expenses: 5615   15 

              $ 52,607  16 

 17 

The significant costs between 2010 and 2012 that occurred were in 2010 and primarily 18 

contributed to the variance in account 5615: An increase in the Finance department of a 19 

Financial Analyst in year 2011and also hiring of a an Administrative Assistant in Human 20 
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Resources Department in the year 2010.  These increases are reflecting the wages and 1 

burden and progression in salary. Variable costs incurred in this account are the 2 

administrative students that are hired to cover vacation this varies between one to 3 

three hires a year in the summer months. !ǎ ǘƘŜǊŜ ŀǊŜƴΩǘ ŀƴȅ Ǉƭŀƴǎ ƻƴ ƳƻǾŜƳŜƴǘ ƛƴ ǘƘƛǎ 4 

account for the next rate period, increases in this account are attributable to the cost 5 

driver of inflation 3%. 6 

 7 

Outside Services and Expenses: 5630  8 

                                          $ 85,178  9 

 10 

LUI uses third party services and professional consultants for performing general 11 

services which are not applicable to a particular operation function or to other 12 

accounts. IFRS fees were incurred beginning in 2009 when LUI was required to 13 

implement IFRS. LUI as other utilities had to incur the expense of initial set up costs, 14 

and overheads related to conferences and outside services. In 2010 IFRS was again 15 

deferred in implementation. IFRS conversion and auditing fees are expected to 16 

amount to $30,000 by the test year in 2012, and the cost of transition to IFRS will 17 

amount to approx. $50,000 which is allocated over 4 years for even recovery.  18 

 LUI has recently moved to smart metering time of use billing and has budgeted to 19 

provide customers with website information. LUIs I.T department added one 20 

summer student to assist with the added task and increase of work demand. LUI 21 

anticipates having to hire third party services to complete this service. LUI budgets 22 

this service to cost approximately $20,000 in 2012. 23 

 Additionally LUI will be required to hire an outside service engineer for ¼ of test year 24 

2012 in anticipation of LUI hiring a full time employee ǘƻ ǇŜǊŦƻǊƳ ǿƻǊƪ ǘƻ [¦LΩǎ 25 

capital assets. LUI has budgeted $40,000 to this account for this overlap period, and 26 

has allocated over 4 years meaning an increase of $10,000 is shown in the budget 27 

planning for test year 2012.  28 
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      Notable increases occurred between 2010 and 2012 due to the occurrence of Cost of 1 

Service year, for legal fees, consulting services and similar costs are expected to be 2 

incurred during the 2011 and 2012 rate application process again. LUI attributes this 3 

type of expense to being a small utility with limited staff power to handle the 4 

increase demand.  5 

 6 

Regulatory Expenses: 5655    7 

                                                        $ 44,780  8 

 9 

Account 5655 incurs the expenses for formal cases before the Board or other regulatory 10 

bodies. Account 5655 also includes payments made to a regulatory body for fees 11 

assessed against the utility for pay and expenses of approved company. In 2010 LUI 12 

incurred the expenses of $28, 000 for Board Assessments, $6500 for legal services, 13 

$5000 for Electrical Safety Authority cost recovery, $1,000 for human resource training, 14 

$2500 for cost awards, and $12,000 to hire Consultants for Lost Revenue Adjustment 15 

Model factors.  The reporting requirements of electricity have increased the amount of 16 

costs associated with regulatory reporting in [¦LΩǎ industry and therefore increased fees 17 

as well. LUI is a small utility and must account for the added costs due to filing every 18 

year and performing cost of service every 4 years. This complex frame work requires 19 

many personnel and LUI is required to incur additional costs due to the requirement of 20 

consultants and mediators. Because these costs are not anticipated to decrease for the 21 

upcoming years, in 2011 LUI has applied the rate of inflation for reflecting increase. Due 22 

to the Cost of Service rate application LUI anticipates that the Test year 2012 will expand 23 

to over $103,000, the total was amortized over 4 years of the application and the 2012 24 

Test year was increased by $40,000 yearly to allocate the costs associated with rate 25 

application. Recovery will appear in quarters until the next cost of service application. 26 

 27 
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Maintenance of General Plant: 5675  1 

                                           $ 51,973  2 

 3 

Account 5675 incurs the cost to general functions of labour, materials and expenses in 4 

which it is related to the maintenance of property and assets.  The increase of $ 51, 973 5 

is a result of ǳǇŘŀǘƛƴƎ ƻŦ [¦LΩǎ ŀƎƛƴƎ ŎŀǇƛǘŀƭ ŀƴŘ ƳŀƛƴǘŜƴŀƴŎŜ most of which is 6 

specifically related to the maintenance required to [¦LΩǎ buildings. Maintenance is 7 

required to preserve the buildings usefulness and for preventative actions against any 8 

failures in the office.   9 

The largest variance to this account will occur in the year 2011 and 2012 as LUI 10 

undergoes a large renovation project to its office decaying interior and exterior. LUI has 11 

already started to perform the repair and replacement of the roofing, and 12 

reinforcement of the interior walls in the office building.  13 

 14 

 15 

Special Purposes Charge Expense: 5681   16 

                                    $ (106,153) 17 

 18 

LUI incurred a onetime special purpose charge expense of $ 106,153 due to the recovery 19 

of the expenses incurred and the expenditures made by the Ministry of Energy and 20 

Infrastructure in respect of its Green Energy Act and conservation demand programs or 21 

ǊŜƴŜǿŀōƭŜ ŜƴŜǊƎȅ ǇǊƻƎǊŀƳΦ hƴǘŀǊƛƻ 9ƴŜǊƎȅ .ƻŀǊŘ ŀǎǎŜǎǎŜŘ [¦LΩǎ άvέ variable as being 22 

calculated as $0.0003725. This regulation is to support conservation of energy and 23 

reduce demand on load during peak hours. This expense is not expected to recur at a 24 

later date, and expenses are current by being appropriately recovered via a rate rider.  25 

 26 

 27 

 28 

OM&A Contra Account: 5695    29 

                                                    $ 53,778  30 
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 1 

This account is used for the purpose of recording the offsetting entry for OM&A 2 

accounts recorded in account 1556, Smart Meter OM&A Variance account. LUI has no 3 

forecast for this account, and actuals for 2010 were amounting to ($53,778). The 4 

forecast of $0 for 2012 is misrepresentative of an increase of $53,778. LUI anticipates 5 

that the 1556 DVA Smart Meter OM&A will be approved for disposition in this 2012 Cost 6 

of Service Rate Application.  7 

 8 

 9 

The table below sets out the OM&A cost per customer and Full Time equivalent employee. 10 

 11 

Table 4-29 ς OM&A Per Customer and FTE 12 

Description 2008 Actual 2009 Actual 2010 Actual 2011 Bridge Year 2012 Test Year

Number of Customer (Excluding Connections) 9,118 9,386 9,503 9,666 9,832

Total OM&A Expense 1,884,617$           1,855,224$           2,099,690$           2,449,126$            3,067,314$           

OM&A Cost per Customer 207$                      198$                      221$                      253$                        312$                      

Number of FTEs 16.50 17.50 19.00 19.50 22.25

FTE/ Customer 0.00181 0.00186 0.00200 0.00202 0.00226

OM&A Cost per FTE 114,219.23$        106,012.78$        110,510.01$        125,596.20$          137,856.79$         13 

 14 

The number of customers includes the average number of residential, GS<50 and GS>50 15 

customers as found in LUIΩǎ [ƻŀŘ CƻǊŜŎŀǎǘ Weather Regression Model.   16 

LUI has not included any one-time costs in this application of test year 2012.  Any costs that are 17 

incurred over a period of time have been averaged over the four year period of this cost of 18 

service rate application. 19 
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LUI has included the cost of the Winter Warmth Assistance Program (LEAP) in account 5410 ς 1 

Community Relations calculated as an average assistance amount of $5000 yearly. 2 

Regulatory costs as indicated in the variance analysis are presented in Table 4-30.  Regulatory 3 

costs for the 2012 rate application, including LUI consulting costs as well as anticipated Board 4 

and Intervener expenses have been considered over a four year period in the 2012 OM&A 5 

budget. The costs that have been included are indicated below: 6 

 7 

 8 

 9 

Table 4-30 - Regulatory Costs 10 

 11 

Regulatory Cost Category                          

(A)

USoA Account 

(B)

Ongoing or 

One Time Cost                     

( C)

2008 Actual         (D)
2009 Actual           

(E)

2010 Actual           

(F)

2011 Bridge 

Year              

(G)

% Change in Bridge 

Year vs. Last Year of 

Actuals (H)=((G-F)/F)

2012 Test Year 

Forecast         (I)

% Change in 

Bridge vs Test 

Years            (J)=((I-

G)/G)

 1. OEB Annual 

Assessment 5655 Ongoing 23,032$                    18,914$                    27,071$                   33,624$          24% 34,632.66$      3%

2. OEB Hearing 

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

3. OEB Section 30 Costs - 

(applicant initiated) 5655 Ongoing 1,526$                       745$                          907$                        1,371$            51% 1,411.80$         3%

4. Expert Witness Cost for 

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

5. Legal Costs for 

Regulatory Matters 5655 One-Time/4 41,079$                    7,378$                       6,405$                     7,820$            22% 18,054.60$      131%

6. Consultant Costs for 

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

7. Operating Expenses 

Associated with Staff 

Resources Allocated to 

Regulatory Matters 5655 Ongoing 1,077$                       258$                          982$                        3,643$            271% 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 -$                           -$                         -$                0% -$                  0%

10. Any other costs for 

Regulatory Matters 5655 Ongoing 4,612$                       5,154$                       5,418$                     5,586$            3% 5,753.58$         3%

11. Intervenor Costs 5655 One-Time/4 -$                           2,502$                     2,500$            0% 4,575.00$         83%

Sub Total - Ongoing Costs 5655 30,246$                    25,072$                    34,378$                   44,224$          29% 56,440$            28%

Sub Total - One Time 

Costs 5655 55,509$                    7,378$                       23,832$                   41,323$          73% 47,123$            14%

Total 85,754.95$               32,449.23$               58,209.77$             85,546.94$    102% 103,562.35$    42% 12 
 13 

 14 

 15 
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CHARGES TO AFFILIATES FOR SERVICES PROVIDED  1 

 2 

Introduction 3 

LUI provides and receives services from an affiliate company; Lakefront Utility Services 4 

Inc. (herein forth referred to as LUSI) and Cobourg Network Inc (herein forth referred to 5 

as CNI). LUI also performs services for its shareholderΩǎ ǘƘŜ Town of Cobourg Holdings Inc.  6 

LUSI provides water service to the Town of Cobourg Holdings Inc. A summary of charges 7 

to affiliates for services provided in 2008 Actual, 2009 Actual, 2010 Actual together with 8 

the projections for the 2011 Bridge Year and 2012 Test Year, are shown in the following 9 

Table 8. 10 

SERVICES PROVIDED BY AFFILIATES to LUI  11 

 12 

Management Related Services 13 

LUSI accounting staff provides accounting services to LUI including accounts 14 

receivable and payable, payroll, as well as financial planning and reporting.  LUSI IT 15 

staff provides computer and network related services.  In addition the President, 16 

Director of Finance and Regulatory Compliance, Treasurer and Corporate Secretary 17 

provide certain management services to LUI including strategic and financial 18 

planning, Board meeting preparation and attendance, and Human Resources.  LUI 19 

is billed monthly for these services based on actual costs.  Actual costs are passed 20 

through costs with no markup and are determined by the fully burdened hourly 21 

cost of each employee multiplied by the number of hours reported on their 22 

respective timesheets for services to LUI.  All employees are required to submit 23 

timesheets weekly and are able to record time spent on activities in quarter hour 24 

increments.  25 
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Water & Sewer Billing Services 1 

LUSI provides to LUI water and sewer billing services, who provides this service to 2 

Town of Cobourg and Cramahe Township.  These services include meter reading, 3 

billing, bill collection and payment, and other customer services as required.  By 4 

providing this service, LUI has been able to combine meter reading, billing, 5 

collections and customer service functions.  Approximately 75% of the bills issued 6 

each month are shared electricity/water and sewer bills.  A cost sharing 7 

arrangement was reached between LUSI and LUI under the assumption that the 8 

number of bills shared (75%) was a fair representation of all Billing and Collecting 9 

services provided by LUI and that the costs related to these shared amounts should 10 

be equally shared.  LUSI has therefore billed LUI 37.5% (50% of 75%) of all Billing 11 

and Collecting expenses.  This has been done through a cost re-allocation, with the 12 

appropriate amount of expense being reduced from LUSIΩǎ ŜȄǇŜƴǎŜǎ ŀƴŘ re-13 

allocated to LUIΩǎ ŜȄǇŜƴǎŜǎΦ  14 

Street Light and Sentinel Light Services 15 

LUSI is a non-profit services company that provides manpower required by the Town of 16 

Cobourg to maintain the streetlights.  LUI the affiliate provides LUSI the trucks required 17 

to perform the required functions in order for LUSI to meet its obligations. LUSI is 18 

charged the actual cost of the truck by LUI on a straight line pass thru methodology. 19 

These services are provided based on employee time at fully burdened rates, as well as 20 

truck and material expenses at fully burdened costs.   21 

Fibre Rental 22 

CNI provides internet, access and services to LUI and LUSI to operate the billing system 23 

through the application service provider model via Ecaliber in order to provide billing 24 

services for both LUI and LUSI.  LUI rents fibre from CNI to connect its control room with 25 

its office, and garage and splits these costs with LUSI.  Expenses are calculated at Cost 26 

and expenses for fibre rental are reported in account 5620 ς Office Supply Expense.   27 
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 1 

SERVICES PROVIDED BY LUI to AFFILIATES 2 

 3 

Office Rental 4 

 LUI rents office space to LUSI and other affiliate CNI.  The office space is a shared 5 

building space and LUSLΩǎ ƻŦŦƛŎŜ ǎǇŀŎŜ ƛǎ ŀǇǇǊƻȄƛƳŀǘŜƭȅ плл ǎǉ Ŧeet. /bLΩǎ ƻŦŦƛŎŜ ǎǇŀŎŜ ƛǎ 6 

approximately 30 sq feet. Rent excludes property taxes, and excludes utilities.  Rent is 7 

based on $10 per square foot.  Rental revenue is recorded in account 4205 8 

Interdepartmental Rental Revenue. 9 

TABLE 4-31 - SHARED SERVICES/CORPORATE COST ALLOCATION  10 

 11 

From To

LUI LUSI Office Rental COST BASED 4205 48,000$           48,000$           48,000$           48,000$           48,000$           

LUI CNI Office Rental COST BASED 4205 3,600$              3,600$              3,600$              3,600$              3,600$              

CNI LUI Fibre Rental COST BASED 5620 3,000$              3,000$              3,000$              3,000$              3,000$              

LUSI LUI Water & Sewer Billing Services MARKET 4236 30,000$           30,000$           30,000$           30,000$           30,000$           

LUSI LUI Finance Audit & Consulting COST BASED 5630 7,309$              62,427$           70,228$           125,423$         66,347$           

LUSI LUI Corporate Administration COST BASED 5610.02.01.10 315,825$         343,623$         411,753$         410,388$         370,397$         

LUSI LUI Directors Fees, Insurance,  Meeting  & Admin Expense COST BASED 5605/5640.02.01.02 47,932$           40,092$           33,576$           40,533$           40,533$           

LUSI LUI Management Fee COST BASED 5605 -$                  -$                  19,717$           20,000$           20,000$           

Actual 2010 Bridge 2011 Test 2012Actual 2009

Name of 

Company Service Offered
Pricing 

Methodology
Actual 2008G/L

 12 

 13 

Purchase of Products  and Services from Non-Affiliates 14 

 15 

LUI purchases many services and products from third parties.  Tables 4-32, 4-33 and 4-34 16 

disclose the expenditures by vendor where the annual amount exceeded $5,000 per year, for 17 

the years 2008, 2009 and 2010, respectively.  Table 4-35 contains the vendor information for 18 

2011 where the year to date amount has exceeded $3000 as of May 31st 2011.  19 
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Commitments to suppliers have not been made for the Test Year (2012). Purchases for 2012 1 

operating and capital works will continue to be based on the methodology contained within 2 

LUIΩǎ draft Procurement Policy, which has been attached at the end of this exhibit as Appendix 3 

B.  4 

Table 4-32 2008 Non-Affiliate Services 5 

YEAR VENDOR Amount Service/Product GL Procurement Method

2008 K-TEK ELECTRO 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 5025 RFQ

2008 COMMERCIAL EQUIPMENT CORP 3,922.38$                                   Line Materials 5025 RFQ

2008 LAKEPORT POWER LTD 4,036.08$                                   Overhead Maintenance 5025 RFQ

2008 SHEPHERD UTILITY EQUIP. 4,424.72$                                   Line Materials 5025 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 SUPPLY HD U 26,582.96$                                 Materials 5160 RFQ

2008 OSHAWA PUC NETWORKS 9,945.00$                                   Meter Maintenance 5175 RFQ

2008 UTIL-ASSIST UTILAS 16,157.63$                                 Professional Services 5175 GROUP - CHEC

2008 THE RITZ 37,540.49$                                 Meter Reading 5310 SOLE SERVICE

2008 MEARIE MANAGEMENT INC. M 44,898.84$                                 Insurance 5610 GROUP INDUSTRY

2008 DIGITAL POSTAGE ON CALL 27,600.63$                                 Postage Provider - Administrative 5620 SOLE SERVICE

2008 MTS ALLSTREAM INC. ALLST 3,110.79$                                   Phone Provider - Administrative 5620 RFQ

2008 RICOH CANADA INC, 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 audit inspection service 5630 SOLE SERVICE

2008 RDI CONSULTING INC. RD11 8,000.00$                                   Regulatory Consulting Services 5630 RFQ

2008 ALTERNATIVE RISK SERVICES 7,534.08$                                   Liability Insurance 5640 RFQ

2008 BDO DUNWOODY 46,725.00$                                 Regulatory Professional Services 5655 RFP

2008 ELECTRICAL SAFETY AUTHORITY 4,611.76$                                   Regulatory Professional Services 5655 REGULATOR

2008 ERIE THAMES SERVICES CORP 110,298.45$                              Regulatory Professional Services 5655 MULTI YEAR CONTRACT

2008 OGILVY RENAULT OGILVY 41,970.53$                                 Regulatory Professional Services 5655 RFP

2008 ONTARIO ENERGY BOARD OEB 24,557.94$                                 Regulatory Professional Services 5655 REGULATOR

2008 ONTARIO LINE CLEARING & 28,200.24$                                 Tree Trimming 5135 RFP

2008 UTILITY FINANCIAL UTIFIN 8,655.06$                                   Regulatory Professional Services 5655 SOLE SERVICE

2008 ELECTRICITY DIST. ASSOC. 13,150.00$                                 Advertising Expenses 5660 GROUP/INDUSTRY

2008 UNION GAS LTD. UNION 4,578.90$                                   Gas Utility Provider 5675 SOLE SERVICE

2008 CHEC ASSOCIATION INC. 9,601.00$                                   Professional Services Group Consulting 5680 GROUP/CHEC

2008 UTILITIES STANDARDS FORUM 7,200.00$                                   Line Training 5680 GROUP/INDUSTRY

Table 4-32 2008 Non-Affiliate Services

 6 
  7 

 8 
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Table 4-33 2009 Non-Affiliate Services 1 

YEAR VENDOR Amount Service/Product GL Procurement Method

2009 AGO INDUSTRIES INC. #AGO 5,588.82$             Overhead Distribution Materials 5025 RFQ

2009 ALTERNATIVE RISK SERVICES 14,316.40$           Liability Insurance 5640 RFQ

2009 BEHAN CONSTRUCTION LTD. # 3,784.44$             Underground Line Maintenance/ Excavation 5045 RFQ

2009 CHEC ASSOCIATION INC. #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 CORP 3,674.95$             Line Materials 5025 RFQ

2009 CRAWFORD & ASSOCIATES #CR 11,410.00$           Staffing Consulting Services 5630 SOLE SERVICE

2009 DIGITAL POSTAGE ON CALL # 28,613.89$           Postage Provider - Administrative 5620 MARKET RATE

2009 DURHAM MANAGEMENT #DMC 3,200.00$             Professional Service Fees 5630 RFQ

2009 ECALIBER #ECALIB 126,039.29$         Software 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 EULER HERMES ACI #EULER 13,928.10$           Insurance 5640 GROUP INDUSTRY

2009 FERGUSON ELECTRIC #FERELE 3,390.42$             Office Renovation Service 5675 RFQ

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

2009 HD UTILITIES SUPPLY #HD U 26,887.95$           Materials 5160 RFQ

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

2009 K-TEK ELECTRO SERVICES #K 5,000.00$             Transformer Maintenance 5017 RFQ

2009 LAKEPORT POWER LTD #LAKEP 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 ONTARIO LINE CLEARING & # 32,810.00$           Tree Trimming 5655 RFQ

2009 OSHAWA PUC NETWORKS #OSHA 9,370.00$             Meter Maintenance 5175 RFQ

2009 RICOH CANADA INC, #RICOH 4,695.41$             Materials Supplier - Administrative 5620 RFQ

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

2009 TELIZON INC/QUINTE LONG # 6,235.42$             Phone Provider 5620 MARKET RATE

2009 THE RITZ 35,990.15$           Meter Reading 5310 SOLE SERVICE

2009 UNION GAS LTD. #UNION 5,136.30$             Gas Utility Provider 5675 MARKET RATE

2009 UTIL-ASSIST #UTILAS 12,274.80$           Professional Services 5175 GROUP CHEC

2009 UTILITIES STANDARDS FORUM 6,200.00$             Line Training 5680 GROUP INDUSTRY

2009 WASTE MANAGEMENT #WASTE 4,059.33$             Recycling Service 5675 MARKET RATE  2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 
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Table 4-34 2010 Non-Affiliate Services 1 
YEAR VENDOR Amount Product / Service GL Procurement Method

2010 1429714 ONTARIO IN 5126 5,878.34$             A/C System 5675 SOLE SERVICE

2010 AGO INDUSTRIES INC. #AGO 3,857.65$             Overhead Distribution Materials 5025 RFQ

2010 ALTERNATIVE RISK SERVICES 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 Damages 5644 RFP

2010 BURMAN ENERGY CONSULTANTS 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 CORP 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 MAINTENANCE 61,225.00$           Tree Trimming 5655 RFP

2010 CRU SOLUTIONS #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 #DMC 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 #HD U 29,558.63$           Materials 5160 RFQ

2010 KLEEN ZONE LTD #KLEEN 5,157.31$             Office Maintenance Service 5675 RFQ

2010 LAKEPORT POWER LTD #LAKEP 8,618.24$             Overhead Maintenance 5025 RFQ

2010 MEARIE MANAGEMENT INC. #M 52,261.26$           Insurance 5610 GROUP INDUSTRY

2010 MMI UTILITY SERVICES INC. 3,610.00$             Electric Distribution Service 5610 SOLE SERVICE

2010 ONTARIO ENERGY BOARD #OEB 27,978.39$           Regulatory Professional Services 5655 REGULATOR

2010 RICOH CANADA INC, #RICOH 3,680.83$             Materials Supplier - Administrative 5620 RFQ

2010 SANEXEN ENVIRONMENTAL SER 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 THE RITZ/NICK RIZZO #THE 37,970.97$           Meter Reading 5310 SOLE SERVICE

2010 UTILITIES STANDARDS FORUM 10,300.00$           Line Training 5680 GROUP INDUSTRY

2010 WASTE MANAGEMENT #WASTE 3,421.36$             Recycling Service 5675 SOLE SERVICE  2 

 3 

 4 

 5 

 6 

 7 
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Table 4-35 2011 Non-Affiliate Services 1 
YEAR VENDOR Amount GL Product / Service Procurement Method

2011 AGO INDUSTRIES INC 5382 4,513.95$             5025 Overhead Distribution Materials RFQ

2011 ALTERNATIVE RISK SERVICES 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 POSTAGE ON CALL # 20,215.70$           5620 Postage Provider - Administrative MARKET RATE

2011 DURHAM MANAGEMENT #DMC 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 THE RITZ/NICK RIZZO #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  2 
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 1 

EMPLOYEE COMPENSATION, INCENTIVE PLAN EXPENSES, PENSION 2 

EXPENSE AND POST RETIREMENT BENEFITS: 3 

 4 

Compensation/Performance System 5 

 6 

Union 7 

LUIΩǎ unionized staff is represented by the CUPE Canadian Union of Public Employees.  The 8 

current collective agreement expires January 31, 2014 and LUI will be entering formal 9 

negotiations prior to then.  The current agreement, was entered into in February 2010, and 10 

included annual wage increases of 3% per year for 2010, 2011, 2012, and 2013.     11 

Executive/Management 12 

LUI ŎƻƭƭŜŎǘǎ Ǉŀȅ ƳŀǊƪŜǘ Řŀǘŀ ŦǊƻƳ hƴǘŀǊƛƻΩǎ [5/ ŀƴŘ bŀǘƛƻƴŀƭκ wŜƎƛƻƴŀƭ {ŀƭŀǊȅ {ǳǊǾŜȅǎ ƛƴ ƻǊŘŜǊ 13 

to pay competitive salaries to its staff, and assist in retaining talented people. Executive and 14 

Management compensation plan consists of salaries and benefits.  Each position within the 15 

company has been placed on a pay scale which is reviewed annually by senior management and 16 

the Board of Directors.  9ŀŎƘ ŜƳǇƭƻȅŜŜΩǎ Ǉƻǎƛǘƛƻƴ ǿƛǘƘƛƴ ǘƘŜir respective range is reviewed 17 

based on performance and an inflationary adjustment. The planned for increase is 3% per year 18 

for 2010, 2011, 2012, and 2013. Each grade allows for five possible progression steps. 19 

Management employees and supervisors, except ǘǊŀŘŜΩǎ forepersons, are not paid overtime 20 

pay. Changes to senior management compensation, if any, are approved by the Board of 21 

Directors.  LUI does not offer any incentive or bonus compensation at this time. 22 

Wƻō ǇŜǊŦƻǊƳŀƴŎŜ ƛǎ ŀƭƛƎƴŜŘ ǿƛǘƘ [¦LΩǎ ǾƛǎƛƻƴΣ Ƴƛǎǎƛƻƴ ŀƴŘ ƎƻŀƭǎΦ !ƴƴǳŀƭƭȅ ǿƘŜƴ ǉǳŀƭƛŦȅƛƴƎ 23 

employees are schedules for progression, a formal evaluation is conducted by the supervisor 24 

ƳŀƴŀƎŜǊ ŀƴŘ ƛǎ ǎƘŀǊŜŘ ǿƛǘƘ ǘƘŜ ŜƳǇƭƻȅŜŜΦ LŦ Ƨƻō ǇŜǊŦƻǊƳŀƴŎŜ ƛǎ ōŜƭƻǿ [¦LΩǎ ŀŎŎŜǇǘŜŘ ǎǘŀƴŘŀǊŘ, 25 

pay progression is withheld. Job performance is reviewed for any internal promotions or job 26 

vacancies as well.  27 



LAKEFRONT UTILITIES INC.  

EB-2011-0250 

EXHIBIT 4  

             Page 75 of 265 

 1 

Benefits 2 

A comprehensive and competitive benefits package exists which includes medical insurance, life 3 

insurance, vacation and an employee company shared 50/50 retirement plan.  The plans are 4 

designed to address the health and welfare needs of the employee population with similar 5 

plans for both union and management employees. 6 

All full time staff participates in the OMERS pension plan unless due to years of service and age, 7 

they no longer qualify.   8 

All full time staff participates in Post-Retirement Benefits until the age of 65 years old, the 9 

accrued expense is based on an actuarial valuation.  The latest copy of the valuation has been 10 

provided as Appendix D. 11 

Employee Compensation and Benefits 12 

LUI has set out the information in Table 4-36 below according consistent with Section 2.7.4 of 13 

the June 12, 2011 Ontario Energy Board Chapter Two of the Filing Requirements which states, 14 

άWhere there are three or fewer employees in any category, the applicant should aggregate 15 

this category with the category to which it is most closely related. This higher level of 16 

aggregation should be continued, if required, to ensure that no category contains three or 17 

fewer employees.έ  [¦L Ƙŀǎ ŀƎƎǊŜƎŀǘŜŘ ŀŎŎƻǳƴǘ рслр ǿƛǘƘ ŀŎŎƻǳƴǘ рсмр ŀƴŘ ǿƛƭƭ ǎƘƻǿ 18 

expenses and salaries in 5605 recorded into 5615. LUI has aggregated the executive and 19 

management together in the management category.   20 

For the purposes of RRR reporting, LUI has previously reported the actual wages and salaries 21 

paid of all employees and did not include year-end accruals to the general ledger. LUI notes that 22 

in order to be consistent with the RRR 2.1.5 criteria effective May 1, 2010, all years have been 23 

reported on the same basis, thus temporary and contract staff, Board of Directors and students 24 
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have not been included. Previously reported 2.1.5 labour figures for 2008 to 2010 included 1 

these amounts.  2 

The salaries and wages amount include all salaries and wages paid, inclusive of vacations, stat 3 

holidays, floater holidays, sick leave, bereavement leave and other miscellaneous paid leave 4 

(i.e. jury duty), which may be considered as benefits, however they are not considered for the 5 

purpose of analysis. 6 

¢ƘŜ ōŜƴŜŦƛǘǎ ŀƳƻǳƴǘǎ ƛƴŎƭǳŘŜ ǘƘŜ ŜƳǇƭƻȅŜǊΩǎ Ŏƻǎǘ ǘƻ ǇǊƻǾƛŘŜŘ 9ȄǘŜƴŘŜŘ IŜŀƭǘƘ /ŀǊŜΣ 5ŜƴǘŀƭΣ 7 

Long Term Disability and Life Insurance to its employees. 8 

Employee complement, compensation and benefits are set out in Table 4-36 below.  9 
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Table 4-36 2008-2012 Employee Complement Compensation Benefits 1 

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 19.50 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 $273,848 $307,106 $333,158 $347,900 $367,607

Non Union $235,972 $287,852 $379,969 $455,487 $502,590

Union $562,915 $537,374 $572,879 $562,250 $764,783

Total $1,072,735 $1,132,332 $1,286,006 $1,365,637 $1,634,980
Current Benefits

Executives & Management $79,516 $84,073 $82,655 $88,458 $101,994

Non Union $0 $0 $0 $0 $0

Union $48,797 $52,979 $53,465 $55,599 $65,795

Total $128,313 $137,052 $136,120 $144,057 $167,789
Accrued Pension and Post Retirement Benefits

Executives & Management

Non Union

Union

Total $73,986 $70,677 $89,371 $94,582 $110,164
Total Benefits ( Current + Accrued)

Executives & Management $51,643 $56,339.33 $58,416.63 $60,794.11 $62,494.50

Non Union $44,500 $52,807.13 $66,624.56 $79,594.50 $85,442.09

Union $106,156 $98,582.54 $100,449.81 $98,250.89 $130,015.89

Total $202,299 $207,729 $225,491 $238,639 $277,952
Total Compensation (Salary, Wages & Benefits)

Executives & Management $325,491 $363,445 $391,575 $408,694 $430,102

Non Union $280,472 $340,659 $446,594 $535,081 $588,032

Union $669,071 $635,957 $673,329 $660,501 $894,799

Total $1,275,034 $1,340,061 $1,511,497 $1,604,276 $1,912,933
Compensation - Average Yearly Base Wages

Executives & Management $109,539 $102,369 $102,510 $107,046 $113,110

Non Union $58,993 $67,730 $75,994 $82,816 $87,407

Union $55,826 $51,984 $52,889 $51,900 $57,455

Total $224,359 $222,082 $231,392 $241,762 $257,971
Compensation - Average Yearly Overtime

Executives & Management $0 $0 $0 $0 $0

Non Union $0 $0 $0 $0 $0

Union $4,652 $4,539 $4,327 $4,327 $3,511

Total $4,652 $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 $7,598 $7,282 $7,207 $7,515 $7,594

Non Union $0 $0 $0 $0 $0

Union $4,663 $4,589 $4,661 $4,723 $4,899

Total $12,261 $11,870 $11,868 $12,238 $12,492

TOTAL COMPENSATION$1,275,034 $1,340,061 $1,511,497 $1,604,276 $1,912,933

TOTAL COMPENSATION CHARGES TO OM&A$675,768 $656,630 $1,058,048 $802,138 $765,173

TOTAL COMPENSATION CAPITALIZED$599,266 $683,431 $453,449 $802,138 $1,147,7602 

 3 
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Change in Employee Compensation & Benefits 1 

 2 

2009 Actual vs. 2008 Actual 3 

 4 
Management:     5 

Change in FTE:  +0.5 6 

Change in Wages:  +$33,258 7 

 8 

 A new management position of Chartered Accountant was implemented in the finance 9 

department in August 2009 and increasing the FTE based on the remainder of the year.  10 

In 2009 management received an inflationary increase of 3.0% or approximately $8,215.44.  11 

The remaining increase of $25,043 relates to 5 ƳƻƴǘƘǎΩ salary for the newly created position 12 

and increases for minor progression within compensation bands for some positions.    13 

Non-Union: 14 

Change in FTE:  +0.25 15 

Change in Wages: + $51,880 16 

 17 

An increase of 0.25 FTE in the non-union full time category relates to the position of Electric 18 

Distribution Sub-Foreman on a short time basis working on projects at year end of 2008 and 19 

carried into 2009.  Typically these employees were compensated with wages but no health or 20 

pension benefits other than statutory benefits (CPP and EI).  This position was dismissed in May 21 

of 2009, and results in an increase of $27,605.  22 

In 2009 non-union received an inflationary increase of 3.0% or approximately $6,800.  The 23 

remaining increase of $17,475 relates increases for minor progression within compensation 24 

bands for some positions.    25 

Union: 26 

Change in FTE:   +.25 27 

Change in Wages:   -$25,541 28 

 29 
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The increase of 0.25 FTEs in union positions is the result of two changes.  [¦L ƘƛǊŜŘ ǘǿƻ C¢9Ωǎ 1 

into the positions of lineman/ journeymen in November 2009 to fill the exit of one lineman that 2 

left LUI.  In February 2009 the Metering Foreperson's position had been vacated and not filled.  3 

The resulting increase after a reduction of one employee was offset by the two positions that 4 

were filled in December 2009 (Linemen/Journeymen) and now counting as an increase of +0.25 5 

FTE in 2009.  The change in wage shows a reduction because of the offset throughout the entire 6 

year between February and December while the position was vacant. General wages increased 7 

by 3% as per the collective agreement by $14,580 and due to this it can be noted that the 8 

change in wages would have resulted in a larger negative value if not for the outcome of 9 

progression within job classifications and pay grades. 10 

2010 Actual vs. 2009 Actual 11 

 12 
Management:     13 

Change in FTE:  +0.25 14 

Change in Wages:  +$25,676 15 

 16 

In 2010 the Accountant position that was created in 2009 in the Finance department was fully 17 

allocated throughout the year and shows an increase of +0.25 FTE. All other ŜƳǇƭƻȅŜŜǎΩ 18 

allocations remained the same. 19 

The change of +0.25 FTE represented an increase in salary relative to the previous ȅŜŀǊΩǎ hiring 20 

in the finance department of approximately $60,705 towards electric.  This was offset by a 21 

management inflationary increase of 3%, increasing salaries by $9,214.  The remaining change 22 

(approximately $16,461) relates to the staffing increase and any progression within 23 

compensation bands.    24 

Non-Union: 25 

Change in FTE:  +0.75 26 

Change in Wages:  +$92,117 27 

 28 
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In 2010 LUI undertook the initiative of Smart Metering and required an employee full time for 1 

the management of this project. LUI hired internally one nonunion position was moved to 2 

another employment for Smart Metering in nonunion. ¢Ƙƛǎ ŀŘƧǳǎǘŜŘ ǘƘŜ ƻŦŦƛŎŜ ƳŀƴŀƎŜǊΩǎ time 3 

from previously 50% LUI to 100% and an addition of $59,036 to the wages in LUI nonunion. To 4 

backfill the office manager position, there was another internal hire from a union 5 

administration position; as a result 50% of time was added to nonunion and removed from 6 

union.  Due to the growth within LUI a position was created in Human Resources and hired in 7 

May adding and addition of 50% FTE. The increase in wages being $10,475 for that portion of 8 

2010 in relation to the new human resources personnel were with LUI.  Therefore in total +1.5 9 

FTE was added to non-union category in 2010. 10 

The increase of +0.75 non-union FTEs from 2009 to 2010 is due to the difference of summer 11 

student employment within LUI. In 2009 LUI hired 7 part time students and in 2010 this was 12 

decreased by 3 positions to 4 summer students. The decrease of this staff outcomes in a                13 

-0.75FTE and resulted in a variance of approximately +0.75FTE for Nonunion within LUI. 14 

In 2010 non-union received an inflationary increase of 3.0% or approximately $6,800.  The 15 

remaining increase of $15,806 relates to increases for minor progression within compensation 16 

bands for some positions.    17 

Union: 18 

Change in FTE:   +0.50 19 

Change in Wages:   +$35,505 20 

 21 

Two union lineman positions were created in December 2009 resulting in a full allocation 22 

appearing in 2010 to increase +2.0FTE.   As previously mentioned above there was an internal 23 

hire from a union position that occurred for undertaking smart metering initiatives. There was a 24 

hiring of another billing and collections clerk in May to backfill the movement of positions due 25 

to smart metering.  The offset of this increase in union staff was the reallocation of time for the 26 

billing and collecting. There was a decrease of 85% allocation from 2009 due to decreasing from 27 

67% of time billed to LUI down to 50%. The end result being an increase of +0.50 FTE in 2010. 28 
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Change in wages increasing by +$35,505 was due to the increase in lineman positions offset 1 

from the previous year, a 3% inflation increase of +$16,121 as per the collective agreement, 2 

and progression by some individuals within job classifications and pay grades, as per the 3 

collective agreement.    4 

 5 

 6 

2011 Bridge vs. 2010 Actual 7 

 8 
Management:     9 

Change in FTE:  NIL 10 

Change in Wages:  +$14,742 11 

 12 

In February 2011 a new management position, VP of Operations, was implemented to fulfill the 13 

business needs of the Presidents retirement and the internal movement of the VP of Finance 14 

and Compliance being appointed the new president. It is anticipated that this movement within 15 

the management category going forward will null any changes and continue more efficiently.  16 

Management received an inflationary increase of 3.0% or approximately $9,900.  The balance 17 

of the increase in management salaries reflect the new VP of operations position and 18 

advancement for some positions, offset by any decreased wage replacement of the president.   19 

Non-Union: 20 

Change in FTE:  +0.50 21 

Change in Wages:  +$75,518 22 

 23 

In April 2011, a new nonunion position, Finance Analyst was created to complement the finance 24 

department as the previous finance management position was moved into the president 25 

position. The increase in +0.5 FTE is due to the hiring of this employee whose salary is 50% LUI.  26 

This increase will account for +$16,000 in nonunion. The reallocation of time ŦƻǊ [¦LΩǎ Safety 27 
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Coordinator was moved from union to nonunion in 2011 and accounts for +$29,700 of the 1 

wage increase in this section. LUI also notes that there was an increase in 2011 to the wages of 2 

summer students. The hiring of a summer student who assisted with projects such as CDM, 3 

documentation,  and updated statistics increased wages by +$8,400. 4 

In 2011 non-union received an inflationary increase of 3.0% or approximately $11,025.  The 5 

remaining increase of $10,393 relates to increases for minor progression within compensation 6 

bands for some positions.    7 

 8 

 9 

Union: 10 

Change in FTE:   NIL 11 

Change in Wages:   -$10,629 12 

 13 

NIL changes ƛƴ C¢9Ωǎ ƛƴ ǳƴƛƻƴ are ŘǳŜ ǘƻ ǘƘŜ ǊŜŀƭƭƻŎŀǘƛƻƴ ƻŦ [¦LΩǎ ǎŀŦŜǘȅ ŎƻƻǊŘƛƴŀǘƻǊ to nonunion 14 

position and the hiring of addition administrative staff in March 2011 due to the growth of LUI. 15 

The reduction in wages -$10,629 represents the wages associated with the above mentioned 16 

position moving into nonunion position, and is partially offset by the inflationary increase of 3% 17 

and minor progressions.   18 

2012 Test vs. 2011 Bridge 19 

 20 
Management:   21 

Change in FTE:  0 22 

Change in Wages:  +$23,994 23 

LUI expects minimal changes in the management group from 2011 to 2012. LUI has just 24 

undergone a change in presidency and has hired a Chartered Accountant and Vice President.  25 

LUI has also promoted an existing position into a Director Finance and Regulatory Complicance 26 
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which accounts for some of the increase.  LUI does not foresee any significant changes to affect 1 

the Management Budget.  The increase of +$23,994 in wages is due to the regular increase in 2 

progression, with compensation bands for various positions and the promotion. 3 

Non-Union: 4 

Change in FTE:  +0.25 5 

Change in Wages:  +$53,178 6 

 7 

LUI expects an increase of 0.25 FTE in the non-union group from 2011 to 2012. LUI anticipates 8 

the hiring of an engineer to replace a senior foreman nonunion management staff. LUI has 9 

developed strategic succession planning for the dŜǾŜƭƻǇƳŜƴǘ ƻŦ [¦LΩǎ ŎŀǇƛǘŀƭ ŀƴŘ [¦L will be 10 

requiring a professionally accredited employee to carry out the responsibilities of daily 11 

operations. Increase of wages are credited to +$32,000 of an engineer, +$8,000 as overlap from 12 

previous years hiring a regulatory analyst, and $13,178 ŀǎ [¦LΩǎ nominal increase over 2011 13 

progression and compensation for this group. 14 

Union: 15 

Change in FTE:   +2.50  16 

Change in Wages:   + $202,536 17 

 18 

The union FTEs will increase by 2.5 positions due to the hiring of new bodies, and transition of 19 

succession planning in the customer service & billing department and maintenance department 20 

for a full year in 2012.   In the Maintenance and Billing and Collections departments LUI is faced 21 

with attrition matters and is planning forward for overlaps between retirement dates and 22 

proper training expenses. +0.25FTE and $35,869 is accounted for the replacement of one of 23 

[¦LΩǎ ǊŜǘƛǊƛƴƎ ƭƛƴŜƳŀƴ ŀƴŘ ǘƘŜ ƻǾŜǊƭŀǇ ƛƴ ǎǳŎŎŜǎǎƛƻƴ ǇƭŀƴƴƛƴƎ. Increase of +0.25 FTE in the billing 24 

and collections department in the amount of $19, 640 is added to this account for the 25 

employee required to be hired for transition of retirees that are in this position currently.  26 

LUI plans on hiring a Metering Technician Apprentice as +0.5 FTE an increasing the wages by 27 

+$34,875 for the responsibility of electric distribution metering assets to ensure proper 28 

functionality. This position will also be responsible for installing new complex metering systems 29 

and installing customer voltage monitoring equipment.  30 
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LUI also has in plan to hire a Technical Services Technician +0.5FTE and will increase the wages 1 

budget by +$34,875 for the responsibility of designs and service orders for new connections 2 

and service upgrades (ESA), producing designs for new overhead, underground capital work and 3 

capital distribution upgrades. The technical service technician will also be responsible for 4 

distribution asset management, SCADA system maintenance and FIT and micro-FIT connections.  5 

An Increase of $71,740 is due to hiring of a line man apprentice +1.0FTE. The lineman 6 

apprentice will be hired as a 1st year apprentice of a 5 year Journeyman program. The 7 

apprentice will be trained on all aspects of Lakefront distribution and will be a first line defense 8 

against attrition issues Lakefront faces. 9 

 The remaining increase in wages +$5,537 is attributable to the 3% general wage increase and 10 

corresponding benefits based on the current collective agreement.   11 

LUI has also anticipated an increase in OMERS pension costs due to correspondence released in 12 

June 28, 2011 regarding a 3-year strategy, 1% per year increase in OMERS premiums beginning 13 

in 2012. 14 

LUI expects no change in the non-union group from 2011 to 2012. LUI anticipates the normal 15 

yearly hiring of summer students to help with vacation coverage. LUI has provided for a 16 

nominal increase over 2011 wages for this group. 17 

The most recent actuarial report estimates 2012 post-employment benefit expense at $64,300. 18 

 19 

OMERS Pension Expense and Post Retiree Benefits 20 

 21 

OMERS Pension Expense 22 

LUIΩǎ employees are members of the Ontario Municipal Employees Retirement System 23 

("OMERS").  Accordingly, LUI has provided the OMERS pension premium information for 2008 24 
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Actual, 2009 Actual, 2010 Actual, 2011 Bridge Year, and the 2012 Test Year in the table 4-37  1 

below.   2 

Table 4-37 Pension Premium Information  3 

2008 Actual 2009 Actual 2010 Actual 2011 Bridge 2012 Test

OMERS Premium Paid 75,483$         76,892$         87,984$         106,067$       127,483$        4 

   5 

Post-Retirement Benefits - Liability 6 

LUI has provided post-retirement benefits accounting information as required and has included 7 

the change in Post-Retirement expense for 2008 Actual, 2009 Actual, 2010 Actual, 2011 Bridge 8 

Year, and 2012 Test Year, in Table 14 below. 9 

10 
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Post-Retirement Benefits - Premiums 1 

LUI pays certain health, dental, and life insurance benefits on behalf of its retired employees up 2 

to the age of 65. This post retirement benefit program is a new incentive at LUI and only began 3 

in the year 2010 and is budgeted to continue going forward. LUI expects retirements to occur 4 

and therefore increases in this account in the next couple years, and has budgeted this into 5 

account with the inflation of these cost increases. Actual premiums paid for 2008 Actual, 2009 6 

Actual, 2010 Actual, 2011 Bridge Year, and 2012 Test Year, are shown in Table 4-38 below.  7 

 8 

Table 4-38 Post-Retirement Benefit Information 9 

2008 Actual 2009 Actual 2010 Actual 2011 Bridge 2012 Test

Premiums & Expenses Paid -$               -$               5,080$           10,464$         16,010$         

Change in Accrued Liability 7,941$           6,781$           4,787$           26,894$         8,875$           

Total Post Employment Benefit Expense 7,941$           6,781$           9,867$           37,358$         24,885$         10 
 11 

Table 4-39 Summary of Post Retirement Accruals 12 

Year 2007 2008 2009 2010 2011 2012

Premiums Accrued 249,434$                                                          257,375$       264,156$       268,943$       295,837$       304,712$       

$Increase / Year 7,941$           6,781$           4,787$           26,894$         8,875$           

% Increase/ Year 3% 3% 2% 9% 3%

% Average Increase 2007-2012 4%13 
 14 

 15 

Table 4-40 Summary of Post-Retirement Benefits 16 

Year 2007 2008 2009 2010 2011 2012

Premiums &Expenses Paid 0 0 0 5,080$           10,464$         16,010$         

$Increase / Year 0 0 0 5,080$           5,384$           5,546$           

% Increase/ Year 0% 0% 0% 100% 51% 35%17 
 18 

 19 

 20 
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DEPRECIATION, AMORTIZATION AND DEPLETION 1 

 2 

Amortization on capital assets is calculated as follows: 3 

¶ Amortization is provided on a straight line basis for capital assets available for use over 4 

their estimated services lives. 5 

¶ [¦LΩǎ ŀƳƻǊǘƛȊŀǘƛƻƴ ǇƻƭƛŎȅ Ƙŀǎ ōŜŜƴ ǘƻ ǳǎŜ ǘƘŜ άƘŀƭŦ-ȅŜŀǊ ǊǳƭŜέ ǿƘŜƴ ŀŎŎƻǳƴǘƛƴƎ ŦƻǊ 6 

amortization expense for capital additions in the year the addition occurs. For this rate 7 

ŀǇǇƭƛŎŀǘƛƻƴΣ [¦L Ƙŀǎ ŀǇǇƭƛŜŘ ǘƘŜ άƘŀƭŦ ȅŜŀǊ ǊǳƭŜέ ŦƻǊ ŎŀƭŎǳƭŀǘƛƴƎ ŘŜǇǊŜŎƛŀǘƛƻƴ ŜȄǇŜƴǎŜ ŦƻǊ ǘƘŜ 8 

ȅŜŀǊΩǎ нллу ǘƻнлмнΦ Φ  9 

¶ Depreciation rates are in line with rates set out in the APH.  These rates are reflected in the 10 

tables that follow. 11 

 12 
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Table 4-41 Amortization Expense Summary 1 

 2008 

Amortization 

Expense 

2009 

Amortization 

Expense

2010 

Amortization 

Expense

2011 

Amortization 

Expense

2012 

Amortization 

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           27,853               

1810 Leasehold Improvements -                     -                  -                -                -                     

1815 Transformer Station Equipment - Normally Primary above 50 kV -                     -                  -                -                -                     

1820 Distribution Station Equipment - Normally Primary below 50 kV 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                1,871             -                     

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)      68,886-           69,693-           -                     

2005 Property under Capital Lease -                     -                  -                -                -                     

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

Amortization Expense Summary

Account Description

 2 

 3 

 4 

Details of LUIΩs depreciation by account number are provided in the Fixed Asset Continuity 5 

Schedule.    6 
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Table 4-42 Depreciation Expense ς 2008 1 

 Opening 

Balance 

Less Fully 

Depreciated 
(1)

Net for 

Depreciation
Additions

 Total for 

Depreciation 
Years

Depreciation 

Rate

 Depreciation 

Expense 
 Adjustments  

 Adjusted 

Depreciation 

Expense 

(a) (b) (c) = (a) - (b) (d)

 (e)=(c)         + 

0.5 x (d) (2) (f) (g) = 1 / (f) (h) = (e) / (f) (i) (j)= (h)+(i)

1610 Intangible Assets 582,400        -                  582,400         76,800 620,800         0 0.00 -                 -                     -                   

1805 Land 219,284        -                  219,284         0 219,284         0 0.00 -                 -                     -                   

1806 Land Rights 11,363          -                  11,363           0 11,363           5 0.20 2,273             2,273-                 -                   

1808 Buildings and Fixtures 765,069        -                  765,069         22,808 776,473         50 0.02 15,529           2,065                 17,594             

1810 Leasehold Improvements -                -                  -                0 -                0 0.00 -                 -                     -                   

1815 Transformer Station Equipment - Normally Primary above 50 kV-                -                  -                0 -                0 0.00 -                 -                     -                   

1820 Distribution Station Equipment - Normally Primary below 50 kV2,745,440     -                  2,745,440      6,000 2,748,440      30 0.03 91,615           2,842-                 88,773             

1825 Storage Battery Equipment -                -                  -                0 -                0 0.00 -                 -                     -                   

1830 Poles, Towers and Fixtures 3,987,894     -                  3,987,894      173,875 4,074,832      25 0.04 162,993         138,452-             24,541             

1835 Overhead Conductors and Devices 3,158,069     (120,351.99)    3,278,421      294,660 3,425,751      25 0.04 137,030         136,588             273,618           

1840 Underground Conduit 446,063        -                  446,063         0 446,063         25 0.04 17,843           770                    18,613             

1845 Underground Conductors and Devices 2,815,942     -                  2,815,942      0 2,815,942      25 0.04 112,638         1,169-                 111,469           

1850 Line Transformers 3,817,949     -                  3,817,949      573,895 4,104,896      25 0.04 164,196         1,002-                 163,194           

1855 Services 408,197        -                  408,197         10,955 413,675         25 0.04 16,547           486-                    16,061             

1860 Dumb Meters 855,216        -                  855,216         19,737 865,085         25 0.04 34,603           267-                    34,336             

1860 Smart Meters -                -                  -                0 -                0 0.00 -                 -                     -                   

1905 Land -                -                  -                0 -                0 0.00 -                 -                     -                   

1906 Land Rights -                -                  -                0 -                0 0.00 -                 -                     -                   

1908 Buildings and Fixtures 428,577        (428,577.42)    857,155         0 857,155         15 0.07 57,144           57,144-               -                   

1910 Leasehold Improvements -                -                  -                0 -                5 0.20 -                 -                     -                   

1915 Office Furniture and Equipment 83,191          (1,025.98)        84,217           1,750 85,092           10 0.10 8,509             8,012                 16,521             

1920 Computer Equipment - Hardware 161,543        (51,581.47)      213,124         3,924 215,087         5 0.20 43,017           14,845-               28,172             

1925 Computer Software 60,926          -                  60,926           39,145 80,498           5 0.20 16,100           6,786-                 9,314               

1930 Transportation Equipment > 3 tonnes 346,373        -                  346,373         284,467 488,607         8 0.13 61,076           21,790               82,866             

1935 Transportation Equipment < 3 tonnes -                -                  -                0 -                8 0.13 -                 -                     -                   

1940 Tools, Shop and Garage Equipment 82,487          (5,892.38)        88,379           8,387 92,572           10 0.10 9,257             1,075-                 8,182               

1945 Measurement and Testing Equipment -                -                  -                0 -                10 0.10 -                 -                     -                   

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 28,619          (28,619.05)      57,238           0 57,238           10 0.10 5,724             5,724-                 -                   

1985 Sentinel Lighting Rentals -                -                  -                0 -                0 0.00 -                 -                     -                   

1990 Other Tangible Property -                -                  -                0 -                0 0.00 -                 -                     -                   

1995 Contributions and Grants 1,229,648-     -                  1,229,648-      (271,735) 1,365,516-      25 0.04 54,621-           0-                        54,621-             

2005 Property under Capital Lease -                -                  -                0 -                0 0.00 -                 -                     -                   

-                     -                   

-                     -                   

-                     -                   

Total 19,774,954   636,048-           20,411,003    1,244,668    21,033,336    901,473         62,840-               838,633           

Account Description

 2 
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 1 

Table 4-43 Depreciation Expense ς 2009  2 

 3 

 Opening 

Balance 

Less Fully 

Depreciated 
(1)

Net for 

Depreciation
Additions

 Total for 

Depreciation 
Years

Depreciation 

Rate

 Depreciation 

Expense 
 Adjustments  

 Adjusted 

Depreciation 

Expense 

(a) (b) (c) = (a) - (b) (d)

 (e)=(c)         + 

0.5 x (d) (2) (f) (g) = 1 / (f) (h) = (e) / (f) (i) (j)= (h)+(i)

1610 Intangible Assets 659,200      (106,336.00)    765,536         47,200 789,136         0 0.00 -                 -                -                  

1805 Land 219,284      -                  219,284         0 219,284         0 0.00 -                 -                -                  

1806 Land Rights 11,363        (11,363.00)      22,726           0 22,726           5 0.20 4,545             6,818            11,363             

1808 Buildings and Fixtures 787,877      -                  787,877         74,242 824,998         50 0.02 16,500           2,065            18,565             

1810 Leasehold Improvements -              -                  -                0 -                0 0.00 -                 -                -                  

1815 Transformer Station Equipment - Normally Primary above 50 kV-              -                  -                0 -                0 0.00 -                 -                -                  

1820 Distribution Station Equipment - Normally Primary below 50 kV2,751,440   -                  2,751,440      23,373 2,763,127      30 0.03 92,104           2,842-            89,262             

1825 Storage Battery Equipment -              -                  -                0 -                0 0.00 -                 -                -                  

1830 Poles, Towers and Fixtures 4,161,770   (3,461,302.00) 7,623,072      104,867 7,675,505      25 0.04 307,020         260,860-        46,160             

1835 Overhead Conductors and Devices 3,332,377   -                  3,332,377      232,804 3,448,779      25 0.04 137,951         139,978        277,929           

1840 Underground Conduit 446,063      -                  446,063         53,478 472,802         25 0.04 18,912           771               19,683             

1845 Underground Conductors and Devices 2,815,942   -                  2,815,942      56,372 2,844,128      25 0.04 113,765         1,168-            112,597           

1850 Line Transformers 4,391,844   -                  4,391,844      388,797 4,586,242      25 0.04 183,450         1,002-            182,448           

1855 Services 419,152      -                  419,152         33,951 436,128         25 0.04 17,445           486-               16,959             

1860 Dumb Meters 874,954      -                  874,954         15,362 882,635         25 0.04 35,305           267-               35,038             

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 83,915        (17,417.00)      101,332         41,318 121,991         10 0.10 12,199           2,991            15,190             

1920 Computer Equipment - Hardware 113,886      (6,593.00)        120,479         10,525 125,741         5 0.20 25,148           4,108-            21,040             

1925 Computer Software 100,071      (33,939.00)      134,010         0 134,010         5 0.20 26,802           13,576-          13,226             

1930 Transportation Equipment > 3 tonnes 630,840      (100,406.00)    731,246         54,788 758,640         8 0.13 94,830           10,841-          83,989             

1935 Transportation Equipment < 3 tonnes -              -                  -                0 -                8 0.13 -                 -                -                  

1940 Tools, Shop and Garage Equipment 84,981        -                  84,981           73,749 121,855         10 0.10 12,186           125-               12,061             

1945 Measurement and Testing Equipment -              -                  -                0 -                10 0.10 -                 -                -                  

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 1,501,383-   -                  1,501,383-      (100,595) 1,551,681-      25 0.04 62,067-           0                   62,067-             

2005 Property under Capital Lease -              -                  -                0 -                0 0.00 -                 -                -                  

-                -                  

-                -                  

-                -                  

Total 20,383,574 3,737,356-        24,120,930    1,110,231          24,676,045    1,036,096      142,653-        893,443           

Account Description

4 
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Table 4-44  Depreciation Expense ς 2010 2 

 Opening 

Balance 

Less Fully 

Depreciated 
(1)

Net for 

Depreciation
Additions

 Total for 

Depreciation 
Years

Depreciation 

Rate

 Depreciation 

Expense 
 Adjustments  

 Adjusted 

Depreciation 

Expense 

(a) (b) (c) = (a) - (b) (d)

 (e)=(c)         + 

0.5 x (d) (2) (f) (g) = 1 / (f) (h) = (e) / (f) (i) (j)= (h)+(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                 19,878                

1810 Leasehold Improvements -              -                  -                        0 -                0 0.00 -                 -                    -                      

1815 Transformer Station Equipment - Normally Primary above 50 kV-              -                  -                        0 -                0 0.00 -                 -                    -                      

1820 Distribution Station Equipment - Normally Primary below 50 kV2,774,813   (35,092.53)      2,809,906             22,514 2,821,163      30 0.03 94,039           4,012-                 90,027                

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                        38,253                

1835 Overhead Conductors and Devices 3,565,181   -                  3,565,181             248,573 3,689,467      25 0.04 147,579         123,566             271,145              

1840 Underground Conduit 499,541      -                  499,541                379,402 689,242         25 0.04 27,570           771                    28,340                

1845 Underground Conductors and Devices 2,872,314   -                  2,872,314             193,840 2,969,234      25 0.04 118,769         1,169-                 117,601              

1850 Line Transformers 4,780,641   -                  4,780,641             330,408 4,945,845      25 0.04 197,834         5,012-                 192,821              

1855 Services 453,103      -                  453,103                56,426 481,316         25 0.04 19,253           486-                    18,767                

1860 Dumb Meters 890,316      -                  890,316                4,147 892,389         25 0.04 35,696           267-                    35,429                

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-                 14,153                

1920 Computer Equipment - Hardware 117,818      (94,925.99)      212,744                8,308 216,898         5 0.20 43,380           35,972-               7,407                  

1925 Computer Software 66,132        -                  66,132                  47,744 90,004           5 0.20 18,001           0                        18,001                

1930 Transportation Equipment > 3 tonnes 585,222      (190,134.00)    775,356                364,617 957,664         8 0.13 119,708         9,507-                 110,201              

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                        936                     

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                 68,886-                

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               894,073              

Notes:

Account Description

3 
 4 

5 
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Table 4-45  Depreciation Forecasted Expense ς 2011 2 

 Opening 

Balance 

Less Fully 

Depreciated 
(1)

Net for 

Depreciation
Additions

 Total for 

Depreciation 
Years

Depreciation 

Rate

 Depreciation 

Expense 
 Adjustments  

 Adjusted 

Depreciation 

Expense 

(a) (b) (c) = (a) - (b) (d)

 (e)=(c)         + 

0.5 x (d) (2) (f) (g) = 1 / (f) (h) = (e) / (f) (i) (j)= (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 above 50 kV-              -                  -                0 -                0 0.00 -                 -                   -                  

1820 Distribution Station Equipment - Normally Primary below 50 kV2,762,235   -                  2,762,235      0 2,762,235      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         113,971           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      20,000 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 Furniture 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             27,378            

1930 Transportation Equipment > 3 tonnes 69,641        -                  69,641           50,000 94,641           8 0.13 49,488           45,476             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 -                 1,871               1,871              

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 30,895-           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:

Account Description

3 
 4 

 5 
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Table 4-46 Depreciation Forecasted Expense ς 2012 2 

 3 

 Opening 

Balance 

Less Fully 

Depreciated 
(1)

Net for 

Depreciation
Additions

 Total for 

Depreciation 
Years

Depreciation 

Rate

 Depreciation 

Expense 
 Adjustments  

 Adjusted 

Depreciation 

Expense 

(a) (b) (c) = (a) - (b) (d)

 (e)=(c)         + 

0.5 x (d) (2) (f) (g) = 1 / (f) (h) = (e) / (f) (i) (j)= (h)+(i)

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         375,000 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 above 50 kV-              -                  -                0 -                0 0.00 -                 -                    -                  

1820 Distribution Station Equipment - Normally Primary below 50 kV2,762,235   -                  2,762,235      0 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      240,000 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      0 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 Furniture 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:

Account Description

4 
 5 

 6 

 7 
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DETERMINATION OF LOSS ADJUSTMENT FACTORS 3 

 4 

Total Loss Factor 5 

LUI Ƙŀǎ ŎŀƭŎǳƭŀǘŜŘ ǘƘŜ ǘƻǘŀƭ ƭƻǎǎ ŦŀŎǘƻǊ ǘƻ ōŜ ŀǇǇƭƛŜŘ ǘƻ ŎǳǎǘƻƳŜǊǎΩ ŎƻƴǎǳƳǇǘƛƻƴ ōŀǎŜŘ ƻƴ ǘƘŜ 6 

average wholesale and retail kWh for the years 2005 to 2010.  The calculations are summarized 7 

in Table 4-47 below. LUI chose to use a 6 year average for a more accurate representation of 8 

trending over time.  9 
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Table 4-47 Total Loss Factor Calculations 1 

Lakefront Utilities Inc.

Losses in Distributor System 2005 2006 2007 2008 2009 2010 6 Year Average

A ñWholesale" kWh (IESO) Qty at the Meter 292,286,452          293,670,333         295,056,126       281,805,823       258,040,717       261,165,589             280,337,506.47    

B ñWholesale" kWh (GEN) -                        

C Net "Wholesale" kWh (A)-(B) 292,286,452          293,670,333         295,056,126       281,805,823       258,040,717       261,165,589             280,337,506.47    

-                        

D Retail kWh (Distributor) Qty at the Meter 277,862,274          283,065,421         281,755,268       271,486,078       245,046,862       248,913,436             268,021,556.72    

E Portion of Retail kWh delivered by distributor for Large Use Customers -                             -                            -                          -                          -                          -                               -                        

F Net "Retail" kWh (D)-(E) 277,862,274          283,065,421         281,755,268       271,486,078       245,046,862       248,913,436             268,021,556.72    

G Distribution Loss Factor [(C)/(F)] 1.0519 1.0375 1.0472 1.0380 1.0530 1.0492 1.0461

Losses Upstream of Distributor's System

H Supply Facility Loss Factor 1.00740 1.00736 1.01003 1.01136 1.01169 1.01173 1.0099

Three Year Average 1.0116

Total Utility Loss Adjustment Factor LAF 

Supply Facility Loss Factor 1.0099

I Total Loss Factor

Secondary Metered Customer

Total Loss Factor - Secondary Metered Customer < 5,000kW     1.0565

Total Loss Factor - Secondary Metered Customer > 5,000kW    n/a

Primary Metered Customer

Total Loss Factor - Primary Metered Customer < 5,000kW    1.0460

Total Loss Factor - Primary Metered Customer > 5,000kW    n/a2 
 3 

 4 

 5 

 6 

Supply Facility Loss Factor 7 

¢ƘŜ ǎǳǇǇƭȅ ŦŀŎƛƭƛǘȅ ƭƻǎǎ ŦŀŎǘƻǊ όǘƘŜ ά{C[Cέύ ŎŀƭŎǳƭŀǘion is shown in Table 4-48 and represents the 8 

losses on supply to LUI. The SFLF is calculated on the measured quantities between the 9 
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transformer stations and the wholesale meter points.  The SFLF is used in the calculations of the 1 

total loss factor above based on the 2005 to 2010 averages. 2 

Table 4-48 Supply Facility Loss Factor 3 

 4 

2005 2006 2007 2008 2009 2010 TOTALS

1.0074 1.007357 1.010027 1.011364 1.011686 1.011735 1.009928  5 

 6 

Total Loss Factor by Class 7 

Table 4-49 sets out the class-specific Loss Factors used by LUI in the calculation of commodity 8 

and other non-distribution charges. 9 

Table 4-49 Total Loss Factor by Class 10 

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  11 

12 
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Materiality Analysis on Distribution Losses 1 

LUIΩǎ Total Loss factor is 5.65%.  Pursuant to the Filing Requirements, as the Distribution Loss 2 

Adjustment factor is less than 5%, LUI is not required to provide an explanation of, or 3 

justification for, its total loss factor.  [¦LΩǎ ƭƻǎǎ ŦŀŎǘƻǊ ƻŦ мΦлрср is reported to be higher than the 4 

previous cost of service filing in 2008 as detailed below. 5 

During the 2008 rate application, LUI applied the loss factor against the wholesale kWh, and 6 

consequently had reported inaccurate calculations of its loss factor. This inaccuracy affected 7 

the daǘŀ ƛƴ нллр ŀƴŘ нллс ǘƻ ŦƻǊŎŜ [¦LΩǎ loss factor to appear lower than it really was.  As well 8 

the data used in 2008 used inconsistent unbilled data. The final issue with the data in 2008, is 9 

that it included overbilling of a major customer, which was corrected in the 2007-2008 year, 10 

then caused an increase in [¦LΩǎ loss factor.   11 

When properly recalculated, the total loss factor would be closer to 6.05%. Whereas LUI had 12 

filed a distribution loss factor of 1.0494 and a ǘƻǘŀƭ ƭƻǎǎ ŦŀŎǘƻǊ ƻŦ рΦпм҈Φ Lƴ ŎƻƴŎƭǳǎƛƻƴ [¦LΩǎ 13 

actual Total Loss Factor that is being filed for 2012 cost of service has been reduced, as per 14 

[¦LΩǎ strategy from 1.0605 to 1.0565. 15 

Below are the calculations for the 2008 accurately allocated figures; 16 
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Table 4-50 Adjusted 2004 Loss Factor  1 

 2 

Total Utility Loss Adjustment Factor

2004 Adjusted 2004 Actual 2005 2006

ñWholesale" kWh (IESO) Qty at the Meter 295,392,679.00     295,392,679.00    292,286,452       293,670,333       

ñWholesale" kWh (GEN) 

Net "Wholesale" kWh (A)-(B) 295,392,679.00     295,392,679.00    292,286,452       293,670,333       

Retail kWh (Distributor) Qty at the Meter 276,130,945.00     276,378,966.00    277,862,274       283,065,421       

-                          -                          

Net "Retail" kWh (D)-(E) 276,130,945.00     276,378,966.00    277,862,274       283,065,421       

3 Year Average

Distribution Loss Factor [(C)/(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  3 

TAX CALCULATIONS 4 

LUI is subject to the payment of PILS under section 93 of the Electricity Act, 1998, as amended. 5 

The applicant does not pay section 89 proxy taxes, and is exempt from the payment of income 6 

and capital taxes under the Income Tax Act (Canada) and the Ontario Corporations Tax Act. 7 

Table 17 below provides a summary of 2008 Actual, 2009 Actual, and 2010 Actual income taxes 8 

included in audited statements, 2011 Bridge Year estimate using current rates, and 2012 Test 9 

Year income taxes based on revised rates. The amounts for Ontario Capital Tax are $2,946 for 10 

2010 Actual and $ Nil for 2011. This amount has decreased due to Ontario Capital Tax rates and 11 

LUI has reflected the cessation of the capital tax rate effectively July 1 2010.   12 

Summary of Income Taxes Table 4-51 13 

Description 2008 Actual 2009 Actual 2010 Actual 2011 Bridge 2012 Test

Income Taxes 557,613$        355,241$        254,247$        32,287$          35,198$          

Ontario Capital Tax 1,695$            4,756$            2,946$            - -

Total Taxes 559,308$        359,997$        257,193$        32,287$          35,198$           14 

 15 

LUIΩs detailed tax calculations using the most recent tax rates are provided below Tables 4-52. 16 
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 1 

Table 4-52 Corporate Tax Rates 2 

 3 

2011 2012

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

Corporate Tax Rates

Corporate Tax Rates for Tax Year:

 4 
 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 
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Table 4-53 2011 Tax Calculations 1 

Line Item T2S1 line #
Total for Legal 

Entity

Non-Distribution 

Eliminations   

Utility

Amount

Additions:

Interest and penalties on taxes 103 0 0 0

Amortization of tangible assets 104 1,127,296 0 1,127,296

Amortization of intangible assets 106 0 0 0

Recapture of capital cost allowance from Schedule 

8
107 0 0 0

Gain on sale of eligible capital property from 

Schedule 10
108 0 0 0

Income or loss for tax purposes- joint ventures or 

partnerships
109 0 0

Loss in equity of subsidiaries and affiliates 110 0 0 0

Loss on disposal of assets 111 0 0 0

Charitable donations 112 0 0

Taxable Capital Gains 113 0 0 0

Political Donations 114 0 0 0

Deferred and prepaid expenses 116 0 0 0

Scientific research expenditures deducted on 

financial statements
118 0 0 0

Capitalized interest 119 0 0 0

Non-deductible club dues and fees 120 0 0

Non-deductible meals and entertainment expense 121 0 0

Non-deductible automobile expenses 122 0 0 0

Non-deductible life insurance premiums 123 0 0 0

Non-deductible company pension plans 124 0 0 0

Tax reserves beginning of year 125 0 0 0

Reserves from financial statements- balance at 

end of year
126 295,837 0 295,837

Soft costs on construction and renovation of 

buildings
127 0 0 0

Book loss on joint ventures or partnerships 205 0 0 0

Capital items expensed 206 0 0 0

Debt issue expense 208 0 0 0

Development expenses claimed in current year 212 0 0 0

Financing fees deducted in books 216 0 0 0

Gain on settlement of debt 220 0 0 0

Non-deductible advertising 226 0 0 0

Non-deductible interest 227 0 0 0

Non-deductible legal and accounting fees 228 0 0 0

Recapture of SR&ED expenditures 231 0 0 0

Share issue expense 235 0 0 0

Write down of capital property 236 0 0 0

Amounts received in respect of qualifying 

environment trust per paragraphs 12(1)(z.1) and 

12(1)(z.2)

237 0 0 0

Interest Expensed on Capital Leases 290 0 0 0

Realized Income from Deferred Credit Accounts 291 0 0 0

Pensions 292 0 0 0

Non-deductible penalties 293 0 0 0

Debt Financing Expenses for Book Purposes 294 0 0

Other Additions (Apprenticeship Tax Credits) 295 0 0 0

Total Additions 1,423,133 0 1,423,133

Deductions:

Gain on disposal of assets per financial statements 401 0 0

Dividends not taxable under section 83 402 0 0 0

Capital cost allowance from Schedule 8 403 1,221,889 0 1,221,889

Terminal loss from Schedule 8 404 0 0 0

Cumulative eligible capital deduction from 

Schedule 10
405 0 0 0

Allowable business investment loss 406 0 0 0

Deferred and prepaid expenses 409 0 0 0

Scientific research expenses claimed in year 411 0 0 0

Tax reserves end of year 413 0 0 0

Reserves from financial statements - balance at 

beginning of year
414 268,943 0 268,943

Contributions to deferred income plans 416 0 0 0

Book income of joint venture or partnership 305 0 0 0

Equity in income from subsidiary or affiliates 306 0 0 0

Interest capitalized for accounting deducted for tax 390 0 0 0

Capital Lease Payments 391 0 0 0

Non-taxable imputed interest income on deferral 

and variance accounts 
392 0 0 0

Financing Fees for Tax Under S.20(1)(e) 393 0 0 0

Other Deductions 394 0 0

Total Deductions 1,490,832 0 1,490,832

Other Adjustments to Taxable Income

Charitable donations from Schedule 2 311 0 0 0

Taxable dividends deductible under section 112 or 

113, from Schedule 3 (item 82)
320 0 0 0

Non-capital losses of preceding taxation years from 

Schedule 7-1
331 0 0 0

Net-capital losses of preceding taxation years from 

Schedule 7-1
332 0 0 0

Limited partnership losses of preceding taxation 

years from Schedule 4
335 0 0 0

Total Adjustments 0 0 0

Tax Adjustments to Accounting Income
(67,699) 0 (67,699)

Determination of Tax Adjustments to Accounting Income for 2011

 2 
 3 

 4 
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Table 4-54 2012 Tax Calculations 1 

Line Item T2S1 line #
Total for Legal 

Entity

Non-Distribution 

Eliminations   

Utility

Amount

Additions:

Interest and penalties on taxes 103 0 0 0

Amortization of tangible assets 104 812,762 0 812,762

Amortization of intangible assets 106 0 0 0

Recapture of capital cost allowance from Schedule 

8
107 0 0 0

Gain on sale of eligible capital property from 

Schedule 10
108 0 0 0

Income or loss for tax purposes- joint ventures or 

partnerships
109 0 0

Loss in equity of subsidiaries and affiliates 110 0 0 0

Loss on disposal of assets 111 0 0 0

Charitable donations 112 0 0 0

Taxable Capital Gains 113 0 0 0

Political Donations 114 0 0 0

Deferred and prepaid expenses 116 0 0 0

Scientific research expenditures deducted on 

financial statements
118 0 0 0

Capitalized interest 119 0 0 0

Non-deductible club dues and fees 120 0 0

Non-deductible meals and entertainment expense 121 0 0

Non-deductible automobile expenses 122 0 0 0

Non-deductible life insurance premiums 123 0 0 0

Non-deductible company pension plans 124 0 0 0

Tax reserves beginning of year 125 0 0 0

Reserves from financial statements- balance at end 

of year
126 304,712 0 304,712

Soft costs on construction and renovation of 

buildings
127 0 0 0

Book loss on joint ventures or partnerships 205 0 0 0

Capital items expensed 206 0 0 0

Debt issue expense 208 0 0 0

Development expenses claimed in current year 212 0 0 0

Financing fees deducted in books 216 0 0 0

Gain on settlement of debt 220 0 0 0

Non-deductible advertising 226 0 0 0

Non-deductible interest 227 0 0 0

Non-deductible legal and accounting fees 228 0 0 0

Recapture of SR&ED expenditures 231 0 0 0

Share issue expense 235 0 0 0

Write down of capital property 236 0 0 0

Amounts received in respect of qualifying 

environment trust per paragraphs 12(1)(z.1) and 

12(1)(z.2)

237 0 0 0

Interest Expensed on Capital Leases 290 0 0 0

Realized Income from Deferred Credit Accounts 291 0 0 0

Pensions 292 0 0 0

Non-deductible penalties 293 0 0 0

Debt Financing Expenses for Book Purposes 294 0 0

Other Additions (Apprenticeship Tax Credits) 295 0 0 0

Total Additions 1,117,474 0 1,117,474

Deductions:

Gain on disposal of assets per financial statements 401 0 0

Dividends not taxable under section 83 402 0 0 0

Capital cost allowance from Schedule 8 403 1,261,977 0 1,261,977

Terminal loss from Schedule 8 404 0 0 0

Cumulative eligible capital deduction from Schedule 

10
405 0 0 0

Allowable business investment loss 406 0 0 0

Deferred and prepaid expenses 409 0 0 0

Scientific research expenses claimed in year 411 0 0 0

Tax reserves end of year 413 0 0 0

Reserves from financial statements - balance at 

beginning of year
414 295,837 0 295,837

Contributions to deferred income plans 416 0 0 0

Book income of joint venture or partnership 305 0 0 0

Equity in income from subsidiary or affiliates 306 0 0 0

Interest capitalized for accounting deducted for tax 390 0 0 0

Capital Lease Payments 391 0 0 0

Non-taxable imputed interest income on deferral 

and variance accounts 
392 0 0 0

Financing Fees for Tax Under S.20(1)(e) 393 0 0 0

Other Deductions 394 0 0 0

Total Deductions 1,557,814 0 1,557,814

Charitable donations from Schedule 2 311 0 0 0

Taxable dividends deductible under section 112 or 

113, from Schedule 3 (item 82)
320 0 0 0

Non-capital losses of preceding taxation years from 

Schedule 7-1
331 0 0 0

Net-capital losses of preceding taxation years from 

Schedule 7-1
332 0 0 0

Limited partnership losses of preceding taxation years 

from Schedule 4
335 0 0 0

Total Adjustments 0 0 0

Tax Adjustments to Accounting Income (440,340) 0 (440,340)

Determination of Tax Adjustments to Accounting Income for 2012

 2 
 3 
 4 
 5 
 6 
 7 
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 1 

CAPITAL COST ALLOWANCE 2 

 3 

LUI is providing Capital Cost Allowance continuity schedules for the 2011 Bridge Year and the 4 

2012 Test Year as follows: 5 

Table 4-55 2011 CCA / UCC Continuity Schedule 6 

Class Class Description

UCC Prior Year 

Ending Balance

Less: Non-Distribution 

Portion

Less: Disallowed FMV 

Increment

UCC Bridge Year 

Opening Balance  Additions Dispositions

UCC Before 1/2 Yr 

Adjustment

1/2 Year Rule {1/2 Additions 

Less Disposals} Reduced UCC Rate % CCA

UCC Ending 

Balance

1 Distribution System - 1988 to 22-Feb-2005 8,749,009 8,749,009 0 0 8,749,009 0 8,749,009 4% 349,960 8,399,049

2 Distribution System - pre 1988 0 0 0 0 0 0 6% 0 0

6 Buildings (No footings below ground) 10,016 10,016 0 0 10,016 0 10,016 10% 1,002 9,014

8 General Office/Stores Equip 44,361 44,361 100,000 0 144,361 50,000 94,361 20% 18,872 125,489

10 Computer Hardware/  Vehicles 540,964 540,964 50,000 0 590,964 25,000 565,964 30% 169,789 421,175

10.1 Certain Automobiles 0 0 0 0 0 0 30% 0 0

12 Computer Software 139,032 139,032 58,546 0 197,578 29,273 168,305 100% 168,305 29,273

3 0 0 0 0 0 0 5% 0 0

52 0 0 0 0 0 0 0 0

13 3 Lease # 3 0 0 0 0 0 0 0 0

13 4 Lease # 4 0 0 0 0 0 0 0 0

14 Franchise 0 0 0 0 0 0 0 0

17

New Electrical Generating Equipment Acq'd after Feb 

27/00 Other Than Bldgs 0 0 0 0 0 0 8% 0 0

43.1

Certain Energy-Efficient Electrical Generating 

Equipment 0 0 0 0 0 0 30% 0 0

45 Computers & Systems Hardware acq'd post Mar 22/04 1,352 1,352 0 0 1,352 0 1,352 45% 608 744

50 Computers & Systems Hardware acq'd post Mar 19/07 1,134 1,134 0 0 1,134 0 1,134 55% 624 510

46

Data Network Infrastructure Equipment (acq'd post Mar 

22/04) 0 0 0 0 0 0 30% 0 0

47 Distribution System - post 22-Feb-2005 5,728,293 5,728,293 1,780,355 688,736 6,819,912 545,809 6,274,102 8% 501,928 6,317,984

SUB-TOTAL - UCC 15,214,161 0 0 15,214,161 1,988,901 688,736 16,514,326 650,082 15,864,243 1,211,089 15,303,237

CEC Goodwill 0 0 0

CEC Land Rights 0 0 0 0

CEC FMV Bump-up 0 0 0

SUB-TOTAL - CEC 0 0 0 0

CCA Continuity Schedule (2011)

 7 
 8 
 9 
 10 
 11 
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Table 4-56 2011 CEC Continuity Schedule 1 

0

0

0 x 3/4 = 0

0 x 1/2 = 0

0 0

0 0

0

0

0 x 3/4 = 0 0

0

7% 0

0

Other Adjustments

Subtotal

Cost of Eligible Capital Property Acquired during the year

Cumulative Eligible Capital

Additions:

Amount transferred on amalgamation or wind-up of subsidiary

Subtotal

Deductions:

Cumulative Eligible Capital Balance

CEC Deduction

Subtotal

Cumulative Eligible Capital - Closing Balance

Cumulative Eligible Capital Calculation

Projected proceeds of sale (less outlays and expenses not otherwise deductible) 

from the disposition of all ECP during the year

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

Other Adjustments

 2 
 3 
 4 
 5 
 6 
 7 
 8 
 9 
 10 
 11 
 12 
 13 
 14 
 15 
 16 
 17 
 18 
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Table 4-57 2012 CCA / UCC Continuity Schedule 1 

Class Class Description

UCC Prior Year 

Ending Balance

Less: Non-Distribution 

Portion

Less: Disallowed FMV 

Increment

UCC Bridge Year 

Opening Balance  Additions Dispositions

UCC Before 1/2 Yr 

Adjustment

1/2 Year Rule {1/2 Additions 

Less Disposals} Reduced UCC Rate % CCA

UCC Ending 

Balance

1 Distribution System - 1988 to 22-Feb-2005 8,399,049 0 0 8,399,049 0 0 8,399,049 0 8,399,049 4% 335,962 8,063,087

2 Distribution System - pre 1988 0 0 0 0 0 0 0 0 0 6% 0 0

6 Buildings (No footings below ground) 9,014 0 0 9,014 0 0 9,014 0 9,014 10% 901 8,113

8 General Office/Stores Equip 125,489 0 0 125,489 133,000 0 258,489 66,500 191,989 20% 38,398 220,091

10 Computer Hardware/  Vehicles 421,175 0 0 421,175 150,000 0 571,175 75,000 496,175 30% 148,852 422,322

10.1 Certain Automobiles 0 0 0 0 0 0 0 0 0 30% 0 0

12 Computer Software 29,273 0 0 29,273 250,000 0 279,273 125,000 154,273 100% 154,273 125,000

3 0 0 0 0 0 0 0 0 0 5% 0 0

0 0 0 0 0 0 0 0 0 0% 0 0

13 3 Lease # 3 0 0 0 0 0 0 0 0 0 0 0

13 4 Lease # 4 0 0 0 0 0 0 0 0 0 0 0

14 Franchise 0 0 0 0 0 0 0 0 0 0 0

17

New Electrical Generating Equipment Acq'd after Feb 

27/00 Other Than Bldgs 0 0 0 0 0 0 0 0 0 8% 0 0

43.1

Certain Energy-Efficient Electrical Generating 

Equipment 0 0 0 0 0 0 0 0 0 30% 0 0

45 Computers & Systems Hardware acq'd post Mar 22/04 744 0 0 744 0 0 744 0 744 45% 335 409

50 Computers & Systems Hardware acq'd post Mar 19/07 510 0 0 510 0 0 510 0 510 55% 281 230

46

Data Network Infrastructure Equipment (acq'd post Mar 

22/04) 0 0 0 0 0 0 0 0 0 30% 0 0

47 Distribution System - post 22-Feb-2005 6,604,733 6,604,733 1,420,000 0 8,024,733 710,000 7,314,733 8% 585,179 7,439,554

SUB-TOTAL - UCC 15,589,987 0 0 15,589,987 1,953,000 0 17,542,987 976,500 16,566,487 1,264,181 16,278,806

305,901 0

CEC Goodwill 0 0 0 0

CEC Land Rights 0 0 0 0

CEC FMV Bump-up 0 0 0 0

SUB-TOTAL - CEC 0 0 0 0

CCA Continuity Schedule (2012)

2 
 3 
 4 
 5 

Table 4-58 2012 CEC Continuity Schedule 6 

 7 
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0

0

0

0 x 3/4 = 0

0 x 1/2 = 0

0 0

0 0

0

0

0 x 3/4 = 0 0

0

7% 0

0Cumulative Eligible Capital - Closing Balance

Cumulative Eligible Capital Calculation

Projected proceeds of sale (less outlays and expenses not otherwise deductible) 

from the disposition of all ECP during the year

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

Other Adjustments

Deductions:

Cumulative Eligible Capital Balance

CEC Deduction

Subtotal

Other Adjustments

Subtotal

Amount transferred on amalgamation or wind-up of subsidiary

Subtotal

Cost of Eligible Capital Property Acquired during the year

Cumulative Eligible Capital

Additions:

1 
 2 
 3 
 4 
 5 
 6 
 7 
 8 
 9 
 10 
 11 
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 2 

APPENDIX B  PROCUREMENT POLICY 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 
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POLICY AND PROCEDURES 
 

 

 
DEPARTMENT:              ADMINISTRATION 

 
SUBJECT:                      PROCUREMENT 
POLICY #:                       2011-0201 
ISSUE DATE:                   February 1

st
 2011 

 
PAGES:                             Page 1 of 4 

 
 
 

 1 
 2 
 3 
ADM 4.1.0 PURPOSE 4 

 5 
4.1.1 To set forth the policy of the corporation regarding the approval procedure for 6 
purchasing capital and operational expenditures. 7 

 8 
ADM 4.2.0 POLICY STATEMENT 9 

 10 

4.2.1 It is the policy of Lakefront Group of Companies represented by Lakefront Utility 11 
Services Inc. (LUSI) to set up procedures for the purchasing of supplies, materials and 12 
other services on behalf of LUSI and its affiliates. 13 

 14 
ADM 4.3.0 PURCHASE ORDER CREATION PROCESS 15 
 16 

4.3.1 All requests for the purchase of goods or services must be submitted on a 17 
Purchasing Form, which when authorized and approved by the appropriate signing 18 
authorities and assigned a valid number, becomes an official Purchase Order. 19 
 20 
4.3.2 In an emergency, a Supervisor may place a verbal order which must be followed 21 
by a official Purchase Order as soon as practicable. 22 
 23 

 24 
ADM 4.4.0 RESPONSIBILITIES 25 
 26 

4.4.1 Department Managerôs Responsibilityôs 27 
The Department Manager is responsible for reporting, in writing, to the President or Vice 28 
President, all instances of unsatisfactory vendor performance. 29 
 30 
4.4.2 Staffôs Responsibilities 31 
All staff is responsible for following the Purchasing Policy as outlined within, for ensuring 32 
that all items purchased meet the all current Regulatory Standards and/ or an approved 33 
Electrical Standards as per Ontario Regulation 22/04 34 

35 



LAKEFRONT UTILITIES INC.  

EB-2011-0250 

EXHIBIT 4  

             Page 108 of 265 

 1 

 

POLICY AND PROCEDURES 
 

 

 
DEPARTMENT:              ADMINISTRATION 

 
SUBJECT:                      PROCUREMENT 
POLICY #:                       2011-0201 
ISSUE DATE:                   February 1

st
 2011 

 
PAGES:                             Page 2 of 4 

 
 
 

ADM 4.5.0 APPROVAL PROCEDURE & LEVELS 2 
 3 

4.5.1 Purchasing Forms will be approved by the appropriate authority level as per 4 
Table 1 and Table 2 below, validated for appropriateness of expenditure, verified against 5 
the current approved Budgets and checked for account coding accuracy.  All invoices 6 
will be matched to the corresponding approved purchase order by the Finance 7 
Department.  8 
 9 
4.5.2 Purchases are not to be divided to circumvent any thresholds in this policy. 10 

 11 
Table 1 Approved Budget Purchases 12 

Supervisor   Approval of purchase orders not to exceed $    1,000 13 
Manager   Approval of purchase orders not to exceed $    5,000 14 
Corporate Officers  Approval of purchase orders not to exceed $  25,000 15 
Vice- President   Approval of purchase orders not to exceed $  50,000 16 
President   Approval of purchase orders not to exceed $100,000 17 
President and VP  Approval of purchase orders not to exceed $150,000 18 
 19 
Purchases over $150,000 require additional authorization by the Chair of HOLDCO. 20 

 21 
Table 2 Purchases not included in Approved Budget 22 

Supervisor   Approval of purchase orders not to exceed $      250 23 
Manager   Approval of purchase orders not to exceed $    1000 24 
Corporate Officers  Approval of purchase orders not to exceed $   2,000 25 
Vice- President   Approval of purchase orders not to exceed $ 10,000 26 
President   Approval of purchase orders not to exceed $ 15,000 27 
President and VP  Approval of purchase orders not to exceed $ 25,000 28 
 29 
Purchases over $25,000 require additional authorization by the appropriate Board. 30 

 31 
4.5.3 Purchase of miscellaneous items under a value of $250 do not require a 32 
purchase order but do require approval and account coding by appropriate supervisor. 33 
 34 
4.5.4 Rental of equipment does not require a purchase order but does require the 35 
associated work order.  The invoice will contain the work order number will be approved  36 
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at the time it is received.  Work order number must be recorded on third party 1 
documentation. 2 

 3 
ADM 4.6.0 PURCHASES PAID OUT OF PETTY CASH 4 
 5 

4.6.1 Purchases for goods or services costing less than $50 total can be paid out of 6 
Petty Cash when authorized by the appropriate supervisor. 7 

 8 
ADM 4.7.0 CREDITCARD PURCHASES 9 

 10 
4.7.1 Authorization from the appropriate supervisor is required for purchases over 11 
$250. Senior management do not require authorization for amounts up to their limits of 12 
authority and the statements must be reviewed and approved by their immediate 13 
supervisor. 14 

 15 
ADM 4.8.0 PURCHASES COSTING BETWEEN $250 AND $15,000 16 
 17 

4.8.1 All purchases over $250 require a Purchase Order, signed by the appropriate 18 
Authority. Purchaser will use his/her discretion in selecting the suppliers from whom to 19 
choose based on best value.  For all purchases, competitive prices must be obtained 20 
and recorded. 21 

 22 
ADM 4.9.0 PURCHASES COSTING BETWEEN $15,000 AND $25,000 23 
 24 

4.9.1 When the total expenditure for goods or services is between $15,000 and 25 
$25,000, quotations will be solicited from at least three (3) suppliers. 26 

 27 
4.9.2 The quotation process may be omitted under the following conditions: 28 

 29 
¶ Emergency situation declared by the President or his designate; 30 
¶ Sole Source Purchases must be approved by two (2) Corporate Officers. 31 

 32 
ADM 4.10.0 Purchases Costing over $25,000 33 

 34 
4.10.1 Tenders, Request for Proposals, Request for Quotations will be required when the 35 
total expenditure for goods or services is expected to exceed $25,000. 36 

37 
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 2 
ADM 4.11.0 EXCLUSIONS TO PROCUREMENT PROCESS 3 

 4 
4.11.1 The following items are not subject to this Procurement Policy: 5 

 6 
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) Licences, insurance (vehicles, etc.) 
b) Banking and underwriting services 

where covered by agreements 
c) Real estate including land, 

buildings, leasehold interests, 
easements, encroachments and 
licences 

d) Items of a confidential nature 
e) Professional and special services, 

including appraisals, medical, etc. 
f) Freight charges 
g) IESO Invoice 
h) Debt Retirement Charge Remittance 
i) ESA Inspection Charges 
j) OEB Fixed Costs 
k) Insurance Employee benefits (Pension, 

Health Insurance, etc) 
l) Taxes 
m) Customer refunds 
n) External Audit Invoices 
o) Legal expenses 

6.0  Utilities 

a) Postage 
b) Water and sewage charges 
c) Hydro 
d) Natural Gas 
e) Internet Service 
f) Telephone Service 
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APPENDIX C LUI DETAILED TAX RETURNS  19 

 20 
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