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October 15, 2010
Delivered By Courier

Ontario Energy Board
P.O. Box 2319

27th Floor

2300 Yonge Street
Toronto, ON M4P 1E4
Attention: Kirsten Walli
Board Secretary

Re: Parry Sound Power Corporation (EB-2010-0140)
2011 Electricity Distribution Rate (Cost of Service) Application

Dear Ms. Walli:

Parry Sound Power Corporation hereby submits its Cost of Service Rate Application, based on a 2011
forward test year, for Electricity Distribution Rates to be effective May 1, 2011 (the “Application”). This
Application is filed in accordance with the Ontario Energy Board’s (the “Board’ s”) “Filing Requirements for
Transmission and Distribution Applications”, issued June 28, 2010. Please find enclosed two hard copies
of the Application. An electronic copy of the full application in PDF format and required models in Excel
format will be submitted through the Board’s Regulatory Electronic Submission System (“RESS”).

This 2011 Electricity Distribution Rate (Cost of Service) Application is respectfully submitted for the
Board’s consideration.

Ll s

, A

Calvin Epps 7

President

Parry Sound Power Corporation
125 William Street

Parry Sound, ON P2A 1V9
cepps@pspower.ca

Mr. Miles Thompson

Vice President / Findncial Officer .
Parry sound Power Corporation

125 William Street

Parry Sound, ON P2A 1V9

mthompson@pspower.ca
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3 IN THE MATTER OF the Ontario Energy Board Act, 1998,
4 being Schedule B to the Energy Competition Act, 1998, S.O.
5 1998, c.15;
6 AND IN THE MATTER OF an Application by Parry Sound
7 Power Corporation to the Ontario Energy Board for an Order or
8 Orders approving or fixing just and reasonable rates and other
9 service charges for the distribution of electricity as of May 1,
10 2011.
11  Title of Proceeding: An application by Parry Sound Power Corporation for an
12 Order or Orders approving or fixing just and reasonable
13 distribution rates and other charges, effective May 1, 2011.
14  Applicant’'s Name: Parry Sound Power Corporation
15

16  Applicant’s Address for Service: 125 William Street
17 Parry Sound Ontario P2A 1V9
18 Attention Calvin Epps, President

19 Telephone: 705 746-5866
20 Fax: 705 746-7789
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Introduction

@) The Applicant is Parry Sound Power Corporation (referred to in this Application
as the “Applicant” or PSP). The Applicant is a corporation incorporated pursuant
to the Ontario Business Corporations Act with its head office in the Town of Parry
Sound. The Applicant carries on the business of distributing electricity within the

Town of Parry Sound.

(b) The Applicant hereby applies to the Ontario Energy Board (the “OEB”) pursuant
to Section 78 of the Ontario Energy Board Act, 1998 (the “OEB Act”) for approval
of its proposed distribution rates and other charges, effective May 1, 2011. A list

of requested approvals is set out in Exhibit 1, Tab 1, and Schedule 5.

(© Except where specifically identified in the Application, the Applicant followed
Chapter 2 of the OEB’s Filing Requirements for Transmission and Distribution
Applications dated June 28, 2010 (the “Filing Requirements”) in order to prepare
this application.

Proposed Distribution Rates and Other Charges

(@) The Schedule of Rates and Charges proposed in this Application is identified in
Appendix A attached to this application and Exhibit 9, Tab 1, and Schedule 6,
and the material being filed in support of this Application sets out PSP’s

approach to its distribution rates and charges.

Proposed Effective Date of Rate Order

(@) The Applicant requests that the OEB make its Rate Order effective May 1, 2011

in accordance with the Filing Requirements.

The Proposed Distribution Rates and Other Charges are Just and Reasonable

€) The Applicant submits the proposed distribution rates contained in this

Application are just and reasonable on the following grounds:



10

11
12
13

14
15

16

Parry Sound Power Corporation
EB-2010-0140

Exhibit 1

Tab 1l

Schedule 2

Page 3 of 4

Filed: October 15, 2010

the proposed rates for the distribution of electricity have been prepared in
accordance with the Filing Requirements and reflect traditional rate

making and cost of service principles;

the proposed adjusted rates are necessary to meet the Applicant’s Market Based
Rate of Return (“MBRR”) and Payments in Lieu of Taxes (“PILS")

requirements;

there are no impacts to any of the customer classes or consumption level
subgroups that are so significant as to warrant the deferral of any
adjustments being requested by the Applicant or the implementation of

any other mitigation measures;

the other service charges with exception of the temporary service charges
proposed by the Applicant are the same as those previously approved by
the OEB; and

such other grounds as may be set out in the material accompanying this

Application Summary.



o O WD

10

11
12
13

14
15
16

Parry Sound Power Corporation
EB-2010-0140

Exhibit 1

Tab 1l

Schedule 2

Page 4 of 4

Filed: October 15, 2010

5. Relief Sought

€)) The Applicant applies for an Order or Orders approving the proposed distribution
rates and other charges set out in Exhibit 1, Tab 1, and Schedule 2, Appendix A
to this Application as just and reasonable rates and charges pursuant to Section
78 of the OEB Act, to be effective May 1, 2011, or as soon as possible thereafter;

and
6. Form of Hearing Requested

€)) The Applicant requests that this Application be disposed of by way of a written

hearing.

DATED at Parry Sound, Ontario, this 15th day of October, 2010.

All of which is respectfully submitted,

Parry Sound Power Corporation

Calvin Epps
President, Parry Sound Power Corporation
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Residential

Service Charge

Smart Meter Funding adder

Distribution Volumetric Rate

LRAM and SSM Rate Rider

Low Voltage Service Rate

Rate Rider For Global Adjustment Sub-Account Dispostion Non-RPP
Rate Rider for Deferral/Variance Account Disposition

Regulatory Asset Recovery

Retail Transmission Rate-Network Service Rate

Retail Transmission Rate-Line and Transformation Connection Service Rate
W holesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service-Administrative Charge (if applicable)

General Service Less Than 50 KW

Service Charge

Smart Meter Funding adder

Distribution Volumetric Rate

LRAM and SSM Rate Rider

Low Voltage Service Rate

Rate Rider For Global Adjustment Sub-Account Dispostion Non-RPP
Rate Rider for Deferral/Variance Account Disposition

Regulatory Asset Recovery

Retail Transmission Rate-Network Service Rate

Retail Transmission Rate-Line and Transformation Connection Service Rate
W holesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service-Administrative Charge (if applicable)

General Service 50 KW to 4,999 KW

Service Charge

Smart Meter Funding adder

Distribution Volumetric Rate

LRAM and SSM Rate Rider

Low Voltage Service Rate

Regulatory asset Recovery

Rate Rider For Global Adjustment Sub-Account Dispostion Non-RPP
Rate Rider for Deferral/Variance Account Disposition

Retail Transmission Rate-Network Service Rate

Retail Transmission Rate-Line and Transformation Connection Service Rate
Retail Transmission Rate-Network Service Rate-Interval Metered

Retail Transmission Rate-Line and Transformation Connection Service Rate-Interval Metered

W holesale Market Service Rate
Rural Rate Protection Charge
Standard Supply Service-Administrative Charge (if applicable)
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$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh

$/kwh

$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh

$/KW

$/IKW
$/KW
$/KW
$/KW
$/IKW
$/KW
$/KW
$/kwh
$/kwh

23.97
1.71
0.0191
0.001
0.0010

0.0054
0.0047
0.0052
0.0013

0.25

36.01
1.71
0.0148
0.0006
0.0007

0.0049
0.0043
0.0052
0.0013

0.25

237.51
1.71
4.745
0.523
0.3710

1.9979
1.7032
2.3775
2.0659
0.0052
0.0013

0.25



Unmetered Scattered Load

Service Charge (per customer)

Distribution Volumetric Rate

LRAM and SSM Rate Rider

Low Voltage Service Rate

Rate Rider For Global Adjustment Sub-Account Dispostion Non-RPP
Rate Rider for Deferral/Variance Account Disposition

Regulatory asset Recovery

Retail Transmission Rate-Network Service Rate

Retail Transmission Rate-Line and Transformation Connection Service Rate
W holesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service-Administrative Charge (if applicable)

Sentinel Lights

Service Charge

Distribution Volumetric Rate

LRAM and SSM Rate Rider

Low Voltage Service Rate

Rate Rider For Global Adjustment Sub-Account Dispostion Non-RPP
Rate Rider for Deferral/Variance Account Disposition

Regulatory Asset Recovery

Retail Transmission Rate-Network Service Rate

Retail Transmission Rate-Line and Transformation Connection Service Rate
W holesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service-Administrative Charge (if applicable)

Street Lighting

Service Charge (per connection)

Distribution Volumetric Rate

LRAM and SSM Rate Rider

Low Voltage Service Rate

Rate Rider For Global Adjustment Sub-Account Dispostion Non-RPP
Rate Rider for Deferral/Variance Account Disposition

Regulatory Asset Recovery

Retail Transmission Rate-Network Service Rate

Retail Transmission Rate-Line and Transformation Connection Service Rate
W holesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service-Administrative Charge (if applicable)

microFIT GENERATOR SERVICE CLASSIFICATION
Service Charge

LOSS FACTORS

Total Loss Factor — Secondary Metered Customer < 5,000 kW
Total Loss Factor — Secondary Metered Customer > 5,000 kW
Total Loss Factor — Primary Metered Customer < 5,000 kW
Total Loss Factor — Primary Metered Customer > 5,000 kW
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$ 23.33
$/kwh 0.0523
0.0773
$/kwh 0.0009
$/kwh
$/kwh
$/kwh
$/kwh 0.0049
$/kwh 0.0043
$/kwh 0.0052
$/kwh 0.0013
$ 0.25
$ 4.92
$/KW 19.0674
0
$/KW 0.3569
$/KW
$/KW
$/KW 0
$/KW 1.5144
$/KW 1.3441
$/kwh 0.0052
$/kwh 0.0013
$ 0.25
$
$/KW 1.27
$/KW 12.7683
0
$/KW 0.3313
$/KW
$/KW
$/KW
$/KW 1.5067
$/KW 1.3166
$/kwh 0.0052
$/kwh 0.0013
$ 0.25
$ 5.25
1.0809
N/A
1.0700
N/A



CONTACT INFORMATION:

Calvin Epps

President

Parry Sound Power Corporation
125 William Street

Parry Sound, ON P2A 1V9
cepps@pspower.ca

Mr. Miles Thompson

Vice President / Financial Officer
Parry sound Power Corporation
125 William Street

Parry Sound, ON P2A 1V9
mthompson@pspower.ca

Telephone (705) 746-5866

Fax (705) 746-7789
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ALIGNMENT OF RATE YEAR TO CALENDAR YEAR

BACKGROUND
PSP is seeking approval for rates applied for in this application with an effective rate date of
May 1, 2011.

However, in its letter dated April 15, 2010, the Ontario Energy Board (the “Board”) advised
distributors that it would hear the merits of aligning the rate year with the fiscal year for
distributors on a case-by-case basis. Parry Sound is seeking approval for rates effective
January 1, 2012 for any rates filed subsequent to this “Cost of Service” application. This would

align the rates with PSP’s fiscal year which is also the calendar year.

The Board requires all electricity distributors to produce audited financial statements and a trial

balance in the Uniform System of Accounts (“USofA”) based on the calendar year.

Thus the fiscal year for electricity distributors is the calendar year. The rate year for electricity
distributors has evolved. Up until 2000, the rate year always commenced on January 1. In 2000,
the Board released the Electricity Distribution Rate Handbook which changed the rate year to
March 1. This remained until 2004, at which time the Board changed the rate year to April 1. For
2006, the Board released the 2006 Electricity Distribution Rate Handbook which changed the
rate year to May 1, where it has remained for most distributors. Throughout this period of time,
the fiscal year for distributors did not change. The changes for the rate year were generally
based on administrative practices and to align distribution rate changes with commodity rate

changes.

PSP is now proposing that its next IRM rate application has a rate effective date of January 1,
2012 to once again align with its fiscal year. This issue has been a concern for PSP for a

number of years.
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ISSUES TO BE ADDRESSED

Appendix B of the April 15, 2010 letter from the Board provided examples of the issues that

should be addressed. Following is a discussion of those issues.

1. What are the benefits to the distributor of changing the rate year to match the fiscal

year?

Aligning the rate year and the fiscal year will eliminate a number of issues for PSP. As noted by
Enersource Hydro Mississauga (“Enersource”) in proceeding EB-2009-0193, distributors must
explain results to the investment community. This is true not only for “public issuers” such as
Enersource but also distributors such as Parry Sound who must report results to holders of
credit facilities and the company’s shareholder. The Enersource Decision stated:

"While the Board accepts Enersource’s argument that aligning its rate year with its financial
year would simplify reporting to the investment community and thus sees merit in the request,
the Board believes that other distributors, particularly those that are reporting issuers, may also

be interested in a change in rate year to January 1.”

Explanations of financial results are complicated if the revenues are not aligned with the costs,
particularly in a year with a cost of service rate application. This misalignment means that
explanations must include a discussion about the impact of the stub periods from the previous
rate year, and makes it more difficult to explain the company’s financial performance in a

transparent manner.

Furthermore, in filing a cost of service rate application, there are a number of added
complexities if the costs are from January to December, but the associated revenues will not be
collected until May through to April of the next year. Typically the final Board Decision for a May
1 rate change would not occur until April. This is more than a quarter of the way into the year in
which the costs are to be incurred. If the Board denies costs in the rate proceeding, there could
be costs that the distributor has already incurred in the first four months of the year. If the

distributor defers some spending (e.g. the hiring of new staff) until the Board’s Decision, it may
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fall short of its planned spending for that year, not be able to complete all its planned work and

have variances to explain.

There are also complexities to consider with respect to the calculation of Payments in Lieu of
Taxes. Under the current rate year, the PILs allowance is collected from May of one year to
April of the next year, for a tax year that is from January to December. Any “stub period” issues

are ignored. This was identified in the 2006 Electricity Distribution Rate Handbook.

These issues and complexities are all resolved if the rate year and the time period in which the
costs will be incurred are the same. One benefit to the Board of having some distributors
seeking rates effective January 1, while others have May 1 effective rates, is that this will
stagger the rate applications somewhat in any given year, and therefore spread out the

workload at the Board.

2. What would be the implications of such a change from a ratepayers’ perspective? For

example, is it a concern that electricity consumers would see more frequent rate changes?

From PSP’s perspective, having distribution rate changes at a different time from commodity
rate changes will result in greater clarity and transparency for customers regarding distribution
related rate adjustments versus rate changes due to other factors, including commaodity rate
changes that are established by the Board. This is a particularly relevant distinction for a

municipally-owned distributor like Parry Sound.

PSP agrees that the frequency of rate changes needs to be considered, but notes that it has
been normal practice to have quarterly rate changes within the gas industry related to the
Quarterly Rate Adjustment Mechanism (“QRAM”), and that the use of rate riders that start and
stop at different times often results in rate changes throughout the year. Typically, with the
proposed approach, distribution rates would change on January 1 and commodity rates would
change on May 1 and November 1. If there is a need to change any other regulated rates, this
could occur at any of these three dates, perhaps providing more flexibility for a distributor to
align its retail transmission rates with the wholesale transmission rate changes, which Hydro

One Networks Inc. has recently applied to revise as of January 1, 2011.
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PSP notes that as a result of this one-time transition, PSP will have small rate riders carrying on
from December 31, 2011to April 30, 2012, and an example would be the lost revenue
adjustment mechanism. Furthermore, while not part of PSP’s Board-approved rate order, the
special purpose charge related to the Ministry of Energy and Infrastructure conservation

assessments would continue in 2011.

3. Under a Cost of Service mechanism, what are the specific issues from a ratemaking
perspective of transitioning to a rate year that would be aligned with the fiscal year, and

how should these issues be specifically addressed?

PSP is seeking alignment of the rate year and calendar year effective 8 months after the COS
rates are effective. Simply put PSP is seeking COS rates effective May 1, 2011. Any 3rdGIRM
rates would become effective January 1, 2012. From this date forward PSP will then be in line

for rate and calendar year.

4. What would be the specific issues relating to the timeliness of existing filing requirements
such as bridge year information, audited financial statements, RRR reporting, tax returns, and
review and disposition of deferral and variance account balances, and how should these be

specifically addressed?

By April 30 of each year, audited financials, the trial balance in the USofA and performance
based regulation reporting have all been filed with the Board for the prior year. Variance and
deferral account balances are determined as part of the audited financials and therefore are
available by April 30. Service quality indicators are filed by March 31. The tax return is available
by no later than June 30, but again the specific information related to the return is available for

internal use earlier.
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5. Is there merit in considering the alignment during a Cost of Service application but having the
implementation of the alignment take effect on January 1st of the following year as part of the

distributor’s first IRM-based adjustment?

As stated in reply to question 3 above, PSP is in agreement with this method of alignment, the

first IRM year following cost of service.
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SPECIFIC APPROVALS REQUESTED:

In this proceeding, PSP is requesting the following approvals:

>

Approval to charge rates effective May 1, 2011 to recover a service revenue requirement

of $2,714,943 hich includes a revenue deficiency of $791,616 3as set out in
Exhibit 1 and Exhibit 6, respectively. The schedule of proposed rates is set out in Exhibit
1.

Approval of the Applicant’s proposed change in capital structure to a deemed common
equity component of 40.0% and a deemed debt component of 60.0%, as set out in
Exhibit 5, consistent with Report of the Board on Cost of Capital and 2nd Generation

Incentive Regulation for Ontario’s Electricity Distributors dated December 20, 2006;
Approval of the proposed loss factor as set out in Exhibit 8;

Approval to continue to charge the low voltage rates as included in the Board’s Decision
and Order of April 28, 2010 Parry Sound Power's 2" Generation Incentive Rate

Mechanism (“IRM”) application.

Approval to continue to charge the revised Retail Transmission Service Rates as
calculated in the Board’s RTSR workform model. PSP expects The Board to advise PSP

to adjust these rates to reflect approved future changes to the UTRs

Approval to continue the Specific Service Charges and Transformer Allowance approved
in the OEB Decision and Order in the matter of PSP’s 2010 Distribution Rates (EB-2009-
0207) and

Approval to dispose of the following Deferral and Variance Account Balances as at
December 31, 2009 plus interest forecasted to April 30, 2011 over a one year period

using the method of recovery described in Exhibit 9:

1508 Other Regulatory Assets-
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1550

1590

1580

1582

1584

1586

1588

Retail Cost Variance Account

Retail Cost Variance Account (STR)

Low Voltage Variance

Regulatory Asset Recovery

Wholesale Market Service Charges Variance
One-Time Charges Variance

Transmission Network Variance
Transmission Connection Variance

Power Variance
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DRAFT ISSUES LIST:

The Applicant would expect, based on previous regulatory experience and other hearings, that

the following matters pertaining to the 2011 Test Year may constitute issues in this Application:

>

>

>

Y VvV

YV V VYV V

The amount of PSP’s proposed revenue requirement

The 2011 capital budget

The 2011 operations, maintenance and administration budget.
The 2011 load forecast

The treatment of PSP’s HST

The appropriateness of PSP’s proposed cost allocation-related adjustments to class-
specific revenue requirements, reflected in the proposed distribution rates;

The approval of PSP’s smart meter rate adder change;

PSP’s treatment of “Shared Services” and reorganization of corporate structures;

PSP’s SSM and LRAM rate adder and calculation, and

Alignment of rate year and calendar year commencing January 1, 2012 in conjunction
with the 2012 3™ Generation Incentive Rate Mechanism PSP is seeking approval for the

rates set out in this application to become effective May 1, 2011.
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PROCEDURAL ORDERS/MOTIONS/NOTICES:

On March 12, 2007, the OEB issued its report "LDC Screening Methodology to
Establish a Rebasing Schedule for Electricity LDCs" (the “Report”). The purpose of the
Report was "to describe the criteria to be considered in determining which electricity
distributors to engage in proceedings before the Board for rebasing to establish rates for
each of the years 2008, 2009 and 2010” and to establish the next steps and timelines
for filing. Section 3.3 of the Report provided an opportunity for LDCs to "self-nominate”
to be rebased in a particular year.

In 2008, PSP filed a self-nomination request for rebasing in 2009.

PSP filed a complete cost of service application on August 18, 2008 Board File

No. EB-2008-0240. Further to the filing and matters beyond PSP’s Management Control
the application for rates effective May 1, 2009 was withdrawn.

In the letter of January 29, 2009 the Board indicated their decision to extend

the number of years for rebasing to include 2010 and 2011 rate years. The Board
recognized the cost of service process is effort intensive for applicants, the Board and
intervenors. Accompanying this letter were preliminary lists of electricity distributors

selected to rebase in 2010 and 2011 attached as Schedule A and B respectively.

Subsequently, in Board File No. EB-2009-0028, the OEB issued the final list of distributors that

will be rebased in 2010 and 2011. PSP is on the 2011 list.
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ACCOUNTING ORDERS REQUESTED:

PSP is not requesting Accounting Orders in this proceeding.
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COMPLIANCE WITH UNIFORM SYSTEM OF ACCOUNTS:

PSP has followed the accounting principles and main categories of accounts as stated in the
OEB’s Accounting Procedures Handbook (the “APH”) and the Uniform System of Accounts
(“USoA”) in the preparation of this Application.
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DISTRIBUTION SERVICE TERRITORY AND DISTRIBUTION SYSTEM:

Description of Distributor:

PSP operates an electrical distribution system with a total service area of 15 square kilometers
of urban service territory within the Town of Parry Sound. The service area population is
approximately 6,500 people and we have approximately 128 kilometers of line which includes
117 kilometers of overhead and 11 kilometers of underground lines. PSP is a winter peaking
utility. The 2009 winter peak was 19,170 kW with an average for the 2009 year of 14,410 kW.

PSP delivers electricity to approximately 3,300 customers.

PSP does not have any embedded utilities within its service area.

Parry Sound is bounded by Hydro One.

PSP is an embedded distributor within Hydro One’s service territory.

PSP is a registered Market Participant dealing directly with the IESO.

A map of the PSP’s Distribution Service Territory accompanies this Schedule as Appendix B.

A schematic diagram of PSP’s distribution system is attached in Appendix C.
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APPENDIX B
MAP OF DISTRIBUTION SERVICE TERRITORY
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1 MAP OF DISTRIBUTION SERVICE TERRITORY

2  The outlined area represents the Town of Parry Sound.
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Georgian Bay
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UTILITY ORGANIZATIONAL STRUCTURE:

Parry Sound Hydro Corporation (“Holdco”), and its wholly owned subsidiaries Parry Sound
PowerGen Corporation (“Gencao”), Parry Sound Power Corporation (“Wiresco”) and Parry Sound
Energy Services Corporation (“Servco”) were all incorporated under the Ontario Business
Corporations Act on October 31, 2000. On November 1, 2000, pursuant to Section 142 of the
Electricity Act, 1998 and in accordance with By-Law 2000-4303 of the Corporation of the Town
of Parry Sound (the “Town”), all of the assets, liabilities, employees, rights and obligations of the
Parry Sound Public Utility Commission (the “Commission”) were transferred to Holdco and its

subsidiaries.

The board of directors for Holdco consists of a representative from the Town of Parry Sound
and five appointed members. The subsidiary boards are selected by the Holdco Board.

In accordance with various regulations of the province of Ontario, Holdco, Wiresco, Genco and
Servco became taxable entities on October 1, 2000 and became responsible for making
payments in lieu of taxes, equivalent to federal and provincial income and capital taxes, to the
Ontario Electricity Financial Corporation, to pay down the residual debt of the former Ontario

Hydro.

The directors annual compensation is allocated directly to each subsidiary company quarterly at

cost.
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CORPORATE ENTITIES RELATIONSHIP CHART

Parry Sound Hydro
Corporation (HoldCo)

Parry Sound Power Parry Sound Energy PowerGen
Corporation Services Corporation Corporation
(“Wiresco”) (“Servco”) (“Genco”)

Parry Sound Hydro Corporation owns the building and property located at 125 William Street,
Parry Sound, Ontario. Holdco rents the premises to Parry Sound Energy Services. Holdco

general operating costs are allocated to PSES quarterly on a cost basis.

Parry Sound Power Corporation currently operates as an electrical distributor within the Town
of Parry Sound. Parry Sound Power Corporation has no employees. It rents office space and
administrative staff from its sister corporation PSES. PSP purchases man hours and equipment
time from its affiliate PSES. As of January 1 2011 PSP while becoming complaint with the ARC
will employ staff and hold all necessary equipment to operate the LDC as set out in The Board's

response to PSP ARC exemption application.
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Parry Sound Energy Services Corporation (“PSES”) owns the motor vehicles, general office
equipment and rental water tank inventory, employs 12 full-time staff. PSES provides services
to Hydro, PGEN and PSP. PSES also operates a water heater rental program, performs
streetlight, traffic light and tree trimming services for the Town and performs similar services for
individuals at competitive rates. In addition, PSES also provides meter reading and billing
services related to water and sewage for the Town of Parry Sound. PSES is a service based

business but does not retail electricity.

Parry Sound PowerGen Corporation (“PGEN") owns the generating assets, building, fixtures,
land, control dams and maintains the watershed. A rental building and related land is also
included. PGEN is responsible for those activities relating to the generation of power. PGEN
sells electricity generated at the spot market price.
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PLANNED CHANGES IN CORPORATE AND OPERATIONAL STRUCTURE:

PSP currently has plans to change to the corporate structures. PSP filed an application seeking
exemptions to sections of the current Affiliate Relationship Code in April 2009. A subsequent
denial of the application was issued by the board in October 2009. Therefore changes to our
current operational structures are required. To determine the best results for our customers
PSP’s Board of Directors and management have engaged subject matter experts. To ensure
compliance best business practices and policies are in order, management plans to enable the
new operational structure January 1, 2011. Further to the operational regime identified in the
corporate chart above, Parry Sound Energy Services (PSES) currently supplies staffing, vehicle,
equipment, office and operational building space along with management oversight which will
cease to exist as of December 31, 2010. Any monetary synergies currently associated with the
combined operational entities will cease as well. PSP’s 2011 revenue requirement forecast also
reflects these changes. In general terms the operational structure will see changes from PSES
to PSP initially involving staff resources, vehicle and equipment, office furniture and equipment,
building and storage areas. The final plans are not complete, however, Parry Sound Power’s
Board of Directors have mandated ARC compliance by January 1, 2011. The compliance
exercise to achieve compliance is estimated to cost PSP $100,000 which is proposed in this
rate application for recovery over the four year rate period.
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1 STATUS OF BOARD DIRECTIVES FROM PREVIOUS BOARD DECISIONS:

2  Atthis time there are no Board Directives from previous Board decisions.
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A copy of PSP’s latest (current) version of its Conditions of Service was filed separately with the

Board on August 1, 2008. PSP is a member of the Cornerstone Hydro Electric Concepts

Association Inc. (CHEC) group which reviews and changes our Conditions of Service in

accordance with changes to the Distribution System Code and Guidelines set out by the Ontario

Energy Board. A copy of the condition of service can we located on our website at:

http://www.pspower.ca/service.asp
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PRELIMINARY LIST OF WITNESSES:

While PSP requests that this Application be disposed of by way of a written hearing, should a
technical conference or an oral hearing be necessary PSP will provide a list of potential
witnesses as required.
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SUMMARY OF THE APPLICATION:

PSP is committed to providing reliable, safe cost effective electricity to our customer base.

Current rates will result in actual Return on Equity in 2010 and 2011 well below levels currently

approved by the OEB. The rate increases requested in this application are required to:

1)

2)

3)

4)

Enable necessary capital investment levels in infrastructure, as listed in PSP’s Asset
Management Plan & Strategy (included in Exhibit 2), and which ensure a safe and
reliable distribution system. PSP’s documented asset management plan includes a five
(5) year capital and maintenance plan derived from operational staff knowledge of the

system and an asset condition assessment provided by Rodan Energy Solutions Inc.

Continue with training programs that ensure health and safety for staff and community

members.

Manage staffing levels and skills to ensure regulatory compliance, ESA compliance,
promote conservation programs, meet mandate targets for load reduction along with
completion of smart meter system and MDMR integration, and implement reporting
changes resulting from the adoption of International Financial Reporting Standards
(IFRS).

Provide a reasonable rate of return to the Shareholder.
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PSP’s Mission Statement is:

To provide safe, reliable, efficient delivery of electrical energy within the Town of Parry

Sound while being accountable to our shareholders....the citizens of Parry Sound.
PSP’s Vision Statement is:

To be acknowledged as a leader among electric utilities in the areas of safety, reliability,

customer service and performance.

PSP’s priorities are defined in its Corporate Goals:

Secure consensus among Management, Board of Directors and Shareholder of PSP on

the mission and vision for the future.

Develop and execute a communication plan for management, board members and
Shareholder.

Seek community input on our future role.

Continue with the alliances with other local distribution companies. This is accomplished

through participating in the CHEC group.

Develop the depth and capability of our personnel to meet the ongoing needs of

our existing and any new businesses.

Execute actions that will enhance PSP’s ability to meet or exceed the
performance based regulation targets set by the Ontario Energy Board and allow

PSP to earn the maximum allowable rate of return.
Stay current with industry, sector and regulatory changes.

Investigate and pursue business opportunities that will enhance shareholder

value and bring value added services to our customers.
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Ensure compliance with ALL Codes and Restrictions.

In keeping with the vision to pursue health and safety as one of PSP’s priorities and to promote
public safety and awareness, PSP has initiated health and safety measures that focus on
proactive measures. Our commitment involves the following; documenting meeting content,
safety training, monitoring conformance to established standards and policies, determining the
effectiveness of safety training, monitoring the resolution of safety recommendations / audits,
and identifying and correcting the root causes for deficiencies.

Within its service territory, PSP has partnered with local agencies and businesses to deliver
innovative conservation and demand management programs.

PSP consistently exceeds the Service Quality Indicators (“SQIs”) as reported annually to the
OEB. The OEB’s Distribution System Code (“DSC”) was amended June 4, 2008 to implement
Electricity Service Quality Requirements (“SQRs”); as Chapter 7, Service Quality

Requirements, coming into force January 1, 2009. Table 1 below shows PSP’s commitment to
service and reliability. The table, where applicable, indicates the prior three years numbers. PSP
continues to maintain its performance at levels equal to or above the OEB’s standard. This table
includes the existing customer related SQRs, previously SQIs, as well as the new customer

related SQRs; first reporting January 31, 2010 for January to December 2009 time period.
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Table 1

PSP’s SERVICE QUALITY INDICATORS
AVERAGE PERFORMANCE

Appointments Met — at the appointed time
SQI Standard: 90% of the time

2009 Actual 2010 Target 2011 Target
100.00% 100.00% 100.00%

Telephone Accessibility — answered in person within 30 seconds
SQI Standard: 65% of the time
2009 Actual 2010 Target 2011 Target
100.00% 100.00% 100.00%

Connection of New Services —within 5 working days
SQI Standard: 90% of the time
2009 Actual 2010 Target 2011 Target
100.00% 100.00% 100.00%

Emergency Response — Urban within 60 minutes and Rural within 120 minutes
SQI Standard: 90% of the time
2009 Actual 2010 Target 2011 Target
100.00% 100.00% 100.00%

Written Responses to Inquiries — within 10 working days
SQI Standard: 80% of the time
2009 Actual 2010 Target 2011 Target
100.0% 100.00% 100.00%

PSP tracks service reliability statistics, including SAIDI (System Average Interruption

Duration Index), SAIFI (System Average Interruption Frequency Index), and CAIDI

(Speed of Power Restoration) including and excluding “Loss of Supply” related incidents. Table
2 below for the statistics that include “Loss of Supply” shows actual

results for the past five years and an average of these five years historical performance.

For the section that excludes “Loss of Supply”, results are shown for the past three

years and an average of these years historical performance. A distributor that has

at least three years of data, at minimum, should remain within the range of their historical

performance. (“Loss of Supply” statistics were not separated prior to 2006)
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Index 2005 2006 2007 2008 2009 5 year
average

SAIDI 15.539 0.36 0.62 16.47 154 6.87
SAIFI 0.054 0.65 3.94 11.26 0.06 3.19
CAIDI 287.239 0.55 0.16 1.46 24.10 65.89
Excludes Loss of Supply (Three Years of Statistics — 2007 to 2009)
Index 2007 2008 2009 3 year

average
SAIDI 0.62 14.76 1.54 5.64
SAIFI 3.94 0.77 0.06 1.59
CAIDI 0.16 19.09 24.10 14.45

PSP is committed to the reliability of its distribution system and will follow the recommendations

listed in the asset management plan for capital investments in infrastructure and regular

maintenance in order to maintain these reliability indices.
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Purpose and Need

Parry Sound Power (PSP) filed a 2009 Cost of Service Filing on August 18, 2008. On October
6, 2008 and October 22, 2008 the Board issued Procedural Orders No. 1 and 2 which
established dates for Board staff and intervenors to file interrogatories and for PSP to file its
responses. PSP has been preparing responses to the interrogatories with a due date of
November 28th that were submitted by staff and intervenors. PSP decided to withdraw the 2009
cost of service application for two reasons:

1. the absence of a key staff member will hinder our ability to reply to the interrogatories. The
medical decision on the timing of the staff members return is unknown.

2. PSP had a small staff and critical elements of the company’s capital and operations budgets
for the 2008 bridge and 2009 test years will be difficult to deal with as a result of the absence.
PSP recognizes that it will not be able to provide complete responses to all of the interrogatories
that have been received. PSP ability to participate fully in the balance of the process associated
with PSP’s 2009 Cost of Service would have been compromised by this unexpected
circumstance. At that time PSP also recognized the requirement for new internal processes and
procedures. PSP therefore determined that it would be prudent to withdraw its 2009 Cost of
Service Filing, develop and implement new internal operational and budgeting procedures over

the next year and then update and revise the current filing as a 2011 Cost of Service Filing.

PSP has recently been denied an application brought before the Board for exemptions to certain
sections of the Affiliate Relationship Code (ARC). As a result, PSP will be restructuring effective
January 1, 2011. PSP has considered the need to comply with the ARC, maintain our system
as outline in our asset management plan and continue to provide a quality service to our

customers.

PSP’s requested service revenue requirement for 2011 in the amount of includes the
recovery of its costs to provide distribution services, its permitted Return on Equity [‘ROE”] and

the funds necessary to service its debt.

When forecasted energy and demand levels for 2011 are considered, PSP estimates that its

present rates will produce a deficiency in gross distribution revenue of for the 2011 Test
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Year. Should this revenue deficiency continue, PSP will not be able to sustain the capital
investment, staffing resources needed to supply reliable customer service, adhere to regulatory
regime and train linepersons required to ensure a safe and reliable distribution system. This is

also evident in PSP’s 2009 audited financial results.

Therefore, PSP seeks the OEB’s approval to revise its electricity distribution rates. The rates
proposed to recover its projected revenue requirement and other relief sought are set out in the
remainder of this application. The information presented in this Application is PSP’s forecasted
results for its 2011 Test Year. PSP is also presenting the historical actual information for fiscal
2006, OEB-Approved data for 2006, actual information for fiscal 2007, actual information for
fiscal 2008, actual information for fiscal 2009 and forecast results for the 2010 Bridge Year and
2011 test year.

Timing

The financial information supporting the Test Year for this Application will be PSP’s fiscal year
ending December 31, 2011 (the “2011 Test Year”). However, this information will be used to set
rates for the period May 1, 2011 to April 30, 2012.

Customer Impact

In preparing this application, PSP has considered the need to comply with the ARC, maintain
our system as outline in our asset management plan and continue to provide a quality service
to our customers. With respect to cost allocation, PSP has updated the previous Cost Allocation
Information Filing using the 2011 forecast. Table 1 below shows the 2011 forecast revenue to
cost ratios based on the previous methodology. In addition Table 1 includes PSP’s proposed

revenue to cost ratios.
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Table 1
Updated O EB Proposed
Cost Allocation Revenue to
Model Cost Ratios Board Target

Low High
Residential 102% 102% 85 % 115%
GS <50kWwW 85 % 85% 80 % 120%
GS >50kWwW 148% 141% 80 % 180%
Sentinel Lighting 40 % 70% 70 % 120%
Street Lighting 14% 28% 70 % 120%
USL 46 % 80 % 80 % 120%

The results show for PSP’s Residential, General Service Less Than 50 and General Service
Greater than 50 customer groups the revenue to cost ratio are within the Board’s threshold.
However, for the Sentinel, Street and Unmetered Scattered Load customers, the current
revenue to cost ratio does not fall within the applicable threshold defined by the OEB in the
November 28, 2007, Report on Application of Cost Allocation for Electricity Distributors. PSP
has updated the Revenue to Cost Ratio for Sentinel light and USL customers to bring them
within the OEB approved range in 2011. The Street Light class has been adjusted for the 2011
rate year from 14% to 28% and PSP proposes to further adjust this class to 42% in 2012, 56%
in 2013 and 70% in 2014 consistent with previously approved cost of service applications. This
will ensure the Street Light class is within the OEB threshold by the next rebasing year. PSP
has not moved Street Light to within the approved band until 2014 (70%) as we did with USL
and Sentinel Lights in 2011. Increased distribution revenue from these two classes in 2011 and
subsequent years will be offset by reductions in distribution revenue from the GS>50 class.
Although this class is currently within the targeted revenue-to-cost ratio, the reductions in 2011
and subsequent years will move the revenue-to-cost ratio closer to 100%. Further it is PSP’s
understanding the board staff are currently reviewing the cost allocation. PSP has moved the
street lights closer to the lower end of the target range in 2011. PSP will move to the OEB
approved ratio once the board has delivered its decision from the current cost allocation

consultation underway.

Customer impacts including the percentage average Total Bill Impact and Average Dollar
Impact, which include revised distribution rates [monthly service charge and volumetric rates],
continuation with low voltage rates, revised loss factors, and regulatory asset rate riders to

dispose of the balances in the Deferral and Variance Accounts requested in this Application
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over a one-year period. In addition PSP is requesting a revision to the Smart Meter Rate Adder
in this application. Approval for a utility specific Smart Meter Funding Adder of $ per metered
customer effective May 1, 2011. Details are set out in Exhibit 9. The inclusion of LRAM/SSM for
the recovery amounts through combined Rate Riders as shown below effective May 1, 2011 for

recovery over a one-year period as set out in detail at Exhibit 10.

$/unit

(kWh
Rate Class or kW) Metrics
Residential 0.0010 kWh
GS <50 kw 0.0006 kWh
GS >50 0.5230 kw
Street Lighting 0.0000 kw
USL 0.0773  kWh
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Table 2
RESIDENTIAL BILL IMPACT AT 800 kwh — PERCENT & DOLLAR
2010 BILL 2011 BILL IMPACT
Volume R;:\;TE C'TGE Volume RAgE OTGE $ % % of Total Bill
Monthly Senice Charge 16.79 23.97 7.18 42.76% 16.42%
Distribution (KWh) 800 0.0134 10.72 800 0.0191 15.28 4.56 42.54% 10.47%
Low Voltage Rider (KWh) 0.0010 0.80 0.0010 0.80 0.00 0.00% 0.55%
Srrart Meter Rider (per month) 1.00 171 071 71.19% 1.17%
LRAM & SSM Rider (Kwh) 0.00 0.0010 0.80 0.80 #DIVIO! 0.55%
Deferrral & Variance Acct (KWh) 800 0.0052 4.16 800 0.0102 8.16 4.00 96.21% 5.5%
Distribution Sub-Total 3347 50.72 17.25 51.55% 34.75%
Retail Transnisssion (KWh) 847 0.0101 855 865 | 0.009015 7.79 (0.76) (8.87%) 5.34%
Delivery Sub-Total 4202 58.52 2,01 52.38% 40.09%
Other Charges (KWh) 847 0.0130 11.01 0.0130 11.24 0.23 2.10% 7.70%
Cost of Power Commuodity (KWh) 600 0.0687 41.24 600 0.0687 41.24 0.00 0.00% 28.25%
Cost of Power Commuodity (KWh) 247 0.0687 16.97 0.0687 18.19 122 7.21% 12.46%
Total Bill Before Taxes 111.23 129.19 2347 21.10% 83.50%
GsT | 130006 | 1446 | 13006 | 1670 23 1614% | 1150%
Total Bill 125.70 145.98 25.80 20.52% 100.00%
GS< 50 BILL IMPACT AT 2,000 kwh — PERCENT & DOLLAR
2010 BILL 2011 BILL IMPACT
Volume R';TE OTGE Volume R';TE CH':?GE $ % % of Total Bill
Monthly Senice Charge 25.29 36,01 10.72 42.3% 12.06%
Distribution (KWh) 2,000 0.0104 20.80 2,000 0.0148 29.60 8.80 42.31% 9.92%
Low Voltage Rider (KWh) 2,000 0.0007 140 2,000 0.0007 140 0.00 0.00% 0.47%
Srrert Meter Rider (per nonth) 1.00 171 071 7L1% 0.5M%
LRAM & SSM Rider (Kwh) 2,000 0.00 2,000 0.0006 120 120 #DIV/O! 0.40%
Deferrral & Variance Acct (KWh) 2,000 0.0052 10.40 2,000 0.0100 20.00 9.60 92.30% 6.70%
Distribution Sub-Total 58.89 80.92 31.03 52.6%% 30.12%
Retail Transmisssion (KWH) 2117 | 0.0092 19.48 2162 | 000821 17.75 (L73) (8.89%) 5.95%
Delivery Sub-Total 78.37 107.67 40.81 52.08% 36.07%
Other Charges (KWh) 2,117 0.0130 2752 2,162 0.0130 28.10 0.58 2.10% 9.41%
Cost of Pawer Commodity (KWh) 600 0.0687 41.23 600 0.0687 41.23 0.00 0.00% 13.81%
Cost of Power Commodity (KWh) 1517 0.0687 104.25 1,562 0.0687 107.31 3.06 2.93% 35.95%
Total Bill Before Taxes 251.37 284.30 $4.45 17.68% 95.24%
GST 5.00% 1257 5.00% 1422 165 13.10% 4.76%
Total Bill 263.93 298.52 $46.09 17.46% 100.00%
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1 GS>50 BILL IMPACT AT 30,000 kwh Demand of 100 kw— PERCENT & DOLLAR
2010 BILL 2011 BILL IMPACT
\Volure | RATE | GARGE | \olure | RATE | CHARGE Change | Change | % of Totd Bl
Morthy Senice Charge 17114 23751 66.37 B% A80%
Distribution (KW) 100 | 3452 IBR 100 | 47450 47450 12858 37.17% 967
Low\oltage Rider (KW) 100 0371 100 | 03710 37.10 3710 #DIVIO 076%
Sart Meter Rder (per morth) 100 100 000 000% 0.02%
LRAM& SSVIRcer (KW) 100 000 100 | 0520 23 230 #VIO 106
Defermral & Variance Acct (KW) 100 | 2150 21520 100 | (067 6753 R | BBy | (L339
Distribution Sub-Total 7826 7483 162 02% 14.97%
Retail Transmmisssion (W) 100 | 3701 | 301 100 \ 33B142| 3051 (@6) | 1070% 6.73%
Delivery Sub-Total 1,10837 1,065.40 (BL) | (09% | 2A71%
Qher Charges (KAh) 3,78 | 0010 | 4128 24% | 00130 4153 863 210% 859%
Qost of Pover Comrodity (KWhH) 3L78 | 0064 | 207781 R4% | 0064 | 212150 363 210% B2%
Totdl Bill Before Taxes 4,697.41 467382 (1691) | (4620 %B.2%
GST 500% | 23487 500% 2369 (119 (050% A476%
2 Totd Bill 4928 490751 (218090 | (4420 | 10000%
3

4 STREET LIGHT BILL IMPACT AT 1,061 connections 72,321 kwh Demand of 202 kw— PERCENT

5 & DOLLAR
2010 BILL 2011 BILL IMPACT
Voure | OB | OERGE | | RATE L ORRGE | Genge | QRnge | g
$ $ $ $ $ %

Morihly Senvice Crerge 106 | 0410 | 4B0L | 1061 | 12718 | 13038 W | 20206 | 85%
Distibution (QA) 1w | 4163 | 8046 W | 27mm | 25m0 | L7E% | 2019% | 163%
Low\otege Rk (W) | oz x| ox3 | e G | VO | 0%
LRAMI& SSVIRcer (kKW) X0 000 22 | oow | o 00 | ovo | oo
Deferal & Variance Acct (KA) w | 178 | ame 2 | 0am| @2 | @ || 025
Distribution SUb-Tota 1eA®s 3Bl8L | 23046 | 1826 | m1%

Retail Trarsmisssion () 1w | 28m | 50 X0 |251000] 8% 63 | wmh | 3%
Delivery Sub Totdl 21B% 44015 | 1987 | 8% | 236

Qher Crerges (kKWK 7658 | 0010 | 9652 | 78168 | 0013 | 10618 0L | 21006 | 64m
Cost of Poner Garodty (kW) BE8 | 00oM | 4wB% | WIS | 0oM | 50RS | 18&2 | 2106 | 2%
Total Bill Before Taxes 10319 UGRB | 445 | 49% | B2

T 500% | 51560 506 || 785 2% | B1% | A%
6 Total B 075 B770 | 4SIB | 20 | 10000%
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SENTINEL LIGHTING BILL IMPACT AT 1 connections 89 kwh Demand of 0.25 kw—
PERCENT & DOLLAR

2010BILL 2011 BILL IMPACT
voure | FOE | OHREE |\ | FATE | OHRGE | Qe | g o pr g
$ $ $ $ $ %
Monthly Senvice Cherge 1 17400 174 1 49151 492 318 13248% 1529%
Digtribuiion (KW) 0 6701 169 0 190674 a77 308 132.48% 147%%
LowvVattiage Rder (W) 0 03339 0 0.3 00 00 #DIVIO 0.28%
LRAM& SSMRder (W) 0 000 0 0.0000 000 000 #DIVIO 0.00%
Deferrrd & Variance Acct (W) 0 91802 230 0 4,0037 100 (12 (563 311%
Distribution Sub-Totdl 572 10.77 506 8.24% 3B42%
Retail Transmisssion (R\) 0 288 071 0 2550106 064 (0103) (10.7%9 198%
Ddivery Sub-Total 6.44 1n4 377 5853% H4A0%
Gher Cherges () A 00130 12 % 00130 124 003 210% 38%
Cost of Poner Comrodity (KAH) A 0064 650 % 0064 6.64 014 210% 205
Totd Bill Before Taxes 205 3070 890 43.23% B.24%
GsT 500% 103 500% 153 051 49.08% 4°78%
Totd Bill 2 223 941 4351% 100.00%
5 UNMETERED SCATTERED LOAD BILL IMPACT AT 272 kwh — PERCENT & DOLLAR
2010 BILL 2011 BILL IMPACT
VilhTie RA%TE CHA$RGE Vialhgire RA§$TE CHA$RGE Cha;]ge Choa/:ge % of Total Bill
Monthly Senvice Charge 0.00 23.33 23.33 #DIV/O! 21.06%
Distribution (kWh) 272 0.0523 14.23 272 0.1362 37.05 22.82 160.42% 33.44%
Low Voltage Rider (kWh) 272 0.0009 0.24 272 0.0009 0.24 0.00 0.00% 0.22%
LRAM & SSM Rider (kWh) 272 0.00 272 0.0773 21.02 21.02 #DIV/O! 18.98%
Deferrral & Variance Acct (kWh) 272 0.0095 2.58 272 0.0000 0.00 (2.58) (100.00%) 0.00%
Distribution Sub-Total 17.05 81.64 64.59 378.73% 73.71%
Retail Transmisssion (KWh) 288 0.0092 2.65 204 0.00821 2.41 (0.24) (8.89%) 2.18%
Delivery Sub-Total 19.70 84.06 82.79 420.22% 75.89%
Other Charges (kwh) 288 0.0130 3.74 294 0.0130 3.82 0.08 2.10% 3.45%
Cost of Power Commodity (KWh) 288 0.0681 19.61 294 0.0681 20.03 0.41 2.10% 18.08%
Total Bill Before Taxes 40.41 105.49 65.08 161.05% 95.24%
GST 5.00% 2.02 5.00% 5.27 3.25 161.05% 4.76%
Total Bill 42.43 110.76 68.33 161.05% 100.00%
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Capital Structure

PSP’s current capital structure is 60% debt and 40% equity consistent with the Board report on
Cost of Capital and 2™ Generation Incentive Regulation for Ontario Electricity Distributors dated
December 20, 2006 (the “Cost of Capital Report”).

Return on Equity

PSP has assumed a return on equity of 9.85% consistent with the Cost of Capital Parameter
Updates for 2010 Cost of Service Applications issued by the OEB on February 24, 2010.

Capital Expenditures

PSP continues to develop, manage, and maintain its distribution system equipment in order to
provide a safe, reliable, and efficient distribution system in order to meet the demand of new
and existing customers in its service territory. The development of an asset management plan
will assist us with managing resources and will become a living document to our customers and
shareholder. PSP has a capital plan for the 2011 Test Year 2012, 2013 and 2014 that will
increase reliability, reinforce customer relations, and maintain safety for PSP’s customers as

well as staff. The following projects highlight just two of many of the significant projects forecast:

a) Replacement of MS1 and MS2

b) Pole Replacement Program — an annual program to replace all known
defective poles to increase reliability by installing a new pole to support
the conductors under high load conditions while improving on safety
conditions since the risk of an incident also has been reduced with the
new pole installation.

Operating and Maintenance Costs

PSP has updated operating and maintenance costs for the 2011 Test Year as shown in our
asset management plan. Our plan meets and includes maintenance and customer activity
needs which meet public and employee safety objectives, to comply with the Distribution
System Code. PSP strives to maintain distribution business service quality and reliability at

targeted performance levels.
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1 To ensure the most appropriate, cost effective solutions are put into place for the 2011 Test

2 Year PSP’s business planning and work prioritization are in line with the asset management
3 plan.



-

a B~ W N

10
11
12
13

14

15
16
17
18
19

20

21
22
23
24
25

Parry Sound Power Corporation
EB-2010-0140

Exhibit 1

Tab 2

Schedule 2

Page 1 of 1

Filed: October 15, 2010

BUDGET DIRECTIVES:

PSP compiles budget information for the three major components of the budgeting process:
revenue forecasts, OMA - operating, maintenance and administrative expense forecast along
with the capital budget needs. This budget information is compiled for both the 2010 Bridge
Year and the 2011 Test Year.

Revenue Forecast

PSP's energy sales and revenue forecast model was updated to reflect more recent information.
The model was then used to prepare the throughput volume and revenue forecast. Existing
rates for fiscal 2010 and 2011 were used to determine revenue at existing rates. The forecast is
weather normalized as outlined in Exhibit 3 and considers such factors as new customer
additions, customer class changes, and load profiles for all classes of customers. The energy
sales forecast reflects the impact of the recent Directive from the Ministry of Energy and

Infrastructure in regards to CDM targets.

Operating Maintenance and Administration (“OM&A”) Expense Forecast

The OM&A expenses for the 2010 Bridge Year and the 2011 Test Year are based on an in-
depth review of operating priorities and requirements. PSP’s asset management plan and
historical data combined with management’s knowledge of needs and experience resulted in
our OMA budget. Planned changes to our operating structure resulted in a thorough review of
each USoA item.

Capital Budget

Rodan Energy Solutions Inc. documented PSP’s capital needs with the assistance of senior
management. The capital forecast for 2010 bridge and 2011 test year relay on the plan to
ensure PSP captures the costs needed to provide resources to reach the objectives listed in the
plan.. The proposed capital projects are assessed within the framework of its capital budget

priority and are outlined in Exhibit 2, (Capital Expenditures by Project).
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1 CHANGES IN METHODOLOGY:

2 PSP is not requesting any changes in methodology in the current proceeding.
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1 Calculation of Revenue Deficiency:

2 Thetables below is the OEB Revenue Requirement Work Form in detail:
3
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»
e
X E\f Name of LDC: | Parry Sound Power
Lo File Number: | EB-2010-0140

N\l
Onlario Rate Year: | 2011 Version: 211

Table of Content

Sheet Name
A Data Input Sheet
1 Rate Base
2 Utility Income
3 Taxes/PILS
4 Capitalization/Cost of Capital
5 Revenue Sufficiency/Deficiency
6 Revenue Requirement
7A Bill Impacts -Residential
7B Bill Impacts - GS < 50 kW

Notes:

(1) Pale green cells represent inputs

(2) Pale yellow cells represent drop=down lists

(3) Please note that this model uses MACROS. Before starting, please ensure that macros have been

enabled.
(4) Completed versions of the Revenue Requirement Work Form are required to be filed in working Microsoft

Excel format.

Copyright

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



2

Notes:

(1)
(2)
(3

REVENUE REQUIREMENT WORK FORM

N
= Name of LDC: Parry Sound Power
? , f File Number:  EB-2010-0140
orm Oy Rate Year: 2011

\EmmP

Dnlario

Rate Base
Gross Fixed Assets (average)
Accumulated Depreciation (average)
Allowance for Working Capital:
Controllable Expenses
Cost of Power
Working Capital Rate (%)

Utility Income
Operating Revenues:
Distribution Revenue at Current Rates
Distribution Revenue at Proposed Rates
Other Revenue:
Specific Service Charges
Late Payment Charges
Other Distribution Revenue
Other Income and Deductions

Operating Expenses:
OM+A Expenses
Depreciation/Amortization
Property taxes
Capital taxes
Other expenses

Taxes/PILs

Taxable Income:
Adjustments required to arrive at taxable
income

Utility Income Taxes and Rates:
Income taxes (not grossed up)
Income taxes (grossed up)
Capital Taxes
Federal tax (%)
Provincial tax (%)

Income Tax Credits

Capitalization/Cost of Capital
Capital Structure:

Long-term debt Capitalization Ratio (%)
Short-term debt Capitalization Ratio (%)
Common Equity Capitalization Ratio (%)
Prefered Shares Capitalization Ratio (%)

Cost of Capital
Long-term debt Cost Rate (%)
Short-term debt Cost Rate (%)
Common Equity Cost Rate (%)
Prefered Shares Cost Rate (%)

Parry Sound Power Corporation
EB-2010-0140

Exhibit 1

Tab 2

Schedule 4

Page 3 of 11

Filed: October 15, 2010

Version: 2.11

Data Input

Initial

Application

$11,689,041
($7,192,964)

$1,795,417
$8,011,052
15.00%

$1,822,340
$2,613,957

$27,880
$15,433
$52,168

$5,505

$1,795,417
$389,525

$29,964

$40,422
$47,696

11.00%
4.25%

56.0%
4.0%
40.0%

100.0%

7.25%
2.07%
9.85%

®)

®

(6

(2

'
©*

* B

@ B

(@) Per Board
Decision

11,689,041 $11,689,041
7,192,964 ($7,192,964)

1,795,417 $1,795,417
8,011,052 $8,011,052
15.00% 15.00%

1,795,417 $1,795,417
389,525 $389,525

6

e

Data inputs are required on on this Sheet A. Data Input Sheet, and on Sheets 7A and 7B, for Bill IMpacts. Data on this input sheet complete sheets 1 through
6 (Rate Base through Revenue Requirement), except for Notes that the utility may wish to use to support the data. Notes should be put on the applicable pages
Allinputs are in dollars ($) except where inputs are individually identified as percentages (%)

4.0% unless an Applicant has proposed or been approved for another amount.

Net of addbacks and deductions to arrive at taxable income.
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H Version: 2.11
¢= Name of LDC: Parry Sound Power
X f File Number:  EB-2010-0140
o O s Rate Year: 2011
A oi: |
Onlario
Rate Base
Line Particulars Initial Per Board
No. Application Decision
1 Gross Fixed Assets (average) 3) $11,689,041 $- $11,689,041 $- $11,689,041
2 Accumulated Depreciation (average) (3) ($7,192,964) $- ($7,192,964) $- ($7,192,964)
3 Net Fixed Assets (average) 3) $4,496,076 $- $4,496,076 $- $4,496,076
4 Allowance for Working Capital (1) $1,470,970 $ - $1,470,970 $ - $1,470,970
5 _Total Rate Base $5,967,047 $- $5,967,047 $- $5,967,047
(@) Allowance for Working Capital - Derivation

6 |Controllable Expenses $1,795,417 $- $1,795,417 $- $1,795,417
7 |Cost of Power $8,011,052 $- $8,011,052 $- $8,011,052
8 |Working Capital Base $9,806,469 $- $9,806,469 $- $9,806,469
9 |Working Capital Rate % 2) 15.00% 0.00% 15.00% 0.00% 15.00%

10 [Working Capital Allowance $1,470,970 $- $1,470,970 $- $1,470,970

Notes
@
©)}

PO OOO~NO U~ WNEF

Generally 15%. Some distributors may have a unique rate due as a result of a lead-lag study.
Average of opening and closing balances for the year.
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ﬂ \/ .RE \' \ersion: 211
e
x / f FleNunber:  EB-2010-0140
ma © am Rate Year: 2011
N\l
Onlario
Utility income
Line : Initial Per Board
No. Pattioars Application Decision
Qperating Revenues:
1 Digribuion Reverwe (at 613957 (R2613%7) $- $- $-
Proposad Rates)
2 Gher Rene @ $100,986 ($1009%) $- $- $-
3 Taa Querating Revernues $,714943 (R,71499) $- $- $-
Qpereting Expenses:
4 QWA Bensss $1,7%417 $- $1, 76417 $- $1, 76417
5 Depreciaion/Anortization $33955 $- $383955 $- $38955
6 Property taxes $- $- $-
7 Cotd taes $- $- $- $- $-
8 Oher eparse $- $- $-
9 Siiod (ines48) 2190 $- 21 $- ©21834,90
10 Deared Interest Bxperse 247,208 (®47,208) $- $ $-
11 Toidl Byenses (ines 9to 10) 042145 ($247,208) R $- R
12 Uility income before incorme
taxes 82,78 ($2.467,740) (2184949 $- ($2,184949)
13 Incoe taxes (grossedup) $7,6%6 $- $47,6%6 $- $47,6%6
14 Uility net income 23612 ($2467,740 ($2232,633) $- ($2,232,633)
Notes
(1  |Cher Ravenues/ Revenue Offsets
Specific Senice Charges $27,80 $- $-
Late Payment Charges $15433 $- $-
Qher Digtribution Revenue 2,163 $- $-
Qther Inconre and Dedluctions $H56 $- $-
Totd Revenue Cffsats $1009%6 $- $- $- $-




g

File Number:
Rate Year: 2011
h[ oz | 4
Cnlaric
Line Particulars
No.

10

11
12
13

Notes
1 @

Determination of Taxable Income

Utility net income before taxes

Adjustments required to arrive at taxable utility
income

Taxable income

Calculation of Utility income Taxes

Income taxes
Capital taxes

Total taxes
Gross-up of Income Taxes
Grossed-up Income Taxes

PILs / tax Allowance (Grossed-up Income
taxes + Capital taxes)

Other tax Credits
Tax Rates
Federal tax (%)

Provincial tax (%)
Total tax rate (%)

Capital Taxes not applicable after July 1, 2010 (i.e. for 2011 and later test years)

REVENUE REQUIREMENT WORK FORM
Name of LDC: Parry Sound Power
EB-2010-0140

Parry Sound Power Corporation

EB-2010-0140

Exhibit 1
Tab 2
Schedule 4
Page 6 of 11

Filed: October 15, 2010

Taxes/PILs
Application
$235,102 $-
$29,964 $-
$265,065 $ -
$40,422 $40,422
$- (O $- (O
$40,422 $40,422
$7,274 $7,274
$47,696 $47,696
$47,696 $47,696
$- $-
11.00% 11.00%
4.25% 4.25%
15.25% 15.25%

\ersion: 2.11

Per Board
Decision

$-

$29,964

$29,964

$40,422

$40,422

$7,274

$47,696

$47,696

11.00%
4.25%

15.25%
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i r>) REVENUE REQUIREMENT WORK FORM Version: 2.11
= Name of LDC: Parry Sound Power
t f File Number: EB-2010-0140
[, T Rate Year: 2011
[ e |4
Onlario
Capitalization/Cost of Capital
Line . - . .
No Particulars Capitalization Ratio Cost Rate Return
| Initial Application
(%) ($) (%) (%)
Debt
1 Long-term Debt 56.00% $3,341,546 7.25% $242,262
2 Short-term Debt 4.00% $238,682 2.07% $4,941
3 Total Debt 60.00% $3,580,228 6.90% $247,203
Equity
4 Common Equity 40.00% $2,386,819 9.85% $235,102
5 Preferred Shares 0.00% $ - 0.00% $ -
6 Total Equity 40.00% $2,386,819 9.85% $235,102
7 Total 100.00% $5,967,047 8.08% $482,304
(%) ($) (%) (%)
Debt
1 Long-term Debt 0.00% $ - 0.00% $ -
2 Short-term Debt 0.00% $ 0.00% $ -
3 Total Debt 0.00% $ 0.00% $ -
Equity
4 Common Equity 0.00% $ - 0.00% $ -
5 Preferred Shares 0.00% $ 0.00% $ -
6 Total Equity 0.00% $ 0.00% $ -
7 Total 0.00% $5,967,047 0.00% $ -
| Per Board Decision |
(%) (%) (%) (%)
Debt
8 Long-term Debt 0.00% $ - 7.25% $ -
9 Short-term Debt 0.00% $ 2.07% $ -
10 Total Debt 0.00% $ 0.00% $ -
Equity
11 Common Equity 0.00% $ - 9.85% $ -
12 Preferred Shares 0.00% $ 0.00% $ -
13 Total Equity 0.00% $ 0.00% $ -
14 Total 0.00% $5,967,047 0.00% $ -
Notes

(1)

4.0% unless an Applicant has proposed or been approved for another amount.
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Version: 2.11

File Number:  EB-2010-0140
Rate Year: 2011
Onlario
Revenue Sufficiency/Deficiency
Initial Application Per Board Decision
particulars At Current At Proposed At Current At Proposed At Current At Proposed
Approved Rates Rates Approved Rates Rates Approved Rates Rates
Revenue Deficiency from Below $791,616 $367,994 $2,184,942
Distribution Revenue $1,822,340 $1,822,340 $1,822,340 $2,245,963 $- ($2,184,942)
Other Operating Revenue Offsets $100,986 $100,986 $- $- $- $-
- net
Total Revenue $1,923,326 $2,714,943 $1,822,340 $2,613,957 $- $ -
Operating Expenses $2,184,942 $2,184,942 $2,184,942 $2,184,942 $2,184,942 $2,184,942
Deemed Interest Expense $247,203 $247,203 $- $- $- $-
Total Cost and Expenses $2,432,145 $2,432,145 $2,184,942 $2,184,942 $2,184,942 $2,184,942
Utility Income Before Income ($508,819) $282,798 ($362,602) $429,015 ($2,184,942) ($2,184,942)
Taxes
Tax Adjustments to Accounting $29,964 $29,964 $29,964 $29,964 $- $-
Income per 2009 PILs
Taxable Income ($478,855) $312,762 ($332,638) $458,978 ($2,184,942) ($2,184,942)
Income Tax Rate 15.25% 15.25% 15.25% 15.25% 15.25% 15.25%
($73,025) $47,696 ($50,727) $69,994 ($333,204) ($333,204)

Income Tax on Taxable Income
Income Tax Credits $- $- $- $- $- $-
Utility Net Income ($435,793) $235,102 ($311,875) ($2,232,638) ($1,851,738) ($2,232,638)
Utility Rate Base $5,967,047 $5,967,047 $5,967,047 $5,967,047 $5,967,047 $5,967,047
Deemed Equity Portion of Rate $2,386,819 $2,386,819 $- $- $- $-
Base
Income/Equity Rate Base (%) -18.26% 9.85% 0.00% 0.00% 0.00% 0.00%
Target Return - Equity on Rate 9.85% 9.85% 0.00% 0.00% 0.00% 0.00%
Base
Sufficiency/Deficiency in Return -28.11% 0.00% 0.00% 0.00% 0.00% 0.00%
on Equity
Indicated Rate of Return -3.16% 8.08% -5.23% 0.00% -31.03% 0.00%
Requested Rate of Return on 8.08% 8.08% 0.00% 0.00% 0.00% 0.00%
Rate Base
Sufficiency/Deficiency in Rate -11.24% 0.00% -5.23% 0.00% -31.03% 0.00%
of Return
Target Return on Equity $235,102 $235,102 $- $- $- $-
Revenue Deficiency/(Sufficiency) $670,895 $- $311,875 $- $1,851,738 $-
Gross Revenue $791,616 (1) $367,994 (1) $2,184,942 (1)
Deficiency/(Sufficiency)

Notes:
(1)

Revenue Sufficiency/Deficiency divided by (1 - Tax Rate)
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/__”" REVENUE REQUIREMENT WORK FORM Version: 2.11
Name of LDC: Parry Sound Power
X f File Number:  EB-2010-0140
[ Rate Year: 2011
h| e |4
Onlario
Revenue Requirement
Line Particulars Application Per Board Decision
No
1 OM&A Expenses $1,795,417 $1,795,417 $1,795,417
2 Amortization/Depreciation $389,525 $389,525 $389,525
3 Property Taxes $-
4 Capital Taxes $- $- $-
5 Income Taxes (Grossed up) $47,696 $47,696 $47,696
6 Other Expenses $-
7 Return
Deemed Interest Expense $247,203 $- $ -
Return on Deemed Equity $235,102 $- $-

8 Distribution Revenue Requirement

before Revenues $2,714,943 $2,232,638 $2,232,638

9 Distribution revenue $2,613,957 $- $-
10 Other revenue $100,986 $- $-
11 Total revenue $2,714,943 $- $-

12 Difference (Total Revenue Less
Distribution Revenue
Requirement before Revenues) $- (1) ($2,232,638) (1) ($2,232,638) (1)

Notes
1) Line 11 - Line 8
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EV I REN "WORF \ersion: 2.11
I\Iarre of LDC Parry Somd Pomer
Hle Nunber:  EB-2010-0140
m m Rate Year: 2011
Onlario
Residential
Consunption Kwh
Current Board-Approved Proposed Impact
Rate Volume | Charge Rate Volume | Charge $ %
Charge Unit ® (6] (6] (6] Change | Change
1 Monthly Senice Charge nonthly $ 167900 s 1679|[$ 239700 1s$ 97| |$ 718] 4276%
2 Smart Meter Rate Adder nonthly $ 10000 1$ 100(|$ 17119 U$ 171||$ 071 7L19%
3 Senice Charge Rate Adder(s)  nmonthly s - 1% - $ -
4 Senice Charge Rete Rder(s)  nonthly s - 1s - $ -
5 Distribution Volunetric Rate per KWh $ 00134 800 $ 1072 |$ 00191 800/ $ 1528(|$ 456| 4254%
6 Low\/oltage Rate Adder per KWh $ 00010 80/ $ 08 |$ 00010 80 $ 08| (% - 0.00%
7 Voumetric Rate Adder(s) per KWh 80 $ - 80 $ - $ -
8 Voluretric Rate Ridex(s) per KWh 80 $ - 80 $ - $ -
9 Snart Meter Disposition Rder 80 $ - 8m $ - $ -
10 LRAM& SSMRate Rder per KWh 80 $ - $ 00010 800 $ 080||$ 08
11 Deferral/Variance Account per KWh 8w $ - $ 00102 80/ $ 816(|$ 816
Disposition Rete Rider
12 Qobal Adiustrent subaccount dis) per Kwh $ 00126 80| $ 1008 $ - -$ 10.08 |-100.00%
13 Rate Rder deferralivariance acco per KWh -$ 00074 800-$ 5% $ - $ 5.92-100.00%
14 $ - $ - $ -
15 $ - $ - $ -
16 Sub-Totd A- Distribution $ B47 $ 5072||$ 17.25| 5L55%
17 RTSR- Network per KWh $ 0004| 84683 $ 457||$ 0000| 84684 $ 436 |-$ 021 -45%
18 RISR-Lineand per KWh
Transformetion Connection 00047 | 84683 $ 398||$ 00040 864684 $ 343| [-$ 055| -13.79%
19 Sub-Tota B - Delivery $ 20m: $ 5852 [ $ 1650 | 30.25%
(including Sub-Total A)
20 Wholesale Market Senice per KWh $ 00052 84683 $ 440||$ 0002| 84684 $ 450(|$ 009 2.10%
Charge (WVEC)
21 Rural and Renote Rate per KWh $ 00013 84683 $ 110||$ O00013| 84684($ 112(|$ 002 2.10%
Protection (RRRP)
22 Special Purpose Charge per KWh $00003730 | 84688 $ 032 |$00003730| 84684 $ 032(|$ 001| 210%
23 Standard Supply Senice Charge nonthly $ 02500 11$ 05(|$ 0250 1$ 0X5(|$ - 0.00%
24 Debt Retirement Charge (DRC)  per KWh $ O00065| 84688/ $ 550||$ 00065| 84684 $ 562(|$ 012 210%
25 Energy per KWh 84688 $ - 864684 $ - $ -
26 $ - $ - $ -
27 $ - $ - $ -
28 Total Bill (before Taxes) $ 5360 $ 0B [$1673| 31L.2%
29 HST 13% $ 697 13% $ 914||$ 218 31.229%
30 Total Bill (including Sub-total $ 6057 $ 7948 (% 1891| 3L2%
B)
31 Loss Factor (%) Note 1 5.86% 8.09%
Notes:

Note 1: Enter existing and proposed total loss factor (Secondary Metered Customer < 5,000 KW) as a percentage.
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B ¥ REVENUE REQUIREMENT WORK FORM Version: 211
(= Nae of LDC;  Parry Sound Power
? A f File Number:  EB-2010-0140
mm ©am  Rate Year: 2011
A s 4
Onlario
General Service <50 kW
Oonsurrption Kwh
Current Board-Approved Proposed Impact
Rate Volume | Charge Rate Volume | Charge $ %
Charge Unit (6] % ® (6] Change | Change
1 Monthly Senice Charge northly $ 252900 1% 2520|($ 36.0100 11$ 3601||$ 1072 423%%
2 Smart Meter Rate Adder nonthly $ 1.0000 11$ 100(|% 17119 U$ 171 |$ 071 7L19%
3 Senice Charge Rate Adder(s) s - s - $ -
4 Senice Charge Rate Rider(s) 1% - s - $ -
5 Distribution Volumetric Rate per KWh $ 0.0104 20000 $ 2080| [ $ 0.0148 20000 $ 2060||$ 880 | 4231%
6 Low\oltage Rate Adder per KWh $ 0.0007 20000$ 140|($ 0.0007 20000$ 140(|$ - 0.00%|
7 Volumetric Rate Adder(s) 2000 $ - 2000 $ - $ -
8 Volumetric Rate Rider(s) 20000 % - 20000 $ - $ -
9 Smart Meter Disposition Rider 2000 $ - 2000 $ - $ -
10 LRAM& SSMRider 2000 $ - $ 0.0006 20000$ 120(($ 120
11 Deferral/Variance Account 20000 % - $ 0.0100 20000 $ 20.00| | $ 20.00
Disposition Rete Rider
12 Gobal Adiustment subaccount dis) per KWh $ 0.0126 2000 $ 2520 $ - -$ 25.20 |-100.00%
13 Rate Rider deferralivariance acca per KWh -$ 0.0074 2000-$ 14.80 $ - $ 14.80 |-100.00%|
14 $ - $ - $ -
15 $ - $ - $ -
16 Sub-Total A- Distribution $ 5389 $ 89.92|[$ 31L03| 526%%
17 RTSR- Network per KWh $ 00049 | 2117.2|$ 1037 || $ 00046 | 2161.71{ $ 990 | |-$ 048 | -4.59%
18 RTSR- Lineand per KWh $ 00043 | 2117.2|$ 910|($ 00036 | 2161711 $ 7.85| |- 126| -13.79%
Transformetion Connection
19 Sub-Total B - Delivery $ 7837 $10767| | $ 2030 | 37.3%
(including Sub-Total A)
20 Wholesale Market Senvice per KWh $ ooos2| 2m72ls 1o01||$ 00052 | 216171 $ 11.24| [ $ 023| 2109
Charge (WMSC)
21 Rural and Renote Rate per KWh $ 00013 | 2117.2|$ 275|($ 00013 | 2161.71|$ 281||$ 006 2.10%
Protection (RRRP)
22 Special Purpose Charge $ 00003730| 2117.2|$ 079||$ 00003730 | 2161.71{$ 08L||$ 002 2.10%)
23 Standard Supply Senice Charge northly $ 02500 s 0x5||$ 0.2500 1$ 0x||$ - 0.00%
24 Debt Retiremment Charge (DRC) $ 00065 | 2117.2|$ 1376| | $ 00065 | 2161.71| $ 1405||$ 029 2.10%
25 Energy 21172 $ - 2161714 $ - $ -
26 $ - $ - $ -
27 $ - $ - $ -
28 Totdl Bill (before Taxes) $ 106.93 $ 13683 [ $ 2090 | 27.96%
29 HST 13%) $ 1390 13% $ 17.79||$ 389 | 27.96%
30 Totd Bill (including Sub-total $ 120.83 $1461|[$ B78| 27.95%
B)
31 Loss Factor Note 1
Notes:

Note 1: See Note 1 from Sheet 1A Bill Inpacts - Residential
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CAUSES OF REVENUE DEFICIENCY:

PSP’s revenue deficiency is calculated as $ 791,616 . Parry Sound Power Corporation’s calculation of its

2011 revenue deficiency is provided above

The revenue deficiency is primarily the result of:

» restructuring as a result of the denial of PSP’s application for exemption to the ARC,
» increase in maintenance activity as outlined in PSP’s asset management plan,
» addition of staff to accomplish alignment and regulatory activities.

» projected increases in OM&A costs including depreciation expense for the 2011 Test Year as discussed in
further detail in Exhibit 4.

» projected increases in investments in gross assets as outlined in our asset management plan

> increase in ratebase on which the rate of return is based as discussed further in Exhibit 2.
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FINANCIAL STATEMENTS - 2006, 2007, 2008 and 2009:

PSP’s Audited Financial Statements accompany this Schedule as Appendix D.
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APPENDIX D
COPY OF AUDITED FINANCIAL STATEMENTS FOR 2006, 2007, 2008 & 2009
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CuLL, GorpoN, GINGRICH & Harris  (Chartered Accountants

7 WiLLAM STREET, * PARRY Sounp
PARRY SOUND, ONTARIO Donato T.J. CuLL, G.A.
P2A 1V2 STePHEN L. GINGRICH, C.A., CFP

Branpy L. HaARRIS, C.A.

TeLerHONE: (705) 746-5828

- Fax: (705) 746-9693
E-MaIL: cgg@vianet.on.ca

* BRACEBRIDGE
F. GLENN GORDON, C.A.

Auditors' Report

To the Shareholder of
Parry Sound Power Corporation

We have audited the balance sheet of Parry Sound Power Corporation as at December 31, 2006
and the statements of operations and retained earnings and cash flows for the year then ended.
These financial statements are the responsibility of the company's management. Our responsibility
is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonabie assurance whether the
financial statements are free of material misstatement. An audit inciudes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial
position of the company as at December 31, 2006 and the results of its operations and its cash
flows for the year then ended in accordance with the accounting principles prescribed by the

Ontario Energy Board.
- -~ -
Culd, onatin “Nawee
l '

Parry Sound, Ontario Chartered Accountants
April 4, 2007
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Parry Sound Power Corporation
Balance Sheet

December 31 2006 2005
Assets
Current
Cash $ 3,491,293 $ 2,665522
Accounts receivable (Note 2) 1,715,004 1,402,091
Inventories 117,263 114,960
Prepaid expenses 25,018 25,247
Unbilled revenue 484,521 452 999
5,833,099 4,660,819
Capital assets (Note 4) _ 4,141,205 4,384,862
Other Assets
Incorporation/organization costs (Note 5) 242,938 291,526
Regulatory assets (Note 3) - -
Long term investments (Note 6) 100 -

$ 10,217,342 $ 9,337,207

Liabilities and Shareholder's Equity

Current

Accounts payable (Note 7) $ 2,185,566 $ 1,687,405
Other current liabilities 244,465 211,952
Due to related parties (Note 9) - 9,063
- Current portion of custorner deposits 158,943 140,388

Due to Town of Parry Sound
- Sewage and water billings 516,928 517,332
3,105,902 2,566,140
Long-term portion of customer deposits ' 128,229 95,809
Promissory Note - Town of Parry Sound (Note 10) 2,433,728 2,433,728
Regulatory liabilities (Note 3) 283,388 178,919

5,951,247 5,274,596

Contingencies {Note 12}

Shareholder's equity

Miscellaneous paid in capital 1,332,900 1,332,900
Share capital (Note 11) 2,433,727 2,433,727
Retained earnings 499,468 295,984

4,266,095 4,062,611

$ 10,217,342 $ 9,337,207

The accompanying summary of significant accounting policies and notes are an integral pari of these financial statements.
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Parry Sound Power Corporation
Statement of Operations and Retained Earnings

For the year ended December 31 2006 2005
Revenue (effective with May 1, 2002 market opening)
Distribution revenue - fixed customer charges $ 790,967 $ 776,169
Distribution revenue - variable charges 1,027,791 1,019,272
1,818,758 1,795,441
Recovery of regulatory assets {109,977) (197,947)

1,708,781 1,597,494

Other operating revenue (expense)

Late payment charges ' 14,360 13,468
interest eamed 132,665 43,087
Regulatory assets interest (16,175) (76,036)
Pole rentals 36,439 27,655
Change of occupancy charges 19,697 11,659
Miscellaneous income 6,871 3,187
193,857 23,020

1,902,638 1,620,514

Operations, maintenance and administration expense

Distribution - Operations {(Note 9) 51,120 78,638
Distribution - Maintenance 213,937 239,154
Billing and collecting 375,543 312,457
Community expense 30,656 24,803
Other administration & general 376,570 354,721
Interest on long-term debt 176,444 176,444
PILS - payment in lieu of capital tax (Note 1) - 2,923
Amortization of capital assets 331,496 332,359

Amortization of organization costs : 48,588 48,588
Non-utility write down of transition costs - 7,168

1,604,354 1,677,255

Income before PILS 298,284 43,259
PILS - Payment in lieu of income tax (Note 1) 94,800 29,722
Net income for the year . 203,484 13,537
Retained earnings, beginning of year 295,984 282,447
Retained earnings, end of year $ 499,468 $ 295,984

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
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Parry Sound Power Corporation
Statement of Cash Flows

For the year ended December 31 2006 2005

Cash provided by {used in)

Operating activities
Net income for the year $ 203,484 $ 13,537
Adjustments required to reconcile net income with net cash
provided by operating activities

Amortization of capital assets 331,496 332,359
Amortization of organization costs 48,588 48,588
Changes in non-cash working capital balances

Accounts receivable (312,913} 200,664
Inventories (2,303) 3,184
Prepaid expenses 229 (5,257)
Unbilled revenue {31,522) (129,535)
Accounts payable 498,161 731,603

Due from / to related parties (9,063) 655

Other current liabilities 32,513 12,162

Due to Town of Parry Sound {404) 25,487

758,266 1,233,447

Investing acfivities
Purchase of capital assets {(87,839) {123,075)
Regulatory assets / liabilities 104,469 560,642
Investment in 1713637 Ontario Inc. ) {100) -
16,530 437,567
Financing activities

Increase in customer deposits 50,975 41,751
50,975 41,751

Increase in cash during the year 825,771 1,712,765
Cash, beginning of year 2,665,522 952,757
Cash, end of year $ 3,491,293 $ 2665522

The accompanying summary of significant accounting policies and nctes are an infegral part of these financial statements,
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December 31, 2006

Parry Sound Power Corporation
Summary of Significant Accounting Policies

General

Financial Instruments

Inventories

Regulatory Assets

These financial statements have been prepared in accordance
with accounting policies for Municipal Electrical Utilities in
Ontario as required by the Ontario Energy Board under the
authority of the Ontario Energy Board Act, 1998, and reflect the
following policies as set forth in the Ontario Energy Board
Accounting Procedures Manual.

The company's financial instruments consist of cash, accounts
receivable, unbilled revenue, accounts payable and accrued
liabilities, customer deposits, long-term debt, amounts due to
(from) related parties and a promissory note payable. Unless
otherwise noted, it is management's opinion that the company
is not exposed to significant interest, currency or credit risks
arising from its financial instruments. The fair value of these
financial instruments approximate thier carrying values, uniess
otherwise noted.

Inventory consists of repairs parts, supplies and materials
valued at the lower of cost and replacement cost.

The corporation is required fo bill customers for various
charges including the cost of power, wholesale market charges,
transmission charges on behalf of third parties and other costs
as directed by the Ontario Energy Board. In turn. the
corporation must pay for these iterns. The difference between
what is billed to customers versus what is paid is carried on the
balance sheet as a regulatory asset (liability).
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December 31, 2006

Parry Sound Power Corporation
Summary of Significant Accounting Policies

Capital Assets

Service Revenue

Use of Estimates

Capital assets are stated at cost less accumulated
amortization. Cost for capital assets installed by the
Corporation include material, labour and overhead.
Amortization of the assets, and the related Contributions and
Grants in aid of Capital, is provided as follows:

Distribution station equipment - Straight line basis over 30 years
All other plant and equipment - Straight line basis over 25 years

The amortization lifetime includes the years the assets were
owned by the former Utility

Service revenue is recorded on the basis of regular meter
readings and estimates of customer usage since the last meter
reading date to the end of the year,

Since precise determination of many assets and liabilities is
dependent upon future events, the preparation of periodic
financial statements in accordance with generally accepted
accounting principles necessarily involves the use of estimates
and approximations. These have been made using careful
judgments.
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2006

1. . The QOrganization

Parry Sound Hydro Corporation was incorporated under the Ontario Business Corporations Act
on October 31, 2000. Pursuant o section 142 of the Electricity Act, 1998 and in accordance
with By-Law 2000-4303 of the Corporation of the Town of Parry Sound, all of the assets,
liabilities, employees, rights and obligations of the Parry Sound Public Electric Ulility
Commission were transferred to Parry Sound Power Corporation, Parry Sound Powergen
Corporation and Parry Sound Energy Services Corporation, all wholly owned subsidiaries of
Parry Sound Hydro Corporation, and to Parry Sound Hydre Corporation, which is wholly owned
by the Corporation of the Town of Parry Sound. These corporations will continue the
transmission, distribution, generation and retailing of electricity and the associated business
activities of the former Parry Sound Public Electric Utility Commission.

In accordance with various regulations of the Province of Ontario, Parry Sound Power
Corporation became a taxable entity on October 1, 2001. As at that date, the corporation was
responsible for making payments in lieu of taxes, equivalent to federal and provincial income
and capital taxes, to the Ontario Electricity Financial Corporation, to pay down the residual debt
of the former Ontario Hdyro.

2. Accounts Receivable

2006 2005
Consumers $ 1,729,921 $ 1,437,091
Goods and service tax receivable 20,083 -
Allowance for doubtful accounts __{35,000) (35,000)

$ 1,715004 $ 1,402,091
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December 31, 2006

- Parry Sound Power Corporation

Notes to Financial Statements

3.

Regulatory assets / liabilities

2006 2005
PILS variance account $ 900,470 $ 750,393
Interest 13,786 14,017
Recovery of PILS through distribution revenue (840,789) (700,846)
True up {80,067) (76,095)
(6,600) (12,531)
PILS contra account (6,600) (12,531)
$ - 3 -
Conservation and demand side management $  (150,212) § (137,382)
CDM - Tranche recovery 150,212 137,382
-3 -
Pre-market opening energy variance $ - 3 121,730
Interest - 32,411
- $ 154,141
Qualifying transition costs $ - $ 71,684
interest @ 7.25% - 19,003
Transition cost reduction - (7.168)
Recovery of qualifying transition costs - (16,034)
-3 67,485
Retail settlement variance accounts - pg 77 (509,334) {109,045)
Ontario Energy Board Costs 12,701 12,469
Low Voltage Variance 32,166 -
Smart Meter Recovery (5.,156) -
Other 994 16,679
Recovery of Regulatory assets 185,241 (320,648)

$ (283,388) § (178,919
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2006

3.

Regulatory assets / liabilities continued...

PILS variance account

The company is entitled to receive the full value of the regulatory PILS {payments in lieu of
income and capital taxes) embedded in rates approved by the Ontario Energy Board. The
regulatory PILS are accrued and recorded on an equal monthly basis. The portion of
distribution revenue collected which is related to PILS is recorded as a recovery against the
variance account. Interest of 4.15% per annum is accrued on the previous months variance
account balance.

Conservation and demand side management

This account relates to conservation and demand side management activities under process
by Parry Sound Power. Included in the dollar value is the allowable recovery from the
distribution rates. The total recovery was collected over a one year period.

Pre-market opening energy variance

This account relates to the difference between the cost of power purchased for non-time of
use customers and the deemed cost of power revenue fram non-time of use customers for the
period January 1, 2001 to April 30, 2002, The amounts were recovered in 2006 in accordance
with direction from the Ontarioc Energy Board.

Qualifying transition costs

Qualifying transition costs include fees and expenses that meet the quaiifying criteria
established in the Electric Distribution Rate Handbook. The portion of distribution revenue
collected which is related to qualifying transition costs is recorded as a recovery against the
variance account. interest of 7.25% is accrued on the previous months balance and is
recorded in the current income statement. The amounts were recovered in 2006 in
accordance with direction from the Ontario Energy Board.

Retail settlement variance accounts

The retail settlement variance accounts record the difference between the amounts billed to
customers for energy costs, wholesale market service charges, network and connection
charges, transmission charges and the amounts paid by the utility in respect of these items.
These variances will be disposed of in accordance with direction from the Ontario Energy
Board.

10
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December 31, 2006

Parry Sound Power Corporation
Notes to Financial Statements

3.

Regulatory assets / liabilities continued...

Retail settlement variance accounts

2006 2005

Revenue - supply of power and regulatory charges

Power

Wholesale market service charge
Network service charge
Connection service charge

$ 5253960 $ 5,464,856

577,498 587,946
468,634 523,517
380,538 434,424

6,690,630 7,010,743

Expense - supply of power and regulatory charges

Power Purchased

- Independent Electricity Market Operator and

Hydro One Networks Inc. (net of RPPP*) 4,702,155 4,776,673

- Parry Sound Powergen Corporation (Note 8) 308,694 306,563

Wholesale market service charge 344,521 640,236

Network service charge 625,541 364,251

Connection service charge 307,656 541,691

One time 1,774 4,799

6,290,341 6,634,213

Current year retail settlement variance 400,289 376,530
Prior years cumulative total 109,045 (267,485)

Retail settlement variance accounts

* RPPP - Regulated price protection plan

b 509,334 § 109,046

1
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2006

4. Capital Assets

2006 2005
Accumulated Net Book Net Book
Cost Amortization Value Value
Land $ 74,305 $ - % 74,305 § 74,305
Land rights 35,048 34,608 440 460
Work in progress 12,320 - 12,320 40,345
Distribution station equipment 1,600,520 959,092 641,428 674,818
Poles, towers & fixtures 1,493,586 894,467 599,119 625,282
Overhead conductors &
devices 2,172,656 1,317,261 855,395 905,851
Underground conduit 591,997 263,489 328,508 327,132
Underground conductors &
devices 754,264 336,542 © 47,722 418,574
Line transformers 2,076,319 1,228,547 847,772 869,727
Services 1,240,644 723,410 517,234 545,686
Meters 479,713 298,807 180,906 181,041
10,531,372 6,056,223 4,475,149 4,663,321
Less: Contributions & grants (401,903) {67,959) (333,944) (278,459)

$ 10,129,469 $ 5,983,264 $ 4,141,205 $ 4.384,862

5.  Other Assets

Incorporation/Organization costs include fees and expenses relating to the incorporation and
organization of the corporation on November 1, 2000. Further costs are also reported by the
parent and sister corporations for their share of such costs. These costs are amortized over
the next 10 years (straight-line).

12
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2006

6. Long Term Investments
Utility Collaborative Services Inc.
Parry Sound Power Corporation owns a 25% interest in Utility Collaborative Services Inc.
(UCS). The investment is recorded at cost of $100.00. UCS provides standards based utility
‘back office services through stable group licencing models.
Cornerstone Hvdro Electric Concepts inc.
Parry Sound Power owns 1 common share of Cornerstone Hydro Electric Concepts Inc.
(CHEC). The 6.25% interest is recorded using the cost method of $NIL.
7. Accounts Payable
2006 2005
Independent Electricity Service Operator ** $ 1,197,426 $§ 1,197,426
Independent Electricity Service Operator - December bill 585,136 -
Hydro One Networks Inc. 153,263 145,620
Hydro One Networks Inc. - Regulatory asset low voltage charge 67,289 93,346
Goods and service tax payable - 36,893
Ontario price credit rebate 2,385 93,651
Other 180,057 120,969
$ 2185566 $ 1,687.405
As explained in Note 9, all operations, maintenance and administration costs are paid for by
Parry Sound Energy Services and are included in the amount due to this sister corporation.
** This amount is subject to final approval by the Ontario Electric Finance Corporation based
on the 2005 reconciliation submitted. The 2006 reconcitiation has not been completed as the
OEFC has not approved the 2005 reconciliaion process and has not determined the
procedures to be followed by the utilites,
8. Fixed Price vs Market Price

Small volume customers are charged a fixed rate per kwh for the cost of power. The

- corporation must pay market price for the power it purchases, but receives an adjustment from

the IESO for the differerice between this fixed rate and the market rate. As the customers are
hilled for their usage this liability is reduced. "

13
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2006

9. Related Party Transactions
At the end of the year, the amounts due from (to) related parties are as follows:

2006 2005

Parry Sound Energy Services Corporation $ - $ {(9,063)

Parry Sound Powergen Corporation, a sister company of Parry Sound Power Corporation is
responsible for those activities relating to the generation of power. Until Market Opening, Parry
Sound Powergen Corpaoration charged Parry Sound Power Corporation for power equal to
actual operating costs only, with no mark-ups. At market opening, Parry Sound Powergen
Corporation charged Parry Sound Power Corporation the actual spot market price for all
energy delivered to Parry Sound Power Corporation.

Included in trade accounts receivable and payables are intercompany balances of $NIL (2005 -
$2,251) and $148,967 (2005 - $91,068), respectively. These are current receivables and
payables arising in the normal course of operations.

Parry Sound Energy Services Corporation (PSES), a sister company of Parry Sound Power
Corporation, employs all staff from the former Parry Sound Electric Utility Commission and
provides services to its parent and sister corporations. PSES charges operations labour to
these corporations at cost (including overhead) plus mark up. Trucks are charged out at
market rates. PSES records certain administrative salaries and expenses for all four
companies and aliocates these costs to each company based on an estimated share of costs.

All administration costs related to Parry Sound Hydro Corporation, the parent company, are
then charged to Parry Sound Energy Services which in turn bills the other two sister
companies for their share of all expenses.

10. Promissory Note

In connection with the reorganization of the former Parry Sound Electric Public Utility and By-
Law 2000-4303, the purchase price of assets transferred to the four new corporations
consisted of the issuance of common shares in each corporation and unsecured promissory
notes to the Town of Parry Sound.

Commencing January 1, 2002, the interest on the promissory note is 7.25% on the outstanding
principal, payable quarterly. The Corporation has the option of repaying the principal amount
at any time.
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2006

11.

Share Capital

Authorized:
Unlimited number of cornmon shares

Issued:
2006 2005

2,433,727  Common shares $ 2,433,727 $ 2433727

12

Contingencies

A class action claiming $500 miliion in restitutionary payments pius interest was served on
Toronto Hydro on November 18, 1998. The action was initiated against Toronte Hydro Electric
Commission as the representative of the Defendant Class consisting of all municipal electric
utilities in Ontario which have charged Late Payment charges on overdue utility bills at any
time after April 1, 1981.

The claim is that late payment penalties result in the municipal electric utilities receiving
interest at effective rates in excess of 60% per year, which is illegal under Section 347(1}(b) of
the Criminal Code.

The Municipal Electric Association is undertaking the defense of this class action. At this time
it is not possible to quantify the effect, if any, on the financial statements of the Power
Corporation.
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Auditors' Report

To the Shareholder of
Parry Sound Pewer Corporation

Wa have audited the balance sheet of Parry Sound Power Corporation a8 at December 31, 2007
and the statements of operations and retained earnings and cash fows for the year then ended.
These financizl statements are the responsibiity of the company's management. Our respansibility
Is o exprass an opinion on thess financizl stalements based on our audit.

W conducted our eudit in aecordance with Canadian generally sccepted auditing standards. Those
standards require that we plan and perform an audit o oblain reasonable assurance whether the
financial statements are free of material mizstatement, An audit includes examining, on a test hasis,
avidence supporting the amounts and disclosures in the financial statements. An audil also
includes assessing the accourting principles tsed and significant estimates made by management,
as well a3 evaluating the overall financial statement presentation.

In eur opinian, these financial statements present fairly, in all material respects, the financial
posgition of the company as at Decamber 31, 2007 and the results of its operafions and iis cash
flows for the yaar then ended in accordance with the accounting principles prescribed by the
Ontario Energy Board.

Cold b, il > Hrone

Perry Sound, Cntaric Chartered Accountants, Licensed Public Accountanls
March 19, 2008
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Parry Sound Power Corporation
Balance Sheet

December 31 2007 2006
Asseots
Current
Cash $ 1,007,780 5 3491203
Shorl-lerm invesiments {MNole 2) 1,800,599 -
Accounts receivable (Mate 3) 1,825,712 1,715,004
Inventaries 111,587 117,263
Prapaid expenses 34,308 25018
Unbiled revenus 355,407 484,521
5,135,693 5,833,000
Capital assets (Note 5) 3,956,872 4,141,205
Other Assets
Incorparationdorganization costs (Mote G) 194,351 242,038
Lang term investments (Maota 7) 100 1060

£ 8280016 5 10,217,342

Liabilities and Shareholder's Equity

Current
Accounis payable (Nate 8) 3 920,696 % 2185566
Other current liabilities 234,195 244 455
Current partien of customer deposits 162,581 156,943

Dua ta Town of Parmy Sound

- Sewage and water billings G0E,493 a16,928
1,823 965 2,105,902
Long-term portion of custemer deposits 128,229 128,229
Promissory Note - Town of Parry Sound (Mot 11) 2,433,728 2433728
Regulatory liabilities (Note 4) 300,641 283,388

4,786,563 5,851,247

Contingencies (Note 13}

Shareholder's eguity
Miscallansous paid in capital 1,332,800 1,332,800
Share capital {Note 12) 2,433,727 2433727
Retained samings 735,826 489,468

4,502,453 4,265,005

§ 9288016 §F 10217342

Thiz apcorspanying summany of sinticant accounting pofcies ead noles sne an inlegral perd of these frandal siiements,
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Parry Sound Power Corporation
Statement of Operations and Retained Earnings

For the year ended December 31

2007 2006

Revenue (effective with May 1, 2002 market apening)
Distribution revenue - fixed customer charges
Digtribution revenue - varnalie chargas

Recovery of regulstory assets

Other operating revenue (expensea)
Late payment chargas
Interesi earned
Regulatory assets interest
Pale rentals
Change of cocupancy charges
Mizcellaneous income

Operations, maintenance and administration expense
Diglribution - Operations (Mote 10)
Distribution - Maintenance
Billing and colletling
Community expense
Other administration & general
Interest on long-lerm dabt
Amortization of capital assels
Amorlization of organization costs

Income before PILS
PILS - Payment in lieu of income tax (Mota 1)
Met income for the year

Retained earmings, baginning of vear
Retained earnings, end of year

§  TO0443 5§ TOOBET
962,220 1,027,131

1,752,683 1,818,758
33,207 (108977}

1,785,960 1,708,781

16,906 14,360
163,027 132 BEG
17,204 [16,175)
36,541 36,438
27,504 18,687
528 6,671
261,710 193,857

2,047,670 1,202 638

63,180 51,120
266,047 213,937
334,602 ars,.543

89,801 30,656
361,840 376,570
176,444 176,444
332,645 331,498

48,588 48,588

1,673,157 1,604,354

374,513 298 284
136,155 94,800
236,358 203,484
459 468 285 984

5  T35B2E § 490453

The aczormpanying summary of onilcin acoounting polckss asd relss ane-an intsqral pan of hese francial sabaments.
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Parry Sound Power Corporation
Statement of Cash Flows

For the year ended December 51 o7 2006

Cash provided by {used in)

Operating activities

et income for the year ] 236,358 5 203,484
Adjustments required to recancile nel incorne with net cash
provided by aperating activities
Amarizaton of capital azsels 332,645 331,496
Amarization of organization costs 48,588 48,568
Changes in non-cash working capital balances
Accounis receivable (110,708} {312,813)
Inveniories 5,676 {2,303)
Prepaid expenses {9,290} 225
Unbilled revenus 129,114 - {31,522)
Aooounts payable (1,264,870} 488 181
Due fram { to related parties - (9.063)
Other current liabifities < {10,270) 32,513
Due to Town of Parmy Sound 89,565 (404}
{553,182) Tog.268
Investing activities
Purchasa of capital sssats (150,313) (B7.839)
Regulatony assets [ lizbiliies 17,253 1044 452
Investment in 1713637 Onlario Inc. - (1009
(133,060} 16,530
Financing activities
Imerease m customer deposis 3,638 50,975
Increase (docreasa) in cash during the year {682,614) a2s,y"
Cash, beginning of year 3,491,293 2 665,522
Cash, end of year § 2B0BETI 5 3491203
Cash consists of:
Cash $ 1,007,780 § 3491293
Short-term Investments 1,800,869 -
$ 2808675 § 3491263

T sccumrprarying summery of signifizant aocounting podcies and nolss ane &n lsgral padt of hess firancal stanments,
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December 31, 2007

Parry Sound Power Corporation
Summary of Significant Accounting Policies

General

Financial Instruments

Temporary Investments

Inventories

Regulatory Assels

These financial statements have been prepared in accordance
with sccounting policies for Municipal Electrical Ullifes in
Cmntario a8 required by the Ontario Energy Bogrd under the
authority of the Ontario Energy Board Acl, 1983, and raflect the
follewing policies &5 set forth in the Ontarie Energy Board
Accounting Procedures Manual,

The company's fmancial instrurments consist of cash, accounis
receivable, unbiled revenuve, accounts payable and accrued
liabilities, customer deposits, long-term debt, amounts due 1o
ifrom) refaled parbes and a promissory note payeble. Unless
ctherwise noted, |t is management's opinion that the company
i5 not exposed to significant interest, cumency or credit riske
arising from ils financial instruments. The fair value of these
financial insfruments appraximate thier camyng values, unless
otherwize nolad.

Temporary investments are stated at the lower of cost and
markel value.

Inventory consists of repairs parls, supplies and materials
valued et the lower of cost and replacement cost.

The corporation |5 required fo bill custormers for various
charges including the cost of power, wholesale market charges,
tremzmigsion charges on behall of third parties and other costs
as dirgcled by the Cntario Energy Board,  In wm the
carporation must pay for these items. The differance batween
what is billed to customers versus what Is paid & carred on the
batance sheet as a regulatory asset (Hability).
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Parry Sound Power Corporation
Summary of Significant Accounting Policies

December 31, 2007

Capital Assets Capital assels are stated af cost less  accumulated
amortization. Cost for capital assets installed by the
Corporatien  Inclsde  matacial, labowr and  owverhead,
Amortization of the assels, and the related Contributions and
Granis in aid of Capdal, is provided as follows:

Distribution station equipment - Stralght line basis over 30 years
All other plant and equipment - Straight line basis over 25 years

The amorlization lifetime includas the years fhe assets wene
owned by the former Lty

Service Revenue Service revenue i recorded on the basis of regular meter
readings and estimates of customer usage since e last metar
reading date to the end of the year.

Use of Estimates Since precise determination of many assets and fiabilities is
deperdent upon future evenis, the preparation of periodic
firancial statements in accordance with generally accepied
accounting principles necessarily imvolves the use of eslimates
end appraximations. These have been made using careful
judgmernits.
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2007

1.  The Organization

Farry Sound Hydro Corporation was incorporated under the Cniario Business Corporstians Act
on COclober 31, 2000. Pursuant to section 142 of the Eleciricity Act, 1998 and in accardance
with By-Law 2000-4303 of the Corporation of the Town of Parry Sound, all of the assets,
liabilifies, employees, rights and obligafions of the Pamy Sound Public Ebectic LHility
Commission were transfermed to Parry Sound Power Corporation, Parry Sound Powergen
Coeporation and Parry Sound Energy Services Corporation, all wholly owned subsidianes of
Parry Sound Hydro Corporation, and ta Parry Sound Hydro Corporafion, which is wholly owned
by the Corporation of the Town of Parry Sound. These corporations will cootinue the
fransmission, distribution, generation and retailing of electricity and the associated business
activities of the farmer Parry Sound Public Electric Uy Commission.

In accordance wilh various regulstions of the Provinge of Cntarlo, Pamy Sound Power
Corporation became a faxable entity an October 1, 2004, As af that date, the corporation was
respansible far making peyments in lieu of taxes, equivalent to federal and provingial income
and capital taxes, 1o the Ontario Electricity Financlal Corporation, to pay down the residusl debt
of the former Ontaric Hdyro.

2. Short-term Investments

2007 2006
Bankers Acceptance - at cost on December 21, 2007
- TD Bark - 4.35%, mallras January 23, 32008 $ S00456 § -
- TD Bank - 4.43%, matures February 19, 2003 S00.443 -
4§ 1,800,833 % -
3.  Accounts Receivable
2007 2006
Consumers $ 1,774,389 % 1720921
Goods and service tax receivable 86,343 20,083
Allowanee for doubtful accounts {35,000} (35,0004

5 1,825712 5 1.715.004
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Parry Sound Power Corporation
Notes to Financial Statements

Decermnber 31, 2007

&,

Regulatory assets [ liabilities

2007 2006

PILS variance account £ 833804 g and 470
Interest 12,257 13,786

Recovery of PILS through distribution ravenus (TEE,492) (840,789

Tru ug {B0,067) (80,067}

{498) (6,500}

FILS contra account {498} {6,600}
% - % =

Consarvation and demand side management & (56,342) F (150,213
C0OM - Tranche recovery 56,342 150,212
- 5 -

RCVA STR % 142 b1 -
Interest (21) =
121§ -

Retad settiement variance acoounts - pg 17 {556,100) (509,334)
Ontario Energy Board Costs 18,479 12,701
Low Vollage Variance ’ 158,662 32,186

Smart Meter Recovery (14,985} (5,156)
Cther 1,033 934
Recovery of Regulatory assets 92,149 185,241

$ ([300.641) F (283.388)

PILS variance account

The company is entitied fo recaive the full value of the reguiatory PILS (paymenls in lieu of
income and capial taxes) embedded-in rates approved by the Ontardo Energy Board. The
regulatory PILS are accrued and recorded on an equal monthly basis. The portion of
distribution revanue collected which i3 related to PILS is recorded as a recovery against the
variance agcount, Interest of 4.15% per ennum is accrued on the previous months variance
account belanca.
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2007

4.  Regulatory assets [ liabillties continued...

Congervation and demand side management

This account relates to conservation and demand side management activities under process
by Pary Sound Power. Included in the dollar value is the allowable recowery from the
distribution rates. The tolal recovery was collected over a one year period.

Retail settlement variance accounts

The retail setlement varance aceounls record the difference between the ameunts billed 1o
cusiomers for energy costs, wholesale markel service charges, network and connection
tharges, transmission charges, other addiional items and the amounts paid by the uility in
respect of these items. These variznces will be dispesed of in accordance with direction from
the Ontario Enargy Board.

Retail settlement variance accounts

2007 2006

Revenue - supply of power and regulatory charges
Power § 52095824 % 5253950
Wholesale market service charge 586,794 avra98
Mebwork service charge 454 628 468,634
Conneciion senvice charge 98,375 80,538

6,736,621 6,680,630

Expense - supply of power and regulatory charges

Power Purchased

- Independent Electricity Market Operator and
Hydro One Netwarks Inc. (met of RPPP) 5187430 4,702 155
- Parry Sound Powergen Corparation {Mote 10) 258,595 308,694
Wholesale market servics charge 444 518 344,521
Metwork servica charge 435,647 625,541
Cannection sendice charge 360,207 307 656
One tme 3,254 1,774
6,680,655 6,290,341
Current yaar retail settlement vasiance 46,766 400,289
Prior years cumulative total 508,334 109,045
Retail settlement variance accounts 3 555,100 & 509,334

* RPPF - Regulated price protecticn plan

0
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2007

5. Capital Assets

2007 2008
Accurmulated Net Book Meat Book
Cost Amortization Value Value
Land g 74,305 % - 5 74,308 5 74,305
Land rights 35,048 34, 628 420 440
Work in progress 47,348 . - 47,348 12,320
Distritauiticn station equipment 1,600,520 1,007 304 593,129 541,428
Poles, towers & fisiures 1,521,195 245,360 575835 599,119
Ovarteed conductors &
devices 2,185,621 1,369,893 795,728 255,395
Underground conduit 582,235 286,274 305,961 328,508
Undearground conductors &
devices 763,777 366,919 397,858 417,722
Line transfarmers 2136,820 1,297,155 B309,765 847,772
Sarvices 1,266,500 TET 044 450,456 517,234
Melars 446,493 312,571 177,822 180,906
10,713,962 6,406,235 | 4,307,727 4,475,144
Less: Contributions & grants (434 181) {85,326) [34%,855) (333,944}

§ 10279781 & 6320909 % 3,958,872 § 4,141,205

6. Other Assets

Incorporation'Ceganization costs include fees and expenses relaling to the incorporation and
organization of the corporation on Novembar 1, 2000. Further costs are also reported by the
parent and sister corparations for their share of such costs. These cosls are emortized ower
the mext 10 years (straight-line).

1M
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2007

¥. Long Term Investments
Parry Sound Power Corporafion owns & 25% interest in Utility Cellaborative Services Inc.
(LICS). The investment s recorded at cost of $100.040. UGS provides standards based wtility
back office sarvicas through stable group licencing medels,
Comerstone ro Elactric C is e,
Pamry Sound Power owns 1 common share of Cornerstone Hydro Electric Concepts Inc.
(CHEC). The §25% interest is recarded using the cost method of SHIL,
8. A.::cnunls Payable
2007 2008
Independent Electricity Service Operator * % {23,060) $ 1197426
Independant Elactriciy Sarvice Operator - December bill 602,969 585 136
Hydre One Metwarks Inc. 73,759 153,263
Hydro Ona Networks Inc. - Regulalory assat bow volisge charge 1,512 57,280
Ontario price credit rebate - 2,385
Trade payables and other 305,518 180,057
$ 920606 5 2165566
Az explained in Mote 10, all operations, maintenance and administration costs are paid for by
Parry Sound Encrgy Services and are included in the amaunt due to this sister corporation.
** This amount is subject o final approval by the Ontario Electric Finanece Corporation based
on the 2006 & 2007 reconciliations submilled. During 2007, the OEFC approved the 2005
reconcilistion and the amount owing was paid,
9. Fixed Price v& Market Price

Small volume customaérs are charged a fixed rate per kwh for the cost of power. The
corparation must pay markel price-for the power it purchases, but receives an adjusiment from
the IESC for tha differance between this fixed rate and the market rate. As the customers are
illed for their usage this liability is reduced,
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2007

10. Ralated Party Transactions

Parry Sound Powergen Corporation, a sister company of Parry Sound Power Corporation is
respensible for those activities relsting fo the gencration of power. Unlil Market Opeaning, Parry
Sound Powergen Corporation charged Parry Sound Power Corporation for power equal 1o
actual operafing costs only, with no mark-ups. At merket opening, Famy Sound Powergen
Carporation charged Pary Sound Power Corporation dhe actual spot market price for afl
energy dediverad o Parmy Sound Power Corporation.

Inciuded in frade accourts recetvable snd payables are intercompany balances of 31,983
{2006 - $NIL) and $183,974 (2006 - $148.967), respectively. These are current recefvables
and payables arising in the normal course of coerations,

Parry Sound Energy Services Corporafion (PSES), a sister company of Pamy Sound Power
Corporation, employs all slaff from the former Parry Sound Eleciric Uty Commission and
provides services fo its parent and sisler corparations. PSES charges operations labour to
these corporations at cost {inchuding overhead) plus mark up. Trucks are charged out at
market rates, PSES records cerain administative salares and espenses for all four
companies and allacates these costs 1o each company based an an estimated share of costs,

Al administration cosls related fo Pamy Sound Hydre Corporalion, the parent company, se
then charged to Parry Sound Energy Senvices which in turn bills the other two sister
cormpanies for their share of all expenses.

11.

Promissory Note

In connection with the recrganization of the farmer Parry Sound Electric Pubdic Utlity and By-
Law 2000-4303, the purchase price of assets fransferred to the four new corporstions
consisted of the issuance of commen shares in each corporation and unsecured promissony
notes to the Town of Parry Sound,

Commencing January 1, 2002, the interest on the promissory note is 7.25% on the outstanding
principal, payable quarerly. The Corpaorstion has the option of repaying the principal armount
at any time,
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Parry Sound Power Corporation
Motes to Financial Statements

December 31, 2007

12.

Share Capital
Authorized.
Unlimited number of common shares

Issued:
2007 2006

2433727 Cormenon shares $ 2433727 5 2433727

13

Contingencies

A clase action claiming $500 million in restiutionary payments plus interest was sarved on
Toronts Hydro en Movember 18, 1998, The action was initiated against Toronto Hydro Electric
Commission as the rapresentative of the Defendant Class consisting of all municipal electric
uiilities in Cniario which have charged Lete Payment charges on overdue utility bills at any
lirme after April 1, 1931,

The claim is that lele payment penalties result in the municipal electric uliifies receiving
interest at effective rates in excess of 60% per year, which is llegal under Seciion 347(1){b) of
the Criminal Code.

The Municipal Eleciric Assoclaflon is underaking the defense of this class actian, Af this time
it I3 not possible to quantify the effect, if any, on the financial statements of the Powar
Corparation.

14
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Auditors' Report

To the Shareholder of
Parry Sound Power Corporation

We have audited the balance sheet of Parry Sound Power Corporation as at December 31, 2008
and the statements of operations and retained earnings and cash flows for the year then ended.
These financial statements are the responsibility of the company's management. Our responsibility
is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial
position of the company as at December 31, 2008 and the results of its operations and its cash
flows for the year then ended in accordance with the accounting principles prescribed by the

Ontario Energy Board.
¢
>/ J L, s @
M’n. ¢

Parry Sound, Ontario Chartered Accountants, Licensed Public Accountants
April 6, 2009
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Parry Sound Power Corporation
Balance Sheet

December 31 2008 2007
Assets
Current
Cash $ 1,065493 $ 1,007,780
Short-term investments (Note 2) - 1,800,899
Accounts receivable {Note 3) 1,218,790 965,890
Inventories ’ 114,904 111,587
Prepaid expenses 127,180 34,308
Unbilled revenue 1,356,104 1,215,228
3,882,471 5,135,692
Capital assets (Note 5) 3,845,851 3,958,872
Other Assets
Incorporation/organization costs (Note 6) 145,763 194,351
Long term investments (Note 7) 100 100

$ 7,874,185 $ 9,289,015

Liabilities and Shareholder’'s Equity

Current

Accounts payable (Note 8) $ 1,211,708 $ 920,682
Other current liabilities 374,191 234,208
Current portion of customer deposits 170,393 162,581

Due to Town of Parry Sound
- Sewage and water billings 613,007 606,493
2,369,299 1,923,964
Long-term portion of customer deposits 128,229 128,229
Promissory Note - Town of Parry Sound (Note 11) 2,433,728 2,433,728
Regulatory liabilities (net) (Note 4) 339,584 300,641

5,270,840 4,786,562

Contingencies (Note 14)

Shareholder's equity
Miscellaneous paid in capital - 1,332,900
Share capital {(Note 12) 2,433,727 2,433,727
Retained earnings 169,618 735,826

2,603,345 4,502,453

$ 7,874,185 $ 9,289,015

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
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Parry Sound Power Corporation
Statement of Operations and Retained Earnings

For the year ended December 31 2008 2007
Revenue
Power and regulatory charges - net of variance (Note 4) $ 6,754,392 $ 6,719,948
Distribution revenue 1,713,357 1,752,663
Recovery of regulatory assets 83,151 33,297
8,550,900 8,505,908
Cost of power (Note 4) 6,754,392 6,719,948
Net distribution revenue 1,796,508 1,785,960
Other operating revenue (expense)
Late payment charges 11,411 16,906
Interest earned 100,503 163,027
Regulatory assets interest 37,545 17,204
Pole rentais 22,922 36,541
Change of occupancy charges 33,245 27,504
Miscellaneous income (expense) (7,075) 528
198,551 261,710

1,995,059 2,047,670

Operations, maintenance and administration expense

Distribution - Operations (Note 10) 57,279 63,190
Distribution - Maintenance 268,637 266,047
Billing and collecting 369,735 334,602
Community expense 52,381 89,801
Other administration & general 468,851 361,840
Interest on long-term debt 176,444 176,444
Amortization of capital assets 327,086 332,645
Amortization of organization costs 48,588 48,588
1,769,001 1,673,157

Income before PILS 226,058 374,513
PILS - Payment in lieu of income tax (Note 1) 56,441 138,155
Net income for the year 169,617 236,358
Retained earnings, beginning of year 735,826 499,468
Dividends (735,825) -
Retained earnings, end of year $ 169,618 $ 735,826

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
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Parry Sound Power Corporation

- Statement of Cash Flows
For the year ended December 31 2008 2007
Cash provided by (used in)
Operating activities
Net income for the year $ 169,617 § 236,358
Adjustments required to reconcile net income with net cash
provided by operating activities
Amortization of capital assets 327,086 332,645
Amortization of organization costs 48,588 48,588
Loss (gain) on disposal of capital assets (341,407) -
Changes in non-cash working capital balances
Accounts receivable (252,900) (110,708)
Inventories (3,317) 5,676
Prepaid expenses (92,872) (9,290)
Unbilled revenue (140,876) 129,114
Accounts payable 291,026 (1,264,870)
Other current liabilities 139,983 (10,270)
Due to Town of Parry Sound 6,514 89,565
151,442 (553,192)
Investing activities
Purchase of capital assets (292,065) (150,313)
Proceeds on insurance clain 419,407 -
Regulatory assets / liabilities 38,943 17,253
166,285 (133,060)
Financing activities
Increase in customer deposits 7,812 3,638
Miscellaneous paid in capital {(1,332,900) -
Dividends paid (735,825) -
(2,060,913) 3,638
Decrease in cash during the year (1,743,186) (682,614)
Cash, beginning of year 2,808,679 3,491,293
Cash, end of year $ 1,065493 $ 2,808,679
Cash consists of:
Cash $ 1,065493 § 1,007,780
Short-term Investments - 1,800,899
$ 1,065493 § 2,808,679
Supplementary cash flow information:
Payments in lieu of income tax $ 157,936 $ 173,996
Interest paid 176,444 176,444

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
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December 31, 2008

Parry Sound Power Corporation
Summary of Significant Accounting Policies

Basis of Accounting

Regulation and Rate Setting

Short-term Investments

Inventories

These financial statements have been prepared in accordance
with accounting policies for Local Distribution Companies in
Ontario as required by the Ontario Energy Board ("OEB") under
the authority of the Ontario Energy Board Act, 1998, and reflect
the following policies as set forth in the Ontario Energy Board
Accounting Procedure Handbook for Electric Distribution
Utilities ("AP Handbook").

Due to the regulatory framework the timing of recognition of
revenues and expenses and the measurement of certain
assets and liabilities may differ from that otherwise expected
under Canadian generally accepted accounting principles
(GAAP) for non-rate regulated enterprises. Please refer to
accounting polices for Spare Transformers and Meters, Post
1999 Contributed Capital, Regulatory Assets and Liabilities,
Payments in lieu of corporate income taxes and capital taxes
and Ontario Price Credit Rebates.

The corporation is required to follow regulations as set by the
OEB. The OEB approves and sets rates for the transmission
and distribution of electricity, ensures distribution companies
fulfill their oligations to connect and service customers, and has
the authority to provide rate protection for certain electricity
customers.

The OEB sets rates on an annual basis with rates becoming
effective on May 1st through April 30th of the following year.
The regulation and monitoring of Ontario's Energy Sector is
completed by the OEB through application of codes, rules and
guidelines, the licensing of market participants, assisting firms
with the management of regulatory requirements, monitoring
and enforcing compliance and adjudication.

Short-term investments are stated at the lower of cost and
market value.

Inventory consists of repairs parts, supplies and materials
valued at the lower of cost and replacement cost.
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December 31, 2008

Parry Sound Power Corporation
Summary of Significant Accounting Policies

Capital Assets

Post 1999 Contributed
Grants and Capital

Regulatory Assets
and Liabilities

Revenue Recognition

Capital assets are stated at cost less accumulated
amortization. Cost for capital assets installed by the
Corporation include material, labour and overhead.
Amortization of the assets, and the related Contributions and
Grants in aid of Capital, is based on the estimated usefu! life of
the asset and is calculated as follows (only 1/2 the rate
recorded in the year of acquisition):

Distribution station equipment - Straight line basis over 30 years
All other plant and equipment - Straight line basis over 25 years

The amortization lifetime includes the years the assets were
owned by the former Utility

Post 1999 contributed capital consists of third party
contributions towards the cost of constructing distribution
assets collected after January 1, 2000, and are recorded with
capital assets as a contra account.

Contributions are amortized at rates corresponding with the
useful life of the related asset. Canadian GAAP provides no
specific guidelines on the accounting treatment for this type of
contribution.

The corporation is required to bill customers for various
charges including the cost of power, wholesale market charges,
transmission charges on behalf of third parties and other costs
as directed by the Ontario Energy Board. In turn the
corporation must pay for these items. The difference between
what is billed to customers versus what is paid is carried on the
balance sheet as a regulatory asset (liability).

Revenue from the sale and distribution of electricity is
recognized on the accrual basis. The revenue includes cycles
billed during the year plus an estimate for unbilled revenue.
The unbilled revenue is calculated by prorating the actual
consumption of electricity by customers since their last meter
reading date, based on meter readings subsequent to year end,
for consumption to December 31. Actual results could differ
from estimates made of electricity usage.

Other revenues are recognized at the time the service is
provided.
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Parry Sound Power Corporation
Summary of Significant Accounting Policies

December 31, 2008

Use of Estimates and

Measurement Uncertainty Since precise determination of many assets and liabilities is
dependent upon future events, the preparation of periodic
financial statements in accordance with generally accepted
accounting principles necessarily involves the use of estimates
and approximations.

Accounts receivable, unbilled revenue and regulatory assets
are reported based on amounts expected to be recovered
which reflect an appropriate allowance for unrecoverable
amounts.

Due to inherent uncertainty involved in making such estimates,
actual results could differ from those estimates, including
changes as a result of future decisions made by the OEB, the
Minister of Energy or the Minister of Finance.

The financial statements have, in management's opinion, been
properly prepared using careful judgment within reasonable
limits of materiality and within the framework of the accounting
policies.

Payment in Lieu of Corporate

Income Taxes and Capital Taxes The corporation is a local distribution company ("LDC") for
purposes of the PIL's regime contained in the Electricity Act,
1998. As a LDC the corporation is exempt from tax under the
Income Tax Act (Canada) and the Corporations Tax Act
(Ontario).

Each taxation year, the corporation is required to make
payments in lieu of corporate income taxes and capital taxes to
the Ontario Electricity Financial Corporation ("OEFC"). These
payments are calculated based on the rules for computing *
taxable income and taxable capital outlined in the income Tax
Act (Canada) and the Corporations Tax Act (Ontario) taking
into account any modifications made by the Electricity Act,
1998, and related regulations.
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2008

1. The Organization

Parry Sound Hydro Corporation was incorporated under the Ontario Business Corporations Act
on October 31, 2000. Pursuant to section 142 of the Electricity Act, 1998 and in accordance
with By-Law 2000-4303 of the Corporation of the Town of Parry Sound, all of the assets,
liabilities, employees, rights and obligations of the Parry Sound Public Electric Utility
Commission were transferred to Parry Sound Power Corporation, Parry Sound Powergen
Corporation and Parry Sound Energy Services Corporation, all wholly owned subsidiaries of
Parry Sound Hydro Corporation, and to Parry Sound Hydro Corporation, which is wholly owned
by the Corporation of the Town of Parry Sound. These corporations will continue the
transmission, distribution, generation and retailing of electricity and the associated business
activities of the former Parry Sound Public Electric Utility Commission.

In accordance with various regulations of the Province of Ontario, Parry Sound Power
Corporation became a taxable entity on October 1, 2001. As at that date, the corporation was
responsible for making payments in lieu of taxes, equivalent to federal and provincial income
and capital taxes, to the Ontario Eleciricity Financial Corporation, to pay down the residual debt
of the former Ontario Hydro.

2. Short-term Investments

2008 2007
Bankers Acceptance - at cost on December 21, 2007
- TD Bank - 4.35%, matures January 23, 2008 $ - % 900,456
- TD Bank - 4.43%, matures February 19, 2008 - 900,443
$ - $ 1,800,899
3. Accounts Receivable
2008 2007
Consumers $ 1,253,790 $ 914,547
Goods and service tax receivable - 86,343
Allowance for doubtful accounts (35,000) (35,000)

$ 1,218,790 § 965,890
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2008

4. Regulatory assets / liabilities

2008 2007
PILS variance account $ 833,804 $ 833,804
Interest 11,749 12,257
Recovery of PILS through distribution revenue (766,492) (766,492)
True up (80,067) (80,067)
(1,006) (498)
PILS contra account (1,006) (498)
’ $ -3 -
Conservation and demand side management $ - $ (56,342)
CDM - Tranche recovery - 56,342
- $ -
RCVA STR $ 113 $ 142
Interest (16) (21)
97 § 121
Retail settiement variance accounts - pg 12 (552,164) (556,100)
Ontario Energy Board Costs 9,413 18,479
Low Voltage Variance 189,714 158,662
Smart Meter Recovery (26,754) (14,985)
Other (1,494) 1,033
Recovery of Regulatory assets 41,604 92,149

$  (339,584) $  (300,641)

PILS variance account

The company is entitied to receive the full value of the regulatory PILS (payments in lieu of
income and capital taxes) embedded in rates approved by the Ontario Energy Board. Interest
is accrued on the previous months variance account balance.

10
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2008

4.

Regulatory assets / liabilities continued...

Conservation and demand side management

This account relates to conservation and demand side management activities under process
by Parry Sound Power. Included in the dollar value is the allowable recovery from the
distribution rates. The total recovery was collected over a one year period.

Retail settlement variance accounts

The retail settlement variance accounts record the difference between the amounts billed to
customers for energy costs, wholesale market service charges, network and connection
charges, transmission charges, other additional items and the amounts paid by the utility in
respect of these items. These variances will be disposed of in accordance with direction from
the Ontario Energy Board.

Smart Meter Recovery

During 2006 the OEB developed recommendations on smart meters with regards to cost
recovery during the phase-in period of this equipment. The OEB stated that given the
increased need for electricity and the importance of conservation, specific funding for smart
meters is included in rates. Variance accounts were established to track revenues collected
with respect to smart meters and associated costs of the initiatives.

Ontario Energy Board Costs )

The OEB has allowed the corporation to record the variance between the OEB annual cost
assessment fees previously captured in the 2001 rates and the amounts charged for fiscal
years beginning after January 1, 2004, until April 30, 2006. Accordingly, the Corporation
deferred these expenditures in accordance with the criteria set out in the AP Handbook.

Recovery of Regulatory Assets

In a letter dated December 19, 2003, the Minister of Energy granted approval for distributors to
make application to the OEB with regard to rate recovery of certain distribution regulatory
assets whose inclusion in rates was delayed by the Electricity Pricing, Conservation and
Supply Act, 2002 (Electric Pricing, Conservation and Supply Act). )

Fair Value of Regulatory Assets and Regulatory Liabilities

For certain regulatory items identified above, the expected recovery or settlement period, or
likelihood of recovery or settlement, is affected by risks and uncertainties related to the
ultimate authority of the regulator in determining the asset's treatment for rate setting
purposes. Management continually assesses the likelihood of recovery of regulatory assets. If
recovery through future rates is no longer considered probable, the amounts would be charged
to the results of operations in the period that the assessment is made.
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2008

4. Regulatory assets / liabilities continued...

Retail settlement variance accounts

Revenue - supply of power and regulatory charges
Power
Wholesale market service charge
Network service charge
Connection service charge
Low voltage billed

Expense - supply of power and regulatory charges
Power Purchased
- Independent Electricity Market Operator and
Hydro One Networks Inc. (net of RPPP*)
- Parry Sound Powergen Corporation (Note 10)
Wholesale market service charge
Network service charge
Connection service charge
Low voltage charges
One time

Current year retail settlement variance

Prior years cumulative total
Retail settlement variance accounts

* RPPP - Regulated price protection plan

2008 2007
$ 5,266,126 $ 5,296,824
584,950 586,794
403,747 454,628
393,607 398,375
102,026 30,093
6,750,456 6,766,714
5,050,049 5,187,430
354,014 258,599
493,747 444,518
397,610 435,847
353,819 360,207
102,026 30,093
3,127 3,254
6,754,392 6,719,948
(3,936) 46,766
556,100 509,334
$ 552,164 $ 556,100
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2008

5. Capital Assets

2008 2007
Accumulated Net Book Net Book
Cost Amortization Value Value
Land $ 74,305 $ - $ 74,305 $ 74,305
Land rights 35,048 34,648 400 420
Work in progress 47,133 - 47,133 47,348
Distribution station equipment 1,839,926 954,681 885,245 593,129
Poles, towers & fixtures 1,568,253 995,552 572,701 575,835
Overhead conductors &
devices 2,280,368 1,461,982 818,386 795,728
Underground conduit 592,235 309,059 283,176 305,961
Underground conductors &
devices ] 775,343 395,527 379,816 397,858
Line transformers 2,145,417 1,365,934 779,483 839,765
Services 1,292,622 810,135 482,487 499,456
Meters 533,280 327,190 206,090 177,922
11,183,930 6,654,708 4,529,222 4,307,727
Less: Contributions & grants (792,085) (108,714) (683,371) (348,855)

$ 10,391,845 $ 6,545994 §$ 3,845,851 $ 3,958,872

6. Other Assets

Incorporation/Organization costs include fees and expenses relating to the incorporation and
organization of the corporation on November 1, 2000. Further costs are also reported by the
parent and sister corporations for their share of such costs. These costs are amortized over
10 years (straight-line).

13
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Parry Sound Power Corporation
Notes to Financial Statements

" December 31, 2008

7.

Long Term Investments

Utility Collaborative Services Inc.

Parry Sound Power Corporation owns a 14.29% interest in Utility Collaborative Services Inc.
(UCS). The investment is recorded at cost of $100.00. UCS provides standards based utility
back office services through stable group licencing models.

Cornerstone Hydro Electric Concepts Inc.

Parry Sound Power owns 1 common share of Cornerstone Hydro Electric Concepts Inc.
(CHEC). Their 5.88% interest is recorded using the cost method and accordingly is reported
at a NIL value.

Accounts Payable

2008 2007
Independent Electricity Service Operator ** $ - % (93,060)
Independent Electricity Service Operator - December bill 590,214 602,969
Hydro One Networks Inc. 68,843 73,759
Hydro One Networks Inc. - Regulatory asset low voltage charge 15,312 31,512
Trade payables and other 537,339 305,502

$ 1,211,708 $ 920,682

As explained in Note 10, all operations, maintenance and administration costs are paid for by
Parry Sound Energy Services and are included in the amount due to this sister corporation.

** The 2008 reconcilliation is subject to approval by the Ontario Electric Finance Corporation.

Fixed Price vs Market Price

Small volume customers are charged a fixed rate per kwh for the cost of power. The
corporation must pay market price for the power it purchases, but receives an adjustment from
the IESO for the difference between this fixed rate and the market rate. As the customers are
billed for their usage this liability is reduced. ’

14
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2008

10. Related Party Transactions

Parry Sound Powergen Corporation, a sister company of Parry Sound Power Corporation is
responsible for those activities relating to the generation of power. Until Market Opening, Parry
Sound Powergen Corporation charged Parry Sound Power Corporation for power equal to
actual operating costs only, with no mark-ups. At market opening, Parry Sound Powergen
Corporation charged Parry Sound Power Corporation the actual spot market price for all
energy delivered to Parry Sound Power Corporation.

Included in trade accounts receivable and payables are intercompany balances of $4,591
(2007 - $1,983) and $366,965 (2007 - $183,974), respectively. These are current receivables
and payables arising in the normal course of operations.

Parry Sound Energy Services Corporation (PSES), a sister company of Parry Sound Power
Corporation, employs all staff from the former Parry Sound Electric Utility Commission and
provides services to its parent and sister corporations. PSES charges operations labour to
these corporations at cost (including overhead) plus mark up. Trucks are charged out at
market rates. PSES records certain administrative salaries and expenses for all four
companies and allocates these costs to each company based on an estimated share of costs.

All administration costs related to Parry Sound Hydro Corporation, the parent company, are
then charged to Parry Sound Energy Services which in turn bills the other two sister
companies for their share of all expenses.

During 2008, Parry Sound Power Corporation declared and paid a dividend of $735,825, and
transferred miscellaneous paid in capital of $1,332,900 to Parry Sound Hydro Corporation.

11.

Promissory Note

In connection with the reorganization of the former Parry Sound Electric Public Utility and By-
Law 2000-4303, the purchase price of assets transferred to the four new corporations
consisted of the issuance of common shares in each corporation and unsecured promissory
notes to the Town of Parry Sound.

Commencing January 1, 2002, the interest on the promissory note is 7.25% on the outstanding
principal, payable quarterly. The Corporation has the option of repaying the principal amount
at any time.

15
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Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2008

12. Share Capital
Authorized:
Unlimited number of common shares
Issued:
2008 2007
2,433,727  Common shares $ 2,433,727 $ 2,433,727
13. Change in Accounting Policy

Amortization

The corporation has changed the amortization policy for capital assets. Amortization is based
on the estimated useful life of the asset and 1/2 the rate is recorded in the year of acquisition.

International Financial Reporting Standards

The CICA has pronounced that Canadian publicly accountable enterprises will adopt
International Accounting Reporting Standards (IFRS), as issued by the International
Accounting Standards Board (IASB), effective January 1, 2011. IFRS will require increased
financial statement disclosure. Although IFRS uses a conceptual framework similar to
Canadian GAAP, there will be some differences in accounting policies, which will need to be
looked at. The Company is currently developing an implementation plan for the adoption of
IFRS.
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‘Parry Sound Power Corporation
Notes to Financial Statements

December 31, 2008

14.

Contingencies

A class action claiming $500 million in restitutionary payments plus interest was served on
Toronto Hydro on November 18, 1998. The action was initiated against Toronto Hydro Electric
Commission as the representative of the Defendant Class consisting of all municipal electric
utilities in Ontario which have charged Late Payment charges on overdue utility bills at any
time after April 1, 1981.

The claim is that late payment penalties result in the municipal electric utilities receiving
interest at effective rates in excess of 60% per year, which is illegal under Section 347(1)(b) of
the Criminal Code.

The Electrical Distributors Association is undertaking the defense of this class action. At this
time it is not possible to quantify the effect, if any, on the financial statements of the Power
Corporation.

15.

Financial Instruments

The company's financial instruments consist of cash, accounts receivable, unbilled revenue,
accounts payable and accrued liabilities, customer deposits, long-term debt, amounts due to
(from) related parties and a promissory note payable. Unless otherwise noted, it is
management's opinion that the company is not exposed to significant interest, currency or
credit risks arising from its financial instruments. The fair value of these financial instruments
approximate thier carrying values, unless otherwise noted.

16.

Comparative Figures

Certain accounts in the prior year financial statements have been reclassified for comparative
purposes to conform with the presentation in the current year's financial statements.

17
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Auditors' Report

To the Shareholder of
Parry Sound Power Corporaticn

Wa hawa audited the mlance shaat of Parry Saund Powar Corpaoration as at Decambar 31, 208
ad tha statemants of ogarations and mtainad aarnings and cash flaws far hie year than endad.
Thasa financial statamants ara tha mepansibility of the company's marmgamant. Our mepansibility
E to axprass an opinian an thasa financial statemants basad on our audit

‘Waconductad aur auditin accardanca with Canadian ganarallyaccapted auditing standards. Thosa
standards raquira that wa plan and parform an audit io dcbiain reasonable assuranca whathar tha
financial statamants ara fraa of matarial misstatamant. An audit includas axamining, on 3 tast basie,
evidance supporting the amaunts and disclosuras in tha financial salemants. An audit also
ncludes aseassing the accounting principlas usad and significant astimatas mads by managamant,
= wall as avaluating tha avarall financial statamant prasantation.

In our gpinion, hesa financial siatemants pesant fairly, in all matarial respacts, tha inancial
msition of e company as at Dacambar 31, 2008 and tha msults of its gparations and its sash
flaws for tha year then endad in accordanca with the accounting principlas prascribad by tha
COntaria Enargy Board.

Parry Sound, Ontario Chartarad Accountants, Licansad Public Accountants
March 25, 2010
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Parry Sound Power Corporation
Balance Sheet

December 31 208 o8

Assets

Current
Cazsh 5 2,633 § 1085493
Accounts racaivabla (Maote 2) 24,754 1,218,780
Imvantarias 116,818 114,804
Prapaid sxpansas IrB,153 127,180
Unbilled ravanua ETD,125 1,358,104
2,TB2,584 3BB2 471
Capital assets [Mota 4) 3,853,454 3,845,851

Other Assets

Incorparation‘arganization costs (Mata 5) 87,175 45,783
Ragulatary assats (nat) (Mata 3) TET, 134 -
Lang tarm invastmante (Nata T) 100 100
§ 7,580,447 & TET4185

Liabilities and Shareholder's Equity

Current
Accounts payabla (Mata 8) 5 1450,0B8 5 1,211,708
Othar curmant liabiiitias 231,355 4,191
Currant partion of customar dapasits 156,980 70,383
Cua ta Tawn of Pamy Saund
- Sawags and watar bilings 623,128 §13.007
2,461,562 2,358,298
Long-term portion of customer deposits 128,228 128,229
Promissory Mote - Town of Pary Sound [Mata 11) 2,433,728 2,433,728
Regulatory liabilities (net) (hota 3) - 139,584
5023518 5 Z70.840
Ceontingencies (Note 14)
Sharehelder's equity
Shara capital (Mota 12) 2,433,727 2,433,727
Fatainad samings 133,201 158,618

2,566,828 25013 345

5 T.E_Bﬂ.dﬂ-? § 7HT4.185

he aoccmpany g semmary of sigrificant aocuning polies andrctesan an sbegralpart of these fiancatatements

(=]



Parry Sound Power Corporation
EB-2010-0140

Exhibit 1

Tab 3

Schedule 1

Appendix D

Page 55 of 68

Filed: October 15, 2010

Parry Sound Power Corporation
Statement of Operations and Retained Earnings

For the year ended December 31 208 0§
Rewvenue
Pawar and ragulatorycharges - nat of varanca (Note 3) § 7,386,828 3 §754,332
Distributian ravanua 1,548,513 1,713,357
Racovary of ragulatory assats 131,138 83,151
B,064,47B 8,550,900
Cost of power [Maota 3) T, 3B6 826 6,754,382
Net distribution revenue 1,677,652 1,796,508
Other cperating revenue (expensa)
Lata paymant chargas 17,864 11,411
Intarast sarmad 5505 100,503
Fagulatary assats intarast [1,882) 37,545
Pala rantals 36,381 22,922
Changa of occupancychargas 30,708 33,245
Miscallanaous incoma (axpansa) 13,667 [T.O7TH)
102,254 198,551
1,778,908 1,885,058
Operations, maintenance and administration expense
Digtributian - Oparations [MNata 10) 57,300 Ar.278
Digtribution - Maintananca 3,648 58,837
Billing and collacting arT,B3e FH,735
Communityaxpansa 21,616 52,381
Othar administration & ganaral 3,687 458,851
Intarast an lang-tarm dabt TTE 444 78,444
Amaortization of capital assats 5438 2T 0BG
Amartization of arganization costs 48,588 48,588
1,B04,561 1,768,001
[Loss) income before PILS [24,655) 28,058
FLS - Payment in lieu of income tax (Nots 1) 11,762 55441
Net income (loss) for the year [E,417) 188,617
Retained earnings, baginning of yaar 168,618 T35 828
Dividends [735,825)
Retained aarninHE and af jsar 5 ‘IHBIZD‘I $ ‘IEQI-S1EI

The aocmEanyiy summary of sgrdicant accuning polices andnohesane an shegraipadt of these Sianca katements
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For the year ended December 31

Parry Sound Power Corporation
Statement of Cash Flows

Cash provided by (used in)

Operating activities
Mat incama (loss) far tha yaar

Adjustmants raquirad to racancila nat incoma with nat cash

pravidad byoparating activitias
Amortization of capital assats

Amartization of arganization costs
loes (gain) on disposal of capital assats
Changas in non-cash warking capital balancas

Accounts racaivabla
Inwvantarias

Prapaid axpansas

Unbillad ravanua

Accounis payabla

Othar curmant liabilitias

Dwe ta Tawn of ParmySound

Investing activities
Purchasa of capital as=ais
Proceads on insuranca clain
Ragulatary assets |/ liabilities

Financing activities
Incraasa in customar daposits
Miscallanaous paid in capital
Dividands paid

Decrease incash during the year
Cash, baginning of yaar

Cash, and of yaar
——— v

@6417) §  1BI817

15,439 PT,088
48,588 48,585
41,758 [341,407)
24,036 (252,800)
{2,015} (3,317)
(150,973} @2,572)
485,979 [140,878)
28,381 21,028
[142,B36) 139,283
10,121 5514
1,122,061 151,442
[4B4,B00) (282,065)
: 419,407
(1,086,718} 38,943
(1,561,518} 165,285
{13,403} 7,812

: (1,332,900}
[735,825)

(13,403) 2,060,813

(47 2,B60) (1,743,188)

1,065,483 2808678

&
E&EBE 3 ‘IJDEEI493

Supplementary cash flow information:

Paymants in lisu of incama tax

Intarast Eai:l

[44,323) 3 157,838

ﬂﬁd444 75 444

The aocmEanyiy summary of sgrdicant accuning polices andnohesane an shegraipadt of these Sianca katements
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December 31, 2008

Parry Sound Power Corporation
Summary of Significant Accounting Policies

Basis of Accounting

Regulation and Rate Setting

Inventories

Thasa financial statemants hawve bean praparad in accordance
with accounting palicies far local Distribution Companias in
Ontaria as raquirad by tha Ontario Enargy Board "OEB"jundar
tha autharity aftha Ontario Enargy Board Act, 1888, and raflact
tha fallowing policias as sat forth in the Ontario Enargy Board
Accounting Procadura Handbook for Elactric Distribution
Litilitiss "AP Handbaaok™).

Cua to ha regulatory framawark tha timing of racognition of
ravanuas and axpansas and tha massuramant of ocartain
gzeates and labilties may diffar from that dharwisa axpactad
undar Canadian ganarally acaptad accounting principlas
|GAAP) far ron-rate regulated entarprises.  Peass msfer b
accounting polices far Spara Transfarmars and Matars, Post
1888 Contributad Capital, Ragulatary Aseats and Labiltias,
Paymants in ligu of corporata ncoma taxes and capital laxas
and Ontaria Prica Cradit Rebatas.

Tha corparation is mguirad o follow mgulations as sat by tha
OEB. Tha OEB approvas and sate mtas for tha fransmission
and distribution of alactricity, ensuras distribution companias
fulfill thair aligations 1o connact and sarvica customars, and has
tha autharity to provida mia protaction far cartain alactricity
custamars.

Tha OEB sats miss on an annual basis with mtas becoming
affactive an May 1st through April 30th of tha fallowing year.
Tha mgulatian and manitaring of Ontara’s Enargy Sactar is
mmplatad by tha OEB through application of aodas, rules and
guidalinas, ha licansing of markat m@ricipants, assisting firms
with tha managameant of mgulatory requiramants, maonitaring
and anforcing compliance and adjudization.

Imvantaory consists of rapairs pars, suppliss and matarials
valuad at tha lowar of cost and replacamant cost.

o
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Parry Sound Power Corporation
Summary of Significant Accounting Policies

Capital Assets

Post 1888 Contributed
Grants and Capital

Regulatory Assets
and Liabilities

Revenue Recognition

Capital asssts are stated at oost less sccumulatad
amartizatian. Cost for capital assate installed by tha
Carporation  includa mataral, labour and owarhaad.
Amartization of the asssats, and tha mlsted Contributions and
Grants in aid of Capital, is basad an ha etimatad ussful Ha of
the assat and i calulated as follows jonly 1/2 the mis
racardad in tha yaar of acquisitian):

Distribution station egquipmant - Straight lina basis ovar 30 years
All athar plant and squipmant - Straight lina basis avar 25 years

Tha amartization lifatime ncludas tha yaars tha assats wars
awnad bytha farmar Litility.

Past 1998 oontributed opital oonsists of thid  pardy
mntributions bwards tha oost of constructing  distribution
aseats mllactad sftar January 1, 2000, and ara mcordad with
capital assats a5 3 contra account.

Contributions are amortizad at mtas comaspanding with tha
usaful lifa of the related assat. Canadian GAAP provides na
gpacific guidalinas on the acounting treatmant for this typa of
cntribution.

Tha omrparation i mguied B bil customars for warous
charges including tha cost of pawar, whalasala markat chargas,
transmisgian chargas on bahalf of third partias and athar casts
as directead by tha Ontaric Energy Baard. In twum the
wmrparatian must pay for hese tams Tha diffaranca batwaan
what is billad o customars varsus what is paid is camiad an tha
balanca shast as a regulatory assst (liability).

Favanua from the =ala and distnbution of alactricity is
mcognizad on the accrual basis. Tha ravanus ncludes cyclas
billed during the year plus an etimata foar unbillad ravanua.
Tha wnbillad mvanua i oalkculsted by prorating tha actual
mnsumption of alectricity by customars sinca thair Bst matar
raading date, basad on matar readings subsaguant to year and,
far consumption o Decambar 31. Adual rasults could diffar
fram astimatas mada of alactricity usagsa.

Othar mvanuas 3ra mcognizead at the tima the sarvice s
pravidad.
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Parry Sound Power Corporation
Summary of Significant Accounting Policies

December 31, 2008

Use of Estimates and

Me=surement Uncertainty Sinca praciza determination of many aseats and liabilities =
dapandant uwpon Liure esants, he praparation of paradic
financial statamants in accordanca with ganarally accaptad
accounting principlas nacassarily imnvolvas hie usa of astimatas
and appraximatians.

Accounts mcaivabla, unbilad mwanua and mgulatory assats
ars mported bmead on amounts ewpected to be mcovarad
which mflact an =ppropriata allowanca for unracavarabla
amaunts.

Cusa o nharant tncarminty invahlvad in making such astimatas,
actual msults would diffar from thosa astimatas, including
changeas as 3 msult of futurs dacisions mada by tha CEB, tha
Ministar of Enargy ar tha Ministar of Financa.

Tha financial statamants hava, in managemant’s gpinian, Ban
proparly praparad weing @maful judgmant within masonabla
limits of matariality and within tha framawark of the sccounting
palicias.

Payment in Lieu of Corporate

Income Taxes and Capital Taxes Tha corparation is a bcal distribution company ["LDC) far
purposas of tha PIL's mgima wmntainad in ha Elactricity Act,
1888. As a LDC tha crparation ie axampt from tax undar tha
Incoma Tax Act [Canada) and the Corporations Tax Act
[Ontaria).

Each #xation year, ha oorparation is requirad to maka
paymants in lisu of corporate incomsa taxas and capital taxas to
tha Ontario Blactrcity Fnancial Carparation "OEFC"). Thasa
paymants are calculatad based on the mlas for computing
taxabla ncoma and wxabla capital outlingd n tha Incoma Tax
Act [Canada) and the Corporations Tax Act [Ontaria) Bking
nto account any maodifications mada by the Elactricity Act,
1888, and relatad regulations.
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Motes to Financial Statements

December 31, 2008

1. The Organizaticn

Parry Saund Hydra Carparatian was incarparated undar tha Onfario Businass Carparations Act
an Octabar 31, Z00. Pursuant o saction 142 of tha Elactricity Ad, 19898 and in accordanca
with ByLaw 20004303 of tha Caorparation of tha Town of Parry Sound, all of tha aseats,
lisbilitiss, employssas, nghts and obligations of the Parry Sound PFublic Electric LUtility
Commissian wara fransfarmad to Pamy Sound Powar Carpoaration, Pamy Sound Powargan
Carparation and Parry Saund Enargy Servicas Corparation, all whally owned subsidiarias of
Parry Saund Hydro Carparation, and b ParrySound Hydra Carparation, which is whally ownad
by tha Corporation of tha Town of Pamy Saund. Thasa corporations will continua tha
transmissian, distribution, ganaration and mtailing of alactricity and the sssociated tusinass
activitias of tha farmar ParrySound Public Elactric Utility Commissian.

In accordanca with vanous mgulations of tha Provinca of Ontaria, Pamy Saind Powar
Caorparation bacama a taxabla antity on Octobar 1, 2001. As at that data, the corporation was
raspansibla far making paymante in lisu of Bxas, aguivalant o fedaral and pravincial ncama
and capitaltaxas, o tha Ontaria Elactricity Financial Carparatian, o paydawn tha residual dabt
af tha farmar Ontaric Hydra.

2.  Accounts Receivable

208 208
Cansumars and athar 5 950,754 % 1,253,790
Allowanca for doubtful accounts [35,000) 35,000)

5 EZJ-ITEH- £ 1218780
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Parry Sound Power Corporation
Motes to Financial Statements

A

Regulatory assets / liabilities

PILS warianca account
Intarast

5 E33,B04
11,605

Racavary of PILS through distribution revanua [TEE,492)

Trua up

PILS cantra account

RCVA STR
Intarast

Ratail sattlamant variance accounts-pg 12
Cnfario Enargy Board Costs

Low Valags Vananca

Smat Matar Racavary

Cthar

Racovary of Regulatory assats

PILS wariance account

[B0,067)
(1,150
{1,150}

15)

208 08

$ B33,804

11,748

[T68,482)

[B0,067)

(1,008)

(1,008)

5 5 -
] 113

[18)

52 % a7
BOEZ [652,164)
11,325 8413
180,426 \ET14
ETBE4 [28,754)
13,B23) [1,484)
42,208 41,604

5 757,134 5 (33D.584)

Tha mmpany is antitied to mcaiva tha full valua of the mgulatory PILS [paymants n lisu of
incoma and capital axss) embaddad in mtas appravad by tha Ontario Enargy Board. Irtarast
isaccruad an the pravious manthe varianca account balanca.
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A

Regulatory assets / liabilities continued. ..

Censervation and demand side manage ment

This account miates o monsanvation and damand sidea maregamant activities undar pracass
by Parry Sound Powar. Includad n the dollar valua is tha allowable mcovary from tha
distribution ratas. Tha total recovarywas aollactad ovar a ona yaar pariod.

Retail settlement variance accounts

Tha mtail sattiemant variance accounts meard ha diffaranca betwaan ha amounts billed b
wetomars far anargy costs, wholasala markat servica charges, mtwark and connaction
charges, transmissian chargas, ahar mdditional tams and the amounts @id by tha utility in
raspact of thasa tams Thasa wvarancas will ba disposad of in accordanca with diractian from
tha Ontaria Enargy Board.

Smart Meter Recovery

During 208 the OEB davelopad mcommandations on smart matars with regards to cost
racavary during the phasa-in parod of this equipmant. Tha OEB statad hat givan tha
incraasad read for alactricity and he imporance of mnsarvation, spacific funding for smart
matars ig ncludad n rates. Variance scounts wara etablishad o track mvenuss mliected
with raspact to smant matars and associated costs af the initiativas.

Ontaric Energy Board Costs

Tha COEB has aliowed tha carparation o recard tha warianca batwaan tha OEB annual cost
assassmant fees praviously capturad n the 2007 mtes and the amounts chargad for fiscal
yaars beginning aftar January 1, 2004, wntil Aprl 3, 2008. Accordingly, tha Carparatian
dafarrad thess expandituras in accordanos with tha critaria sat out in the AP Handbook.

Recovery of Regulatory Assets

In alatiar daled Dacambar 18, 2003, tha Ministar of Enargy granted approval for distributars ta
maka application to the OEB with mgard o mta mcovary of cartain distribution mgulatary
aseate whosa nclusion in mtes was delayad by tha Blactricity Prcing, Consanation and
SupplyAct, 2002 (Elactric Pricing, Cansarvation and Supply Act).

Fair Value of Regulatory Assets and Regulatory Liabilities

Far cartain regulstary items dantifiad abava, the axpacted mcovary or ssttlemant pariad, or
likalihood of recovary or sattlamant, is Sfacted by risks and unceartainties mlated to thae
ultimata autharty of the mgulatar n detarmining ha assat's taatmant for mta satting
purposas. Managamant continually assassas the likelihood of recovaryof regulatoryassats. If
racavarythrough futura ratas is no langarcansidarad probahla, tha amounts wauld ba chargad
to the rasults of oparations in tha pariod that the assessmant is mada.
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3.  Regulatory assets / liabilities continued. ..

Retail settlement variance accounts
208 208

Revenue - supply of power and regulatory charges

Pawar 5 5439,153 5 5266,126
Whalasals markat sarvica chargs mHE,241 FE4 950
Matwark sarvica charga 34,383 413,747
Cannactian sarvica charga 0,840 33607
Low waltage billad 54,883 102,028
£,825 800 5,750,458
Expense - supply of power and regulatery charges
Fowar Purchasad
- Indapandant Elactricity Markat Oparatar and
Hydra Ona Natwarks Inc. (natof RPPP®) 5872350 5,060,049
- Parry Saund Powargan Carporation (Mate 10) 214,981 B4,014
VWhalasala markst sarvica chargs 5,487 483,747
hatwark sarvica chargs ¥a,058 HTE10D
Cannaction sarvica charga [2.8893 Fia1a
Low wvaoltaga chargas 84,983 102,028
Ona tima 73 J127
7,386,828 B,754,382
Currant yaar ratail sattlamant varianca (661,228) [3,938)
Priar years cumulativa total 2,164 A, 100
Retail settlement variance accounts -] (8,0682) & 2,154

* RPPP - Ragulated prica pratectian plan
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4, Capital Assets

08 2108
Accumulated Net Book Nat Book
Cost Amortization Value Valua
Land 5 74,305 5 - 5§ 74,308 3 74,305
Land rights 35,048 34,668 380 400
Waik in pragrass - - - 47,133
Dietribution station equipmant 1,B43,B57 1,011,027 E& 2,830 EB5, 245
Palas, towars & fixturas 1,682,539 1,048,105 Bhd, 434 Br2,701

Owarhaad conductars &
davicas 2,337,347 1,835,521 B01,B26 518,388
Undarground canduit B2,235 31,844 HH0,381 H3 T8

Undarground conductars &

dBvicas TT6,630 425,383 51,237 IE.818
Lina transfarmars 2,187,100 1,435,817 TE1,1B3 TTH.483
Sarvicas 1,312,807 E53,461 458,346 482 487
Matars 401,615 45,681 656824 28,080

Computar aguipmant &
saftwara BO,10B B011 72,087 -
11,343,581 B, 729,638 4,613,853 4 528,222
Lass: Contributions & grants [THE,T0D3) [138,204) [GED,488) [BH3.3T1)
5 10 5¢4|EEE 5 EEB"I|434 5 3553I454 $ 3.5-1-5|551

5 Other Assets

Incarparation/Organization costs nclude feas and axpansas miating to the ncarparation and
arganization of the corporation an Movambar 1, 200, Furthar casts ama alsa rapartad by tha
parant and sistar corporations far hair shara of such costs. Thasa costs are amotizad avar
10 years [straight-lina).
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Credit Facility

Tha corparation has a lina of cradit with an autharized limit of 1,500,000 availabla undar a
cradit facility agreamant with 3 Canadian chararad bank. Irtarast an advancas is @lculated
using tha bank’s prima rate and is payable manthly. The sacurity providad is a ganaral sacurity
agreamant raprasanting a first charga on all the corporstion’s asssis, adaquata liability
insuranca and an indamnity agraamant far anydrawn Lattars of Cradit or Lattars of Guarantas.

Tha crparations lina of aadit has bBan pledged as sacurity for tha Bttar of oadit providad b
tha Indapandant Blactricity Systams Oparation ["IES0") [gaa MNota 14). Interast an tha Lattar
of Guarantaa is 0.5% par annum. As a msult, the corporation’s access to the $1,500,000
cradit facility mantionad ahave is limited to $1,070,385.

Leng Term Investments

Utility Collabarative Sarvicas Inc.

Pary Sound Powar Corporation owns a 4.28% ntarast in Wility Caollabarative Sarvicas Inc.
{UCS). Tha nvastmant is recardad at cost of 5100.00. UCS movidas gandards basad utility
back offica sarvicas through stabla group licancing modals.

Camarstona Hydro Elactric Concapts Inc.

Pamy Saind Powar owns 1 comman shara of Camarstona Hydro Elactric Concapts Inc.
[CHEC). Thair 5.B88% intarast is recardad using the cost mathod and accardingly is mportad
ata WIL valua.

Accounts Payable

208 208
Indapandant Elactricity Sarvica Oparatar ** 5 457,335 5 -
Indapandant Elactricity Sarvica Oparatar - Dacambar bill BE2,87T0 0,214
Hydra Ona MNatwarks Inc. 62,826 58,843
Hydra Ona Matwarks Inc. - Ragulatory aseat low voltaga charga 3,536 15,312
Hydra Ona MNatwarks Inc. - Low voltage avar charga [20,134) -
Trads payablas and othar B3 458 547 339

5 145{!'{]39 $ 1311708

As axplainad in Mota 10, all gparations, maintenanca and administration costs are @id for by
Parry Saund Enargy Sarvicas and ara included in tha amount dua to this sistar corparatian.

"* Tha 200B & 2008 mconciliations ara subjact ©o appraval by the Ontario Blactric Financa
Carparatian.
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B. Fixed Price vs Market Price
Small voluma custamare ara chargad a3 fived mta par kwh for tha st of powar. Tha
carparation must pay markeat prica far tha powar it purchasas, but racaivas an adjustmant fram
tha IESO far the differance batwean this fived rate and the markst rata. As tha customars ara
billad far thair usaga this liabilityis reducad.

10. Related Party Transactions

Parry Saund Powargan Carporation, a sister company of Pary Saund Powar Corparatian is
raspansibla forthosa activities ralating to tha ganaration of powar. Until Markat Opaning, Parmy
Sound Powargan Caorparation chargad Pary Saund Powar Corporation far powar equal b
actual aparating coste only, with no mak-ups. At markat apaning, Parmy Saund Powargan
Carparation charged Parry Saund Powar Corparation tha actual spot markat prica far all
anargydalivarad to Parry Sound Powar Carporation.

Inciudad in frada acounts mceivable and payablas ara mtarcompany balancas of 5427
(2008 - 34 ,531) and 5147 907 (2008 - 5355 955), raspactivaly. Thasa ara curmant mcaivablas
and payablas ariging in tha normal coursa of aparations.

Parmy Saind Enargy Sarvicas Corparation [PSES), a sistar company of Pamy Saund Powar
Carparation, amplays all staff from the formar Pamy Saund Elactric Wility Commission and
providas sarvicas o its mrant and sistar corparations. PEES charges oparations Bbour b
thesa corporations at cost (including ovarhead) plus mark wp. Trucks ara chargad out at
markat rates. FSES racords carain administrative =alaries and axpansas for all four
mmpanias and allocatas thasa coste to sach company basad on an astimatad shara of costs.

All administration costs ralatad o Parry Saund Hydro Caorparatian, the parant company, ara
than charged B Parry Sound Enargy Servicas which in wm bille the othar two sister
campanias far thair shara of all sxpansas.

During 2008, Parry Sound Pawar Carparation daclarad and paid a dvidend of 5735 825, and
fransfarrad miscallanesous paid in capital of $1,332,900 to Pamy Saund Hydro Corpaoration.
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11. Proemissory Note
In connaction with tha marganization of tha formar Parry Saund Elactric Public Wility and By-
Law 2000-4303, tha purchasa prica of assats tansferrad o the four naw corporations
mnsistad of ha esuanca of comman sharas in &ch corparation and unsacurad pramissary
natas o the Tawn of Pary Saund.
Cammancing January 1, 2002, tha intarast an tha promissarynota is 7.25% an tha outstanding
principal, payabla quararly. Tha Corporation has tha option of mpaying tha principal amaunt
atany tima.
12. Bhare Capital
Autharizad:
Unlimtad numbaraf comman shares
lesusd:
208 208
2433727 Commian sharas S ZAN3TAT I 2433737
13. Change in Accounting Policy

Internatienal Financial Repeorting Standards

Tha CICA has pronouncad that Canadian publicly accountabla entarprisas will adapt
Intemational Accaunting Raporting Standards [IFRS), a8 esuad by tha Intarnational
Accaunting Randards Board (ASB), gfactiva January 1, 211, IFRS will mguira ncraasad
financial slatemant dsclosura. Athough IFRE uses a oconcaptual framawark similar o
Canadian GAAP, hama will ba soma differancas in accounting policias, which will nead o ba
lookad at. Tha Company is currantly dasaloping an implamantation plan far the sdoption of
IFRS.
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14. Contingencies

i) Griffith at al. v. Taranto Hydro-Elactric Commission at al.

A dass =tion daiming $00 million in restitutionary paymants plus intarast was sarvad an
Taronta Hydo on Mavambar 18, 1988, Tha action was initiatad against Taranto Hydra Elactric
Commisgian as tha raprasantativa of ha Defandant Class consisting of all municipal elactric
utilitias in Ontario which tava chargad late Paymeant chargas on ovardua utility bills at any
timaaftar April1, 1881,

Tha claim ig that Iate paymant panaltiss rasult in tha municipal alactric utilities racaiving
intarast at affactive rates in axcass of 50% par yaar, which is llegal undar Saction 347(1)(b) of
tha Criminal Coda.

Tha Elactrical Distributare Aseaciation is undartaking tha dafansa of this class action. Al this
tima it is not possible o quantify tha &fact, f any, on ha financial statemants of tha Powar
Carparatian.

i) Latiaraof cradit

Tha corparatian is contingantly labla as a guarantor far a btter af oadit for $428,835 with its
bank providad o the Indepandant Elactricity Systems Oparator (IES0) b sacum tha
worparation’s hydro purchasa ohligations.

15

Financial Instruments

Tha mompany's financial nstrumants consist of @sh, accounts mcaivabla, unbilled ravanua,
accounts payabla and accruad liabilities, customar dapasits, bng-tarm dabt, amounts dua b
(from) mlated parties and a promissary note payabla. Unless otharwise noted, it is
managamant’s apinian that tha company i mot axposad o significant intarast, curmancy ar
cradit risks arising from its financial nstrumants. Tha firwalua of thasa financial instrumants
appraximate thiar carrying valuss, unlass otharwisa naotad.
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PRO FORMA FINANCIAL STATEMENTS - 2010 AND 2011.:

The PSP’s Pro Forma Statements for the 2010 Bridge Year and the 2011 Test Year accompany
this Schedule as Appendix E and Appendix F respectively.
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PARRY SOUND POWER CORPORATION

BALANCE SHEET

AS AT DECEMBER 31, 2010

W ith comparative for the twelve months ending December 31, 2009

Current

Cash

Accounts receivable
Accrued revenue
Prepaid Expenses
Inventory

Capital Assets

Other
Regulatory Assets
Long Term Investments

Current
Accounts payable
Other current liabilities

Due to Town of Parry Sound - Water and Sewage

Other

ASSETS

LIABILITIES

Long-term portion of customer deposits

Promissory Note - Town of Parry Sound - 7.25%

Total Liabilities

Retained earnings (deficit)

SHAREHOLDER'S EQUITY

Share capital - 2,433,727 common shares

Balance beginning of period
Net income (loss) for the period

Balance, end of the period

Total shareholder equity

Parry Sound Power Corporation

EB-2010-0140

Exhibit 1
Tab 3

Schedule 2

Appendix E

Page 2 of 3

Filed: October 15, 2010

Unaudited

December December
2010 2009
531,357 592,633
944,888 965,882
870,125 870,125
278,153 278,153
116,919 116,919
2,741,441 2,823,711
4,116,821 4,050,628
757,133 757,133
100 100
757,233 854,408
7,615,494 7,631,572
1,782,524 1,864,981
62,163 14,577
637,006 623,128
2,481,692 2,502,686
128,229 128,229
2,433,728 2,433,728
2,561,957 2,561,957
5,043,649 5,064,643
2,433,727 2,433,727
144,152 169,618
(6,033) (36,416)
138,118 133,202
2,571,845 2,566,929
7,615,494 7,631,572
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PARRY SOUND POWER CORPORATION
STATEMENT OF OPERATIONS

Parry Sound Power Corporation

FOR THE TWELVE MONTHS ENDING DECEMBER 31, 2010

With comparative for the twelve months ending December 31, 2009

Revenue
Power and regulatory charges - net of variance
Distribution Revenue

Cost of Power

Other operating revenue
Late payment charges

Interest earned

Pole rentals

Change of Occupancy charges
Miscellaneous income

Operations, maintenance & administraton expense
Distribution - Operations

Distribution - Maintenance

Billing and collecting

Community expense

Other administration & general

Regulatory asset interest

Amortization of capital assets

Net income before PILS and interest

Interest to Town of Parry Sound
PILS

Net income

EB-2010-0140
Exhibit 1

Tab 3
Schedule 2
Appendix E
Page 3 of 3

Filed: October 15, 2010

Unaudited

December December
2010 2009
$7,861,706 $ 7,386,826
1,843,792 1,677,652
9,705,498 9,064,478
7,861,706 7,386,826
1,843,792 1,677,652
15,433 17,984
5,505 15,505
36,381 36,381
27,880 26,050

- 22,292

85,200 118,212
54,737 57,300
445,310 283,648
358,982 377,839
14,600 21,616
551,175 507,652
12,175 11,993
350,054 384,027
1,787,032 1,644,074
141,959 151,790
176,444 176,444
(9,018) 11,762

$ (25,466) $ (36,416)
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PARRY SOUND POWER CORPORATION

BALANCE SHEET

AS AT DECEMBER 31, 2011

With comparative for the twelve months ending December 31,

Current

Cash

Accounts receivable
Accrued revenue
Prepaid Expenses
Inventory

Capital Assets

Other
Regulatory Assets
Long Term Investments

Current
Accounts payable
Other current liabilities

Due to Town of Parry Sound - Water and Sewage

Other

ASSETS

LIABILITIES

Long-term portion of customer deposits

Promissory Note - Town of Parry Sound - 7.25%

Total Liabilities

Retained earnings (deficit)

SHAREHOLDER'S EQUITY

Share capital - 2,433,727 common shares

Balance beginning of period
Net income (loss) for the period

Balance, end of the period

Total shareholder equity

Parry Sound Power Corporation
EB-2010-0140

Exhibit 1

Tab 3
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Unaudited

December December
2011 2010
(195,654) $ 531,357
944,888 944,888
870,125 870,125
278,153 278,153
116,919 116,919
2,014,430 2,741,441
4,875,332 4,116,821
757,133 757,133
100 100
757,233 757,233
7,646,994 $ 7,615,494
1,782,524 $ 1,782,524
62,163 62,163
637,006 637,006
2,481,692 2,481,692
128,229 128,229
2,433,728 2,433,728
2,561,957 2,561,957
5,043,649 $ 5,043,649
2,433,727 $ 2,433,727
467,200 144,152
(297,581.68) (6,033)
169,618 138,118
2,603,345 2,571,845
7,646,994 $ 7,615,494




PARRY SOUND POWER CORPORATION
STATEMENT OF OPERATIONS

Parry Sound Power Corporation

FOR THE TWELVE MONTHS ENDING DECEMBER 31, 2011

With comparative for the twelve months ending December 31, 2010

Revenue
Power and regulatory charges - net of variance
Distribution Revenue

Cost of Power

Other operating revenue
Late payment charges

Interest earned

Pole rentals

Change of Occupancy charges
Miscellaneous income

Operations, maintenance & administraton expense
Distribution - Operations

Distribution - Maintenance

Billing and collecting

Community expense

Other administration & general

Regulatory asset interest

Amortization of capital assets

Net income before PILS and interest

Interest to Town of Parry Sound
PILS

Net income

EB-2010-0140
Exhibit 1

Tab 3
Schedule 2

Appendix F
Page 3 of 3
Filed: October 15, 2010
Unaudited
December December
2011 2010
$8,011,052 $ 7,861,706
2,629,743 1,843,792
10,640,795 9,705,498
8,011,052 7,861,706
2,629,743 1,843,792
15,433 15,433
5,505 5,505
36,381 36,381
27,880 27,880
85,200 85,200
46,801 54,737
518,258 445,310
395,022 358,982
13,423 14,600
821,914 551,175
8,278 12,175
389,525 350,054
2,193,221 1,787,032
521,722 141,959
176,444 176,444
47,696 (9,018)
$ 297,582 $ (25,466)
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RECONCILIATION BETWEEN PRO FORMA STATEMENTS AND REVENUE DEFICIENCY
STATEMENTS
PSP advises the 2009 Audited Financial Statements do not vary from the regulatory financial results filed
in this Application, a reconciliation between the financial statements and financial results filed has not been

provided.

2011 Test Year Pro forma net income differs from deemed net income as a result of deemed and actual
interest expense, other interest, and SSS revenue. The following chart provides a reconciliation of 2011

Pro Forma Statements and the Revenue Deficiency Statements.

DEEMED NET INCOME $ 235,102 A
Deemed Interest $ 247,203
ActuallnterestLong Term $ 176,444

$ 70,759 B
Other Interest $ 8,278 Cc
NET INCOME PER INCOME STATEMENT $ 297,582 A+ B -C




Parry Sound Power Corporation
EB-2010-0140

Exhibit 2

Index

Page 1 of 1

Filed: October 15, 2010

Exhibit Tab Schedule Appendix Contents
2 — Rate Base
1 Overview
Rate Base Overview

2 Variance Analysis on Rate Base Table

2 Gross Assets — Property, Plant and
Equipment Accumulated Depreciation

Continuity Statements
Gross Assets Table

Variance Analysis on Gross Assets
Assignment of Capital Projects to USoA

4 Accumulated Depreciation Table

Variance Analysis on Accumulated
Depreciation

3 Capital Budget
Introduction
2 Asset Management Plan Summary
A Asset Management Plan
3 Capitalization Policy

Service Quality & Reliability Performance

4 Allowance for Working Capital
1 Overview and Calculation by Account
B Cost of Power Calculation



~N o o A W

(o)

10
11

12
13

14

15
16

17

18
19

Parry Sound Power Corporation
EB-2010-0140

Exhibit 2

Tab 1l

Schedule 1

Page 1 of 7

Filed: October 15, 2010

RATE BASE:
Rate Base Overview:

The rate base used for the purpose of calculating the revenue requirement used in this
Application follows the definition used in the 2006 EDR Handbook as an average of the net book
value of fixed assets at the beginning and the end of the 2011 Test Year, plus a working capital
allowance, which is 15% of the sum of the cost of power and controllable expenses in the test

year.

The net fixed assets include those distribution assets that are associated with activities that
enable the conveyance of electricity for distribution purposes. PSP’s rate base calculation
excludes any non-distribution assets. Controllable expenses include operations and

maintenance, billing and collecting and administration expenses.

PSP has provided its rate base calculations for the years 2006 Board Approved, 2006 Actual,
2007 Actual, 2008 Actual, 2009 Actual, 2010 Bridge Year and 2011 Test Year in Table 1 below.

PSP has calculated its 2011 rate base as $  5.967,047

Table 1
Summary of Rate Base
o 2006 OEB :
Description 2006 Actual | 2007 Actual | 2008 Actual | 2009 Actual [ 2010 Bridge| 2011 Test
Approved

Gross Fixed Assets 9,745,106 10,478,190 10,593,476 10,705,755 10,905,930 11,083,150 12,294,932
Accumulated
Depreciation 5,176,801 6,106,367 6,487,600 6,761,274 6,855,301 6,966,329 7,419,600
Net Book Value 4,568,305 4,371,823 4,105,876 3,944,481 4,050,629 4,116,821 4,875,332
Average Net Book Value 4,568,305 4,503,933 4,238,849 4,025,179 3,997,555 4,083,725 4,496,076
Working Capital 6,494,285 7,727,173 7,716,086 7,843,223 7,991,868 9,286,509 9,806,469
Working Capital
Allowance 974,143 1,159,076 1,157,413 1,176,483 1,198,780 1,392,976 1,470,970
Rate Base 5,542,448 5,663,009 5,396,262 5,201,662 5,196,335 5,476,701 5,967,047

PSP has provided a summary of its calculations of the cost of power and controllable expenses

used in the calculations for determining working capital for the years 2006 Board Approved, 2006
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Actual, 2007 Actual, 2008 Actual, 2009 Actual, 2010 Bridge Year and 2011 Test Year in Table 2,

below.
Table 2
Summary of Working Capital
L. 2006 OEB ]
Description 2006 Actual | 2007 Actual | 2008 Actual | 2009 Actual | 2010 Bridge | 2011 Test
Approved
Cost of Power 5,488,083 6,690,629 6,606,776 6,627,109 6,746,090 7,861,706 8,011,052
Operations 66,823 51,120 63,190 57,279 57,300 54,737 46,801
Maintenance 168,838 213,937 266,047 268,637 283,648 445310 518,258
Billing & Collecting 283,052 375,543 342,601 373,628 380,463 358,082 395,022
Community Relations 13,011 30,656 89,801 52,381 21,616 14,600 13,423
Administration &
General Expense 474,477 365,288 347,580 464,189 502,752 551,175 821,914
Property Taxes 0 0 0 0 0 0 0
Working Capital 6,494,284 7,727,173 7,716,086 7,843,223 7,991,868 9,286,509 9,806,469

Parry Sound Power Corporation Distribution System:

PSP owns and operates the electricity distribution system in its licensed service area in the Town
of Parry Sound, serving approximately 2,751 Residential, 629 General Service, Street Light for
the Town of Parry Sound and a small number of Sentinel Light and Unmetered Scattered Load

customers/connections.

PSP is supplied through the Hydro One Networks Inc. (“HONI”) transmission system. Electricity is
then distributed through PSP’s service area of 15 square kilometres with over 11 kilometres of
underground cable and 117 kilometres of overhead conductor. PSP delivers electricity at its
primary supply voltage of 12.4 Kv and 4.16 Kv. to all our General Service and Residential
customers. Primary voltage is stepped down through 5 PSP-owned distribution stations to service
General Service (347/600 wye 600 delta, 240 delta, 120/208 wye, three phase loads) and
Residential (120/240 single phase load) customers. Voltage is stepped down from the 12.4Kv

and 4.16 kV primary feeders through approximately 600 LDC owned distribution transformers.
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PSP is moving towards the capital and maintenance objectives as described in our Asset
Management Plan to manage our distribution system. The Green Energy Act is moving Ontario

toward a Smart Grid which will allow customers with generation to connect.

PSP owns and maintains approximately 3,600 meters installed on our customers’ premises for the
purpose of measuring consumption of electricity for billing purposes. PSP through its Smart
Meter Initiative has installed: 2,768 Residential, 509 GS<50, Smart Meters within our service
territory. PSP is also installing Smart Meters within its GS>50 rate group. PSP will continue to
deploy this technology as meters for all customer classes and types become available. PSP will
be integrating with the Provincial MDMR in mid 2011 as part of the Province of Ontario’s smart
meter initiative. On June 25, 2010, Ontario Regulation 235/08 was filed by the Ontario Provincial
Government giving Parry Sound Power Corporation authorization to proceed with its first phase of
Smart Meter installation. PSP is also requesting an increase in the smart meter rate funder.

In managing its distribution system assets, PSP’s main objective is to optimize performance of the
assets at a reasonable cost with due regard for system reliability, public & worker safety and
customer service requirements. This Application incorporates PSP’s 2011 Capital and Expense

Budgets in determining the revenue requirement to bring these plans to fruition.

In addition to the capital needs of the network, PSP provides for maintenance planning for the

assets.

PSP’s assets fall into two broad categories —

1. Distribution plant, which includes assets such as substations, wires, overhead and

underground electricity distribution infrastructure, transformers, and meters

2. General plant which includes assets such as, office furniture and fixtures, computer

equipment and software.

More detailed lists of distribution and general plant categories can be found in the Gross
Assets Table at Exhibit 2.
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Capital Projects:

PSP’s capital budget items detailed in our asset management plan include:

e Customer Demand:

These are projects that PSP undertakes to meet its customer service obligations in accordance
with the OEB'’s Distribution System Code (the “DSC”) and Conditions of Service. Activities
include connecting new customers and building new subdivisions. Capital contributions toward the
cost of these projects are collected by PSP in accordance with the DSC and the provisions of its
Conditions of Service. PSP uses the economic evaluation methodology from the DSC to
determine the level of capital contribution for each project and those levels are injected into the
annual capital budget.

e Renewal:

Renewal projects are completed when assets reach their end of useful life and must be replaced.
PSP completes visual inspections of its plant and performs predictive testing on certain assets
where such testing is available, and replaces assets based on these inspection and testing
activities if warranted. In some cases the projects involve spot replacement of assets; in others,
the projects involve complete asset replacement within a geographic area. New assets require

less maintenance, deliver better reliability and reduce safety risks to the general public.

e Security:

The probability and impact of asset failure are considered at peak load to determine the risk the
failure creates. In these cases, projects are developed to add switching devices or create a

backup feeder supply to reduce the risk to typical restoration times.

e Capacity:

Load growth caused by new customer connections and increased demand of existing customers
over time can result in a need for capacity improvements on the system. Projects can take the

form of new or upgraded feeders, transformers or voltage conversion projects, substations or
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transformer stations. These projects are not customer-specific, but rather, they benefit many

customers.

e Reliability:

The main driver for these investments is an analysis of what measures could be undertaken to
continue our reliability performance as measured by SAIDI, SAIFI and CAIDI indices. These
indices are indicators of the reliability of PSP’s distribution system. These activities will support
maintenance of or improvement to the Service Quality Indices measured and submitted to the
OEB each year. The Asset Management Report provided later in this exhibit supports the capital
and maintenance programs needed to maintain and enhance the reliability of our distribution
system.

e Regulatory Requirements:

These projects are system capital investments, which are being driven by regulatory
requirements. These requirements may include, among others, directions from the OEB, the
IESO, the Ministry of Energy or the Ministry of Environment and the Town of Parry Sound. PSP
has also placed into this category those projects relating to the elimination of long-term load

transfers pursuant to the DSC.

e Substations:

The metering station(s) identified as MS1 and MS2 have reached the end of

their service lives. The 4160/2400 V distribution system feeds the majority of the downtown core.
Both MS1 and MS2 provide service to 5 feeders. The plans for this construction project involve
locating on a property adjacent to the current site. The voltage of these metering stations will
remain the same allowing for redundant supply to MS4. Continuation of this conversion program
will maximize the amount of the distributed generation allowed to connect under the Green

Energy Act.

e Customer Connections and Metering:

Capital expenditures in this area allow PSP to continue to provide our customers with reliable safe

supply of power.
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PSP as shown in our asset management plan have budgeted our capital and maintenance
programs. Management plans to follow this report in as much detail as possible. Budgeted capital
projects are usually (unless otherwise scheduled for multiple years) intended to be completed in
the calendar year. However, there are projects which do not get completed in the calendar year
and have costs allocated to them in subsequent years. When a project is carried over from one
year to the next it is not re-budgeted in the following year. The reasons for not completing a
project in the calendar year would include but not limited to resource availability and deployment.
PSP’s capital projects for the 2011 Test Year are discussed in further detail below. PSP has
provided project-specific justifications in Exhibit 2. Written explanations have been provided for
rate base related variances. PSP has provided the explanations exceeding the filing requirement
materiality levels as outlined.

Gross Assets — Property, Plant and Equipment and Accumulated Depreciation:

The 2010 Bridge and 2011 Test Years' gross asset balances reflect the capital expenditure
programs forecast for both years. An analysis of our 2006 to 2011 capital programs are described

in detail in PSP’s written evidence.

The following comments provide an overview of PSP’s budgeting process.

e Overall Budget Process:

As described earlier in the application PSP does not have a formal documented budget process
or a written capital policy. In 2009 PSP engaged subject matter experts to assist with an asset
management and maintenance plan, a corporate strategy and an organization to meet regulatory
requirements to become compliant with the Affiliate Relationship Code and to maximum our value
to the customers and the shareholder. Management is committed to ensuring all resources are in

place to enable an efficient reliable system.

e Responsibilities:

> |t will be the responsibility of each department to coordinate all efforts to ensure the

operating budget and capital budget are meet.
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> Management is responsible for presenting and recommending the budget to the Board of

Directors for approval.

> It is the responsibility of the Board of Directors, on behalf of the shareholder, to approve
the budget.

The budget will become an important planning tool. PSP will combine capital and operational
plans into a common financial strategy. The appropriate resources are designated for the various

capital and operational needs of the utility for the coming year.
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RATE BASE VARIANCE ANALYSIS:
The following Table 1 sets out PSP’s rate base and working capital calculations for 2006 Board
Approved and Actual, 2007 Actual, 2008 Actual, 2010 Bridge Year and 2011 Test Year, and the
following variances:
e 2006 Actual against 2006 Board Approved;
e 2007 Actual against 2006 Actual;
e 2008 Actual against 2007 Actual
e 2009 Actual against 2008 Actual
e 2010 Bridge Year against 2009 Actual; and
e 2011 Test Year against 2010 Bridge Year.
Table 1
Summary of Rate Base
Description i?)op)(arg\)/ilz 2006 Actual | 2007 Actual | 2008 Actual | 2009 Actual | 2010 Bridge| 2011 Test
Gross Fixed Assets 9,745,106 10,478,190 10,593,476 10,705,755 10,905,930 11,083,150 12,294,932
Accumulated
Depreciation 5,176,801 6,106,367 6,487,600 6,761,274 6,855,301 6,966,329 7,419,600
Net Book Value 4,568,305 4,371,823 4,105,876 3,944,481 4,050,629 4,116,821 4,875,332
Average Net Book Value 4,568,305 4,503,933 4,238,849 4,025,179 3,997,555 4,083,725 4,496,076
Working Capital 6,494,285 7727173 7,716,086 7,843,223 7,991,868 9,286,509 9,806,469
Working Capital
Allowance 974,143 1,159,076 1,157,413 1,176,483 1,198,780 1,392,976 1,470,970
Rate Base 5,542,448 5,663,009 5,396,262 5,201,662 5,196,335 5,476,701 5,967,047
PSP notes that the 2006 OEB Approved rate base was determined through the 2006 EDR
process and is based on the 2004 year end rate base adjusted for Tier 1 Adjustments.
Accordingly, the variance between 2006 Actual and 2006 OEB Approved spans a two-year
period.
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The 2011 Base Revenue Requirement for PSP is $2,613,957

therefore the materiality
threshold on its rate base to be $50,000 for 2011 in accordance with the Filing Requirements

(distributors with a distribution revenue requirement of less than or equal to $10 million).

PSP offers the following comments in respect of the relevant variances identified above and

explains projects under the materiality where relevant.
2011 Test Year:

As shown in Table 1 above, the total rate base in the 2011 test year is forecast to be

$ 5,967,047

Average net fixed assets accounts for $ 4,496,076 of this total. The

1,470,970

allowance for working capital totals $ and has been calculated as 15% of the

sum of the cost of power and controllable expenses.

e 2011 Test Year vs. 2010 Bridge Year:

The total rate base is expected to be $ 490,345 higher in the 2011 Test Year than in the

2010 Bridge Year. This increase is attributable primarily to an increase in average net fixed

412,352

assets of $ The increase in fixed assets along with the required detailed

information for projects is discussed in detail by capital project in Exhibit 2.

The working capital allowance increased by $ 77,994 from the 2010 Bridge Year. A
detailed calculation of the working capital allowance for the 2011 Test Year can be found at
Exhibit 2.

e 2010 Bridge Year vs. 2009 Actual:

The total rate base for the 2010 Bridge Year is expected to be $ 5476,701 " \yhich

represents an increase of $ 280,366 gyer the 2009 Actual year. This change results in part

86,170

from an increase in average net assets of $ This increase is primarily due to

capital expenditures. The working capital allowance increased by $ 194,196 from 2009. A
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detailed calculation of the working capital allowance for the 2010 Bridge Year can be found at
Exhibit 2.

e 2009 Actual vs. 2008 Actual:

The rate base of $ °2196:335 for the 2008 actual year is a decrease over 2008 of

g (6327 The decrease results from a decrease in average net value of

$ (27.624)  for 2009 year. The 2009 working capital allowance of $ 1,198,780 j5 an

22,297

increase over 2008 actual of $ . Detailed calculations follow later in this exhibit.

e 2008 Actual vs. 2007 Actual:

The rate base of $ 2201662 or 2008 Actual decrease from 2007 Actual of $  (194.600)

This decrease is a change in average net assets of $ (213671) a5 a result of capital

expenditures. Detailed information for these projects can be found in Exhibit 2. The working

capital allowance increased by $ 19,071

e 2007 Actual vs. 2006 Actual:

The rate base of $ 2:396.262  for 2007 Actual decreased over 2006 Actual by $  (266.746)
This decrease is made up of a change in average net assets of $ (265,083) a5 a result of

capital expenditures. The working capital allowance decreased by $ (1,663)

e 2006 Actual vs. 2006 Board Approved:

The rate base of $ °:863.009  for 2006 Actual was higher than the 2006 Board Approved by

¢ 120561 The difference reflects the fact that the 2006 Board Approved amounts were

calculated as the average of the 2003 and 2004 actual amounts.



Parry Sound Power Corporation
EB-2010-0140

Exhibit 2

Tab 1l

Schedule 2

Page 4 of 4

Filed: October 15, 2010

The variance between the 2006 Actual and the 2006 Board Approved included the difference

between the 2004 actual and the 2006 Board Approved amounts as well as the 2005 normal
investments. The working capital allowance for 2006 actual of $ 1.159,076 js higher than

Board approved by $ 184,933 pecause of the averaging.



CONTINUITY STATEMENTS:

Parry Sound Power Corporation
EB-2010-0140
Exhibit 2

Tab 2

Schedule 1
Page 1 of 6
Filed: October 15, 2010

Table 1
Fixed Asset Continuity Schedule (Distribution & Operations)
As at December 31, 2006
Gross Costs Accumulated Depreciation
CCA Opening Closing
Class | OEB Description Balance Additions | Disposals [ Closing Balance || Opening Balance | Additions | Disposals Balance  |Net Book Valug)
1606 |Organization 361,043 361,043 69,516 48,588 118,104 242,938
N/A | 1805 |Land 74,305 74,305 0 74,305
CEC | 1806 |Land Rights 35,048 0 35,048 34,588 2 34,608 440
1 | 1808 [Buildings and Fixtures 0 0 0 0
1810 |Leasehold Improvements 0 0 0
1815 | Transformer Station Equipment - Normally Primary above 50 kV 0 0 0
1 | 1820 |Distribution Station Equipment - Normally Primary below 50 kV 1,585,610 14910 1,600,520 910,792 48,299 959,092 641,428
1825 |Storage Battery Equipment 0 0 0
1 | 1830 [Poles, Towers and Fixtures 1,469,019 24,567 1,493,586 843737 50,730 894,467 599,119
1 | 1835 |Overhead Conductors and Devices 2,149,700 22,956 2,172,656 1,243,749 73512 1,317,261 855,395
1 | 1840 |Underground Conduit 567,845 24,151 591,997 240713 2,775 263,489 328,508
1 | 1845 |Underground Conductors and Devices 726,120 28,144 754,264 307,546 28,996 336,042 47,722
1 | 1850 |Line Transformers 2,032,089 44,230 2,076,319 1,162,362 66,185 1,228 547 847,173
1 | 1855 |Services 1,225,885 14,759 1,240,644 680,199 43211 723410 517,234
1 | 1860 [Meters 466,004 13,709 479713 284,963 13,844 298,807 180,905
1865 |Other Installations on Customer's Premises 0 0 0
N/A | 1905 |Land 0 0 0
CEC | 1906 |Land Rights 0 0 0
1 | 1908 [Buildings and Fixtures 0 0 0
1910 |Leasehold Improvements 0 0 0
8 | 1915 |Office Furniture and Equipment 0 0 0
45 | 1920 |Computer Equipment - Hardware 0 0 0
12 | 1925 |Computer Software 0 0 0
10 | 1930 |Transportation Equipment 0 0 0
10 | 1935 |Stores Equipment 0 0 0
8 | 1940 |Tools, Shop and Garage Equipment 0 0 0
1945 |Measurement and Testing Equipment 0 0 0
1950 [Power Operated Equipment 0 0 0
10 | 1955 |Communication Equipment 0 0 0
1960 |Miscellaneous Equipment 0 0 0
1970 [Load Management Controls - Customer Premises 0 0 0
1975 [Load Management Controls - Utility Premises 0 0 0
1980 |System Supervisory Equipment 0 0 0
1985 |Sentinel Lighting Rentals 0 0 0
1990 |Other Tangible Property 0 0 0
1 | 1995 [Contributions and Grants (330,342) (71,562) (401,903) (51,883) (16,076) (67,959) (333,944)
2005 |Property under Capital Lease 0 0 0
Total before Work in Process 10,362,325 115,865 10,478,190 5,726,283 380,084 6,106,367 4,371,823
WIP Work in Process 0 0 0 0 0
Total after Work in Process 10,362,325 115,865 10,478,190 5,726,283 380,084 6,106,367 4,371,823
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Table 2
Fixed Asset Continuity Schedule (Distribution & Operations)
As at December 31, 2007
Cost Accumulated Depreciation
CCA Opening Opening Closing
Class | OEB Description Balance Additions Disposals | Closing Balance Balance|  Additions|  Disposals Balance|Net Book Value
1606 | Organization 361,043 361,043 118,104 48,588 166,692 194,351

N/A | 1805 | Land 74,305 74,305 0 0 74,305
CEC | 1806 | Land Rights 35,048 35,048 34,608 2 34,628 420
1 | 1808 |Buidings and Fixtures 0 0 0 0 0
0 | 1810 | Leasehold Improvements 0 0 0 0 0
0 | 1815 | Transformer Station Equipment - Normally Prim 0 0 0 0 0
1 | 1820 | Distribution Station Equipment - Normally Prima| 1,600,520 1,600,520 959,092 48,299 1,007,391 593,129
0 | 1825 | Storage Battery Equipment 0 0 0 0 0
1 | 1830 | Poles, Towers and Fixtures 1,493 586 27,609 1,521,195 894,467 50,892 945,360 575,836
1 [ 1835 | Overhead Conductors and Devices 2,172,656 12,965 2,185,621 1,317,261 72,632 1,389,893 795,728
1 | 1840 | Underground Conduit 591,997 238 592,235 263489 22,185 286,274 305,961
1 | 1845 | Underground Conductors and Devices 754,264 9,514 763,717 336,542 29377 365,919 307,858
1 | 1850 |Line Transformers 2,076,319 60,601 2,136,920[| 1208547 68,609 1,297,155 839,765
1 | 1855 | Senices 1,240,644 25,856 1,266,500 723410 43634 767,04 499,457
1 | 1860 | Meters 479,113 10,781 490,493 298,807 13,763 32511 177,922
0 | 1865 | OtherInstallations on Customer's Premises 0 0 0 0 0
N/A | 1905 | Land 0 0 0 0 0
CEC | 1906 | Land Rights 0 0 0 0 0
1 | 1908 | Buildings and Fixtures 0 0 0 0 0
0 | 1910 | Leasehold Improvements 0 0 0 0 0
8 | 1915 | Office Furniture and Equipment 0 0 0 0 0
45 | 1920 | Computer Equipment - Hardware 0 0 0 0 0
12 | 1925 | Computer Software 0 0 0 0 0
10 | 1930 | Transportation Equipment 0 0 0 0 0
10 | 1935 | Stores Equipment 0 0 0 0 0
8 | 1940 | Tools, Shop and Garage Equipment 0 0 0 0 0
0 | 1945 | Measurement and Testing Equipment 0 0 0 0 0
0 | 1950 | Power Operated Equipment 0 0 0 0 0
10 | 1955 | Communication Equipment 0 0 0 0 0
0 | 1960 | Miscellaneous Equipment 0 0 0 0 0
0 | 1970 | Load Management Controls - Customer Premisq 0 0 0 0 0
0 | 1975 | Load Management Controls - Utilty Premises 0 0 0 0 0
0 | 1980 | System Supervisory Equipment 0 0 0 0 0
0 [ 1985 | Sentinel Lighting Rentals 0 0 0 0 0
0 | 1990 | Other Tangible Property 0 0 0 0 0
1 | 1995 | Contributions and Grants (401,903) (32,218) (434,181) (67959 (17,367) (85,326) (348,855)
0 | 2005 | Property under Capital Lease 0 0 0 0 0

Total before Work in Process 10478190 115,286 0 10593476/|  6106367| 381233 0 6487600 4105876
WIP | 0 | WorkinProcess 0 0 0 0 0 0 0

Total after Work in Process 10478190 115,286 0 10593476||  6106367| 381,233 0| 6487600 4105876
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Table 3
Fixed Asset Continuity Schedule (Distribution & Operations)
As at December 31, 2008
Cost Accumulated Depreciation
CCA Opening Closing
Class [ OEB Description Balance [ Additions | Disposals | Closing Balance||Opening Balance| Additions | Disposals | Balance | Net Book Value
1606 | Organization 361,043 361,043 166,692 48588 215,280 145,763
N/A | 1805 | Land 74,305 74,305 0 0 74,305
CEC | 1806 | Land Rights 35,048 35,048 34,628 20 34,648 400
1 | 1808 |Buildings and Fixtures 0 0 0 0 0
0 | 1810 | Leasehold Improvements 0 0 0 0 0
0 | 1815 | Transformer Station Equipment - Normally Primg 0 0 0 0 0
1 | 1820 | Distribution Station Equipment - Normally Primal 1,600,520 419.407) 180,000 1,839,926 1,007,391, 49290 102,000 954,681 885,245
0 | 1825 | Storage Battery Equipment 0 0 0 0 0
1 | 1830 | Poles, Towers and Fixtures 1,521,195 47,057 1,568,253 945,360 50,192 995,552 572,701
1 1835 | Overhead Conductors and Devices 2,185,621 94,747 2,280,368 1,389,893 72,089 1,461,982 818,386
1 | 1840 | Underground Conduit 502,235 592,235 286,274 22,785 309,059 283,176
1 | 1845 | Underground Conductors and Devices 763,777 11,566 775,343 365,919 29,608 395,527 379,816
1 | 1850 |Line Transformers 2,136,920 8,497 2,145,417 1,297,155 68,779 1,365,934 779,483
1 | 185 | Services 1,266,500 26,121 1,092,622 767,044 43,001 810,135 482,487
1 | 1860 |Meters 490,493 42,781 533,280 3125711 14,619 327,190 206,090
0 | 1865 | Other Installations on Customer's Premises 0 0 0 0 0
N/A | 1905 | Land 0 0 0 0 0
CEC | 1906 | Land Rights 0 0 0 0 0
1 [ 1908 | Buildings and Fixtures 0 0 0 0 0
0 | 1910 | Leasehold Improvements 0 0 0 0 0
8 | 1915 | Office Fumiture and Equipment 0 0 0 0 0
45 | 1920 | Computer Equipment - Hardware 0 0 0 0 0
12 | 1925 | Computer Software 0 0 0 0 0
10 | 1930 | Transportation Equipment 0 0 0 0 0
10 | 1935 | Stores Equipment 0 0 0 0 0
8 [ 1940 | Tools, Shop and Garage Equipment 0 0 0 0 0
0 [ 1945 | Measurement and Testing Equipment 0 0 0 0 0
0 | 1950 | Power Operated Equipment 0 0 0 0 0
10 | 1955 | Communication Equipment 0 0 0 0 0
0 | 1960 | Miscellaneous Equipment 0 0 0 0 0
0 [ 1970 | Load Management Controls - Customer Premisq 0 0 0 0 0
0 | 1975 | Load Management Controls - Utilty Premises 0 0 0 0 0
0 | 1980 | System Supervisory Equipment 0 0 0 0 0
0 | 1985 | Sentinel Lighting Rentals 0 0 0 0 0
0 | 1990 | Other Tangible Property 0 0 0 0 0
1| 1995 | Contributions and Grants (434,180 (357,904) (792,085) (85,326  (23387) (108,714) (683,371)
0 | 2005 | Property under Capital Lease 0 0 0 0 0
Total before Work in Process 10,593476 292,279] 180,000 10,705,755 6,487,600 375,674] 1020000 6,761,274 3,944,481
WIP Work in Process 0 0 0 0 0
Total after Work in Process 10,593,476 292,219 180,000 10,705,755 6,487,600 375,674 102,000 6,761,274 3,944,481
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Table 4
Fixed Asset Continuity Schedule (Distribution & Operations)
As at December 31, 2009
Cost Accumulated Depreciation
CCA Closing
Class | OEB Description Opening Balance|  Additions Disposals | Closing Balance || Opening Balance | Additions | Disposals Balance  |Net Book Value
1606 | Organization 361,043 361,043 215,280 48,588 263,867 97,175

N/A | 1805 | Land 74,305 74,305 0 0 74,305
CEC | 1806 | Land Rights 35,048 35,048 34,648 2 34,668 380
47 | 1808 | Buildings and Fixtures 0 0 0 0 0
13 | 1810 | Leasehold Improvements 0 0 0 0 0
47 | 1815 | Transformer Station Equipment - Normally Prima] 0 0 0 0 0
47 | 1820 | Distribution Station Equipment - Normally Primar 1,839,926 3930 1,843,857 954,681 56,346 1,011,027 832,829
47 | 1825 | Storage Battery Equipment 0 0 0 0 0
47 | 1830 | Poles, Towers and Fixtures 1,568,253 124,286 1,692,539 995,552 52,553 1,048,105 644,434
47 | 1835 | Overhead Conductors and Devices 2,280,368 56,979 2,331,347 1,461,982 73,539 1,535,521, 801,826
47 | 1840 | Underground Conduit 592,235 592,235 309,059 22,785 331,844 260,391
47 | 1845 | Underground Conductors and Devices 775,343 1,287 776,630 395,527 29,865, 425,393 351,238
47 | 1850 | Line Transformers 2,145417 51,683 2,197,100 1,365,934 69,982 1,435,917 761,183
47 | 1855 | Senices 1,092,622 20,185 1,312,807 810,135 43,326 853,461 459,346
47 | 1860 [ Meters 533,280 152,960 284,625 401,615 321,190 8,502 290,000 45,691 355923
NIA | 1865 | Other Installations on Customer's Premises 0 0 0 0 0
N/A | 1905 | Land 0 0 0 0 0
CEC | 1906 | Land Rights 0 0 0 0 0
47 | 1908 | Buildings and Fixtures 0 0 0 0 0
13 | 1910 | Leasehold Improvements 0 0 0 0 0
8 | 1915 | Office Furniture and Equipment 0 0 0 0 0
52 | 1920 | Computer Equipment - Hardware 0 16,674 16,674 0 6,343 6,343 10,331
12 | 1925 | Computer Sofware 0 63,433 63,433 0 1,667 1,667 61,766
10 | 1930 | Transportation Equipment 0 0 0 0 0
8 | 1935 | Stores Equipment 0 0 0 0 0
8 | 1940 | Tools, Shop and Garage Equipment 0 0 0 0 0
8 | 1945 | Measurement and Testing Equipment 0 0 0 0 0
8 | 1950 |Power Operated Equipment 0 0 0 0 0
8 | 1955 | Communication Equipment 0 0 0 0 0
8 | 1960 | Miscellaneous Equipment 0 0 0 0 0
47 | 1970 | Load Management Controls - Customer Premiseg 0 0 0 0 0
47 | 1975 | Load Management Controls - Utility Premises 0 0 0 0 0
47 | 1980 | System Supervisory Equipment 0 0 0 0 0
47 | 1985 | Sentinel Lighting Rentals 0 0 0 0 0
47 | 1990 | Other Tangible Property 0 0 0 0 0
47 | 1995 | Contributions and Grants (792,085) (6,618) (798,703) (108,714) (29,490) (138,204) (660,499)
0 | 2005 | Property under Capital Lease 0 0 0 0 0

Total before Work in Process 10,705,755 484,800 284,625 10,905,930 6,761,274 384,027 290,000 6,855,301 4,050,629
WIP Work in Process 0 0 0 0 0

Total after Work in Process 10,705,755 484,800 284,625 10,905,930 6,761,274 384,027 290,000 6,855,301 4,050,629
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Table 5
Fixed Asset Continuity Schedule (Distribution & Operations)
As at December 31, 2010
Cost Accumulated Depreciation
CCA Closing
Class | OEB Description Opening Balance|  Additions Disposals | Closing Balance || Opening Balance | Additions | Disposals Balance  |Net Book Value
1606 | Organization 361,043 361,043 0 263,867 0 263,867 0 0
N/A | 1805 |Land 74,305 74,305 0 0 74,305
CEC | 1806 |Land Rights 35,048 35,048 34,668 20 34,688 360
47 | 1808 [Buildings and Fixtures 0 0 0 0 0
13 | 1810 |Leasehold Improvements 0 0 0 0 0
47 | 1815 [Transformer Station Equipment - Normally Primar 0 0 0 0 0
47 | 1820 [Distribution Station Equipment - Normally Primary 1843857( 12,785 1,856,642 1,011,027 48,547 1,059,574 797,068
47 | 1825 |Storage Battery Equipment 0 0 0 0 0
47 | 1830 |Poles, Towers and Fixtures 1,692,539 139,039 1,831,577 1,048,105 56,361 1,104,466 721112
47 | 1835 |Overhead Conductors and Devices 2,331,347 36,663 2,374,009 1,535,521 73,244 1,608,764 765,245
47 | 1840 |Underground Conduit 592,235| 5,058 597,293 331,844 22,886 354,730 242,564
47 | 1845 |Underground Conductors and Devices 776,630] 9,351 785,981 425,393 30,078 455471 330,510
47 | 1850 |Line Transformers 21972000 17979 2,215,079 1,435,917 71,043 1,506,959 708,120
47 | 1855 [Services 1,312,807 4,001 1,316,829 853461 42,863 896,324 420,504
47 | 1860 [Meters 401,615 9,119 410,734 45,691 13,991 59,682 351,051
N/A | 1865 |Other Installations on Customer's Premises 0 0 0 0 0
N/A | 1905 |Land 0 0 0 0 0
CEC | 1906 |Land Rights 0 0 0 0 0
47 | 1908 [Buildings and Fixtures 0 0 0 0 0
13 | 1910 |Leasehold Improvements 0 0 0 0 0 0 0
8 | 1915 [Office Furniture and Equipment 0f 10,062 10,062 0 1,006 1,006 9,056
52 | 1920 [Computer Equipment - Hardware 16,674 6,164 22,838 6,343 4876 11,219 11,619
12 | 1925 |Computer Software 63433 26873 90,306 1,667 15,374 17,041 73,265
10 | 1930 |Transportation Equipment 0f 292235 292,235 0 24,646 24,646 267,589
8 | 1935 [Stores Equipment 0 0 0 0 0
8 | 1940 [Tools, Shop and Garage Equipment 0 1,955 1,955 0 195 195 1,759
8 | 1945 [Measurement and Testing Equipment 0 0 0 0 0
8 | 1950 [Power Operated Equipment 0 0 0 0 0
8 | 1955 [Communication Equipment 0 0 0 0 0
8 | 1960 [Miscellaneous Equipment 0 0 0 0 0
47 | 1970 [Load Management Controls - Customer Premises 0 0 0 0 0
47 | 1975 [Load Management Controls - Utility Premises 0 0 0 0 0
47 | 1980 [System Supervisory Equipment 0 0 0 0 0
47 | 1985 [Sentinel Lighting Rentals 0 0 0 0 0
47 | 1990 [Other Tangible Property 0 0 0 0 0
47 | 1995 |Contributions and Grants (798,703)]  (33,040) (831,743) (138,204) (30,234) (168,438) (663,305)
2005 Property under Capital Lease 0 0 0 0 0 0
Total before Work in Process 10,905,930 538,263 361,043 11,083,150 6,855,301 374,895 263,867 6,966,329 4,116,821
WIP Work in Process 0 0 0 0 0
Total after Work in Process 10,905,930 538,263 361,043 11,083,150 6,855,301 374,895 263,867 6,966,329 4,116,821
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Table 6
Fixed Asset Continuity Schedule (Distribution & Operations)
As at December 31, 2011
Cost Accumulated Depreciation

CCA Closing
Class | OEB Description Opening Balance|  Additions | Disposals | Closing Balance | Opening Balance | Additions | Disposals | Balance |NetBook Value

1606 | Organization 0 0 0 0 0 0
NA | 1805 | Land 74,306 74,305 0 0 74,305
CEC | 1806 | Land Rights 35,048 35,048 34,688 2 34,708 340
47 | 1808 | Buildings and Fixtures 0 0 0 0 0
13 | 1810 | Leasehold Improvements 0 0 0 0 0
47 | 1815 | Transformer Station Equipment - Normally Primar| 0 0 0 0 0
47 | 1820 | Distribution Station Equipment - Normally Primar 1,856,642 0 1,856,642 1,059,574 47,145 1107319 749,303
47 | 1825 | Storage Battery Equipment 0 0 0 0 0
47 | 1830 | Poles, Towers and Fixtures 1831577f 414729 2,246,306 1,104,466 65,088 1170453) 1,075,853
47 | 1835 | Overhead Conductors and Devices 2374009 236,19 2,610,204 1,608,764 76,549 1,685,313 924,801
47 | 1840 | Underground Conduit 597,293 64178 661,471 354,730 24,185 378,915 282,556
47 | 1845 | Underground Conductors and Devices 785,981 0 785,981 455411 30,154 485,625 300,356
47 | 1850 | Line Transformers 2215079] 15681 2,230,761 1,506,959 67,443 1574403 656,358
47 | 1855 | Senices 1,316,829 0 1,316,829 896,324 41,950 938,275 378 554
47 | 1860 | Meters 410,734 0 410,734 59,682 14,295 13971 336,756
N/A | 1865 | Other Installations on Customer's Premises 0 0 0 0 0
NA | 1905 | Land 0 0 0 0 0
CEC | 1906 | Land Rights 0 0 0 0 0
47 | 1908 | Buildings and Fixtures 0 0 0 0 0
6 | 1910 | Leasehold Improvements 0f 200,000 200,000 0 20,000 20,000 180,000
8 | 1915 | Office Fumiture and Equipment 10,062] 38499 48561 1,006 5,862 6,368 41692
52 | 1920 | Computer Equipment - Hardware 22838 10,500 33,338 11,219 74671 18,686 14,652
12 | 1925 | Computer Software 90,308] 7,000 97,306 17,041 18,761 35,803 61,504
10 | 1930 | Transportation Equipment 292,035 225,000 517,235 24,646 63,355 88,001 429,234
8 | 1935 | Stores Equipment 0 0 0 0 0
8 | 1940 | Tools, Shop and Garage Equipment 1,955 0 1,955 195 301 586 1,368
8 | 1945 | Measurement and Testing Equipment 0 0 0 0 0
8 | 1950 | Power Operated Equipment 0 0 0 0 0
8 | 1955 | Communication Equipment 0 0 0 0 0
8 | 1960 | Miscellaneous Equipment 0 0 0 0 0
47 ] 1970 | Load Management Controls - Customer Premiseg 0 0 0 0 0
47 | 1975 [ Load Management Controls - Utlity Premises 0 0 0 0 0
47 | 1980 [ System Supervisory Equipment 0 0 0 0 0
47 | 1985 [ Sentinel Lighting Rentals 0 0 0 0 0
47 | 1990 | Other Tangible Property 0 0 0 0 0
47 | 1995 [ Contributions and Grants (831,743) 0 (831,743) (168,438) (30,895) (199,332) (632,411)

2005 Property under Capital Lease 0 0 0 0 0

Total before Work in Process 11,083,150 1,211,782 12,204,932 6,066,329 453,211 0 74196000 487533
WIP Work in Process 0 0 0 0 0
Total after Work in Process 11,083,150 1,211,782 12,204,932 6,066,320 453271 0 74196000 487533
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Table 1
Gross Assets
Variance from|
2006 Board | 2006 Actual | 2006 Board | [ 2007 Actual |Variance from| [ 2008 Actual |Variance from| [ 2009 Actual [Variance from| | 2010 Bridge |Variance from) Variance from
Description Approved ($) $) Approved %) 2006 Actual $) 2007 Actual %) 2008 Actual $) 2009 Actual | [ 2011 Test ($)| 2010 Bridge
Land and Buildings
1606-Organization 361,043 | 361,043 0 361,043 361,043 361,043 (361,043)
1805-Land 74,305 74,305 0 74,305 74,305 74,305 74,305 74,305
1806-Land Rights 34,798 | 35,048 250 35,048 35,048 35,048 35,048 35,048
1808-Buildings and Fixtures
1810-Leasehold Improvements 200,000 200,000
Sub-Total-Land and Buildings 470,146 470,396 250 470,396 470,396 470,396 109,353 (361,043) 309,353 200,000
TS Primary Above 50
|1815-T Station Equipment - Normally Primary above 50 KV | | | | | | | | | | | | | | | | |
Sub-Total-TS Primary Above 50
DS
1820 Distribution Station Equipment - Normally Primary below 50kv | 1443,200] 1,600,520 | 157,220 | [ 1600520 | |[[1839.926 | 239407 |[ 1843857 | 3930 ][ 1856642 | 12785 ][ 1,856,642
Sub-Total-DS 1,443,290 1,600,520 157,229 1,600,520 1,839,926 239,407 1,843,857 3,930 1,856,642 12,785 1,856,642
Poles and Wires
1830-Poles, Towers and Fixtures 1,428,802 [ 1,493,586 (630,314) 1,521,195 27,609 1,568,253 47,057 1,692,539 124,286 1,831,577 139,039 2,246,306 414,729
1835-Overhead Conductors and Devices 2,123,900 | 2,172,656 1,614,939 2,185,621 12,965 2,280,368 94,747 2,337,347 56,979 2,374,009 36,663 2,610,204 236,195
1840-Underground Conduit 557,718 | 591,997 (131,583) 592,235 238 592,235 592,235 597,293 5,058 661,471 64,178
1845-Underground Conductors and Devices 723580 | 754,264 (1,245,998) 763,777 9,514 775,343 11,566 776,630 1,287 785,981 9,351 785,981
Sub-Total-Poles and Wires 4833999 5,012,502 (392,957) 5,062,828 50,326 5,216,199 153371 5,398,751 182,552 5,588,861 190,110 6,303,963 715,101
Line T
[1850-Line Transformers [ 2000262 | 2076319 | 878040 | [ 2136920 | 60601 |[ 2145417 | 8497 |[ 21971000 | 51683 | [ 2215079 | 17979 ][ 2230761 | 15681
Sub-Total-Line Transformers 2,000,262 2,076,319 878,040 2,136,920 60,601 2,145,417 8,497 2,197,100 51,683 2,215,079 17,979 2,230,761 15,681
Services and Meters
1855-Services | 1198280 [ 1240644 | 789354 | [ 1266500 | 25856 |[ 1202622 | 26,121 | [ 1312807 | 20185 | [ 1316829 | 4021 ][ 1316829 [ |
[1860-Meters | 451200 | 479713 | (1.169.857) | [ 490493 | 10781 || 533280 | 42787 | 401615 | (131665 | 410734 | 9119 | 410734 | |
Sub-Total-Services and Meters 1,649,570 1,720,357 (380,503) 1,756,994 36,637 1,825,902 68,908 1,714,422 (111,480) 1,727,562 13,140 1,727,562
General Plant
|1908'Buildings and Fixtures | | | | | | || | | | | | | | | | | |
|1910-Leasehold Improvements | | | | | | || | | | | | | | | | | |
Sub-Total-General Plant
IT Assets
1920-Computer Equipment - Hardware | [ [ | [ [ [ [ 16674 [ 16674 || 22838 [ 6164 |[ 33338 | 10500 |
1925-Computer Software | [ [ ] | [ | | ] 63433 [ 63433 || 90306 | 26873 || 97306 | 7,000 |
Sub-Total-IT Assets 80,108 80,108 113,144 33,036 130,644 17,500
Equipment
1915-Office Furniture and Equipment 10,062 10,062 48,561 38,499
1930-T Equipment 292,235 292,235 517,235 225,000
1935-Stores Equipment
1940-Tools, Shop and Garage Equipment 1,955 1,955 1,955
1945-Measurement and Testing Equipment
1950-Power Operated Equipment
1955-Communication Equipment
1960-Miscellaneous Equipment
Sub-Total-Equipment 304,251 304,251 567,750 263,499
Other Distribution Assets
1970-Load Management Controls - Customer Premises
1975-Load Controls - Utility Premises
1985-Sentinel Lighting Rental Units
1990-Other Tangible Property
1995-Contributions and Grants - Credit (201,118) | (401,903) | (401,903) (434,181) | (32,278) (792,085) | (357,904) (798,703) (6,618) (831,743) (33,040) (831,743)
2005-Property under Capital Lease
Sub-Total-Other Distribution Assets (291,118)  (401,903)  (401,903) (434,181)  (32,278) (792,085)  (357,904) (798,703) (6,618) (831,743) (33,040) (831,743)
GROSS ASSET TOTAL 10,106,149 10,478,190 (139,844) 10,593,476 115,286 10,705,755 112,279 10,905,930 200,174 11,083,150 177,220 12,294,932 1,211,782
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VARIANCE ANALYSIS ON GROSS ASSETS:

The Gross Asset Variance analysis for those variances highlighted in Table 1 of Exhibit
2, is provided as follows. PSP has selected to explain all variances from EDR Year
(2006) to Test Year (2011). The variance analysis is done on an account level basis by
job number. The job numbers are detailed by year and the accounts used per job are
listed. The 2006 EDR year to 2006 actual is explained by the averaging methodology
used by the 2006 EDR application process between 2003 & 2004 combined with 2005
and 2006 additions, this pertains to the capex as well as amortization. PSP will review
2005 to 2011 capex.

PSP has explained all capital jobs from 2005 to Test Year 2011.
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Summary of Jobs and Description
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Job Number Description Costs
2005-1 Farrer Street Rebuild - Water to William $ 41,457.22
2005-2 McFarlane Street-Sewage Plant $ 17,895.03
2005-3 McFarlane Street-Emily Street $ 2,803.92
2005-4 USF Membership Dues $ 10,086.66
2005-5 Electrical Meters $ 4,751.86
2005-6 Misc. Secondary Services $ 16,060.99
2005-7 Install new u/g cable $ 2,143.04
2005-8 Hydro One Exit Fee $ 30,534.00

$ 125,732.72

GL Description Costs

1820 Distribution Station Equipment $ 32,553.71
1830 Distribution Poles, Towers, Fixtures $ 24,563.46
1835 O/H Conductors $ 13,250.33
1840 U/G Conduit $ 10,086.66
1845 U/G Conductors $ 2,143.04
1850 Line Transformers $ 20,322.67
1855 Services $ 18,060.99
1860 Meters $ 4,751.86

$ 125,732.72
[2005-1 $  41,457.22

Project Description: Farrer Street Rebuild - Water to William Street

Need: The existing pole line is in poor condition. Pole tops are rotting from years
of adverse weather effects with some being damaged by snow removal
operations and vehicle mishaps. The existing conductor clearances will be
enhanced to meet E.S.A. Regulation 22/04.

Scope: 4 poles will be replaced from Water Street to William Street. The
existing primary conductors will be transferred to the new improved framed
poles to satisfy E.S.A. 22/04 regulations. In conjunction with pole replacements,
new hardware, insulators, guying, grounding and anchoring will be placed.
Existing transformer loading will be calculated and if required a rebalance of the
electrical load will be undertaken within the scope of this proiect.

Cost:

Acct & Desc: Amount
1820-Dist. Station Equip. $ 2,019.71
1830-Poles, Towers & Fixtures $ 18,900.00
1835-Overhead Conductors & Devices $ 12,847.51
1850-Line Transformers $ 5,690.00
1855-Services $ 2,000.00




Parry Sound Power Corporation

$ 17,895.03

Project Description: McFarlane Street-Sewage Plant

Need: The existing pole line is in poor condition. Pole tops are rotting from years
of adverse weather effects with some being damaged by vehicular traffic. The
existing conductor clearances will be enhanced to meet E.S.A. Regulation
22/04.

Scope: 2 poles will be replaced on pole line ROW. The existing primary
conductors will be transferred to the new improved framed poles to satisfy
E.S.A. 22/04 regulations. In conjunction with pole replacements, new hardware,
insulators, guying, grounding and anchoring will be placed. Existing transformer
loading will be calculated and if required a rebalance of the electrical load will be
undertaken within the scope of this project. 3 new transformers will be added to
satisfy upgraded service requirements.

Cost:

Acct & Desc: Amount
1830-Poles, Towers & Fixtures $ 3,135.48
1835-Overhead Conductors & Devices $ 126.88
1850-Line Transformers $ 14,632.67

[20053 $ 280392

Project Description: McFarlane Street-Emily Street

Need: The existing pole line is in poor condition. Pole tops are rotting from years
of adverse weather effects with some being damaged by vehicular traffic. The
existing conductor clearances will be enhanced to meet E.S.A. Regulation
22/04.

Scope: 2 poles will be replaced at intersection of McFarlane&Emily St.. The
existing primary conductors will be transferred to the new improved framed
poles to satisfy E.S.A. 22/04 regulations. In conjunction with pole replacements,
new hardware, insulators, guying, grounding and anchoring will be placed and
associated hardware transferred. In-Line swich's will be installed to effectively
isolate lateral 3 phase line on McFarlane Street.

Cost:
Acct & Desc: Amount
1830-Poles, Towers & Fixtures $ 2,527.98

1835-Overhead Conductors & Devices $ 275.94
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$ 10,086.66

Project Description: USF Membership Dues

Need: ESA Requirements to have all utility work engineered by Professional
Engineer prior to construction and energization to meet E.S.A. Regulation
22/04.

Scope: Parry Sound Power will enter into agreement and pay membership dues
to Utilty Standard Forum (USF) in order to obtain approved Specifications and
drawings that will satisfy E.S.A. Regulation 22/04

Cost:
Acct & Desc: Amount
1840 - U/G Conduit $ 10,086.66

$ 4,751.86

Project Description: Electrical Meters

Need: Parry Sound Power to recalibrate meter samples to satisfy Measurement
Canada rules and regulations.

Scope: Parry Sound Power will pull sample lots of Electrical Meters to have
tested for seal extensions. Tests to be done by accredited meter shop.

Cost:
Acct & Desc: Amount
1860- Electrical Meters $ 4,751.86

$ 16,060.99
Project Description: Misc. Secondary Services

Need: Connection or upgrades for residential secondary services.

Scope: Time and material to connect secondary residential secondary services

Cost:

Acct & Desc: Amount
1855-Services $ 16,060.99
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[2005-7 3 2.143.04

Project Description: Instal new u/g cable

Need: Parry Sound Power needs to upgrade primary cable on Beechwood Drive
for Load growth

Scope: Parry Sound Power will replace existing o/h conductor with larger
primary u/g cable

Cost:
Acct & Desc: Amount
1845- Underground conductors and devices $ 2,143.04

[20058 $ 30,534.00

Description: Hydro One Exit Fee
Need: Maintain Primary metering points as IESO participant

Scope: Maintain IESO agreements as LDC

Cost:
Acct & Desc: Amount
1820 - Distribution Station Equipment $ 30,534.00
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2006 Capital Additions

Summary of Jobs and Description

Job Number Description Costs
2006-1 7 Mary Street.- New Service connections $ 865.73
2006-2 29 Parton Road.- New Service connections $ 4,189.05
2006-3 76 Cascade St. New Road Crossing Upgrade. $ 3,631.03
2006-4 90 Bowes St. New Road Crossing Upgrade. $ 21,962.39
2006-5 123 Louisa St.- New Service connections & Line Extension $ 36,771.69
2006-6 Ansley Ave. $ 12,387.88
2006-7 Bowes/Louisa St. $ 1,792.14
2006-8 Pole line rebuild on Farrer St.. $ 25,982.54
2006-9 Isabella-Joseph St. $ 19,891.93
2006-10 Prospect Point $ 5,787.39
2006-11 Misc. Secondary Services $ 40,455.95
2006-12 Meter Work $ 13,708.84

$ 187,426.56

GL Description Costs

1820 Distribution Station Equipment $ 14,909.55
1830 Distribution Poles, Towers, Fixtures $ 24,567.33
1835 O/H Conductors $ 22,956.47
1840 U/G Conduit $ 24,151.43
1845 U/G Conductors $ 28,143.66
1850 Line Transformers $ 44,230.32
1855 Services $ 14,758.96
1860 Meters $ 13,708.84

$ 187,426.56

865.73

Project Description: 7 Mary Street.- New Service connections

+

Need: The existing pole line is in poor condition. Pole tops are rotting from years of adverse weather effects with
some being damaged by vehicular traffic. The existing conductor clearances will be enhanced to meet E.S.A.
Regulation 22/04.

Scope: Existing poles will be made ready for new Residential Service. New conductors and associated
hardware will be added at this time.

Cost:

Acct & Desc: Amount
1830-Poles, Towers & Fixtures $ 166.02
1835-Overhead Conductors & Devices $ 273.13

1855-Services $ 426.58
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[oo62 5 2,189.05

Project Description: 29 Parton Road.- New Service connections

Need: The existing pole line is in poor condition. Pole tops are rotting from years of adverse weather effects with
some being damaged by vehicular traffic. The existing conductor clearances will be enhanced to meet E.S.A.
Regulation 22/04.

Scope: Existing poles will be made ready for new Residential Service. New conductors and associated
hardware will be added at this time.

Cost:

Acct & Desc: Amount
1855-Services $ 1,500.00
1845 - U/G Conductors $ 286.20
1850-Line Transformers $ 2,402.85

[0063 3 3.631.03

Project Description: 76 Cascade St. New Road Crossing Upgrade.

Need: The existing pole line is in poor condition. Pole tops are rotting from years of adverse weather effects with
some being damaged by vehicular traffic. The existing conductor clearances will be enhanced to meet E.S.A.
Regulation 22/04.

Scope: 1 poles will be replaced fronting 76 Cascade St. The new secondary road crossing will be installed in
order to satisfy load growth. New conductors and associated hardware will be added at this time.

Cost:

Acct & Desc: Amount
1830-Poles, Towers & Fixtures $ 2,109.61
1835-Overhead Conductors & Devices $ 119.53
1855-Services $ 1,401.89
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[o06-4 3 21,962.39

Project Description: 90 Bowes St. New Road Crossing Upgrade.

Need: The existing pole line is in poor condition. Pole tops are rotting from years of adverse weather effects with
some being damaged by vehicular traffic. The existing conductor clearances will be enhanced to meet E.S.A.
Regulation 22/04.

Scope: 1 poles will be replaced fronting 90 Bowes St. The new primary road crossing will be installed in order to
satisfy load growth. New conductors and associated hardware will be added at this time. New padmount
transformer will be added to this project to meet electrical demand.

Cost:

Acct & Desc: Amount
1830-Poles, Towers & Fixtures $ 3,711.22
1835-Overhead Conductors & Devices $ 1,901.05
1845 - U/G Conductors $ 1,047.46
1850-Line Transformers $ 15,302.66
[p006-05 5 36,771.69

Project Description: 123 Louisa St.- New Service connections & Line Extension

Need: The existing pole line is in poor condition. Pole tops are rotting from years of adverse weather effects with
some being damaged by vehicular traffic. The existing conductor clearances will be enhanced to meet E.S.A.
Regulation 22/04.

Scope: Existing poles will be made ready for new General Service. New conductors and associated hardware
will be added at this time.

Cost:

Acct & Desc: Amount
1845 - U/G Conductors $ 18,211.15
1830-Poles, Towers & Fixtures $ 664.38
1835-Overhead Conductors & Devices $ 959.50
1850-Line Transformers $ 16,936.66
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[o066 3 12,387.88

Project Description: Ansley Ave.

Need: The existing pole line is in poor condition. Pole tops are rotting from years of adverse weather effects with
some being damaged by vehicular traffic. The existing conductor clearances will be enhanced to meet E.S.A.
Regulation 22/04.

Scope: 3 poles will be replaced on Ansley Avenue. The existing primary conductors will be transferred to the
new improved framed poles to satisfy E.S.A. 22/04 regulations. In conjunction with pole replacement, new
hardware, insulators, guying, grounding and anchoring will be placed and associated hardware transferred.
Overhead primary conductors will be extended for three spans to satisfy the increased load in this area.

Cost:

Acct & Desc: Amount
1855-Services $ 2,650.00
1830-Poles, Towers & Fixtures $ 2,984.04
1835-Overhead Conductors & Devices $ 2,663.42
1850-Line Transformers $ 4,090.42
[oos7 5 1,792.14

Project Description: Bowes/Louisa St.

Need: The existing pole line is in poor condition. Pole tops are rotting from years of adverse weather effects with
some being damaged by vehicular traffic. The existing conductor clearances will be enhanced to meet E.S.A.
Regulation 22/04.

Scope: 1 pole will be installed fronting Bowes/Louisa Intersection... The new primary conductors will be
transferred to the new improved framed poles to satisfy E.S.A. 22/04 regulations. In conjunction with pole
replacement, new hardware, insulators, guying, grounding and anchoring will be placed and associated hardware
transferred. Pole will be framed for new sec. service.

Cost:

Acct & Desc: Amount
1830-Poles, Towers & Fixtures $ 1,264.83
1850-Line Transformers $ 407.78
1855-Services $ 119.53
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[o068 $ 2598254

Project Description:Pole line rebuild on Farrer St..

Need: The existing pole line is in poor condition. Pole tops are rotting from years of adverse weather effects with
some being damaged by vehicular traffic. The existing conductor clearances will be enhanced to meet E.S.A.
Regulation 22/04.

Scope: 4 poles will be replaced along Farrer Street.. The new primary road crossing conductors will be
transferred to the new improved framed poles to satisfy E.S.A. 22/04 regulations. In conjunction with pole
replacement, new hardware, insulators, guying, grounding and anchoring will be placed and associated hardware
transferred. New riser pole connections will be done on the first pole at the Sub Station.

Cost:

Acct & Desc: Amount
1820- Distribution Station Equipment $ 4,508.68
1830-Poles, Towers & Fixtures $ 4,051.19
1835-Overhead Conductors & Devices $ 11,475.21
1850-Line Transformers $ 2,364.14
1855-Services $ 3,583.32
[po069 3 19,.891.03

Project Description: Isabella-Joseph St.

Need: The existing pole line is in poor condition. Pole tops are rotting from years of adverse weather effects with
some being damaged by vehicular traffic. The existing conductor clearances will be enhanced to meet E.S.A.
Regulation 22/04.

Scope: 1 poles will be replaced at intersection of Isabella & Joseph St.. The existing primary conductors will be
transferred to the new improved framed poles to satisfy E.S.A. 22/04 regulations. In conjunction with pole
replacement, new hardware, insulators, guying, grounding and anchoring will be placed and associated hardware
transferred. Overhead primary conductors will be converted to underground for 1 span to observe building
clearances..

Cost:

Acct & Desc: Amount
1855-Services $ 790.00
1830-Poles, Towers & Fixtures $ 3,543.91
1835-Overhead Conductors & Devices $ 4,597.60
1845 - U/G Conductors $ 8,598.85
|1850-Line Transformers $ 2,361.57
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Project Description: Prospect Point

Need: The existing pole line is in poor condition. Pole tops are rotting from years
some being damaged by vehicular traffic. The existing conductor clearances will
Regulation 22/04.

primary conductors will be rearranged in this area to allow for future growth.

$ 5,787.39

of adverse weather effects with
be enhanced to meet E.S.A.

Scope: 3 poles will be rebuilt on Waubeek St.. The existing primary conductors will be transferred to the new
improved framed poles to satisfy E.S.A. 22/04 regulations. In conjunction with pole replacement, new hardware,
insulators, guying, grounding and anchoring will be placed and associated hardware transferred. Overhead

Cost:

Acct & Desc: Amount
1855-Services $ 395.20
1830-Poles, Towers & Fixtures $ 4,419.95
1835-Overhead Conductors & Devices $ 608.00
1850-Line Transformers $ 364.24
[006-11 $ 40,455.95
Project Description: Misc. Secondary Services

Need: Connection or upgrades for residential secondary services.

Scope: Time and material to connect secondary residential secondary services

Cost:

Acct & Desc: Amount
1820 - Distribution Station Equipment $ 10,400.87
1830- Pole, Towers & Fixtures $ 1,652.18
1835 - Overhead Conductors & Devices $ 359.03
1840 - U/G Conduit | $ 24,151.43
1855 - Services $ 3,892.44
[2006-12— $ 13,708.84
Project Description: New Meter Installs and Testing

Need: Meter Installs several locations as per Measurement Canada Regulations.

Scope

Cost:

Acct & Desc: Amount

1860- Meters

$ 13,708.84
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2007 Capital Additions

Summary of Jobs and Description

Job Number Description Costs
2007-1 Instal new service poles at 14 Ainsley Ave. $ 2,216.26
2007-2 Install disconnect switch's mid-span. $ 1,682.07
2007-3 Service pole replacement at 59 Forest Street. $ 2,924.96
2007-4 Pole line rebuild on Gibson St $ 14,627.61
2007-5 Prospect Point $ 13,407.83
2007-6 Misc. Secondary Services $ 94,010.98
2007-7 New Meter Installs and Testing $ 10,780.51
2007-8 Miscellaneous Underground Work $ 7,913.41

$ 147,563.62

Difference $ =

GL Description Costs

1820 Distribution Station Equipment $ -
1830 Distribution Poles, Towers, Fixtures $ 27,609.19
1835 O/H Conductors $ 12,964.83
1840 U/G Conduit $ 238.40
1845 U/G Conductors $ 9,513.67
1850 Line Transformers $ 60,600.56
1855 Services $ 25,856.47
1860 Meters $ 10,780.51
$ 147,563.62
[2007-1 $ 2.216.26

Project Description: Instal new service poles at 14 Ainsley Ave.

Need: The existing pole line is non existant.New service poles will be installed. The new conductor
clearances wii be enhanced to meet E.S.A. Regulation 22/04.

Scope: New service poles will be placed at 14 Ainsley Avenue. Overhead service conductors will
be transferred to the new improved framed pole to satisfy E.S.A. 22/04 regulations. In conjunction
with pole replacement, new hardware, insulators, guying, grounding and anchoring will be placed
and associated hardware transferred.

Cost:
Acct & Desc: Amount
1830- $ 1,164.69

1855-Services $ 1,051.57
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[po07-2 3 1,682.07

Project Description: Install disconnect switch's mid-span..

Need: Inline switch's to be installed on overhead primary circuit.

Scope: New inline swich's to be installed at 37 McFarlane Street to allow for complete electrical
isolation of current flow on circuit. All work to conform to E.S.A. Regulation 22/04

Cost:

Acct & Desc: Amount
1830- $ 1,562.54
1855-Services $ 119.53

I 3 2,924.96

Project Description:Service pole replacement at 59 Forest Street.

Need: The existing pole line is in poor condition. Pole tops are rotting from years of adverse weather
effects with some being damaged by vehicular traffic. The existing conductor clearances will be
enhanced to meet E.S.A. Regulation 22/04.

Scope: 1 pole will be replaced at 59 Forest Street. Overhead service conductors will be
transferred to the new improved framed pole to satisfy E.S.A. 22/04 regulations. In conjunction with
pole replacement, new hardware, insulators, guying, grounding and anchoring will be placed and
associated hardware transferred.

Cost:

Acct & Desc: Amount
1830- $ 2,239.30
1835-Overhead Conductors & Devices $ 685.66

[oo7a— § 1462761

Project Description:Pole line rebuild on Gibson St..

Need: The existing pole line is in poor condition. Pole tops are rotting from years of adverse weather
effects with some being damaged by vehicular traffic. The existing conductor clearances will be
enhanced to meet E.S.A. Regulation 22/04.

Scope: 3 poles will be replaced along Gibson Street.. The new primary road crossing conductors
will be transferred to the new improved framed poles to satisfy E.S.A. 22/04 regulations.In
conjunction with pole replacement, new hardware, insulators, guying, grounding and anchoring will
be placed and associated hardware transferred.

Cost:

Acct & Desc: Amount
1830- $ 8,360.71
1835-Overhead Conductors & Devices $ 5,766.64

1850 - Line Transformers $ 500.26
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[2007-05 $  13407.83

Project Description: Prospect Point

Need: Electrical plant is non existant at this location. New electrical plant will be installed as per

Ontario Regulation - 22/04

Scope: New Primary and Secondary conductors will be installed to satisfy electrical load.

Cost:

Acct & Desc: Amount

1830-Poles, Towers & Fixtures $ 69.07

1845- $ 935.48

1850-Line Transformers $ 11,718.91

1855-Services $ 684.37

[poo76 $ 9401098

Project Description: Misc. Secondary Services

Need: Connection or upgrades for residential secondary services.

Scope: Time and material to connect secondary residential secondary services

Cost:

Acct & Desc: Amount
1830 $ 14,212.88
1835 $ 6,512.53
1840 $ 238.40
1845 $ 664.78
1850 $ 48,381.39
1855 $ 24,001.00

[2007-7 $ 10,780.51

Description: New Meter Installs and Testing

Need: Meter Installs several locations as per Measurement Canada Regulations.

Scope:

Cost:

Acct & Desc: Amount

1860-Meters $ 10,780.51
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Description: Miscellaneous Underground Work
Need: New install, repair/replace existing U/G
Scope:

Cost:

7,913.41

Acct & Desc:
1845-Underground Conductors & Devices

$

Amount
7,913.41
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2008 Capital Additions

Summary of Jobs and Description
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Job Number Description Total Cost
2008-1 Beechwood Ave--Replace defective pole $ 1,945.54
2008-2 54 Parry Sound Rd. Install new transformer $ 3,071.46
2008-3 Johnson/Seguin Street $ 10,991.60
2008-4 97-101 Bowes Street-Relocate wires for road clearance. $ 3,679.83
2008-5 Mill Lake Camp Ground- Upgrade Pole $ 1,047.07
2008-6 86-92 Isabella Street- Upgrade Pole $ 5,618.62
2008-7 1 Salt Dock Road-Relocate pole and wires for road clearance. $ 9,207.37
2008-8 11 William Street-Reframe tx. Mounting $ 2,558.68
2008-9 Hwy 400-North Road - Install Pad Mount Transformer $  4,033.05
2008-10 Reframe poles and upgrade primary on Forest Street $ 79,462.11
2008-11 Back Lot Louisa Street-Replace poles and transfer conductors $ 43,490.29
2008-12 Install and connect multiple service connections $ 22,883.85
2008-13 Rebuild Substation $ 419,406.72
2008-14 Meter Work $ 42,786.82
$ 650,183.01
GL | Descriptions Total Cost
1820 Distribution Station Equipment $ 419,406.72
1830 Distribution Poles, Towers, Fixtures $ 47,057.35
1835 Overhead Conductors $ 94,747.16
1840 Underground Conduit $ -
1845 Underground Conductors $ 11,566.05
1850 Line Transformers $ 8,497.44
1855 Services $ 26,121.47
1860 Meters $ 42,786.82
$ 650,183.01

[008-1 $  1,04554
Description: Beechwood Ave--Replace defective pole.

Need: Service upgrade requires pole height increase.

Scope: To replace existing pole and transfer hardware

Cost:

Acct & Desc. Amount
1830 - Distribution Poles, Towers & Fixtures $ 1,945.54
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[0082— $ 307146

Description: 54 Parry Sound Rd. Install new transformer

Need: Upgrade transformer for new service

Scope: Install new Tx. and connect new service

Cost:

Acct & Desc Amount
1850 - Line Transformers $ 2,480.16

1855 - Services $ 591.30

2008-3 $ 10,991.60

Description: Johnson/Seguin Street

Need: Upgrade and Connect new U/G Secondary Buss

Scope: To install and connect new secondary buss.

Cost:

Acct & Desc Amount
1845-Underground Cables $ 10,991.60

[2008-2— $ 367983

Description: 97-101 Bowes Street-Relocate wires for road clearance.

Need: Reframe pole to obtain proper road clearance.

Scope: To replace pole and transfer conductors.

Cost:

Acct & Desc Amount
1830 - Distribution Poles, Towers & Fixtures $ 38.26

1835 - Overhead Conductors $ 1,743.81

1855 - Services $ 1,897.76

[20085 $  1,047.07

Description: Mill Lake Camp Ground- Upgrade Pole

Need: The current pole needs to be replaced due to deteriorated conditions.

Scope: To replace pole and transfer conductors.

Cost:

Acct & Desc Amount
1830 - Distribution Poles, Towers & Fixtures $ 712.64

1835 - Overhead Conductors $ 334.43
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[20086 $ 561862
Description:86-92 Isabella Street- Upgrade Pole

Need: The current pole needs to be replaced due to deteriorated conditions.

Scope: To replace pole and transfer conductors.

Cost:

Acct & Desc Amount
1830 - Distribution Poles, Towers & Fixtures $ 2,129.98
1835 - Overhead Conductors $ 3,488.64
[0087 $  9,207.37
Description: 1 Salt Dock Road-Relocate pole and wires for road clearance.

Need: Reframe pole to obtain proper road clearance.

Scope: To replace pole and transfer conductors.

Cost:

Acct & Desc Amount
1830 - Distribution Poles, Towers & Fixtures $ 4,269.93
1835 - Overhead Conductors $  4,188.88
1855 - Services $ 748.56
[2008-8— S 2,558.68
Description: 11 William Street-Reframe tx. Mounting

Need: To replace defective transformer mount.

Scope: To replace defective tx. Mount and re-install transformers.

Cost:

Acct & Desc Amount
1850 - Line Transformers $ 2,558.68
[2008-9 $  4,033.05
Description: Hwy. 400/North Road- Install Padmount Transformer

Need: To install new pad mount transformer to service new street lights

Scope: To install and connect new transformer

Cost:

Acct & Desc Amount
1845-Underground Cables $ 574.45
1850 - Line Transformers $  3,458.60
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200810 $ 7946211

Description: Replace Insulators on Forest Street
Need: Reframe poles and install new insulators on Forest St. to Accept new prime

Scope: To frame and install insulators and new conductors.

Cost:

Acct & Desc Amount
1830 - Distribution Poles, Towers & Fixtures $ 570.86

1835 - Overhead Conductors $ 78,891.25

200811 $ 4349020

Description: Back Lot Louisa Street-Replace poles and transfer conductors
Need: Replace deteriorates poles and transfer conductors

Scope: To install new poles and install insulators and transfer conductors.

Cost:

Acct & Desc Amount
1830 - Distribution Poles, Towers & Fixtures $ 37,390.14
1835 - Overhead Conductors $ 6,100.15
[2008-12 $  22,883.85
Description: Install Multiple Service Connections at Various Locations

Need: Install and connect multiple services within service boundary

Scope: To install and connect new service conductors.

Cost:

Acct & Desc Amount
1855 - Services $ 22,883.85

[2008-13~ $ 419.406.73

Description: Rebuild Substation

Need: Repair damage to DS incurred from Lightning Strike.

Scope:

Cost:

Acct & Desc Amount
1820 - Distribution Station Equipment $ 419,406.73
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[2008-14 $  49.166.73

Description: Meter Work

Need: Meter Installs several locations as per Measurement Canada Regulations.

Scope:

Cost:

Acct & Desc Amount
1860 - Meter Work $ 49,166.73
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2009 Capital Additions Summary of

Job Description Costs
2009-1 [#11 Beatty Street - Pole Replacement $ 3,051.71
2009-2 [ # 58-66 Bowes Street - Replace Pole and hardware $ 6,532.07
2009-3 [#87 Isabella Street - Upgrade secondary Buss $ 9,098.37
2009-4 [# 71 Parry Sound Drive-Relocate pole line to road allowance $ 15,403.81
2009-5 [#74 Church Street - Upgrade Transformer bank $ 22,397.61
2009-6 [Waubano Beach--Install new pole and conductors $ 1,540.01
2009-7 [#7 Mary Street-Replace pole and convert o/h to u/g $ 10,454.13
2009-8 [#89 James Street-Upgrade tx bank $ 30,200.94
2009-9 [#29 Forest Street-Replace rotten pole $ 2,156.65
2009-10 [Logans Lane-Replace rotten poles $ 7,681.93
2009-11 [#2-4 Waubeek Street - Replace distribution pole $ 33,043.10
2009-12 [|#125 William Street-Replace 44 kv poles $ 23,896.14
2009-13 |Air Break Switch Louisa Street - Replace 44 kv. Poles $ 23,400.00
2009-14 |Church-Isabella Street-Upgrade 44 KV framing and replace Line Openers $ 25,582.72
2009-15 |# 9 Louisa Street - Install new pole and upgrade secondary $ 7,480.07
2009-16 | # 2 Seguin Street - Upgrade anchoring and Down guys to support River Crossing $ 2,095.85
2009-17 [#22 Seguin Street - Upgrade service wires $ 2,177.89
2009-18 |Connect various new services $ 26,939.42
2009-19 [# 4-6 Seguin Street- Install and connect new u/g conductor. $ 1,287.05
2009-20 |[Distribution Station Equipment $ 3,930.31
2009-21 |Meters $ 152,960.13
2009-22 |Computer Equipment $ 16,674.12
2009-23 |Computer Software $ 63,433.48

$ 49141751
GL Description Costs

1820 Distribution Station Equipment $ 3,930.31

1830 Distribution Poles, Towers, Fixtures $ 124,286.15

1835 O/H Conductors $ 56,978.53

1840 U/G Conduit $ -

1845 U/G Conductors $ 1,287.05

1850 Line Transformers $ 51,682.66

1855 Services $ 20,185.08

1860 Meters $ 152,960.13

1920 Computer Equipment $ 16,674.12

1925-01 Computer Software $ 63,433.48

$ 491,417.51
[2000-1 $  3,051.71

Description: Install/replace distribution pole -11 Beatty Street.

Need: Existing pole is in need of replacing due to deterioration.

Scope: To replace existing pole as per ESA Spec's.

Cost:

Acct & Amount

1830 - Distribution Poles, Towers and Fixtures $1,842.43

1835 - Overhead Conductors $1,209.28
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[2002— $ 653207
Description: 58-66 Bowes Street-Replace defective pole and transfer.
Need: Existing pole is in need of replacing due to deterioration.
Scope: To replace existing pole as per ESA Spec's.
Cost:
Acct & Amount
1830 - Distribution Poles, Towers and Fixtures $ 4,427.42
1835 - Overhead Conductors $  2,104.65
e 55083
Description: # 87 Isabella Street-Upgrade secondary buss.
Need: Existing secondary buss is undersized for current electrical load.
Scope: To replace existing Secondary Buss as per ESA Spec's.
Cost:
Acct & Amount
1830 - Distribution Poles, Towers and Fixtures
1835 - Overhead Conductors $  9,098.37
[2008-4— $ 1540381
Description: #71 Parry Sound Drive Line Relocation.
Need: Relocate electrical line to road allowance for access purposes.
Scope: To replace existing line to Municipal Road Allowance.
Cost:
Acct & Amount
1830 - Distribution Poles, Towers and Fixtures $ 6,734.43
1835 - Overhead Conductors $ 8,669.38
[20095 $ 2239761
Description:#74 Church Street-Upgrade Transformer Bank
Need: Upgrade transformer bank to accommodate Load.
Scope: To replace existing transformers sized for upgraded service load.
Cost:
Acct & Amount
1850 - Line Transformers $ 20,079.84
1855 — Services $  2,317.77
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[20096 $ 154001
Description: Waubano Beach-Install new pole and conductors

Need: To extend pole line to service new load.

Scope: To install new pole and conductors and connect new service.

Cost:

Acct & Desc: Amount
1830 - Distribution Poles, Towers and Fixtures $ 942.08
1835 - Overhead Conductors $ 597.92
[2005-7 $ 1045413
Description: # 7 Mary Street-Replace pole and transfer hardware

Need: To replace pole and reframe to ESA standards.

Scope: To install new pole and conductors and upgrade transformer for load growth.

Cost:

Acct & Desc: Amount
1830 - Distribution Poles, Towers and Fixtures $ 7,570.67
1835 - Overhead Conductors $ 1,481.58
1850 - Line Transformers $ 1,401.88
[20098 $  30,200.94
Description; #89 James Street - Upgrade Transformer Bank

Need: To upgrade transformer to service new load.

Scope: To replace 3 single transformers to new Pad mount.

Cost:

Acct & Desc: Amount
1850 - Line Transformers $ 30,200.94
[2009-0 $  2156.65
Description: # 29 Forest Street - Replace defective pole

Need: To replace severely rotten pole in mount.

Scope: To install new pole and transfer conductors.

Cost:

Acct & Desc: Amount
1830 - Distribution Poles, Towers and Fixtures $ 1,457.53

1835 - Overhead Conductors

$ 699.12
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[2009-10 $ 768193
Description: Logans Lane - Replace 2 defective poles

Need: To replace severely rotten poles in R.O.W..

Scope: To install new poles and transfer conductors.

Cost:

Acct & Desc: Amount
1830 - Distribution Poles, Towers and Fixtures $ 5,044.57
1835 - Overhead Conductors $ 2,637.36
[2009-11 $ 3304310
Description: #2-4 Waubeek Street - Replace rotten poles.

Need: To replace severely rotten poles at R.R. Crossing..

Scope: To install new pole and transfer conductors.

Cost:

Acct & Desc: Amount
1830 - Distribution Poles, Towers and Fixtures $ 29,144.03
1835 - Overhead Conductors $  3,899.07
[2000- 12 $  23896.14
Description: #125 William Street - Replace rotten sub transmission poles.

Need: To replace severely deteriorated poles on sub transmission line.

Scope: To install new poles and transfer conductors.

Cost:

Acct & Desc: Amount
1830 - Distribution Poles, Towers and Fixtures $ 23,896.14
[2009-137 $  23,400.00
Description: Back Lot Louisa Street - Replace rotten sub transmission poles.

Need: To replace severely deteriorated poles on sub transmission line.

Scope: To install new poles and transfer conductors.

Cost:

Acct & Desc: Amount
1830 - Distribution Poles, Towers and Fixtures $ 22,950.00
1835 - Overhead Conductors $ 450.00
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[2009-14— $  25582.72
Description: Church/Isabella Street- Install inline switch's

Need: To replace corroded line openers with new in-line switch's on 44 kv. line.

Scope: To install new switch's on sub transmission line.

Cost:

Acct & Desc: Amount
1835 - Overhead Conductors $ 25,582.72
[ooets 5 728007
Description: # 9 Lot Louisa Street - Install new service pole.

Need: To install new pole and upgrade secondary buss for future load growth.

Scope: To install new poles and upgrade conductors.

Cost:

Acct & Desc: Amount
1830 - Distribution Poles, Towers and Fixtures $ 6,930.99
1835 - Overhead Conductors $ 549.08
[2009-16 $ 209585
Description: # 2 Seguin Street - Upgrade anchor and Guy material for River Crossing.

Need: To install new Anchor and Down guys for pole support on River Crossing.

Scope: To install new anchor and upgrade guys.

Cost:

Acct & Desc: Amount
1830 - Distribution Poles, Towers and Fixtures $ 2,095.85
[2009-17 $ 217789
Description: # 22 Seguin Street - Upgrade Service Wires.

Need: To install and connect upgraded service wires for load growth.

Scope: To install new conductors and connect.

Cost:

Acct & Desc: Amount
1855 — Services $ 2,177.89
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[2009-187 §  26,939.42

Description: Install and connect various new services within service area.
Need: To install and connect new services.

Scope: To install new conductors and connect.

Cost:

Acct & Desc: Amount
1830 - Distribution Poles, Towers and Fixtures $ 11,250.00
1855 — Services $ 15,689.42

[2009-19 $  1287.05

Description: # 4-6 Seguin Street- Install and connect new u/g conductor.
Need: To install and connect new ug conductor to termination box for future growth.

Scope: To install and connect new ug conductor to termination box.

Cost:
Acct & Desc: Amount
1845 - Underground Conductors $ 1,287.05

[200920 § 393031

Description: Distribution Station Equipment

Need: To repair damage to DS switchgear

Scope:

Cost:

Acct & Desc: Amount
1820 - Distribution Station Equipment $ 3,930.31

[2009-21 $ 152,960.13

Description: Meters

Need: Update meters for the GS>50 rate group by installing meters capable of operating in the current AMI system

Scope: Install, test CT & PT for all GS>50 customers
Cost:

Acct & Desc: Amount
1860 — Meters $ 152,960.13
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Job Number Description Costs

Job1 Misc. Jobs-New anchors on River crossing @ Seguin Bridge S 48,359.11
PSP2c Transformer Replacement - William St. (TX 5516) S 1,806.05
PSP5d Pole Reserve S 41,728.81
PSP5e Pole Ownership Plan S 1,335.06
PSP5h Fencing (125 William St.) S 12,785.42
PSP7a Replace Conductor-Line Rebuild Harmony Lane S 34,047.73
PSP12 Voltage Conversion-Underground Infrastructure replacement S 14,408.90
PSP13 Conductor Replacement-Line rebuild at Joseph & PS Drive . S 17,894.39
WIP - Alloc. Eastlink-Make ready poles for third party attachments. S 26,902.21
Job 2 Transfer Primary Conductors to new pole on Mill Lake Road. S 6,188.21
Job 3 Instal primary road crossing to service new load. S 10,480.21
Job 4 Purchase spare Padmount transformer for inventory S 4,938.94
Job 5 Connect Various Upgraded Services. S 4,021.49
Job 6 Upgrade meters and Instrument transformers on GS>50 Customers. S 9,118.71
Software Upgrade to North Star S 26,872.86
New V&E Purchase Truck #10 S 252,500.00
Transfer Assets Transfer Assets from PSES to Parry Sound Power S 57,914.68
Contributions Capital Contributions S (33,039.97)

S 538,262.81

GL Description Costs

1820 Distribution Station Equipment S 12,785.42
1830 Distribution Poles, Towers, Fixtures S 139,038.65
1835 O/H Conductors S 36,662.75
1840 U/G Conduit S 5,058.36
1845 U/G Conductors S 9,350.54
1850 Line Transformers S 17,979.33
1855 Services S 4,021.49
1860 Meters S 9,118.71
1915 Office furniture and Equipment S 10,061.75
1920 Computer Equipment S 6,163.51
1925 Computer Software S 26,872.86
1930 Transportation Equipment S 292,234.86
1940 Tools, Shop and Garage Equipment S 1,954.56
1995 Capital Contributions S (33,039.97)

S 538,262.81
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[lob1 3 78,355 11

Project Description: Misc. Jobs-New anchors on River crossing @ Seguin Bridge

Need: Install new 2 new service poles on McFarlane street to service animal shelter, replave anchor and
hardware at 7 Mary Street, Replace old pole on North Road and transfer hardware.

Scope:

Cost:

Acct & Desc: Amount
1830-Poles, Towers & Fixtures S 48,359.11

Project Description: Transformer Replacement - William St. (TX 5516)

Need: The 37.5 kVA 120/240V, pole mounted transformer located at 49 William St. was identified as leaking
during the asset inventory/condition assessment. This reduces the transformers capability to service the attached
customers, as well as poses an environmental and safety concern.

Scope:

Cost:

Acct & Desc: Amount
1850-Line Transformers S 1,806.05

[PSPsd 3 a1,728.81

Project Description: Pole Reserve

Need: A total of 83 poles were defined as "Replace" such that the expected life of the pole has been reached. An
reserve needs to be set aside to account for future pole replacements.

Scope:

Cost:

Acct & Desc: Amount
1830-Poles, Towers & Fixtures ) 24,993.90
1835-Overhead Conductors & Devices ) 12,457.65

1850 - Line transformers ) 4,277.26
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Project Description: Pole Ownership Plan

Need: An review of attachments and pole ownership needs to be completed to ensure all attachments are
accounted for.

Scope:

Cost:

Acct & Desc: Amount
1830-Poles, Towers & Fixtures S 1,335.06

[psPsh S L7ssa

Project Description: Fencing (125 William St.)

Need: New fencing is required surrounding the substation at 125 William St. for security/safety reasons

Scope:

Cost:
Acct & Desc: Amount
1820- Distribution Station Equipment S 12,785.42
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Project Description: Replace Conductor - Line Rebuild Harmony Lane

S 34,047.73

Need: A segment of cable has been identified as likely to fail in the near future. It is to undergo replacement in
2010 eliminating the River Crossing and following Harmony Lane Road Allowance.

1845 - U/G Conductors

Scope:

Cost:

Acct & Desc: Amount
1830-Poles, Towers & Fixtures S 25,645.90
1835-Overhead Conductors & Devices S 7,791.34
1850-Line Transformers S 610.49
[pspiz S 1440890
Project Description: Voltage Conversion-Line relocation at intersection of Seguin/Gibson Street

Need: A segment of 8 spans along William Street have been identified for conversion from 4160-12470.

Existing underground line needs to be relocated and rebuilt to allow for future growth.

Scope:

Cost:

Acct & Desc: Amount
1840 - UG Conduit S 5,058.36

S 9,350.54
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Project Description: Conductor Replacement- Line Rebuild at Joseph St and PS Drive

Need: A segment of 8 spans along Marion Avenue has been identified for replacement.
Line upgrade at Joseph/PS Drive to allow for future growth.

Scope:

Cost:

Acct & Desc: Amount
1830-Poles, Towers & Fixtures S 8,250.23
1835-Overhead Conductors & Devices S 9,644.15

[hird Party 5 2690221

Project Description: Frame poles for adequate conductor clearance

Need: Reframe poles and relocate hardware to obtain adequate conductor clearance for third party attachments.
Rosetta, Cascade, River,Bowes and Forest Streets.

Scope:

Cost:

Acct & Desc: Amount
1830-Poles, Towers & Fixtures S 19,974.23
1835-Overhead Conductors & Devices S 581.39

1850-Line Transformers S 6,346.59
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ooz 3 618821

Project Description: Transfer Primary Conductors to new pole on Mill Lake Road.

Need: Transfer primary highway crossing conductors to new Hydro One pole.

Scope:

Cost:

Acct & Desc: Amount
1835-Overhead Conductors & Devices S 6,188.21

Pops 5 1048021

Project Description: Instal primary road crossing to service new load.

Need: Instal higher main line poes and instal primary road crossing at 134 William Street for future load growth.

Scope:

Cost:

Acct & Desc: Amount
1845 - U/G Conductors

1830-Poles, Towers and Fixtures $ 10,480.21

oba— 3 753854

Project Description: Purchase spare Padmount transformer for inventory
Need: Purchase spare Padmount transformer for inventory as back-up unit.
Scope:

Cost:
Acct & Desc: Amount
1850 - Line Transformers S 4,938.94
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obs 3 7,021.49

Project Description: Connect Various Upgraded Services.

Need: Connect services,-Wood St., Isabella St,Avery Crt, William St, Avenue Rd, Louisa Street.

Scope:

Cost:

Acct & Desc: Amount
1855-Services S 4,021.49

obe 3 511871

Project Description: Upgrade meters and Instrument transformers on GS>50 Customers.
Need: Upgrade to electronic metering for GS>50 Customers.
Scope:

Cost:

Acct & Desc: Amount
1860- Meters S 9,118.71
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Project Description: Upgrade to North Star

Need:PSP converted form Harris 5.2.19 version of the CIS system to NorthStar version 6.0. NorthStar provides
enhanced reporting, a more robust search engine, enables user to interact via “windows” GUI, 5.2.19 is a dos
based GUI. The Northstar CIS enables better file management for necessary interfaces between end user and
billing data. As a member of “UCS” (Utility Collaborate Services) PSP needed to ensure software upgrades are in
line with all members. UCS is standards based cooperative of like utilities providing back office synergies through
billing systems and other related components. All members must be on the same version of the CIS software in
order for the standards based system to work effectively.

Cost:
Acct & Desc: Amount
1925 S 26,872.86

[Newvee S 252500.00

Project Description: Replace Truck #10 and a purchase new Pick-up truck

Need: Truck 10 is a 1995 Single Bucket truck that is 15 years old ($225,000)
The vehicle and aerial device are becoming structurally unsound to perform the duties
they are required to do.

A new pick-up truck is required as one was previously shared with its affiliates ($27,500)
Scope:
1930- Transportation Equipment S 252,500.00
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[Capital Contributions S (33,039.97)
Project Description: Capital Contributions
Need: Estimated contributions from third parties for 2010 projects
Scope:
Cost:
Acct & Desc: Amount
1995 - Contributions and Grants S (33,039.97)
[Transfer Assets S 5791468

Project Description: Transfer Assets from PSES to Parry Sound Power

the required assets from PSES that were previously shared

Need: To ensure compliance with the ARC PSPC is establishing itself as a totally self sufficient entity
(separate from all affiliates) . In order to provide service to its LDC customers PSPC is acquiring

Cost:

Acct & Desc: Amount
1915 - Office Furniture and Equipment S 10,061.75
1920 - Computer Equipment $ 6,163.51
1930- Transportation Equipment $ 39,734.86
1940 - Tools, Shop and Gaerage Equipment S 1,954.56
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Job Number Description Costs

PSP1 MS1 / MS2 Replacement S 641,778.05
PSP2b Pole Replacement - Addie St. - west of Katherine Crt. S 2,912.74
PSP2d Pole Replacement - Highland Avenue S 4,961.56
PSP2e Pole Replacement - Isabella St. - west of Foster Ave. S 2,813.87
PSP8 Voltage Conversion S 47,061.72
PSP9 Conductor Replacement S 31,254.79
New Purchase Make improvements and updates to the current office location S 200,000.00
New Purchase Purchase Office Equipment S 38,499.00
New Purchase Purchase office Computers S 10,500.00
New Veh Purchase new Truck S 225,000.00
Cognos Cognos S 7,000.00

S -

$ 1,211,781.73

GL Description Costs

1820 Distribution Station Equipment S -
1830 Distribution Poles, Towers, Fixtures S 414,728.84
1835 O/H Conductors S 236,194.83
1840 U/G Conduit S 64,177.80
1845 U/G Conductors S -
1850 Line Transformers S 15,681.26
1855 Services S -
1860 Meters S -
1910 Leasehold Improvments S 200,000.00
1915 Office furniture and Equipment S 38,499.00
1920 Computer Equipment S 10,500.00
1925 Computer Software S 7,000.00
1930 Transportation Equipment S 225,000.00

S 1,211,781.73
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Project Description: MS1 / MS2 Replacement

5 feeders. The plans for this construction project involve locating on a property adjacent to the current site. The
voltage of these metering stations will remain the same allowing for redundant supply to MS4.

Scope:

Cost:

Acct & Desc: Amount
1830 - Distribution Poles, Towers, Fixtures S 385,066.83
1835 - O/H Conductors S 192,533.41
1840 - U/G Conduit S 64,177.80

[psPo 3 291274

Project Description: Pole Replacement - Addie St. - west of Katherine Crt.

Need: The 35' class 5 pole located at 19 Addie St. (west of Katherine Crt.) was installed in 1965 and noted to
have significant decay as well as woodpecker damage during the asset inventory/condition assessment. This
pole supports four customers on Addie St.

scope:

Cost:

Acct & Desc: Amount
1830 - Distribution Poles, Towers, Fixtures S 2,038.92

1835 - O/H Conductors S 873.82
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[psPad 3 7,961.56

Project Description: Pole Replacement - Highland Avenue

During the asset Inventory/condition assessment it was Indicated to be in poor condition and the recommended
action was for replacement. This is a secondary service pole located behind private property, one span in from
Highland Cres.

Scope:

Cost:

Acct & Desc: Amount
1830-Poles, Towers & Fixtures S 3,721.17
1835-Overhead Conductors & Devices S 1,240.39

[psPze B 2,813.87

Project Description: Pole Replacement - Isabella St. - west of Foster Ave.

Need: The 30' class 5 pole installed at 97 Isabella St. in 1957 has exceeded the asset life expectation. During the
asset inventory/condition assessment it was indicated to be in poor condition and the recommended action was
for replacement. This is a primary pole supporting three phases for feeder 11 coming out of MS3.

Scope:

Cost:

Acct & Desc: Amount
1830-Poles, Towers & Fixtures S 1,969.71

1835 - O/H Conductors S 844.16
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Project Description: Voltage Conversion

$

47,061.72

Need: A segment of 8 spans along William Street have been identified for conversion from 4160-12470.

Scope:

Cost:

Acct & Desc: Amount
1830 - Distribution Poles, Towers, Fixtures S 14,118.52
1835 - O/H Conductors S 18,824.69
1850-Line Transformers S 14,118.52
[PsPe S 31,254.79

Project Description: Conductor Replacement

replacement.

Need: A segment of 8 spans along Marion Avenue has been identified in the Asset Management Plan for

Scope:

Cost:

Acct & Desc: Amount
1830-Poles, Towers & Fixtures S 7,813.70
1835-Overhead Conductors & Devices S 21,878.35
1850-Line Transformers S 1,562.74
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Project Description: Make improvements and updates to the current office location

productivity and pertormance, and enhance organization by ottering better file locations. General Overall
appearance of the office needs to be improved; lack of regular maintenance has left the building in need of a
“facelift”. Management feels the overall cost estimate is inline and will be expensed over the lease period which
aligns with the rate setting process.

Scope:

Cost:

Acct & Desc: Amount
1910 - Leasehold Improvements S 200,000.00

[New Purchase S 38499.00

Project Description: Purchase Office Equipment

Need: Purchase/Lease Office Equipment

Scope:In order to meet the ARC requirements PSP will become independent of its affiliates. Prior equipment
costs have been shared by the affiliate group. PSP will lease or purchase any office equipment deemed
necessary to provide the level of quality service our customers have come to expect.

Cost:

Acct & Desc: Amount
1915 - Office Furniture and Equipment S 38,499.00
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Project Description: Purchase of office computers

Need: Purchase of office computers

Scope: The purchase of office computers on a regular cycle, 4 laptops and a network printer

Cost:
Acct & Desc: Amount
1920 - Computer Equipment S 10,500.00

[New ven S 225000.00

Project Description: Replacement of Digger Derrick truck

Need: Current vehicle is a 1990 model and is 20 years old. The vehicle and attached equipment are becoming
structurally unsound to perform the duties they are required to do.

Scope:

Cost:

Acct & Desc: Amount
1930 - Transportation Equipment S 225,000.00

[Cognos § 700000

Project Description: Cognos

Upgrade to Cognos

Cognos Connection Portal to select reports, view reports and set personal preferences (for languages, time zones etc.). Users can also run
and schedule reports created by a licensed Cognos Bl Studio module, interact with prompts, output the reports to other formats such as PDF
and CSV, subscribe to a scheduled report, create and manage report folders and portal pages and personalize standard reports. Users can
also administer the Cognos Bl Software environment in relation to server, security and report scheduling administration.

Cost:

Acct & Desc: Amount
1925 - Computer Software S 7,000.00
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Variance
from 2006 Variance Variance Variance Variance Variance
2006 Board | 2006 Actual Board 2007 Actual | from 2006 | [ 2008 Actual | from 2007 2009 Actual | from 2008 2010 Bridge | from 2009 from 2010
Description Approved ($) $) Approved $) Actual $) Actual ($) Actual ($) Actual 2011 Test ($)[  Bridge
Land and Buildings
1606-Organization 17,441 118,104 100,663 166,692 48,588 215,280 48,588 263,867 48,588 - 263,867 -
1805-Land - - - - - - - - - - -
1806-Land Rights 34,558 34,608 50 34,628 20 34,648 20 34,668 20 34,688 20 34,708 20
1808-Buildings and Fixtures - - - - - - - - - - -
1810-Leasehold Improvements - - - - - - - - - - 20,000 20,000
Sub-Total-Land and Buildings 51,999 152,712 100,713 201,320 48,608 249,928 48,608 298,535 48,608 34,688 - 263,847 54,708 20,020
TS Primary Above 50
|1815-Transfurmer Station Equipment - Normally Primary above 50 kV' - | | - - | | - | | - - | | - | | -
Sub-Total-TS Primary Above 50 - - - - - - - -
DS
1820-Distribution Station Equipment - Normally Primary below 50 KV 839,632] 959,092 119,460 | [ 1,007,301 48,299 | [ 954681 52710 [ 1,011,027 56,346 | [ 1,050,574 48,547 | [ 1,107,319 47,745
Sub-Total-DS 839,632 959,092 119,460 1,007,391 48,299 954,681 - 52,710 1,011,027 56,346 1,059,574 48,547 1,107,319 47,745
Poles and Wires
1830-Poles, Towers and Fixtures 767,723 894,467 126,744 945,360 50,892 995,552 50,192 1,048,105 52,553 1,104,466 56,361 1,170,453 65,988
1835-Overhead Conductors and Devices 1,132,322 1,317,261 184,939 1,389,893 72,632 1,461,982 72,089 1,535,521 73,539 1,608,764 73,244 1,685,313 76,549
1840-Underground Conduit 207,188 263,489 56,301 286,274 22,785 309,059 22,785 331,844 22,785 354,730 22,886 378,915 24,185
1845-Underground Conductors and Devices 264,468 336,542 72,074 365,919 29,377 395,527 29,608 425,393 29,865 455,471 30,078 485,625 30,154
Sub-Total-Poles and Wires 2,371,701 2,811,759 440,058 2,987,445 175,687 3,162,120 174,674 3,340,862 178,742 3,523,430 182,568 3,720,307 196,876
Line Transformers
[1850-Line Transformers 1,066,145] 1,228,547 613,774 [ 1,207,155 68,609 | [ 1,365,934 68,779 | [ 1,435,917 69,982 | [ 1,506,959 71,043 | [ 1,574,408 67,443
Sub-Total-Line Transformers 1,066,145 1,228,547 613,774 1,297,155 68,609 1,365,934 68,779 1,435,917 69,982 1,506,959 71,043 1,574,403 67,443
Services and Meters
[1855-Services 614,773] 723410 108,637 [ 767.044] 43634 ][ 810.135] 43,001 | [ 853461 ] 43326 | [ 896,324 ] 42863 | [ 938,275 ] 41,950 |
[1860-Meters 265115] 298,807 | 33,602 | 312,571 | 13,763 | 327,190 | 14,619 ] 45601 |- 281,498] | 59,682 | 13,991 | 73,977 | 14,295 |
Sub-Total-Services and Meters 879,888 1,022,217 142,329 1,079,614 57,397 1,137,325 57,711 899,153 - 238,172 956,007 56,854 1,012,252 56,245
General Plant
[1908-Buildings and Fixtures | -] -] | -] -] - - -] - -] -]
|1910—Leasehold Improvements | - | - | | | - | | - | - | | - | | - | - | | - | - |
Sub-Total-General Plant - - - - - - - - - -
IT Assets
[1920-Computer Equipment - Hardware | -] -] -] -] -] - 1,667 | 1,667 | [ 17,041 ] 15,374 | [ 35,803 | 18,761 |
|1925-Computer Software | - | - | - | - | - | - | | 6,343 | 6,343 | | 11,219 | 4,876 | | 18,686 | 7,467 |
Sub-Total-IT Assets - - - - - - 8,011 8,011 28,260 20,250 54,488 26,228
Equipment
1915-Office Furniture and Equipment - - - - - - 1,006 1,006 6,868 5,862
1930-Transportation Equipment - - - - - 24,646 24,646 88,001 63,355
1935-Stores Equipment - - - - - -
1940-Tools, Shop and Garage Equipment - - - - - - 195 195 586 391
1955-Communication Equipment - - - - - - - - - R
1960-Miscellaneous Equipment - - B - - - B - - - - -
Sub-Total-Equipment - - - - - - - 25,848 25,848 95,456 69,608
Other Distribution Assets
1970-Load N 1t Controls - Customer Premises - - - - - - - - -
1975-Load Management Controls - Utility Premises - - - - - - - -
1985-Sentinel Lighting Rental Units - - - - - - - -
1990-Other Tangible Property - - - - - - - - - - - -
1995-Contributions and Grants - Credit (32,562) (67,959) (35,397) (85,326) (17,367) (108,714) (23,387) (138,204) (29,490) (168,438) (30,234) (199,332) (30,895)
2005-Property under Capital Lease
Sub-Total-Other Distribution Assets (32,562) (67,959) (35,397) (85,326) (17,367) (108,714) (23,387) (138,204) (29,490) (168,438) (30,234) (199,332) (30,895)
ACCUMULATED DEPRECIATION TOTAL 5,176,803 6,106,367 1,380,936 6,487,600 381,233 6,761,274 273,674 6,855,301 94,027 6,966,329 111,028 7,419,600 453,271
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VARIANCE ANALYSIS ON ACCUMULATED DEPRECIATION:

Changes in accumulated amortization are directly affected by changes in fixed assets

due to additions, the removal of fully amortized assets from the grouped asset classes,

and the disposition of identifiable assets. The 2006 Board Approved closing balance for
accumulated amortization is based on PSP’s 2004 year end account balances, plus

Tier 1 capital adjustments approved in PSP’s 2006 EDR Application. As such, the

variance between 2006 Board Approved and 2006 Actual represents two years of
amortization changes, and in order to arrive at the annual impact, the variance must be
divided by two. From 2006 Actual to the 2011 Test Year Table 1 shows that the change in
accumulated amortization, which is a representation of the amortization expense in the year for
each of the above accounts. The change in accumulated amortization is a result of capital
expenditures over the period. Since a detailed analysis of capital expenditures has been
provided in this Exhibit, no further explanation of the changes in accumulated amortization
accounts is required. The variance analysis detailed in Exhibit 4, for “Amortization Expense”

also provides support for the variances.
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CAPITAL BUDGET:
Introduction

PSP has been, and continues to be, focused on maintaining the adequacy, reliability, and
guality of service to its distribution customers through effective capital spending. The capital
spending for the 2010 Bridge Year and the 2011 Test year is broken down by account and by
project in Exhibit 2. As projects can be charged to different OEB capital accounts, additional
accounts have been identified where required. All though PSP did not have a formal budget

process in the past it is the intention to follow the Asset Management Plan going forward.
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ASSET MANAGEMENT PLAN SUMMARY::

1. OVERVIEW
Rodan Energy Solutions Inc. (Rodan) had been selected by Parry Sound Power (Parry Sound)
to provide services to develop an Asset Management Plan in combination with a Geographical

Information System (GIS) contained within an Asset Management Tool database.

2. SCOPE OF WORK

Rodan will provide a software platform and comprehensive Asset Condition Assessment Study
for Parry Sound distribution system. This project provided the following high-level
deliverables:

Phase 1:

1. Assess the adequacy of Parry Sound’s available asset condition data in preparing an
objective assessment of asset conditions based on key business objectives such as

safety and service quality standards for reliability;

2. Provide field asset and condition assessment by gathering appropriate data for software
input;

Phase 2:

1. Analyze collected data to determine and document projected end of life parameters to
translate into projections of capital required. Asset data will be modeled to perform
optimization analysis;

2. Assess and compare effectiveness of Parry Sound’s existing asset management system
to recognize any gaps, and to determine current and future implementation of strategic
asset replacement or maintenance plan;

3. Document and record all findings and recommendations of all deliverables in a detailed
report. A presentation summarizing the findings will be made to Parry Sound

management.
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1. Executive Summary

This document outlines Parry Sound Power’s (PSP) Asset Management Strategy for a 5-
year period from 2010 to 2014.

Rodan recently completed a detailed asset inventory and condition assessment of the
transmission and distribution network of (PSP} for the purposes of developing a
Geographic Information System (GIS) and Asset Management Strategy.

The outcome of this project provided a set of values to be used for future planning for
asset replacements, technical upgrades, and ongoing asset management initiatives.
With the data collected onsite and using our industry knowledge regarding asset
management practices, we developed an index that assesses the current status of assets
within the network and a prioritization for future replacements. The tasks involved in
this project are outlined below.

+ Collect on-site field data and GPS locate all transmission and distribution assets
+ Develop a GIS database

« Analyze and assess existing assets for future replacement

e Develop systemn optimization model

e Utilize data to develop an asset management strategy

The inventory summary provides the following key figures indicated in Table 1. These
values were further categorized in the study to provide future capital costs for
replacement of assets.

Asset Inventory - Summary

Asset Quantity

Poles 1652
Overhead Pole Mount Transformers 489
Underground Pad Mount Transformers 66
Overhead Switches 161
Pad Mount Switches 3
Transformer Vault 8
Primary Junctions 12
Conductor - 44kV Overhead 8318 m
Conductor - 12kV Qverhead 30310 m
Conductor - 12kV Underground 835 m
Conductor - 4kV Overhead 29688 m
Conductor - 4kV Underground 7541 m

Table 1: Cverall Asset Inventory
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In parallel with the Asset Management Strategy, a system phase balancing and
optimization study was completed to determine if any system reconfigurations may
offer reductions in line loss and/or improve system reliability. The goal is to identify
opportunities to minimize line losses through technical efficiencies. A number of
opportunities exist to minimize the losses and are outlined in Appendix | System
Optimization Study.

PSP’s primary focus was to ensure the structural and electrical integrity of their assets
was comparable or higher than other utilities throughout Ontario. This would ensure
safety for customers, workers and the general public. A secondary focus of this study
was to utilize industry standard asset life-cycles to define our criteria for determining
asset replacement schedules. We have included key areas or circuit sections identified
by utility personnel as areas where they recommended replacements or upgrades to the
system.

We were able to obtain the number of years most assets have been in service. This
information allows us to model future asset replacement and can be used by PSP as a
tool for determining the future capital needs prior to asset failure.

Based on Rodan’s review of PSP’s assets there were issues identified involving the utility
poles and one overhead transformer identified as leaking and in need of immediate
replacement. Although the age of these assets may suggest eventual replacement will
be required, we suggest continually monitoring and inspecting these assets, as they are
still in operational condition. It is standard practice that during a pole replacement, all
attached equipment is reviewed for replacement at the same time.

The inventory and inspection of PSP’s asset base returned results typical of most
Ontario based utilities. Although age can be used as an indicator for asset replacement,
it should be only one of many assessment variables used to ensure the full service life of
each asset is utilized completely. There are a number of recommendations within this
report that indicate an integration of inspection and maintenance records with the GIS
will prove beneficial for decision making on both discretionary and non-discretionary
capital projects in the future. For the short term (1-5 years), we have identified a
number of projects requiring attention:

e Substation replacement (Project PSP 1: $2.35M)

¢ Individual asset replacements (Projects PSP 2a, b, ¢, d, e, f: $27.7)

¢ Reconstruction of backlot construction to streetside (Projects PSP 3a, b, d:
$285.7K)

¢ Reconductoring (Projects PSP 4a, b, ¢: $140.9K)

e Additional 2010 (Projects PSP5a-5i: $153.7K)

¢ Maintenance 2010 (Projects PSP6a-6k: $306.3K)
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# Year: 201D 2011 2012 2013 2014
1 | PSP1-MSL/MS2* $2,340,219.70 $641,778.05 $895,542.89 | $802,898.76
2 | PSP2a - Pole Replacement $6,914.90 $6,914.90
3 | PSP2h - Pole Replacement $2,912.78 $2,912.78
PSP2c - Transformer
4 | Replacement $1,806.05 $1,806.05
5 | PSP2d - Pole Replacement $4,961.61 $4,961.61
6 | PSP2e - Pole Replacement $2,813.87 $2,813.87
7 | PSP2f - Pole Replacement $8,330.20 $8,330.20
8 | PSP3a - Backlot Relocation $50,625.83 $50,625.83
9 | PSP3b - Backlot Relocation $118,976.17 $118,976.17
10 | PSP3d - Backlet Relocation 5116,102.76 $116,102.76
11 | PSP4a - Reconductoring $43,159.11 $43,159.11
12 | PSP4b - Reconductoring $72,386.56 $72,386.56
13 | PSP4c - Reconductoring $25,396.51 $25,396.51
PSP5a-PSP5i —
14-22 | Additional Projects $418,163.32 $153,665.77 $62,562.17 $62,562.17 $76,811.05 $62,562.16
PSPGa-PSPEk - Maintenance
23-33 | Projects $1,919,391.92 $306,355.02 $403,184.84 $403,193.16 $403,329.45 $403,329.45
Total $5,132,161.29 5468,741.74 | $1,118,213.32 $1.361,298.22 | 51,478,037.77 $705,870.24

Table 2: Schedule and Cost Estimate Summary

Initial estimates suggest a need for approximately $5.11 million to complete these
(2010-2014) projects. We recommend that these projects be reviewed by PSP
management as part of their capital planning and project selection process. This would
allow for ranking and prioritizing the projects to provide the basis for the financial
planning model to be developed for the short term. The project costs are for budgetary
purposes only. Should PSP wish to pursue the implementation of these projects, a price
quotation from one or more vendors based on detailed scope of work including
equipment specifications is necessary.

The overall capital requirements for 2010 are summarized below. This includes the
Asset Management Plan projects identified for that year, and additional projects
developed to maintain and advance the Asset Management Plan.

Parry Sound Capital Worklist {2010)
Asset Management Plan Projects $8,720.95
Additional Projects $153,665.77
Maintenance Projects $306,355.02
Total $5468,741.74

Table 3: 2010 Capital Worklist
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The list of additional and maintenance projects are identified in Section 11.5: Additional

Projects and Section 11.6: Maintenance Projects.
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2. Introduction

PSP feeds the town of Parry Sound. The distribution system consists of two primary
voltage 44kV feeders, feeding 5 Municipal Stations (MS) at 12400/7200V and

4160/2400V, with a total of 19 feeders.

Municipal Station Feeder

MS-1 F1
(4160/2400V) =
F3
F-4
F-5
MS-2 F-6
(4160/2400V) F-7
F8
F-9
F-10
MS-3 F11
(12400/7200V) F-12
MS-4 F13
(4160/2400V) F14
F-15
F16
MS-5 F18
(12400/7200V) F-19
F-20

Table 4: Municipal Station Feeder Assignment

The Ontario Energy Board issued a review' of Ontario’s Electricity Local Distribution
Companies on the status of processes for managing capital assets. The review identified
four key processes that are consistent with good asset management practices:

e |nspections and Maintenance
Capital Expenditure planning
Capital Financing

e |nformation Management

Inspection and Maintenance

The inspection process is used to support maintenance and capital planning. Physical
asset condition and asset performance can be determined only by actual inspection and
testing. It is a process that needs to be routinely performed, and information collected

' Review of Asset Management Practices in the Ontario Electricity Distribution Sector, March 10, 2009,
http://www.oeb.gov.on.ca’OEB/_Documents/Audit/Report_Asset Management_Practices.pdf
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and updated. This leads to improved information, and allows for making important
decisions when evaluating trade-offs between cost and performance.

With the inspection results, a utility may then make conscious and informed decisions
about the level and frequency of maintenance. Objective analysis of actual reliability
results is a key element in determining the level and frequency of maintenance.

Capital Expenditure

In order to select projects [(e.g. self construct, contractor construction, etc) it is
necessary to integrate the needs for renewal or development of the utility asset base
with financial resource planning and acquisition. Projects may also be driven by safety or
health concerns, customer growth, regulatory (legal/statutory) requirements, and those
related to decreasing service quality or reliability. Utility management must have the
information necessary to rank any project to determine the need to schedule
immediately, versus those that may be postponed or deferred. Each significant project
must be supported by appropriate documentation, such that a business case can be
prepared identifying the cost and the expected benefits.

Capital Financing

A utility must balance their total capital spend with their availability of funds. There is
often a trade-off between the availability and the level of spending. To support their
capital plan, a utility must have access to sufficient capital at a reasonable cost. It is
necessary for the utility to target a reasonable debt to equity ratio, that is maintaining a
proportion of equity and debt used to finance the utility’s assets. The target debt to
equity ratio determines the amount of capital spending in excess of funds generated
from operations (including depreciation) that need to be funded by net new debt or
new equity.

Information Management

The organization of, delivery of, and control over information is a key process for a
utility to function. This information is the utilities asset data, and maintained in a
database such as a (GIS). The data and the accuracy of the data are important in
supporting each of the key processes of inspection, maintenance, capital planning and
financing. The GIS must share a common base, and be accessible across all functional
departments.
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3. Objective

The objective of this exercise was to develop the asset management strategy for PSP’s
transmission and distribution assets. The project involved a number of electrical utility
experts to identify key components of the system that require short-term attention, as
well as outline future asset replacement schedules and methods for the continuous
maintenance of the asset registry.

The principles used to develop this document were derived from:

e Acts, Regulations, Cades and Guides

« General Public and Worker Safety

¢ Good Utility Practices

e Qverall System Reliability and Customer Satisfaction

However, this strategy should be reviewed on an annual basis to ensure adjustments
are accommodated with respect to the following:

e Regulatory changes

¢ Performance Reviews

¢ Health and Safety Assessments

e Asset Condition Assessments / Inspections

4. Scope

The development of the asset management strategy involves the analysis of the recent
asset inventory / condition assessment data, as well as current and future capital
construction plans from utility staff. The following asset groups were inventoried,
assessed for current physical condition, categorized based on age, and reviewed for
scheduled replacement:

e Transmission
¢ Substations / Metering Stations
e Distribution
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5. Tasks / Deliverables

The tasks and deliverables for the asset management strategy were defined as follows:

e (Complete field inventory data collection and asset condition assessment.
¢ Summarize for each asset category a listing of potential issues.
e ldentify future needs outlined by local utility staff.
¢ Utilize asset inventory data within a system modeling software solution to
provide technical suggestions for improvements to the system.
¢ Prioritize high-level deterioration models.
¢ Develop recommendations for improvement and a strategic plan for asset
replacements.
e Provide a schedule for asset replacement for all three categories:
1. Substations
2. Transmission
3. Distribution
e Priority ranking of projects
+ Recommendations for ongoing updates and use of the asset management
strategy

6. Pole Structure Assets

Pole Assets - Condition Assessment
PSP's asset base includes 1652 wood poles.

In conducting life cycle analysis, no variable is more critical than the value assigned to
the expected life of a product. Although wood pole systems may last longer than the
periods perceived by most utilities, we have provided a series of expected life cycles for
the various structure materials utilized within the PSP network. The values assigned for
each structure material life expectation were then grouped to provide an age ranking
value. This age risk rating value was then applied to the GIS asset inventory
information. This value can be used to calculate and identify the structures within the
system that require more frequent monitoring and approximate timelines for
replacement.

We also identify the periods at which the majority of the structures will need
replacement. Note that some structures will exceed the expected life and typically 2%-
4% of the structures that have exceeded their expected service life will need to be
replaced. Ongoing inspections and monitoring will allow PSP to determine which
structures fall within this 2%-4% on an annual basis.

10
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Throughout the life cycle of most structures groundline decay is the predominant cause
for failure. However, in certain conditions other influencing factors contribute to pole
failure:

+ Pole top decay (stove piping)

« Decay at connections (bolt and pin holes for cross arms, insulators, equipment,
and attachments)

¢ Splitting of pole tops

e Excessive weathering

We have excluded the following issues that cause structure failures and premature
structure failure from our calculated values:

+ Woodpecker damage

e Antdamage

¢ Maechanical damage (due to vehicular impacts)
e Line upgrades / Additions of Circuits

« Reroutes / Relocates

Throughout the asset inventory and condition assessment, the year of manufacture was
recorded if it was available. The majority (98%) of the structures had a year stamp
indicating the year of shipping from the manufacturer. Although we recognize this may
not be the year of installation, we have assumed that in the majority of cases the year of
installation is the same or within a few months from the date of purchase.

Asset depreciation based on age is a useful tool for predicting future need, however,
many assets will be structurally sound and operational for several years beyond
expected life. These assets should be routinely inspected and monitored to ensure they
are suitable for ongoing service.

Pole Condition: - All Wood Types

Risk Rating Category Hammer Test Visual Condition [ETERE
1&2 No Decay Good None
3 Some Decay Average Loose Hardware / Excessive Weathering
4 Significant Decay | Average Loose Hardware / Excessive Weathering
5 Extreme Decay Poor Split / Pole Top Decay

Table 5: Pole — Condition Risk Category

11
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Pole Material Type: - All Other Wood Types
Age - Risk Rating Category

Year Grouping

1 < 5vyrs
2 5-9 yrs
3 10-19 yrs
4 20-29 yrs
5 > 30yrs

Location Risk:

Table 6: Pole Material — Age Risk Category

In order to aid PSP in prioritizing replacement programs the overall system reliability
and continuity of service must be considered. Having a GIS provided the ability to apply
a location risk rating to each asset. We determined that the location risk rating could be
sub-divided into two categories; one pertaining to the entire system, and the other
pertaining to the servicing of critical (public health/safety) and major economic
customers. Tables 7 and 8 indicate the risk rating criteria used for the overall system and
customer servicing/business risks.

Pole Location: - All Wood Types: - Location Risk

Risk Rating Category

Secondary / Servicing

System Location

Single Phase

Three Phase

Multiple Circuit / Close Proximity to Substation

|l |wlN

Transmission

Table 7: Pole Material — Location Risk Category

Pole Locatiol

Rating Category

System Location (With Respect to Customer Base)

- All Wood Types: - Business Risk

1 End of Single Phase Run or Secondary

2 Three Phase

3 Close Proximity to Substation

4 Services One Critical Customer of Major Economic Customer

5 Services Multiple Critical Customers or Major Economic Customers

Table 8: Pole Material — Customer Service Risk Category
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A variety of studies and field collected data indicate that western cedar and steel
structures have on average a longer life cycle than poles of other wood species. The
following tables indicate the values applied in this study to calculate the age risk rating

for western cedar and steel poles.

Pole Material Average Life (Yrs.)
Woestern Cedar (we, weod 60
Southern Pine (Jp, JPP, RP, RPP, SPP, SYP, Wood) 40
Douglas Fir 35
Panderosa Pine 40
Lodge Pole Pine 35
Concrete 30
Steel 60
Compaosite 20
Table 9: Pole Material — Average Expected Life
Pole Material Type: - Western Cedar, Steel
Age - Risk Rating Category Year Grouping
1 < 10yrs
2 11-24 yrs
3 25-40 yrs
4 41-54 yrs
5 >55yrs
Table 10: Pole Material — Age Risk Category
Pole Material Type: - All Other Wood Types
Age - Risk Rating Category Year Grouping
1 < 5yrs
2 5-9 yrs
3 10-19 yrs
L 20-29 yrs
5 > 30vyrs

Table 11: Pole Material — Age Risk Category
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Probability of Replacement

Western Cedar and Steel Pole Replacement
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Figure 1: Western Cedar and Steel Pole Replacement Probability

Probability of Replacement

Wood Pole Replacement Probability
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Figure 2: Wood Pole Replacement Probability
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Using the asset inventory details and applying the age risk category to each structure,
the calculated Age Risk for the Pole assets are as follows:

Calculated Age Risk Rating Category Quantity

1 52
2 76
3 957
4 235
5 282
Total 1652

Table 12: Parry Sound Power - Distribution of Poles Based on Calculated Age Risk Category

Pole Risk Categories

The information regarding the supporting structures at PSP that have been installed,
maintained, and replaced at various periods throughout the existence of the utility is
contained in Appendix A. During times of economic development and community
growth, greater volumes of poles were installed than other periods. This trend is
common in most utilities. However, the replacement strategy will in most cases mirror
the initial construction schedule. PSP required a means of inventorying all assets and
determining a short and long term plan for monitoring, maintaining, and replacing
assets. Appendix A provides this inventory listing and assigns numerical ratings for the
following variables [according to industry standard life cycle models):

e Age Risk - The age of the asset with respect to the expected asset life.

e (ondition Risk - The physical condition of the asset or any noticeable damages.

e Llocation Risk - The location of the asset with respect to the circuits —
Transmission, Distribution, Secondary

e Business Risk - The location of the asset with respect to critical customers (i.e.
does this structure support critical customers?)

In order to prioritize the pole structures in need further inspection (scientific or visual),
we calculated an overall weighted risk rating using the aforementioned risk categories:

Overall Risk = {{Age Risk * 30%])+{Condition Risk * 50%)+{Location Risk * 10%)+{Business Risk*10%])*4

Using this value as an attribute of the poles, we can utilize the GIS to thematically color
code the poles on a map, providing the specific locations of structures determined to be
a calculated risk.

This inventory and asset valuation provided a means of calculating current replacement
costs for assets. Using inflation rates, we calculated the financial requirements for pole
replacements for the next five years.
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Pole Capital Requirements

The information for the capital requirement for the poles for the next five years is
contained in Appendix B. This list only includes the structures that may require
replacement and are determined to have reached or exceeded their expected life cycle.
The table indicates which structures will need to be monitored closely for future
replacement.

This inventory and asset valuation provided a means of calculating current replacement
costs for each asset. Using inflation rates, we calculated the financial requirements for
pole replacements for the next five years. Industry studies show that most assets will
exceed the proposed asset life cycle; however, an average of 2-4% of those assets need
to be replaced annually. We have calculated the projected annual financial requirement
at 3% to determine the annual requirement for all poles within the system (PSP owned
poles only).

7. Transformer Assets
Transformer Assets — Condition Assessment
PSP has 499 pole mounted and 66 pad mounted transformers.

During the asset inventory and condition assessment, the year of manufacture for
transformers was not recorded. The assumption was made that the date of installation
in 95% of the cases would correspond with the installation date of the pole or line
section that it was installed on. Although we recognize this year of pole installation may
not be the year of installation — we assumed that in over 90% of the cases that the year
of installation is the same year or within a few months from the date of purchase.

Asset depreciation based on age is a useful tool for predicting future need. However,
many assets are operational for many years beyond the expected life. These assets
should be routinely inspected and monitored to ensure they are suitable for ongoing
service.

Pole and Pad Mount Transformers

Age - Risk Rating Category Year Grouping
1 < 5yrs
2 5-9 yrs
3 10-19 yrs
L 20-29 yrs
5 > 30yrs

Table 13: Transformer — Age Risk Category
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Location:

In order to determine a location risk rating; we would require further information that
links customer information to transformers. The recent smart metering project will
yield this information. Once this information is available, an analysis can be done to
identify which transformers feed critical customers as well as identify the particular
assets servicing larger commercial and industrial customers. This information will also
permit accurate transformer loading to be assigned to each transformer. Ensuring
transformers are neither overloaded or underloaded will increase the service life of
these assets.

Pole Mounted Transformers

The inventory and visual condition assessment information for the entire pole mounted
transformers in the PSP distribution system is contained in Appendix C. This includes
the data collected in the field and the existing attributes from PSP's transformer asset
registry. The age of the transformer had to be assumed to be the same age as the pole
it was mounted on (no previous age information existed). This age value was utilized to
assign the numerical age risk category for prioritizing which assets will likely need
replacement and in which arder. It also provides a listing of the transformers that may
require more frequent inspections and/or testing. Detailed depreciation and utilization
models will be able to be determined once the customer information is integrated with
the transformers. Actual loading values will be available to assist with determining
over-loaded or under-loaded transformers (both contributing factors to decreasing the
life expectancy of a transformer).

Pad Mounted Transformers

The inventory and visual condition assessment information for the entire pad mounted
transformers in the PSP distribution system is contained in Appendix D. This includes
the data collected in the field and the existing attributes from PSP’s transformer asset
registry. The age of the transformer had to be assumed to be the same age of the
nearest adjacent asset (na previous age information existed). This age value was
utilized to assign the numerical age risk category for prioritizing which assets will likely
need replacement and in which order. It also provides a listing of the transformers that
may require mare frequent inspections and/or testing. Detailed depreciation and
utilization models will be able to be determined once the customer information is
integrated with the transformers. Actual loading values will be available to assist with
determining over-loaded or under-loaded transformers (both contributing factors to
decreasing the life expectancy of a transformer).

There are some older secondary and service line sections that will requirement
replacement in the coming years. At this point they are providing acceptable levels of
service and unless a customer requests a service to be replaced there is no need for
replacement at this point. These lines should be part of a regular inspection process and
monitored closely for changes in condition.

17
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8. Substation Assets

Substation Asset — Condition Assessment

An inventory of each substation was performed and is contained in Appendix F. Year of
manufacture was collected from name plates if available. Through suggestions from PSP
personnel and upon reviewing asset condition and age of equipment — it is
recommended that MS1/MS2 be replaced within the immediate future.

Although the MS3 has been recently rebuilt and is just starting a new life cycle —
continuous inspections, maintenance, and monitoring (leakages, low oil levels, and over
heated joints, for example) should extend the life of these assets for 45 more years.

MS4 and MS5 are relatively new assets, they still require ongoing inspections and
monitoring, but should provide service for an additional 20-30 years.

Additional information regarding outage records and loading would need to be collected
and analyzed over time to provide an accurate assessment of the remaining life for
individual assets within the substation/metering station.

9. Deterioration Models and Assumptions

The field inventory provided detailed condition information for all the assets. A visual
inspection was completed for all overhead and visible underground assets.

s Conductors

s Transformers

s Switches

e Qther Equipment

Assumptions:
Transmission:
e Equipmentis replaced concurrently with structure replacements
e Conductors are replaced concurrently with structure replacements
¢ Pole framings, hardware, cross arms, anchors, and guying are replaced
concurrently with structure replacements.

Substations/Metering Stations:
e All components of a station structure are replaced when replacing a given
substation or metering station.

18
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o Each device or piece of equipment may be replaced as needed
independent of the replacement of the overall structure.

Distribution:
e Equipmentis replaced concurrently with structure replacements
¢ Conductors are replaced concurrently with structure replacements
¢ Pole framings, hardware, cross arms, anchors, and guying are replaced
concurrently with structure replacements.

10. Financial Assumptions

In order to calculate the full life cycle cost of an asset, consideration must be given to
the following:

e Environmental Conditions

+ Material Costs

« Material Availability

+ Construction Costs

¢ Projected Service Life

e Inspection Costs (Typically from $9/pole for wood and $3/pole for other
materials)

+ Inspection Frequency

e Maintenance Costs

+« Maintenance Frequency

In order to determine future costs of an asset — we utilized “Present Value Analysis”.
This approach properly weighs all material variables within the calculation:

FV — Future Value

PV — Present Value

R — Inflation Rate (assumed 4%)

N — Year Number [Number of years from present]

FV = PV*(1+R)"

Equation 1: Future Value Analysis

We used straight-line depreciation method to determine the cost of usage of an asset.
This method recognizes the reduction in the value of the asset through wear and tear,
as well as aging. Straight-line depreciation is calculated using original cost of the asset,
subtracting its estimated salvage value and dividing by the estimated # of years of useful
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life. This method uses a fixed percentage rate and the rate is applied annually to the
undepreciated balance of the asset’s value.

Depreciated Value =  (Original Cost) — (Salvage Cost)

(Number of Years of Useful Life)
Equation 2: Depreciated Value

During our valuation process each asset type was assigned a number of years for an
expected life span using straight line depreciation to a value of 0.

20
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11. Identified Project Details

11.1 Substation Replacement

MS1 / MS2 — Replacement

The 4160/2400 V distribution system provided from MS1/MS2 feeds a large majority of
the downtown core of the town. The MS1/MS2 substation is located at 1 Farrer St., just
east of the generating facility. The Hydro-One 44kV provides supply to this site. MS1
distributes to 5 feeders (F1-F5). MS2 distributes to 5 feeders as well (F6-F10).

\5 || N

Recent planning has commenced for the
replacement of MS1 and MS2 to an adjacent
property (currently owned by PSP). The
construction of this new site will involve
minimal interruption to service to the customer
base fed from MS1 and MS2. The voltage of this
site will remain the same at 4160/2400 V. This
will ensure that backup supply can be provided
to MS4, allowing for ongoing feeder
configuration flexibility within the limits of MS1,
MS2, and M54 feeder extents.

e MS1/MS2 Replacement Project PSP1 $2,340,219.70
Total: $2,340,219.70
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11.2 Individual Asset Replacements

The field data collection project identified four
pole sites and one transformer site
requiring asset replacement due to deteriorated
In addition there are three sites
requiring future monitoring and/or further analysis.

individual

asset condition.

These structures were identified with respect to the
requiring the need for
replacement. They were also assessed with respect
to their position within the network (i.e. proximity to
of circuits the structure is
supporting, voltage of circuits). They also have an

type of issue

substation, number

age risk rating that was applied.

planned

The evaluation of these variables permitted the prioritization for the replacement

schedule,

e Individual Pole Replacement
e Individual Pole Replacement

« Individual Transformer Replacement

e Individual Pole Replacement
e Individual Pole Replacement
¢ Individual Pole Replacement

Project PSP2a
Project PSP2b
Project PSP2c
Project PSP2d
Project PSP2e
Project PSP2f

$6,914.90
$2,912.78
$1,806.05
$4,961.61
$2,813.87
$8.330.20

Total:

527,739.40
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11.3 Rebuild to Streetside Construction

PSP personnel have identified three sites in

need of future reconstruction from backlot to
streetside.

The following have been identified for future
reconstruction:

Street Name: Voltage:
James Street Primary
Miller Street Primary
Spruce Street Primary

The transition of these line sections will provide
easier access and permit utility staff to restore
service in a shorter period of time. Two of
these sites (James St. and Miller St.) provide
servicing to the downtown core. Miller St. and
Spruce St. are comprised of aging assets that
are reaching the end of their expected life cycle
{these structures fall within the category 4
and/or 5 age risk rating).

The Spruce St. project traverses through a
forested region. Access to this site requires
considerably more resources for restoration
and / or maintenance efforts.

L]
| Projects: James 5t.  Miller 5t.

Spruce St.

Although the Spruce St. site is located at the outer limits of the F18 feeder it does
provide the tie to MS3 for backup supply. In the event F18 is fed from MS3, then the
location switches to the starting point of this feeder. Currently it is the only means of
providing backup supply to the F18 customer base if an issue is to arise with MS5.

s Reconstruction of Backlot
to Streetside Construction

Project PSP3a $ 50,625.83
Project PSP3b $118,976.17
Project PSP3d $116,102.76

Total: $285,704.75
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11.4 Reconductoring

PSP personnel have identified three line sections sites in need of future reconductoring.
The following have been identified for future relocation:

Streot Name: Voltage:
Joseph Street 12,470 v
Isabella Street 12,470V
Beatty Street 12,470V

| Projects: Joseph St.  Isabella St Beatty St. |

The reconductoring of these line sections will provide decreased line loss and increased
reliability. Two of these line sections (Isabella St. and Joseph St.) provide servicing to
the Parry Sound Mall. The supporting structures for these line sections are relatively
new compared with the rest of the system (the majority of the supporting structures fall

within the age risk categories of 2 -3). Therefore, the entire line reconstruction is not
required.

e Reconductoring Project PSP4a 543,159.11
Project PSP4b $72,386.56

Project PSP4c 525,396.51

Total: 5140,942.18

A listing of individual projects identified is contained in Appendix G. For the listed
projects, further individual project details are contained in Appendix H. The project
costs are for budgetary purposes only. Should PSP wish to pursue the implementation
of these projects, a price quotation from one or more vendors based on detailed scope
of work including equipment specifications is necessary.
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11.5 Additional Projects

PSP personnel have identified additional projects that support the GIS database and
advance the information residing in the software. These projects are anticipated to be
completed in 2010.

15 | PSPEh - MS2 Feeder #9 Terminations $2,720.94
16 | PSP5c - Re-Conductor PI-6to PV-4 $18,648.31
17 | PSP5d - Pole Capital Reserve $41,728.81
18 | PSP5e - Pole ownership Plan $1,335.06
19 | PSP5f - Inspection of "Replace" poles $22,366.06
20 | PSP5g - Green Energy Plan $27,500.00
21 | PSP5Sh -MS3 125 William St Fencing $12,785.42
22 | PSP5I -Connection services $26,581.17

Subtotal $153,665.77

Table 14: Additional Projects

A predefined identification numbering system is to be defined so that each pole,
transformer, and switch may be labeled and the numbering system may be coordinated
with the GIS database.

Atotal of 83 poles were defined as "Replace", such that the expected life of the pale has
been reached. Further inspection and monitoring of these poles will determine whether
these structures are in good condition or have thus reached end-of-life and need to be
replaced. It is reasonable to expect more than 50% of these poles will exceed the
expected life. As long as continuous pole maintenance practices are continued to
address the key degradation mechanisms:

e Pole Top Decay

e Decay at Connections
e Pole Top Splitting

e Excessive Weathering
¢ Groundline Rot

It is expected that a detail condition inspection on many of these identified structures
will result in readjustment of the calculated risk rating that initially indicated
replacement.

As part of the 2011 Rate Application, a Green Energy Act Plan is to be submitted. This
plan is to outline the distributor’s readiness to accommodate renewable generation and
to identify any expansion or reinforcement necessary. Also included is the eventual
development and implementation of the smart grid.
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A listing of individual projects identified is contained in Appendix G. For the listed
projects, further individual project details are contained in Appendix H. The project
costs are for budgetary purposes only. Should PSP wish to pursue the implementation
of these projects, a price quotation from one or more vendors based on detailed scope
of work including equipment specifications is necessary. A rough order of magnitude
estimate for each project has been provided to determine expected resource
requirements.

11.6 Maintenance Projects

On-going asset maintenance requires continuous effort and decisions regarding extent
and frequency. Over a period of time, records management will indicate reliability
benefits with respect to efforts expended on maintenance. In some cases, inspections
and maintenance can be completed concurrently. The following are identified
maintenance projects for the year 2010.

23 | PSP6a - Infrared Scanning 5 1,063.12
24 | PSP6b - Oil Sampling Sub-stations S 1,4219.04
25 | PSP6c - Underground Maintenance S 20,598.70
26 | PSPed - Switch Maintenance S 53,563.97
27 | PSPGe - Line Patrols 5 7,128.95
28 | PSP&f - Sub-staticn Inspections 3 6,356.11
29 | PSPBg - Sub-Station Breaker/Relay Maintenance S 10,215.42
30 | PSPEh - Sub-staticn Maintenance 5 1,721.24
31 | PSP6I - Pole top Maintenance S 67,884.38
32 | PSP6] - Tree Trimming Maintenance s 93,169.81
33 | PSPek - Miscellanecus {Switching, Meter, etc} S 43,234.29
34 | PSP7 —Conductor Replacement $34,047.73

Subtotal $340,402.76

Table 15: Maintenance Projects

These maintenance projects will identify abnormalities and potential causes to defects
and failures. By developing a regular maintenance schedule, these efforts may prevent
failures, unplanned outages, and may prolong the life of Parry Sound Pawer’s assets.
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Schedule
# | ouarter: | a2 [ a3 | a4 |
1 PSP1- MS1/ Ms2
2 P5P2a - Pole Replacement
3 PSP2hb - Pole Replacement
4 PSP2c- T fi Repl
5 PSP2d - Pole Replacement
6 PSP2e - Pole Replacement
7 P5P2f - Pole Removal
] P5P3a - Backlot Relocation -
9 P5P3b - Backlot Relocation
10 P5P3d - Backlot Relocation
11 PSP4a - Reconductoring
12 PSP4b - Reconductoring
13 P5P4c - Reconductoring
PSP5a - Asset Identification (Pole
14 Numberin
PSPSh - MS2 Feeder #9
15 Terminati
16 P5P5c - Re-Conductor PJ-6 to PV-4
17 PSP5d - Pole Capital Reserve
18 PSP5e - Pole hip Plan
PSP5f - Inspection of "Replace” .
19 poles




/>Qﬁwal

P5PS5g - Green Energy Plan
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PSP5h -MS3 125 William St Fencing

PSP5i -Connection services

PSP6a - Infrared Scanning

PSP6h - Gil Sampling Sub

PSP6c - Underground Mai e

PSP6d - Switch Mai e

P5P6e - Line Patrols

Blummienees =

PSP6f - Sub ion Inspections

PSP6g - Sub-Station Breaker

PSP6h - Sub P, o

R8E

P5PGi - Pole top Maintenance

32

PSPB] - Tree Trimming
Maintenance

PSPBk - Miscellaneous (Switching,
Meter, etc)

B8

PSP7a - Conductor Replacement

&

PSP8 - Voltage Conversion -
‘William Street

P5P9 - Reconductor Marion Ave. 8
Spans

37

PSP10 - Reconductor Church 5t. - 8
Spans

38

P5P11 - Reconductor Isabella 5t.- 8
Spans
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# Quarter: oljaz|a3|ad|Ql|a2|a03 |04 |Ql |Q2|Q3 |04 |Q1]|Q2|Q3|Q4 |Ql|Q2|a3|aQd
PSP12 - Town Office Transformer &

39 Service Relocations
P5P13 - Canadore College Line
40 Relocation

Table 16: Project Schedule (2010-2014)

The above schedule is tentative and it will be Parry Sound Power’s responsibility to schedule and make available the resources to
complete each project.
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13. Recommendations

In arder to ensure that asset management infarmation is current and supportive enough
to make sound decisions, and executing the appropriate projects at the proper time and
at the appropriate level of expenditure we recommend the following activities:

Inspections

Inspections will assist with providing the information necessary for making accurate
asset management decisions. The inspection results will aid with determining future
inspection schedules and maintenance planning. At a minimum, inspections should
comply with the QEB’s Distribution System Code.

The inspection records should be integrated with the GIS. This will permit PSP the
ahility to visualize all inspection details in a spatial context. It will also permit the cross-
referancing of outages and/or other network issues with individual assets. The
inspection results should be a primary input for decisions on maintenance efforts. An
internal audit or review should be performed to ensure all assets are completed.

Maintenance

On-going asset maintenance requires continuous effort and decisions regarding extent
and frequency. Over a period of time, records management will indicate reliability
benefits with respect to efforts expended on maintenance. In some cases, inspections
and maintenance can be completed concurrently (i.e. pole testing and treatment as well
as a complete pole line inspection).

It is recommended that PSP have some defined process for cause/effect analysis in the
event of an outage. The results of the cause/effect analysis could be cross-referenced in
the GIS for other assets with similar characteristics to ensure inspections and
maintenance is applied accordingly. The cause/effect analysis should incorporate
standardized codes that are in compliance with those codes determined by the OEB.

It is also recommended that maintenance standards be defined in a document,
providing specific detail regarding procedures for each maintenance activity. This will
ensure consistency for each time an activity is performed. Maintenance records should
be linked to the GIS and readily available for cross-referencing with an outage or other
incident records.
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Information Management

It is our recommendation that the GIS be continuously used as the central repository for
maintaining an asset inventory. Additional information systems that track and monitor
inspections, maintenance, capital planning, and financing can all easily be integrated
with the GIS. This provides a common base of asset data and a portal for visualizing
information from all inter-related sources.

Key considerations with respect to information management are:

o Asset data should be easily accessible by all engineering and operations
personnel.

¢ The GIS system should be integrated with other information management
systems (inspections, maintenance, capital projects, and outages.)

e Paper-based processes are to be eliminated to a reasonable extent, with all
information systems integrated (avoiding duplication of data entry and ensuring
everyone has the most current data available for decision making).

« Management should have regular access to integrated information and reports
regarding asset management activities and outcomes.

Appendix J outlines the recommendations from the OEB Review of Asset Management
Practices in the Ontario Electricity Distribution Sector, March 10, 2009.
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DISCLAIMER

Rodan Energy Solutions Inc. {“Rodan”} shall only be liable to the client to whom this report is addressed (“Client”} for
damages that arise directly out of the negligence or the willful miscenduct of Rodan in meeting its obligations under
this report.

Notwithstanding the foregoing, Redan shall net be liable under any circumstances whatsoever for any loss of prefits
or revenues, business interruption losses, loss of contract or loss ef goodwill, or for any indirect, consequential,
incidental er special damages, including but not limited to punitive er exemplary damages, whether any of the said
liahility, loss or damages arise in contract, tert or ctherwise.

In any event, the total liability of Redan to the Client for any claim for damages will not exceed the ameunts paid by
the Client for this report.

ASSUMPTIONS AND RELIANCES

Rodan has assumed the authenticity of all documents submitted and relied on the representations and information
made available to prepare this report. We have not undertaken any special or independent investigation to
determine the existence cr absence of such facts or circumstances.

THIRD PARTY DISCLAIMER

This document has been prepared in response to a specific request for service from the client to whem it is
addressed. The content of this document is not intended for the use of, norisit intended to be relied upen, by any
person, firm, or corperation, other than the client of Rodan to whom it is addressed. Rodan denies any liability
whatsoever to other parties, who may obtain access to this document, for damages or injury suffered by such third
parties arising from use of this document by them, without the express prior written authority of Rodan and its client
who has commissicned this decument.
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CAPITALIZATION POLICY:
As stated earlier in this application PSP currently does not have a formal written Capitalization

Policy. However, PSP follows the CICA handbook on asset definition and capitalization:

GUIDELINES

Capital Assets

Capital Assets include tangible assets which include property, plant, and equipment provided
they are held for use in the production or supply of goods and services. A capital expenditure
must provide a benefit lasting beyond one year. Capital expenditures also include the
improvement or “betterment” of existing assets. Intangible assets are also considered capital

assets and are identified as assets that lack physical substance.

Betterment

A “betterment” is a cost which enhances the service potential of a capital asset and is therefore
capitalized. A “betterment” includes increasing the capacity of the asset, lowering associated
operating costs, improving the quality of output or extending the asset useful life. This
enhancement can result in an increase in physical output or service capacity, a decrease to
operating costs, extension of the useful life of the asset, or improvement in the quality of the

asset’s output.

Repair

A repair is a cost incurred to maintain the service potential of a capital asset. Expenditures for
repairs are expensed to the current operating period. Expenditures for repairs and/or
maintenance designed to maintain an asset in its original state are not capital expenditures and

should be charged to an operating account.

MATERIALITY
PSP does examine the future benefit of all dollars considered for capital. Currently we do not
have a material threshold; simply put should the dollar value of cost incurred provide a future

benefit or betterment to our system it is considered capital.
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CAPITAL ASSET RECORDS

Cost
Cost is the amount of consideration given up to acquire, construct, develop or better a capital

asset. Capital assets will be recorded at the fully allocated cost.

Fully Allocated costs
Fully allocated costs include all expenditures necessary to put a capital asset in service

including all overhead cost based on full absorption costing.

Amortization

Capital assets are generally amortized based on a method and life set by the OEB which is
considered a suitable indicator of estimated useful life for the electrical distribution industry.
Large and unigue capital expenditures will be reviewed on an individual basis to determine the

expected life and appropriate method of depreciation.

Capital Spares
Spare transformers will be accounted for as capital assets since they form an integral part of the
reliability program for a distribution system. These spares are held for the purpose of backing

up transformers in-service for the distribution system.

Extraordinary Iltems

Extraordinary items will be identified separately provided they exceed the materiality threshold
established by the OEB. There may be instances where the cost of a non-capital expenditure
may be deferred or in effect capitalized. For example a major infrequent repair on an existing
asset, a regulatory process resulting in a major cost to the operating plant without actual
replacement or betterment, and repairs to property loss resulting from extraordinary events such
as an ice storm are costs which may be eligible for deferment. Recovery of extraordinary items

through rates as a “Z” Factor expense will follow OEB guidelines.
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SERVICE QUALITY AND RELIABILITY PERFORMANCE

PSP tracks service reliability statistics SAIDI (System Average Interruption Duration Index),
SAIFI (System Average Interruption Frequency Index) and CAIDI (Customer Average
Interruption Duration Index) including and excluding Hydro One related incidents. The following
table shows actual results for the past three years. As indicated in the chart below, PSP’s 2006,

2007 and 2008 reliability performance is within acceptable levels.

PSP is committed to the reliability of the distribution system and has set a target index of 1.5 for
both SAIDI and SAIFI. In order to meet these targets PSP will need to continue making capital
investments in infrastructure over the next two years at levels which were expended in 2006 and
2007. A previous review of PSP’s reliability SQI's during the years 2002 to 2006 indicated that
the most frequent cause of outages after scheduled outages (Interruption Code 1 in OEB
Reporting) was defective equipment (Interruption Code 5). In addition, after bulk system
outages (Interruption Code 2), defective equipment accounted for the most customer outage
hours. Defective equipment outages are primarily due to age and condition, lightning strikes or
other weather related phenomenon. A further review of the reliability statistics indicates the
most frequent equipment failures are underground cables and transformers (the highest
percentage of transformer failures occurs on the underground system), with underground cables
responsible for the most customer outage hours. The second highest humber of customer
outage hours relating to defective equipment is associated with overhead conductors and

switches.

Table 2
PSP Service Reliability Indices
(Including Average for Performance Comparisons)

Includes Loss of Supply (Five Years of Statistics — 2005 to 2009)

Index

Index 2005 2006 2007 2008 2009 5 year
average

SAIDI No data 0.36 0.62 16.47 1.54 4,74

SAIFI No data 0.65 3.94 11.26 0.06 3.97

CAIDI No data 0.55 0.16 1.46 24.10 6.56
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Index 2006 2007 2008 2009
SAIDI No data 0.62 14.76 154
SAIFI No data 3.94 0.77 0.06
CAIDI No data 0.16 19.09 24.10
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Allowance for Working Capital:
WORKING CAPITAL CALCULATION:

Overview:

PSP’s working capital allowance is forecast to be $ 1,470,970 for 2011 and is based on the
“15% of specific OM&A accounts formula approach” referred to at page 14 of the Board's Filing
Requirements. PSP provided its calculations by account for each of 2006 Actual, 2007 Actual,
2008 Actual, 2009 Actual, the 2010 Bridge Year and the 2011 Test Year in Table 1 on the
following pages. PSP has provided a spreadsheet setting out Cost of Power calculations as
Appendix A to this Schedule. PSP used the cost of power rate of $0.06938 for RPP customers
plus an estimate of $0.06438 per kwh which includes an estimate for the global adjustment for

non RPP customers.
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Allowance for Allowance for Allowance for Allowance for| 2010 Allowance for 2011 Allowance for
Description 2006 Actual | Working | [2007 Actual| Working | {2008 Actual| Working | |2009 Actual| Working Bl Working Test Working
Capital Capital Capital Capital Capital Capital
Rate used for Working Capital Allowance 15% 15% 15% 15% 15% 15%
5005-Operation Supenvision and Engineering 18,891 2,834 14,605 2,191 15,701 2,355 17,505 2,626 4,726 709 - -
5017-Distribution Station Equipment -Operation Supplies and Exp. 6,691 1,004 6,894 1,034 6,968 1,045 7,499 1,125 7,714 1,157 7,945 1,192
5020-Overhead Distribution Lines and Feeders - Operation Labour 3,607 541 2,335 350 3,351 503 3,569 535 133 20 - -
5025-Overhead Distribution Lines & Feeders -Operation Supplies and Exp. 55 8 55 8 - - - 55 8 55 8
5035-Overhead Distribution Transformers- Operation 401 60 298 45 - - 235 35 - - - -
5040-Underground Distribution Lines and Feeders - Operation Labour 8,631 1,295 7,738 1,161 11,495 1,724 10,875 1,631 23,671 3,551 22,372 3,356
5055-Underground Distribution Transformers - Operation - - 139 21 - - - - - - - -
5065-Meter Expense 11,313 1,697 17,919 2,688 12,765 1,915 10,873 1,631 11,608 1,741 9,684 1,453
5070-Customer Premises - Operation Labour 110 16 - - - - - - 84 13 - -
5075-Customer Premises - Materials and Expenses 20 3 -
5085-Miscellaneous Distribution Expense 600 90 - - - - - - - - - -
5095-Owerhead Distribution Lines and Feeders - Rental Paid 801 120 801 120 801 120 801 120 801 120 801 120
5096-Other Rent - - 11,887 1,783 6,198 930 5,944 892 5,944 892 5,944 892
Sub-Total 51,120 7,668 63,190 9,479 57,279 8,592 57,300 8,595 54,737 8,210 46,801 7,020
5105-Maintenance Supenvision and Engineering 5,633 845 5,076 761 5,456 818 5,942 891 1,551 233
5110-Maintenance of Buildings and Fixtures - Distribution Stations - - - - - - - - - - - -
5114-Maintenance of Distribution Station Equipment (11,903) (1,785), 23,581 3,537 20,284 3,043 24,313 3,647 53,105 7,966 27,923 4,189
5120-Maintenance of Poles, Towers and Fixtures 39,962 5,994 48,404 7,261 49,164 7,375 45,697 6,855 85,255 12,788 145,926 21,889
5125-Maintenance of Overhead Conductors and Devices 94,237 14,136 56,675 8,501 73,369 11,005 65,593 9,839 91,277 13,692 126,867 19,030
5130-Maintenance of Overhead Senices 11,439 1,716 11,433 1,715 15,234 2,285 11,775 1,766 38,374 5,756 35,524 5,329
5135-Owerhead Distribution Lines and Feeders - Right of Way 45,123 6,769 78,176 11,726 36,976 5,546 70,202 10,530 102,929 15,439 103,086 15,463
5145-Maintenance of Underground Conduit 733 110 896 134 979 147 7,112 1,067 5,838 876 12,624 1,894
5150-Maintenance of Underground Conductors and Devices 2,141 321 4,723 709 4,114 617 3,460 519 28,953 4,343 15,772 2,366
5155-Maintenance of Underground Senices 2,126 319 5,387 808 1,957 294 2,383 357 1,063 159 428 64
5160-Maintenance of Line Transformers 10,234 1,535 13,109 1,966 38,338 5,751 8,326 1,249 21,147 3,172 44,994 6,749
5175-Maintenance of Meters 4,730 710 13,991 2,099 17,730 2,659 14,199 2,130 5,187 778 5113 767
5196-Maintenance of Other Installations on Customer Premises 9,482 1,422 4,594 689 5,037 755 24,644 3,697 10,629 1,594 - -
Sub-Total 213,937 32,091 266,047 39,907 268,637 40,296 283,648 42,547 445,310 66,796 518,258 77,739
Billing and Collectons .
5310-Meter Reading Expense 41,342 6,201 47,648 7,147 52,540 7,881 55,589 8,338 38,155 5723 19,207 2,881
5315-Customer Billing 210,790 31,618 190,826 28,624 240,028 36,004 249,425 37,414 238,632 35,795 271,480 40,722
5320-Collecting 107,646 16,147 108,645 16,297 81,059 12,159 64,374 9,656 76,895 11,534 99,036 14,855
5325-Collecting- Cash Over and Short 95 14 (30) (5) - - - - 100 15 100 15
5335-Bad Deht Expense 15,669 2,350 (4,398) (660) - - 11,075 1,661 5,200 780 5,200 780
Sub-Total 375,543 56,331 342,691 51,404 373,628 56,044 380,463 57,069 358,982 53,847 395,022 59,253

5410-Community Relations - Sundry 16,897 2,535 13,368 2,005 12,948 1,942 21,616 3,242 14,600 2,190 13,423 2,013

5415-Energy Consenation 10,648 1,597 75,485 11,323 39,432 5,915 - - - - - -

5420-Community Safety Program 925 139 948 142 - - -

5425-Miscellaneous Customer Senice and Informational Expenses 2,185 328 - - - - - - - - - -
Sub-Total 30,656 4,598 89,801 13,470 52,381 7,857 21,616 3,242 14,600 2,190 13,423 2,013

5605-Execufive Salaries and Expenses 15,820 2,373 8,147 1,022 6,890 1,033 5,934 890 6,248 937 13,929 2,089
5615-General Administrative Salaries and Expenses 164,885 24,733 170034]  25505| 204546]  30.682|| 209,600[  31.440|| 224838  33726|| 301,318] 45198
5620-Office Supplies and Expenses 28,689 4,303 32,062 4,809 34,426 5,164 50,002 7,500 106,182] 15,927 128,468] 19,270
5625-Administrative Expense Transferred Credit 114,641 17,196 - - 105,514 15,827 131,215 19,682 - - - -
5630-Outside Senices Employed 23,303 3495| [ 124227| 18,634 24,216 3,632 36,169 5425 66,317 9,948 46,228 6,934
5640-Injuries and Damages - - 1,000 150 - - - - - - - -
5655-Regulatory Expenses 15,267 2,290 12,110 1,816 38,246 5,737 19,427 2,914 54,606 8,191 210929| 31,639
5665-Miscellaneous General Expenses 2,682 402 - - - - - - 17,000 2,550 17,374 2,606
5670-Rent - - 50,351 7,553 50,406 7,561 50,600 7,590 69527 10,429
5675-Maintenance of General Plant - - - - - - - - 25,386 3,808 34,141 5121
Sub-Total 365288]  54793| | 347580 52137 464189]  69.628|[ 502,752] 75413 551,175| 82,676 | 821,914] 123,287
R S ———————————————
4705-Power Purchased 5253960]  788,094| [ 5296824 794524 5266,126] 789,919 5439.153] 815873|[ 6249185 937,378| [ 6,464,753] 969,713
4708-Charges-WMS 460126] 69,019 350100]  53866|| 411466]  61720]| 539,315  80.897|| 482718] 72408 499676 74,951
4714-Charges-NW 468634| 70205 452970]  67.945|| 401802]  60.270]| 367,860  55179|| 496238 74436 470405 70,561
4716-Charges-CN 300538 58581 375905]  56,386|| 356807|  53521|| 334778  50217|[ 430.827] 64624 369,082 55355
4730-Rural Rate Assistance Expense 117,371] 17,606 90,963 13,644 88,883] 13,332 - - 120679] 18102 124.919] 18,738
4750-LV Charges - - 31,006 4,651 102,026] 15,304 64,983 9,747 82,059] 12,309 82,266] 12,340
Sub-Total 6,690,629 | 1,003,504 | [ 6,606,776 | 991,016 || 6,627,109 | 994,066 | [ 6,746,090 | 1,011,913 | [ 7,861,706 | 1,179,256 | [ 8,011,052 | 1,201,658
I WORKINGICAPTANADICWANCETOTALMMN 7,727,173 1,159,076 7,716,086 1157413 7,843,223 1176483 7,991,868 1198780 9,286,509 1,392,976 9,806,469 1,470,970
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COST OF POWER FORECAST
PSP has provided the details of the cost of power forecast in the tables below. PSP used the
split from 2009 actual kwWh between RPP and Non RPP kWh as a base to allocate the
forecasted kWh for the bridge and test year commodity power costs. The rates used in the
commodity costing are included in the executive summary of the “RPP Price Report (Nov 09 to

Oct 10) “from the most current Regulated Price Plan Price Report prepared by Navigant.
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Residential

Street Lighting

Sentinel Lighting
GS<50kW

GS>50kW

Unmetered Scattered Load

2010 Electricity - Commodity

% RPP in
2009

86.9%
0.0%
100.0%
86.6%
20.9%
74.8%

Average Non RPP

RPP kWh  Supply Cost kWh
31,123,221 $ 0.06938 4,691,763
0 $ 0.06938 918,702
13,492 $ 0.06938 0
15,355,979 $ 0.06938 2,374,051
8,014,238 S 0.06938 30,276,436
46,712 $ 0.06938 15,746

Forecast
Wholesale
S 0.06438
S 0.06438
S 0.06438
S 0.06438
$ 0.06438
$ 0.06438
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2010
Electricity - Commodity Forecasted 2010 Rates used below
Metered 2010 Loss
Class per Load Forecast kKWhs Factor 2010
Residential 33,832,405 1.0586 35,814,984 $2,461,385
Street Lighting 867,846 1.0586 918,702 $59,146
Sentinel Lighting 12,745 1.0586 13,492 $936
GS<50kW 16,748,564 1.0586 17,730,030 $1,218,239
GS>50kW 36,171,050 1.0586 38,290,674 $2,505,225
Unmetered Scattered Load 59,000 1.0586 62,457 $4,255
TOTAL 87,691,610 92,830,338 $6,249,185
Transmission - Network Volume
Class per Load Forecast Metric 2010
Residential kwWh 35,814,984 $0.0054 $193,401
Street Lighting kw 2,422 $1.5067 $3,650
Sentinel Lighting kw 38 $1.5144 $57
GS<50kW kKWh 17,730,030 $0.0049 $86,877
GS>50kW Non-Interval 96,048 kw 43,221 $1.9979 $86,352
GS>50kW Interval kW 52,826 $2.3775 $125,594
Unmetered Scattered Load kWh 62,457 $0.0049 $306
TOTAL $496,238
Transmission - Connection Volume
Class per Load Forecast Metric 2010
Residential KWh 35,814,984 $0.0047 $168,330
Street Lighting kw 2,422 $1.3166 $3,189
Sentinel Lighting kw 38 $1.3441 $51
GS<50kW KWh 17,730,030 $0.0043 $76,239
GS>50kW Non-Interval kW 43,221 $1.7032 $73,615
Intermediate kw (o] $0
GS>50kW Interval kW 52,826 $2.0659 $109,134
Unmetered Scattered Load kWh 62,457 $0.0043 $269
TOTAL $430,827
Wholesale Market Service/RRA
Class per Load Forecast 2010
Residential 35,814,984 $0.0065 $232,797
Street Lighting 918,702 $0.0065 $5,972
Sentinel Lighting 13,492 $0.0065 $88
GS<50kwW 17,730,030 $0.0065 $115,245
GS>50kW 38,290,674 $0.0065 $248,889
Unmetered Scattered Load 62,457 $0.0065 $406
TOTAL $603,397
Low Voltage Volume
Class per Load Forecast Metric 2010
Residential KWh 33,832,405 $0.0010 $33,832
Street Lighting kw 2,422 $0.3313 $803
Sentinel Lighting kw 38 $0.3569 $13
GS<50kW KWh 16,748,564 $0.0007 $11,724
GS>50kW kw 96,048 $0.3710 $35,634
Unmetered Scattered Load kWh 59,000 $0.0009 $53
TOTAL $82,059
2010
4705-Power Purchased $6,249,185 WMS RRA
4708-Charges-WMS $603,397 $ 482,718 $ 120,679
4714-Charges-NW $496,238
4716-Charges-CN $430,827
4750-Low Voltage $82,059
TOTAL 7,861,706
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2011 COST OF POWER FORECAST CALCULATION:

2011 Electricity - Commodity
Average Forecast
% RPP in Supply Cost NonRPP  Wholesale
2009 RPP kWh for RPP kWh Electricity
Residential 86.9% 31,397,614 S 0.06938 4,733,127 S 0.06438
Street Lighting 0.0% 0 S 0.06938 938,016 $ 0.06438
Sentinel Lighting 100.0% 13,775 S 0.06938 0 S 0.06438
GS<50kW 86.6% 15,664,594 S 0.06938 2,421,763 S 0.06438
GS>50kW 20.9% 8,551,830 $ 0.06938 32,307,367 S 0.06438
Unmetered Scattered Load 74.8% 47,492 S 0.06938 16,008 S 0.06438
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El ricity - mmodi 2011 2011 Rates used below
Forecasted
Metered 2011 Loss
Class per Load Forecast kWhs Factor 2011
Residential 33,427,924 1.0809 36,130,741 $2,483,085
Street Lighting 867,846 1.0809 938,016 $60,389
Sentinel Lighting 12,745 1.0809 13,775 $956
GS<50kW 16,733,379 1.0809 18,086,358 $1,242,723
GS>50kW 37,802,659 1.0809 40,859,197 $2,673,274
Unmetered Scattered Load 58,750 1.0809 63,500 $4,326
TOTAL 88,903,303 96,091,587 $6,464,753
Transmission - Network Volume
Class per Load Forecast Metric 2011
Residential kwh 36,130,741 $0.0050 $182,320
Street Lighting kw 2,421 $1.4080 $3,408
Sentinel Lighting kw 36 $1.4152 $51
GS<50kwW kWh 18,086,358 $0.0046 $82,815
GS>50kW Non-Interval 97,727 kw 43,977 $1.8670 $82,104
GS>50kW Interval kW 53,750 $2.2217 $119,416
Unmetered Scattered Load kWh 63,500 $0.0046 $291
TOTAL $470,405
Transmission - Connection Volume
Class per Load Forecast Metric 2011
Residential kwh 36,130,741 $0.0040 $143,390
Street Lighting kW 2,421 $1.1117 $2,691
Sentinel Lighting kw 36 $1.1349 $41
GS<50kW kwh 18,086,358 $0.0036 $65,670
GS>50kW Non-Interval kW 43,977 $1.4382 $63,247
Intermediate kwW (o] $0
GS>50kW Interval kW 53,750 $1.7444 $93,763
Unmetered Scattered Load kWh 63,500 $0.0036 $231
TOTAL $369,032
Whol le Mark rvi RRA
Class per Load Forecast 2011
Residential 36,130,741 $0.0065 $234,850
Street Lighting 938,016 $0.0065 $6,097
Sentinel Lighting 13,775 $0.0065 $90
GS<50kw 18,086,358 $0.0065 $117,561
GS>50kW 40,859,197 $0.0065 $265,585
Unmetered Scattered Load 63,500 $0.0065 $413
TOTAL $624,595
Low Voltage Volume
Class per Load Forecast Metric 2011
Residential kwh 33,427,924 $0.0010 $33,428
Street Lighting kw 2,421 $0.3313 $802
Sentinel Lighting kw 36 $0.3569 $13
GS<50kW kwh 16,733,379 $0.0007 $11,713
GS>50kwW kw 97,727 $0.3710 $36,257
Unmetered Scattered Load kWh 58,750 $0.0009 $53
TOTAL $82,266
2011
4705-Power Purchased $6,464,753 WMS RRA
4708-Charges-WMS $624,595 $ 499,676 $ 124,919
4714-Charges-NW $470,405
4716-Charges-CN $369,032
4750-Low Voltage $82,266
TOTAL 8,011,052
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OVERVIEW OF OPERATING REVENUE:

This Exhibit provides the details of PSP’s operating revenue for 2006 Board Approved, 2006
Actual, 2007 Actual, 2008 Actual, the 2009 Actual, the 2010 Bridge Year and the 2011 Test
Year. This Exhibit also provides a detailed variance analysis by rate class of the operating

revenue components. Distribution revenue does not include revenue from commodity sales.
A summary of operating revenues is presented below.
Throughput Revenue:

Information related to PSP’s throughput revenue includes details such as weather normalized
forecasting methodology, normalized volume based on historical number of customers billed
throughout the year, adjustments directed by the Minister of Energy and known economic

conditions.
Other Revenue:

Other revenues include Late Payment Charges, Miscellaneous Service Revenues and Retail
Services Revenues, to name a few. A summary of these operating revenues together with a

materiality analysis of variances is presented later in this Exhibit.
Revenue Sharing:

PSP does not have revenue sharing practice in place.
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SUMMARY OF OPERATING REVENUE TABLE

Summary of Operating
Revenue Table

Distribution Revenue
Residential
GS <50 kW
GS > 50 kw
Streetlight
Sentinel Light
Unmetered Scattered Load
Total

Other Distribution Revenue
Late Payment Charges
Specific Service Charges
Other Distribution Revenue
Other Income and Expenses
Total

Grand Total:

2006 Board Variance from Variance Variance Variance Variance Variance
Approved 2006 Actual 2006 Board 2007 Actual ~ from 2006 2008 Actual from 2007 2009 Actual from 2008 2010 Bridge from 2009 ~ 2011 Test ~ from 2010
Approved Actual Actual Actual Actual Bridge
($'s) ($'s) (8's) ($'s) (8's) ($'s) (8's) (8's) ($'s) (8's) (8's) ($'s) ($'s)
1,001,868 929,824 (72,043) 979231 49,407 968077  (11,155) 933,808 (34,269) 1,013,063 79255 1448385 435322
367,386 327,917 (39,469) 331,420 3,503 347,102 15,682 301,732 (45,370) 324,182 22,450 460,963 136,781
422,412 423,452 1,041 442,873 19,420 450,862 7,989 415,200 (35,662) 470,033 54,834 643,073 173,040
13,757 15174 1,417 14,571 (603) 16,286 1,715 13478 (2,808) 15,191 1,713 47,102 31,910
587 375 (212) 47 97 601 129 516 (85) 514 () 1,395 881
8,395 3,082 (5313) 8,772 5,690 5,099 (3,673) 4,205 (894) 5,021 816 13,038 8,017
1,814,405 1,699,824 (114,580) 1,777,338 77514 1,788,027 10,689 1,668,939 (119,087) 1,828,005 159,066 2,613,956 785,951
17,448 14,360 (3,089) 16,906 2,546 11,411 (5,494) 17,984 6,573 15,433 (2,550) 15,433
48,569 15,325 (33,243) 27,504 12,179 28,810 1,306 26,150 (2,660) 27,880 1,730 27,880
18,376 56,129 37,752 53,090 (3,039) 30,125 (22,965) 57,042 26,918 52,168 (4,875) 52,168
21,392 117,001 95,609 180,921 63,920 161,039 (19,881) 28,372 (132,667) 5,505 (22,867) 5,505
105786 202,814 97,009 278420 75606 231385 (47,035 129,548  (101,837) 100,986 (28562) 100,986
1,920,190 1,902,639 (17,551) 2,055,758 153,119 2,019,412 (36,346) 1,798,488 (220,924) 1,928,991 130,503 2,714,942 785,951

Calculations of Distribution Revenue
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2006 EDR Board Approved Customers Wh's ws Distribution r Unit
(Connections) Revenue $ i‘;s\?u:es
Residential 2,595 34,248,449 1,001,868 $0.0293
GS < 50 kW 535 19,047,048 367,386 $0.0193
GS > 50 kwW 60 24,550,459 80,281 422,412 $5.2617
Streetlight 1,004 719,066 1,999 13,757 $6.8819
Sentinel Light 16 12,895 37 587 $15.9905
Unmetered Scattered Load 24 111,101 8,395 $0.0756
Gross Revenue 1,814,405
2006 Actual Customers , . Distribution Unit
(Connections) kwh's kw's Revenue $ RZ\;E\?V'#ES
Residential 2,610 33,237,936 929,824 $0.0280
GS < 50 kW 505 16,473,586 327,917 $0.0199
GS > 50 kW 61 35,380,706 88,798 423,452 $4.7687
Streetlight 1,061 867,846 2,424 15,174 $6.2599
Sentinel Light 13 15,986 41 375 $9.1909
Unmetered Scattered Load 20 129,531 3,082 $0.0238
Gross Revenue 1,699,824
2007 Actual Customers Distribution Unit
(Connections) kwh's kw's Revenue $ Re‘g\;s\rlivies
Residential 2,643 33,976,663 979,231 $0.0288
GS < 50 kW 529 16,945,672 331,420 $0.0196
GS > 50 kw 64 37,168,353 90,489 442,873 $4.8942
Streetlight 1,061 867,846 2,424 14,571 $6.0111
Sentinel Light 15 16,006 41 472 $11.5570
Unmetered Scattered Load 22 118,251 8,772 $0.0742
Gross Revenue 1,777,338
2008 Actual Customers Distribution Unit
A kwh's kW's Revenues
(Connections) Revenue $ </l h
Residential 2,697 34,709,666 968,077 $0.0279
GS < 50 kW 508 17,104,386 347,102 $0.0203
GS > 50 kW 66 36,469,790 89,597 450,862 $5.0321
Streetlight 1,061 870,724 2,424 16,286 $6.7187
Sentinel Light 13 15,972 47 601 $12.8708
Unmetered Scattered Load 17 59,578 5,099 $0.0856
Gross Revenue 1,788,027
2009 Actual : : . Unit
(cf,ﬁ,it;’;? fons) kwh's kw's DFQZU;?]‘;Z‘? Revenues
S/kwh
Residential 2,744 34,307,486 933,808 $0.0272
GS < 50 kW 495 16,323,230 301,732 $0.0185
GS > 50 kW 66 37,202,366 94,156 415,200 $4.4097
Streetlight 1,061 867,846 2,424 13,478 $5.5603
Sentinel Light 12 12,745 39 516 $13.0760
Unmetered Scattered Load 18 59,286 4,205 $0.0709
Gross Revenue 1,668,939
2010 Bridge Projection * Customers Distribution Unit
(Connections) kwh's kw's Revenue $ Re%\;s\?vies
Residential 2,778 33,832,405 1,013,063 $0.0299
GS < 50 kW 494 16,748,564 324,182 $0.0194
GS > 50 kW 67 36,171,050 96,048 470,033 $4.8938
Streetlight 1,061 867,846 2,422 15,191 $6.2712
Sentinel Light 12 12,745 38 514 $13.6276
Unmetered Scattered Load 18 59,000 5,021 $0.0851
Gross Revenue 1,828,005
2011 Projection Customers Distribution Unit
A kwh's kW's Revenues
(Connections) Revenue $ /e
Residential 2,812 33,427,924 1,448,385 $0.0433
General Service Les Than 50 kwW 493 16,733,379 460,963 $0.0275
General Service 50 to 4,999 kw 68 37,802,659 97,727 643,073 $6.5803
Unmetered Scattered Load 1,061 867,846 2,421 47,102 $19.4571
Sentinel Lighting 12 12,745 36 1,395 $38.7043
Street Lighting 18 58,750 13,038 $0.2219
Gross Revenue 2613956 | ____________
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VARIANCE ANALYSIS ON OPERATING REVENUE:

PSP’s distribution revenue has been calculated using its most recently approved rates. PSP’s
distribution revenue for 2011 has been calculated to include the revenue deficiency according to

Exhibit 6. As noted above, distribution revenue does not include commodity-related revenue.

A summary of operating revenues is presented in Exhibit 3 above. Other operating revenue

accounts are detailed later in this exhibit. This portion deals with distribution revenue only.

2006 Board Approved:

PSP’s 2006 Board Approved Distribution revenue totaled $ 1,814,405  Thjs amount does

not include the revenues and expenses in accounts 4375 and 4380 as per the 2006 EDR Rate
handbook.

2006 Actual:

PSP’s 2006 Actual Distribution revenue totaled 1,699,824

Comparison to 2006 Board Approved:

The 2006 EDR Approved varied from 2006 actual by $ (114,580) ' Residential and GS<50
kw classes accounted for $110k of the variance.

2007 Actual:

PSP’s 2007 Actual Distribution revenue totaled $ 1,777,338

Comparison to 2006 Actual:

Residential and GS>50kw accounted for approx. $70k of the $ 77,514 yariance.
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2008 Actual:

PSP’s 2008 Actual Distribution revenue totaled $ 1,788,027

Comparison to 2007 Actual:

There is no material variance in any of the rate classes.

2009 Actual:

PSP’s 2009 Actual Distribution revenue totaled $ 1,668,939

Comparison to 2008 Actual:
All rate classes contributed to the decrease in the overall variance. The GS<50kw class
contributes 38% to the decrease in total variance; this class shows the largest dollar variance at

15%, the result of a decrease in customers class of 13 customers.

2010 Bridge Year:

PSP’s 2010 Bridge Year Distribution revenue forecastis $ 1828005  The forecast is based
on historical consumption, customer counts, trends in the economy and heating/cooling degree
days to forecast usage for the bridge year. The most current board approved rates were applied

to the usage forecast to show the distribution revenue for the 2010 bridge year.

Comparison to 2009 Actual Year:

The variance of $ 159,066 from the 2009 actual, the main contributors are: Residential class
increase of $79k, GS<50 kw $22k and GS>50 kw of $55k.

2011 Test Year:

PSP’s test year distribution revenue forecastis $  2/613,956

Comparison to 2010 Bridge Year:

PSP’s Test year distribution revenue forecast is based on a service revenue requirement

outlined below less revenue offsets of $ 100,986
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OM&A Expenses 1,795,417
Amortization Expenses 389,525
Total Distribution Expenses 2,184,942
Regulated Return On Capital 482,304
PILs 47,696
Service Revenue Requirement 2,714,943

This data shows the 2011 forecast usage at existing rates will provide PSP with a significant

revenue deficiency. The distribution revenue forecast has been allocated to the rate classes

based on a regression analysis load forecast which is discussed in detail later in this exhibit.
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WEATHER NORMALIZED LOAD AND CUSTOMER/CONNECTION FORECAST

The purpose of this evidence is to present the process used by Parry Sound Power to prepare
the weather normalized load and customer/connection forecast used to design the proposed
distribution rates. Parry Sound Power reviewed the various processes used by the 2009 and
2010 cost of service applicants and is proposing to adopt a weather normalization forecasting
method using a regression analysis model similar to the one used by other LDCs in previously
approved Cost of Service rate applications. A similar model was also used and approved by the

Board for the following 2009 cost of service applicants:
a) Innisfil Hydro Distribution Systems Ltd.
b) Lakeland Power Distribution Ltd.
c) Niagara-on-the-Lake Hydro Inc.
d) Thunder Bay Hydro Electricity Distribution Inc., and
e) Orangeville Hydro Ltd. in their 2010 application.

In summary, Parry Sound Power has used the similar regression analysis methodology used by
the distributors mentioned above to determine a prediction model. With regards to the overall
process of load forecasting, it is Parry Sound Power’s view that conducting a regression
analysis on consumed energy to produce an equation that will predict purchases is appropriate.
Parry Sound Power has calculated on a prorated basis the kWhs consumed for the Residential,
GS<50kw, and GS>50kW customer classes. With a regression analysis the consumption can
be related to other monthly explanatory variables such as heating degree days and cooling
degree days which occur in the same month. The result of regression analysis produces an
equation that predicts the purchases based on the explanatory variables. This prediction model
is then used as the basis to forecast the total level of weather normalized purchases for Parry
Sound Power for the bridge and test year. A detailed explanation of the process is provided

later in this evidence.

As previously mentioned, Parry Sound Power has conducted the regression analysis on an

individual rate class basis for the Residential, GS <50kW, and the GS >50kW customer classes.
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Parry Sound Power estimated the amount consumed in a month by rate class using an equation
to prorate billing data based on the net system load shape process used for retail settlement.
The accuracy will only improve when smart meters are fully deployed and actual monthly
consumption by rate class and individual customer can be determined. Parry Sound Power
used a specific set of variables which produced the best fit for a prediction of kWh for each of
the applicable customer classes. The statistical results of the regression analysis for each of

the applicable customer rate classes are provided below:

Residential
Regression Statistics
Multiple R 99.5%
R Square 98.9%
Adjusted R Square 98.9%
Standard Error 114,383
Observations 72
Coefficients Standard Error t Stat
Intercept 2,842,453 844,631 3
Heating Degree Days 3,456 55 62
Cooling Degree Days 5,478 874 6
Time Trend (38) 22 -2
Spring Fall Flag (67,153) 28,586 -2
GS <50kW
Regression Statistics
Multiple R 98.1%
R Square 96.2%
Adjusted R Square 96.0%
Standard Error 54,289
Observations 72
Coefficients Standard Error t Stat
Intercept 396,534 220,576 2
Heating Degree Days 914 26 35
Cooling Degree Days 3,750 412 9
Ontario Real GDP 4,461 1,617 3
Spring Fall Flag (83,797) 13,565 (6)
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GS >50kW
Regression Statistics

Multiple R 90.4%

R Square 81.7%

Adjusted R Square 80.6%

Standard Error 152,689

Observations 72

Coefficients Standard Error t Stat

Intercept (94,446) 1,044,386 (0)
Heating Degree Days 1,087 71 15
Cooling Degree Days 9,932 1,100 9
Employment Stats (1,079) 361 3)
Ontario Real GDP Monthly % 60,615 9,157 7

Parry Sound Power understands that to a certain degree the process of developing a load
forecast for cost of service rate application is an evolving science for electric distributors in the
province. Parry Sound Power expects to include additional improvements to the load
forecasting methodology in future cost of service rate applications by taking into consideration
data provided by smart meters and how others are conducting load forecasts in future cost of
service rate applications. However, based on the discussion that follows, Parry Sound Power
submits the load forecasting methodology is reasonable at this time for the purposes of this

application.

Parry Sound Power also tested the load forecast model using the monthly HDD and CDD on a
10 year average and also on a 20 year trend. The summarized monthly data is provided below
in the table followed by the results for the Residential, GS<50kW, and GS>50kW customer
classes.



Summary of All Heating Degree Days

Summary of Degree Day Information

Source of Data: Sudbury Weather Station
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6Year 10Year 20 Year

Month 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 Model  Avg Avg  Trend
January 7942 9663 9636 6371 12363 849 10104 10557  86L2 9693 9888 8836 8052 10175 11297 10111 7838 8821 8297 10467 94718 94718 93782 95416
February 8056 759 8523 7198 9213 8938 883 8329 6454 7137 7522 882 1134 923 7802 74T 8216 9066 8615 7903 81787 81787 81840 81734
March 6863 6808 8047 5622 711 6597 7991 7859 6896 6707 5752 7061 7902 7531 6627 7336 6444 6891 7778 6962 70063 70063 70284 71344
April 3997 3813 4853 4037 4646 5244 5345 4548 3572 3804 4318 3898 4511 557 460 3715 355 4283 3679 4342 40457 40457 42258 40933
May 2555 1614 2347 2177 2509 2328 2645 3269 1098 1314 2054 1617 3018 2233 2583 2154 1656 1867 2688 2643 22652 22652 22513 22401
June 814 38 1092 69 611 508 434 324 909 572 1027 55.8 784 701 1051 263 506 625 494 932 6452 6452 6941 6587
July 258 185 833 6.7 29 265 303 42 155 168 457 43 116 15 301 144 108 341 165 478 %562 562 2648 297
August 387 336 82 213 731 il 28 704 25 56.2 504 181 218 319 823 185 48 36 21 608 4508 4508 3927 3901
Sepember 1992 2042 1894 2218 1367 2135 1276 1682 1411 1204 208 1652 884 1213 928 82 1796 1188 1534 1136 12390 12390 13323 10091
October 3988 3708 4191 4173 3184 3287 3796 34l 337 399 33B9 34T 4501 380 3% 300 3995 27131 3802 4182 34933 34933 36087 35255
November ~ 5439 5785 6072 5716 5238 7266 6121 608 519 5073 5699 4636 6393 5353 530 5638 513 5896 5732 4533 53715 53715 54310 52123
December 8024 8483 5215 7198 7033 W74 7721 7902 7527 7572 9862 6716  7T6L7 7547 8955 8389 6753 8245 8918 8265 82542 82542 81267 83846
Total 503150 504070 535230 462800 542440 546420 548540 553070 455860 477960 525020 473470 517300 535340 535170 492570 465450 503140 519830 524510 506778 5067.78 509180 5059.28

Summary of All Cooling Degree Days
6Year 10Year 20 Year

Month 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 Model  Avg Avg  Trend
January 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0.00 0.00 0.00 0.00
February 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0.00 0.00 0.00 0.00
March 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0.00 0.00 0.00 0.00
April 72 0 0 0 0 0 0 0 0 0 0 0 01 0 0 0 0 0 0 0 0.00 0.00 001 -081
May 0 172 33 6.3 31 25 13 0 84 116 37 13 09 0 1 0 136 142 0 06 490 490 353 355
June 113 484 101 71 34 14 217 512 184 559 9.2 304 325 305 78 47 29 524 27 38 3738 3738 359 4105
July 515 65 4 64 407 64.2 2246 509 501 894 4.9 58.5 84.2 379 393 943 842 465 367 88 5163 5163 5153 5272
August 39 62.2 145 528 49 622 348 94 55.5 643 21 789 494 578 15 58.9 306 496 199 34 3467 3467 4151 3836
September 57 67 21 15 13 0 23 04 23 26.7 22 7 314 48 195 181 12 119 76 68 1085 1085 1112 1388
October 0 0 0 0 0 0 0 0 0 0 0 0 23 0 0 7 0 0 03 0 122 122 0.96 129
November 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0.00 0.00 0.00 0.00
December 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0.00 0.00 0.00 0.00
Total 11960 19950 3400 13170 8740 20030 10740 12090 16470 20790 6100 18580 20080 13100 8260 25300 15050 17460 8820 8600 14065 14065 14225  150.03
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Table 3-1 2011 Test Year Load Forecast Weather Normalization Comparison
kWh
Test Year
Load 10 Year 20 Year

Forecast Average Trend
Residential 33,427,924 33,519,686 33,449,908
GS <50kW 16,733,379 16,761,328 16,760,767
GS >50kW 37,802,659 37,844,663 37,886,547

The following provides the material to support the weather normalized load forecast used by
Parry Sound Power in this application.

The table below provides a customer class summary of the weather normalized load and
customer/connection forecast used in this application.



Table 3-3

Residential
Customers
Cust growth
% change
kwWh
kWh growth
% change
Avg use per Cust

GS <50kw
Customers
Cust growth
% change
kWh
kWh growth
% change
Avg use per Cust

GS =50kwW
Customers
Cust growth
% change
kWwWh
kWh growth
% change
kw
kW growth
% change
Avg use per Cust

Sentinel Lights
Connections
Conn growth
% change
kwWh
kWh growth
% change
kW
kW growth
% change
Avg use per Cust

Street Lights
Connections
Conn growth
% change
kWh
kwWwh growth
% change
kwW
kw growth
% change
Avg use per Cust

Summary
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Unmetered Scattered Load

Customers
Cust growth
% change
kwWh
kwh growth
% change
Avg use per Cust

Parry Sound Power Total

Cust/Conn

kwWh
kWwh growth
% change
kW
kW growth
% change

2010 2011

2004 2005 2006 2007 2008 2009 Weather Weather
Actual Actual Actual Actual Actual Actual Normal Normal
2,581 2,603 2,610 2,643 2,697 2,744 2,778 2,812
22 7 33 54 47 34 34
0.9% 0.3% 1.2% 2.0% 1.7% 1.2% 1.2%
35,384,766 34,829,575 33,237,936 33,976,663 34,709,666 34,307,486 33,832,405 33,427,924
-555,191 -1,591,639 738,727 733,003 -402,180 -475,081 -404,481
-1.6% -4.8% 2.2% 2.1% -1.2% -1.4% -1.2%
13,711 13,380 12,734 12,856 12,870 12,502 12,179 11,886
500 503 505 529 508 495 494 493
3 2 24 -21 -13 -1 -1
0.5% 0.5% 4.5% -4.1% -2.6% -0.2% -0.2%
16,475,395 16,712,968 16,473,586 16,945,672 17,104,386 16,323,230 16,748,564 16,733,379
237,573 -239,382 472,086 158,714 -781,156 425,334 -15,185
1.4% -1.5% 2.8% 0.9% -4.8% 2.5% -0.1%
32,934 33,238 32,610 32,033 33,648 32,960 33,886 33,924
59 60 61 64 66 66 67 68
1 o 4 1 1 1 1
1.5% 0.4% 5.8% 2.0% 1.1% 1.1% 1.1%
30,992,423 36,540,579 35,380,706 37,168,353 36,469,790 37,202,366 36,171,050 37,802,659
5,548,156 -1,159,873 1,787,647 -698,563 732,576 -1,031,316 1,631,609
15.2% -3.3% 4.8% -1.9% 2.0% -2.9% 4.3%
81,896 89,198 88,798 90,489 89,597 94,156 96,048 97,727
7,301 -399 1,691 -891 4,559 1,891 1,679
8.2% -0.4% 1.9% -1.0% 4.8% 2.0% 1.7%
522,344 606,483 584,805 578,496 556,083 560,840 539,127 557,075
10 13 13 15 13 12 12 12
3 o 2 -3 -1 o o
23.4% -1.3% 13.3% -20.0% -4.2% 3.4% -3.5%
16,004 16,017 15,986 16,006 15,972 12,745 12,745 12,745
13 -31 20 -34 -3,227 o o
0.1% -0.2% 0.1% -0.2% -25.3% 0.0% 0.0%
41 41 41 41 a7 39 38 36
o o o 6 -7 -2 -2
0.0% 0.0% 0.0% 12.6% -18.2% -4.7% -4.7%
1,587 1,216 1,230 1,067 1,278 1,062 1,026 1,062
1,061 1,061 1,061 1,061 1,061 1,061 1,061 1,061
o o o o o o o
0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
870,724 867,846 867,846 867,846 870,724 867,846 867,846 867,846
-2,878 o o 2,878 -2,879 o o
-0.3% 0.0% 0.0% 0.3% -0.3% 0.0% 0.0%
2,424 2,424 2,424 2,424 2,424 2,424 2,422 2,421
o o o o o -2 -2
0.0% 0.0% 0.0% 0.0% 0.0% -0.1% -0.1%
821 818 818 818 821 818 818 818
18 20 20 22 17 18 18 18
2 o 2 -4 1 (o} (o}
8.1% 0.0% 9.6% -24.4% 3.2% 0.0% 0.0%
120,581 124,708 129,531 118,251 59,578 59,286 59,000 58,750
4,127 4,823 -11,280 -58,672 -292 -286 -250
3.3% 3.7% -9.5% -98.5% -0.5% -0.5% -0.4%
6,699 6,368 6,614 5,458 3,421 3,294 3,278 3,264
4,229 4,260 4,270 4,334 4,362 4,397 4,431 4,464
83,859,893 89,091,693 86,105,589 89,092,790 89,230,116 88,772,959 87,691,610 88,903,303
5,231,800 -2,986,103 2,987,201 137,326 -457,158 -1,081,349 1,211,693
5.9% -3.5% 3.4% 0.2% -0.5% -1.2% 1.4%
84,361 91,662 91,263 92,953 92,068 96,620 98,508 100,184
7,301 -399 1,691 -885 4,552 1,888 1,676
8.0% -0.4% 1.8% -1.0% 4.7% 1.9% 1.7%
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LOAD FORECAST AND METHODOLOGY

Parry Sound Power’'s weather normalized load forecast is developed based on a multifactor
regression model that incorporates historical load, weather, and economic data. The forecast of
customers by rate class is determined using a geometric mean analysis except for the Street
lighting, Sentinel Lighting, and Unmetered Scattered Load classes where Parry Sound Power is

not forecasting any changes to the current number of customers through the Test year.

Purchased KWh Load Forecast

An equation to predict purchased energy for the Residential, GS<50kW, and GS>50kW
customer classes is developed using a regression model with the following independent
variables: weather (heating and cooling degree days), economic output (GDP growth), and
calendar variables (days in month, seasonal). The regression model uses monthly kwh and
monthly values of independent variables from January 2004 to December 2009 to determine the

monthly regression coefficients.

Data used for Parry Sound Power's total system load is available from January 2004 providing
72 monthly data points which is a reasonable data set for use in a regression analysis. It is
Parry Sound Power’s view that it is appropriate to review the impact of weather since 2004 on
the energy usage and then determine the average weather conditions from January 2004 to
December 2009 which would be applied in the forecasting process to determine a weather

normalized forecast.

The regression analysis model has determined drivers of year-over-year changes in Parry
Sound Power's load growth include economic, weather, and "calendar" factors. These factors
are captured within the model.

Economic growth — which encompasses customer trends in the Parry Sound Power service
area as well as general economic conditions are captured in the model using an index of

economic output, Ontario Real Gross Domestic Product ("GDP").
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Weather impacts on load are apparent in both the winter heating season, and in the summer
cooling season. For that reason, both Heating Degree Days (i.e. a measure of coldness in

winter) and Cooling Degree Days i.e. a measure of summer heat) are modeled.

The third main factor determining energy use in the monthly model can be classified as
"calendar factors". For example, the time trend in a particular month used in the Residential
customer class analysis will impact energy use. The modeling of purchased energy uses the
time trend in the month and a “flag” variable to capture the typically lower usage in the spring

and fall months.

The monthly data used in the regression model and the resulting monthly prediction for the
actual and forecasted years for the Residential, GS<50kW, and GS>50kW customer classes

are provided in Appendix A.

The source of data for the various data points are:

a) Environment Canada website for monthly heating degree day and cooling
degree information. Data from the manned Sudbury weather station was
used,

b) The Ontario Economic Outlooks from the Ontario Ministry of Finance provided
the Ontario real GDP monthly index, and

C) The calendar provided information related to the time trend and the spring/falll

flag.

The annual results of the prediction formula used in the regression analysis compared to the
actual annual purchases from 2004 to 2009 are shown in the graphs below for the applicable

customer classes.
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Residential Actual Versus Predicted Purchases (kWh's)
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The data below supports the above graphs. In addition, the predicted total consumption for

Parry Sound Power (prior to the Ministry of Energy and Infrastructure CDM directive discussed

later in this section) are provided for 2010 and 2011.
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Residential Actual Versus Predicted Consumption (kWh's)
Predicted Difference

2004
2005
2006
2007
2008
2009
2010
2011

Actual
35,384,766
34,829,575
33,237,936
33,976,663
34,709,666
34,307,486

35,481,724
34,778,660
33,164,974
34,385,917
34,324,741
34,310,075
33,832,405
33,668,133

0.3%
-0.1%
-0.2%

1.2%
-1.1%

0.0%

GS < 50kW Actual Versus Predicted Consumption (kWh's)
Predicted Difference

2004
2005
2006
2007
2008
2009
2010
2011

Actual
16,475,395
16,712,968
16,473,586
16,945,672
17,104,386
16,323,230

16,361,753
16,791,489
16,376,630
16,951,534
16,837,534
16,716,298
16,748,564
16,966,507

-0.7%
0.5%
-0.6%
0.0%
-1.6%
2.4%

GS > 50kW Actual Versus Predicted Consumption (kWh's)
Predicted Difference

2004
2005
2006
2007
2008
2009
2010
2011

Actual
30,992,423
36,540,579
35,380,706
37,168,353
36,469,790
37,202,366

32,367,374
35,135,861
35,135,837
37,239,856
36,851,797
37,023,490
36,171,050
38,329,323

4.4%
-3.8%
-0.7%

0.2%

1.0%
-0.5%

While the predicted kWh forecast was determined using the regression model for the

Residential, GS<50kW, and GS>50kW customer classes, the forecasted energy amounts for

Street Lights, Sentinel Lights, and Unmetered Scattered Load classes was estimated using logic

and intuition based on a review of the historical usage patterns for those classes. Although no

change of consumption is forecasted for both Street Lights and Sentinel Lights, a slight

reduction in consumption for the Unmetered Scattered Load customers consistent with the trend

in 2008 and 20009.
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A recent directive from the Minister of Energy and Infrastructure included with the June 22, 2010
letter from the Ontario Energy Board titled, Electricity Conservation and Demand Management
Targets EB-2010-0216, requires Parry Sound Power to reduce energy consumption over a four
year period commencing January 1, 2011 by 4,000,000 kWhs. Parry Sound Power has
reflected one quarter of the four year target in the 2011 forecast. The table below provides the
kwh amount allocated to the applicable rate classes based on the Residential and Non-
residential proportions indicated in the Ontario Power Authority’s conservation target advice.
Parry Sound Power does not expect the Street Lighting, Sentinel Lighting, or Unmetered
Scattered Load customer classes to contribute significantly to the expected savings and

therefore has not received an allocation of those savings.

Table 3-6 Allocation of kwh Conservation Targets
Provincial Target PSP Share Calculated Share Share per OPA
GWh GwWh Gwh >S>>>>>
Res 1,150 0.08% 0.92 24% 0.96
Non Res 4,850 0.06% 2.91 76% 3.04
6,000 3.83 100% 4.00
2011 Forecast Alloc to Classes  Per year
kWh kWh kWh
Res 960,836 240,209
GS<50 16,966,507 31% 932,511.65 233,128
GS>50 38,329,323 69%  2,106,652.84 526,663
Sent L
Streets
USL
55,295,829 100% 4,000,000 1,000,000

These kWh reductions have been reflected in the 2011 forecast for the relevant customer
classes provided earlier in this Exhibit and also shown here.

Residential 33,668,133 - 240,209 = 33,427,924

GS < 50kW 16,966,507 - 233,128 = 16,733,379

GS > 50kW 38,329,323 - 526,663 = 37,802,659

kWh
960,836
3,039,164

4,000,000
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The number of customers forecast for the Residential and GS<50kW customer classes was
based on the geometric mean of customers for the periods 2004 through 2009. The geometric
mean approach provides the average growth rate on a compounding basis. Since Parry Sound
Power has a relatively small number of customers in the GS>50kW customer class, a small
change in the average number of customers in that class can result in a significant number of
customers forecasted, therefore, Parry Sound Power has used the average change for 2008-
2009 to predict the number of customers in this class for 2010 and 2011. Parry Sound Power is
forecasting no change from the 2009 number of customers for 2010 and 2011 for the Street

Light, Sentinel Light, and Unmetered Scattered Load customer classes.

As seen earlier, the average use per customer declines in the Residential customer class after
2005. It is Parry Sound Power’s view, this decline is partially due to the CDM programs and
although that trend leveled off in 2007 and 2008 that declining trend continues in 2009 through
the test year. For both the GS<50kW and GS>50KW customer classes the 2011 average use

per customer is reflective of the geomean for the years 2007 through the Test year.

Billed kW Load Forecast

There are three customer rate classes that charge volumetric distribution on per kW basis.
These include General Service > 50kW, Streetlights, and Sentinel Lights. The forecast of kW
for these classes is based on a review of the historical ratio of kW to kWhs and applying the
average ratio to the forecasted kWh to produce the required kW. The kW forecast for 2010 and
2011 for these customer classes was based on the geomean of the kWhs for the period 2004-
20009.

Provided earlier in this exhibit provides a summary of the billing determinants by rate class used

to develop the proposed rates.

A recent directive from the Minister of Energy and Infrastructure included with the June 22, 2010
letter from the Ontario Energy Board titled, Electricity Conservation and Demand Management
Targets EB-2010-0216, requires Parry Sound Power to reduce load over a four year period

commencing January 1, 2011 by 1,000 kWs. Parry Sound Power has reflected one quarter of
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the four year target in the 2011 forecast. The table below provides the kW amount allocated to
the GS>50kW rate class as Parry Sound Power does not expect the Street Lighting or Sentinel
Lighting customer classes to contribute significantly to the expected savings and therefore has

not received an allocation of those savings.

This reduction has been reflected in the 2011 forecast for the GS >50kW customer class on
provided earlier in the section (97,977kW — 250kW = 97,727kW).

Table 3-7 Allocation of Demand CDM Target
Provincial Target PSP Share Calculated Share Share per OPA
MW MW MW >>>>>>
1330 0.06% 0.798 1.0
2011 Forecast Alloc to Classes  Per year

kW kw kW
GS>50
Res
GS<50
GS>50 97,977 100% 1,000.00 250
Sents
Streets
USL

97,977 100% 1,000 250

kW
1,000.0
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Jan-04
Feb-04
Mar-04
Apr-04
May-04
Jun-04
Jul-04
Aug-04
Sep-04
Oct-04
Nov-04
Dec-04
Jan-05
Feb-05
Mar-05
Apr-05
May-05
Jun-05
Jul-05
Aug-05
Sep-05
Oct-05
Nov-05
Dec-05
Jan-06
Feb-06
Mar-06
Apr-06
May-06
Jun-06
Jul-06
Aug-06
Sep-06
Oct-06
Nov-06
Dec-06
Jan-07
Feb-07
Mar-07
Apr-07
May-07
Jun-07
Jul-07
Aug-07
Sep-07
Oct-07
Nov-07
Dec-07

Heating Cooling Degree
kWh Used Degree Days Days

5,240,549 1129.7 0
4,355,748 780.2 0
3,749,687 662.7 0
2,921,822 460 0
2,259,201 258.3 1
1,759,243 105.1 7.8
1,757,258 30.1 39.3
1,722,810 82.3 15
1,706,324 92.8 19.5
2,335,934 325 0
3,086,279 530 0
4,489,912 895.5 0
4,926,141 1011.1 0
4,132,090 747 0
3,939,016 733.6 0
2,719,390 371.5 0
2,210,168 215.4 0
1,809,176 26.3 74.7
1,888,396 14.4 94.3
1,782,239 18.5 58.9
1,703,563 85.2 18.1
2,263,073 300 7
3,212,734 563.8 0
4,243,589 838.9 0
4,273,340 783.8 0
3,950,324 821.6 0
3,814,707 644.4 0
2,599,169 365.5 0
2,051,739 165.6 13.6
1,755,777 50.6 29.9
1,832,334 10.8 84.2
1,755,657 44.8 30.6
1,797,227 179.6 1.2
2,551,296 399.5 0
3,101,553 513 0
3,754,812 675.3 0
4,466,299 882.1 0
4,369,456 906.6 0
3,827,898 689.1 0
2,813,137 428.3 0
2,055,941 186.7 14.2
1,741,477 62.5 52.4
1,748,908 34.1 46.5
1,748,489 36 49.6
1,677,243 118.8 11.9
2,129,094 273.1 0
3,193,135 589.6 0
4,205,586 824.5 0
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Spring Fall Predicted

Time Trend Flag Purchases
37987.0 0 5,321,781
38018.0 0 4,112,812
38047.0 0 3,705,666
38078.0 1 2,936,857
38108.0 1 2,244,173
38139.0 1 1,750,830
38169.0 0 1,730,231
38200.0 0 1,776,345
38231.0 0 1,836,120
38261.0 1 2,463,459
38292.0 1 3,170,738
38322.0 1 4,432,712
38353.0 0 4,898,195
38384.0 0 3,984,352
38412.0 0 3,936,994
38443.0 1 2,617,328
38473.0 1 2,076,751
38504.0 1 1,831,304
38534.0 0 1,963,578
38565.0 0 1,782,661
38596.0 0 1,788,497
38626.0 1 2,401,721
38657.0 1 3,273,855
38687.0 1 4,223,424
38718.0 0 4,098,999
38749.0 0 4,228,466
38777.0 0 3,615,046
38808.0 1 2,582,904
38838.0 1 1,965,463
38869.0 1 1,656,175
38899.0 0 1,882,119
38930.0 0 1,704,831
38961.0 0 2,008,457
38991.0 1 2,693,538
39022.0 1 3,084,610
39052.0 1 3,644,364
39083.0 0 4,425,016
39114.0 0 4,508,521
39142.0 0 3,755,832
39173.0 1 2,786,240
39203.0 1 2,027,979
39234.0 1 1,806,865
39264.0 0 1,742,428
39295.0 0 1,764,813
39326.0 0 1,843,270
39356.0 1 2,243,034
39387.0 1 3,335,636
39417.0 1 4,146,282



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-08
Oct-08
Nov-08
Dec-08
Jan-09
Feb-09
Mar-09
Apr-09
May-09
Jun-09
Jul-09
Aug-09
Sep-09
Oct-09
Nov-09
Dec-09
Jan-10
Feb-10
Mar-10
Apr-10
May-10
Jun-10
Jul-10
Aug-10
Sep-10
Oct-10
Nov-10
Dec-10
Jan-11
Feb-11
Mar-11
Apr-11
May-11
Jun-11
Jul-11
Aug-11
Sep-11
Oct-11
Nov-11
Dec-11

4,271,439
4,183,962
3,989,554
2,712,058
2,235,801
1,805,231
1,799,681
1,771,701
1,772,519
2,379,647
3,329,800
4,458,271
4,948,559
4,076,059
3,747,456
2,798,291
2,134,762
1,809,619
1,742,294
1,759,360
1,767,432
2,555,044
2,871,354
4,097,256

829.7
861.5
777.8
367.9
268.8
49.4
16.5
28.1
153.4
380.2
573.2
891.8
1046.7
790.3
696.2
434.2
264.3
93.2
47.8
60.8
113.6
418.2
453.3
826.5

39448.0
39479.0
39508.0
39539.0
39569.0
39600.0
39630.0
39661.0
39692.0
39722.0
39753.0
39783.0
39814.0
39845.0
39873.0
39904.0
39934.0
39965.0
39995.0
40026.0
40057.0
40087.0
40118.0
40148.0
40179.0
40210.0
40238.0
40269.0
40299.0
40330.0
40360.0
40391.0
40422.0
40452.0
40483.0
40513.0
40544.0
40575.0
40603.0
40634.0
40664.0
40695.0
40725.0
40756.0
40787.0
40817.0
40848.0
40878.0
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4,230,243
4,338,975
4,048,636
2,563,782
2,220,186
1,590,647
1,614,194
1,561,088
1,925,558
2,601,068
3,265,234
4,365,131
4,966,427
4,079,194
3,752,952
2,779,213
2,194,232
1,794,607
1,555,834
1,737,644
1,769,945
2,717,057
2,837,193
4,125,777
4,608,827
4,160,770
3,754,583
2,663,116
2,073,526
1,690,467
1,700,126
1,673,293
1,814,037
2,472,042
3,113,274
4,108,344
4,595,137
4,147,081
3,740,894
2,649,427
2,059,837
1,676,778
1,686,437
1,659,603
1,800,347
2,458,353
3,099,584
4,094,655
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Jan-04
Feb-04
Mar-04
Apr-04
May-04
Jun-04
Jul-04
Aug-04
Sep-04
Oct-04
Nov-04
Dec-04
Jan-05
Feb-05
Mar-05
Apr-05
May-05
Jun-05
Jul-05
Aug-05
Sep-05
Oct-05
Nov-05
Dec-05
Jan-06
Feb-06
Mar-06
Apr-06
May-06
Jun-06
Jul-06
Aug-06
Sep-06
Oct-06
Nov-06
Dec-06
Jan-07
Feb-07
Mar-07
Apr-07
May-07
Jun-07
Jul-07
Aug-07
Sep-07
Oct-07
Nov-07

Dpc-07
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Heating Cooling Degree  Ontario Real Spring Fall Predicted

kWh Used Degree Days Days GDP Monthly % Flag Purchases
1,997,912 1129.7 0 127.5 0 1,997,967
1,739,100 780.2 0 127.8 0 1,679,714
1,562,422 662.7 0 128.1 0 1,573,500
1,276,605 460 0 128.3 1 1,305,622
1,148,854 258.3 1 128.6 1 1,126,207
1,102,346 105.1 7.8 128.9 1 1,012,870
1,211,358 30.1 39.3 129.1 0 1,147,419
1,163,858 82.3 15 129.4 0 1,105,197
1,071,526 92.8 19.5 129.7 0 1,132,856
1,139,213 325 0 129.9 1 1,189,350
1,326,597 530 0 130.2 1 1,377,904
1,735,604 895.5 0 130.5 1 1,713,148
1,936,016 1011.1 0 130.7 0 1,903,891
1,672,914 747 0 131.0 0 1,663,814
1,598,979 733.6 0 131.3 0 1,652,866
1,235,024 3715 0 131.6 1 1,239,430
1,160,890 215.4 0 131.9 1 1,098,068
1,177,800 26.3 74.7 132.2 1 1,206,647
1,297,780 14.4 94.3 132.5 0 1,354,373
1,197,900 185 58.9 132.8 0 1,226,696
1,177,371 85.2 18.1 133.1 0 1,135,987
1,136,533 300 7 133.4 1 1,208,205
1,400,539 563.8 0 133.7 1 1,424,379
1,721,223 838.9 0 134.0 1 1,677,132
1,767,698 783.8 0 134.3 0 1,711,802
1,653,649 821.6 0 134.5 0 1,747,582
1,639,706 644.4 0 134.8 0 1,586,867
1,232,451 365.5 0 135.1 1 1,249,408
1,162,475 165.6 13.6 135.4 1 1,118,947
1,169,960 50.6 29.9 135.6 1 1,076,206
1,304,280 10.8 84.2 135.9 0 1,328,481
1,219,714 44.8 30.6 136.2 0 1,159,823
1,072,459 179.6 1.2 136.5 0 1,174,035
1,252,181 399.5 0 136.8 1 1,287,969
1,393,269 513 0 137.0 1 1,392,959
1,605,742 675.3 0 137.3 1 1,542,552
1,842,055 882.1 0 137.6 0 1,816,516
1,820,668 906.6 0 137.8 0 1,840,072
1,673,088 689.1 0 138.1 0 1,642,454
1,324,008 428.3 0 138.4 1 1,321,468
1,162,707 186.7 14.2 138.6 1 1,155,074
1,171,527 62.5 52.4 138.9 1 1,185,971
1,226,812 34.1 46.5 139.2 0 1,222,865
1,217,057 36 49.6 139.4 0 1,237,403
1,104,903 118.8 11.9 139.7 0 1,172,896
1,162,216 273.1 0 140.0 1 1,186,682
1,468,148 589.6 0 140.2 1 1,477,130
1,772,484 824.5 0 140.5 1 1,693,003



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-08
Oct-08
Nov-08
Dec-08
Jan-09
Feb-09
Mar-09
Apr-09
May-09
Jun-09
Jul-09
Aug-09
Sep-09
Oct-09
Nov-09
Dec-09
Jan-10
Feb-10
Mar-10
Apr-10
May-10
Jun-10
Jul-10
Aug-10
Sep-10
Oct-10
Nov-10
Dec-10
Jan-11
Feb-11
Mar-11
Apr-11
May-11
Jun-11
Jul-11
Aug-11
Sep-11
Oct-11
Nov-11
1 Dec-11

1,822,273
1,781,698
1,738,687
1,304,144
1,193,511
1,159,367
1,254,257
1,230,305
1,096,620
1,211,168
1,481,001
1,831,355
1,978,076
1,688,261
1,617,993
1,269,844
1,131,293
1,113,194
1,169,067
1,177,820
1,072,266
1,203,062
1,271,260
1,631,092

829.7
861.5
777.8
367.9
268.8
494
16.5
28.1
153.4
380.2
573.2
891.8
1046.7
790.3
696.2
434.2
264.3
93.2
47.8
60.8
113.6
418.2
453.3
826.5

140.4
140.4
140.3
140.2
140.2
140.1
140.1
140.0
140.0
139.9
139.8
139.8
139.4
139.0
138.6
138.2
137.8
137.4
137.0
136.6
136.2
135.8
1354
135.0
135.3
135.6
135.9
136.2
136.5
136.8
137.1
137.4
137.8
138.1
138.4
138.7
139.0
139.4
139.8
140.1
140.5
140.9
141.2
141.6
142.0
142.4
142.7
143.1
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1,781,291
1,810,093
1,733,334
1,274,648
1,183,815
1,071,900
1,174,113
1,121,460
1,189,596
1,285,449
1,460,455
1,751,378
1,974,951
1,738,825
1,651,038
1,326,007
1,171,203
1,145,044
1,084,344
1,188,957
1,133,469
1,300,814
1,331,149
1,670,496
1,865,930
1,749,083
1,643,283
1,290,244
1,147,240
1,122,335
1,225,369
1,180,901
1,164,995
1,252,476
1,420,937
1,685,770
1,882,482
1,765,923
1,660,413
1,307,665
1,164,953
1,140,342
1,243,671
1,199,500
1,183,890
1,271,670
1,440,432
1,705,567
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Jan-04
Feb-04
Mar-04
Apr-04
May-04
Jun-04
Jul-04
Aug-04
Sep-04
Oct-04
Nov-04
Dec-04
Jan-05
Feb-05
Mar-05
Apr-05
May-05
Jun-05
Jul-05
Aug-05
Sep-05
Oct-05
Nov-05
Dec-05
Jan-06
Feb-06
Mar-06
Apr-06
May-06
Jun-06
Jul-06
Aug-06
Sep-06
Oct-06
Nov-06
Dec-06
Jan-07
Feb-07
Mar-07
Apr-07
May-07
Jun-07
Jul-07
Aug-07
Sep-07
Oct-07
Nov-07
Dec-07

kWh Used

3,384,125
2,974,348
2,856,581
2,331,602
2,179,575
2,107,931
2,312,286
2,312,645
2,222,988
2,334,916
2,651,100
3,324,324
3,567,707
3,216,393
3,265,401
2,757,804
2,732,014
2,961,731
3,150,686
2,997,172
2,818,993
2,788,053
2,946,641
3,337,985
3,368,362
3,145,389
3,172,233
2,629,744
2,655,486
2,768,691
3,089,613
2,915,894
2,568,668
2,802,704
2,947,631
3,316,289
3,584,211
3,377,668
3,411,235
2,912,075
2,856,836
3,022,596
3,023,206
3,120,880
2,800,554
2,787,260
2,935,303
3,336,529
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Ontario
Heating Cooling Degree  Employment Real GDP Predicted
Degree Days Days Stats Monthly % Purchases
1129.7 0 5164.2 127.5 3,292,045
780.2 0 5176.1 127.8 2,915,141
662.7 0 5167.9 128.1 2,812,196
460 0 5188.1 128.3 2,586,008
258.3 1 5170.8 128.6 2,411,335
105.1 7.8 5201.5 128.9 2,295,241
30.1 39.3 5164.9 129.1 2,582,147
82.3 15 5162.4 129.4 2,416,364
92.8 19.5 5179.5 129.7 2,470,178
325 0 5152.2 129.9 2,574,597
530 0 5164.2 130.2 2,800,753
895.5 0 5167 130.5 3,211,369
1011.1 0 5137.6 130.7 3,386,351
747 0 5188.6 131.0 3,061,798
733.6 0 5155.3 131.3 3,100,814
3715 0 5227 131.6 2,647,455
215.4 0 5224.2 131.9 2,498,492
26.3 74.7 5232.8 132.2 3,043,335
14.4 94.3 5257.8 1325 3,215,907
18.5 58.9 5285.5 132.8 2,856,721
85.2 18.1 5293.2 133.1 2,533,582
300 7 5291.1 133.4 2,677,066
563.8 0 5298.5 133.7 2,904,336
838.9 0 5309.1 134.0 3,210,005
783.8 0 5297.1 134.3 3,179,775
821.6 0 5299 134.5 3,235,584
644.4 0 5311.6 134.8 3,046,128
365.5 0 5334.6 135.1 2,734,914
165.6 13.6 5399.8 135.4 2,599,171
50.6 29.9 5367.1 135.6 2,688,221
10.8 84.2 5368.9 135.9 3,199,269
44.8 30.6 5361.8 136.2 2,728,493
179.6 1.2 5324.7 136.5 2,640,078
399.5 0 5328.7 136.8 2,879,965
513 0 5337.1 137.0 3,011,378
675.3 0 5348.3 137.3 3,192,861
882.1 0 5335.3 137.6 3,447,516
906.6 0 5345.3 137.8 3,479,181
689.1 0 5382.1 138.1 3,218,850
428.3 0 5353.1 138.4 2,982,470
186.7 14.2 5376.4 138.6 2,851,602
62.5 52.4 5450.3 138.9 3,032,184
34.1 46.5 5437.3 139.2 2,972,702
36 49.6 5413.6 139.4 3,047,130
118.8 11.9 5441 139.7 2,749,168
273.1 0 5433.3 140.0 2,823,101
589.6 0 5429 140.2 3,187,940
824.5 0 5439.6 140.5 3,448,014



Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-08
Oct-08
Nov-08
Dec-08
Jan-09
Feb-09
Mar-09
Apr-09
May-09
Jun-09
Jul-09
Aug-09
Sep-09
Oct-09
Nov-09
Dec-09
Jan-10
Feb-10
Mar-10
Apr-10
May-10
Jun-10
Jul-10
Aug-10
Sep-10
Oct-10
Nov-10
Dec-10
Jan-11
Feb-11
Mar-11
Apr-11
May-11
Jun-11
Jul-11
Aug-11
Sep-11
Oct-11
Nov-11
Dec-11

3,368,786
3,242,863
3,261,138
2,756,847
2,651,395
2,775,426
3,027,142
2,986,992
2,805,967
2,950,114
3,088,285
3,554,834
3,704,932
3,256,738
3,383,793
2,893,608
2,852,071
2,892,170
3,054,601
3,167,020
2,896,996
2,921,118
2,876,207
3,303,113

829.7
861.5
777.8
367.9
268.8
49.4
16.5
28.1
153.4
380.2
573.2
891.8
1046.7
790.3
696.2
434.2
264.3
93.2
47.8
60.8
113.6
418.2
453.3
826.5

5436.1
5482.5
5452.6
5471.3

5451
5428.7
5405.4
5449.1
5448.3
5462.1

5407
5397.9
5337.5
5296.4
5264.2
5275.6

5216
5175.3
5239.6
5210.6
5284.8
5296.3
5300.7
5301.4
5315.3
5323.9

5320
5337.8
5342.8
5347.8
5352.8
5357.8
5362.8
5367.8
5372.8
5377.8
5382.8
5387.8
5392.8
5397.8
5402.8
5407.8
5412.8
5417.8
5422.8
5427.8
5432.8
5437.8

Parry Sound Power Corporation

140.4
140.4
140.3
140.2
140.2
140.1
140.1
140.0
140.0
139.9
139.8
139.8
139.4
139.0
138.6
138.2
137.8
137.4
137.0
136.6
136.2
135.8
135.4
135.0
135.3
135.6
135.9
136.2
136.5
136.8
137.1
137.4
137.8
138.1
138.4
138.7
139.0
139.4
139.8
140.1
140.5
140.9
141.2
141.6
142.0
142.4
142.7
143.1
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3,453,887
3,434,840
3,372,548
2,903,163
2,813,773
2,831,144
2,946,088
2,741,138
2,752,519
2,908,163
3,170,931
3,523,602
3,732,797
3,474,060
3,382,247
3,060,913
2,922,352
3,105,822
2,694,937
2,966,756
2,650,106
2,877,564
2,887,282
3,268,653
3,403,057
3,271,413
3,166,434
2,843,648
2,711,694
2,871,198
2,983,482
2,849,209
2,711,468
2,874,049
3,079,369
3,406,028
3,555,114
3,431,274
3,320,628
3,015,609
2,887,627
3,051,122
3,167,413
3,037,167
2,903,470
3,070,113
3,279,514
3,610,272
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1 OTHER OPERATING REVENUE:

SUMMARY OF OTHER DISTRIBUTION REVENUE

2008 B Variance from Variance Variance Variance Variance Variance

Expense Description . OaL 2006 Actual| 2006 Board {2007 Actuall from 2006 {2008 Actual| from 2007 {2009 Actuall from 2008 {2010 Bridge| from 2009 | 2011 Test | from 2010

oo Approved Actual Actual Actual Actual Bridge

Other Distribution Revenue
4082-Retai SenvicesRevenues 698 391 309 7388 39U 818 294 7039 | (1183) | 7,039 0 7039 0
4084 Senice Transaction Requests (TR) Revenues 3% 3% 0 (193) 162 ) 183 (18) 183 0 183 0
4210-Rent from lectric Property 544 | 36439 31,29 36,541 102 200 | (13619 | 3381 | 13459 | 36381 0 36,381 0
0% 0 0 0 0 0 0 0 0 0 0 0 0 0
4220-0ther Electric Revenues

4205-Late Payment Charges 17448 | 14360 (3,089) 16906 | 2546 | 10411 | (549 | 17984 | 6573 | 15433 | (2550) | 15433 0
4235 Miscelaneous Service Revenues 8569 | 1535 | (3,43 7504 | 019 | 2810 1,306 26150 | (26600 | 27880 | L1730 | 27,880 0
4350-Losses from Disposiion of Future Use UtilityPlant 0 0 0 0 0 0
4355-Gain on ispostion of Uity and Other Property 0 0 0 0 5,949 5949 3966 | (1983) 0 (3,966) 0 0
4360-Loss on Dispositon of Uity and Other Property 0 0 0 0 0 0
4375- Revenuesfrom Non-Utiity Operations 0 0 1459 1459 9,47 1,788 11658 | 2411 0 (12,658) 0 0
4380Expenses from Non-Utity Operations 6,361 6,361 (7622) | (13982 | (16337) | (8716) | (2,046) | 14192 0 2146 0 0
1385 Non-UtityRentalncome 0 0 0 0 0 0
4390-Miscellneous Non-Operatig Income 4948 510 (4438) 690 180 0 (690) 415 | 415 0 (4,155) 0 0
4405-terestand Dividend Income lo44d | 116491 | 100047 | 180231 | 63,740 | 152558 | (27673) | 15505 | (137053 5505 | (10000] | 5505 0
Sub-Total 93251 | 193857 | 100606 | 269798 | 75941 | 222904 | (46895 | 120836 | (102,007) | 92382 | (28454) | 92,382 0
4080:Distriution Senvices Revenue- S5 Adrmi Fee 125% | 8%7 (3578) 8,62 (335) 8,48 (140) 8712 31 8,604 (108) 8,604 0
Total 105,786 | 202814 | 97,009 78420 | 75606 | 231385 | (47,035 | 129548 | (101,837) | 100986 | (28562) | 100,986 0
SpecifcSenie Charges 8569 | 1535 | (3,43) 750 | nIi9 | 28810 1,306 26150 | (26600 | 27880 | L1730 | 27880 0
Late Payment Charges 17448 | 14360 (3,089) 16906 | 2546 | 1410 [ (509) | 17984 | 6573 | 15433 | (2550) | 15433 0
Other Distrbution Revenues 18376 | 49768 31,391 53252 | 3485 | 39747 | (13505 | 5226 | 12529 | 52168 | (108 | 52168 0
Other Income and Expenses 2390 | 123362 | 10099 | 180758 | 57396 | 151417 | (29341) | 33,139 | (118278 | 5505 | (27,634) | 5505 0
2 Total 105786 | 202814 | 97,009 778420 | 75606 | 231385 | (47,035 | 129548 | (101,837) | 100986 | (28,562) | 100,386 0
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VARIANCE ANALYSIS ON OTHER OPERATING REVENUE:

Preamble:

PSP’s 2011revenue requirement is $2,714,943

therefore the Materiality threshold used
to analyze Other Operating Revenue in accordance with the Filing Requirements is $50,000
for distributors with a distribution revenue requirement less than or equal to $10 million. To
allow for the most detailed review of materiality on Other Operating Revenue, PSP has

provided explanations for the following variances.

2006 Board Approved Comparison to 2006 Actual:

PSP’s 2006 Board Approved other operating revenue was forecast to be as shown
in the table above. The variance from the 2006 Board-Approved to the 2006 Actual for accounts
4210 and 4235 net to an immaterial variance of $1,948. The variance between the two accounts
is a general ledger allocation. The variance on the interest account 4405 was an underestimate
in the 2006 EDR of approximately $100,000, due to averaging on prior years in the 2006

forecast.

2007 Actual Comparison to 2006 Actual:

PSP’s other operating revenue in fiscal 2007 was $ , as shown in the table above.
The variance is mainly due to misc. service revenue charges and varying interest rates. The
change of occupancy revenue increased by approximately $10.5k in 2007. The interest variance
is explained by the net regulatory interest cost in 2006 vs the 2007 net actual interest revenue

from reg assets (35k). Also increase in the interest on cash on hand of approx $32k.



o o1 A W

10
11

12

13
14
15
16
17

18

19
20

Parry Sound Power Corporation
EB-2010-0140

Exhibit 3

Tab 3

Schedule 2

Page 2 of 2

Filed: October 15, 2010

2008 Actual Comparison to 2007 Actual:

PSP’s 2008 other operating revenue is , the variance of $47,035 is rent from pole
attachments not invoiced in 2008 (decrease of $14k) and an increase on interest on the
regulatory asset of $35k and a decrease in bank interest of approx $63k . The gain on sale of

shares in Enerconnect resulted in revenue of $6k.

2009 Actual Comparison to 2008 Actual:

PSP’s 2009 other operating revenue is $, the variance is a decrease of $101,837, is
explained by a decrease in interest on regulatory asset of $43k and interest on cash decrease
of $93k, the cash on hand decrease was a result of dividend to shareholder. The pole rental

account includes the annual invoice for pole rental of $13.5k.

2010 Bridge Year Comparison to 2009 Actual:

PSP’s 2010 bridge year forecast of other operating revenue is $, the variance is a
decrease of $28,562. PSP has not provided a forecast for regulatory interest revenue or
expense in the bridge or test years which is $10k decrease. As PSP is undergoing a corporate
restructuring effect Jan 1 2011, we have no plans to include any Non-Utility work revenue or

expenses. The gain on disposal and the misc non-operating income in 2009 are nonrecurring.

2010 Bridge Year Comparison to 2011Test Year:

PSP’s 2011 test year forecast of other operating revenue is $ with no variance from

the Bridge year forecast.
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MANAGERS SUMMARY
OVERVIEW OF OPERATING COSTS:
Operating Costs:

The operating costs presented in this Exhibit represent the annual expenditures required to
sustain PSP’s distribution operations. PSP follows the OEB's Accounting Procedures
Handbook (the “APH") in distinguishing work performed between operations and maintenance.
A summary of operating costs for the 2006 Board Approved, 2006 Actual, 2007 Actual, 2008
Actual, 2009 Actual, 2010 Bridge Year and the 2011 Test Year including the determination of
the variance amount for analysis, in accordance with the Filing Requirements, is provided in the

table below.

Table 2E



TABLE 1: OM&A Year over Year Comparison

Operations

Maintenance

Billing & Collecting
Community Relations
Administrative and General
Total OM&A Expenses

Inflation Rate

Operations

Maintenance

Billing & Collecting
Community Relations
Administrative and General
Total OM&A Expenses

Inflation Rate

Operations
Maintenance

Billing & Collecting
Community Relations
Administrative and General
Total OM&A Expenses

Inflation Rate
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OEB Appendix 2-E Summary of OM&A Expenses

2006 Board 2006 Actual $  Variance $ Variance %
Approved $
66,823 51,120 (15,703) -23%
168,838 213,937 45,098 27%
283,052 375,543 92,491 33%
13,011 30,656 17,644 136%
474,477 365,288 (109,188) -23%
1,006,201 1,036,543 30,342 3%
2006 Actual $ 2007 Actual $  Variance $ Variance %
51,120 63,190 12,070 24%
213,937 266,047 52,110 24%
375,543 342,691 (32,852) -9%
30,656 89,801 59,145 193%
365,288 347,580 (17,708) -5%
1,036,543 1,109,310 72,766 7%
2007 Actual $ 2008 Actual $  Variance $ Variance %
63,190 57,279 (5,911) -9%
266,047 268,637 2,590 1%
342,691 373,628 30,937 9%
89,801 52,381 (37,420) -42%
347,580 464,189 116,609 34%
1,109,310 1,216,114 106,804 10%




Operations

Maintenance

Billing & Collecting
Community Relations
Administrative and General
Total OM&A Expenses

Inflation Rate

Operations

Maintenance

Billing & Collecting
Community Relations
Administrative and General
Total OM&A Expenses

Inflation Rate

Operations

Maintenance

Billing & Collecting
Community Relations
Administrative and General

Total OM&A Expenses
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2008 Actual $ 2009 Actual $  Variance $ Variance %
57,279 57,300 21 0%
268,637 283,648 15,011 6%
373,628 380,463 6,835 2%
52,381 21,616 (30,765) -59%
464,189 502,752 38,563 8%
1,216,114 1,245,779 29,665 2%
2009 Actual $ 2010Bridge$  Variance $ Variance %
57,300 54,737 (2,563) -4%
283,648 445,310 161,662 57%
380,463 358,982 (21,481) -6%
21,616 14,600 (7,016) -32%
502,752 551,175 48,423 10%
1,245,779 1,424,803 179,025 14%
2010 Bridge$ 2011 Test$ Variance $ Variance %
54,737 46,801 (7,936) -14%
445,310 518,258 72,948 16%
358,982 395,022 36,041 10%
14,600 13,423 (1,177) -8%
551,175 821,914 270,738 49%
1,424,803 1,795,417 370,614 26%




Table 2: Additional Total OM&A Expense Comparitives

Required Total OM&A Comparison
2011 Test vs. 2009 Actual
2011 Test vs. 2006 Board Approved

2007 vs 2006
2008 vs 2007
2009 vs 2008

3 year Average

2006, 2007, 2008, 2009

%
44%

78%
Simple Average
of Variance %
7%

10%

2%

6%

Compound
Annual Growth

Rate

6%
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OMG&A Cost per Customer and FTEE

2006 Actual | 2007 Actual | 2008 Actual| 2009 Actual | 2010 Bridge| 2011 Test
Number of Customers 4,270 4,334 4,362 4,397 4,431 4,464
Total OMA 1,036,543 1,109,310 1,216,114 1,245,779 1,424,803 1,795,417
OMA cost per customer 243 256 279 283 322 402
Number of FTEEs 7.59 7.68 7.91 8.09 10.47 12.52
FTEEs/Customer 0.001779 0.001772] 0.001812 0.001841 0.002363 0.002805
OMA cost per FTEE 136,501 144,450 153,838 153,915 136,063 143,369

# of Customers

2006 Actual | 2007 Actual | 2008 Actual| 2009 Actual | 2010 Bridge| 2011 Test
Residential 2,610 2,643 2,697 2,744 2,778 2,812
GS < 50 kW 505 529 508 495 494 493
GS >50 kw 61 64 66 66 67 68
Sentinel Lights 13 15 13 12 12 12
Street Lighting 1,061 1,061 1,061 1,061 1,061 1,061
usL 20 22 17 18 18 18
Total 4,270 4,334 4,362 4,397 4,431 4,464

Forecast sustomer data

Forecast customer details from Load data which represents average of 12 months from the year

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

provided later in this exhibit.

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

the Filing Requirements as $50,000 (distributors with a distribution revenue requirement of less

than or equal to $10 million).

threshold in order to create a better analysis of the activity in the OM&A accounts.

OM&A Costs:

PSP will describe variances that are below this materiality
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The OM&A costs in this Exhibit represent a set of asset maintenance and customer activity
needs to meet public and employee safety objectives; to comply with the Distribution System
Code, Affiliate Relationship Code, environmental requirements and government direction; and to
maintain distribution business service quality and reliability at targeted performance levels.
OMG&A costs also include providing services to customers connected to our distribution system,
and meeting the requirements of the OEB’s Standard Supply Service Code and Retalil

Settlement Code.

The proposed OM&A cost expenditures for the 2011 Test Year are the result of a business
planning and work prioritization process that ensures that the most appropriate, cost effective
solutions are put in place. The maintenance and operations costs as detailed in PSP Asset
Management Plan and the corporate reorganization needed to ensure ARC compliance have
been accounted for in this exhibit.

PSP is proposing recovery of 2011 Test Year OM&A cost totaling $ 1:799417 |
OMG&A Budgeting Process:

The operating budget used for the 2011 test year was prepared by management and is
reviewed and approved by the Board of Directors (resolution below). PSP compiles budget
information for the three major components of the budgeting process: revenue forecasts, OMA -
operating, maintenance and administrative expense forecast along with the capital budget
needs. This budget information is compiled for both the 2010 Bridge Year and the 2011 Test

Year.

The OM&A expenses for the 2010 Bridge Year and the 2011 Test Year are based on an in-
depth review of operating priorities and requirements. PSP’s asset management plan and
historical data combined with management’s knowledge of needs and experience resulted in
our OMA budget. Planned changes to our operating structure resulted in a thorough review of
each USoA item.

The operating budget is a component of the overall budget process described in Exhibit 1.
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RESOLUTION OF THE BOARD OF DIRECTORS
OF

PARRY SOUND POWER CORPORATION

RESOLVED that the Board of directors approve the load data forecast and budget dollar amounts
used to set rates for the 2011 Cost of Service Rate Application.

The undersigned being the Board Members of the Corporation hereby sign the foregoing
Resolution pursuant to the Business Corporations Act (Ontario) as of the 4t day of October, 2010

Moved By: Paul Borneman ;C—-O ZMQ/-—L-———

Seconded By: Al Downing
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2009-12-31 PARRY SOUND POWER CORPORATION
89055 3811 RC0001

I* Canada Revenue  Agence du revenu

Agency du Canada T2 CORPORATION INCOME TAX RETURN m

Do not use this area

PY

This form serves as a federal, provincial, and territorial corporation income tax return, unless the corporation is
located in Ontario (for tax years ending before 2009), Quebec, or Alberta. If the corporation is located in one of
these provinces, you have to file a separate provincial corporation return.

Parts, sections, subsections, and paragraphs mentioned on this return refer to the federal Income Tax Act. This return
may contain changes that had not yet become law at the time of printing.

Send one completed copy of this return, including schedules and the General Index of Financial Information (GIFI), to your
tax centre or tax services office. You have to file the return within six months after the end of the corporation's tax year.

For more information see www.cra.gc.ca or Guide T4012, T2 Corporation — Income Tax Guide.

r Identification
Business Number (BN) . ......... [TX| 89055 3811 RCO00L \
Corporation's name To which tax year does this return apply?
EIE  PARRY SOUND POWER CORPORATION Tax year start Tax year-end
Address o ead office [ 20000101 [ 20001231
Has this address changed since the last YYYY MM DD YYYY MM DD
time you filed your T2 return? ... ..... m 1Yes D 2No Has there been an acquisition of control
(If yes, complete lines 011 to 018.) to which subsection 249(4) applies since
i ? 1 Yes 2No | X
125 WILLIAM ST. the previous taxyear? . ........... m D
If yes, provide the date
City Province, territory, or state control was acquired .. ........ .. m v ——
YYYY MM DD
BXE PARRY SOUND B on -
- Is the date on line 061 a deemed
Country (other than Canada) Postal code/Zip code . .
tax year-end in accordance with
018 IV SVE] | subsection 2493.)2 .. .......... [ ives[ ] 2no

Mailing address (if different from head office address)

Has this address changed since the last Is the corporation a professional

; ? corporation that is a member of
time you filed your T2 return? . ... ... m 1Yes D 2No apartnership? . ............... 1 Yes D 2 No
(If yes, complete lines 021 to 028.) *’
021 |8 Is this the first year of filing after: .
022 Incorporation? .. ..... ... ... .. 070 A 2No | X
023 Amalgamation? . .............. [yl 1Yes 2 No
Clty Province, territory, or state If yes, complete lines 030 to 038 and attach Schedule 24.
Has there been a wind-up of a
Country (other than Canad Postal code/Zip cod "| subsidiary under section 88 during the
untry {other than Canada) ostal o p coae currenttaxyear? .............. 1Yes D 2No

If yes, complete and attach Schedule 24.
Is this the final tax year

Location of books and records

Has the location of books and records before amalgamation? .. ........ 1Yes D 2 No @
changed since the last time you filed
YOUr T2return? .. vvvvv v e e e 1Yes D 2No Is this the final return up to
(If yes, complete lines 031 to 038.) dissolution? . ................ 1 Yes D 2 No @
(k38 125 WILLIAM ST. If an election was made under
[1k¥] section 261, state the functional
City Provinceterritory, or state currencyused .. .............. 079
PARRY SOUND ON Is the corporation a resident of Canada?
Country (other than Canada) Postal code/Zip code 080 X If no, give the country of residence on line
P2A 1V9 1Yes . 2No I:I 081 and complete and attach Schedule 97.

Is the non-resident corporation
claiming an exemption under

anincome tax treaty? ........... [EA 1ves D 2No

m Type of corporation at the end of the tax year

Canadian-controlled 4 D Corporation controlled
private corporation (CCPC) by a public corporation

2 D Other private 5 E\ Other corporation If yes, complete and attach Schedule 91.
corporation (specify, below) If the corporation is exempt from tax under section 149,
Public tick one of the following boxes:

corporation m 1

If the type of corporation changed during
the tax year, provide the effective
date of the change.

Exempt under paragraph 149(1)(e) or (I}
2 Exempt under paragraph 149(1)(j)

3 Exempt under paragraph 149(1)(t)
4

YYYY MM DD Exempt under other paragraphs of section 149

Do not use this area

o = — = -

T2E(09) Canada

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP12  VERSION 2009 V2.0
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PS POWER.09.209 2009-12-31 PARRY SOUND POWER CORPORATION
2010-65-05 16.57 89055 3811 RCO001
s

r Attéchments

Financial statement information: Use GIFI schedules 100, 125, and 141.

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

Is the corporation related to any other COMPOrAONS? . .« o v o vt et e e e e e et et e e e e 150 | RS J-]
Is the corporation an @ssociated CCPC? .ttt vttt e e e e e e e e e e e e g X| 23
Is the corporation an associated CCPC that is claiming the expenditure imit? . . .. .. ...ttt e 161 | ]
Does the corporation have any non-resident shareholders? . . .. . .. i i e e e 151 L 19
Has the corporation had any transactions, including section 85 transfers, with its shareholders, officers, or employees,

other than transactions in the ordinary course of business? Exclude non-arm's length transactions with non-residents 11
If you answered yes to the above question, and the transaction was between corporations not dealing at arm's length,

were all or substantially all of the assets of the transferor disposed of to the transferee? .. .. .. ... . i i . 44
Has the corporation paid any royalties, management fees, or other similar payments to residents of Canada? .. ... ............. | 14
Is the corporation claiming a deduction for payments to a type of employee benefit plan? . ... .. ... .. . . e 15
Is the corporation claiming a loss or deduction from a tax shelter acquired after August 31, 19897 . . . . . . 0o it et i i || T5004
Is the corporation a member of a partnership for which a partnership identification number has been assigned? L | T5013
Did the corporation, a foreign affiliate controlled by the corporation, or any other corporation or trust that did —

not deal at arm's length with the corporation have a beneficial interest in a non-resident discretionary trust? . .. ... ... ........... 168 L 22
Did the corporation have any foreign affiliates during the year? . . . . . o ittt e e e 169 L 25
Has the corporation made any payments to non-residents of Canada under subsections 202(1) and/or 105(1)

of the federal Income Tax Reguiations? . . .o v v ot i e e e 170 29
Has the corporation had any non-arm's length transactions with anon-resident? . . ... .. ... ... 171 T106
For private corporations: Does the corporation have any shareholders who own 10% or more of the corporation's

common and/or preferred SAareS? . .. . i e e 173 | RS
Has the corporation made payments to, or received amounts from, a retirement compensation plan arrangement during the year?  ...... 172

Is the net income/loss shown on the financial statements different from the net income/ioss for income tax purposes? ... ..o ouu.. .. 201 |B.S 1
Has the corporation made any charitable donations; gifts to Canada, a province, or a territory; —

gifts of cultural or ecological property; or gifts of medicine? . . . .. ... L L 2
Has the corporation received any dividends or paid any taxable dividends for purposes of the dividend refund? . . ... .. ..o oo u ... || 3
Is the corporation claiming any type 0f I0SSES? . . . . L L] 4
Is the corporation claiming a provincial or territorial tax credit or does it have a permanent establishment —
inmorethan one jurisdicion? . . L L e e A 5

Has the corporation realized any capital gains or incurred any capital losses during the taxyear? ... ... .. ......... .. u'u.u... L 6

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

services business; or ii) is the corporation claiming the refundable portion of Part | tax? . . o .. 7
Does the corporation have any property that is eligible for capital cost allowance? .. . . ... v v e 8
Does the corporation have any property that is eligible capital property? . . .. .. .. 10
Does the corporation have any resource-related deductions? . . . . oottt . 12
Is the corporation claiming reserves of any Kind? . . .. ot e, 13
Is the corporation claiming a patronage dividend deduction? . . . .. L. e 16
Is the corporation a credit union claiming a deduction for allocations in proportion to borrowing or an additional deduction? 17
Is the corporation an investment corporation or a mutual fund corparation? . ..., 18
Is the corporation carrying on business in Canada as a non-resident corporation? . . .. .o 20
Is the corporation claiming any federal or provincial foreign tax credits, or any federal or provincial logging tax credits? . ... .. ... .. .. 21
Does the corporation have any Canadian manufacturing and processing profits? . . . oo oo, 27
Is the corporation claiming an investment tax credit? . ... .. 31
Is the corporation claiming any scientific research and experimental development (SR&ED) expenditures? . ... ... ... || Te61
Is the total taxable capital employed in Canada of the corporation and its related corporations over $10,000,0007 ..o v o oo n ..

Is the total taxable capital employed in Canada of the corporation and its associated corporations over $10,000,0007 .. v v oo oo v v un .

Is the corporation claiming a surtax Credit? . . L L L 37
Is the corporation subject to gross Part VI tax on capital of financial inStitUoNs? . . . . ... 38
Is the corporation claiming a Part I'tax credit? . .. ... e, 42
Is the corporation subject to Part IV.1 tax on dividends received on taxable preferred shares or Part VI.1 tax on dividends paid? 43
Is the corporation agreeing to a transfer of the liability for Part Vi1 tax? ... .. ... i 45
Is the corporation subject to Part Il - Tobacco Manufacturers' SUMax? . ..o v oot ot e e e e e e 46
For financial institutions: Is the corporation a member of a related group of financial institutions with one or

more members subject to gross Part VItax? ..., 39
Is the corporation claiming a Canadian film or video production tax credit refund? ... ........ ... ... ... .. e T1131
Is the corporation claiming a film or video production services tax creditrefund? ... ... ... T1177
Is the corporation subject to Part Xli1.1 tax? (Show your calculations on a sheet that you identify as Schedule 92.) ... ... .......... 92
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PS POWER 09.209 2009-12-31 PARRY SOUND POWER CORPORATION
2010-65-05 16:37 89055 3811 RC0001

r Attéchmeﬁts — continued from page 2 Yes Schedule

Did the corporation have any foreign affiliates that are not controlled foreign affiliates? . ... .. ... ... ... ... .. ... ... .. .. [ | T1134-A
Did the corporation have any controlled foreign affiliates? .. . . .. .. ... e || T1134-B
Did the corporation own specified foreign property in the year with a cost amount over $100,0007 . . .. . v v ittt v e || T1135
Did the corporation transfer or loan property to a non-resident trust? . . . L L L e e || T1141
Did the corporation receive a distribution from or was it indebted to a non-resident trustintheyear? ... ...... ... ... ... .... [ | T1142
Has the corporation entered into an agreement to allocate assistance for SR&ED carried out in Canada? .. ................... | | T1145
Has the corporation entered into an agreement to transfer qualified expenditures incurred in respect of SR&ED contracts?  .......... [ | T1146
Has the corporation entered into an agreement with other associated corporations for salary or wages of specified employees for SR&ED? || T1174
Did the corporation pay taxable dividends (other than capital gains dividends) in thetaxyear? ... ... ... ... ... ... ... ....... [ 55
Has the corporation made an election under subsection 89(11) nottobe a CCPC? . .. .. . . .. . . . . . i [ | T2002
Has the corporation revoked any previous election made under subsection 89(11)? . . . .. . . i e [ | T2002
Did the corporation (CCPC or deposit insurance corporation (DIC)) pay eligible dividends, or did its —

general rate income pool (GRIP) change inthe tax year? .. . . .. i e e 268 [ | 53
Did the corporation (cther than a CCPC or DIC) pay eligible dividends, or did its low rate income pool (LRIP) change in the tax year? R 269 | 54

r Additional information

Did the corporation use the International Financial Reporting Standards (IFRS) when it prepared its financial statements? R 270 IRRCS 2No m
Is the COrOration INACHIVE? . . . o oot 280 INRCS 2No
Has the major business activity changed since the last return was filed? (enter yes for first-time filers) .. ............. 281 IR 2No

What is the corporation's major business activity? . ... .................. m
(Only complete if yes was entered at line 281)

,,,,,,,,,,,, PR 1 Wholesale [ | 2 Retai

If the major business activity involves the resale of goods, show whether it is wholesale or retail

Specify the principal product(s) mined, manufactured, bXYY  Elect. dist./retail P 100.000 %
sold, constructed, or services provided, giving the 286 287 o
approximate percentage of the total revenue that each %
product or service represents. 288 289 %
Did the corporation immigrate to Canada during the tax year? . . . . ... .ttt 291 R 2No | X
Did the corporation emigrate from Canada during the taX YEar? .« . oo v v e e et e e 292 RGN 2No
Do you want to be considered as a quarterly instalment remitter if you are eligible? . . . ... ... .. ... 293 IR 2No .
If the corporation was eligible to remit instalments on a quarterly basis for part of the tax year, provide

the date the corporation ceased tobe eligible . . . . .. ... L e m

If the corporation's major business activity is construction, did you have any subcontractors during the tax year?

r Taxable income

Net income or (loss) for income tax purposes from Schedule 1, financial statements, or GIFI.

71,285 A

Deduct: Charitable donations from Schedule2 . ... ... ... ... ...... ... . ......
Gifts to Canada, a province, or a territory from Schedule 2
Cultural gifts from Schedule 2

Ecological gifts from Schedule 2
Gifts of medicine from Schedule2 .. .. ... ... .. ... ... ... . ... ...,

Taxable dividends deductible under section 112 or 113, or subsection 138(6)
fromSchedule 3 .. .. ...

Part V.1 taxdeduction* . .. ... ...
Non-capital losses of previous tax years from Schedule 4
Net capital losses of previous tax years from Schedule 4
Restricted farm losses of previous tax years from Schedule 4
Farm losses of previous tax years from Schedule4 . ... .................

Limited partnership losses of previous tax years from Schedule 4
Taxable capital gains or taxable dividends allocated from
a central credit union

Subtotal > B

Subtotal (amount A minus amount B) (if negative, enter "0" 71,285 ¢
Add: Section 110.5 additions or subparagraph 115(1)(a)(vii) additions . .. .. .. ... D

Taxable income (amount C plus amount D)
Income exempt under paragraph 149(1)(t) . . . .. L

Taxable income for a corporation with exempt income under paragraph 149(1)(t) (line 360 minus ne 370) . .......... 71,285 2z
* This amount is equal to 3 times the Part VI.1 tax payable at line 724.

................................................ 71,285
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PS POWER 09.209 2009-12-31 PARRY SOUND POWER CORPORATION
2010-05-05 16:3"7ﬂ 89055 3811 RC0001
r Small business deduction
Canadian-controlled private corporations (CCPCs) throughout the tax year
Income from active business carried on in Canada from Schedule 7 . . . . . .o ot i e e m 71,285 A
Taxable income from line 360, minus 10/3 of the amount on line 632*, minus 3 times the amount on
line 636**, and minus any amount that, because of federal law, is exempt form Part Itax ... ................... m 71,285 B
Calculation of the business limit:
For all CCPCs, calculate the amount at line 4 below.
400,000 x Number of days in the tax year before 2009 = L. 1
Number of days in the tax year 365
500,000 x Number of days in the tax year after 2008 365 = 500,000 »2
Number of days in the tax year 365
Add amounts at lines 1 and 2 500,000 4
Business limit (seenotes 1and 2DEloW) . . . ... e m 455,000 ¢
Notes: 1. For CCPCs that are not associated, enter the amount from line 4 on line 410. However, if the corporation's
tax year is less than 51 weeks, prorate the amount from line 4 by the number of days in the tax year
divided by 365, and enter the result on line 410.
2. For associated CCPCs, use Schedule 23 to calculate the amount to be entered on line 410,
Business limit reduction:
Amount C 455,000 x _E ek D N E
11,250
Reduced business limit (amount C minus amount E) (if negative, enter "0") . . . . .. .. m 455,000 F
Small business deduction
Amount A, B, C,
or F whichever
is the least 71,285 x Number of days in the tax year before January 1, 2008 X 16% = 5
Number of days in the tax year 365
Amount A, B, C,
or F whichever
is the least 71,285 X _ Number of days in the tax year after December 31, 2007 365 x 17% = 12,118 ¢
Number of days in the tax year 365
Total of amounts 5 and 6 — enter on line 9 XY 12,118 G
* Calculate the amount of foreign non-business income tax credit deductible on line 632 without reference to the refundable tax on the
CCPC's investment income (line 604) and without reference to the corporate tax reductions under section 123.4.
** Calculate the amount of foreign business income tax credit deductible on line 636 without reference to the corporate tax reductions under section 123.4.
*** | arge corporations
* If the corporation is not associated with any corporations in both the current and the previous tax years, the amount to be entered at line 415 is:
(Total taxable capital employed in Canada for the prior year minus $10,000,000) x 0.225%.
* If the corporation is not associated with any corporations in the current tax year, but was associated in the previous tax year, the amount to be
entered at line 415 is: (Total taxable capital employed in Canada for the current year minus $1 0,000,000) x 0.225%
® For corporations associated in the current tax year, see Schedule 23 for the special rules that apply.
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PARRY SOUND POWER CORPORATION

89055 3811 RC0001

~ General tax reduction for Canadian-controlled private corporations
Canadian-controlled private corporations throughout the tax year

Taxable income from liNe 360 . . . . L oL e e e e

71,285 A

Enter amount M on line 638.

Lesser of amounts V and Y (line Z1) from Part 9 of Schedule 27 . .. ................. ... B
Amount QQ from Part 13 of Schedule 27 . .. ... ... .. . C
Amount used to calculate the credit union deduction from Schedule 17 . .................. D
Amount from fine 400, 405, 410, or 425, whicheveris theleast ... ......... o 71,285 E
Aggregate investment income from line 440 . . . . ... L e e F
Totalof amounts BtoF . . .. o e e e 71,285 » 71,285 G
Amount A minus amount G (if negative, enter "0") . L . e e e e e e H
Amount H . x Number of days in the tax year before January 1, 2008 7% = 1
Number of days in the tax year 365
Number of days in the tax year after
Amount H X December 31, 2007, and before January 1, 2009 85% = J
Number of days in the tax year 365
Number of days in the tax year after
Amount H X December 31, 2008, and before January 1, 2010 365 9% = K
Number of days in the tax year 365
Number of days in the tax year after
Amount H x December 31, 2009, and before January 1, 2011 - 10% = L
Number of days in the tax year 365
General tax reduction for Canadian-controlled private corporations — Total of amounts ItoL. . ... ................ M

r General tax reduction

Do not complete this area if you are a Canadian-controlled private corporation, an investment corporation, a mortgage investment corporation,
mutual fund corporation, or any corporation with taxable income that is not subject to the corporation tax rate of 38%.

Enter amount X on line 639.

Taxable income from page 3 (line 360 or amount Z, whichever applieS) . . . . . vt it it e e e e e N
Lesser of amounts V and Y (line Z1) from Part 9 of Schedule27 . ... ................... o]
Amount QQ from Part 13 of Schedule27 ... . ... ... . . e e P
Amount used to calculate the credit union deduction from Schedule 17 .. ... ...... .. ... ... Q
Total of aMoUNts O 10 Q . v vt st et e e e »
Amount N minus amount R (if negative, enter "0") . . . L L L e e S
Amount S X Number of days in the tax year before January 1, 2008 7% = T
Number of days in the tax year 365
Number of days in the tax year after
Amount S i B December 31, 2007, and before January 1, 2009 85% = u
Number of days in the tax year 365
Number of days in the tax year after
Amount S x December 31, 2008, and before January 1, 2010 365 9% = Vv
Number of days in the tax year 365
Number of days in the tax year after
Amount S X December 31, 2009, and before January 1, 2011 10% = w
Number of days in the tax year 365
General tax reduction — Total of amounts TIOW . . .. L e e X
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- Ref;.mdablé portion of Part | tax

Canadian-controlled private corporations throughout the tax year

Aggregate investmentincome . . ... ... m X 26 2/ 3% = ... A
from Schedule 7

Foreign non-business income tax credit from line 632 . . . . .. ... .. . .o e

Deduct:
Foreign investmentincome . .. ....... X 9 1/ 3% =
from Schedule 7 (if negative, enter "0") > B
Amount A minus amount B (if negative, enter "0") . . L. L e e C
Taxableincome from line 360 . .. .. ... . e 71,285
Deduct:

Amount from line 400, 405, 410, or 425, whichever is the least .. . . . 71,285

Foreign non-business
income tax credit
fromline632 ......... x 251/ 9

Foreign business
income tax credit
fromline 636 ......... X 3 =

71,285 » 71,285

X 26 21/ 3% = . D

Part | tax payable minus investment tax credit refund (line 700 minus line 780) . .. ...........
Deduct: Corporate surtax from line 600 . . . . . ... ...

_ 7,841

Netamount . ... 7,841 » 7,841 g
Refundable portion of Part | tax — Amount C, D, or E, whichever is the least ... ......................... F

- Refundable dividend tax on hand

Refundable dividend tax on hand at the end of the previous taxyear ... .. ......... ... 460
Deduct: Dividend refund for the previous tax year .. ... ... v ovevme .. 465
> G
Add the total of:
Refundable portion of Part | tax from fine 450 above . . . ... .. .
Total Part IV tax payable from Schedule 3 . . ... ... ... . .. ..
Net refundable dividend tax on hand transferred from a predecessor corporation on
amalgamation, or from a wound-up subsidiary corporation .. ... ... 480
> H
Refundable dividend tax on hand at the end of the tax year — Amount G plus amountH .. .. ................ m
FDividend refund
Private and subject corporations at the time taxable dividends were paid in the tax year
Taxable dividends paid in the tax year from line 460 of Schedule 3 . .. ............... x 1/ 3 I

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

Dividend refund — Amount | or J, whichever is less (enter this amount on line 784)
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r Part | tax
Base amount of Part | tax — Taxable income (line 360 or amount Z, whichever applies) multipliedby  38.00% . ........ @ 27,088 A
Corporate surtax calculation
Baseamount fromline Aabove . ... e e 27,088 1
Deduct:
10 % of taxable income (line 360 or amount Z, whichever applies) .. ..... P 7,129 2
Investment corporation deduction from line 620 below . . . . ... ... 3
Federal logging tax credit from line 640 below . . . .. it 4
Federal qualifying environmental trust tax credit from line 648 below . . ... .. ............. . 5
For a mutual fund corporation or an investment corporation throughout the
tax year, enter amount a, b, or ¢ below on line 6, whichever is the least:
28.00 % of taxable income fromline 360 . . .......... a
28.00 % of taxed capital gains . ................. b 6
Part | tax otherwise payable ... .................. c
(line A plus lines C and D minus line F)
Total of INES 2106 . ..ot e 7,129 7
Netamount (line 1 minus line7) . ... ... . 19,959 s
Corporate surtax*
Line 8 19,959 X _Number of days in the tax year before January 1, 2008 X 4% = m B
Number of days in the tax year 365
* The corporate surtax is zero effective January 1, 2008.
Recapture of investment tax credit from Schedule 31 .. .. ... L m C
Calculation for the refundable tax on the Canadian-controlled private corporation's (CCPC) investment income
(if it was a CCPC throughout the tax year)
Aggregate investment income from line 440 . ... ... L L i
Taxable income fromline 360 .. ........................ 71,285
Deduct:
Amount from fine 400, 405, 410, or 425, whichever is the least . ... ... 71,285
Netamount .. ...vt it > ii
Refundable tax on CCPC's investment income — 6 2 / 3 % ofwhicheveris less: amountiorii . ........... m D
Subtotal (add lines A to D) 27,088 E
Deduct:
Small business deduction from line 430 . ... ... ... 12,118 9
Federaltaxabatement . .. ... ... ... 608 7,129
Manufacturing and processing profits deduction from Schedule 27 ... . oo 616
Investment corporation deduction . ... ... 620
Taxed capital gains
Additional deduction — credit unions from Schedule 17 . .. ... ... . ..
Federal foreign non-business income tax credit from Schedule 21
Federal foreign business income tax credit from Schedule 21
General tax reduction for CCPCs fromamountM ... ... ... ... ... ..
General tax reduction fromamount X . .. ... L
Federal logging tax credit from Schedule 21 . . .. .. ... ... ... .. a
Federal political contribution tax credit = . . . .. ..
Federal political contributions
Federal qualifying environmental trust tax credit . ... oo oo 648 i
Investment tax credit from Schedule 31 ... ... ... L 652
Subtotal 19,247 » 19,247 F
Partltax payable —LineEminus ine F ... ... ... .. . 7,841
Enter amount G on line 700.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP12  VERSION 2009 V2.0 Page 7 of 8




Parry Sound Power Corporation
EB-20100140

Exhibit 4

Tab 1l

Schedule 1

Appendix A

Page 9 of 52

Filed: October 15, 2010
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PS POWER 09,209
3 89055 3811 RC0001

2010-85-05 1 6:3‘7'

~ Summary of tax and credits
Federal tax

Part 11aX Payable . . i i e e e 7,841
Part Il surtax payabie from Schedule 46
Part |11.1 tax payable from Schedule 55
Part IV tax payable from Schedule 3
Part IV.1 tax payable from Schedule 43
Part Vi tax payable from Schedule 38
Part V1.1 tax payable from Schedule 43
Part XIll.1 tax payable from Schedule 92
Part XIV tax payable from Schedule 20

Add provincial or territorial tax: Total federal tax 7,841

Provincial or territorial jurisdiction . . . ON
(if more than one jurisdiction, enter "multiple" and complete Schedule 5)
Net provincial or territorial tax payable (except Ontario [for tax years ending

before 2009], Quebec, and Alberta) .. ... 760 3,921
Provincial tax on large corporations (New Brunswick* and Nova Scotia) ... ........... 765
3,921 » 3,921
* The New Brunswick tax on large corporations is eliminated effective January 1, 2009. Total tax payable 11,762 A

Deduct other credits:
Investment tax credit refund from Schedule 31 . .. ... ... ... . L ...
Dividend refund . . .. o L
Federal capital gains refund from Schedule 18 . . . . . ... . ... . .. . ... . ...
Federal qualifying environmental trust tax creditrefund . ... ... ... ... ... ... ... .
Canadian film or video production tax credit refund (Form T1131) . ... ... ...........
Film or video production services tax credit refund (Form T1177) .. ... ... ..........
Taxwithheld at source .. .. ...

Total payments on which tax has been withheld .. .. ... .. m R
Provincial and territorial capital gains refund from Schedule 18 . .................. 808 o
Provincial and territorial refundable tex credits from Schedule 5 .. .. .. ... ... .. ... .. 812
Taxinstalments paid . ... 840 30,000

Total credits B 30,000 p 30,000 B

Refund code Overpayment 18,238 <§L Balance (line A minus line B) -18,238

If the result is negative, you have an overpayment.

\\\I Direct deposit request If the result is positive, you have a balance unpaid.
To have the corporation’s refund deposited directly into the corporation's bank Enter the amount on whichever line applies.
account at a financial institution in Canada, or to change banking information you
already gave us, complete the information below: Generally, we do not charge or refund a difference
of $2 or less.
D Start D Change information 910 $
Branch number .
| Balance unpaid . ........
| P
Institution number Account number J Enclosed payment 898
If the corporation is a Canadian-controlled private corporation throughout the tax year,
does it qualify for the one-month extension of the date the balance of taxis due? . ... ... ............... 1Yes 2 No D
r Certification
i, BB epps E&El cavin EEA PRESIDENT
Last name in block letters First name in block letters Position, office, or rank

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

B 2010-0505 EEd (705) 746-5866
Date (yyyy/mm/dd) Signature of the authorized signing officer of the corporation Telephone number
Is the contact person the same as the authorized signing officer? If no, complete the information below . . ... .. .. 1Yes 2No D
Name in block letters Telephone number

r Language of correspondence — Langue de correspondance
| Indicate your language of correspondence by entering 1 for English or 2 for French. m
1

1 Indiquez votre langue de correspondance en inscrivant 1 pour anglais ou 2 pour frangais.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP12  VERSION 2009 V2.0 Page 8 of 8
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PARRY SOUND POWER CORPORATION
89055 3811 RC0001

2009-12-31

Schedule of Instalment Remittances

Name of corporation contact

Telephone number

Effective Description (instalment remittance, Amount of
interest date split payment, assessed credit) credit
INSTALMENTS 30,000
Total amount of instaiments claimed (carry the result to line 840 of the T2 Return) 30,000 A
Total instalments credited to the taxation year per T9 30,000 B
r Transfer
Taxation Effective
Account number year end Amount interest date Description
From:
To:
From:
To: -
From:
To:
From:
To: o
From:
To: S

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP12

VERSION 2009 V2.0
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PARRY SOUND POWER CORPORATION
89055 3811 RC0001

Agency du Canada NET INCOME (LOSS) FOR INCOME TAX PURPOSES SCHEDULE 1
Corporation's name Business Number Tax year end
Year Month Day
PARRY SOUND POWER CORPORATION 89055 3811 RC0O001 2009-12-31

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

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

Amount calculated on line 9999 from Schedule 125

Add:
Provision for income taxes — current
Amortization of tangible assets
Amortization of intangible assets

................................................ -36,417 A

Sﬁbtotal of additions

Capital cost allowance from Schedule 8
Cumulative eligible capital deduction from Schedule 10

Other deductions:

Miscellaneous other deductions:

Other additions:
Miscellaneous other additions:
604
Subtotal of other additions Rkl
Total additions Y
Deduct:

..................... 405

Subtotal of deductions

394

Net income (loss) for income tax purposes — enter on line 300 of the T2 return

Subtotal of other deductions [EatE]

Total deductions Ejl!)

11,762
335,439
48,588

395,789 » 395,789

>

395,789 » 395,789
260,764
27,323

288,087 » 288,087

0> 0

288,087 » 288,087

.................. 71,285

* For reference purposes only

T2 SCH 1 E (09)

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP12  VERSION 2009 V2.0
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PARRY SOUND POWER CORPORATION
89055 3811 RC0O001

SCHEDULE 5

TAX CALCULATION SUPPLEMENTARY — CORPORATIONS

Corporation's name

PARRY SOUND POWER CORPORATION

Business Number

89055 3811 RCO001

Tax year-end
Year Month Day

2009-12-31

* Use this schedule if, during the tax year, the corporation:

— had a permanent establishment in more than one jurisdiction

(corporations that have no taxable income should only complete columns A, B and D in Part 1); or
- is claiming provincial or territorial tax credits or rebates (see Part 2).
* Regulations mentioned in this schedule are from the Income Tax Reguilations.

e For more information, see the T2 Corporation — Income Tax Guide.

* Enter the regulation number in field 100 of Part 1.

r Part 1 — Allocation of taxable income
Corporations not specified

Enter the regulation that applies (402 to 413).

100 JELY)
. A B

Tick Jui;itshdi‘éﬁ(rl” ation Total salaries and wages
ﬁ'aeds a peim‘a‘n";n? © paid in jurisdiction
establishment in the
jurisdiction during the tax year. *

[
(B x taxable
income™*)/ G

D

Gross revenue

E F
(D x taxable Allocation of taxable
income**) / H income (C + E) x 1/2
(where either GorHis
nil, do not multiply by 1/2)

Newfoundland
and Labrador 1Yes

Newfoundland and
Labrador offshore |1 Yes

Prince Edward
Istand

Nova Scotia

[]
[ I
D ;
[]
Nova Scotia 008 148
offshore 1 Yes D Fn
gfumswick es [I Fm
Quebec es D FI FI
Ontario 1 Yes |X| F
Manitoba 1 Yes D P
Saskatchewan 1 Yes D F
Alberta D

British
Columbia

Yukon

Northwest
Territories

Nunavut

Outside
Canada

Total

G

* "Permanent establishment” is defined in Regulation 400(2).

** Starting in 2009, if the corporation has income or loss from an international banking center; the taxable income is the amount on fine
360 or line Z of the T2 return plus the total amount not required to be included, or minus the total amount not allowed to be
deducted, in computing the corporation’s income under section 33.1 of the federal Income Tax Act.

Notes:

1. After qetermining the allocation of taxable income, you have to calculate the cor;
more information on how to calculate the tax for each province or territory,

2. If the corporation has provincial or territorial tax payable, complete Part 2 on the following pages.

T2 SCH 5 E (09)
CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP12  VERSION 2009 V2.0
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PS POWER 09.209 2009-12-31 PARRY SOUND POWER CORPORATION
2010-€5-05 16:37 89055 3811 RC0001

~Part 2 - On-tario tax payable, tax credits, and rebates

Total taxable Income eligible Provincial or Provincial or
income for smali business | territorial allocation territorial tax
deduction of taxable income payable before
| credits
|
71,285 71,285 3,921
Ontario basic income tax (from Schedule 500) ... ....... ...ttt 270 9,980
Deduct: Ontario small business deduction (from schedule 500) . .. ................ m 6,059
Subtotal (if negative, enter "0") 3,921 » 3,921 As
Add:
Surtax re Ontario small business deduction (from Schedule 500) .. ............... 272
Ontario additional tax re Crown royalties (from Schedule 504) ... ................ 274 N
Ontario transitional tax debits (from Schedule 506) . ... ..................... 276
Recapture of Ontario research and development tax credit (from Schedule 508) .. ...... 277
Subtotal » B6
Subtotal (amount A6 plus amount B6) 3,921 cs
Deduct:

Ontario resource tax credit (from Schedule 504) . . . ... ... ... .. i
Ontario tax credit for manufacturing and processing (from Schedule 502)
Ontario foreign tax credit (from Schedule21) . ... ... ... i
Ontario credit union tax reduction (from Schedule 500) . . ... ... oo
Ontario transitional tax credits (from Schedule 508) . .. ... .........vv ...
Ontario political contributions tax credit (from Schedule 525) . ... ...............
Subtotal > D6

Subtotal (amount C6 minus amount D6) (if negative, enter "0") 3,921 gp

Ontario research and development tax credit (from Schedule 508) ... .............
Ontario corporate income tax payable before Ontario corporate minimum tax credit (amount E6 minus amount on line 416)

(ifnegative, enter "0") . . L e 3,921 s

Deduct:
Ontario corporate minimum tax credit (from schedule 510y .. ... ................ 418

Ontario corporate income tax payable (amount F6 minus amount on line 418) (if negative, enter "0") . .. . ... ... ..\ .u... 31921 Gé
Add:

Ontario corporate minimum tax (from Schedule 510) . .. ..................... 278

Ontario special additional tax on life insurance corporations (from Schedule 512) ... .. ... 280

Ontario capital tax (from Schedule 514 or Schedule 515, whichever applies) .. ........ 282

Total Ontario tax payable before refundable credits (amount G6 plus amount H8) .. .. .. ... oo 3,921 5

Deduct:
Ontario qualifying environmental trust tax credit .. ... ... ... ... ... . ...
Ontario co-operative education tax credit (from Schedule 550) . ... ...............
Ontario apprenticeship training tax credit (from Schedule 552) ... ...............
Ontario computer animation and special effects tax credit (from Schedule 554)
Ontario film and televison tax credit (from Schedule 556) . .. .. . ... ... ..
Ontario production services tax credit (from Schedule 558) .. .. ................
Ontario interactive digital media tax credit (from Schedule 560) . . .. ..............
Ontario sound recording tax credit (from Schedule 562) . ... ... ...............
Ontario book publishing tax credit (from Schedule 564) ... ... ... ...
Ontario innovation tax credit (from Schedule 566) .. ... ............c.v.....
Ontario business-research institute tax credit (from Schedule 568) . ... ............

Jé

3,921 ke

Net Ontario tax payable or refundable credit (amount 16 minus amount J6)
(if a credit, enter a negative amount) Include this amount on line 255.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP12  VERSION 2009 V2.0 Page 2 of 3
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PARRY SOUND POWER CORPORATION
89055 3811 RC0001

Enter the total net tax payable or refundable credits for all provinces and territories at line 255.

Net provincial and territorial tax payable or refundable credits

If the amount on line 255 is positive, enter the net provincial and territorial tax payable on line 760 of the T2 return.
| If the amount on line 255 is negative, enter the net provincial and territorial refundable tax credits on line 812 of the T2 return.

P 255 7714

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP12  VERSION 2009 V2.0
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PS POWER 09.209 2009-12-31 PARRY SOUND POWER CORPQRATION

2010-¢5-05 16:57

Fixed Assets Reconciliation

89055 3811 RC0001

Reconciliation of change in fixed assets per financial statements to amounts used per tax return.

r Tax return
Additions for tax purposes — Schedule 8 regular classes

484,800

Additions for tax purposes — Schedule 8 leasehold improvements

Operating leases capitalized for book purposes

Capital gain deferred

Recapture deferred

Deductible expenses capitalized for book purposes — Schedule 1

Total additions per books

o+ 4+ + + + +

484,800 > 484,800

Proceeds up to original cost — Schedule 8 regular cl

Proceeds up to original cost — Schedule 8 leasehold improvements

Proceeds in excess of original cost — capital gain

Recapture deferred — as above

Capital gain deferred — as above

Pre V-day appreciation

41,758

o+ + 4+ + + +

Total proceeds per books

41,758 » 41,758

Depreciation and amortization per accounts — Schedule 1

- 335,439

Loss on disposal of fixed assets per accounts

Gain on disposal of fixed assets per accounts

n o+ 1

Net change per tax return 107,603

r Financial statements

Fixed assets (excluding land) per financial statements
Closing net book value

3,879,149

Opening net book value

3,771,546

Net change per financial statements = 107,603

If the amounts from the tax return and the financial statements differ,

explain why below.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP12  VERSION 2009 V2.0
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PS POWER 09.209 2009-12-31

PARRY SOUND POWER CORPORATION
2010+95-05 16:37

89055 3811 RC0001

Bl 55050 T fo T SCHEDULE 9
RELATED AND ASSOCIATED CORPORATIONS

Name of corporation Business Number Tax year end
Year Month Day
PARRY SOUND POWER CORPORATION 89055 3811 RC0001 2009-12-31
This schedule is to be completed by a corporation having one or mare of the following:
— related corporation(s)
— associated corporations(s)

Name Country| Business Number | Rela- Number of % of Number of % of Book value of
of resi- (Canadian tion- | common shares | common | preferred shares | preferred capital stock
qence corporation only) ship owned shares owned shares
(if other (see note 1) code owned owned

than (see
Canada)i note 2)

100 ER 300] 400 [500] 550 600 [650]

1, PARRY SOUND HYDRO CORPORATI 86370 8996 RCO00L | 1 2,436,727
24 PARRY SOUND ENERGY SERVICES ( 863709192 RCO001 | 3 1,000
3 PARRY SOUND POWERGEN CORPO! 86371 6395 RCO001 | 3 1,000

Note 1: Enter "NR" if a corporation is not registered.
Note 2: Enter the code number of the relationship that applies from the following order: 1 — Parent 2 - Subsidiary 3 — Associated 4 — Related, but not associated.

T2 SCH 9(99) Canad'ii
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PARRY SOUND POWER CORPORATION
89055 3811 RC0001

SCHEDULE 10

Name of corporation

PARRY SOUND POWER CORPORATION

Business Number Tax year end
Year Month Day
89055 3811 RC0001 2009-12-31

otherwise deductible) from

Other adjustments . . ..

that business

Cumulative eligible capital balance (amount F minus amount J)
(if amount K is negative, enter "0" at line M and proceed to Part 2)
Cumulative eligible capital for a property no longer owned after ceasing to carry on

Deduct: Proceeds of sale (less outlays and expenses not

the disposition of all

eligible capital property during the taxation year ....... m

The gross amount of a reduction in respect of a forgiven
debt obligation as provided for in subsection 80(7)

(add amounts G,H, and 1)

amount K 390,330
less amount from line 249

Current year deduction ........ - 299,350
(line 249 plus line 250) (enter this amount at line 405 of Schedule 1)
Cumulative eligible capital - Closing balance (amount K minus amount L) (if negative, enter "0")

*You can claim any amount up to the maximum deduction of 7%. The deduction may not exceed the maximum
amount prorated by the number of days in the taxation year divided by 365.

390,330 x

7.00% =Bl

* For use by a corporation that has eligible capital property. For more information, see the T2 Corporation Income Tax Guide.
* A separate cumulative eligible capital account must be kept for each business.

Part 1 — Calculation of current year deduction and carry-forward

Cumulative eligible capital - Balance at the end of the preceding taxation year (if negative, enter “0”) m 390,330 A
Add: Cost of eligible capital property acquired
during the taxationyear ..........
Other adjustments .. ............
Subtotal (line 222 plus line 226) = B
Non-taxable portion of a non-arm's length
transferor's gain realized on the transfer
of an eligible capital property to the
corporation after December 20, 2002 . m = Cc
amount B minus amount C (if negative, enter "0") > D
Amount transferred on amalgamation or wind-up of subsidiary .. ...................... Q E
Subtotal (add amounts A, D, and E) 390,330 F

................................ 390,330 K

374 = B8 J

27,323 *
27,323 » 27,323 L

..... 363,007 M

T2 SCH 10 (04)
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PS POWER 09.209 2009-12-31 PARRY SOUND POWER CORPORATION
2010-65-05 16:37 89055 3811 RC0001

Part 2 — Amount to be included in income arising from disposition
(complete this part only if the amount at line K is negative)

Amount from line K (show as positive amount) . ... ... L N
Total of cumulative eligible capital (CEC) deductions from income for taxation years

beginning after June 30, 1988 .. ... ... ... 1

Total of all amounts which reduced CEC in the current or prior years under

subsection 80(7) e 2

Total of CEC deductions claimed for taxation years

beginning before July 1,1988 . .................. m 3

Negative balances in the CEC account that were included
in income for taxation years beginning before July 1, 1988 _________ 4
Line 3 minus line 4 (if negative, enter"0") . .............. > 5
Totalof lines 1,2 and 5 ... ... e 6
Amounts included in income under paragraph 14(1)(b), as
that paragraph applied to taxation years ending after June
30, 1988 and before February 28, 2000, to the extent that
itis for an amount described at line400 . ............... 7
Amounts at line T from Schedule 10 of previous taxation years
ending after February 27,2000 . ..................... 8
Subtotal (line 7 plus line 8) m » 9

Line 6 minus line 9 (if negative, enter "0") ... ... ... L | o
Line N minus line O (if negative, enter "0") . ... . P
Line 5 x1/2= Q

Line P minus line Q (if negative, enter "0") e e e R
Amount R x 2/3= S

Amount N or amount O, whichever is [88S . .. .. . i T

Amount to be included in income (amount S plus amount T) (enter this amount on line 108 of Schedule 1)

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP12  VERSION 2009 V2.0 Page 2 of 2
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PS POWER 09.209 2009-12-31 PARRY SOUND POWER CORPORATION
2010-65-05 16:37 _ 89055 3811 RC0001

l* ganada Revenue é\gegce céu revenu SCHEDULE 23
gency u Canada

AGREEMENT AMONG ASSOCIATED CANADIAN-CONTROLLED PRIVATE CORPORATIONS TO
ALLOCATE THE BUSINESS LIMIT

* For use by a Canadian-controlled private corporation (CCPC) to identify all associated corporations and to assign a percentage for each associated
corporation. This percentage will be used to allocate the business limit for purposes of the small business deduction. Information from this schedule
will also be used to determine the date the balance of tax is due and to calculate the reduction to the business limit.

An associated CCPC that has more than one tax year ending in a calendar year, is required to file an agreement for each
tax year ending in that calendar year.

Column 1:  Enter the legal name of each of the corporations in the associated group. Include non-CCPCs and CCPCs that have filed an election
under subsection 256(2) of the Income Tax Act (ITA) not to be associated for purposes of the small business deduction.

Column 2:  Provide the Business Number for each corporation (if a corporation is not registered, enter "NR").

Column 3: Enter the association code that applies to each corporation:
1 - Associated for purposes of allocating the business limit (unless code 5 applies)
2~ CCPC that is a "third corporation” that has elected under subsection 256(2) not to be associated for
purposes of the small business deduction
3 — Non-CCPC that is a "third corporation” as defined in subsection 256(2)
4 — Associated non-CCPC
5~ Associated CCPC to which code 1 does not apply because of a subsection 256(2) election made by a "third corporation”

Column 4:  Enter the business limit for the year of each corporation in the associated group. The business limit is computed at line 4 on page 4 of
each respective corporation's T2 return.

Column 5:  Assign a percentage to allocate the business limit to each corporation that has an association code 1 in column 3.
The total of all percentages in column 5 cannot exceed 100%.

Column 6: Enter the business limit allocated to each corporation by multiplying the amount in column 4 by the percentage in column 5. Add all
business limits allocated in column 6 and enter the total at line A. Ensure that the total at line A falls within the range for the calendar
year to which the agreement applies:

Calendar year Acceptable range Calendar year Acceptable range
2006 maximum $300,000 2008 maximum $400,000
2007 $300,001 to $400,000 2009 $400,001 to $500,000

If the calendar year to which this agreement applies is after 2009, ensure that the total at line A does not exceed $500,000.

r Allocating the business limit

Year Month Day

Year

........................................ 1 | 2009

Is this an amended agreement for the above-noted calendar year that is intended to replace an agreement previously
filed by any of the associated corporations listed below? . . . . .. .. e 075 IEEREN D 2 No

Date filed (do not use this area)

Enter the calendar year to which the agreement applies

1 2 3 4 5 6
Names of Business Asso- Business limit Percentage Business
associated Number of ciation for the year of the limit
corporations associated code | (before the allocation) | business allocated*
corporations $ limit
%
[ 100 En 300 350 [ 400
1| PARRY SOUND POWER CORPORATION 89055 3811 RCO001 1 500,000| 91.0000 455,000
2| PARRY SOUND HYDRO CORPORATION 86370 8996 RC0001 1 500,000 1.0000 5,000]
3| PARRY SOUND ENERGY SERVICES CORPORAT.| 86370 9192 RC0001 1 500,000 8.0000 40,000
4| _PARRY SOUND POWERGEN CORPORATION 86371 6395 RC0001 1 500,000
Total| 100.0000 500,000 A
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Business limit reduction under subsection 125(5.1) of the ITA

The business: limit reduction is calculated in the small business deduction area of the T2 return. One of the factors used in this calculation is the "Large
corporation amount” at line 415 of the T2 return. If the corporation is a member of an associated group** of corporations in the current tax year, the amount
at line 415 of the T2 return is equal to 0.225% x (A - $10,000,000) where, "A" is the total of taxable capital employed in Canada*** of each corporation in
the associated group for its last tax year ending in the preceding calendar year.

* Each corporation will enter on line 410 of the T2 return, the amount allocated to it in column 6. However, if the corporation's tax year is less than 51 weeks,
prorate the amount in column 6 by the number of days in the tax year divided by 365, and enter the resuit on line 410 of the T2 return.

Special rules apply if a CCPC has more than one tax year ending in a calendar year and is associated in more than one of those years with another CCPC
that has a tax year ending in the same calendar year. If the tax year straddles January 1, 2009, the business limit for the second (or subsequent) tax year(s)
will be equal to the lesser of the business limit that would have been determined for the first tax year ending in the calendar year, if $500,000 was used in
allocating the-amounts among associated corporations and the business limit determined for the second (or subsequent) tax year(s) ending in the same
calendar year. Otherwise, the business limit for the second (or subsequent) tax year(s) will be equal to the lesser of the business limit determined for the
first tax year ending in the calendar year and the business limit determined for the second (or subsequent) tax year(s) ending in the same calendar year.

** The associated group includes the corporation filing this schedule and each corporation that has an "association code" of 1 or 4 in column 3.

*** "Taxable capital employed in Canada" has the meaning assigned by subsection 181.2(1) or 181.3(1) or section 181.4 of the ITA.

T2 SCH 23 (09) Canad'éi
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I*l ganada Revenue Qgsgme ?ju revenu SCHEDULE 33
gency u Canada

PART 1.3 TAX ON LARGE CORPORATIONS

Name of corporation Business Number Tax year-end
Year Month Day
PARRY SOUND POWER CORPORATION 89055 3811 RC0001 2009-12-31

® File this schedule if the total taxable capital employed in Canada of the corporation (other than a financial institution or an insurance corporation) and its
related corporations is greater than $10,000,000.

Even if there is no Part |.3 tax payable for the days in the tax year that are after 2005, you must still complete this schedule (except parts 5 and 9).
Parts, sections, subsections, and paragraphs referred to on this schedule are from the Income Tax Act and the Income Tax Regulations.
Subsection 181(1) defines the terms “financial instifution,” "long-term debt,” and “reserves."

Subsection 181(3) provides the basis to determine the carrying value of a corporation's assets or any other amount under Part 1.3 for its capital,
investment allowance, taxable capital, or taxable capital employed in Canada, or for a partnership in which it has an interest.

No Part 1.3 tax is payable for a tax year by a corporation that was:
1) bankrupt [as defined by subsection 128(3)] at the end of the year;

2) adeposit insurance corporation throughout the year, as defined by subsection 137.1(5), or deemed to be a deposit insurance corporation by
subsection 137.1(5.1);

3) exempt from tax under section 149 throughout the year on all of its taxable income;
4) neither resident in Canada nor carrying on a business through a permanent establishment in Canada at any time in the year; or

5) a corporation described in subsection 136(2) throughout the year, the principal business of which was marketing (including any related processing)
natural products belonging to or acquired from its members or customers.

® File the completed Schedule 33 with the T2 Corporation Income Tax Return no later than six months from the end of the tax year.
® This schedule may contain changes that had not yet become law at the time of printing.
If the corporation was a non-resident of Canada throughout the year and carried on a business through a permanent establishment in Canada, go to Part 4,
"Taxable capital employed in Canada.”
r Part 1 — Capital
Add the following amounts at the end of the year:
Reserves that have not been deducted in computing income for the year under Part |
Capital stock (or members' contributions if incorporated without share capital) ... ........
Refained earnings . . ... . e e e
Contributed SUPIUS . . .o e
Any other surpluses
Deferred unrealized foreign exchange gains

All loans and advances to the corporation . . .. ... ... ... . e
All indebtedness of the corporation represented by bonds, debentures, notes, mortgages,

hypothecary claims, bankers' acceptances, or similar abligations . .. ................ 109
Any dividends declared but not paid by the corporation before the end of the year .. . ... ... 110
All other indebtedness of the corporation (other than any indebtedness for a lease)

that has been outstanding for more than 365 days beforetheend of theyear ... ......... m

Proportion of the amount, if any, by which the total of all amounts (see note below) for the
partnership of which the corporation is a member at the end of the year exceeds the

amount of the partnership's deferred unrealized foreign exchange losses .. ........... m
Subtotal 5,000,656 » 5,000,656 A
Deduct the following amounts:
Deferred tax debit balance attheend of theyear . ... ... ... ... . ... ... . ... m
Any deficit deducted in computing its shareholders' equity (including, for this purpose, the
amount of any provision for the redemption of preferred shares) at the end of theyear ... ... @

Any amount deducted under subsection 135(1) in computing income under Part | for the
year, as long as the amount may reasonably be regarded as being included in any of

lines 10110 112above . ... .. 123 -
The amount of deferred unrealized foreign exchange losses attheend of theyear ... ...... 124
Subtotal » B
Capital for the year (amount A minus amount B) (if negative, enter “0”) .. ... ... ... ... ... ... m 5,000,656

Note: Lines 101, 107, 108, 109, 111, and 112 are determined as follows:
— If the partnership is a member of another partnership (tiered partnerships), include the amounts of the partnership and tiered partnerships.

— Amounts for the partnership and tiered partnerships are those that would be determined for lines 101, 107, 108, 109, 111, and 112 as if they
apply in the same way that they apply to corporations.

— Do not include amounts owing to the member or to other corporations that are members of the partnership.
— Amounts are determined at the end of the last fiscal period of the partnership ending in the year of the corporation.
= The proportion of the total amounts is determined by the corporation's share of the partnership's income or loss for the fiscal period of the partnership.

T2 SCH33E (07) ‘ Canad'é'
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r Part 2 — Investment allowance

Add the carrying value at the end of the year of the following assets of the corporation:
A share of another COTPOration . . o o oot e e e e e e e e e e e 401 100
A loan or advance to another corporation (other than a financial institution) . .. .. ... ... ... e 402
A bond, debenture, note, mortgage, hypothecary claim, or similar obligation of another corporation
(other than a financial institution) . . . . . ... L e e e e
Long-term debt of a financial INSHULON . . . . . . o o e e 404
A dividend receivable on a share of the capital stock of another corporation . . .. .. . 405

A loan or advance to, or a bond, debenture, note, mortgage, hypothecary claim, or similar obligation of, a‘partnership
all of the members of which, throughout the year, were other corporations (other than financial institutions) that were
not exempt from tax under Part .3 [other than by reason of paragraph 181.1(3)(d)] . . . . . . o v i ittt 406

An interest in a partnership (see note 1 below) . . . .. . . 407

Investment allowance for the year (add lines 401t0407) . . o v v v it ittt et et e e 490 100

Notes:
1. Where the corporation has an interest in a partnership or in tiered partnerships, consider the following:
- the investment allowance of a partnership is deemed to be the amount calculated at line 490 above, at the end of its fiscal period, as if it was a
corporation;
— the total of the carrying value of each asset of the partnership described in the above lines is for its last fiscal period ending at or before the end of
the corporation's tax year; and
— the carrying value of a partnership member's interest at the end of the year is its specified proportion [as defined in subsection 248(1)] of the
partnership's investment allowance.
2. Lines 401 to 405 should not include the carrying value of a share of the capital stock of, a dividend payable by, or indebtedness of a corporation that is
exempt from tax under Part 1.3 [other than by reason of paragraph 181.1(3)(d)].
3. Where a trust is used as a conduit for loaning money from a corporation to another related corporation (other than a financial institution), the loan will be
considered to have been made directly from the lending corporation to the borrowing corporation, according to subsection 181.2(6).

r Part 3 — Taxable capital

Capital for the year (lIne 190) . . o oL L 5,000,656 C
Deduct: Investment allowance for the year (i€ 490) . . . . . . ottt i e e 100 D
Taxable capital for the year (amount C minus amount D) (if negative, enter "0") . . . . .. ot i e e m 5,000,556

r Part 4 — Taxable capital employed in Canada

To be completed by a corporation that was resident in Canada at any time in the year

Taxable capital for Taxable income earned Taxable capital
the year (line 500) 5,000,556 x in Canada m 71,285 = employed in Canada m

Taxable income ) 71,285

Notes: 1. Regulation 8601 gives details on calculating the amount of taxable income earned in Canada.
2. Where a corporation's taxable income for a tax year is "0," it shall, for the purposes of the above calculation, be deemed
to have a taxable income for that year of $1,000.
3. Inthe case of an airline corporation, Regulation 8601 should be considered when completing the above calculation.

5,000,556

To be completed by a corporation that was a non-resident of Canada throughout the year
and carried on a business through a permanent establishment in Canada

Total of all amounts each of which is the carrying value at the end of the year of an asset of the corporation used in the
year or held in the year, in the course of carrying on any business it carried on during the year through a permanent
establishmentin Canada . .. .. ... e

Deduct the following amounts:

Corporation's indebtedness at the end of the year [other than indebtedness described in any
of paragraphs 181.2(3)(c) to (f)] that may reasonably be regarded as relating to a business it
carried on during the year through a permanent establishmentin Canada . ............. 711

Total of all amounts each of which is the carrying value at the end of year of an asset

described in subsection 181.2(4) of the corporation that it used in the year, or held in the

year, in the course of carrying on any business during the year through a permanent
establishmentinCanada . ... ... ... . . . . . . .. .

Total of all amounts each of which is the carrying value at the end of year of an asset of the

corporation that is a ship or aircraft the corporation operated in international traffic, or

personal or movable property used or held by the corporation in carrying on any business

during the year through a permanent establishment in Canada (see note below) ... ........ 713

Total deductions (add lines 711, 712, and 713) > E

Taxable capital employed in Canada (line 701 minus amount E) (if negative, enter “0%) .. ... ......... . ...... 790

Note: Complete line 713 only if the country in which the corporation is resident did not impose a capital tax for the year on similar assets, or a tax for the
year on the income from the operation of a ship or aircraft in international traffic, of any corporation resident in Canada during the year.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP12  VERSION 2009 V2.0 Page 2 of 4




Parry Sound Power Corporation
EB-20100140

Exhibit 4

Tab 1l

Schedule 1

Appendix A

Page 24 of 52

Filed: October 15, 2010

PS POWER 09.209 2009-12-31 PARRY SOUND POWER CORPORATION
2010-85-05 16:37 89055 3811 RC0O001

r Part 5 — Calculation of gross Part 1.3 tax
’ If the tax year starts after 2005, do not complete this part.

Taxable capital employed in Canada (line 690 or 790, whichever applieS) .« . v vttt it e e e e e e 5,000,556
Deduct:  Capital deduction claimed for the year (enter $50,000,000 or, for related corporations,
the amount allocated on Schedule 36) . . . ... L e e e e e 20,000,000

Excess of taxable capital employed in Canada over capital deduction . . . . . . .. ... .. . e m

Line 811 X Number of days in the tax year in 2004 X 0.002 = F
Number of days in the tax year 365

Line 811 X Number of days in the tax year in 2005 X 0.00175 = G
Number of days in the tax year 365

Note:  The Part .3 tax rate is reduced to 0% for the days in the tax
year that are after 2005.

Subtotal (add amounts Fand G) g H
Where the tax year of a corporation is less than 51 weeks, calculate the amount of gross Part 1.3 tax as follows:

AmountH X Numberofdaysintheyear (365 ) = ... ... ..., |
365

Gross Part 1.3 tax (amount H or |, whichever applies)

r Part 6 — Calculation of gross Part 1.3 tax for purposes of the unused surtax credit

Taxable capital employed in Canada (line 690 or 790, whichever applies) . . . o oo vt e e e e e e e 5,000,556 J

Deduct:  Capital deduction claimed for the year (enter $50,000,000 or, for
related corporations, the amount allocated on Schedule 36) .. .. ....... 801 20,000,000 x 15 = 4,000,000 K

Excess (amount J minus amount K) (if negative, enter "0") 1,000,556 L

Amount L 1,000,556 X  0.00225 = ... 2,251 M

Where the tax year of a corporation is less than 51 weeks, calculate the amount of gross Part 1.3 tax for
purposes of the unused surtax credit as follows:

Amount M 2,251 X Numberofdaysintheyear (365 ) = ..., N
365

Gross Part 1.3 tax for purposes of the unused surtax credit (amount M or N, whichever applies)

................ el 2,251
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r Part 7 — Calculation of current-year surtax credit available

89055 3811 RC0001

the oldest first.

has been acquired between the year in which the credits arose and the year in which you want to claim them.
For a corporation that was a non-resident of Canada throughout the year, enter amount a or b at fine O, whichever is less:

a) line 600 from the T2 return

® Carporations can claim a credit against their Part 1.3 tax for the amount of Canadian surtax payable for the year. This is called the surtax credit.
* Any unused surtax credit can be carried back three years or carried forward seven years. Unused surtax credits must be applied in order of

® Refer to subsection 181.1(7) when calculating the amount deductible for a corporation's unused surtax credits where control of the corporation

............................................ a

b)line 700 from the T2 FtUMM . L L ot it e i et e e e e e e b 6]
In any other case, entér amount ¢ or d at line P, whichever is less:

line 600 f the T2 retumn X line 690 of this schedule 5,000,556 = c
n urn 7

©) line 600 from the T2 ref line 500 of this schedule 5,000,556

d)line 700 fromthe T2 return . . . ottt e e e e e e 7,841 d P
Current-year surtax credit available (amount O or P, whichever applies) ... ..... ... ... 830

Part 8 — Calculation of current-year unused surtax credit

Current-year surtax credit available (line 830)

Less: Gross Part 1.3 tax for purposes of the unused surtax credit (line 821) . . . .. . o ittt 2,251
Current-year unused surtax credit (if negative, enter "0") . . ... ... m
Enter this amount at line 600 on Schedule 37.
r Part 9 — Calculation of net Part 1.3 tax payable
If the tax year starts after 2005, do not complete this part.
Gross Part 1.3tax (i@ 820) . . .o oo e Q
Deduct:
Current-year surtax credit applied (line 820 or 830, whicheveris less) . ............... 861 .
Unused surtax credit from previous years applied (amount from line 320 on Schedule 37) R 862
Subtotal {(cannot be more than amount on line 820) | R
Net Part 1.3 tax payable (amount Q minus amount R) . . .. ..ottt
Enter this amount at line 704 of the T2 return.
 Part 10 — Calculation for purposes of the small business deduction
This part is applicable only to corporations that are not associated in the current year, but were associated in the prior year.
Taxable capital employed in Canada (line 690 or 790, whichever applies) . .. ..o vttt oo e e e e . S
Deduct:
Capital deduction claimed for the year (enter $10,000,000) v v oot i i ittt e T

Gross Part 1.3 tax for purposes of the small business deduction (Amount U x 0.00225)
Enter this amount at line 415 of the T2 return

Excess (amount S minus amount T) (if negative, enter "0") u
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Bl 5500 Teeme e SCHEDULE 50
: SHAREHOLDER INFORMATION
Name of corporation Business Number Tax year end
Year Month Day
PARRY SOUND POWER CORPORATION 89055 3811 RC0001 2009-12-31

All private corporations must complete this schedule for any shareholder who holds 10% or more of the corporation's common and/or

preferred shares.

Provide only one number per shareholder
Name of shareholder Business Number Social insurance Trust number Percentage | Percentage
(after name, indicate in brackets if the shareholder (If a corporation is not number common | preferred
is a corporation, partnership, individual, or trust) registered, enter "NR") shares shares
100] 200 300 E 400 IR 500
1| Parry Sound Hydro Corporation 86370 8996 RCO001 100.000
2
3
4
5
6
7
8
9
10
T2 SCH 50 (06) Canadi
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gency u Canada
ONTARIO CORPORATION TAX CALCULATION
Name of corporation Business Number Tax year-end
Year Month Day
PARRY SOUND POWER CORPORATION 89055 3811 RC0001 2009-12-31

¢ Use this schedule if the corporation had a permanent establishment (as defined in section 400 of the federal Income Tax Regulations) in
Ontario at any time in the tax year and had Ontario taxable income in the year.

¢ References to subsections and paragraphs are from the federal Income Tax Act.
e This schedule is a worksheet only and does not have to be filed with your T2 Corporation Income Tax Return.

r Part 1 — Calculation of Ontario basic income tax

Ontario taxable INCOME * . o . ottt et e e e e e e e e 71,285 A
Ontario basic income tax: amount A multiplied by T 9,980 B

If the corporation has a permanent establishment in more than one jurisdiction, or is claiming an Ontario tax credit, in addition to Ontario basic income
tax, or has Ontario corporate minimum tax, Ontario special additional tax on life insurance corporations or Ontario capital tax payable, enter amount B on
line 270 of Schedule 5, Tax Calculation Supplementary - Corporations. Otherwise, enter it on line 760 on page 8 of the T2 return.

* If the corporation has a permanent establishment only in Ontario, enter the amount from line 360 or line Z, whichever applies, from
page 3 of the T2 return. Otherwise, enter the taxable income aliocated to Ontario from column F in Part 1 of Schedule 5.

r Part 2 - Ontario small business deduction (OSBD)

Complete this part if the corporation claimed the federal small business deduction under subsection 125(1) or would
have claimed it if subsection 125(5.1) had not been applicable in the tax year.

Income from active business carried on in Canada

(amount from line 400 0F the T2 retUrn) . . . ot e e e 71,285 1
Federal taxable income, less adjustment for foreign tax credit
(amount from line 405 of the T2 refUrn) . L L . L L L e e e, 71,285 2
Federal business limit before the application of subsection 125(5.1)
(amount from line 410 of the T2 return) . ... .. ... ...... e 455,000 «x 500,000 = 455,000 3
500,000
line 4 on page 4 of the T2 return
Entertheleastof amounts 1,2,and 3 . .. ... e 71,285 ¢
Ontario domestic factor: Ontario taxable income * 71,285.00 = . ..... 1.00000 p
taxable income earned in all provinces and territories ** 71,285
Ontario small business income (amount C multiplied by amount D) . . .. ... oot 71,285 E
OSBDratefortheyear .. ... ... 8.5 %
Ontario small business deduction (amount E multiplied by OSBD rate forthe year) . .. .. ... .\ i e 6,059 F

Enter amount F on line 402 of Schedule 5.

* Enter amount A from Part 1.

** Includes the offshore jurisdictions for Nova Scotia, and Newfoundland and Labrador.

vk

- T2 SCH 500 E (09/10) Canada
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r Part 3 — Calculation of surtax re Ontario small business deduction

Complete this part if the corporation is claiming the OSBD, and its adjusted taxable income, plus the adjusted taxable income of each corporation
with which the corporation was associated during its tax year, is greater than $500,000. If the corporation is a member of an associated group, complete
Schedule 501, Ontario Adjusted Taxable Income of Associated Corporations to Determine Surtax re Ontario Small Business Deduction.

Adjusted taxable Income * . ... e 71,285 G

Adjusted taxable income of all associated corporations (amount from line 500 of Schedule 501) e 3;151 H

Aggregate adjusted taxable income (amount G plus amountH) . ... ... ... .. .. ..., 74,436 > 74,436 |

Deduct:

Ontario business Bmit . ... L e 500,000

Subtotat (@mount | minus Ontario business limit) (if negative, enter "0" on this lineandonlineM) ... ....... ... ........ J

Small business surtax rate forthe year . .. . ... .. e 4.25%

Multiply: Line J x small business surtax rate for the year S B K
Amount K X Ontario small business income (amount E in Part 2) 71,285 = ... ... - L

500,000 500,000
Ontario surtax re Ontario small business deduction: lesser of amount L and OSBD (amount F in Part 2) e M

Enter amount M on line 272 of Schedule 5.

* Adjusted taxable income is equal to the corporation's taxable income or taxable income earned in Canada for the year plus the
amount of the corporation's adjusted Crown royalties for the year minus the amount of the corporation's notional resource
allowance for the year (from Schedule 504, Ontario Resource Tax Credit and Ontario Additional Tax re Crown Royalties).

If the tax year of the corporation is less than 51 weeks, multiply the adjusted taxable income of the corporation for the year by 365
and divide by the number of days in the tax year.
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r Pari 4 - Ontario adjusted small business income

Complete this part if the corporation was a Canadian-controlled private corporation throughout the tax year and is claiming the Ontario tax credit for
manufacturing and processing or the Ontario credit union tax reduction.

Amount CInPart2 L e 71,285 N
Surtax payable (@amount M in Part 3) e (o]

Ontario domestic factor (amount D in Part 2) x 8.5% 0.08500
Ontario adjusted small business income (amount N minus amount O) (if negative, enter "0") . . . ... ..ot 71,285 p

Enter amount P on line R in Part 5 or on line B in Part 2 of Schedule 502, Ontario Tax Credit for Manufacturing and Processing, whichever applies.

r Part 5 — Calculation of credit union tax reduction

Complete this part and Schedule 17, Credit Union Deductions, if the corporation was a credit union throughout the tax year.

AmountDin Part 3of Schedule 17 . . ... ... . e Q

Deduct:

Ontario adjusted small business income (@amount PinPart4) ... ..................... R

Subtotal (amount Q minus amount R) (if negative, enter "0") . .. .. ... S

OSBDratefortheyear . ........ ... . .cuuuuiineeennnn... 8.5%

Amount S multiplied by the OSBD rate forthe year . .. . ...t T
Ontario domestic factor (amount DinPart2) ... .. . 1.00000 y
Ontario credit union tax reduction (amount T multiplied by amount U) . .. . .. o \

Enter amount V on line 410 on Schedule 5.

[
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I*I 222?‘2? Revenue Qg%\ac:a%:revenu SCHEDULE 501
ONTARIO ADJUSTED TAXABLE INCOME OF ASSOCIATED CORPORATIONS TO
DETERMINE SURTAX RE ONTARIO SMALL BUSINESS DEDUCTION

Name of corporation Business Number Tax year-end
Year Month Day
PARRY SOUND POWER CORPORATION 89055 3811 RCO001 2009-12-31

* For use by Canadian-controlled private corporations (CCPCs) to report the adjusted taxable income of all corporations (Canadian and foreign) with which
the filing corporation was associated at any time during the tax year.

* Include the adjusted taxable income for the tax year of the associated corporation that ends at or before the date of the filing corporation's tax year-end.
® Attach additional schedules if more space is required.

* File this schedule with the T2 Corporation Income Tax Return.

Names of associated corporations* Business number of Tax year-end Adjusted taxable income ***
associated corporations** (if loss, enter "0")

200 E 400]

1| PARRY SOUND HYDRO CORPORATION 86370 8996 RC0O001 2009-12-31 3,151
2| PARRY SOUND ENERGY SERVICES CORPORATION 86370 9192 RCO001 2009-12-31
3[_PARRY SOUND POWERGEN CORPORATION 86371 6395 RC0001 2009-12-31

Total I 3,151

Enter the total adjusted taxable income from line 500 on line H in Part 3 of Schedule 500, Ontario Corporation Tax Calculation.

* Subsection 256(2) of the federal Income Tax Act may deem the filing corporation to be assaciated with another corporation, because
both corporations are associated with a third corporation. If so, do not list the other corporation, nor the third carporation if it is not a
CCPC or has elected under subsection 256(2) of the federal Act not to be associated for purposes of section 125 of the federal Act.

** Enter "NR" if a corporation is not registered.

*** Rules for adjusted taxable income:

~ [f the associated corporation's tax year ends before January 1, 2009, its adjusted taxable income is equal to its taxable income or taxable

income earned in Canada reported on line 10 (or line 20 if applicable) on the Ontario CT23 Corporations Tax and Annual Return, or the
Ontario Corporations Tax Return CT8, whichever is applicable.

— If the associated corporation's tax year ends after December 31, 2008, its adjusted taxable income is equal to its taxable income or taxable
income earned in Canada plus its adjusted Crown royalties minus its notional resource allowance for the year.
— If the associated corporation's tax year is less than 51 weeks and is the onl

corporation’s tax year, multiply the associated corporation's ad
associated corporation's tax year.

y tax year of the associated corporation that ends in the filing
justed taxable income by 365 and divide by the number of days in the

— If the associated corporation has two or more tax years ending in the filing corporation's tax year, enter the last tax year-end date on
line 300 and, for the entry on line 400, multiply the sum of the adj

usted taxable income for each of those tax years by 365, and divide
by the total number of days in all of those tax years.

) i+l
T2SCH 501 E
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ONTARIO CORPORATE MINIMUM TAX

PARRY SOUND POWER CORPORATION
89055 3811 RC0001

SCHEDULE 510

Name of corporation Business Number Tax year-end
| Year Month Day
1 PARRY SOUND POWER CORPORATION 89055 3811 RC0001 2009-12-31

* Rules for total assets

— Report total assets in accordance with generally accepted accounting principles, adjusted so that consolidation and equity methods are not used.
— Exclude unrealized gains and losses on assets and foreign currency gains and losses on assets that are included in net income for
accounting purposes but not in income for corporate income tax purposes.
— The amount on line 114 is determined at the end of the last fiscal
corporation. Add the proportionate share of the assets of the
investment in partnerships and joint ventures.
— A corporation's share in a partnership or joint venture is determined under paragraph 54(5)(b) of the Taxation Act, 2007 (Ontario) and, if the partnership
or joint venture had no income or loss, is calculated as if the partnership's or joint venture's income were $1 million. For a corporation with an indirect
interest in a partnership or joint venture, determine the corporation's share according to paragraph 54(5)(c) of the Taxation Act, 2007 (Ontario).

** Rules for total revenue

— Report total revenue in accordance with generally accepted accounting principles, adjusted so that consolidation and equity methods are not used.

— If the tax year is less than 51 weeks, multiply the total revenue of the corporation or the partnership,
number of days in the tax year.

— The amount on line 144 is determined for the partnership or joint venture fiscal period that ends in the tax year of the corporation. If the
partnership or joint venture has 2 or more fiscal periods ending in the filing corporation's tax year, multiply the sum of the total revenue for each
of the fiscal periods by 365 and divide by the total number of days in all the fiscal periods.

— A corporation’s share in a partnership or joint venture is determined under paragraph 54(5)(b) of the Taxation Act, 2007 (Ontario) and, if the partnership
or joint venture had no income or loss, is calculated as if the partnership's or joint venture's income were $1 million. For a corporation with an indirect
interest in a partnership or joint venture, determine the corporation's share according to paragraph 54(5)(c) of the Taxation Act, 2007 (Ontario).

r Part 1 — Determination of CMT applicability

Total assets of the corporation at the end of the tax year *

Share of total assets from partnership(s) and joint venture(s) *
Total assets of assaciated corporations (amount from line 450 on Schedule 51 1)
Total assets (total of lines 112 to 116)
Total revenue of the corporation for the tax year **
Share of total revenue from partnership(s) and joint venture(s) **
Total revenue of associated corporations (amount from line 550 on Schedule 51 1)
Total revenue (total of lines 142 to 146)

The corporation is subject to CMT if:
— for tax years ending before July 1, 2010, the total assets at the end of the year of the corporation or the associated group of corporations exceed
$5,000,000 or the total revenue for the year of the corporation or the associated group of corporations exceeds $10,000,000.
— for tax years ending after June 30, 2010, the total assets at the end of the year of the corporation or the associated group of corporations exceed
$50,000,000 or the total revenue for the year of the corporation or the associated group of corporations exceeds $100,000,000.
If the corporation is not subject to CMT, do not complete the remaining parts unless the corporation is deducting a CMT credit, or has a CMT credit

carryforward, a CMT loss carryforward, a current year CMT loss, or has SAT payable in the year.

A corporation is exempt from CMT if, throughout the tax year, it was one of the following:

1) a corporation exempt from income tax under section 149 of the federal Income Tax Act;
2) amortgage investment corporation under subsection 130.1(8) of the federal Act;

3) adeposit insurance corporation under subsection 137.1(5) of the federal Act;

4) acongregation or business agency to which section 143 of the federal Act applies;

5) an investment corporation as referred to in subsection 130(3) of the federal Act; or

6) amutual fund corporation under subsection 131(8) of the federal Act.

® File this schedule with the T2 Corporation Income Tax Return.

* File this schedule if the corporation is subject to Ontario corporate minimum tax (CMT). CMT is levied under section 55 of the Taxation Act, 2007 (Ontario).
Complete Part 1 to determine if the corporation is subject to CMT for the tax year.

A corporation not subject to CMT in the tax year is still required to file this schedule if it is deducting a CMT credit, has a CMT credit carryforward,
or has a CMT loss carryforward or a current year CMT loss.

A corporation that has Ontario special additional tax on life insurance corporations (SAT) payable in the tax year must complete Part 4 of this
schedule even if it is not subject to CMT for the tax year.

............ ~ 7,590,447
............ -
............ BR_ 4999781

............ 9,166,732

............ 146 1,465,677

period of the partnership or joint venture that ends in the tax year of the
partnership(s) and joint venture(s) and deduct the recorded asset(s) for the

whichever applies, by 365 and divide by the

............... 12,590,228

............... 10,632,409

T2 SCH 510 E (09/10)
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2010-05-05 16:37 89055 3811 RC0001

rPart 2 — Calculation of adjusted net income/loss for CMT purposes
Net income/loss per financial statements * . . . .. L L e 210 -36,417

Add (to the extent reflected in income/loss):

Provision for current income taxes/cost of currentincome taxes .. ... ... ... ... ... 11,762
Provision for deferred income taxes (debits)/cost of future income taxes . .. ..........
Equity losses from corporations . . ... . e
Financial statement loss from partnerships and jointventures ... ... ... ..........
Dividends paid/payable to shareholders (other than dividends paid by credit unions)

Other additions (see note below):

Share of adjusted net income of partnerships and joint ventures ** ... ... ... ... .... 228 -
Total patronage dividends received, not aiready included in net income/loss . . .. ....... 232
281 S 282
283 [ 284
Subtotal 11,762 » 11,762 A

Deduct (to the extent reflected in income/loss):

Provision for recovery of current income taxes/benefit of current income taxes .. . ... ...
Provision for deferred income taxes (credits)/benefit of future income taxes . .. ........
Equity income from corporations . . .. ... L
Financial statement income from partnerships and joint ventures .. .. .............
Dividends deductible under section 112, section 113, or subsection 138(6) of the federal Act

Dividends not taxable under section 83 of the federal Act (from Schedule3) . .........

Gain on donation of listed security or ecological gift . .. ... ... . ... .. ... . ... ..
Accounting gain on transfer of property to a corporation under section 85 or 85.1

of thefederal Act ™™ . . L. L L
Accounting gain on transfer of property to/from a partnership under section 85 or 97

of the federal Act *™** . . . . .
Accounting gain on disposition of property under subsection 13(4),

subsection 14(6), or section 44 of the federal Act **** ., .. .. ... ... ... .......
Accounting gain on a windup under subsection 88(1) of the federal Act

or an amalgamation under section 87 of the federal Act . . ... ..................

Other deductions (see note below):
Share of adjusted net loss of partnerships and joint ventures ** ... ... ... .. ....... 328
Tax payable on dividends under subsection 191.1(1) of the federal Act multiplied by 3 . . . . EXI}

Interest deducted/deductible under paragraph 20(1)(c) or (d) of the federal Act,
not already included in netincomefloss . . ... ... .

Patronage dividends paid (from Schedule 16) not already included in net income/loss

Adjusted net income/loss for CMT purposes (line 210 plus amount A minus amount B) . . v v v oo v oo e m -24,655

If the amount on line 490 is positive and the corporation is subject to CMT as determined in Part 1, enter the amount on line 515 in Part 3.
If the amount on line 490 is negative, enter the amount on line 760 in Part 7 (enter as a positive amount).

Note:

Under Other additions, enter any realized or unrealized mark-to-market losses and foreign currency losses on assets that are included in income for
accounting purposes but not in income for tax purposes, in accordance with Ontario Regulation 37/09. Under Other deductions, enter any realized or
unrealized mark-to-market gains and foreign currency gains on assets that are included in income for accounting purposes but not in income for tax
purposes, in accordance with Ontario Regulation 37/08.

*

Rules for net income/loss

— Banks must report net incomerloss as per the report accepted by the Superintendent of Financial Institutions under the federal Bank Act, adjusted so
consolidation and equity methods are not used.

— Life insurance corporations must report net incomefloss as per the report accepted by the federal Superintendent of Financial Institutions or equivalent
provincial insurance regulator, before SAT and adjusted so consalidation and equity methods are not used. If the life insurance corporation is resident
in Canada and carries on business in and outside of Canada, multiply the net income/ioss by the ratio of the Canadian reserve liabilities divided by
the total reserve liability. The reserve liabilities are calculated in accordance with Regulation 2405(3) of the federal Act.
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r Part 2 — Calculation of adjusted net income/loss for CMT purposes (continued)

— Other corporations must report net income/loss in accordance with generally accepted accounting principles, except that consolidation and equity
methods must not be used. When the equity method has been used for accounting purposes, equity losses and equity income are removed from
book income/loss on lines 224 and 324 respectively.

— Corporations, other than insurance corporations, should report net income from line 9999 of the GIFI (Schedule 125) on line 210.

*+ The share of the adjusted net income of a partnership or joint venture is calculated as if the partnership or joint venture was a corporation and the tax
year of the partnership or joint venture was its fiscal period. For a corporation with an indirect interest in a partnership through one or more partnerships,
determine the corporation's share according to clause 54(5)(c) of the Taxation Act, 2007 (Ontario).

=+ A joint election will be considered made under subsection 60(1) of the Taxation Act, 2007 (Ontario) if there is an entry on line 342, and an election has
been made for transfer of property to a corporation under subsection 85(1) of the federal Act.

s+ A joint election will be considered made under subsection 60(2) of the Taxation Act, 2007 (Ontario) if there is an entry on line 344, and an election has
been made under subsection 85(2) or 97(2) of the federal Act.

weexx A joint election will be considered made under subsection 61(1) of the Taxation Act, 2007 (Ontario) if there is an entry on line 346, and an election has
been made under subsection 13(4) or 14(6) and/or section 44 of the federal Act.

For more information on how to complete this part, see the T2 Corporation — Income Tax Guide.

~Part 3 — Calculation of CMT payable

Adjusted net income for CMT purposes (line 490 in Part 2, if positive)

CMT loss available (amount R from Part7) . ............
Minus: Adjustment for an acquisition of control *

Adjusted CMT loss available . . ... ................. . C
Net income subject to CMT calculation (if negative, enter "0") . .. ... ............. 520
Amount from Number of days in the tax
line 520 X __year before July 1, 2010 365 x 4% = 1
Number of days 365
in the tax year
Amount from Number of days in the tax
line 520 X __year after June 30, 2010 X 2.7% = 2
Number of days 365
in the tax year
Subtotal (amount 1 plus amount2) .. ........... 3
Gross CMT: amaunt on line 3 above x OAF ™ m
Deduct:
Foreign tax credit for CMT purposes ** . L. m
CMT after foreign tax credit deduction (line 540 minus line 550) (if negative, enter L D
Deduct: :
Ontario corporate income tax payable before CMT credit (amount F6 from Schedule B e 3,921
Net CMT payable (if negative, enter "0%) . .. ... ‘ E
Enter amount E on line 278 of Schedule 5, Tax Calculation Supplementary — Corporations and complete Part 4.
= Portion of CMT loss available that exceeds the adjusted net income for the tax year from business(es) continued from before the
acquisition of control. See subsection 58(3) of the Taxation Act, 2007 (Ontario).
*++ Enter "0" on line 550 for life insurance corporations as they are not eligible for this deduction. For all other corporations, enter the cumulative total
of amount J for the province of Ontario from Part 9 of Schedule 21 on line 550.
** Caleulation of the Ontario allocation factor (OAF):
If the provincial or territorial jurisdiction entered on line 750 of the T2 return is "Ontario," enter "1" on line F.
If the provincial or territorial jurisdiction entered on line 750 of the T2 return is "multiple," complete the following calculation, and enter the result on line F:
Ontario taxable income **** =
Taxable income *****
Ontario allocation factor . . ... ... 1.00000 ¢

+++ Enter the amount allocated to Ontario from column F in Part 1 of Schedule 5. If the taxable income is nil, calculate the amount in column F as if the
taxable income were $1,000.

*****Enter the taxable income amount from line 360 or amount Z of the T2 return, whichever applies. !f the taxable income is nil, enter "1,000."
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- Part 4 — Calculation of CMT credit carryforward

CMT credit carryforward at the end of the previous taxyear* . ... ... ... ............. G
Deduct:

CMT credit expired * . .. o e m
CMT credit carryforward at the beginning of the current tax year * (see note below) . ... ...... >

Add:

CMT credit carryforward balances transferred on an amalgamation or the windup of a subsidiary (see note below)  ........ @
CMT credit available for the tax year (amount on line 620 plus amount on iNe B50) . . . v vt i e e e
Deduct:

CMT credit deducted in the current tax year (amount P from Part 5) . . ... .. e

Add:
Net CMT payable (amount E from Part ) . ... .ot e
SAT payable (amount O from Part 6 of Schedule 512) . .. .. ... . ...

CMT credit carryforward at the end of the tax year (amount J plus amount K)o . 670

* For the first harmonized T2 Return filed with a tax year that includes days in 2009:
— do not enter an amount on line G or line 600.
— for line 620, enter the amount from line 2336 of Ontario CT23 Schedule 101, Corporate Minimum Tax (CMT) for the last tax year that ended in 2008.

For other tax years, enter on line G the amount from line 670 of Schedule 510 from the previous tax year.

Note: If you entered an amount on line 620 or line 850, complete Part 6.

r Part 5 — Calculation of CMT credit deducted from Ontario corporate income tax payable
CMT credit available for the tax year (amount H from Part4) ... .. ... e
Ontario corporate income tax payable before CMT credit (amount F6 from Schedule 5) ... ... .. 3,921 1

For a corporation that is not a life insurance corporation:
CMT after foreign tax credit deduction (amount D from Part 3)

For a life insurance corporation:

Gross CMT (line 540 fromPart3) . .................. — 3
Gross SAT (line 460 from Part 6 of Schedule 512) . .. ... ... —_ 4

5
Deduct: line 2 or line 5, whichever applies:

The greater of amounts 3and4 .. .................

6

—_—

Subtotal (if negative, enter "0") 3,921 » 3,921 N

Ontario corporate income tax payable before CMT credit (amount F6 from Schedule 5)
Deduct:

Total refundable tax credits excluding Ontario qualifying environmental trust tax credit
(amount J6 minus line 450 from Schedule 5)

........ 3,921

Subtotal (if negative, enter "0") 3,921 » 3,921 o

CMT credit deducted in the current tax year (least of amounts M, N, and 0)

Enter amount P on line 418 of Schedule 5 and on line | in Part 4 of this schedule.
Is the corporation claiming a CMT credit earned before an acquisition of control?

If you answered yes to the question at line 675, the CMT credit deducted in the current tax year may be restricted. For information on how the
deduction may be restricted, see subsections 53(6) and (7) of the Taxation Act, 2007 (Ontario).

........................... 1ves| | 2No[X]
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r Part 6 — Analysis of CMT credit available for carryforward by year of origin

Complete this part if you are reporting a CMT credit carryforward at the beginning of the tax year on line 620, or a CMT credit
carryforward transferred on an amalgamation or the windup of a subsidiary on line 650. For more information on how to complete
this part, see the T2 Corporation — Income Tax Guide.

Year of origin CMT credit balance *

10th previous [3:11]
tax year

9th previous
tax year m

8th previous 682
tax year

7th previous 683
tax year

6th previous 684
fax year

5th previous 685
tax year

4th previous 686
tax year

3rd previous
tax year —m

2nd previous 688
tax year

1st previous 689
tax year
Total **

* CMT credit that was earned (by the corporation, predecessors of the corporation, and subsidiaries wound up into the corporation) in each of the
previous 10 tax years and has not been deducted.

** Must equal the total of the amounts entered on lines 620 and 650 in Part 4.

Part 7 — Calculation of CMT loss carryforward

CMT loss carryforward at the end of the previous tax year *

........................ Q
Deduct:

CMTloss expired * .. .. ..

CMT loss carryforward at the beginning of the tax year * (see note below) ... ... ... ...... >
Add:

CMT loss transferred on an amalgamation under section 87 of the federal Act ** (see note below)

CMT loss available (line 720 plus line 750)

..................................................... R
Deduct:
CMT loss deducted against adjusted net income for the tax year (lesser of line 490 (if positive) and lineCinPart3)  ..........

Subtotal (if negative, enter "0") S
Add:
Adjusted net loss for CMT purposes (amount from line 490 in Part 2, if negative) (enter as a positive amounty . ......... 760 24,655

CMT loss carryforward balance at the end of the tax year (amount S plus line 760) .« . .. oo oo oo 770 24,655 1

* For the first harmonized T2 Return filed with a tax year that includes days in 2009:
— do not enter an amount on line Q or line 700.
— for line 720, enter the amount from line 2214 of Ontario CT23 Schedule 101, Corporate Minimum Tax (CMT) for the last tax year that ended in 2008.
For other tax years, enter on line Q the amount from line 770 of Schedule 510 from the previous tax year.

** Do not transfer a loss on a vertical amalgamation under subsection 87(2.11) of the federal Act or other amalgamation of a parent and its subsidiary.
Note: If you entered an amount on line 720 or line 750, complete Part 8.
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r Part 8 — Analysis of CMT loss available for carryforward by year of origin

PARRY SOUND POWER CORPORATION

89055 3811 RC0001

Complete this part if you are reporting a CMT loss carryforward at the beginning of the tax year on line 720 or a CMT loss transferred on
an amalgamation on fine 750. For more information on how to complete this part, see the 72 Corporation — Income Tax Guide.

Year of origin

Balance earned in a tax year ending
before March 24, 2007 *

Balance earned in a tax year ending
after March 23, 2007 **

10th previous
tax year

9th previous
tax year

8th previous
tax year

=

7th previous
tax year

qﬁﬁ

[

6th previous
tax year

814

82

H

5th previous
tax year

4th previous
tax year

821
825

3rd previous
tax year

Eé

B
i

2nd previous
tax year

©
-
-]

1st previous
tax year

Total ***

o
N
[

been deducted.

* Adjusted net loss for CMT purposes that was earned (by the corporation, by subsidiaries wound up into or amalgamated with the corporation before
March 22, 2007, and by other predecessors of the corporation) in each of the previous 10 tax years that ended before March 24, 2007, and has not

** Adjusted net loss for CMT purposes that was earned (by the corporation and its predecessors, but not by a subsidiary predecessor) in-each of
the previous 20 tax years that ended after March 23, 2007, and has not been deducted.

*** The total of these 2 columns must equal the total of the amounts entered on lines 720 and 750.
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Agency du Canada

ONTARIO CORPORATE MINIMUM TAX — TOTAL ASSETS
AND REVENUE FOR ASSOCIATED CORPORATIONS

Name of corporation Business Number Tax year-end
Year Month Day
__PARRY SOUND POWER CORPORATION 89055 3811 RC0001 2009-12-31

* For use by corporations to report the total assets and total revenue of all the Canadian or foreign corporations with which the filing corporation was
associated at any time during the tax year. These amounts are required to determine if the filing corporation is subject to corporate minimum tax.

* Total assets and total revenue include the associated corporation's share of any partnership(s)fjoint venture(s) total assets and total revenue.
® Attach additional schedules if more space is required.
e File this schedule with the T2 Corporation Income Tax Return.

Names of associated corporations Business number Total assets* Total revenue*™
(Canadian corporation only) (see Note 2) (see Note 2)
(see Note 1)

200 300 m En

1| _PARRY SOUND HYDRO CORPORATION 86370 8996 RC0001 3,171,792 88,771
2| PARRY SOUND ENERGY SERVICES CORPORATION | 86370 9192 RC0001 1,156,604 1,154,147
3|_PARRY SOUND POWERGEN CORPORATION 86371 6395 RC0001 3 671,385 222,759

Total = 4,999,781 m 1,465,677

Enter the total assets from fine 450 on line 116 in Part 1 of Schedule 510, Ontario Corporate Minimum Tax.
Enter the total revenue from line 550 on line 146 in Part 1 of Schedule 510.

Note 1: Enter "NR" if a corporation is not registered.

Note 2: If the associated corporation does not have a tax year that ends in the filing corporation's current tax year but was associated with the filing
corporation in the previous tax year of the filing corporation, enter the total revenue and total assets from the tax year of the associated
corporation that ends in the previous tax year of the filing corporation.

* Rules for total assets

~ Report total assets in accordance with generally accepted accounting principles, adjusted so that consolidation and equity methods are not used.

— Include the associated corporation's share of the total assets of partnership(s) and joint venture(s) but exclude the recorded asset(s) for the
investment in partnerships and joint ventures.

— Exclude unrealized gains and losses on assets that are included in net income for accounting purposes but not in income for corporate income
tax purposes.

** Rules for total revenue

= Report total revenue in accordance with generally accepted accounting principles, adjusted so that consolidation and equity methods are not used.

— If the associated corporation has 2 or more tax years ending in the filing corporation’s tax year, multiply the sum of the total revenue for each of
those tax years by 365 and divide by the total number of days in all of those tax years.

— If the assaciated corporation's tax year is less than 51 weeks and is the only tax year of the associated corporation that ends in the filing corporation's
tax year, multiply the associated corporation's total revenue by 365 and divide by the number of days in the associated corporation's tax year.

= Include the associated corporation's share of the total revenue of partnerships and joint ventures.
= If the partnership or joint venture has 2 or more fiscal periods ending in the associated corporation's tax year, multiply the sum of the total revenue
for each of the fiscal periods by 365 and divide by the total number of days in all the fiscal periods.

134}

T2SCH 511 C&H&d&
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Agency du Canada
ONTARIO CAPITAL TAX ON OTHER THAN FINANCIAL INSTITUTIONS
Name of corporation Business Number Tax year-end ;
Year Month Day J
PARRY SOUND POWER CORPORATION 89055 3811 RC0001 2009-12-31

¢ Complete this schedule for a corporation with a permanent establishment in Ontario at any time in the tax year and that is a corporation other than
a financial institution. The Ontario capital tax on other than financial institutions is levied under section 64 of the Taxation Act, 2007 (Ontario).

¢ To complete this schedule, you have to complete Schedule 33, Part 1.3 Tax on Large Corporations. File completed copies of both schedules
with the T2 Corporation Income Tax Return within six months of the end of the tax year.
* A corporation is exempt from Ontario capital tax if it was one of the following:
1) acorporation that is liable to the special additional tax according to section 74 of the Corporations Tax Act (Ontario);
2) a credit union;
3) adeposit insurance corporation according to section 137.1 of the federal Income Tax Act;

4) afamily farm corporation for the year as defined by subsection 64(3) of the Taxation Act, 2007 (Ontario), other than a corporation for
which a determination has been made under subsection 31(2) of the federal Act;

5) afamily fishing corporation, as defined by subsection 64(3) of the Taxation Act, 2007 (Ontario); or
6) a corporation exempt from income tax according to section 149 of the federal Act.

- Part 1 — Taxable capital of a corporation resident in Canada other than a financial institution

Amount A from Part 1 of Schedule 33 .. ............ ... ... ... m 5,000,656
Add:
Accumulated other comprehensive income at the end of theyear . . ... ... ........ 105
Subtotal 5,000,656 » 5,000,656 A

Deduct:
Amount B from Part 1 of Schedule 33

........................... 100
Subtotal 100 » 100 B
5,000,556

r Part 2 — Capital deduction

Complete this part only if the corporation is associated.

Are you electing under subsection 83(2) of the Taxation Act, 2007 (Ontario)?

............................. 1Yes 2NOD

If you answered no t6 the question at line 190, complete line 220. If you answered yes to the question at line 190, complete line 305 by using Schedule 516,
Capital Deduction Election of Associated Group for the Allocation of Net Deduction, to calculate the amount to be entered on line 300.

Taxabie capital (from line 120) or taxable

capital employed in Canada of a corporation
that was a non-resident of Canada

(from line 790 in Part 4 of Schedule 33) X 150000008 = Capital deduction EZ0

Taxable capital or taxable capital employed
in Canada of every corporation with a
permanent establishment in Canada and
associated for the last tax year *

* This amount includes the filing corporation's taxable capital or taxable capital employed in Canada. Do not include an amount from a financial institution

or corporation that is exempt from capital tax under Division E of the Taxation Act, 2007 (Ontario) or Part Ill of the Corporations Tax Act (Ontario).

Allocation of net deduction (from line 600 for
the filing corporation from Schedule 516) En 7,050,000 = Capital deduction 7,050,000
Ontario allocation factor (OAF) 1.00000
(amount | in Part 3)

T2SCH515E Canad'éi
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r Parf 3 — Ontario capital tax payable

Taxable capital (enter amount from line 120 in Part 1) or taxable capital employed in Canada of a corporation

that was a non-resident of Canada (enter amount from line 790 in Part 4 of Schedule 33), whichever applies .. ......... 320 5,000,556
Deduct:
Capital deduction (Enter $15,000,000 if the corporation is not associated. Otherwise, enter the amount from line 220 or line 305,
whichever applies, from Part2) . ... . 7,050,000 B
Net amount (line 320 minus amount B) (if negative, enter "0") . . . o ot e e e e e e I ¢
Number of days in the tax year
Amount C ) X before January 1, 2010 365 X 0.00225 = D
Number of days in the tax year 365
Number of days in the tax year
after December 31, 2009
Amount C X and before July 1, 2010 X 0.00150 = E
Number of days in the tax year 365

Subtotal (amount D plus amount E) F

Amount F - X OAF (amountonlinel) 1,00000 = ... G
Amount G X Number of days in the tax year * 365 = .
365 365
Deduct:
Capital tax credit for manufacturers (enter amount J from Part4) . .. .. . L, 350
Ontario capital tax payable (amount H minus line 350) (if negative, enter "0") . . . oottt m

Enter amount from line 400 on line 282 of Schedule 5, Tax Calculation Supplementary - Corporations.

Enter either 365 if there are at least 51 weeks in the tax year, or the number of days in the year, whichever applies.

Calculation of the Ontario allocation factor (OAF)
If the provincial or territorial jurisdiction entered on fine 750 of the T2 return is "Ontario,” enter "1" on line I.

If the provincial or territorial jurisdiction entered on line 750 of the T2 return is "multiple," complete the following calculation and enter the result on line I:

Ontario taxable income ** =
Taxable income ***

Ontario allocation factor

.............................................................. - 1.00000 1
**  Enter the amount allocated to Ontario from column F in Part 1 of Schedule 5. If the taxable income is nil, calculate the amount in column F as if the

taxable income were $1,000.

Enter the taxable income amount from line 360 or line Z of the T2 return, whichever applies. If the taxable income is nil, enter "1,000."

Fekeke

rPart 4 — Capital tax credit for manufacturers

Ontario manufacturing labour cost* 405 X 100 = ... 420 %
Total Ontario labour cost** 410

If the percentage on line 420 is 20% or less, enter "0" on line J.
If the percentage on line 420 is at least 50%, enter amount H from Part 3 on line J.
If the percentage on line 420 is more than 20% but less than 50%, complete the following calculation and enter the result on line J:

(percentage from line 420) — 20% % X Amount H from Part 3 =
30% 30.000 %

Capital tax credit for manufacturers
Enter amount J on line 350 in Part 3

* As defined in subsection 83.1(4) of the Taxation Act, 2007 (Ontario)
As defined in subsection 83.1(5) of the Taxation Act, 2007 (Ontario)

ke
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2009-12-31

PARRY SOUND POWER CORPORATION

89055 3811 RC0001

I* Canada Revenue  Agence du revenu SCHEDULE 516
Agency du Canada
CAPITAL DEDUCTION ELECTION OF ASSOCIATED GROUP FOR THE ALLOCATION OF NET DEDUCTION
Name of corporation Business Number ‘ Tax year-end
Year Month Day
PARRY SOUND POWER CORPORATION 89055 3811 RCO001 ’ 2009-12-31

¢ Complete this schedule to allocate the associated group’s net deduction for the capital deduction election under subsection 83(2) of the Taxation Act,
2007 (Ontario). The associated group includes the filing corporation (see line 190 of Part 2 of Schedule 515, Ontario Capital Tax on Other than Financial

Institutions).

¢ If you need more space, attach more schedules.

® File this schedule with the T2 Corporation Income Tax Retum.

DW=

A B Cc D E F
Names of eligible corporations Business Number Ontario Total assets** Net deduction Allocation of
in the associated group of associated allocation ($15 million x net deduction ***
corporations factor (OAF)* line 300)
(enter "NR" (enter as a mulitiplied by
if a corporation percentage) line 400
is not registered) line 700
[200] [300] 400 En 600
PARRY SOUND POWER CORPORATION 89055 3811 RC0O001 100.000 7,874,185 9,135,165 7,050,000
PARRY SOUND HYDRO CORPORATION 86370 8996 RC0001 100.000 3,161,765 3,668,093 6,000,000
PARRY SOUND ENERGY SERVICES CORPORATION 86370 9192 RC0001 100.000 1,174,148 1,362,177 1,200,000
PARRY SOUND POWERGEN CORPORATION 86371 6395 RCO001 100.000 719,365 834,565 750,000
Total assets of associated group (total of amounts in column D) 12,929,463
]
Total net deduction (total of amounts in column E) 15,000,000[
Total allocated net deduction (total of amounts in column F) (not to exceed amount on line 800) m 15,000,000
* OAF from the last tax year ending in the calendar year preceding the calendar year in which the filing corporation's tax year ends.
* Total assets of each corporation in the associated group as recorded in the books and records for the last tax year ending in the calendar year
preceding the calendar year in which the filing corporation's tax year ends. If the corporation is not resident in Canada, enter the amount of its total
assets situated in Canada.
*** Enter the amount from this column allocated to the filing corporation on line 300 of Schedule 515.
=l
Canadi

T2SCH 516

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP12

VERSION 2009 v2.0

Page 1 of 1



Parry Sound Power Corporation
EB-20100140

Exhibit 4

Tab 1l

Schedule 1

Appendix A

Page 41 of 52

Filed: October 15, 2010

engmeR 200 001zt PARRY SOUND POWER SOReORATON
1+ 232335 Rovents Agero d vy SCHEDULE 524
ONTARIO SPECIALTY TYPES
Name of corporation Business Number YTax h};‘eart;‘egd
PARRY SOUND POWER CORPORATION 89055 3811 RCO001 38(;09?;2_3?'

® Use this schedule to identify the specialty type of a corporation carrying on business in the province of Ontario through a permanent establishment if:
- its tax year includes January 1, 2009;
— the tax year is the first year after incorporation or an amalgamation; or
—there is a change to the specialty type.

¢ if none of the listed specialty types applies, tick box 99 "Other."

® Unless otherwise noted, references to sections, subsections, and clauses are from the Taxation Act, 2007 (Ontario).

- Specialty types
Identify the specialty type that applies to your corporation:

01 Family farm corporation — See subsection 64(3).

02 Family fishing corporation — See subsection 64(3).

03 Mortgage investment carporation ~ See subsection 130.1(6) of the federal Income Tax Act.

04 Credit union — See subsection 137(6) of the federal Act.

06 Bank — See subsection 248(1) of the federal Act.

08 Financial institution prescribed by regulation only — See clause 66(2)(f).

09 Registered securities dealer — See subsection 248(1) of the federal Act.

10 Farm feeder finance co-operative corporation

11 Insurance corporation — See subsection 248(1) of the federal Act.

12 Mutual insurance ~ See subsection 27(2) of the Taxation Act, 2007 (Ontario) and paragraph 1 49(1)(m) of the federal Act.

13 Specialty mutual insurance

14 Mutual fund corporation — See subsection 131(8) of the federal Act.

15 Bare trustee corporation

16 Professional corporation (incorporated professional only) — See subsection 248(1) of the federal Act.

17 Limited liability corporation

18 Generator of electrical energy for sale, or producer of steam for use in the generation of electrical energy for sale — See subsection 33(7).
19 Hydro successor, municipal electrical utility, or subsidiary of either — See subsection 91.1(1) and section 88 of the Electricity Act, 1998 (Ontario).
20 Producer and seller of steam for uses other than for the generation of electricity — See subsection 33(7).

21 Mining corporation

22 Non-resident corporation

U0 IOOUO0O000O0oooogoogogg

99 Other (if none of the previous descriptions apply)

(1]

T2SCH524 E Canada
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I*I Canada Revenue  Agence du revenu SCHEDULE 546

Agency du Canada

CORPORATIONS INFORMATION ACT ANNUAL RETURN FOR ONTARIO CORPORATIONS

Name of corporation Business Number Tax year-end
Year Month Day
PARRY SOUND POWER CORPORATION 89055 3811 RCO001 2009-12-31

® This schedule should be completed by a corporation that is incorporated, continued, or amalgamated in Ontario and subject to the Business Corporations
Act (BCA) or Corporations Act (CA), except for registered charities under the federal Income Tax Act. This completed schedule serves as a Corporations
Information Act Annual Return under the Ontario Corporations Information Act.

Complete parts 1 to 4. Complete parts 5 to 7 only to report change(s) in the information recorded on the Ontario Ministry of Government Services (MGS)
public record.

This schedule must set out the required information for the corporation as of the date of delivery of this schedule.

A completed Ontario Corporations Information Act Annual Return must be delivered within six months after the end of the corporation's tax year-end.
The MGS considers this return to be delivered on the date that it is filed with the Canada Revenue Agency (CRA) together with the corporation's
income tax return.

Itis the corporation's responsibility to ensure that the information shown on the MGS public record is accurate and up to date. To review the
information shown for the corporation on the public record maintained by the MGS, obtain a Corporation Profile Report. For more information,
visit www.ServiceOntario.ca.

This schedule contains non-tax information collected under the authority of the Ontario Corporations Information Act. This information will be sent to the
MGS for the purposes of recording the information on the public record maintained by the MGS.

Part 1 — Identification

Corporation's name (exactly as shown on the MGS public record)
PARRY SOUND POWER CORPORATION

Jurisdiction incorporated, continued, or amalgamated, Date of incorporation or Ontario Corporation No.
whichever is the most recent amalgamation, whichever is the ‘ Year Month Day

Ontario most recent 2000-10-31 1448207

rPart 2 — Head or registered office address (P.O. box not acceptable)
pAtl]  Care of (if applicable)

PAl  Streét number Street name Suite number
125 WILLIAM STREET

pLid  Additional address information

PAIT Municipality (e.g., city, town) @ Province/state m Country m Postal/zip code J

PARRY SOUND ON | CA P2A 1V9

r Part 3 — Change identifier

Have there been any changes in any of the information most recently filed for the public record maintained by the MGS with respect to names, addresses
for service, and the date elected/appointed and date ceased of the directors and five most senior officers, or the corporation's mailing address or language

of preference? Obtain a Corporation Profile Report to review the information shown for the corporation on the public record maintained by the MGS. For
more information, visit www.ServiceOntario.ca.

If there have been no changes, enter 1 in this box and then go to "Part 4 — Certification.”
If there are changes, enter 2 in this box and complete the applicable parts on the next page, and then go to "Part 4 — Certification.”

- Part 4 — Certification
| certify that all information given in this Corporations Information Act Annual Return is true, correct, and complete.

450 BT CALVIN

Last name First name

454 :
Middle name(s)
460 NN

1| Please enter one of the following numbers in this box for the above-named person: enter 1 for director, 2 for officer, or 3 for other individual
having knowledge of the affairs of the corporation. If you are a director and officer, enter 1 or 2.

Note: Sections 13 and 14 of the Ontario Corporations Information Act provide penalties for making false or misleading statements or omissions.

11

T2SCH 546 E Canada
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2010-05-05 16:37 89055 3811 RC0001

Complete the applicable parts to report changes in the information recorded on the MGS public record.

Part 5 — Mailing address

Y || Please enter one of the following numbers in this box: 1 - Show no mailing address on the MGS public record.
2 - The corporation's mailing address is the same as the head or
registered office address in Part 2 of this schedule.

3 - The corporation's complete mailing address is as follows:

Care of (if applicabie)

Street number Street name m Suite number

Additional address information

Municipality (e.g., city, town) Wrovincelstate @ Country @ Postal/zip code

Part 6 — Language of preference

m E Indicate your language preference by entering 1 for English or 2 for French. This is the language of preference recorded on the MGS public
record for communication with the corporation. This may be different from line 990 on the T2 return.
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Corporate Taxpayer Summary

r Corporate information

Corporation'sname . . .......... PARRY SOUND POWER CORPORATION

TaxationYear ............... 2009-01-01 to _2009-12-31

Jurisdiction .. ... ... ... ..., Ontario
BC AB SK MB ON QC NB NS NO PE NL ! X0 YT NT NU OC
U100l 0/xdld/gO0lglolologlglolglg

Corporation is associated . ....... Y

Corporation is related . . ......... Y

Number of associated corporations . . . 3

Type of corporation . .. ......... Canadian-Controlled Private Corporation

Total amount due (refund) federal

and provincial* ... ............ -18,238

* The amounts displayed on lines "Total amount due (refund) federal and provincial” are all listed in the help. Press F1 to consult the context-sensative help.

(Summary of federal information
NELINCOME o

Taxable iNCOME « . oot e

Donations

Calculation of income from an active business carried on in Canada

Dividends paid

Balance of the low rate income pool at the end of the previous year

Balance of the low rate income pool at the end of the year

Balance of the general rate income pool at the end of the previous year

* The amounts displayed on lines "Other" are all listed in the Help. Press F1 to consult the context-sensitive help.

71,285

71,285

...................................... 219,815

Balance of the general rate income pool at the end of the year ... .. .. .. 219,815
Partltax (base amount) ... .. 27,088
SURBX
Credits against part | tax Summary of tax Refunds/credits
Small business deduction . 12,118 Partl ............. 7,841 ITCrefund .........
M&P deduction . ....... Partlv . ........... . Dividends refund . . . ...
Foreign tax credit . ... .. o Partillt ........... B Instalments . ........ 30,000
Political contributions . . .. _ Other* . ........... Surtaxcredit . ....... __ = o
Investment tax credits . ... Provincial or territorial tax . _ 3,921 Other* ............ _
Abatement/Other* . . . . .. 7,129

Balance due/refund (~) -18,238

71,285

r Summary of federal carryforward/carryback information

Carryback amounts
Investment tax credits
Non-capital loss
Capital loss
Farm loss

Restricted farm loss
Surtaxcredit L
Partltax credit (Schedule 42) . ... L
Federal foreign non-business income tax credit .. ...

Carryforward balances
RO OH
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r Surhmary of federal carryforward/carryback information (continued)
Gifts of certified cultural property . . . . L e
Gifts of certified ecologically sensitive [and . . . . L L
Gifts of medicine . . . ..
Investmenttax eredits . ...
NOn-Capital I0SSES. . . ..o
CapitallL.P.P.I0SSES .. i i
FarmIosSEs .o
Restricted farm I0SSES . . ... L
Current year's balance of SR&ED expenditures (TBE1) . . ...ttt e e e e e e e
Foreign business tax credit . . . . ..

Capital dividend @amount . . ...
Part | tax credit (Schedule 42) . . . L

Capital GaiNs rESEIVES . . o o o e e
Financial statement reserve . . . ... e
Otherreserves L. o

Unused surtax credit (Schedule 37) L o L oot 12,069

Cumulative eligible capital . . . . . L 363,007

- Summary of provincial information - provincial income tax payable
Ontario Québec

Netincome . ... . . ... N/A

Alberta
(AT1)

Taxableincome . . ... ... N/A

% Allocation .. 100.00

Surax N/A

N/A

Tax payable before deduction® . ... ... .. .. ... 9,980

Deductions and credits . . ... ... ... 6,059

Nettaxpayable . ........ ... .. .. .. .. .. ... 3,921

Aftributed taxable capital . ... ... ... L 5,000,556

N/A

Capital tax payable™ .. .. ...

N/A

Total tax payable™™* . ... ... . 3,921

Instalments and refundable credits . . ... ......... .. ... .. .......

Balance due/Refund (=) .o it 3,921

For Québec, this includes special taxes and logging operations.

For Québec, this includes compensation tax and registration fee.

*** For Ontario, this includes the corporate minimum tax, the Crown royalties’ additional tax, the transitional tax debit, the recaptured research and
development tax credit and the special additional tax debit on fife insurance corporations. The Balance due/Refund is included in the federal
Balance due/refund.

*k

British Saskatchewan
Columbia

Manitoba

Tax payable before deduction® . ... . ... ... ... ...

Deductionsand credits . ... ... .. ... . .

Attributed taxable capital . ... ... ... ..

Capital tax payable™ . . .. ...

Instalments and refundable credits . .. ...... ... ... ... .. ...,

Balancedue/Refund (-) . ... .. ...

*

For British Columbia, this inciudes the Logging Tax Payable.
** For Manitoba, this includes the Outstanding Balance Excluding Instalments.
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(Sun;mary 6f provincial information — provin

2009-12-31

PARRY SOUND POWER CORPORATION
89055 3811 RC0001

Tax payable before deduction ... ..........

Deductions and credits . . .. .. ... ... ... ..

Attributed taxable capital . . ... ... ... ...

Capitaltaxpayable . ...................

Instalments and refundable credits . . .. ......

Balance due/Refund (-)* . ...............

Tax payable before deduction .. ............
Deductionsand credits ... ...............
Tax payable or refundable credit .. ...........

* Only applies in the case of bank, a loan corporation or a trust corporation.

cial income tax payable (continued)
Newfoundiand Prince Edward Nova Scotia New Brunswick
and Labrador Island
Yukon Northwest Nunavut
Territories
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 Summary of provincial carryforward amounts

Other carryforward amounts
Ontario

Ontario research and development tax credit — Schedule 508

Québec
R&D expenditures not deducted at the end of the year — RD-222

Alberta
Unclaimed SR&ED expenditure pool deduction balance — A16
British Columbia

Manitoba

Saskatchewan

Newfoundland and Labrador
Prince Edward Island

Nova Scotia

New Brunswick

Nunavut

2008-12-31 PARRY SOUND POWER CORPORATION
89055 3811 RC0001

Non-capital losses ... ... ... 0.
Net capital/lL.P.P.losses .. ....................
Farmlosses — .......... .. ... ... ... ... ...,
Restricted farmlosses .. ... ...... ... .........
Donations .. ... .. ... ...
Capital gains reserves . .. ... ...
Financial statementreserves . ... ................
Otherreserves .. ......iiet ...
Eligible capital . ......... .. . .. ... .,

Transitional tax credit — Schedule 506 . ............

Corporate minimum tax credit that can be carried forward over 20 years —Schedule 510 . .. .. ... L.
Corporate minimum tax credit that can be carried forward over 10 years — Schedule 510+ v oo v v e oo e
Corporate minimum tax loss that can be carried forward over 20 years — Schedule 510 v o o v oo oo e e 24,655
Corporate minimum tax loss that can be carried forward over 10 years — Schedule 510 . o v v oo o v e e
Ontario political contributions tax credit that can be carried forward over 20 years — Schedule 525« . o oo oo i e

Tax credit for fees and dues paid to a research consortium — RD-1029.8.9.03 . .. oo v v s e,
Foreign non-business income tax credits — CO-17S.39 .
Non-refundable tax credit for resources — 1029.8.36.EM ..
investment Tax Credit - CO-1029.8.36.IN . ... .......
Development work expenses — FM220.3 .. ..........
Excess development work expenses — FM220.3 ... .. ..
Balance of patronage dividends ~CO-786 .. .........

Scientific research and experimental development — Schedule 425
Manufacturing and processing — Schedule 426 . . ... ...

Research and development — Schedule 380 .. ........
Manufacturing investment — Schedule 381 =~ . .. .......
Co-op education and apprenticeship — Schedule 384 e
Odour control — Schedule 385 . ... ..............
Community enterprise investment — Schedule 387 .. .. ..

Royalty tax rebate — Schedule 400 . .. ... .........
Manufacturing and processing investment — Schedule 402 .
Research and development — Schedule 403 . ... ......
Direct equity tax — Schedule 303 . ... ............

Investment — Schedule 321 ... ... ... ... ...,

Energy efficiency tax credit — Schedule 342 . .. .......
Manufacturing and processing investment — Schedule 344 .

Research and development — Schedule 360 .. ........

Investment — Schedule 480 . ... ...............

Québec Alberta

.......................... 363,007 363,007
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Federal Tax Instalments

" r Federal tax instalments

2009-12-31

PARRY SOUND POWER CORPORATION
89055 3811 RC0001

For the taxation year ended 2010-12-31
The following is a list of federal instalments payable for the current taxation year. The last column indicates the instalments payable
to Revenue Canada. The instalments are due no later than on the dates indicated, otherwise non-deductible interest will be charged.
A cheque or money order should be made payable to the Receiver General. Payment may be made by cheque or money order payable
to the Receiver General either to an authorized financial institution or filed with the appropriate remittance voucher to the foliowing
address:
Canada Revenue Agency
875 Heron Road
Ottawa ON K1A 1B1
Note that you may also be able to pay by telephone or Internet banking. For more information, consult the Corporation Instalment Guide.
Monthly instalment workchart
Date Monthly tax Instalments Cumulative Instalments
instalments paid difference payable
2010-01-31 981 18,238 -17,257
2010-02-28 981 -16,276
_2010-03-31 981 15,295
2010-04-30 -14,314
2010-05-31 -13,333
2010-06-30 -12,352
2010-07-31 -11,371
2010-08-31 -10,390
2010-09-30 -9,409
2010-10-31 -8,428
2010-11-30 -7,447
_2010-12-31 -6,476
Total 11,762 18,238
Quarterly instalment workchart
Date Quarterly tax Instalments Cumulative Instalments
instalments paid difference payable
2010-03-31 -
2010-06-30
2010-09-30
2010-12-31. o
Total
" Instalment method
Indicate instalment method chosen [1-3] 1
1st Instalment base method
If payment of instalments other than quarterly instalments is delayed, indicate the MONTH
in which you want them to begin (1=January, 2=February, etc.). 1
Select this box if you want the instalments to be calculated without taking the applicable thresholds into account D
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PS POWER 09.209 2009-12-31 PARRY SOUND POWER CORPORATION
2010-05-05 16:37 89055 3811 RCO001

- Quarterly instalments calculation - 1
The corporation must meet requirements 1 to 5 to be eligible for quarterly instalments for a tax year. ‘

1 —1Is the corporation a Canadian-controlled private corporation (CCPC)? N - X Yes | |No
2 - Did the corporation claim any deduction under the section 125, during either the current or previous year? X Yes |_No ‘
3 -Is the corporation's, or any of its associated corporations’, taxable income for the current or previous year _— —
less than or equal to $500,0007* Ry __|Yes | [No |
4 —|s the corporation and any associated corporations' taxable capital employed in Canada o o |
for the current or previous year less than or equal to $10,000,000? LYes | |No |
5 - Does the corporation have a perfect compliance history in the last 12 months? L lves | [No |
If you do not want to use the quarterly instalments option, select this box to go back to monthly instalments. : :
*Consult the Help (F1) for information on the changes relating to years subsequent to 2008.
~1-1st Instalment base method
| 1st Instalment base amount (amount N below) 11,762 + 12 = 981
! _Monthly instalments required 981
Quarterly tax instalments required sl I 11,762 + 4 =

~2 - Combined 1st and 2nd instalment base method
| Select this box if you want the first 2 payments* to be calculated .
\without taking the applicable thresholds into account?
'2nd Monthly instalment base amount
|Indicate: Part | tax 39,937
Part VI, V1.1 and XII1.1 tax
Federal adjustment for amalgamation, winding up or transfer
Provincial tax, other than Alberta, Québec and Ontario
Ontario tax™
Provincial adjustment for amalgamation, winding up or transfer

- Total = 59,906 + 12 4,993 A
1/12 of estimated current year credits (M below /12) = [

19,969 [

o+ + + + +

TR Each of the first two instalment paymentsl = 4993 B |
| Total tax from N below I e 11,762 '
Amount B above x 2 - 9,986
| = 177% + 10 = 178

Each of the remaining ten instalment payments = 178

2nd Quarterly instalment base amount
Indicate: Part | tax 39,937
Part VI, VI.1 and XIII.1 tax *

tment for amalgamation, winding up or transfer +
, other than Alberta, Québec and Ontario *
+

+

Ontario tax™*

19,969

Provincial adjustment for amalgamation, winding up or transfer

il Total 59,906 + 4 = 14,977 A

1/4 of estimated current year credits (M below /4) = |
e The first instalment payment = B

Total tax from N below 11,762 |

Amount B above

L
H 11,762+ 3 =__ 3921 |
Each of the remaining three instalment payments =

* Itis the first payment if the quarterly instalments are applicable.
| ** Use this line only to calculate instalments payable with regard to taxation years ending in 2009 and after.

- 3 — Estimated tax method —— - .

Instalment base amount (amount N below) s = = 2u=
o Monthly instalments required
Quarterly tax instalments required _ + 4 =

ORPORATE TAXPREP / TAXPREP DES SOCIETES - EP12  VERSION 2009 V2.0 Page 20f 4
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PS POWER 09.209 2009-12-31 PARRY SOUND POWER CORPORATION
2010-05-05 16:37 89055 3811 RC0O001
~ Instalment base calculation
1st instalment Estimated
Tl th base method tax method
Taxable income 71,285

Calculation of tax payable
Federal part | tax - 27,088

Federal surtax
Recapture of investment tax credit
Refundable tax on a CCPC's investment income

¥ R
+ o+ o+

27,088 = A

Subtotal

Deduction
Small business deduction ) 12,118
Investment corporation deduction

Federal tax abatement

Manufacturing and processing profits deduction
Non-business foreign tax credit _
Business foreign tax credit

Tax reduction, general and accelerated
Logging tax credit

Federal political contribution'tax credit
Investment tax credit per Schedule 31 and resource deduction
Qualifying environmental trust tax credit

7,129

I T S S S S S S
EE T S S S S . O

Subtotal 19,247

Federal tax summary
Total part | tax payable (A minus B) 7,841 . C |
Part Vi tax
Part V1.1 tax

Part XI1.1 tax .
Parts |, VI, VI.1 and XIII.1 Total

+ o+ +

+ + +
m
-

"

1
m

7,841

Federal adjustments
Adjustment for short taxation years multiplied by 365 and
divided by the number of days in the year if less than 365 365/ 365

7,841

365/ 365

Subtotal

+ I o=

N/A

n o+ un =

Eeaar;adjugtn_'lent for amalgamation, winding up or transfer
Total federal tax after adjustments

7,841

[
@

Provincial tax

Provincial/territorial tax, other than Alberta, Québec and Ontario * ) + H |

Ontario tax

Use this section only to calculate instalments payable with regard to taxation

years ending in 2009 and after (for other tax years, see the Ontario Tax

Instalments schedule (Jump Code: ION)):

Income tax o . 3,921

Capital tax i

Corporate minimum tax paid (credited)

Special additional tax on life insurance corporations i
Total Ontario tax* 3,921 » 3,921

Harmonized provincial tax (H + 1) Total harmonized provincial tax = 3,921

"o+ o+ 4+

"
L3

Provincial adjustments
Adjustment for short taxation years multiplied by 365 and
divided by the number of days in the year if less than 365

S

365/ 365
3,921

365/ 365

~ Subtotal

+ 1l o=

N/A

w .+ n

Provincial adjustment for amalgamation, winding u;; or transfer »
Total provincial tax after adjustments

3,921
11,762 -

n
=

Total of tax before refundable credits** (G + K)

'ORPORATE TAXPREP / TAXPREP DES SOCIETES - EP12  VERSION 2009 V2.0 Page 3of 4
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PS POWER 09.209 2009-12-31
2010-05-05 16:37

I}

PARRY SOUND POWER CORPORATION
89055 3811 RC0001

r Instélment base calculation (continued)

Estimated current year credits
Investment tax credit refund

Dividend refund + +

Federal capital gains refund + +

Provincial and territorial capital gains refund + +

NRO allowable refund per Schedule 26 + +

Tax withheld at source + +

Other estimated credits + +
Total estimated current year credits = = M
Instalment base amount (L minus M) 11,762 N

* Ontario tax corresponds to the amount before the application of specified Ontario tax credits.

** For instalments payable for tax years beginning before 2008, the amount on line G is not added to line L unless it exceeds $1,000.
The same rule applies to line K. For instalments payable for tax years beginning after 2007, the amount on line G is not added to

line L unless it exceeds $3,000. The same rule applies to line K.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP12  VERSION 2009 V2.0
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DEPARTMENTAL AND CORPORATE OM&A ACTIVITIES:
OPERATIONS & MAINTENANCE

The expenses for this department include all costs relating to the operation (5000-5095)
and maintenance (5105-5195) of the electrical system. This includes both direct labor
costs and non-capital material spending to support both scheduled and reactive
maintenance events. PSP as discussed throughout this application will be restructuring to
meet the ARC guidelines, commencing in 2011. PSP will be operating with the necessary
staff and equipment needed to operate a fully compliant distribution company. As part of
our maintenance strategy, to the extent possible, and to minimize reactive and

emergency-type work PSP will follow the newly created asset management plan.

PSP’s customer responsiveness and system reliability are monitored continually to ensure
that its maintenance strategy is effective. This effort is coordinated with capital project
work, so that where maintenance programs have identified matters where the correction of
which require capital investments, PSP may adjust its capital spending priorities to

address those matters.
Predictive Maintenance:

Predictive maintenance activities involve the testing of elements of the complete
distribution system. These activities include infrared thermography testing, transformer oil
analysis, planned visual inspections and pole testing. These evaluation tools are all
administered using a grid system with appropriate frequency levels. Any identified

deficiencies found are prioritized and addressed within a suitable time frame.
Preventative Maintenance:

Preventative maintenance activities include inspection, servicing and repair of network
components. This includes overhead and pad-mounted load break switch maintenance
and cleaning/inspection of underground vaults. Also included are regular inspection and
repair of substation components and ancillary equipment. The work is performed using a

combination of time and condition based methodologies.
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Emergency Maintenance:

This item includes unexpected system repairs to the electrical system that must be
addressed immediately. The costs include those related to repairs caused by storm
damage, emergency tree trimming and on-call premiums. PSP constantly evaluates its
maintenance data to adjust predictive and preventative actions. The ultimate objective is
to reduce this emergency maintenance. An answering service company has been
contracted to contact “on call” lineperson and supervisory staff in the event of service

problems outside of normal business hours.
Service Work:

The majority of costs related to this work pertain to service upgrades requested by
customers, and requests to provide safety coverage for work (overhead line cover ups).
This includes service disconnections and reconnections by PSP for all service classes;
assisting pre-approved contractors; the making of final connections after Electrical Safety
Authority (“ESA”) inspection for service upgrades; and changes of service locations.

Network Control Operations:

Network operating costs are related to the 24-hour monitoring of customer emergency
calls. An answering service company has been contracted to contact an “on call”
lineperson and supervisory staff in the event of service problems after normal business
hours. The Line Department continuously monitors the system and dispatch repair crews
to manage equipment failures and provide work protection for the crews doing work on the

system.
Metering:

PSP contracts out some of the work related to the metering department. PSP’s line
department is primarily responsible for the installation, testing, and commissioning of new
and existing simple and complex metering installations. Testing of complex metering
installations ensures the accuracy of the installation and verifies meter multipliers for

billing purposes.
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Revenue Protection is another key activity performed by Metering, by proactively

investigating potential diversion and theft of power.
Substation Services:

Substation services activities address the maintenance of all equipment at PSP’'s 4
substations. This includes both labor costs and non-capital material spending to support
both scheduled and emergency maintenance events. As with the maintenance activities,
substation maintenance strategy focuses on minimizing, to the extent possible,
emergency-type work by improving the effectiveness of planned maintenance program

(including predictive and preventative actions) for its substations.
ENGINEERING DEPARTMENT

Engineering is responsible for keeping asset related data up to date on an electronic
Geographical Information System (“GIS”). The ESRI GIS system is a work in progress.
Plans include integration with PSP’s Customer Information System (“CIS") to gather
loading information for further understanding of our distribution system. This system will
be used for asset management activities, identifying and correcting system problems,
supplying underground utility locating services for excavating contractors and for design
and construction activities including new capital projects and customer connections. The
GIS Technician also delivers drafting services to the Engineering Technicians for the
design of capital projects and provides distribution system asset information to other

departments within PSP.
STORES/WAREHOUSE

Stores is accountable for managing the replenishment, control, and movement of materials
and is accountable for managing the procurement, control, and movement of materials
within PSP’s service centre. This would include monitoring inventory levels, issuing
material receipts, material issues, and material returns as required. Under the new
operating structure the cost of the stores department is allocated to all departmental,

capital and Third Party receivable accounts as an overhead cost based on direct material
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costs. A standard overhead percentage is set at the beginning of the year and adjusted to

actual at year end.

GARAGE/TRANSPORTATION FLEET

This area is shared duties of other departments and assists with the maintenance and
control of vehicles. Its objectives include keeping maintenance schedules to ensure
vehicle reliability and safety, and the minimization of vehicle down time. Vehicle costs are
allocated to operations, maintenance, capital accounts based on number of hours used. A
standard hourly cost/hr is set for all vehicles within the fleet. Costs are adjusted to actual

at year end.
LABOUR BURDEN/ HEALTH AND SAFETY

It is PSP’s plan as of January 1 2011, this department will collect the cost of all employee
benefits and payroll taxes such as El, CPP, EHT, WSIB, and group insurances. Costs will be
allocated to all departments, capital amounts based on direct labour. An overhead rate is set at

the beginning of each year and adjusted to actual at year end.

In addition, the cost of Health and Safety is included in this department. Costs include Health &
Safety program supplies as well labour costs associated with safety meetings. PSP is
committed to maximizing productivity and reducing risk of injury by initiating health and safety
measures that focus on preventative actions. The commitment to health and safety is
significant, and involves documenting unsafe behaviors, monitoring conformance to established
standards and policies. Also used in determining the effectiveness of safety training and
monitoring the resolution of safety recommendations/audits; as well as the commitment to
continuous improvement in training; and identifying and correcting root causes for system

deficiencies.
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CUSTOMER SERVICE

The Customer Service group is responsible for the customer care activities for the
approximately 3,500 customers in PSP’s service area. These activities include meter
reading, billing, call centre, collections, and other back office functions. PSP aspires to
achieve customer service excellence in its processes and customer programs. The costs

associated with the Customer Service department are collected in accounts 5305 to 5515.
Meter Reading:

Meter reading services are contracted out to a non-affiliated third party under a service
contract agreement. On average the contractor reads 3,350 electric service meters per
month. The installation of smart meters and the required surrounding network will see a
decrease in meter reading costs in the 2011 Test Year by approx 50%, PSP will have
outside contracts for meter reading until the smart meter system is fully tested and

functional.
Billing:

PSP performs monthly billing and issues 41,600 invoices annually to customers. This total
includes final bills for customers moving within or outside of the service territory. An
annual billing schedule is created based on the meter reading schedule to ensure timely
billing of services. The billing functions include the VEE processes; EBT and retailer
settlement functions for approx. 425 retailer accounts; account adjustments; processing
meter changes; and other various account related field service orders and mailing
services. PSP offers customers a number of billing and payment options including an

equal payment plan and a preauthorized payment plan.
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Collections:

Collections involve a combination of activities, including the collection of overdue active
accounts, security deposits and final bills for service termination. Credit risk is a concern
for PSP with 2011 credit loss forecast at $5,200. PSP’s credit policy is in accordance with
the Distribution System Code. Active overdue accounts and most final bill accounts are
collected by in-house staff through notices, letters and direct telephone contact. Final bill
collections are turned over to a collection agency after in house collection methods are

exhausted.

PSP is committed to providing consumer information and responses in a timely and

proactive manner, on electricity distribution and related issues.

Since LDCs are the “face-to-the-customer” for the electricity industry, PSP has an
important role to play in educating the public about electricity safety and energy
conservation. PSP continues to participate with the OPA in administering programs
directed at Energy Conservation. We are very active in the community promoting
conservation initiatives, distributing compact florescent light bulbs and energy

conservation tools and handbooks.
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ADMINISTRATIVE AND GENERAL EXPENSES

Administrative and general expenses include expenses incurred in connection with the
general administration of the utility's operations. Within PSP, the following functional areas
are considered to be part of general administration and, as such, all expenses incurred
within these functional areas are accounted for as administrative and general expenses:
» Board of Directors (i.e. Executive) (5605);

» Administrative, Finance and Regulatory Services (5615);

» Office Supplies and Expense (5620);

* Admin Fee Transferred (5625);

» Outside Services (5630);

* Regulatory (5655);

» Miscellaneous Expenses (5665);

* Rent (5670);

» Maintenance of General Plant (5675);

Board of Directors (Executive) Salaries and Expenses: 5605

The Board of Directors oversees and approves the operational plans for the organization.
Expenses include salaries and all related expenses associated with the Board of Directors for
PSP.

Administrative, Finance, and Regulatory Salaries and Expenses: 5615

Included in this category is the salary of PSP’s managers which also provides support to other
departments and to the Board of Directors. Expenses include salary and all related expenses.
Finance is responsible for the preparation financial reporting in accordance with GAAP, all daily
accounting functions, including accounts payable, accounts receivable, general accounting,
treasury functions including cash management, risk management, accounting systems and
internal control processes, preparation of consolidated budgets and forecasts, and supporting
tax compliance. Expenses include salaries and all related expenses associated with finance.
The Regulatory Services are performed within the Finance Department by the Financial Officer.
They are responsible for all regulatory reporting and compliance with applicable codes and
legislation governing PSP. Regulatory reporting includes development and preparation of rate

filings, performance reporting, and compliance.
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The salary of the office manager is also included in this account. The office manager oversees

the day to day operation of the office.

Office Supplies and Expenses: 5620
PSP records general administration expenses which are not clearly applicable to any
departmental group of operating expenses to this account. The expenses are further subdivided

by the appropriate type of expense.

Admin Fee Transferred (5625);

PSP records the costs of general administration, general office expenses transferred from the
affiliate — Parry Sound Energy Services Corporation, in this account. These costs related to the
running of the affiliate and shared service in which PSP is responsible for 75% of the costs.

Outside Services Employed: 5630
Outside Services Employed include, but are not limited to, consulting and professional fees of
accountants and auditors, legal services, labour relations specialists, safety consultants, and

rates consultants.

Regulatory Expenses: 5655

Regulatory Expenses include those expenses incurred in connection with Decisions and
Orders on Cost Awards for hearings, proceedings, technical sessions, and other matters before
the OEB or other regulatory bodies. Annual assessment fees paid to regulatory bodies are
included in this expenditure category, which include fixed costs assessed by the OEB and the
annual regulatory oversight cost recovery fee assessed by the Electrical Safety Authority

(“ESA”). The labour and related burdens for additional staff to assist with the regulatory needs.

Miscellaneous General Expense: 5665
PSP used this account in the bridge and test year to clearly identify cost related to training staff.
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Rent 5670
This account is used to record the cost of rent incurred form the affiliate cooperation until
January 1, 2011. At this time PSP will become the leaseholder directly from the shareholder and

will incur full cost of rent
Maintenance of General Plant 5675

This account carries the cost of operating and maintaining the building included in the lease:

such costs as grounds & custodial, security, snow removal, insurance etc.

PSP provided the data in table format below
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OEB Appendix 2-F Detailed Account by Account, OM&A Expense Table (excluding depreciation and amortization )

Expense Description 2006 Actual| [2007 Actual| |2008 Actual| 12009 Actual| 2010 Bridge| | 2011 Test

Operations
5005-Operation Supervision and Engineering 18,891 14,605 15,701 17,505 4,726 0
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 0 518 0 0 0 0
5017-Distribution Station Equipment - Operation Supplies and Expenses 6,691 6,894 6,968 7,499 7,714 7,945
5020-Overhead Distribution Lines and Feeders - Operation Labour 3,607 2,335 3,351 3,569 133 0
5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expens; 55 55 0 0 55 55
5030-Overhead Subtransmission Feeders - Operation 0 0 0 0 0 0
5035-Overhead Distribution Transformers- Operation 401 298 0 235 0 0
5040-Underground Distribution Lines and Feeders - Operation Labour 8,631 7,738 11,495 10,875 23,671 22,372
5045-Underground Distribution Lines & Feeders - Operation Supplies & Expen| 0 0 0 0 0 0
5050-Underground Subtransmission Feeders - Operation 0 0 0 0 0 0
5055-Underground Distribution Transformers - Operation 0 139 0 0 0 0
5060-Street Lighting and Signal System Expense 0 0 0 0 0 0
5065-Meter Expense 11,313 17,919 12,765 10,873 11,608 9,684
5070-Customer Premises - Operation Labour 110 0 0 0 84 0
5075-Customer Premises - Materials and Expenses 20 0 0 0 0 0
5085-Miscellaneous Distribution Expense 600 0 0 0 0 0
5090-Underground Distribution Lines & Feeders-Rental Paid 0 0 0 0 0 0
5095-Overhead Distribution Lines and Feeders - Rental Paid 801 801 801 801 801 801
5096-Other Rent 0 11,887 6,198 5,944 5,944 5,944

Sub-Total 51,120 63,190 57,279 57,300 54,737 46,801
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5105-Maintenance Supervision and Engineering 5,633 5,076 5,456 5,942 1,551 0
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 (11,903) 23,581 20,284 24,313 53,105 27,923
5120-Maintenance of Poles, Towers and Fixtures 39,962 48,404 49,164 45,697 85,255 145,926
5125-Maintenance of Overhead Conductors and Devices 94,237 56,675 73,369 65,593 91,277 126,867
5130-Maintenance of Overhead Services 11,439 11,433 15,234 11,775 38,374 35,524
5135-Overhead Distribution Lines and Feeders - Right of Way 45,123 78,176 36,976 70,202 102,929 103,086
5145-Maintenance of Underground Conduit 733 896 979 7,112 5,838 12,624
5150-Maintenance of Underground Conductors and Devices 2,141 4,723 4,114 3,460 28,953 15,772
5155-Maintenance of Underground Services 2,126 5,387 1,957 2,383 1,063 428
5160-Maintenance of Line Transformers 10,234 13,109 38,338 8,326 21,147 44,994
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 4,730 13,991 17,730 14,199 5,187 5,113
5178-Customer Installations Expenses - Leased Property 0 0 0 0 0 0
5195-Maintenance of Other Installations on Customer Premises 9,482 4,594 5,037 24,644 10,629 0
Sub-Total 213,937 266,047 268,637 283,648 445,310 518,258
Billing and Collections
5305-Supervision 0 0 0 0 0 0
5310-Meter Reading Expense 41,342 47,648 52,540 55,589 38,155 19,207
5315-Customer Billing 210,790 190,826 240,028 249,425 238,632 271,480
5320-Collecting 107,646 108,645 81,059 64,374 76,895 99,036
5325-Collecting- Cash Over and Short 95 (30) 0 0 100 100
5330-Collection Charges 0 0 0 0 0 0
5335-Bad Debt Expense 15,669 (4,398) 0 11,075 5,200 5,200
5340-Miscellaneous Customer Accounts Expenses 0 0 0 0 0 0
Sub-Total 375,543 342,691 373,628 380,463 358,982 395,022
Community Relations
5405-Supervision 0 0 0 0 0 0
5410-Community Relations - Sundry 16,897 13,368 12,948 21,616 14,600 13,423
5415-Energy Conservation 10,648 75,485 39,432 0 0 0
5420-Community Safety Program 925 948 0 0 0 0
5510-Demonstrating and Selling Expense 2,185 0 0 0 0 0
5515-Advertising Expense 0 0 0 0 0 0
5520-Miscellaneous Sales Expense 0 0 0 0 0 0
Sub-Total 30,656 89,801 52,381 21,616 14,600 13,423
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Administrative and General Expenses

5605-Executive Salaries and Expenses 15,820 8,147 6,890 5,934 6,248 13,929
5610-Management Salaries and Expenses 0 0 0 0 0 0
5615-General Administrative Salaries and Expenses 164,885 170,034 204,546 209,600 224,838 301,318
5620-Office Supplies and Expenses 28,689 32,062 34,426 50,002 106,182 128,468
5625-Adminsitrative Expense Transferred-Credit 114,641 0 105,514 131,215 0 0
5630-Outside Services Employed 23,303 124,227 24,216 36,169 66,317 46,228
5635-Property Insurance 0 0 0 0 0 0
5640-Injuries and Damages 0 1,000 0 0 0 0
5645-Employee Pensions and Benefits 0 0 0 0 0 0
5650-Franchise Requirements 0 0 0 0 0 0
5655-Regulatory Expenses 15,267 12,110 38,246 19,427 54,606 210,929
5660-General Advertising Expenses 0 0 0 0 0 0
5665-Miscellaneous General Expenses 2,682 0 0 0 17,000 17,374
5670-Rent 0 0 50,351 50,406 50,600 69,527
5675-Maintenance of General Plant 0 0 0 0 25,386 34,141
5680-Electrical Safety Authority Fees 0 0 0 0 0 0
5685-Independent Market Operator Fees and Penalties 0 0 0 0 0 0
Sub-Total 365,288 347,580 464,189 502,752 551,175 821,914

Total Operating, Maintenance and Administration Expenses 1,036,543 || 1,109,310 | | 1,216,114 | | 1,245,779 || 1,424,803 | | 1,795,417 |




-

0 N O O A W DN

10
11
12

13
14

15
16

17
18
19
20
21
22
23

Parry Sound Power Corporation
EB-2010-0140

Exhibit 4

Tab 2

Schedule 3

Page 1 of 62

Filed: October 15, 2010

VARIANCE ANALYSIS ON OM&A COSTS:

PSP has provided a detailed OM&A cost table covering the periods from 2006 Board Approved,
2006 Actual, 2007 Actual, 2008 Actual, 2009 Actual, 2010 Bridge Year and 2011 Test Year
including the variances year over year in Exhibit 4, above. Before moving to a variance analysis
for each account that exceeds the materiality threshold, a summary of total OM&A expenses
(excluding depreciation) is presented below along with an analysis of the total movement from
2006 Actual to 2011 Test Year. Tables (2G) below detail the cost drivers by major category:

Operations, Maintenance and Administration

Appendix 2-G

Cost Driver Table

OM & A Cost Drivers | 2006 Actual | 2007 Actual | 2008 Actual | 2009 Actual | 2010 Bridge | 2011 Test
Opening Balance 928,023 | 1,036,544 | 1,109,309 | 1,216,114 | 1,245,780 | 1,424,804
Labour 70,817 19,597 76,221 (35,057) 12,242 246,168
Vehicle and Equipment 11,125 (4,042) (11,913) 3,687 21,398 359
Materials 6,193 (51) 12,734 34,748 169,210 (4,530)
Third Party (24,903) (42,897) 60,913 31,349 |  (105,889) (16,616)
Regulatory 7,704 (3,157) 14,222 (6,905) 18,939 120,289
Miscellaneous Expenses 37,584 103,316 (45,373) 1,844 63,124 24,945
Closing Balance 1,036,544 1,109,309 1,216,114 1,245,780 1,424,804 1,795,418

Labour

Labour escalation reflects the increased labour costs arising from the 3% per year negotiated

collective agreement increases and compensation increases for management staff, plus
additional staffing. Costs charged to USOA 5005 and 5105 have reduced to zero in 2011 as a

result of the development of the Asset Management Plan. Operations and maintenance work
programs are not consistent from year to year. The dollar changes reflect the change in work
effort as a result of the program changes over the period. Maintenance work programs for 2010

& 2011 are guided by the development of the Asset Management Plan. The plan was
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implemented part way through the year and represented a different work program from prior
years. Decrease in 2009 can be explained by maternity leave and a casual replacement.
Effective January 1, 2011 PSP will be reorganizing to become compliant with the ARC, this
involves as fully allocated cost of staffing the utility with the required resource to accomplish
regulatory and customer service needs. Management cost are fully allocate to PSP no longer

shared with affiliates.

Vehicles and Equipment

Similar to above the dollar changes reflect the change in the usage of vehicles and equipment
to support the changing work effort as a result of the program changes over the period to
include in 2010 and 2011 the asset management plan.

The addition of vehicles to assist with fully compliant LDC shows an increase in V&E costing.
In 2010 truck time for meter reading and community relations has dropped. We are able to
access smart meter data without using the truck and going to the meter.

Materials

Similar to above the dollar changes reflect the change in the usage of materials to support the
changing work effort as a result of the program changes over the period.

The increase in 2010 is because Parry Sound Power will move the asset management plan to

provide materials needed for operations and maintenance.
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The table below shows PSP’s third party cost drivers.

Third Party Costs
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OM & A Cost Drivers | 2006 Actual | 2007 Actual | 2008 Actual | 2009 Actual | 2010 Bridge | 2011 Test
Cost of Contractors 8,651 (78,323) 1,335 5,804 (5,016) (15,469)
Credit Bureau 199 (169) (283) 626 - 14
Outsid i dmi
; :esn't e services / admin 524 (13,717) 55,854 37,708 |  (100,873) (1,162)
Bell Joint use - 11,887 (5,690) -
Test.lng Calibration i 2055 (2,055) i
sealing
Hydro One Credit (32,025) 32,025 - - -
Testi m -

est.lng / Calibrating / i 2492 (2,492) i
Sealing
Transformer Qil (2,251) 3,345 9,260 (10,298) - -
Change over year (24,903) (42,897) 60,913 31,349 (105,889) (16,616)

The decrease in the cost of contractors in 2007 is largely due to Customer Billing Contractors

decreased. PSP no longer uses an outside contractor as we became shareholders in a Utility

Collaborative Services (UCS). UCS provides synergies within the member group of utilities for

back office services such as billing and mailing. Small change in other contract work also

contributed to the change.

There was nothing sent to the credit bureau for collection in 2008 and every other year Credit

bureau costs fluctuate depending on how many accounts they collect.

Outside Service/Admin/Rent changes are largely caused by rent being charged starting in 2008.
As of Jan 1 2011 PSP will no longer share rent and Admin costs with the affiliate.In 2010 the

amount for admin fee is distributed across the actual USoA accounts for budgeting purposes.

Prior to 2005 the pole rental compensation arrangements between Bell and Parry Sound Power

were recorded in the accounts on a net basis for Bell joint use. From 2005 on the revenues and

expenses were separately recorded in the accounts.

A cost of $11,887 charged in 2007 reflects 2 years of retroactive charges for the years 2005

and 2006. The reduction in 2008 reflects the cost of one year only which remains the same for
the rest of the period to 2011.
There was a one- time Hydro One Meter Rebate fee of $34,200 in 2006 that was credited to an

expense account rather than a revenue account.
Program costs of $2,055 in 2007, $2,492 in 2008 for Testing / Calibrating / Sealing. One time

program costs of $10,298 in 2008 for Transformer Oil Waste Disposal. Cost changes reflect
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In 2008 there was an adjustment made to the treatment of OEB assessment costs; there was

labour and associated overhead expense during 2008 as part of the prior cost of service

application process. In 2011 an increase in labour and overhead due to an addition of one FTE.

In addition the 2011 increase includes the estimated costs of the current rate application
recovered over a 4 year period of $44,064.57 a year, 2009 COS costs at $24,828.82 a year

over 4 years, costs of the Asset Management plan over 4 years is $30,812.30 a year. Estimated

costs of becoming compliant with ARC $20,166.60 a year over 4 years. Remaining balance of

1606 Organization Costs over a 5 year period at $19,435.08 a year. PSP feels the ARC costs

are different from organization costs as the ARC costs are mandated by the OEB and PSP was

denied the exemption from ARC. Org costs are those incurred to establish the corporate

structure needed.

Miscellaneous

Miscellaneous cost changes captured in this category include the following:

Miscellaneous Expenses

OM & A Cost Drivers | 2006 Actual | 2007 Actual | 2008 Actual | 2009 Actual | 2010 Bridge | 2011 Test
Bad Debt 17,152 (19,283) 5,206 11,075 (5,875) -
CDM 3,158 64,837 (36,053) (39,432) - -
Contingency Provision - - - - 29,049 15,808
Water Heater Control (1,880) (4,888) ; 19,608 |  (14,015)|  (10,629)
Program
Tools - - - - - 7,500
Miscellaneous Expenses 19,154 62,649 (14,526) 10,593 53,966 12,266
Change over year 37,584 103,316 (45,373) 1,844 63,124 24,945

PSP does not have a formal bad debt or write off policy, the accounts are written off when

deemed totally uncollectable. 2006 actual bad debts represent the account write offs, 2007 sees

the recovery of accounts of $4,397 previously written off, 2008 and 2009 indicate the change in

write off amounts. Bridge and test year uses an average of three prior years.
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Parry Sound power undertook conservation and demand management programs from 2005 to
2008. 2009 forward PSP has not expended any funds on any CDM programs that were not OPA
sponsored.

The Asset Management Plan contains a contingency provision to allow for potential cost
differences in maintenance program activities. These costs reflect the introduction of a new cost
type in 2010 and the change between activities worked on in 2010 and the full implementation
of the plan in 2011.

Water Heater Control Program Costs are not included in the 2011 revenue requirement.

The program was re-evaluated and phased out in 2010 as it was deemed to be no longer
driving any benefits to the rate payers or the LDC.

A tools cost provision of $7,500 has been included in 2011.

Miscellaneous expenses include the billing and collecting which was moved from a contractor to
Utility Collaborative Services and the costs are now changed from outside services USOA -
contractor to billing costs which PSP included in miscellaneous expense for cost driver table. In
2010 bridge and 2011 test year PSP uses this account for training costs and maintenance on

general plant.

Variance Analysis:

As mentioned above, the variance that triggers the required analysis is $50,000 according to the
Filing Requirements (50,000 for distributors with a distribution revenue requirement less than or
equal to $10 million). PSP has explained material variances in order to produce a better
analysis. PSP has reviewed the variance of each OEB USoA account to determine where
explanations are necessary. The variances have been highlighted in Exhibit 4 above and an
explanation of each variance is presented in the following section. Table 2J below highlights the
variance from the 2006 Actuals to the 2011 Test Year and the 2009 Actual to the 2011 Test

year. Explanations of these variances are included in the synopsis below:
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Expense Description 2006 :ctual 201 $ Test Variance $ | | Variance % 2009 Actual T2e0511$ Variance $ Variance %
Operations
5005-Operation Supervision and Engineering 18,891 0 (18,891) 0% 17,505 0 (17,505) 0%
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 0 0 0 0 0 0
5017-Distribution Station Equipment - Operation Supplies and Expenses 6,691 7,945 1,254 119% 7,499 7,945 446 106%
5020-Overhead Distribution Lines and Feeders - Operation Labour 3,607 0 (3,607) 0% 3,569 0 (3,569) 0%
5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses 55 55 0 100% 0 55 55
5030-Overhead Subtransmission Feeders - Operation 0 0 0 0 0 0
5035-Overhead Distribution Transformers- Operation 401 0 (401) 0% 235 0 (235) 0%
5040-Underground Distribution Lines and Feeders - Operation Labour 8,631 22,372 13,740 259% 10,875 22,372 11,497 206%
5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses 0 0 0 0 0 0
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 11,313 9,684 (1,629) 86% 10,873 9,684 (1,189) 89%
5070-Customer Premises - Operation Labour 110 0 (110) 0% 0 0 0
5075-Customer Premises - Materials and Expenses 20 0 (20) 0% 0 0 0
5085-Miscellaneous Distribution Expense 600 0 (600) 0% 0 0 0
5090-Underground Distribution Lines & Feeders-Rental Paid 0 0 0 0 0 0
5095-Overhead Distribution Lines and Feeders - Rental Paid 801 801 0 100% 801 801 0 100%
5096-Other Rent 0 5,944 5,944 5,944 5,944 0 100%
Sub-Total 51,120 46,801 (4,319) 92% 57,300 46,801 (10,499) 82%
Maintenance
5105 upervision and 5,633 0 (5,633) 0% 5,942 0 (5,942) 0%
5110-Maintenance of Buildings and Fixtures - Distribution Stations 0 0 0 0 0 0
511; of Ti Station 0 0 0 0 0 0
5114-Maintenance of Distribution Station Equipment (11,903) 27,923 39,826 -235% 24,313 27,923 3,611 115%
5120-Maintenance of Poles, Towers and Fixtures 39,962 145,926 105,964 365% 45,697 145,926 100,229 319%
5125 of Overhead Conductors and Devices 94,237 126,867 32,630 135% 65,593 126,867 61,274 193%
5130-Maintenance of Overhead Services 11,439 35,524 24,085 311% 11,775 35,524 23,749 302%
5135-Overhead Distribution Lines and Feeders - Right of Way 45,123 103,086 57,962 228% 70,202 103,086 32,883 147%
5145-Maintenance of Underground Conduit 733 12,624 11,891 1723% 7,112 12,624 5,512 177%
5150-Maintenance of Underground Conductors and Devices 2,141 15,772 13,631 737% 3,460 15,772 12,312 456%
5155-Maintenance of Underground Services 2,126 428 (1,697) 20% 2,383 428 (1,955) 18%
5160-Maintenance of Line Transformers 10,234 44,994 34,761 440% 8,326 44,994 36,668 540%
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 4,730 5,113 382 108% 14,199 5,113 (9,086) 36%
5178-Customer Installations Expenses - Leased Property 0 0 0 0 0 0
5195-Maintenance of Other Installations on Customer Premises 9,482 0 (9,482) 0% 24,644 0 (24,644) 0%
Sub-Total 213,937 518,258 304,321 242% 283,648 518,258 234,610 183%
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Billing and Collections
5305-Supervision 0 0 0 0 0 0
5310-Meter Reading Expense 41,342 19,207 (22,136) 46% 55,589 19,207 (36,382) 35%
5315-Customer Billing 210,790 271,480 60,690 129% 249,425 271,480 22,055 109%
5320-Collecting 107,646 99,036 (8,611) 92% 64,374 99,036 34,661 154%
5325-Collecting- Cash Over and Short 95 100 5 105% 0 100 100
5330-Collection Charges 0 0 0 0 0 0
5335-Bad Debt Expense 15,669 5,200 (10,469) 33% 11,075 5,200 (5,875) 47%
5340-Miscellaneous Customer Accounts Expenses 0 0 0 0 0 0
Sub-Total 375,543 395,022 19,480 105% 380,463 395,022 14,559 104%
Community Relations
5405 0 0 0 0 0 0
5410-Community Relations - Sundry 16,897 13,423 (3,474) 79% 21,616 13,423 (8,193) 62%
5415-Energy Conservation 10,648 0 (10,648) 0% 0 0 0
5420-Community Safety Program 925 0 (925) 0% 0 0 0
5510-Demonstrating and Selling Expense 2,185 0 (2,185)| 0% 0 0 0
5515-Advertising Expense 0 0 0 0 0 0
5520-Miscellaneous Sales Expense 0 0 0 0 0 0
Sub-Total 30,656 13,423 (17,233) 44% 21,616 13,423 (8,193) 62%
ative and General Expenses
5605-Executive Salaries and Expenses 15,820 13,929 (1,891) 88% 5,934 13,929 7,995 235%
5610-Management Salaries and Expenses 0 0 0 0 0 0
5615-General Administrative Salaries and Expenses 164,885 301,318 136,432 183% 209,600 301,318 91,717 144%
5620-Office Supplies and Expenses 28,689 128,468 99,779 448% 50,002 128,468 78,466 257%
5625 Expense Transferred-Credit 114,641 0 (114,641) 0% 131,215 0 (131,215) 0%
5630-Outside Services Employed 23,303 46,228 22,925 198% 36,169 46,228 10,059 128%
5635-Property Insurance 0 0 0 0 0 0
5640-Injuries and Damages 0 0 0 0 0 0
5645-Employee Pensions and Benefits 0 0 0 0 0 0
5650-Franchise Requirements 0 0 0 0 0 0
5655-Regulatory Expenses 15,267 210,929 195,662 1382% 19,427 210,929 191,503 1086%
5660-General Advertising Expenses 0 0 0 0 0 0
5665-Miscellaneous General Expenses 2,682 17,374 14,692 648% 0 17,374 17,374
5670-Rent 0 69,527 69,527 50,406 69,527 19,121 138%
5675 of General Plant 0 34,141 34,141 0 34,141 34,141
5680-Electrical Safety Authority Fees 0 0 0 0 0 0
5685 Market Operator Fees and Penalties 0 0 0 0 0 0
Sub-Total 365,288 821,914 456,625 225% 502,752 821,914 319,161 163%
|Tota| Operating, e and Administration Exp 1,036,543 | | 1,795,417 | | 758,874 | | 173% I | 1,245,779 | | 1,795,417 | | 549,639 | | 144%
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2006 ACTUAL VERSUS 2006 BOARD APPROVED:

OPERATING COSTS

Overview of Operations Costs

Operations costs have exhibited a declining trend over the period going from $66,000 approved
in the 2006 EDR (based on 2004 actuals) to the test year value of $47,000.

There are 3 primary factors for this change:

1. Reduction in Operations Supervision and Engineering Costs - USOA 5005

Costs charged to 5005 have reduced to zero in 2011 as a result of an accounting change. In
conjunction with the development of the Asset Management Plan Parry Sound decided to
redistribute oversight and engineering costs to the specific maintenance and capital work
activities requiring these services. Costs in prior years represent a portion of labour costs for the
period. In fact the costs have not changed (with the exception of labour escalation) but have
been redistributed.

2. Increase in USOA 5040 Costs
Parry Sound Power Corporation completed an Asset Management Plan to underpin the 2011
Cost of Service rate application. The plan identified increased work effort required for this

activity. (see more complete discussion in Overview of Maintenance Costs section)

3. Decrease in Meter Expense - USOA 5065

The decrease in costs is driven by the implementation of the smart meter program.

Overview of Maintenance Costs
Maintenance costs have exhibited an increasing trend over the period going from $180,000
approved in the 2006 EDR (based on 2004 actuals) to the test year value of $526,000.

The primary factors for this change are:

1. Restructuring

Parry Sound Power will be restructuring effective January 1, 2011 to ensure compliance with the
Affiliate Relationship Code. PSPC previously applied for exemptions to the ARC which were
denied by the Board.
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Currently PSPC obtains services from its affiliate Parry Sound Energy Services. Effective
January 1, 2011 management, inside, and outside staff will be transferred to PSPC and

dedicated to meet the work requirements of the LDC.

PSPC will be receiving two 2-man crews and an Operations Superintendent to undertake and
supervise the operations and maintenance activities. PSPC requires 2 crews to ensure
appropriate response times (on call and availability), cover off for vacations and iliness, and

complete the effort requirements of the Asset management Plan (discussed below).

This results in an increase to the LDC of approximately 2.1 FTEs which were previously
charged to Parry Sound's other non-regulated businesses.

In addition PSPC must become self sufficient in the provision of Vehicles and Equipment to
enable completion of the required work. PSPC will be accomplishing this through some
purchases from its affiliate at fair market value and direct replacement of large trucks at current

costs in 2010 and 2011. This results in an increase to Vehicle and Equipment costs.

2. Asset Management Plan

PSPC engaged an independent third party (Rodan) to develop a formalized Asset Management
Plan (AMP) for the LDC. They completed a detailed asset inventory and an asset condition
assessment. Utilizing these in combination with their industry expertise they developed a GIS
and an asset management strategy. An index was developed that assesses the current status

of assets within the network and a prioritization for future replacements.

The resulting plan documents required maintenance activities utilizing best maintenance

practices and a capital replacement plan for the distribution assets.

The maintenance management plan started to be implemented in 2010 based on resource
availability and the 2011 costs reflect full implementation of the plan. It became apparent that

PSPC was under maintaining its assets as planned work effort for 2010 and 2011 is significantly
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in excess of previous years efforts. Previous years efforts were not guided by a formal Asset

Management Plan.

Implementing the AMP results in significant cost increases due to labour effort, and supporting

costs such as Vehicles and Equipment and Materials.

3. Escalation

Labour costs contained in maintenance costs reflect the existing collective agreement and have

increased due to wage increases negotiated over the periods. In addition, other costs such as

materials and contract costs have increased due to escalation .The following table highlights the
change between the 2006 approved EDR (2004 actuals) and 2011 Test Year costs in

thousands of dollars.

Labour 297 124 173
Vehicles & Equipment 58 27 31
Materials & Contracts 116 29 87
Contingency 47 0 47

Total 518 180 338

Variance Analysis - Operations and Maintenance Costs

Parry Sound Power Corporation does not use the following Operations and Maintenance USOA

accounts:

Operations

e 5010 - Load Dispatching
e 5012 - Station Buildings and Fixtures Expense

e 5014 - Transformer Station Equipment - Operation Labour

e 5015 - Transformer Station Equipment - Operation Supplies and Expense

e 5030 - Overhead Sub-transmission Feeders - Operation

e 5050 - Underground Sub-transmission Feeders - Operation
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5060 - Street Lighting and Signal System Expense
5090 - Underground distribution Lines and Feeders - Rental Paid

Maintenance

5110 - Maintenance of Buildings and Fixtures - Distribution Stations
5112 - Maintenance of Transformer Station Equipment

5165 - Maintenance of Street Lighting and Signal Systems

5170 - Sentinel Lights - Labour

5172 - Sentinel Lights - Materials and Expenses

5178 - Customer Installations Expenses - Leased Property

5195 - Maintenance of Other Installations on Customer Premises

Comparisons for Operations and Maintenance accounts are provided below for the following

years: (note: in general cost increases less than $1,000 and cost reductions less than $2,000

have not been explained due to immaterial impacts)

2006 EDR vs 2006 Actual

2007 Actual vs 2006 Actual

2008 Actual vs 2007 Actual

2009 Actual vs 2008 Actual

2010 Bridge vs 2009 Actual

2011 Test vs 2010 Bridge

2011 Test vs 2006 Actual

2011 Test vs 2009 Actual

2006 Actual VS 2006 Board Approved EDR

2006 EDR vs 2006 Actual

2006 vs.
Account Description 2006 EDR 2006 2006
Approved | Actual EDR

| 5005-Operation Supervision and Engineering | 22866 18,891| -3,975|
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2006 vs.
Account Description 2006 EDR 2006 2006
Approved | Actual EDR

The portion of the Operations Superintendent's time charged
to operations was lower than 2004 actual. This was partially
offset by labour escalation

| 5016-Distribution Station Equipment - Operation Labour | 31| 0| -31 |
5017-Distribution Station Equipment - Operation 5121 6.691 1570
Supplies and Expenses ’ '
Increase in interval meter phone line service costs
5020-O_verhead Distribution Lines and Feeders - 2197 3.607 1,410
Operation Labour
3% labour cost increase per year since 2004 data combined
with increase in maintenance effort
5025-Overhead Distribution Lines & Feeders - Operation 55 55 0
Supplies and Expenses

| 5035-Overhead Distribution Transformers- Operation 349 | 401 | 53 |
5040-U_nderground Distribution Lines and Feeders - 7.041 8.631 1,501
Operation Labour
3% labour cost increase per year since 2004 data combined
with increase in maintenance effort
5045-Underground Distribution Lines & Feeders - 71 0 71
Operation Supplies & Expenses
5055-Underground Distribution Transformers — 1493 0 1493
Operation ’ ’
No effort charged in 2006

| 5065-Meter Expense 26,097 | 11,313 -14,784 |
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Account Description

2006 EDR
Approved

2006
Actual

2006 vs.
2006
EDR

Relates to seal Expiration dates on meters fall within the
years used for 2006 EDR process, during 2006 actual less
meters needed re-verification

| 5070-Customer Premises - Operation Labour

110 |

| 5075-Customer Premises - Materials and Expenses

20 |

20 |

| 5085-Miscellaneous Distribution Expense

600 |

600 |

5095-Overhead Distribution Lines and Feeders - Rental
Paid

801

801

5096-Other Rent

5105-Maintenance Supervision and Engineering

7,622

5,065

-2,557

The portion of the Operations Superintendent's time
charged to operations was lower than 2004 actual.
This was patrtially offset by labour escalation

5114-Maintenance of Distribution Station
Equipment

15,840

-11,903

-27,743

Distribution station maintenance, transformer testing
effort in 2006 was greater than 2004 which was used
for 2006 EDR process. In addition there was labour
escalation for 2 years. These cost increases were
more than offset by the Hydro One Meter Rebate fees
( $34,200) posted to the account resulting in a
negative value for the 2006 actual

| 5120-Maintenance of Poles, Towers and Fixtures |

13,090 |

39,962 |

26,872 |
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Account Description

2006 vs.
2006
EDR

2006 EDR 2006
Approved | Actual

Increased labour effort over 2004 plus labour cost
increase of 3% per year and higher associated V&E
costs caused the increase in costs

5125-Maintenance of Overhead Conductors and
Devices

49,461 94,237 44,776

Increased labour effort over 2004 plus labour cost
increase of 3% per year and higher associated V&E
costs caused the increase in costs

| 5130-Maintenance of Overhead Services

6,043] 11,439 | 5,396 |

Increased labour effort over 2004 plus labour cost
increase of 3% per year and higher associated V&E
costs caused the increase in costs

5135-Overhead Distribution Lines and Feeders -
Right of Way

56,813 45,123 -11,689

Decreased labour effort from 2004 plus associated
lower V&E costs were partially offset by labour cost
increases of 3% per year resulting in lower net costs

| 5145-Maintenance of Underground Conduit

733 ] 733 |

The account was not used until 2005 calendar year,
therefore no costs booked for the 2006 EDR process

5150-Maintenance of Underground Conductors
and Devices

936 2,141 1,205

PSP had an increase in underground infrastructure in
2006 calendar year causing more maintenance costs

| 5155-Maintenance of Underground Services

1,692 | 2,126 | 433 |
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2006 vs.
2006
EDR

2006 EDR 2006

Account Description Approved | Actual

| 5160-Maintenance of Line Transformers | 5310] 10,234 ] 4,923 |

Increased labour effort over 2004 plus labour cost
increase of 3% per year and higher associated V&E
costs caused the increase in costs

| 5175-Maintenance of Meters | 12,031 ] 4,730 | -7,301 |

Costs for meter maintenance in 2004 calendar year
was high caused by meter cycles. 2006 is more
relative to annual costs

| 5190-Water Heater Controls - Labour | 11,362 | 9,482 | -1,880 |

This US0A is not a revenue requirement item for the
LDC. The program was re-evaluated and phased-out
in mid-2010 as it was deemed to no longer be driving
any benefit to the LDC or rate payers. No costs have
been included for the 2011 test year.

2007 Actual VS 2006 Actual

2007 2006 2007 vs.

Account Description Actual Actual 2006

| 5005-Operation Supervision and Engineering | 14605] 18,891 | -4,286 ]

The portion of the Operations Superintendent's time charged
to operations was lower than 2006 actual. This was partially
offset by labour escalation

| 5016-Distribution Station Equipment - Operation Labour | 518 | | 518 |

Not used in 2006

5017-Distribution Station Equipment - Operation

Supplies and Expenses 6,894 6,691 203

5020-Overhead Distribution Lines and Feeders -

Operation Labour 2,335 3,607 -1,272
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Account Description 2007 2006 2007 vs.
P Actual Actual 2006
Decreased labour effort from 2006 plus associated
lower V&E costs were partially offset by labour cost
escalation resulting in lower net costs
5025-Overhead Distribution Lines & Feeders - Operation
) 55 55 0
Supplies and Expenses
| 5035-Overhead Distribution Transformers- Operation | 298 | 401 | -103 |
5040-Upderground Distribution Lines and Feeders - 7738 8.631 -893
Operation Labour
5045-Underground Distribution Lines & Feeders -
. , 0 0 0
Operation Supplies & Expenses
5055-Underground Distribution Transformers — 139 0 139
Operation
Not used in 2006
| 5065-Meter Expense | 17,919] 11,313] 6,606 |
Reflects a higher volume of meters needing re-verification
causing higher labour and V&E costs along with labour
escalation
| 5070-Customer Premises - Operation Labour | 0] 110 | -110 |
| 5075-Customer Premises - Materials and Expenses | 0| 20 | -20 |
| 5085-Miscellaneous Distribution Expense | 0| 600 | -600 |
5095-Overhead Distribution Lines and Feeders - Rental 801 801 0
Paid
| 5096-Other Rent | 11,887 | 11,887 |




Parry Sound Power Corporation
EB-2010-0140

Exhibit 4

Tab 2

Schedule 3

Page 17 of 62

Filed: October 15, 2010

2007 2006 2007 vs.

Account Description Actual Actual 2006

Prior to 2005 the pole rental arrangements between Bell and
Parry Sound Power were recorded in the accounts on a net
basis. From 2005 on the revenues and expenses were
separately recorded in the accounts.

The $11,887 charged in 2007 reflects 2 years of retroactive
charges for the years 2005 and 2006.

| 5105-Maintenance Supervision and Engineering |  4749| 5,065 | -316 |

5114-Maintenance of Distribution Station Equipment 23,581 | -11,903 35,484

Represents the same expenditure level as 2006 after
adjusting for the one time Hydro One Meter rebate of
$34,200 in 2006

| 5120-Maintenance of Poles, Towers and Fixtures | 48,404| 39,962 | 8,442 |

Increased labour effort over 2006 plus labour cost
escalation

| 5125-Maintenance of Overhead Conductors and Devices | 56,675| 94,237 | -37,562 |

Decreased labour effort from 2006 plus associated
lower V&E costs were partially offset by labour cost
escalation resulting in lower net costs

| 5130-Maintenance of Overhead Services | 11,433| 11,439 | -6 |

5135-Overhead Distribution Lines and Feeders - Right of

78,175 45,123 33,052
Way

Increased labour effort from 2006 plus higher
associated V&E costs plus labour cost escalation

| 5145-Maintenance of Underground Conduit | 896 | 733 ] 163 |
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Account Description 2007 2006 2007 vs.
P Actual Actual 2006
515(_)—Mamtenance of Underground Conductors and 4.723 2141 2582
Devices
Increased labour effort from 2006 plus higher
associated V&E costs plus labour cost escalation
| 5155-Maintenance of Underground Services | 5387] 2126] 3,261]
Increased labour effort from 2006 plus higher
associated V&E costs plus labour cost escalation
| 5160-Maintenance of Line Transformers | 13,109| 10,234| 2,875 |
Increased labour effort from 2006 plus higher
associated V&E costs plus labour cost escalation
| 5175-Maintenance of Meters | 13991] 4,730] 9,261
Higher requirement for meter re-verifications in 2007 resulted
in increased labour and V&E costs and labour escalation
| 5190-Water Heater Controls — Labour | 4594 9482| -4,888 |
This USOA is not a revenue requirement item for the LDC.
The program was re-evaluated and phased-out in mid-2010
as it was deemed to no longer be driving any benefit to the
LDC or rate payers. No costs have been included for the
2011 test year.
2008 Actual VS 2007 Actual
Account Description 2008 2007 2008 vs.
P Actual | Actual | 2007
| 5005-Operation Supervision and Engineering | 15701| 14,605] 1,096 |
The work effort changes involving more engineering work in
2008
| 5016-Distribution Station Equipment - Operation Labour | 0| 518 | -518 |
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Account Description 2008 2007 2008 vs.
P Actual Actual 2007
5017-[_)|str|but|on Station Equipment - Operation 6,968 6.894 74
Supplies and Expenses
5020-0_\/erhead Distribution Lines and Feeders - 3.351 2.335 1,016
Operation Labour
The operation work effort changes year over year as need
based on demand.
5025-Overhead Distribution Lines & Feeders - Operation
) 0 55 -55
Supplies and Expenses
| 5035-Overhead Distribution Transformers- Operation | 0] 298 | -298 |
5040-Upderground Distribution Lines and Feeders - 11,495 7738 3.757
Operation Labour
Increased labour effort from 2007 plus higher
associated V&E costs plus labour cost escalation
5045-Underground Distribution Lines & Feeders -
. , 0 0 0
Operation Supplies & Expenses
5055-Underground Distribution Transformers — 0 139 1139
Operation
| 5065-Meter Expense | 12,765| 17,919| -5154 |
Lower requirement for meter re-verifications in 2008 resulted
in Lower labour and V&E costs partially offset by labour
escalation
| 5070-Customer Premises - Operation Labour | 0| 0| 0|
| 5075-Customer Premises - Materials and Expenses | 0] 0] 0|
| 5085-Miscellaneous Distribution Expense | 0| 0| 0]
ISD(t;SinS—Overhead Distribution Lines and Feeders - Rental 801 801 0
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Account Description 2008 2007 2008 vs.
Actual Actual 2007
| 5096-Other Rent |  6,198] 11,887| -5,689 |
The $11,887 charged in 2007 reflects 2 years of retroactive
charges for the years 2005 and 2006. The reduction in 2008
reflects the cost of one year only which remains the same for
the rest of the period to 2011.
| 5105-Maintenance Supervision and Engineering |  5123| 4,749 | 374 |
5114-Maintenance of Distribution Station Equipment 20,284 23,581 -3,297
Lower maintenance effort in 2008 resulted in
Lower labour and V&E costs partially offset by labour
escalation
| 5120-Maintenance of Poles, Towers and Fixtures | 49,164 | 48,404 | 760 |

| 5125-Maintenance of Overhead Conductors and Devices | 73,369 | 56,675| 16,694 |

Increased labour effort from 2007 plus labour cost
escalation

| 5130-Maintenance of Overhead Services | 15234 11,433| 3,801 |

Increased labour effort from 2007 plus higher
associated V&E costs plus labour cost escalation

5135-Overhead Distribution Lines and Feeders - Right of

36,976 78,175 | -38,199
Way

Lower maintenance effort in 2008 resulted in
lower labour and V&E costs partially offset by labour
escalation

| 5145-Maintenance of Underground Conduit | 979 | 896 | 83 |

5150-Maintenance of Underground Conductors and

X 4114 4,723 -609
Devices
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Account Description 2008 2007 2008 vs.
Actual Actual 2007
| 5155-Maintenance of Underground Services | 1957| 5,387| -3,430]
Lower maintenance effort in 2008 resulted in
lower labour and V&E costs partially offset by labour
escalation
| 5160-Maintenance of Line Transformers | 38,338| 13,109| 25,229
Increased labour effort from 2007 plus higher
associated V&E costs plus labour cost escalation plus
higher waste disposal costs ($10,000)
| 5175-Maintenance of Meters | 17,730 13,991 3,739 |
Increased labour effort from 2007 plus higher
associated V&E costs plus labour cost escalation
| 5190-Water Heater Controls - Labour | 5,037] 4,59 | 443 |
This US0A is not a revenue requirement item for the LDC.
The program was re-evaluated and phased-out in mid-2010
as it was deemed to no longer be driving any benefit to the
LDC or rate payers. No costs have been included for the
2011 test year.
2009 Actual VS 2008 Actual
L 2009 2008 2009 vs.
Account Description Actual Actual 2008
| 5005-Operation Supervision and Engineering | 17505| 15701| 1,804 ]
The portion of the Operations Superintendent's time charged
to operations was higher than 2008 actuals. In addition
labour escalation increased costs
| 5016-Distribution Station Equipment - Operation Labour | 0 | 0| 0|
5017-Distribution Station Equipment - Operation
Supplies and Expenses 7,499 6,968 531
5020-Overhead Distribution Lines and Feeders -
Operation Labour 3,569 3,351 218
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Account Description 2009 2008 2009 vs.
P Actual Actual 2008
5025-Overhead Distribution Lines & Feeders - Operation
. 55 0 55
Supplies and Expenses
| 5035-Overhead Distribution Transformers- Operation | 180 | 0| 180 |
5040-Underground Distribution Lines and Feeders - 10,875 11,495 620
Operation Labour
5045-Underground Distribution Lines & Feeders -
. : 0 0 0
Operation Supplies & Expenses
5055-Underground Distribution Transformers —
. 0 0 0
Operation
5065-Meter Expense 10,873 12,765 -1,892
Lower effort in 2009 and associated lower V&E costs partially
offset by labour escalation
| 5070-Customer Premises - Operation Labour | 0 | 0| 0|
| 5075-Customer Premises - Materials and Expenses | 0] 0| 0|
| 5085-Miscellaneous Distribution Expense | 0] 0| 0|
5095-Overhead Distribution Lines and Feeders - Rental 801 801 0
Paid
5096-Other Rent 5,944 6,198 -254
5105-Maintenance Supervision and Engineering | 5,781 | 5,123 | 658
| 5114-Maintenance of Distribution Station Equipment | 24,313 20,284 | 4,029 |

Increased labour effort from 2008 plus higher
associated V&E costs plus labour cost escalation
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Account Description 2009 2008 2009 vs.
P Actual Actual 2008
| 5120-Maintenance of Poles, Towers and Fixtures | 45,697 | 49,164 | -3,467 |
Difference primarily due to lower material costs in 2009
5125-Ma|ntenance of Overhead Conductors and 65.593 73.369 7776
Devices
Lower effort in 2009 and associated lower V&E costs partially
offset by labour escalation
| 5130-Maintenance of Overhead Services | 11,775| 15,234 | -3,459 |
Lower effort in 2009 and associated lower V&E costs partially
offset by labour escalation
5135-Overhead Distribution Lines and Feeders - Right 70.202 36.976 33.226
of Way
Increased labour effort from 2008 plus higher
associated V&E costs plus labour cost escalation plus
higher material costs ($18,500)
| 5145-Maintenance of Underground Conduit | 7,112 ] 979 | 6,133 |
Increased labour effort from 2008 plus higher
associated V&E costs plus labour cost escalation plus
higher material costs
5150-Maintenance of Underground Conductors and 3.460 4114 654
Devices
| 5155-Maintenance of Underground Services | 2,383 ] 1,957 | 426 |
| 5160-Maintenance of Line Transformers | 8326| 38,338] -30,012 |
Lower effort in 2009 and associated lower V&E costs
partially offset by labour escalation and a reduction in
waste disposal fees of $10,000
| 5175-Maintenance of Meters | 14,198 | 17,730 | -3,532 |

Lower effort in 2009 and associated lower V&E costs
partially offset by labour escalation and increase in
insurance fees $10,600 which was miscategorised
(insurance costs should have been charged to USOA
5114).
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| 5190-Water Heater Controls - Labour | 24,644 | 5,037 | 19,607 |
This USo0A is not a revenue requirement item for the LDC.
The program was re-evaluated and phased-out in mid-2010
as it was deemed to no longer be driving any benefit to the
LDC or rate payers. No costs have been included for the
2011 test year.
2010 Bridge VS 2009 Actual
Account Description 2910 2009 2010 vs.
Bridge Actual 2009
| 5005-Operation Supervision and Engineering | 4726] 17505| -12,779]
Reduction represents a change in accounting allocation
practice because of implementation of the AMP commencing
June 2010 to charge time over capital and operating jobs. It
does not represent a reduction in costs rather a reallocation
| 5016-Distribution Station Equipment - Operation Labour | 0| 0| 0|
5017-IZ_)|str|but|on Station Equipment - Operation 7714 7499 215
Supplies and Expenses
5020-Overhead Distribution Lines and Feeders - 133 3,569 3,436
Operation Labour
Lower effort in 2009 and associated lower V&E costs and
lower material costs partially offset by labour escalation
5025-Overhead Distribution Lines & Feeders - Operation
) 55 55 0
Supplies and Expenses
| 5035-Overhead Distribution Transformers- Operation | 0] 180 | -180 |
5040-Upderground Distribution Lines and Feeders - 23.671 10,875 12.796
Operation Labour

Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation driven
by the phase-in of the Asset Management Plan
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Account Description 2010 2009 2010 vs.
P Bridge | Actual 2009
5045-Underground Distribution Lines & Feeders -
. : 0 0 0
Operation Supplies & Expenses
5055-Underground Distribution Transformers —
. 0 0 0
Operation
| 5065-Meter Expense | 11,608 | 10,873 | 735 |
| 5070-Customer Premises - Operation Labour | 84 | 0| 84 |
| 5075-Customer Premises - Materials and Expenses | 0| 0] 0]
| 5085-Miscellaneous Distribution Expense | 0 | 0| 0|
5095-Overhead Distribution Lines and Feeders - Rental 801 801 0
Paid
| 5096-Other Rent | 5944] 5944 0|
| 5105-Maintenance Supervision and Engineering |  1551| 5781| -4,230|
Reduction represents the change in accounting allocation
caused by the implementation of the AMP commencing June
2010 to charge time over capital and operating jobs. It does
not represent a reduction in costs rather a reallocation
| 5114-Maintenance of Distribution Station Equipment | 53,105| 24,313| 28,792 |
Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation driven
by the phase-in of the Asset Management Plan
| 5120-Maintenance of Poles, Towers and Fixtures | 85255| 45697 | 39.558 ]
Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation driven
by the phase-in of the Asset Management Plan.
| 5125-Maintenance of Overhead Conductors and Devices | 91,276 | 65,593 | 25,683 |




Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation driven
by the phase-in of the Asset Management Plan.
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| 5130-Maintenance of Overhead Services

| 38,374 |

11,775 |

26,599 |

Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation driven
by the phase-in of the Asset Management Plan

5135-Overhead Distribution Lines and Feeders - Right of
Way

102,929

70,202

32,727

Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation driven
by the phase-in of the Asset Management Plan.

| 5145-Maintenance of Underground Conduit

| 5,838]

7,112 |

-1,274 |

5150-Maintenance of Underground Conductors and
Devices

28,953

3,460

25,493

Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation driven
by the phase-in of the Asset Management Plan

| 5155-Maintenance of Underground Services

| 1,063 |

2,383 |

-1,320 |

| 5160-Maintenance of Line Transformers

| 21,147 ]

8,326 |

12,821 |

Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation driven
by the phase-in of the Asset Management Plan

| 5175-Maintenance of Meters

| 5187

14,198 |

-9,011 |

Reduction due to the deployment of smart meters

| 5190-Water Heater Controls - Labour

| 10,629 |

24,644 |

-14,015 |

This US0A is not a revenue requirement item for the LDC.
The program was re-evaluated and phased-out in mid-2010
as it was deemed to no longer be driving any benefit to the
LDC or rate payers. No costs have been included for the
2011 test year.
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2 2011 Test VS 2010 Bridge

2011 2010 2011 vs.

Account Description Test Bridge 2010

| 5005-Operation Supervision and Engineering | 0| 4726]| -4,726|
In 2011 all supervision and engineering costs spread over all
operation, maintenance, and capital jobs

| 5016-Distribution Station Equipment - Operation Labour | 0| 0| 0|
5017-Distribution Station Equipment - Operation 7 945 7714 231
Supplies and Expenses ' '
5020-Overhead Distribution Lines and Feeders - 0 133 133
Operation Labour
5025-Overhead Distribution Lines & Feeders - Operation 55 55 0
Supplies and Expenses

| 5035-Overhead Distribution Transformers- Operation | 0] 0| 0]

5040-Underground Distribution Lines and Feeders -

Operation Labour 22,372 23,671 -1,299

5045-Underground Distribution Lines & Feeders -

Operation Supplies & Expenses 0 0 0
5055-Underground Distribution Transformers —
. 0 0 0
Operation
| 5065-Meter Expense | 9684| 11,608| -1,924 |
| 5070-Customer Premises - Operation Labour | 0| 84 | -84 |
| 5075-Customer Premises - Materials and Expenses | 0] 0| 0|

| 5085-Miscellaneous Distribution Expense | 0| 0] 0]
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Account Description 2011 2010 2011 vs.
P Test Bridge 2010
5095-Overhead Distribution Lines and Feeders - Rental 801 801 0
Paid
| 5096-Other Rent | 5944| 5944 ] 0|
| 5105-Maintenance Supervision and Engineering | 0] 1551] -1551]
In 2011 all supervision and engineering costs spread over all
operation, maintenance, and capital jobs
| 5114-Maintenance of Distribution Station Equipment | 27,923| 53,105| -25,182 |
Variance primarily due to a reduction in materials costs of
$21,000
| 5120-Maintenance of Poles, Towers and Fixtures | 145926| 85255| 60,671
Increased labour effort from 2010 plus higher associated
V&E, supervision, material, and contingency costs plus
labour cost escalation driven by the full implementation of the
Asset Management Plan vs the start of the phase-in in 2010
| 5125-Maintenance of Overhead Conductors and Devices | 126,867 | 91,276 | 35,591 |
Increased labour effort from 2009 plus higher associated
V&E, supervision, material, and contingency costs plus
labour cost escalation driven by the full implementation of the
Asset Management Plan vs the start of the phase-in in 2010
| 5130-Maintenance of Overhead Services | 35524| 38374| -2,850|
Reduced labour effort from 2009 plus lower associated V&E,
supervision, material, and contingency costs partially offset
by labour cost escalation driven by the full implementation of
the Asset Management Plan vs the start of the phase-in in
2010
5135-Overhead Distribution Lines and Feeders - Right of 103,086 | 102,929 157
Way
| 5145-Maintenance of Underground Conduit | 12624| 5838| 6,786 |

Increased labour effort from 2009 plus higher associated
V&E, supervision, material, and contingency costs plus
labour cost escalation driven by the full implementation of the
Asset Management Plan vs the start of the phase-in in 2010
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Account Description 2011 2010 2011 vs.
P Test Bridge 2010
515(_)-Ma|ntenance of Underground Conductors and 15.772 28.953 | -13.181
Devices
Reduced labour effort from 2009 plus lower associated V&E,
supervision, material, and contingency costs partially offset
by labour cost escalation driven by the full implementation of
the Asset Management Plan vs the start of the phase-in in
2010
| 5155-Maintenance of Underground Services | 428 1,063 ] -635 |
| 5160-Maintenance of Line Transformers | 44994 | 21,147 | 23,847 |
Increased labour effort from 2009 plus higher associated
V&E, supervision, material, and contingency costs plus
labour cost escalation driven by the full implementation of the
Asset Management Plan vs the start of the phase-in in 2010
| 5175-Maintenance of Meters |  5113] 5187 -74 |
| 5190-Water Heater Controls - Labour | 0] 10,629 -10,629 |
This USOA is not a revenue requirement item for the LDC.
The program was re-evaluated and phased-out in mid-2010
as it was deemed to no longer be driving any benefit to the
LDC or rate payers. No costs have been included for the
2011 test year.
2011 Test VS 2006 Actual
Account Description 2011 2006 2011 vs.
Test Actual 2006
| 5005-Operation Supervision and Engineering | 0| 18,891| -18,891 |
In 2011 all supervision and engineering costs spread over all
operation, maintenance, and capital jobs
| 5016-Distribution Station Equipment - Operation Labour | 0] 0| 0|
5017-Distribution Station Equipment - Operation 7.945 6.691 1.254

Supplies and Expenses
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Test Actual 2006
Incremental costs represent escalation on Bell interval meter
line costs and property taxes
5020-Oyerhead Distribution Lines and Feeders - 0 3.607 3,607
Operation Labour
No work identified in 2011 Asset Management Plan
5025-Overhead Distribution Lines & Feeders - Operation
) 55 55 0
Supplies and Expenses
| 5035-Overhead Distribution Transformers- Operation 0] 401 | -401 |
5040-Upderground Distribution Lines and Feeders - 22.372 8.631 13.741
Operation Labour
Increased labour effort from 2006 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2006 driven by the full implementation of the Asset
Management Plan
5045-Underground Distribution Lines & Feeders -
. : 0 0 0
Operation Supplies & Expenses
5055-Underground Distribution Transformers —
. 0 0 0
Operation
| 5065-Meter Expense 9,684 11,313] -1,629 |
| 5070-Customer Premises - Operation Labour 0] 110 | -110 |
| 5075-Customer Premises - Materials and Expenses 0] 20 | -20 |
| 5085-Miscellaneous Distribution Expense 0| 600 | -600 |
5095-Overhead Distribution Lines and Feeders - Rental 801 801 0
Paid
| 5096-Other Rent 5,944 | 0] 5944]
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2006 Bell Joint Use expense was charged on a retroactive
basis in 2007
| 5105-Maintenance Supervision and Engineering | 0] 5065] -5065]
In 2011 all supervision and engineering costs spread over all
operation, maintenance, and capital jobs
| 5114-Maintenance of Distribution Station Equipment | 27,923] -11,903| 39,826 |
2011 expenses approximately $5,000 higher after adjusting
for one time Ontario Hydro Meter credit of $34,200 in 2006
| 5120-Maintenance of Poles, Towers and Fixtures | 145,926 | 39,962 | 105,964 |

Increased labour effort from 2006 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2006 driven by the full implementation of the Asset
Management Plan.

| 5125-Maintenance of Overhead Conductors and Devices | 126,867 | 94,237 | 32,630 |
Increased labour effort from 2006 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2006 driven by the full implementation of the Asset
Management Plan.

| 5130-Maintenance of Overhead Services | 35524 11,439 | 24,085 |
Increased labour effort from 2006 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2006 driven by the full implementation of the Asset
Management Plan

5135-Overhead Distribution Lines and Feeders - Right of

103,086 45,123 57,963
Way

Increased labour effort from 2006 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2006 driven by the full implementation of the Asset
Management Plan.

| 5145-Maintenance of Underground Conduit | 12,624 ] 733 ] 11,891
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Account Description 2011 2006 2011 vs.
Test Actual 2006
Increased labour effort from 2006 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2006 driven by the full implementation of the Asset
Management Plan
515(_)-Ma|ntenance of Underground Conductors and 15.772 2141 13.631
Devices
Increased labour effort from 2006 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2006 driven by the full implementation of the Asset
Management Plan
| 5155-Maintenance of Underground Services | 428 2126 -1,698]
| 5160-Maintenance of Line Transformers | 44,994 | 10,234 | 34,760 |
Increased labour effort from 2006 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2006 driven by the full implementation of the Asset
Management Plan
| 5175-Maintenance of Meters | 5113 4,730 383 |
| 5190-Water Heater Controls - Labour | 0| 9,482] -9482 |
This US0A is not a revenue requirement item for the LDC.
The program was re-evaluated and phased-out in mid-2010
as it was deemed to no longer be driving any benefit to the
LDC or rate payers. No costs have been included for the
2011 test year.
2011 Test VS 2009 Actual
Account Description 2011 2009 2011 vs.
P Test | Actual | 2009
| 5005-Operation Supervision and Engineering | 0] 17,505] -17,505 ]

In 2011 all supervision and engineering costs spread over all
operation, maintenance, and capital jobs
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Account Description 2011 2009 2011 vs.
P Test Actual 2009
| 5016-Distribution Station Equipment - Operation Labour 0] 0| 0]
5017-D|str|but|on Station Equipment - Operation 7.945 7.499 446
Supplies and Expenses
5020-Overhead Distribution Lines and Feeders - 0 3.569 3,569
Operation Labour
No work identified in 2011 Asset Management Plan
5025-Overhead Distribution Lines & Feeders - Operation
) 55 55 0
Supplies and Expenses
| 5035-Overhead Distribution Transformers- Operation 0| 180 | -180 |
5040-U_nderground Distribution Lines and Feeders - 22372 10,875 11,497
Operation Labour
Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2009 driven by the full implementation of the Asset
Management Plan
5045-Underground Distribution Lines & Feeders -
. : 0 0 0
Operation Supplies & Expenses
5055-Underground Distribution Transformers —
. 0 0 0
Operation
| 5065-Meter Expense 9,684 | 10,873| -1,189 |
| 5070-Customer Premises - Operation Labour 0| 0| 0|
| 5075-Customer Premises - Materials and Expenses 0] 0| 0|
| 5085-Miscellaneous Distribution Expense 0] 0| 0|
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5095-Overhead Distribution Lines and Feeders - Rental 801 801 0
Paid
| 5096-Other Rent | 5944] 5944 ] 0|
| 5105-Maintenance Supervision and Engineering | 0] 5781 -5781]
In 2011 all supervision and engineering costs spread over all
operation, maintenance, and capital jobs
| 5114-Maintenance of Distribution Station Equipment | 27,923| 24313] 3,610 ]
Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2009 driven by the full implementation of the Asset
Management Plan
| 5120-Maintenance of Poles, Towers and Fixtures | 145926 | 45,697 | 100,229 |

Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2009 driven by the full implementation of the Asset
Management Plan.

| 5125-Maintenance of Overhead Conductors and Devices | 126,867 |

65,593 |

61,274 |

Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2009 driven by the full implementation of the Asset
Management Plan.

| 5130-Maintenance of Overhead Services | 35,524 |

11,775 |

23,749 |

Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2009 driven by the full implementation of the Asset
Management Plan

5135-Overhead Distribution Lines and Feeders - Right of

Way 103,086

70,202

32,884
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Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2009 driven by the full implementation of the Asset
Management Plan.
| 5145-Maintenance of Underground Conduit 12,624 | 7,112 9,164 ]
Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2009 driven by the full implementation of the Asset
Management Plan
515(_)—Ma|ntenance of Underground Conductors and 15.772 3.460 12.312
Devices
Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2009 driven by the full implementation of the Asset
Management Plan
| 5155-Maintenance of Underground Services 428 | 2,383| -1,955 |
| 5160-Maintenance of Line Transformers 44994 | 8,326 | 36,668 |
Increased labour effort from 2009 plus higher
associated V&E, supervision, material, and
contingency costs plus labour cost escalation from
2009 driven by the full implementation of the Asset
Management Plan
| 5175-Maintenance of Meters 5113 | 14,198 | -9,085 |
Reduction due to deployment of smart meter program
| 5190-Water Heater Controls - Labour 0| 24,644| -24644 |

This USOA is not a revenue requirement item for the LDC.
The program was re-evaluated and phased-out in mid-2010
as it was deemed to no longer be driving any benefit to the
LDC or rate payers. No costs have been included for the
2011 test year.
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Account Description

2006 EDR
Approved

2006
Actual

2006 vs.
2006
EDR

| 5310-Meter Reading Expense

42,813 |

41,342 |

-1,470 |

| 5315-Customer Billing

157,434 |

210,790 |

53,356 |

Computer software & office equipment maintenance which
included an upgrade to our system in 2006 from 2004 to
enhance our interval meter data. Due to retailer traffic in the
2006 calendar year over the years used in the 2006 EDR
process there was an increased cost in our spoke service.
An increase in labour cost of 3% per year from the years
used for the 2006 EDR to the 2006 actual, combined with an
increase with overhead costs. PSP underwent a training
program to better enable staff to use the Harris billing
system. In late 2006 PSP joined forces with two other utilities
and a consulting firm to create a billing company that would
allow us all to achieve synergies for the back office side of
billing. As part of the conversion process with the new billing
company PSP chose to print bills in house and had
increased costs for stationary etc.

| 5320-Collecting

82,770 |

107,646 |

24,876 |

The variance in 5320-collecting of $24,876 from 2006 EDR
to 2006 actual is detailed as follows: during the 2004
calendar year better collection practices and policies resulted
in payment of previously written-off accounts. As a result of
these payments the bad debts expense for 2004 calendar
year was in a negative position reflecting a lower than
normal collection cost. An increase in collection activities
caused by market opening costs of power increases and the
provincial government legislation found PSP's labour,
overhead and equipment costs increased.

| 5325-Collecting- Cash Over and Short

35 |

95 |

60 |

| 5335-Bad Debt Expense

0]

15,669 |

15,669 |

| 5340-Miscellaneous Customer Accounts Expenses

| 5410-Community Relations - Sundry

13,011 |

16,897 |

3,886 |
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Account Description i%%?fvzlg Azc(iggl 2006
EDR
An increase in community activities such as outdoor festivals
and other outdoor community programs such as Farmer's
Markets and Dragon Boat Festival directly caused an
increase in labour and overhead costs.
| 5415-Energy Conservation | 10,648 | 10,648 |
No energy conservation costs were incurred in this account
prior to the 2006 calendar year. In the 2006 calendar year
the costs related to CDM customer education programs and
activities.
| 5420-Community Safety Program | 925 | 925 |
5420 Community Safety programs - PSP uses this account
to record the costs of advertising etc for community safety
programs and this account was not used until the 2006
calendar year.
5425-Miscellaneous Customer Service and Informational 2185 5185
Expenses ’ ’
5425 was not used until the 2006 calendar year. The costs
incurred are for participation is a privacy policy development
and the introduction of a customer oriented web-site.
| 5605-Executive Salaries and Expenses | 18,892 15820] -3,072]

The restructuring of the Board of Directors and the allocation
of costs relating to their activities caused a decline in the
2006 actual costs.

| 5610-Management Salaries and Expenses |

| 5615-General Administrative Salaries and Expenses | 166,667 | 164,885 | -1,781 |
5615 remained fairly consistent with the 2006 actual.
| 5620-Office Supplies and Expenses |  33845| 28,689 | -5156 |

5620- This account is used to capture the cost relating to
general operation of the office. Small equipment
maintenance, postage, membership fees, courier fees, bank
charges not relating to interest expense, seminars,
Insurance and general office supplies. Because most of
these costs are incurred on an as-needed basis, the 2006
actual costs were below average.

| 5630-Outside Services Employed |

153,904 | 137,944 | 15,960) |
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5630 - Outside services costs include accounting, legal and
other consulting costs. During the 2004 calendar year PSP
had an increase in legal costs due to the transfer of our
banking arrangements and general security agreements.
2004 also had an increase in consulting costs relating to the
electrical industries need for total loss factor calculations and
rate setting processes, therefore the 2006 costs are closer to
the annual true cost of outside services.
| 5635-Property Insurance | 514 | 0| -514 |

| 5640-Injuries and Damages

| 5655-Regulatory Expenses

9,372 | 15267] 5,895 |

5655- This account in used to capture the costs relating to

operating in the regulatory environment. The increases from

2006 EDR to 2006 Actual are a direct result of OEB cost
increases and Electrical Safety Authority Cost increases.

| 5660-General Advertising Expenses

| 5665-Miscellaneous General Expenses

76,417 | 2,682 ] -73,734 ]

5665-An adjustment made during the 2006 EDR Process
caused the 2006 EDR approved balance to be higher than
normal.

| 5670-Rent | | | -
| 5685-Independent Market Operator Fees and Penalties | 88 | | -88 |
| 6105-Taxes Other Than Income Taxes | 8,755 | | -8,755 |

6105-the 2006 EDR process allowed for $8,755 in taxes

other than income tax. PSP uses 6110 to record the costs of

income taxes.
| 6205-Donations | 100 | 50 | -50 |

2007 Actual to 2006 Actual

2007 2006
Account Description Actual Actual 2007 vs 2006
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5310-Meter Reading Expense

47,648

41,342 6,306

5310-This increase in meter reading expense is labour and related
burden expense. Due to customer movement activity PSP
conducted more in-house meter reads and re-reads in 2007.

5315-Customer Billing

190,826

210,790 (19,964)

5315- There was a decrease in office & computer equipment
maintenance of $7600 and a decrease in a contract paid for
outside billing services of $79,000. A decrease in training costs of
$2000 and a decrease in stationary of $4500 and an increase of
printing & stuffing costs of $6000, an increase in postage of $2500
and an increase in EBT costs of $7500 and a new cost for shared
billing services of $58,000. The end result is a decrease of
$19,964.

5320-Collecting

108,645

107,646 999

5320 - The Collection costs remained relatively consistent.

5325-Collecting- Cash Over and Short

(30)

95 (125)

5335-Bad Debt Expense

(4,398)

15,669 (20,067)

In 2007 PSP recovered previously written off accounts resulting in
a $4400 credit balance in comparison to the $15,600 balance.

5340-Miscellaneous Customer Accounts Expenses

5410-Community Relations - Sundry

13,368

16,897 (3,529)

-5410 - a decrease in labour, overhead and equipment costs
because of less interaction in community minded programs.

5415-Energy Conservation

75,485

10,648 64,837

5415- an increase 3rd tranche CDM spending in 2007 over 2006
caused a $64,000 increase. A customer survey $1000, CDM
Education programs $20,500, CDM promotions $4,000, DR
programs $30,000 and low income incentive programs make up
the balance of the $64,837 change.

5420-Community Safety Program

948

925 23

5425-Miscellaneous Customer Service and Informational
Expenses

2,185 (2,185)
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5605-Executive Salaries and Expenses 8,147 15,820 (7,673)
5606- the decrease in 2007 over 2006 is caused by convention

and seminar cost decrease. The current Board of Directors has

been in place for a few years and the education gained from

conventions and seminars is usually conducted in the introductory

year.

5610-Management Salaries and Expenses - - -
5615-General Administrative Salaries and Expenses 170,034 164,885 5,149
5615- the increase in 2007 over 2006 is a direct result of a 3%

salary increase.

5620-Office Supplies and Expenses 32,062 28,689 3,373
5620 - an increase in advertising costs of $1800, non interest bank

charges increase by $800, small increase in courier and stationary

supplies make up the increase.

5630-Outside Services Employed 124,227 137,944 (13,717)
5630- a $7700 decrease in the admin fee charged from the

affiliate, a $9800 decrease in Regulatory/Finance Consultants fees

and a $3600 increase in the audit fee due to new auditing

guidelines. This results in a $13,717 decrease.

5635-Property Insurance - - -
5640-Injuries and Damages 1,000 - 1,000
5640- $1000 cost increase resulting from an insurance claim.

5655-Regulatory Expenses 12,110 15,267 (3,157)
5655- the $3000 decrease was caused from a load shape analysis

conducted by Hydro One in 2006. Other regulatory costs

remained consistent.

5660-General Advertising Expenses - - -
5665-Miscellaneous General Expenses - 2,682 (2,682)

5665- this cost category was not used in 2007.
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5670-Rent

5685-Independent Market Operator Fees and Penalties

6205-Donations

100

50

50
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1 2008 Actual VS. 2007 Actual
2008 2007 2008 vs.
OEB Account Name
OEB No Actual Actual 2007
| 5310 - Meter Reading Expense 52,540.46 |  47,647.98 |  4,892.48 |
Number of customers increased in 2008 therefore labour, truck
time, Contractor and overhead costs all increased
\ 5315 - Customer Billing 240,028.29 190,825.66 49,202.63
Labour and overhead increased because of a re-allocation of staff
to billing plus a 3% increase in wages
5320 - Collecting 81,059.01 |  108,645.36 | (27,586.35) |
This decrease is a re-allocation of staff from Collecting to Billing
plus a 3% wage increase
| 5325 - Collecting - Cash Over and Short 0.00 | (30.00) | 30.00 |
5330 - Collection Charges 0.00 | 0.00 | 0.00 |
| 5335 - Bad Debt Expense 000| (4,397.86) |  4,397.86 |
In 2007 wrote off uncollectable accounts, did not write anything off
in 2008
\ 5340 - Miscellaneous Customer Accounts Expenses 0.00 | 0.00 \ 0.00 \
| 5400 - Community Relations 0.00 | 0.00 | 0.00 |
| 5405 - Supervision 0.00 | 0.00 | 0.00 |
| 5410 - Community Relations - Sundry 12,948.34 |  13,367.73|  (419.39) |
| 5415 - Energy Conservation 39,432.40 |  75,485.17 | (36,052.77) |
The decrease in 2008 is caused by the balance of 3rd tranche
money being spent in 2008
| 5420 - Community Safety Program 0.00 948.00 |  (948.00) |
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Miscellaneous Customer Service and Informational

5425 - Expenses 0.00 0.00 0.00
| 5505 - Supervision 0.00 | 0.00 | 0.00 |
\ 5510 - Demonstrating and Selling Expense 0.00 | 0.00 \ 0.00 \
| 5515 - Advertising Expense 0.00 | 0.00 | 0.00 |
\ 5520 - Miscellaneous Sales Expense 0.00 | 0.00 \ 0.00 \
| 5605 - Executive Salaries and Expenses 6,889.67 | 8,147.35 | (1,257.68) |
In 2008 there were no conventions or seminars costs incurred
\ 5610 - Management Salaries and Expenses 0.00 | 0.00 \ 0.00 \
| 5615 - General Administrative Salaries and Expenses 204,545.58 | 170,033.66 | 34,511.92 |
Salaries increased at the beginning of 2008 by 3% as per union
contract plus a reallocation of staff time
| 5620 - Office Supplies and Expenses 3442636 |  32,062.34|  2,364.02 |
In 2008 there was a slight increase in fees and memberships,
contractors, Ontario Electric League, courier and postage
| 5625 - Administrative Expense Transferred-Credit 105,513.78 | 0.00 | 105,513.78 |
In 2007 the Admin Expense was Allocated to Outside Services
Employed therefore in 2007 the Admin expense was $106,919 So
there was actually a slight decrease due to PSES expenses
decreasing slightly
15630 - Outside Services Employed 24,216.07 |  124,227.13 | (100,011.06) |
In 2007 the Admin Expense was Allocated to Outside Services
Employed therefore in 2007 the Admin expense was $106,919 So
there was actually a slight increase in the actual expense for
outside service for 2008 because a consulting firm was hired to
review Parry Sound Powers ARC.
| 5635 - Property Insurance 0.00 | 0.00 | 0.00 |
| 5640 - Injuries and Damages 0.00 | 1,000.00 |  (1,000.00) |
\ 5645 - Employee Pensions and Benefits 0.00 | 0.00 \ 0.00 \
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\ 5650 - Franchise Requirements 0.00 | 0.00 \ 0.00 \
| 5655 - Regulatory Expenses 38,246.27 |  12,109.97 | 26,136.30 |

In 2008 there was an adjustment made to the treatment of OEB

assessment costs; there was labour and associated overhead

expense during 2008 as part of the prior cost of service

application process.
\ 5660 - General Advertising Expenses 0.00 | 0.00 \ 0.00 \
\ 5665 - Miscellaneous Expenses 0.00 | 0.00 \ 0.00 \
5670 - Rent 50,351.37 | 0.00| 50,351.37 |

This is rent from Parry Sound Energy Services based on their

lease cost and property tax. This cost was first recorded in 2008.
\ 5675 - Maintenance of General Plant 0.00 | 0.00 \ 0.00 \
| 5680 - Electrical Safety Authority Fees 0.00 | 0.00 | 0.00 |
\ 5685 - Independent Market Operator Fees and Penalties 0.00 | 0.00 \ 0.00 \
| 6205 - Donations 0.00 | 100.00 |  (100.00) |

1
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1 2009 Actual VS. 2008 Actual
OEB 2009 2008 2009 vs.
OEB Account Name
No Actual Actual 2008

| 5310 - Meter Reading Expense |  55,588.74| 52,540.46 | 3,048.28 |

Number of customers increased and the Number of Check reads

that cost $3.96 each increased in 2009
| 5315 - Customer Billing | 249,424.85| 240,028.29 | 9,396.56 |

Parry Sound Energy only charged for one quarters worth of billing

and printing costs in 2008 and in 2009 there was a full year of

billing and printing costs billed and the cost of postage increased

in 2009
| 5320 - Collecting | 64,374.06| 81,059.01 | (16,684.95) |

On December 31 2008 a portion of Post retirement Benefits were

allocated to 5320, this was not done in 2009 as a result 2008

expense were higher than 2009
| 5325 - Collecting - Cash Over and Short \ 0.00 | 0.00 | 0.00 |
| 5330 - Collection Charges | 0.00 | 0.00 | 0.00 |
| 5335 - Bad Debt Expense | 11,075.28 | 0.00 | 11,075.28 |

In 2009 wrote off uncollectable accounts, did not write anything off

in 2008
| 5340 - Miscellaneous Customer Accounts Expenses \ 0.00 \ 0.00 \ 0.00 |
| 5400 - Community Relations | 0.00 0.00 | 0.00 |
| 5405 - Supervision | 0.00 | 0.00 0.00 |
| 5410 - Community Relations - Sundry | 2161564 | 12,948.34| 8,667.30 |

In 2009 there was a safety seminar for local elementary schools in

the area and an increase in advertising for environmental,

conservation, and safety ads.
| 5415 - Energy Conservation | 0.00 39,432.40 | (39,432.40) |

Prior years expense included PSP out of pocket expense for third
tranche spending, in 2009 energy conservation costs are funded

by OPA dollars.



Parry Sound Power Corporation
EB-2010-0140

Exhibit 4

Tab 2

Schedule 3

Page 46 of 62

Filed: October 15, 2010

| 5420 - Community Safety Program 0.00 \ 0.00 \ 0.00 |
Miscellaneous Customer Service and Informational

5425 - Expenses 0.00 0.00 0.00
| 0 - Sales Expenses 0.00 | 0.00 | 0.00 |
| 5505 - Supervision 0.00 | 0.00 | 0.00 |
| 5510 - Demonstrating and Selling Expense 0.00 \ 0.00 \ 0.00 |
| 5515 - Advertising Expense 0.00 | 0.00 | 0.00 |
| 5520 - Miscellaneous Sales Expense 0.00 \ 0.00 \ 0.00 |
| 0 - Administrative and General Expenses 0.00 \ 0.00 \ 0.00 |
| 5605 - Executive Salaries and Expenses 5,934.12 | 6,889.67 |  (955.55) |

In 2009 Directors Insurance decreased by $42.12 compared to

2008. In 2009 there was a shift in directors
| 5610 - Management Salaries and Expenses 0.00 \ 0.00 \ 0.00 |
| 5615 - General Administrative Salaries and Expenses 209,600.46 \ 204,545.58 \ 5,054.88 |

Salaries increased at the beginning of 2009 by 3% as per union
contract plus a staff addition. This means that both Labour and
Overhead expense increased in 2009.

| 5620 - Office Supplies and Expenses

50,001.52 | 34,426.36 | 15,575.16 |

In 2009 there was Computer software Maintenance of $1,933.07

and 0 in 2008. CHEC fees increased in 2009 by $11,605.00.
Conventions and Seminars increased in 2009 by $2,255.50.
Stationary and supplies increased by $695.07.

| 5625 - Administrative Expense Transferred-Credit

131,215.01 105,513.78 | 25,701.23

This expense is billed from Parry Sound Energy Services, based
on 75% of their expenses. There is an increase in the 2009 PSES
shared service costs including a consultant hired for negotiation of
contracts, maintenance increase: new heater installed, repairs to

the sewage lines. Plus addition of an apprentice.
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| 5630 - Outside Services Employed

36,168.77 | 24,216.07 | 11,952.70 |

In 2009 the Audit fee increased $7,000 as a result of CICA
Standards changes. In 2009 there was an increase in legal fees
as a result of an insurance claim.

| 5635 - Property Insurance 0.00 \ 0.00 \ 0.00 |
| 5640 - Injuries and Damages 0.00 | 0.00 | 0.00 |
| 5645 - Employee Pensions and Benefits 0.00 \ 0.00 \ 0.00 |
| 5650 - Franchise Requirements 0.00 | 0.00 | 0.00 |

|5655 - Regulatory Expenses

19,426.66 |  38,246.27 | (18,819.61) |

In 2008 there was an adjustment made to the treatment of OEB
assessment costs; there was labour and associated overhead
expense during 2008 as part of the prior cost of service
application process.

| 5660 - General Advertising Expenses 0.00 \ 0.00 \ 0.00 |
| 5665 - Miscellaneous Expenses 0.00 \ 0.00 \ 0.00 |
| 5670 - Rent 50,405.82 |  50,351.37 | 54.45 |

This is rent from Parry Sound Energy Services based on their

lease cost and property tax. The Property tax from the Town of

Parry Sound increased in 2009.
| 5675 - Maintenance of General Plant 0.00 \ 0.00 \ 0.00 |
| 5680 - Electrical Safety Authority Fees 0.00 | 0.00 | 0.00 |
| 5685 - Independent Market Operator Fees and Penalties 0.00 \ 0.00 \ 0.00 |
| 6205 - Donations 0.00 | 0.00 | 0.00 |
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1 2010 Bridge VS. 2009 Actual
OEB 2010 2009 2010 vs.
OEB Account Name
No Bridge Actual 2009

5310 - Meter Reading Expense 38,154.56 | 55,588.74 | (17,434.18) |

Meter reads done by company in 2010 $2600 for 12 months and

smart meter reading

5315 - Customer Billing | 238,632.13 | 249,424.85| (10,792.72) |

In 2010 there is a maternity lease contrast position at a lower rate
5320 - Collecting | 76,894.98 | 64,374.06 | 12,520.92 |

Increase in Labour and Overhead allocation to Collecting
| 5325 - Collecting - Cash Over and Short | 100.00 | 0.00 | 100.00 |
| 5330 - Collection Charges | 0.00 | 0.00 | 0.00 |
| 5335 - Bad Debt Expense \ 5,200.00 | 11,075.28 | (5,875.28) |

PSP has no formal write off policy, accounts are written off when

deemed uncollectable or bankruptcy notice received. 2009 costs

are higher than 4 year average used for budget and test year
| 5340 - Miscellaneous Customer Accounts Expenses \ 0.00 0.00 | 0.00 |
| 5400 - Community Relations \ 0.00 0.00 | 0.00 |
| 5405 - Supervision | 0.00 | 0.00 0.00 |
| 5410 - Community Relations - Sundry | 14,599.94 | 21,615.64| (7,015.71) |

Programs funded through OPA
| 5415 - Energy Conservation | 0.00 | 0.00 | 0.00 |
| 5420 - Community Safety Program \ 0.00 \ 0.00 | 0.00 |

Miscellaneous Customer Service and Informational

5425 - EXxpenses 0.00 0.00 0.00

| 0 - Sales Expenses \ 0.00 | 0.00 | 0.00 |
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| 5505 - Supervision 0.00 | 0.00 | 0.00 |
| 5510 - Demonstrating and Selling Expense 0.00 \ 0.00 | 0.00 |
| 5515 - Advertising Expense 0.00 | 0.00 | 0.00 |
| 5520 - Miscellaneous Sales Expense 0.00 \ 0.00 | 0.00 |
| 0 - Administrative and General Expenses 0.00 \ 0.00 | 0.00 |
| 5605 - Executive Salaries and Expenses 6,247.74 \ 5,934.12 | 313.62 |
| 5610 - Management Salaries and Expenses 0.00 \ 0.00 | 0.00 |
| 5615 - General Administrative Salaries and Expenses 224,837.54 \ 209,600.46 | 15,237.08 |
Salaries increased at the beginning of 2010 by 3% as per union
contract
| 5620 - Office Supplies and Expenses 106,181.71 \ 50,001.52 | 56,180.19 |
| 5625 - Administrative Expense Transferred-Credit 0.00 | 131,215.01 | (131,215.01) |
Direct Allocation of Shared service costs
| 5630 - Outside Services Employed 66,317.26 | 36,168.77 | 30,148.49 |
In 2010 audit fees double because had to change audit firms.
$7,500 of the increase in Audit fees are because of the disclosure
issues which is a onetime cost
| 5635 - Property Insurance 0.00 \ 0.00 | 0.00 |
| 5640 - Injuries and Damages 0.00 | 0.00 | 0.00 |
| 5645 - Employee Pensions and Benefits 0.00 \ 0.00 | 0.00 |
| 5650 - Franchise Requirements 0.00 | 0.00 | 0.00 |
| 5655 - Regulatory Expenses 54,605.85 | 19,426.66 | 35,179.19 |
In 2010 OEB costs escalated by 2.2% CPI. Regulatory
Advertising remains consistent. Increase in labour and overhead
due to a change in allocation of staff time.
| 5660 - General Advertising Expenses 0.00 0.00 0.00
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| 5665 - Miscellaneous Expenses | 17,000.00 0.00| 17,000.00
$10,000 in training for admin staff and $7,000 in operation staff
training. New costs to Parry Sound Power, Services company
previously paid costs.
| 5670 - Rent \ 50,599.69 | 50,405.82 | 193.87 |
This is rent from Parry Sound Energy Services based on their
lease cost and property tax.
| 5675 - Maintenance of General Plant | 25,385.52 | 0.00| 25,385.52 |
Prior years shared services from affiliate allocated to 5625. Costs
only increased marginally
| 5680 - Electrical Safety Authority Fees | 0.00 | 0.00 | 0.00 |
| 5685 - Independent Market Operator Fees and Penalties | 0.00 | 0.00 | 0.00 |
| 6205 - Donations | 0.00 | 0.00 | 0.00 |
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1 2011 Test VS. 2010 Bridge
OEB 2011 2010 2011 vs.
OEB Account Name
No Test Bridge 2010

|5310 - Meter Reading Expense

19,206.78 | 38,154.56 | (18,947.78) |

Migration to MDMR s set for late 2010 continue to incur costs until

testing complete

| 5315 - Customer Billing | 271,479.91238,632.13 | 32,847.77 |

Full time employee returns and 3% union increase in wage. Small

increase in other billing, software, postage.
| 5320 - Collecting | 99,035.56 | 76,894.98 | 22,140.58 |

Increase 3% union wages and associated overhead plus addition

of one FT in 2011
| 5325 - Collecting - Cash Over and Short \ 100.00 |  100.00 | 0.00 |
5330 - Collection Charges | 0.00 | 0.00 | 0.00 |
| 5335 - Bad Debt Expense | 5,200.00 | 5,200.00 | 0.00 |
| 5340 - Miscellaneous Customer Accounts Expenses \ 0.00 \ 0.00 \ 0.00 |
| 5400 - Community Relations | 0.00 0.00 | 0.00 |
| 5405 - Supervision \ 0.00 | 0.00 0.00 |
| 5410 - Community Relations - Sundry 13,422.65 | 14,599.94 | (1,177.28) |
| 5415 - Energy Conservation | 0.00 | 0.00 | 0.00 |
| 5420 - Community Safety Program | 0.00 | 0.00 | 0.00 |

Miscellaneous Customer Service and Informational

5425 - EXxpenses 0.00 0.00 0.00
| 5505 - Supervision | 0.00 | 0.00 | 0.00 |
| 5510 - Demonstrating and Selling Expense \ 0.00 \ 0.00 \ 0.00 |
| 5515 - Advertising Expense \ 0.00 | 0.00 | 0.00 |
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| 5520 - Miscellaneous Sales Expense 0.00 \ 0.00 \ 0.00 |
| 0 - Administrative and General Expenses 0.00 \ 0.00 \ 0.00 |
| 5605 - Executive Salaries and Expenses 13,929.19 | 6,247.74| 7,681.45 |
Increase in 2011 is result of seminars for new directors. Change
appointed on 3 year rolling term, 2011 change in directors
therefore education costs increase.
| 5610 - Management Salaries and Expenses 0.00 \ 0.00 \ 0.00 |
| 5615 - General Administrative Salaries and Expenses 301,317.68 | 224,837.54 | 76,480.14 |

Salaries increased at the beginning of 2011 by 3% as per union
contract

| 5620 - Office Supplies and Expenses

128,467.69 | 106,181.71 | 22,285.98 |

PSP no longer achieves synergies. General office supplies as
PSP no longer shares office equipment with affiliates.

| 5625 - Administrative Expense Transferred-Credit

0.00 | 0.00 | 0.00 |

| 5630 - Outside Services Employed

46,228.07 | 66,317.26 | (20,089.19) |

Used 2009 value and PSES portion plus Ontario 2.2% CPI
increase

| 5635 - Property Insurance 0.00 \ 0.00 \ 0.00 |
| 5640 - Injuries and Damages 0.00 | 0.00 | 0.00 |
| 5645 - Employee Pensions and Benefits 0.00 \ 0.00 \ 0.00 |
| 5650 - Franchise Requirements 0.00 | 0.00 | 0.00 |

|5655 - Regulatory Expenses

210,929.26 | 54,605.85 | 156,323.41 |

In 2011 OEB costs escalated by 2.2% CPI. Regulatory
Advertising remains consistent. Increase in labour and overhead
due to an addition of one FT on 2011. The estimated costs of the
current rate application recovered over a 4 year period of
$44,064.57 a year. 2009 COS costs at $24,828.82 a year over 4
years. Costs of the Asset Management plan over 4 years are
$30,812.30 a year. Estimated costs of becoming compliant with
ARC $20,166.60 a year over 4 years. Remaining balance of 1606
Org Costs over a 5 year period at $19,435.08 a year.
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|5660 - General Advertising Expenses 0.00\ 0.00\ 0.00|
| 5665 - Miscellaneous Expenses 17,374.00 | 17,000.00 | 374.00 |
| 5670 - Rent 69,527.19 | 50,599.69 | 18,927.50 |

Due to becoming compliant with ARC, PSP will no longer share
costs of building with Affiliates

| 5675 - Maintenance of General Plant

34,140.61 | 25,385.52 | 8,755.09 |

PSP paying 100% and indexed by 2.2%

| 5685 - Independent Market Operator Fees and Penalties

0.00 | 0.00 | 0.00 |

|6205 - Donations

0.00 | 0.00 | 0.00 |
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2011 2006 2011 vs.
OEB No OEB Account Name
N Test Actual 2006
| 5310 - Meter Reading Expense 19,206.78 | 41,342.46 | (22,135.68) |
Migration to MDMR is set for late 2010 continue to incur costs until
testing complete. The major decrease is the cost of physical meter
reading will no longer be incurred.
\ 5315 - Customer Billing 271,479.91 | 210,789.63 | 60,690.28
2011is the result of a reorganized corporate structure —which
includes full time employee returns addition of a 3% union increase.
Small increase in other billing, software, postage.
| 5320 - Collecting | 99,035.56 | 107,646.46 | (8,610.90) |
Same effect as in 5315 -2011is the result of a reorganized corporate
structure —which includes full time employee returns addition of a 3%
union increase. Small increase in other billing, software, postage.
| 5325 - Collecting - Cash Over and Short | 10000 | 95.00 | 5.00 |
| 5330 - Collection Charges | 0.00 | 0.00 | 0.00 |
| 5335 - Bad Debt Expense | 5,200.00 |15,669.13 |(10,469.13) |
2011 is an estimate based on averaging while 2006 actual represents
the uncollectable accounts written off
Miscellaneous Customer Accounts
5340 - Expenses 0.00 0.00 0.00
| 5400 - Community Relations | 0.00 0.00 0.00 |
| 5405 - Supervision | 0.00 | 0.00 0.00 |
| 5410 - Community Relations - Sundry 13,422.65 | 16,896.96 | (3,474.31) |
The 2006 actual value represents dollars spent on CR while 2011 is
the estimate based on average of prior years and work effort
| 5415 - Energy Conservation | 0.00 | 10,648.23 | (10,648.23) |
PSP has not budgeted any non OPA funded CDM in Test year
| 5420 - Community Safety Program | 0.00 | 925.00 [ (925.000 |
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Miscellaneous Customer Service and
5425 - Informational Expenses 0.00 2,185.38 (2,185.38)
PSP has not included this account in the 2011 test year budget

| 5505 - Supervision | 0.00 | 0.00 | 0.00 |
\ 5510 - Demonstrating and Selling Expense \ 0.00 \ 0.00 | 0.00 |
| 5515 - Advertising Expense | 0.00 | 0.00 | 0.00 |
\ 5520 - Miscellaneous Sales Expense \ 0.00 \ 0.00 | 0.00 |
\ 5605 - Executive Salaries and Expenses \ 13,929.19 \ 15,820.27 | (1,891.08) |

2011 is the dollar budget for new directors vs the total spent in 2006

\ 5610 - Management Salaries and Expenses \ 0.00 \ 0.00 | 0.00 |

General Administrative Salaries and
5615 - Expenses 301,317.68 | 164,885.39 | 136,432.29
Salaries increased at the beginning of 2011 by 3% as per union
contract, plus the change in staffing as a result of reorganizing, an
increase in staff and overhead costs.

| 5620 - Office Supplies and Expenses | 128,467.69 | 28,688.78 | 99,778.91 |
Jan 1 2011 PSP no longer achieves synergies. General office
supplies as PSP no longer shares office equipment with affiliates as
seen in 2006 costing.

| 5625 - Administrative Expense Transferred-Credit | 0.00 | 114,641.47 | (114,641.47) |
No longer share services with the affiliate therefore no dollars included in 2011

| 5630 - Outside Services Employed | 46,228.07 | 23,302.63 |22,925.44 |
The 2011 test year cost see an increase in outside services over 2006
actual, the change in audit firms plus an increase in regulatory costs
are the main drivers.

\ 5635 - Property Insurance \ 0.00 \ 0.00 | 0.00 |
| 5640 - Injuries and Damages | 0.00 | 0.00 | 0.00 |
\ 5645 - Employee Pensions and Benefits \ 0.00 \ 0.00 | 0.00 |

| 5650 - Franchise Requirements | 0.00 | 0.00 | 0.00 |
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| 5655 - Regulatory Expenses | 210,929.26 | 15,267.38 | 195,661.88

In 2011 OEB costs escalated by 2.2% CPI. Regulatory Advertising
remains consistent. Increase in labour and overhead due to an
addition of one FTE in 2011. The estimated costs of the current rate
application recovered over a 4 year period of $44,064.57 a year. 2009
COS costs at $24,828.82 a year over 4 years. Costs of the Asset
Management plan over 4 years is $30,812.30 a year. Estimated costs
of becoming compliant with ARC $20,166.60 a year over 4 years.
Remaining balance of 1606 Org Costs over a 5 year period at
$19,435.08 a year.

\ 5660 - General Advertising Expenses \ 0.00 \ 0.00 | 0.00

| 5665 - Miscellaneous Expenses | 17,374.00 |2,682.38 | 14,691.62

In 2011 PSP used this account to track estimated training costs, in
2006 the cost of creating a generation connection agreement and a
website were recorded in 5665

| 5670 - Rent | 69,527.19 | 0.00 69,527.19

Due to becoming compliant with ARC, PSP will no longer share costs
of building with Affiliates

| 5675 - Maintenance of General Plant | 34,140.61 |0.00 34,140.61

Reorganization in 2011 sees PSP paying 100% and indexed by 2.2%,
2006 the affiliated incurred these costs

Independent Market Operator Fees and
5685 - Penalties 0.00 0.00 0.00

| 6205 - Donations 0.00 50.00 | (50.00)
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2011 2009 2011 vs.
OEB No OEB Account Name
. Test Actual 2006
| 5310 - Meter Reading Expense | 19,206.78 55,588.74 | (36,381.96)
Migration to MDMR s set for late 2010 continue to incur
costs until testing complete. The major decrease is the
cost of physical meter reading will no longer be incurred.
\ 5315 - Customer Billing \ 271,479.91 249,424.85 22,055.06
In 2009 employee is on maternity leave and in 2011 the
employee returns and 3% union increase in wage. Small
increase in other billing, software, postage.
\ 5320 - Collecting \ 99,035.56 64,374.06 34,661.50
In 2009 employee is on maternity leave and returned in
2011 and an increase 3% union wages and associated
overhead plus addition of one FTE in 2011
| 5325 - Collecting - Cash Over and Short | 100.00 | 0.00 | 100.00
| 5330 - Collection Charges | 0.00 | 0.00 | 0.00
| 5335 - Bad Debt Expense | 5,200.00 | 11,075.28 | (5,875.28)
2009 actual represents the uncollectable accounts written
off and 2011 is an estimate based on averaging.
Miscellaneous Customer Accounts
5340 - Expenses 0.00 0.00 0.00
| 5400 - Community Relations | 0.00 0.00 0.00
| 5405 - Supervision | 0.00 | 0.00 0.00
| 5410 - Community Relations - Sundry 13,422.65 | 21,615.64 | (8,192.99)
The 2009 actual value represents dollars spent on CR while 2011 is the
estimate based on average of prior years and work effort
| 5415 - Energy Conservation | 0.00 | 0.00 | 0.00
| 5420 - Community Safety Program | 0.00 | 0.00 | 0.00
Miscellaneous Customer Service and
5425 - Informational Expenses 0.00 0.00 0.00




Parry Sound Power Corporation

EB-2010-0140
Exhibit 4

Tab 2
Schedule 3
Page 58 of 62

Filed: October 15, 2010

| 5505 - Supervision | 0.00 | 0.00 | 0.00
\ 5510 - Demonstrating and Selling Expense \ 0.00 \ 0.00 \ 0.00
| 5515 - Advertising Expense | 0.00 | 0.00 | 0.00
\ 5520 - Miscellaneous Sales Expense \ 0.00 \ 0.00 \ 0.00
\ 5605 - Executive Salaries and Expenses \ 13,929.19 \ 5,934.12 \ 7,995.07
Increase in 2011 is result of seminars for new directors.
Change appointed on 3 year rolling term, 2011 will see
change therefore education costs increase.
\ 5610 - Management Salaries and Expenses \ 0.00 0.00 0.00
General Administrative Salaries and
5615 - Expenses 301,317.68 209,600.46 91,717.22
Result of reorganizing and the addition of staffing plus
salary increases at the beginning of 2011 by 3% as per
union contract
\ 5620 - Office Supplies and Expenses \ 128,467.69 50,001.52 78,466.17
As of Jan 1, 2011 PSP no longer achieves synergies.
General office supplies as PSP no longer shares office
equipment with affiliates.
Administrative Expense Transferred-
5625 - Credit 0.00 131,215.01 (131,215.01)
As a result of reorganizing PSP no longer sees the admin fees
transferred from the affiliate.
| 5630 - Outside Services Employed | 46,228.07 36,168.77 | 10,059.30
The 2011 test year costs see an increase in outside
services over 2009 actual. The primary driver is a change
in audit firms.
| 5635 - Property Insurance | 0.00 [ 0.00 | 0.00
\ 5640 - Injuries and Damages \ 0.00 \ 0.00 \ 0.00
\ 5645 - Employee Pensions and Benefits \ 0.00 \ 0.00 \ 0.00
\ 5650 - _Franchise Requirements \ 0.00 \ 0.00 \ 0.00
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5655 - Regulatory Expenses \ 210,929.26 19,426.66 191,502.60
In 2011 OEB costs escalated by 2.2% CPI. Regulatory Advertising remains
consistent. Increase in labour and overhead due to an addition of one FTE in
2011. The estimated costs of the current rate application recovered over a 4
year period of $44,064.57 a year. 2009 COS costs at $24,828.82 a year over
4 years. Cost of the Asset Management plan over 4 years is $30,812.30 a
year. Estimated costs of becoming compliant with ARC $20,166.60 a year
over 4 years. Remaining balance of 1606 Org Costs over a 5 year period at
$19,435.08 a year.
\ 5660 - General Advertising Expenses \ 0.00 \ 0.00 \ 0.00
| 5665 - Miscellaneous Expenses | 17,374.00 1 0.00 | 17,374.00
In 2011 PSP used this account to track estimated training
costs, in 2009 no costs were recorded in 5665
| 5670 - Rent | 69,527.19 | 50,405.82 | 19,121.37
Becoming compliant with ARC Jan 1, 2011, PSP will no
longer share costs with Affiliates
\ 5675 - Maintenance of General Plant 34,140.61 0.00 34,140.61
Becoming compliant with ARC Jan 1, 2011, PSP is
paying 100% and indexed by 2.2%
Independent Market Operator Fees and
5685 - Penalties 0.00 0.00 0.00
| 6205 - Donations | 0.00 0.00 0.00
1
2
3
4
5}
6
7
8
9
10
11
12
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1 The table below sets out the OM&A cost per customer and Full Time equivalent employee.

2 Table 2-1
OMG&A Cost per Customer and FTEE
2006 Actual | 2007 Actual | 2008 Actual| 2009 Actual | 2010 Bridge| 2011 Test
Number of Customers 4,270 4,334 4,362 4,397 4,431 4,464
Total OMA 1,036,543 1,109,310 1,216,114 1,245,779 1,424,803 1,795,417
OMA cost per customer 243 256 279 283 322 402
Number of FTEEs 7.59 7.68 7.91 8.09 10.47 12.52
FTEEs/Customer 0.001779 0.001772| 0.001812 0.001841 0.002363 0.002805
OMA cost per FTEE 136,501 144,450 153,838 153,915 136,063 143,369
# of Customers
2006 Actual | 2007 Actual | 2008 Actual| 2009 Actual | 2010 Bridge| 2011 Test

Residential 2,610 2,643 2,697 2,744 2,778 2,812
GS < 50 kW 505 529 508 495 494 493
GS >50 kW 61 64 66 66 67 68
Sentinel Lights 13 15 13 12 12 12
Street Lighting 1,061 1,061 1,061 1,061 1,061 1,061
usL 20 22 17 18 18 18
Total 4,270 4,334 4,362 4,397 4,431 4,464
Forecast sustomer data

3 Forecast customer details from Load data which represents average of 12 months from the year

4

PSP has not included any one-time costs in this application. Any costs that are incurred over a

period of time have been averaged over the four year period of this cost of service rate

application.

8 PSP has not included expenses that relate to the Green Energy Act
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Regulatory costs as indicated in the variance analysis are presented in the table below.
Regulatory costs for the 2011 rate application, 2009 Rate application (withdrawn), the cost of
the mandated asset management plan and the subsequent changes to the corporate structure
caused by the denial to the ARC exemption application have been considered over a four year

period in our OM&A costs and the costs that have been included are highlighted below:

Table 2-H
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0,
Ongoing Last /0 Chgnge % Change
. Last Year of| _ . in Bridge | Test Year |[.
Regulatory Cost or One Rebasing Bridge Year in Test Year
. Actuals Year vs. Forecast .
Category Time Year 2006 2010 vs. Bridge
2009 Last Year of 2011
Cost? Actual Year
Actuals
OEB Annual Ongoing 6,813 12,530 12,604 1%| 12,899 2%
Assessment
OEB Section 30 .
Costs (OEB initiated) Ongoing i 585 i i
ESA Fees Ongoing 4,154 4,429 4,527 2% 4,626 2%
Regulatory . 0 0
Advertising Ongoing 1,082 1,000 8% 1,022 2%
Annual registration Ongoing 800 800 800 0% 800 0%
Regulatory Labour Ongoing - - 16,240 100% 52,275 69%
Other - - - -
Cost of Service One Time - - - 68,893 100%
Asset Management | o0 Time - - - 30,812 100%
Plan
ARC/ Corporate One Time - - 19,435 100%| 39,602 51%
Changes
Hydro one L°"?‘d One Time 3,500 - - -
Shape Analysis
Subtotal - Ongoing 11,767 19,427 35,171 71,622
Costs
Subtotal - One time 3,500 - 19,435 139,307
costs
Total 15,267 19,427 54,606 210,929
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Shared Services

Summary

PSP currently has plans to change to the corporate structures. PSP filed an application seeking
exemptions to sections of the current Affiliate Relationship Code in April 2009. A subsequent
denial of the application was issued by the board in October 2009. Therefore changes to our
current operational structures are required. To determine the best results for our customers
PSP’s Board of Directors and management have engaged subject matter experts. To ensure
compliance best business practices and policies are in order, management plans to enable the
new operational structure January 1, 2011. Further to the operational regime identified in the
corporate chart above, Parry Sound Energy Services (PSES) currently supplies staffing, vehicle,
equipment, office and operational building space along with management oversight which will
cease to exist as of December 31, 2010. Any monetary synergies currently associated with the
combined operational entities will cease as well. PSP’s 2011 revenue requirement forecast also
reflects these changes. In general terms the operational structure will see changes from PSES
to PSP initially involving staff resources, vehicle and equipment, office furniture and equipment,
building and storage areas. The final plans are not complete, however, Parry Sound Power’s
Board of Directors have mandated ARC compliance by January 1, 2011. The compliance
exercise to achieve compliance is estimated to cost PSP $100,000 which is proposed in this
rate application for recovery over the four year rate period. As finance quickly becomes the
backbone to any well managed business it is imperative to a regulated entity such as PSP to
evolve its business practices to remain viable. Management does understand the need to strive
for further reductions in costs will become the industry standard throughout the rate setting
future. PSP also understand that its’ current business practices are outdated and need to be
brought into line with current management and financial trends. The membership to CHEC and
the investment in UCS will definitely aid PSP in its future endeavors to control costs. Detailed

below is the current org chart and corporate overview.

Overview
PSP as shown in the Corporate Entities chart below Parry Sound Power is 100% owned by the

parent corporation Parry Sound Hydro Corporation PSHC). PSP has two sister corporations:
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Parry Sound PowerGen (PGEN) and Parry Sound Energy Services (PSES). PSPS has “Service
Agreements” with the PSHC, PSES and PGen. These agreements detail the arrangements and
services provided and are attached in the following section Ex 4 Tab 2. The detailed analysis of
the corporate relationship follows the organization chart preceding this section, the detail is
offered to provide the reader with a better understanding of the corporate relationship the
benefits created by this relationship and the pricing structure currently in place. PSHC, PSP,
PSES and PGen have intended this information to assist the reader without dwelling into the

competitive business practices of the affiliate corporations.

Parry Sound Hydro Corporate Entities Chart

Parry Sound Hydro
Corporation (HoldCo)

Parry Sound Power Parry Sound Energy PowerGen
Corporation Services Corporation Corporation
(“Wiresco”) (“Servco”) (“Genco”)
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Detailed Analysis

Parry Sound Hydro Corporation

PSHC being the corporate company owns the building that houses the administration and
operations staff. This building located at 125 William Street Parry Sound Ontario includes office
space, storage/warehouse area and large garage to house the transportation equipment. The
agreement for rental space is between PSHC and PSES, the historical rent was based on the
value of property tax paid during the year and allocate to PSES. PSES allocated the rental costs
(along with other costs detailed later) to the other affiliates based on approximate area of use
PSP 75% & PGen 10%. Management was of the opinion that the former agreement did not
lend itself to “Fair Market” practice based on the rental agreement. Therefore in late 2007 PSHC
had a market value assessment done of the premises at 125 William Street to determine what
the fair market rental rate would be. This assessment was conducted by a certified commercial
real estate appraiser. The formal report results in an increase of the rental space to $62,000
(75% PSP, 15%PSES & 10% P:Gen) per year from the former costs of $4,679 in 2007. This
increase now reflects fair value of the office space used by PSP. This area was described in the
OMA variance in the prior section. PSHC also allocates the costs of the board of directors to
each of the subsidiary companies based on the number of directors that sit the subsidiary board
from the holding company board. PSP has two directors from the PSHC board that hold
directors’ positions on the Power board. These expenses are allocated at cost. Any further costs
incurred by the parent company that are to be shared between the subsidiary corporations are

invoiced at cost to PSES and PSES deals with these expenses accordingly.

Parry Sound PowerGen Corporation
PGen is an electrical generation company licensed by the Ontario Energy Board. PGen
produces hydraulic generation and charges PSP using the actual “Spot” price determined by the

IESO. A copy of the connection agreement is located in the next section.

Parry Sound Energy Services Corporation
PSES “The Services Corporation” retains all the employees and assets, vehicles, equipment,
computers, etc., needed to provide the services to operate the LDC and Generation Company.

The services are charged at cost. PSES is also involved in “Other” competitive” business
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endeavors. PSES is NOT an electrical retailer operating in the electricity market nor does it

portray itself as such.

PSES invoices PSP for services rendered by operations department on a biweekly (payroll)
basis. These costs are tracked by the hour using 15 minute increments for both operations staff
and equipment time involved. The rates invoiced are at the direct hourly cost of the employee
with an added overhead burden.

The equipment time is invoiced at a set hourly rate depending on the vehicle size.

Table 1 PSES’ Equipment Rental Rates

Equipment:
Single Bucket Truck $30.00
Digger Derrick $35.00
Double Bucket Truck $45.00
¥2 Ton Truck $10.00
Chain Saw etc. $10.00

The Operations and Equipment costs are invoiced and allocated on a gl account level to capital,

operations, maintenance and any other relative cost centers.

The admin staff is invoiced on the same time table as operations and equipment. The costs are
true admin wage costs including a payroll burden percentage. These costs are allocated to
various cost pools based on the staff member: General Admin, Regulatory, Customer Billing,
Collecting etc. on a percentage of time spent basis. This allocation is reviewed periodically by

management and changed when considered needed.

This costing approach was created by management using historical time allocation and

management best opinions.

PSP also purchases other services from PSES that allows us to operate effectively by sharing

costs to achieve synergies that in other ways would not be possible. These expenses are
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transferred at cost on a percentage of use methodology. The table below lists the cost centers

and allocation percentages.

Table 2 PSES Allocation of Costs
PSP 75% PGen 10% PSES 15%

Other administration & general

5620
01
02
03
04
05
06
10
11
14
16
17
18
20
21
57
58
59
67
68
70
72

5630
01
02

General admin — other

Office Equipment Maintenance
Computer software maintenance
Photocopier lease and maintenance

Fax machine

Postage meter rental & mailing machine

Postage
Advertising
Fees memberships
Service pins & dinner
Internet access
Courier charges
Bank charges
Rent from Parry Sound Hydro
Gen Admin from Parry Sound Hydro
Conventions/seminars
Insurance
Telephone
Cleaning & other maintenance
Stationery supplies
Mileage & Messenger
Office Supplies Other
Outside services
employed
Audit
Legal
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53

58

99

6215

9085

Amortization of capital
assets

5705-12
5705-13
5705-16
5705-18

Other

Contractors

Damages

Maintenance of general plant
Grounds & Custodial
Snow plowing

Waste disposal

Security system

Labour

Truck Time

Elect., water, sewage, gas
Insurance

Maintenance

Penalties and donations

Trades Training

Office furniture and equipment
Computer equipment
Communications equipment

Load management controllers
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The amortization expense allocated is only the amortization on the assets used for shared

services.

Other

PSP is currently a member of Cornerstone Hydro Electric Concepts Group “CHEC”.

As a shareholder, PSP is very involved with the development of policy processes and shared

agreements amongst the group. As a CHEC group member we have accomplished many things

as a group that as individual LDCs we could not have done without great cost to our customers.

The shared costs of a Finance Coordinator has enabled our group to ensure the many if not all

facets of finance are well managed and up-to-date. Board Staff are well aware of our activities
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and have attended many of our finance meetings, resulting in better relationship with the LDC
and Board Staff, a very favorable result for both parties. A CDM coordinator is also shared
among our group enabling us to achieve synergies and find programs to offer our customers
that we could not accomplish on our own. The “CHEC” organization is well known throughout
the industry and very well respected. Parry Sound participates in this group to its full potential;
we have representation on the CHEC board of directors and the CHEC Finance Steering

Committee.

PSP in late 2006 became a 25% share holder in “Utility Collaborative Services Inc.” This
company provides billing, EBT and reporting services to its members. The operating premise is
based on standards and group efforts to share costs relating to “Back Office” task that would
otherwise be handled by the utility itself or other “Billing” contractors. The simple business case
is shared services with a return of costs based on annual company performance. As UCS
grows, our discounts relating to costing drop in proportion to the number of customers we

represent.
CHARGES TO AFFILIATES FOR SERVICES PROVIDED:
Introduction:

PSP does not charge for affiliate services. As discussed in Exhibit 1, PSP currently
operates with services for staff, vehicles, equipment, back office services shared with the
affiliate Parry Sound Energy Services (PSES). As of January 1, 2011 PSP will no longer

purchase these type of non- compliant services form the affiliate.
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Name of Company 2006 EDR 2006 2007 2008 2009 2010 Bridge 2011 Test
Pricing [ Priceforthe | Costforthe  Priceforthe | Costforthe | Priceforthe | Costforthe | Priceforthe | Costforthe | Priceforthe | Costforthe | Pricgforthe | Costforthe | Priceforthe | Costforthe

From To Senvice Offered | Methodology | Sewvice (§) | Sevice () | Service (§) | Sewice(S) | Senice(§) | Senice($) | Sevice(§) | Sewice(S) | Senice($) | Sewice(§) | Sewice(S) | Senice(§) | Sewice() | Sewice(s) | % Alocation
Parry Sound | Parry Sound

arQ/Ydrooun o preoskes osgsed | mew| mme|  ta| | ewe| e el el sl sl sw| o osso| o ses|  ses| 006
Parry Sound | Parry Sound

Intercompany Rent |Cost Based 69,527 69,527 100%
Hydro Power
Parry Sound | Parry Sound [Admin Charge | Cost Based 1196%5 | 1196% 114,641 114,641 106919 106919 10551378 10551378| 13121501 13121501 106,744 106,744 5%
Energy Services|  Power
Parry Sound | Parry Sound {Intercompany Rent |Cost Based 50,351 50,351 50,406 50,406 50,600 50,600 100%
Energy Services|  Power
Parry Sound | Parry Sound |Payroll Cost Based 5044103 | 5944113 654,762 654,762 683,461 683,461 786,904 786,904 136,232 136,232 100%
Energy Services|  Power
Bill Printing &

Parry Sound | Parry Sound suffi Cost Based 6,098 6,09 1521 1527 6,215 6,215 6,351 6,351 100%
Energy Services|  Power !
Parry Sound | Parry Sound |Engineering Cost Based 0488 30488 2,184 2,184 18,9% 18,9% 20490 20490 28125 8125 6,278 6,278 100%
Energy Services|  Power
Total Purchases from Affiliates §763486) $763486) $799958|  §799.958|  $821941|  $82L041|  $97L420|  $97LA420|  $952613| 9952613  $I7T5AT2[  $175AT2|  $75192)  $75192
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Purchase of Products and Services from Non-Affiliates:

Like other distributors, PSP purchases many services and products from third parties. The two
tables below illustrate expenditures on purchased products and services are presented in the
table below.

Purchase of Service Table



Purchase of Services

Company

A & L Line Construction

AESI Acumen Engineered Solutions
AF Pollution Abatement Systems, Inc.
Bay Area Electrical Co Ltd

Bel Volt Sales Ltd

Bell Canada

Bell Canada Special Billing

Bell Mobility-Special Billing

Blue Line Innovations Inc

Borden Ladner Gervais

Burlington Business Forms

Description

Replace 46KV Insulators, Poles and Conductor
ESA Audit

Oclansorb

Meter Base Repair

46KV 900AMP Inline Switches
Primary Metering

Pole Rentals

Implementation for Private/Static IP
PowerCost Monitors

2011 rate application

Hydro Invoices & Prepaid envelopes

Burman Energy Consultants Group Inc Power Savings Blitz

Cam Tran Co. Ltd

Canada Brokerlink(Ontario)Inc
Canada Post Corporation

CHEC

Collus Power Corp.

Cull, Gordon & Gingrich

D&F Clouthier Group Enterprises Inc.

Operations Supplies
Insurance renewal

Postage

Membership Dues

Load Management Services
Audit fees

Lighting Retrofit

De Lage Landen Financial Services Ca Lease Pymt-Postage Machine

Dearness Enviromental Society
Dell Computer

E360

Electrical Safety Authority
Electricity Distributors Association
Electricity Safety & Conservation
Elenchus Research Associates Inc.
Elster Metering

Environment Network
Enerspectrum Group

Enterprise Rent-a-Car
Environment Network

General Electric Canada Inc
Gord Eamer Enterprises

Grafton Utility Supply

Green Group

DC Academic Program

Server

ARC Work

Regulatory Oversight Cost Recovery Acct#27660
Membership fees

Safety Seminars for Schools

Rate Rebasing

Meters

Supplies

Power Savings Blitz

Car Rental

Enrolment Confirmation for Peak Savers Program

Oil samples & Analysis; Transformer Rental & Inspections

Third Tranche CDM Assistance
Transfomers and Supplies
conservation activities/programs

Green-Port Environmental Managers L Disposal of PCB's

Guelph Utility Pole Company Ltd
Guillevin International Co

GWS Tree Service & Contracting
Harris

HD Supply Utilities

Home Hardware

Hydro One Networks Inc

Poles

Materials

Remove Tree

Remote Consulting Services with Carrie Allen
Transformers and Supplies

Miscellaneous Supplies

Connection & Network Charges

Independent Electricity System Operat« Power Purchased

Contract/
Cost

Cost
Cost
Cost
Cost
Cost
Contract
Contract
Cost
Cost
Cost
Cost
Cost
Cost
Contract
Cost
Contract
Contract
Contract
Cost
Contract
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Contract
Contract
Contract
Contract
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Contract
Contract
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2007 2008 2009
Total Cost Total Cost Total Cost
- 8,925.00 241,500.00
1,804.32 1,819.70 1,869.67
- - 1,351.10
- 1,395.13
225.68 - 2,915.40
14,020.86 7,968.78 9,004.56
11,788.93 6,507.65 6,396.83
- - 35,070.00
3,495.00 -
- - 2,691.03
- 3,712.05 2,967.05
- - 77,118.25
3,882.84 - -
12,140.28 12,760.20 13,157.64
19,991.24 17,041.95 21,149.66
4,452.88 5,283.51 26,509.93
384.67 818.12 -
7,950.00 9,450.00 11,025.00
- - 11,325.00
2,857.03 2,834.04 2,638.89
9,817.45 - -
- 14,393.94
- - 42,216.57
2,655.89 2,715.46 2,780.90
- 7,035.00 14,700.00
- - 2,567.25
- 66,543.02 -
10,041.29 7,451.77 445,105.77
14,917.14 - -
- 5,780.29 111,849.96
- - 1,886.88
- 11,524.80 -
85,527.94 349,563.81 15,048.64
2,227.43 12,393.02 -
36,759.28 - -
13,960.30 14,936.01 3,150.00
- 10,996.65 -
- 10,921.45 5,020.59
- 937.90 5,849.78
- 1,732.50 -
1,160.52 - 56,643.05
36,020.80 44,151.76 59,516.54
8,151.20 237.88 58.56
1,102,821.32 1,064,344.20 827,457.86
6,795,861.21 5,520,869.37 6,175,387.11



Infrared Thermographic Analysis Inc.

Kinetiq Canada Ltd.
LaPrairie Inc.

Loud Advertising
MEARIE

Metroland NorthMedia
Minister of Finance
Minuteman Press
MooseFM

National Wireless
Nedco

North Star/Beacon Star
Olameter Inc

Ont Electricity Finance Corp-Pils

Infrared Inspection of Overhead Distribution Lines
Smart Meter ODS

Materials

Smart Meter Inserts

Comprehinsive Liability Policy

Newspaper Ads

PIL Installment

Envelopes, Bill Inserts, misc forms,

Radio Ads

Installation and Warrenty of Wide Area Network
Operations Supplies

Newspaper Ads

Meter Testing

Payments in Lieu of Tax

Ontario Electricity Financial Corporatior Debt Retirement Charge

Ontario Energy Board
Ontario Power Authority-Programs
Orr's Fine Meats & Deli

Parry Sound Area Chamber of Comme Membership Dues & Home Show Booth Registration Cost

Parry Sound District Housing

Parry Sound Energy Services Corporat Labour, equipment, admin and office costs purchased from A

Parry Sound Powergen Corporation
Parry Sound Hydro
Peterborough Utilities Services Inc
Purolator Courier Ltd

RDI Consulting Inc.

Receiver General

Rodan Energy Solutions Inc
Savage Data Systems Ltd
Shibley Righton LLP in Trust
Stenic Productions Inc.
T.D.Canada Trust

T.D.Visa

The ITM Group

The SPI Group

Tiltran Services

Town of Parry Sound

URB, Division of Olameter Inc
Util-Assist

Utilities Standards Forum
Utility Collaborative Services
Utility Financial Concepts Inc

Assessments
OPA Programs
Lunchs

Purchase of Refrigerators & Light Replacements

Cost of Power purchased from affiliate
Director's Fees Invoiced from Holding Company
MSP Billing

Courier

ARC Review

GST

Asset Management Plan

Settlement Services

Cost Claim of SEC

Ground Sockets for Clotheslines

Miscellaneous Payments-retailers, visa, pap etc
Visa Charges

Network Management, Spare Router, Email Access etc
EBT Hub Services

Test Transformer at MS3

Property Taxes, Interest on Promissory Note, CDM
Meter Reading and Data Collecting Services
Smart Meter Consulting Services

USF Annual Membership Fee

Billing Services

IRM/Cost Allocation Work

Vulnerable Energy Consumers Coalitio Cost Awards Re: 2009 Rates

W.E.H. Developments Ltd
Wallace Klein Partners in Law
Waverunner Communications Inc.
Westburne/Ruddy

Young Utility Equipment Inc.

Connections as per Economic Evaluation
Legal Services

Antenna smart Metering

Misc Supplies - conduit/sleeves...
Materials

Cost
Cost
Cost
Cost
Contract
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Cost
Contract
Contract
Cost
Contract
Cost
Cost
Cost
Contract
Contract
Cost
Cost
Cost
Cost
Contract
Contract
Cost
Cost
Contract
Contract
Cost
Contract
Cost
Cost
Cost
Cost
Cost
Cost
Cost
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- 1,397.75 714.00
- - 5,076.02
- 1,973.89 2,088.58
- - 4,349.80
1,000.00 - 3,421.45
2,920.30 13,688.47 14,376.67
8,151.00 11,408.80 -
1,383.16 513.20 1,797.37
- 1,606.50 428.40
- - 2,842.65
1,411.32 593.82
5,436.74 - -
2,143.77 2,607.51 66,333.66
165,844.95 157,936.00 30,000.00
575,948.64 572,977.42 587,180.92
12,705.25 13,029.88 11,334.29
- - 156,903.48
- 779.11 1,460.10
1,157.20 - 736.93
14,105.60 - -
966,109.24 1,102,708.21 1,145,129.48
291,234.68 354,013.66 214,981.34
6,467.68 182,777.83 181,864.40
3,498.00 11,562.37 42,798.16
837.60 1,084.85 827.12
- 17,425.20 1,117.20
218,058.07 190,523.31 135,023.08
- - 97,419.74
33,512.96 24,897.60 26,382.76
- - 1,399.20
- 9,716.00 -
1,043,519.39 2,429,430.18 792,934.81
15,501.84 22,050.74 19,534.76
3,201.41 2,518.50 34,796.85
3,848.23 4,553.77 4,872.50
2,280.00 - -
3,878,337.21 3,676,764.29 3,808,612.60
39,585.16 38,259.25 22,000.70
18,692.00 17,034.40 37,705.94
- 6,300.00 6,510.00
79,212.94 62,492.37 60,887.32
6,259.02 23,527.47 8,861.56
- - 2,959.69
- 773.76 9,080.95
- 2,244.99 1,682.73
- - 3,969.55
2,164.58 7,232.20 5,139.75
- 3,516.90 16,553.88
15,607,443.44 16,178,582.27 15,824,402.75
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EMPLOYEE COMPLEMENT, BENEFITS AND COMPENSATION

Salaries and Wages

As detailed earlier in the application PSP currently have no employees. The resource used to
supply labour for the PSP"s is billed directly from the affiliate company PSES (Parry Sound
Energy Services). Effective January 1, 2011 PSP will become fully compliant with the ARC and
employ the necessary staff to enable the service level requirement are met. Detailed below are
the items planned and included in this application for staffing commencing January 1, 2011. The
following table summarizes PSP’s employee complement. The table below outlines the current
salary level plus an overhead estimate. As PSP has planned changes to the corporate structure
the costs of benefits and overhead are included in the labour dollars

The unionized staff will be represented by: THE CANADIAN UNION OF PUBLIC EMPLOYEES
AND ITS LOCAL NO. 17, C.L.C. PSP will follow the currently contract in which negotiations was
recently conducted and resulted in a three year collective agreement for the period January 1,
2009 to December 31, 2011. The current contract contains a 3% annual escalation in wages for
all unionized employees. The contract also contains a benefits package. PSP’s projected wage
rates are competitive with other LDCs. Similarly, the non-union staff was also approved for the
same annual wage increase as union employees effective at the beginning of each calendar

year.



Employee Costs

Parry Sound Power Corporation
EB-2010-0140

Exhibit 4

Tab 2

Schedule 6

Page 2 of 2

Filed: October 15, 2010

Last Rebasing
Year

Historical Year
(Bridge Year - 1)

Bridge Year Test Year

Number of Employees (FTEs including Part-Time)

Executive

Management

Non-Union

4.00

Union

8.52

Total

12.52

Number of Part-Time Employees

Executive

Management

Non-Union

Union

Total

Total Salary and Wages

Executive

Management

Non-Union

338,188

Union

729,362

Total

Rzd Rl R

1,067,550

Current Benefits

Executive

Management

Non-Union

Union

Total

Accrued Pension and Post-Retirement Benefits

Executive

Management

Non-Union

Union

Total

Total Benefits (Current + Accrued)

Executive

Management

Non-Union

Union

Total

Rzd ] et e R

Rzd Rl et e R
'

Rzd ] et e R
'
*a|a|a|n|e
'

Total Compensation (Salary, Wages, & Benefits)

Executive

'
©+
'

Management

kil

LRzl
'

Non-Union

Union

Total

Compensation - Average Yearly Base Wages

Executive

Management

Non-Union

Union

Total

Compensation - Average Yearly Overtime

Executive

Management

Non-Union

Union

Total

Compensation - Average Yearly Incentive Pay

Executive

Management

Non-Union

Union

Total

Compensation - Average Yearly Benefits

Executive

Management

Non-Union

Union

Total

Total Compensation

$ - $ 1,067,550

Total Compensation Charged to OM&A

Total Compensation Capitalized

$ - $ 1,067,550
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AMORTIZATION OF CAPITAL ASSETS

Amortization of capital assets is calculated as follows:

PSP uses the pooling of assets for all Distribution System capital assets. General Plant capital
assets are recorded on an individual basis;

» Amortization is calculated on a straight line basis over the estimated remaining useful life of
the assets at the end of the previous year; plus:

» Amortization on capital additions during the current year commences in the month that the
asset is acquired;

* Amortization rates are in line with the rates set out in the OEB’s APH; and

» PSP does not have a formalized amortization policy outlining the points above.

The following outlines the amortization rates used by PSP for each asset group as defined in
the Board’s guidelines on amortization / depreciation rates (Appendix B of the 2006 Electricity
Distribution Rate Handbook).

Details of PSP’s amortization by asset group are provided in the table below, filed as per the
“Filing Guidelines” (Appendix 2-N). The Fixed Asset Continuity Schedules in

Exhibit 2, also detail the accumulated amortization for each of PSP’s asset groups.

USoA Asset Type Life Years
1805 Land NA
1806 Land rights 25
1820 Distribution Station Equipment 30
1830 Distribution Poles, Towers, Fixtures 25
1835 O/H Conductors 25
1840 U/G Conduit 25
1845 U/G Conductors 25
1850 Line Transformers 25
1855 Services 25
1860 Meters 25
1915 Office Furniture & Equipment 10
1940 Misc. Tools / Equipment 10
1910 leashold improvements 5
1920 Software 5
1925 Server 5
1930 Transportation Over 3 ton 8
Transportation Under 3 ton 5
1995 Contributions & Grants * Per asset type
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Opening Less Fully Net for . Total for Depreciation | Depreciation
Balance  |Depreciated | Depreciation Aditions Depreciation vears Rate Expense
p
Account [Description
=) +
@ (b) ©=@-0)] @ 105xd@ | O [ @=1/0) | "=/
1606 |Organization 361,043 20,928.70 340,114 0 340,114 7 0.14 48,588
1805 |Land 74,305 - 74,305 0 74,305 0 0 -
1806 |Land Rights 35,048 34,548.00 500 0 500 25 0.04 20
1808 [Buildings and Fixtures - - 0 0 0
1810 |Leasehold Improvements 0 0 0
1815 |Transformer Station Equipment - Normally Prin| - - - 0 - 0 0 -
1820 |Distribution Station Equipment - Normally Prim{ 1,585,610 144,086.63 1,441,523 14,910 1,448,978 30 0.03 48,299
1825 |[Storage Battery Equipment - - - 0 - 0 0 -
1830 |Poles, Towers and Fixtures 1,469,019 | 213,057.32 1,255,961 24,567) 1,268,245 25 0.04 50,730
1835 |Overhead Conductors and Devices 2,149,700 |  323379.44| 1,826,320 22,956) 1,837,799 25 0.04 73,512
1840 |Underground Conduit 567,845 10,534.30 557,311 24,151 569,387 25 0.04 22,775
1845 |Underground Conductors and Devices 726,120 15,281.64 710,838 28,144 724,910 25 0.04 28,996
1850 |Line Transformers 2,032,089 | 399,582.21 1,632,507 44230 1,654,622 25 0.04 66,185
1855 |Services 1,225,885 152,993.02 1,072,892 14,759| 1,080,272 25 0.04 43211
1860 |Dumb Meters 466,004 126,755.17 339,249 13,709 346,103 25 0.04 13,844
1860 |Smart Meters - - - 0 - 0 0 -
1905 |Land 0 0 0
1906 |[Land Rights 0 0 0
1908 [Buildings and Fixtures 0 0 0
1910 |Leasehold Improvements 0 5 0.2
1915 |Office Furniture and Equipment 0 10 0.1
1920 |Computer Equipment - Hardware 0 10 0.1
1925 |Computer Software 0 5 0.2
1930 |Transportation Equipment > 3 tonnes 0 8 0.125
1935 |Transportation Equipment < 3 tonnes 0 5 0.2
1940 [Tools, Shop and Garage Equipment 0 5 0.2
1945  |Measurement and Testing Equipment 0 0 0
1950 |Power Operated Equipment 0 0 0
1955  JCommunication Equipment 0 0 0
1960 [Miscellaneous Equipment 0 0 0
1970 |Load Management Controls - Customer Premi 0 0 0
1975 |Load Management Controls - Utility Premises 0 0 0
1980 |System Supervisory Equipment 0 0 0
1985 [Sentinel Lighting Rentals 0 0 0
1990 |Other Tangible Property - - - 0 - 0 0 -
1995 |Contributions and Grants 330,342 35,780.70 |- 366,122 | (71,562)]- 401,903 25 0.04]- 16,076
2005 |Property under Capital Lease - - - 0 - 0 0 -
Total 10,362,325 1,476,927 8,885,398 | 115865| 8,943,331 380,084
Notes:
D) This adjusts for assets still on the books but which have been fully amortized or depreciated.
(03] Applicable for the standard Board policy of the "half-year" rule, that additions in the year attract a half-year depreciation expnese in the first year. Deviations from

this standard practice must be supported in the

application.
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Opening Less Fully Net for o Total for Depreciation | Depreciation
Balance Depreciated * | Depreciation Additions Depreciation Years Rate Expense
p
Account [Description
(e)=(c) +
@ (b) ©=@-0f @ J05x@@] O | @=1/() | MW=E)I0
1606  |Organization 361,043 20,928.70 340,114 0 340,114 7 0.14 48,588
1805 [Land 74,305 - 74,305 0 74,305 0 0 -
1806 [Land Rights 35,048 34,548.00 500 0 500 25 0.04 20
1808  [Buildings and Fixtures - - - 0 0 0
1810 |Leasehold Improvements 0 0 0
1815  |Transformer Station Equipment - Normally Primary| - - - 0 - 0 0 -
1820  |Distribution Station Equipment - Normally Primary ff 1,600,520 151,541.40 1,448,978 0] 1,448,978 30 0.03 48,299
1825  |Storage Battery Equipment - - - 0 - 0 0 -
1830 [Poles, Towers and Fixtures 1,493,586 235,078.58 1,258,507 27,609 1272312 25 0.04 50,892
1835  [Overhead Conductors and Devices 2,172,656 363,331.60 1,809,325 12,965 1,815,807 25 0.04 72,632
1840  [Underground Conduit 591,997 22,490.72 569,506 238 569,625 25 0.04 22,785
1845  |Underground Conductors and Devices 754,264 24,596.56 729,667 9,514 734,424 25 0.04 29,377
1850 |Line Transformers 2,076,319 391,397.15 1,684,922 60,601 1,715,223 25 0.04 68,609
1855  [Services 1,240,644 162,720.74 1,077,923 25,856 1,090,852 25 0.04 43,634
1860  [Dumb Meters 479,713 141,019.35 338,693 10,781 344,084 25 0.04 13,763
1860 [Smart Meters - - - 0 - 0 0 -
1905 |Land 0 0 0
1906 |Land Rights 0 0 0
1908 |Buildings and Fixtures 0 0 0
1910 |Leasehold Improvements 0 5 0.2
1915  |Office Furniture and Equipment 0 10 0.1
1920  |Computer Equipment - Hardware 0 10 0.1
1925  [Computer Software 0 5 0.2
1930 [Transportation Equipment > 3 tonnes 0 8 0.125
1935  |Transportation Equipment < 3 tonnes 0 5 0.2
1940 |Tools, Shop and Garage Equipment 0 5 0.2
1945  |Measurement and Testing Equipment 0 0 0
1950 |Power Operated Equipment 0 0 0
1955  |Communication Equipment 0 0 0
1960 |Miscellaneous Equipment 0 0 0
1970 |Load Management Controls - Customer Premises 0 0 0
1975  |Load Management Controls - Utility Premises 0 0 0
1980 |System Supervisory Equipment 0 0 0
1985  [Sentinel Lighting Rentals 0 0 0
1990 [Other Tangible Property - - - 0 - 0 0 -
1995  |Contributions and Grants 401,903 16,138.73 |- 418,042 | (32,278)|- 434,181 25 0.04{- 17,367
2005  [Property under Capital Lease - - - 0 - 0 0 -
Total 10,478,190 1,563,792 8,914,399 | 115,286 8,972,042 381,233
Notes:

—_——

— =

This adjusts for assets still on the books but which have been fully amortized or depreciated.

Applicable for the standard Board policy of the "half-year" rule, that additions in the year attract a half-year depreciation expnese in the first year. Deviations from
this standard practice must be supported in the application.
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Opening Less Fully Net for . Total for Depreciation | Depreciation
Balance Depreciated ™| Depreciation Additions Depreciation vears Rate Expense
p p p p
Account [Description
€)=) +
(@) (b) ©=@-Of @ [05x@@ | O | @=1/0 [ =€)/
1606 |Organization 361,043 20,928.70 340,114 0 340,114 7 0.14 48,588
1805 |Land 74,305 - 74,305 0 74,305 0 0 -
1806 |Land Rights 35,048 34,548.00 500 0 500 25 0.04 20
1808  |Buildings and Fixtures - - 0 0 0
1810 |Leasehold Improvements 0 0 0
1815  |Transformer Station Equipment - Normally Primary - - - - 0 0 -
1820 |Distribution Station Equipment - Normally Primary bd 1,600,520 331,511.46 1,269,008 419,407 1,478,711 30 0.03 49,290
1825 |Storage Battery Equipment - - - 0 - 0 0 -
1830 |Poles, Towers and Fixtures 1,521,195 289,914.60 1,231,281 47,057 1,254,809 25 0.04 50,192
1835 |Overhead Conductors and Devices 2,185,621 430,782.09 1,754,839 94,747 1,802,213 25 0.04 72,089
1840  |Underground Conduit 592,235 22,609.92 569,625 0 569,625 25 0.04 22,785
1845  |Underground Conductors and Devices 763,777 29,353.42 734,424 11,566 740,207 25 0.04 29,608
1850 |Line Transformers 2,136,920 421,697.40 1,715,223 8,497 1719471 25 0.04 68,779
1855 [Services 1,266,500 202,274.46 1,064,226 26,121 1,077,287 25 0.04 43,091
1860  |Dumb Meters 490,493 146,409.51 344,084 42,787 365,477 25 0.04 14,619
1860 [Smart Meters - - - 0 - 0 0 -
1905 |Land 0 0 0
1906 |Land Rights 0 0 0
1908  |Buildings and Fixtures 0 0 0
1910 |Leasehold Improvements 0 5 0.2
1915  |Office Fumniture and Equipment 0 10 0.1
1920  |Computer Equipment - Hardware 0 10 0.1
1925  [Computer Software 0 5 0.2
1930 |Transportation Equipment > 3 tonnes 0 8 0.125
1935  |Transportation Equipment < 3 tonnes 0 5 0.2
1940  |Tools, Shop and Garage Equipment 0 5 0.2
1945  |Measurement and Testing Equipment 0 0 0
1950 [Power Operated Equipment 0 0 0
1955  |Communication Equipment 0 0 0
1960 |Miscellaneous Equipment 0 0 0
1970 |Load Management Controls - Customer Premises 0 0 0
1975  |Load Management Controls - Utility Premises 0 0 0
1980 |System Supervisory Equipment 0 0 0
1985  |Sentinel Lighting Rentals 0 0 0
1990  |Other Tangible Property - - - 0 - 0 0 -
1995  [Contributions and Grants 434,181 (28,450.73)[- 405,730 | (357,904)|- 584,682 25 0.04}- 23,387
2005 |Property under Capital Lease - - - 0 - 0 0 -
Total 10,593,476 1,901,579 8,601,897 | 292,279 8,838,037 375,674
Notes:

—_—

— =

This adjusts for assets still on the books but which have been fully amortized or depreciated.
Applicable for the standard Board policy of the "half-year" rule, that additions in the year attract a half-year depreciation expnese in the first year. Deviations from

this standard practice must be supported in the

application.
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Opening Less Fully Net for L Total for Depreciation | Depreciation
. ) .. | Additions o Years
Balance Depreciated * [ Depreciation Depreciation Rate Expense
Account |Description
(e)=(c) +
(@) (b) €)=(@)-(b) (d) 05x@@) | () @=1/(f) | (h)=(e)/(f)
1606 |Organization 361,043 20,928.70 340,114 0 340,114 7 0.14 48,588
1805 |Land 74,305 - 74,305 0 74,305 0 0 -
1806 |Land Rights 35,048 34,548.00 500 0 500 25 0.04 20
1808 [Buildings and Fixtures - - - 0 - 0 0
1810 |Leasehold Improvements 0 0 0
1815 |Transformer Station Equipment - Normally Primary g - - - 0 - 0 0 -
1820 |Distribution Station Equipment - Normally Primary bd 1,839,926 151,511.38 1,688,415 3,930 1,690,380 30 0.03 56,346
1825 |Storage Battery Equipment - - - 0 - 0 0 -
1830 |Poles, Towers and Fixtures 1,568,253 316,566.85 1,251,686 124,286 1,313,829 25 0.04 52,553
1835 |Overhead Conductors and Devices 2,280,368 470,384.94 1,809,983 56,979 1,838,473 25 0.04 73,539
1840  |Underground Conduit 592,235 22,609.92 569,625 0 569,625 25 0.04 22,785
1845 |Underground Conductors and Devices 775,343 29,353.47 745,990 1,287 746,634 25 0.04 29,865
1850 |Line Transformers 2,145,417 421,697.20 1,723,720 51,683 1,749,562 25 0.04 69,982
1855 |Services 1,292,622 219,569.23 1,073,053 20,185 1,083,145 25 0.04 43,326
1860 |Dumb Meters 533,280 397,208.24 136,072 152,960 212,552 25 0.04 8,502
1860 [Smart Meters - - - 0 - 0 0 -
1905 |Land 0 0 0
1906 [Land Rights 0 0 0
1908  [Buildings and Fixtures 0 0 0
1910 |Leasehold Improvements 0 5 0.2
1915  [Office Furniture and Equipment - - 0 - 10 0.1 -
1920 |Computer Equipment - Hardware (55,096.44) 55,096 16,674 63,434 10 0.1 6,343
1925  |Computer Software 23,379.69 |- 23,380 63,433 8,337 5 0.2 1,667
1930 |Transportation Equipment > 3 tonnes - - 0 - 8 0.125 -
1935 [Transportation Equipment < 3 tonnes 0 5 0.2
1940 [Tools, Shop and Garage Equipment 0 5 0.2
1945  [Measurement and Testing Equipment 0 0 0
1950 |Power Operated Equipment 0 0 0
1955 |Communication Equipment 0 0 0
1960 [Miscellaneous Equipment 0 0 0
1970 [Load Management Controls - Customer Premises 0 0 0
1975 |Load Management Controls - Utility Premises 0 0 0
1980 [System Supervisory Equipment 0 0 0
1985 |[Sentinel Lighting Rentals 0 0 0
1990 |Other Tangible Property - - - 0 - 0 0 -
1995 |Contributions and Grants 792,085 (58,139.55)|- 733,945 (6,618)|- 737,254 25 0.04]- 29,490
2005  |Property under Capital Lease - - - 0 - 0 0 -
Total 10,705,755 1,994,522 8,711,234 | 484,800 8,953,633 384,027
Notes:

—_——

— =

This adjusts for assets still on the books but which have been fully amortized or depreciated.
Applicable for the standard Board policy of the "half-year" rule, that additions in the year attract a half-year depreciation expnese in the first year. Deviations from

this standard practice must be supported in the

application.




Parry Sound Power Corporation
EB-2010-0140

Exhibit 4

Tab 2

Schedule 7

Page 7 of 8

Filed: October 15, 2010

2010 Bridge Year Depreciation and Amortization Expense

Opening Less Fully Net for " Total for Depreciation | Depreciation
Balance Depreciated ™ | Depreciation Additions Depreciation Years Rate Expense
p
Account [Description
=) +
@) (b) ©=@-O| @ [05x@@ ]| O | (@=1/() | ()=(e)/()
1606 |Organization 361,043 - 361,043 0 361,043 0 0 -
1805 |Land 74,305 - 74,305 0 74,305 0 0 -
1806 |Land Rights 35,048 34,548.00 500 0 500 25 0.04 20
1808  [Buildings and Fixtures - - - 0 0 0
1810 [Leasehold Improvements 0 0 0
1815 [Transformer Station Equipment - Normally Primary g - - - 0 - 0 0 -
1820 [Distribution Station Equipment - Normally Primary bd 1,843,857 393,853.04 1,450,003 12,785 1,456,396 30 0.03 48,547
1825 [Storage Battery Equipment - - - 0 - 0 0 -
1830 |Poles, Towers and Fixtures 1,692,539 353,044.87 1,339,494 [ 139,039] 1,409,013 25 0.04 56,361
1835 |Overhead Conductors and Devices 2,337,347 524,586.95 1,812,760 36,663 1,831,091 25 0.04 73,244
1840  |Underground Conduit 592,235 22,609.98 569,625 5,058 572,154 25 0.04 22,886
1845  [Underground Conductors and Devices 776,630 29,353.51 147,277 9,351 751,952 25 0.04 30,078
1850 |Line Transformers 2,197,100 430,022.32 1,767,078 17,979 1,776,067 25 0.04 71,043
1855  |Services 1,312,807 243,239.77 1,069,567 4,021 1,071,578 25 0.04 42,863
1860 |Dumb Meters 401,615 56,403.79 345,211 9,119 349,770 25 0.04 13,991
1860 [Smart Meters - - - 0 - 0 0 -
1905 |Land 0 0 0
1906 [Land Rights 0 0 0
1908 [Buildings and Fixtures 0 0 0
1910 [Leasehold Improvements - - 0 - 5 0.2 -
1915 [Office Furniture and Equipment - (5,030.88) 5,031 10,062 10,062 10 0.1 1,006
1920  [Computer Equipment - Hardware 16,674 (29,001.12) 45,675 6,164 48,757 10 0.1 4,876
1925 |Computer Software 63,433 (0.02) 63,433 26,873 76,870 5 0.2 15,374
1930 [Transportation Equipment > 3 tonnes - (51,052.29) 51,052 292,235 197,170 8 0.125 24,646
1935 [Transportation Equipment < 3 tonnes - - - 0 - 5 0.2 -
1940 |Tools, Shop and Garage Equipment - (977.27) 977 1,955 1,955 10 0.1 195
1945 361,043 - - - 0 - 0 0 -
1950 |Power Operated Equipment 0 0 0
1955  [Communication Equipment 0 0 0
1960 |Miscellaneous Equipment 0 0 0
1970 [Load Management Controls - Customer Premises 0 0 0
1975  |Load Management Controls - Utility Premises 0 0 0
1980 [System Supervisory Equipment 0 0 0
1985  |Sentinel Lighting Rentals 0 0 0
1990 [Other Tangible Property - - - 0 - 0 0 -
1995 |Contributions and Grants - 798,703 (59,377.99)|- 739,325 (33,040)|- 755,845 25 0.04{- 30,234
2005 |Property under Capital Lease - - - 0 - 0 0 -
Total 10,905,930 1,942,223 8,963,707 | 538,263 9,232,838 374,895
Notes:
@ This adjusts for assets still on the books but which have been fully amortized or depreciated.
(03] Applicable for the standard Board policy of the "half-year" rule, that additions in the year attract a half-year depreciation expnese in the first year. Deviations from

this standard practice must be supported in the application.
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2011 Test Year Depreciation and Amortization Expense

Opening Less Fully Net for iy Total for Depreciation | Depreciation
. ... | Additions L Years
Balance Depreciated @ | Depreciation Depreciation Rate Expense
Account [Description
=) +
@ (b) ©=@-0f @ 05x@d@ [ ) | @=1/() [ ()=(e)/()
1606 |[Organization - - - 0 - 0 0 -
1805 |Land 74,305 - 74,305 0 74,305 0 0
1806 [Land Rights 35,048 34,548.00 500 0 500 25 0.04 20
1808  |Buildings and Fixtures - - - 0 0 0
1810 |Leasehold Improvements 0 0 0
1815  |Transformer Station Equipment - Normally Primary 3 - - - 0 - 0 0 -
1820 |Distribution Station Equipment - Normally Primary bd 1,856,642 424,294.95 1,432,347 0] 1432347 30 0.03 47,745
1825 |Storage Battery Equipment - - - 0 - 0 0 -
1830 |Poles, Towers and Fixtures 1,831,577 389,249.86 1,442,327 414729] 1,649,692 25 0.04 65,988
1835  [Overhead Conductors and Devices 2,374,009 578,383.99 1,795,625 236,195 1,913,723 25 0.04 76,549
1840  [underground Conduit 597,293 24,746.56 572,547 64,178 604,636 25 0.04 24,185
1845  |Underground Conductors and Devices 785,981 32,127.53 753,854 0 753,854 25 0.04 30,154
1850 |Line Transformers 2,215,079 536,837.49 1,678,242 15,681] 1,686,083 25 0.04 67,443
1855  [Senvices 1,316,829 268,070.51 1,048,758 0] 1,048,758 25 0.04 41,950
1860  [Dumb Meters 410,734 53,364.27 357,369 0 357,369 25 0.04 14,295
1860 [Smart Meters - - - 0 - 0 0 -
1905 |Land 0 0 0
1906 |Land Rights 0 0 0
1908  |Buildings and Fixtures 0 - 0 0 -
1910 |Leasehold Improvements - - - 200,000 100,000 5 0.2 20,000
1915 |Office Furniture and Equipment 10,062 - 10,062 38,499 29,311 10 0.1 5,862
1920  |Computer Equipment - Hardware 22,838 - 22,838 10,500 28,088 10 0.1 7,467
1925  |Computer Software 90,306 (0.01) 90,306 7,000 93,806 5 0.2 18,761
1930 |Transportation Equipment > 3 tonnes 248,000 0.00 248,000 225,000 360,500 8 0.125 49,488
1935  |Transportation Equipment < 3 tonnes 44,235 - 44,235 0 44,235 5 0.2 13,867
1940 |Tools, Shop and Garage Equipment 1,955 0.01 1,955 0 1,955 5 0.2 391
1945  |Measurement and Testing Equipment - - - 0 - 0 0 -
1950  [Power Operated Equipment 0 0 0
1955  |Communication Equipment 0 0 0
1960 |Miscellaneous Equipment 0 0 0
1970 |Load Management Controls - Customer Premises 0 0 0
1975  |Load Management Controls - Utility Premises 0 0 0
1980  [System Supervisory Equipment 0 0 0
1985  |Sentinel Lighting Rentals 0 0 0
1990 |Other Tangible Property - - - 0 - 0 0 -
1995  |Contributions and Grants - 831,743 - |- 831,743 0]- 831,743 0 0]- 30,895
2005  [Property under Capital Lease - - - 0 - 0 0 -
Total 11,083,150 2,341,623 8,741,527 | 1,211,782 9,347,418 453,271
Notes:
2) This adjusts for assets still on the books but which have been fully amortized or depreciated.
03} Applicable for the standard Board policy of the "half-year" rule, that additions in the year attract a half-year depreciation expnese in the first year. Deviations from

this standard practice must be supported in the application.
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TAX CALCULATIONS:

Income Tax, Large Corporation Tax and Ontario Capital Taxes:
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PSP is subject to the payment of PILs under Section 93 of the Electricity Act, 1998, as

amended. The Applicant does not pay Section 89 proxy taxes, and is exempt from the payment

of income and capital taxes under the Income Tax Act (Canada) and the Ontario Corporations
Tax Act. The table below provides a summary of 2006 OEB Approved, 2006, 2007, 2008 and

2009 income taxes included in audited statements, 2010 Bridge Year estimate using current

rates, and 2011 Test Year income taxes based on revised rates. A copy of the 2009 Federal T2

and Ontario C23 tax return has been provided above in Exhibit 4, Appendix A.

Summary of Income Taxes

2006 Board 2007
Description Approved [2006 Actual| Actual |2008 Actual |2009 Actual| 2010 Bridge | 2011 Test
Income Taxes 62,748 89,590 36,472 7,841 (9,018) 47,447
Large Corporation Tax 0 0 0 0 0 0
Ontario Capital Tax 32,052 48,565 19,969 3,921 (7,139) (6,801)
Total Taxes 0 94,800 138,155 56,441 11,762 (16,157) 40,646

PSP’s detailed tax calculations using the most recent tax rates are provided in the table below .




Parry Sound Power Corporation
EB-2010-0140

Exhibit 4

Tab 3

Schedule 1

Page 2 of 4

Filed: October 15, 2010

Corporate Tax Rates

2010 2011
Corporate Tax Rates for Tax Year: Bridge Test
OCT Exemption 15,000,000 15,000,000
Federal Income Tax 11.00% 11.00%
Ontario Income Tax 5.00% 4.25%
Combined Income Tax 16.00% 15.25%
Ontario Capital Tax Rate 0.075% 0.075%
Large Corporation Tax Rate 0 0

Large Corporation Tax Exemption

2011 Tax Calculations
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Determination of Tax Adjustments to Accounting Income for 2011

Line Item T251 line # Total for Legal Non.-Di.stripution Utility
Entity Eliminations Amount
Additions:
Interest and penalties on taxes 103 0 0 0
Amortization of tangible assets 104 453,271 0 453,271
Amortization of intangible assets 106 0 0 0
gecapture of capital cost allowance from Schedule 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 109 0 0
partnerships
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
S'C|ent_|f|c research expenditures deducted on 118 0 0 0
financial statements
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 126 0 0 0
of year
So_ft _costs on construction and renovation of 127 0 0 0
buildings
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 237 0 0 0
12(1)(z.2)
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 453,271 0 453,271
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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 8 403 399,675 0 399,675
Terminal loss from Schedule 8 404 0 0 0
fgmulatlve eligible capital deduction from Schedule 405 23,632 0 23,632
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
Res_er\{es from financial statements - balance at 214 0 0 0
beginning of year
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-tax_able imputed interest income on deferral 392 0 0 0
and variance accounts
Financing Fees for Tax Under S.20(1)(e) 393 0 0 0
Other Deductions 394 0 0 0
Total Deductions 423,307 0 423,307
Charitable donations from Schedule 2 311 0 0 0
Taxable dividends deductible under section 112 or 320 0 0 0
113, from Schedule 3 (item 82)
Non-capital losses of preceding taxation years from 331 0 0 0
Schedule 7-1
Net-capital losses of preceding taxation years from 332 0 0 0
Schedule 7-1
Limited partnership losses of preceding taxation years
335 0 0
from Schedule 4
Total Adjustments 0 0 0
[ Tax Adjustments to Accounting Income | 29,964 [ 0 | 29,964 |
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CAPITAL COST ALLOWANCE:

PSP is providing Capital Cost Allowance continuity schedules for the 2010 Bridge Year (Table
18) and the 2011 Test Year (Table 19) as follows:



2010 Bridge Year Capital Cost Allowance:

CCA Continuity Schedule (2010)
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UCC Prior Year | Less: Non-Distribution | Less: Disallowed FMV | UCC Bridge Year UCCBefore 112 Yr | 112 Year Rule {1/2 Additions UCC Ending
Class Class Description Ending Balance Portion Increment Opening Balance | Additions | Dispositions |  Adjustment Less Disposals} Reduced UCC| Rate% | CCA Balance
1 [Distribution System - 1988 to 22-Feb-2005 5,287,982 0 0 5,287,982 0 0 5,287,982 0 5287982 | 004 | 211519 | 5076463
2 |Distribution System - pre 1988 0 0 0 0 0 0 0 0 0.06 0 0
6 [Buildings (No footings below ground) 0 0 0 0 0 0 0 0 0.10 0 0
8 |General Office/Stores Equip 0 0 0 12,016 0 12,016 6,008 6,008 020 | 120 10815
10 [Computer Hardware/ Vehicles 1102 0 0 1102 292,35 0 293,331 146,107 147209 | 030 | 44166 A9.171
10.1  |Certain Automobiles 0 0 0 0 0 0 0 0 0.30 0 0
12 |Computer Software 3717 0 0 377 26873 0 58,590 13436 45153 100 | 45153 13436
3 0 0 0 0 0 0 0 0 0.05 0 0
Computers & Systems Hardware acq'd post Jan 09-Feb
|1 0 0 0 6,164 0 6,164 6,164 0 100 | 6164 0
133 |Lease#3 0 0 0 0 0 0 0 0 0 0
134 |Lease#4 0 0 0 0 0 0 0 0 0 0
14 [Franchise 0 0 0 0 0 0 0 0 0 0
New Electrical Generating Equipment Acq'd after Feb
17 27100 Other Than Bldgs 0 0 0 0 0 0 0 0 0.08 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 0 0 0 0 0 0 0 0 0.45 0 0
50  |Computers & Systems Hardware acq'd post Mar 19/07 0 0 0 0 0 0 0 0 0.55 0 0
Data Network Infrastructure Equipment (acq'd post Mar
46 [22004) 0 0 0 0 0 0 0 0 030 0 0
47 |Distribution System - post 22-Feb-2005 0 200,975 0 200,975 100,488 100488 | 0.08 | 8039 192,936
SUB-TOTAL - UCC 5,320,801 0 0 5,320,801 538,263 0 5,859,064 M3 5,586,851 316,243 | 5,542,821
0 361,043
CEC  |Goodwill 0 0 0
CEC |Land Rights 0 0 0
CEC  |FMV Bump-up 0 0 0
SUB-TOTAL - CEC 0 0 0 0
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Cumulative Eligible Capital Calculation

Cumulative Eligible Capital

Additions:
Cost of Eligible Capital Property Acquired during the year

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

Subtotal
Deductions:

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

Other Adjustments

Subtotal

Cumulative Eligible Capital Balance
CEC Deduction

Cumulative Eligible Capital - Closing Balance

0x3/4=

0x1/2=

0x3/4=

7%

363,007
0
0
0 363,007
0
363,007
0 363,007
363,007
25,410

337,597
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UCC Prior Year | Less: Non-Distribution | Less: Disallowed FMV | - UCC Bridge Year UCC Before 1/2 Yr | 1/2 Year Rule {12 Additions UCC Ending
Class Class Description Ending Balance Portion Increment Opening Balance | Additions | Dispositions Adjustment Less Disposals} Reduced UCC| Rate% | CCA Balance
1 |Distribution System - 1988 to 22-Feb-2005 5,076,463 0 0 5,076,463 0 0 5,076,463 0 5076463 | 4% [ 203059 | 4873404
2 |Distribution System - pre 1988 0 0 0 0 0 0 0 0 0 6% 0 0
6 |Buildings (No footings below ground) 0 0 0 0 200,000 0 200,000 100,000 100,000 10% | 10,000 190,000
8 |General Office/Stores Equip 10,815 0 0 10,815 38,499 0 49,314 19,250 30,064 0% | 6013 43,301
10 |Computer Hardware/ Vehicles 249,171 0 0 249,171 225,000 0 474171 112,500 361671 | 30% | 108501 365,670
101 [Certain Automobiles 0 0 0 0 0 0 0 0 0 30% 0 0
12 |Computer Software 13436 0 0 13436 7,000 0 20,436 3,500 16,936 100% | 16,936 3500
3 0 0 0 0 0 0 0 0 0 5% 0 0
Computers & Systems Hardware acq'd post Jan 09-Feb
Y 0 0 0 0 10,500 0 10,500 10,500 0 100% | 10,500 0
133 |Lease#3 0 0 0 0 0 0 0 0 0 0 0
134 |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
New Electrical Generating Equipment Acq'd after Feb
17 27100 Other Than Bldgs 0 0 0 0 0 0 0 0 0 8% 0 0
Certain Energy-Efficient Electrical Generating
431 |Equipment 0 0 0 0 0 0 0 0 0 30% 0 0
45 [Computers & Systems Hardware acq'd post Mar 22/04 0 0 0 0 0 0 0 0 0 45% 0 0
50 |Computers & Systems Hardware acq'd post Mar 19/07 0 0 0 0 0 0 0 0 0 55% 0 0
Data Network Infrastructure Equipment (acq'd post Mar
46 |22004) 0 0 0 0 0 0 0 0 0 30% 0 0
47 |Distribution System - post 22-Feb-2005 192,936 192,936 730,783 0 923,719 365,391 558,328 8% | 44,666 879,053
SUB-TOTAL - UCC 5,542,801 0 0 5,542,801 1211782 0 6,754,603 611,141 6,143,462 399,675 | 6354928
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
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Cumulative Eligible Capital Calculation

Cumulative Eligible Capital

Additions:
Cost of Eligible Capital Property Acquired during the year

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

Subtotal
Deductions:

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

Other Adjustments

Subtotal

Cumulative Eligible Capital Balance
CEC Deduction

Cumulative Eligible Capital - Closing Balance

0x3/4=

0x1/2=

0x3/4=

7%

337,597
0
0
0 337,597
0
337,597
0 3arsor
337,597
23,632
313,965
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OVERVIEW:

The purpose of this evidence is to summarize the method and cost of financing capital

requirements for the 2011 test years.

Capital Structure:

PSP has a current deemed capital structure of 60.0% debt 40.0% equity.

PSP has prepared this rate application with a deemed capital structure of 56% Long Term Debt,
4% Short Term Debt, and 40% Equity to comply with the Report of the Board on Cost of Capital
and 2" Generation Incentive Regulation for Ontario Electricity Distributors dated December 20,
2006 (the “Cost of Capital Report”).

Return on Equity:

PSP is requesting a return on equity (“ROE") for the 2011 Test year of 9.85%. PSP
understands that the OEB will be finalizing the ROE for 2011 rates based on January 2011
market interest rate information. PSP’s use of an ROE of 9.85% is without prejudice to any
revised ROE that may be adopted by the OEB in early 2011.

Cost of Debt:

Long Term Debt

PSP is requesting a return on Long Term Debt for the 2011 Test Year of 7.25%. PSP is
currently paying 7.25% on an existing Long Term Loan with its Shareholder the Town of Parry

Sound with a value of L_2:433,728 |

Short Term Debt

PSP is requesting a return on Short Term Debt for the 2010 Test year of 2.07%. PSP
understands that the OEB will be finalizing the return on short term debt for 2011 rates based on
January 2011 market interest rate information. PSP’s use of a Return on Short Term Debt of
2.07% is without prejudice to any revised ROE that may be adopted by the OEB in early 2011.
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Details for PSP’s rate base, deemed debt/equity ratios, deemed rate of return, actual

debt/equity ratios and actual rates of returns for 2006 Board Approved, 2006 Actual, 2007
Actual, 2008 Actual, 2009 Actual, 2010 Bridge Year Forecast, and 2011 Test Year Forecast are

provided below in Tables 1 and 2.

Capitalization/Cost of Capital

Line
No. Particulars Capitalization Ratio Cost Rate Return
I 2006 EDR
(%) (%) (%) (%)
Debt
1 Long-term Debt 50.00% $2,770,109 7.25% $200,833
2 Short-term Debt 0.00% $ - 0.00% $ -
3 Total Debt 50.0% $2,770,109 7.25% $200,833
Equity
4 Common Equity 50.00% $2,770,109 9.00% $249,310
5 Preferred Shares 0.00% $ - 0.00% $ -
6 Total Equity 50.0% $2,770,109 9.00% $249,310
7 Total 100.0% $5,540,217 8.13% $450,143
| 2006 Actual
(%) (%) (%) ($)
Debt
1 Long-term Debt 50.00% $2,831,504 7.25% $205,284
2 Short-term Debt 0.00% (1) $ - 0.00% $ -
3 Total Debt 50.0% $2,831,504 7.25% $205,284
Equity
4 Common Equity 50.00% $2,831,504 9.00% $254,835
5 Preferred Shares 0.00% $ - 0.00% $ -
6 Total Equity 50.0% $2,831,504 9.00% $254,835
7 Total 100.0% $5,663,009 8.13% $460,119
| 2007 Actual
(%) ($) (%) ($)
Debt
1 Long-term Debt 50.00% $2,698,131 7.25% $195,615
2 Short-term Debt 0.00 % (1) $ - 0.00% -
3 Total Debt 50.0% $2,698,131 7.25% $195,615
Equity
4 Common Equity 50.00% $2,698,131 9.00% $242,832
5 Preferred Shares 0.00% $ - 0.00% $ -
6 Total Equity 50.0% $2,698,131 9.00% $242,832
7 Total 100.0% $5,396,262 8.13% $438,446
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2008 Actual |
(%) () (%) ($)
Debt
1 Long-term Debt 53.30% $2,772,486 7.25% $201,005
2 Short-term Debt 0.00% (1) $ - 0.00% $ -
3 Total Debt 53.3% $2,772,486 7.25% $201,005
Equity
4 Common Equity 46.70% $2,429,176 9.00% $218,626
5 Preferred Shares 0.00% $ - 0.00% $ -
6 Total Equity 46.7% $2,429,176 9.00% $218,626
7 Total 100.0% $5,201,662 8.07% $419,631
2009 Actual |
(%) ($) (%) (%)
Debt
1 Long-term Debt 56.70% $2,946,322 7.25% $213,608
2 Short-term Debt 0.00% (1) $ - 0.00% $ -
3 Total Debt 56.7% $2,946,322 7.25% $213,608
Equity
4 Common Equity 43.30% $2,250,013 8.57% $192,826
5 Preferred Shares 0.00% $ - $ -
6 Total Equity 43.3% $2,250,013 8.57% $192,826
7 Total 100.0% $5,196,335 7.82% $406,434
2010 Bridge Year |
(%) ($) (%) ($)
Debt
1 Long-term Debt 60.00% $3,286,021 7.25% $238,236
2 Short-term Debt 0.00% (1) $ - 0.00% $ -
3 Total Debt 60.0% $3,286,021 7.25% $238,236
Equity
4 Common Equity 40.00% $2,190,680 9.85% $215,782
5 Preferred Shares 0.00% $ - 0.00% $ -
6 Total Equity 40.0% $2,190,680 9.85% $215,782
7 Total 100.0% $5,476,701 8.29% $454,019
2011 Test Year |
(%) ($) (%) ()
Debt
1 Long-term Debt 56.00% $3,341,546 7.25% $242,262
2 Short-term Debt 4.00% (1) $238,682 2.07% $4,941
3 Total Debt 60.0% $3,580,228 6.90% $247,203
Equity
4 Common Equity 40.00% $2,386,819 9.85% $235,102
5 Preferred Shares 0.00% $ - 0.00% $ -
6 Total Equity 40.0% $2,386,819 9.85% $235,102
7 Total 100.0% $5,967,047 8.08% $482,304
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WEghted Debot Cost
Year Applied
Desaription Debt Holder Afflitedwith LDC?| DetedfIssuance | Rindpal | Tem(Years)| Rae% to Interest Gost
Serendder Y Qal1200 243378 1.2/ 2006 176445
Qa1l200 243373 1.2/ 207 176449
Qa1l200 243373 1.22% 2008 176449
Qa1200 243378 1.2/ 200 176449
Qal200 243378 1.23% 2010 176445
Qa1l200 243378 1.23% 011 176445
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
2006 Tatdl Long TermDett 243,728 Totd Interest Qost for 2006
Wéighted Dett Qost Rete for 2006 1.22%
2007 Total Long TermDett Totd Interest Qost for 2007
Wéighted Dett Qost Rete for 2007
2008 Totd Long TermDelot 243378 Totd Interest Gost for 2008 1645
Weighted Debt Gost Rete for 2008
2008 Tatd Long TermDett Total Interest Qost for 2009
Wéighted Dett Cost Rete for 2009
2010 Totd Long TermDelt Total Interest Qost for 2010
Wighted Dett Cost Rete for 2010
2011 Total Long TermDelt 243,728 Totd Interest Cost for 2011

Wéighted Dt Cost Rete for 2011

~
g
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REVENUE DEFICIENCY - OVERVIEW:

PSP has provided detailed calculations supporting its 2011 revenue deficiency. PSP’s revenue

deficiency is  $791.616  The table below provides the revenue deficiency calculations for the
2011 Test Year at Existing 2010 OEB approved rates and the 2011 Test Year Revenue

Requirement.
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2010 Bridge 2011 Test 2011 Test - Required
Description Actual Existing Rates Revenue
Revenue

Revenue Deficiency 791,616

Distribution Revenue 1,843,792 1,822,340 1,822,340

Other Operating Revenue (Net) 79,695 100,986 100,986
Total Revenue 1,923,486 1,923,326 2,714,943
Costs and Expenses

Administrative & General, Billing & Collecting 924,757 1,230,359 1,230,359

Operation & Maintenance 500,046 565,059 565,059

Depreciation & Amortization 350,054 389,525 389,525

Property Taxes (0] 0] (0]

Capital Taxes 0 0 (0]

Deemed Interest 238,236 247,203 247,203
Total Costs and Expenses 2,013,093 2,432,145 2,432,145

Less OCT Included Above 0 0 0
Total Costs and Expenses Net of OCT 2,013,093 2,432,145 2,432,145
Utility Income Before Income Taxes (89,607) (508,819) 282,798
Income Taxes:

Corporate Income Taxes (9,018) (73,025) 47,696
Total Income Taxes (9,018) (73,025) 47,696
Utility Net Income (80,589) (435,793) 235,102
Capital Tax Expense Calculation:

Total Rate Base 5,476,701 5,967,047 5,967,047

Exemption 0 15,000,000 15,000,000

Deemed Taxable Capital 5,476,701 (9,032,953) (9,032,953)

Ontario Capital Tax 0 [o] 0
Income Tax Expense Calculation:

Accounting Income (89,607) (508,819) 282,798

Tax Adjustments to Accounting Income 33,242 29,964 29,964
Taxable Income (56,365) (478,855) 312,762
Income Tax Expense (9,018) (73,025) 47,696
Tax Rate Refecting Tax Credits 16.00% 15.25% 15.25%
Actual Return on Rate Base:

Rate Base 5,476,701 5,967,047 5,967,047

Interest Expense 238,236 247,203 247,203

Net Income (80,589) (435,793) 235,102
Total Actual Return on Rate Base 157,648 (188,590) 482,304
Actual Return on Rate Base 2.88% -3.16% 8.08%
Required Return on Rate Base:

Rate Base 5,476,701 5,967,047 5,967,047
Return Rates:

Return on Debt (Weighted) 7.25% 6.90% 6.90%

Return on Equity 9.85% 9.85% 9.85%

Deemed Interest Expense 238,236 247,203 247,203

Return On Equity 215,782 235,102 235,102
Total Return 454,019 482,304 482,304
Expected Return on Rate Base 8.29% 8.08% 8.08%
Revenue Deficiency After Tax 296,371 670,895 0
Revenue Deficiency Before Tax 352,822 791,616 [0]
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COST DRIVERS FOR REVENUE DEFICIENCY

PSP notes there are several factors that contribute to the gross deficiency of $ $791,616 for

the Test Year.

The revenue deficiency results from:

Restructuring as a result of the denial of PSP’s application for exemption to the ARC,
Increase in capital and maintenance activity as outlined in PSP’s asset management
plan,

Addition of staff to accomplish alignment and regulatory activities,

Projected increases in OM&A costs including depreciation expense for the 2011 Test
Year as discussed in further detail in Exhibit 4,

Projected increases in investments in gross assets as outlined in our asset management
plan, and

Increase in rate base on which the rate of return is based as discussed further in Exhibit
2.



Parry Sound Power Corporation
EB-2010-0140

Exhibit 7
Index
Page 1 of 1
Filed: October 15, 2010
Exhibit Tab Schedule Appendix Contents
7 — Cost
Allocation
1 1 Cost Allocation Overview
2 Summary of the 2011 Updated Results

and Proposed Changes

A OEB Filing Requirement Appendix 2-O
Template



0 N o O~ W

10
11
12

13
14
15

16

Parry Sound Power Corporation
EB-2010-0140

Exhibit 7

Tab 1l

Schedule 1

Page 1 of 1

Filed: October 15, 2010

COST ALLOCATION OVERVIEW:
Introduction:

On September 15, 2006, the OEB issued its directions on Cost Allocation Methodology for
Electricity Distributors (the “Directions”). On November 15, 2006, the Board issued the Cost
Allocation Information Filing Guidelines for Electricity Distributors (“the Guidelines”), the Cost
Allocation Model (the “Model”) and User Instructions (the “Instructions”) for the Model. PSP
prepared and filed a cost allocation information filing consistent with PSP’s understanding of the

Directions, the Guidelines, the Model and the Instructions.

One of the main objectives of the filing was to provide information on any apparent cross-
subsidization among a distributor’s rate classifications. It was felt that this would give an
indication of cross-subsidization from one class to another and this information would be useful

as a tool in future rate applications.

PSP has used the Board-approved Cost Allocation model and methodology and updated the
values from the Hydro One Run 2 load forecast using 2011 weather normalized forecasted data

information.
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SUMMARY OF THE 2010 UPDATED RESULTS AND PROPOSED CHANGES:

INITIAL COST ALLOCATION STUDY RESULTS:

The data used in the Cost Allocation Model was consistent with PSP’s cost data that supported
its 2006 OEB-approved distribution rates. Consistent with the Guidelines, PSP’s assets were
broken out into primary and secondary distribution functions. The breakout of assets, capital
contributions, depreciation, accumulated depreciation, customer data and load data by primary,
line transformer and secondary categories were developed from the best data available to PSP,

its engineering records, and its customer and financial information systems.

As noted above, the results of a cost allocation study are typically presented in the form of
revenue to cost ratios. The ratio is shown by rate classification and is the percentage of
distribution revenue collected by rate classification compared to the costs allocated to the
classification. The percentage identifies the rate classifications that are being subsidized and
those that are over-contributing. A percentage of less than 100% means the rate classification
is under-contributing and is being subsidized by other classes of customers. A percentage of
greater than 100% indicates the rate classification is over-contributing and is subsidizing other

classes of customers.

The following Table 1 outlines the revenue to cost ratios from the initial Cost Allocation

Informational Filing submitted by PSP.



2 RETURN ON EQUITY COMPONENT OF RATE BASE

3

Distribution Revenue (sale)
Miscellaneous Revenue (mi)
Total Revenue

Expenses

Distribution Costs (di)

Customer Related Costs (cu)
General and Administration (ad)
Depreciation and Amortization (dep)
PILs (INPUT)

Interest

Total Expenses

Direct Allocation

Allocated Net Income (NI)

Revenue Requirement (includes NI)

Rate Base Calculation

Net Assets

Distribution Plant - Gross

General Plant - Gross

Accumulated Depreciation

Capital Contribution

Total Net Plant

Directly Allocated Net Fixed Assets
Cost of Power (COP)

OM&A Expenses

Directly Allocated Expenses
Subtotal

Working Capital

Total Rate Base

Equity Component of Rate Base

Net Income on Allocated Assets

Net Income on Direct Allocation Assets
Net Income

RATIOS ANALYSIS

REVENUE TO EXPENSES %

EXISTING REVENUE MINUS ALLOCATED COSTS

Table 1

Revenue to Cost Ratios
Cost Allocation Informational Filing
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1 2 3 7 8 9
. . . . Unmetered
Total Residential GS <50 GS>50-Regular Street Light Sentinel Scattered Load
$1,740,022 $968,305 $353,194 $396,535 $13,121 $575 $8,292
$105,786 $66,688 $23,094 $11,728 $2,419 $38 $1,817
$1,845,808 $1,034,993 $376,288 $408,263 $15,540 $613 $10,109
$200,158 $105,584 $39,814 $36,525 $17,483 $279 $474
$321,283 $185,466 $93,873 $35,048 $81 $0 $6,814
$410,378 $229,035 $105,191 $56,349 $13,852 $220 $5,730
$337,069 $172,692 $72,621 $59,524 $30,912 $493 $827
$126,596 $64,822 $27,290 $22,521 $11,471 $183 $308
$200,914 $102,876 $43,311 $35,742 $18,206 $290 $489
$1,596,398 $860,476 $382,101 $245,709 $92,005 $1,465 $14,642
$0 $0 $0 $0 $0 $0 $0
$249,410 $127,708 $53,765 $44,370 $22,600 $360 $607
$1,845,808 $988,184 $435,866 $290,078 $114,605 $1,825 $15,249
Revenue Requirement Input equals Output
$10,036,223 $5,112,536 $2,192,576 $1,803,721 $889,266 $14,177 $23,948
$0 $0 $0 $0 $0 $0 $0
($5,176,802) ($2,622,070) ($1,145,681) ($940,615) ($449,144) ($7,160) ($12,132)
($291,118) ($151,314) ($62,106) ($50,414) ($26,168) ($417) ($699)
$4,568,303 $2,339,153 $984,789 $812,692 $413,954 $6,599 $11,116
$0 $0 $0 $0 $0 $0 $0
$5,488,083 $2,388,629 $1,328,414 $1,712,234 $50,158 $899 $7,749
$931,819 $520,086 $238,878 $127,922 $31,416 $499 $13,018
$0 $0 $0 $0 $0 $0 $0
$6,419,903 $2,908,715 $1,567,293 $1,840,156 $81,574 $1,399 $20,767
$962,985 $436,307 $235,094 $276,023 $12,236 $210 $3,115
$5,531,289 $2,775,460 $1,219,883 $1,088,715 $426,190 $6,809 $14,231
Rate Base Input equals Output

$2,765,644 $1,387,730 $609,941 $544,358 $213,095 $3,405 $7,115
$249,410 $174,517 ($5,813) $162,555 ($76,465) ($852) ($4,533)
$0 $0 $0 $0 $0 $0 $0
$249,410 $174,517 ($5,813) $162,555 ($76,465) ($852) ($4,533)
100.00% 104.74% 86.33% 140.74% 13.56% 33.60% 66.30%
($0) $46,809 ($59,578) $118,185 ($99,065) ($1,212) ($5,139)
9.02% 12.58% -0.95% 29.86% -35.88% -25.01% -63.70%
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2011 UPDATED COST ALLOCATION STUDY RESULTS:

PSP used the Board-approved Cost Allocation Model and followed the instructions and
guidelines issued by the Board to enter the 2011 data into this model. PSP has made the
changes to the transformer allowance and Low voltage treatments according to the latest filing
guidelines issued by the Board for the 2011 Cost of Service rate applications.

PSP populated the information on Sheet 13, Trial Balance Data with the 2011 forecasted data
based on the 2010 and 2011 average and input the Target Net Income, PILs, Deemed interest
on long term debt, specific service charges information and the targeted revenue requirement
and rate base.

On Sheet 14, Break Out of Assets, PSP updated the allocation of the accounts based on 2011
values.

In Sheet 15, Miscellaneous data, PSP updated the deemed equity component of rate base and
the monthly service charges.

In Sheet 16, Customer Data, PSP entered all information updated with 2011 forecast data.
PSP updated the meter information on Sheet 17.1 and the meter reading information on 17.2.
On sheet 18, Demand data is based on the output of our load forecast model. The load profile
from the 2004 data received from Hydro One, Run 2 and the weather normalized 2011 forecast
data was used to calculate the 1 NCP, 4 NCP, 12 NCP, 1 CP, 4 CP and the 12CP demand
data. No direct allocations were used.

The revenue to cost ratios for the 2011 updated study is provided in Table 2 below;
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Table 2
Revenue to Cost Ratios from PSP’s
Updated 2011 Cost Allocation Model
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Distribution Revenue (sale)
Miscellaneous Revenue (mi)
Total Revenue

Expenses

Distribution Costs (di)

Customer Related Costs (cu)
General and Administration (ad)
Depreciation and Amortization (dep)
PILs (INPUT)

Interest

Total Expenses

Direct Allocation
Allocated Net Income (NI)

Revenue Requirement (includes NI)

Rate Base Calculation
Net Assets

Distribution Plant - Gross
General Plant - Gross
Accumulated Depreciation
Capital Contribution

Total Net Plant

Directly Allocated Net Fixed Assets
Cost of Power (COP)
OM&A Expenses

Directly Allocated Expenses
Subtotal

Working Capital
Total Rate Base

($0)

Equity Component of Rate Base

($1.91)
Net Income on Allocated Assets
Net Income on Direct Allocation Assets
Net Income
RATIOS ANALYSIS
REVENUE TO EXPENSES %
EXISTING REVENUE MINUS ALLOCATED COSTS

RETURN ON EQUITY COMPONENT OF RATE BASE
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1 2 3 7 8 9
. . . . Unmetered
Total Residential GS <50 GS>50-Regular Street Light Sentinel Scattered Load
$2,613,957 $1,446,825 $461,625 $675,969 $21,696 $784 $7,058
$100,986 $62,381 $19,675 $14,170 $3,752 $42 $965
$2,714,943 $1,509,206 $481,300 $690,139 $25,448 $827 $8,023
$550,262 $285,061 $106,410 $104,728 $52,520 $594 $948
$409,819 $260,230 $96,427 $45,435 $85 $0 $7,642
$835,336 $474,441 $176,482 $130,652 $45,770 $517 $7,474
$389,525 $194,013 $81,098 $77,495 $35,894 $406 $619
$47,696 $24,059 $9,409 $9,845 $4,261 $48 $74
$247,203 $124,692 $48,764 $51,028 $22,086 $250 $383
$2,479,841 $1,362,495 $518,590 $419,184 $160,616 $1,816 $17,140
$0 $0 $0 $0 $0 $0 $0
$235,102 $118,588 $46,377 $48,530 $21,004 $238 $364
$2,714,943 $1,481,083 $564,967 $467,713 $181,621 $2,053 $17,505
Revenue Requirement Input equals Output
$11,862,889 $5,891,884 $2,467,898 $2,428,343 $1,044,852 $11,831 $18,081
$657,895 $331,923 $131,083 $134,337 $58,865 $667 $1,019
($7,192,964) ($3,535,795) ($1,537,432) ($1,474,780) ($627,009) ($7,099) ($10,848)
($831,743) ($420,061) ($173,335) ($161,283) ($74,931) ($847) ($1,285)
$4,496,076 $2,267,950 $888,214 $926,617 $401,777 $4,551 $6,967
$0 $0 $0 $0 $0 $0 $0
$8,011,052 $3,012,181 $1,507,840 $3,406,387 $78,201 $1,148 $5,294
$1,795,417 $1,019,732 $379,319 $280,816 $98,376 $1,111 $16,064
$0 $0 $0 $0 $0 $0 $0
$9,806,469 $4,031,912 $1,887,160 $3,687,203 $176,577 $2,259 $21,358
$1,470,970 $604,787 $283,074 $553,080 $26,487 $339 $3,204
$5,967,047 $2,872,737 $1,171,288 $1,479,698 $428,263 $4,890 $10,171
Rate Base Input equals Output

$2,386,819 $1,149,095 $468,515 $591,879 $171,305 $1,956 $4,068
$235,102 $146,711 ($37,291) $270,956 ($135,168) ($989) ($9,117)
$0 $0 $0 $0 $0 $0 $0
$235,102 $146,711 ($37,291) $270,956 ($135,168) ($989) ($9,117)
100.00% 101.90% 85.19% 147.56% 14.01% 40.25% 45.83%
($0) $28,123 ($83,667) $222,426 ($156,173) ($1,227) ($9,482)
9.85% 12.77% -7.96% 45.78% -78.90% -50.56% -224.10%

Proposed Adjustment to Cost Allocation:
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On November 28, 2007, the OEB issued its “Report on Application of Cost Allocation for
Electricity Distributors” (the “Cost Allocation Report”). In the Cost Allocation Report, the OEB
established what it considered to be the appropriate ranges of revenue to cost ratios which are
summarized in Table 3 below. Table 3 also provides PSP’s proposed 2011 revenue to cost
ratios. The proposed revenue to cost ratios reflects adjustments to revenue to address cross

subsidization.

Table 3
PSP’s Proposed Revenue to Cost Ratios

2011 Revenue to Cost Ratios

Updated OEB Proposed
Cost Allocation Revenue to
Model Cost Ratios Board Target
Low High
Residential 102% 102% 85% 115%
GS <50kw 85% 85% 80% 120%
GS >50kw 148% 141% 80% 180%
Sentinel Lighting 40% 70% 70% 120%
Street Lighting 14% 28% 70% 120%
USL 46% 80% 80% 120%

PSP is proposing in this application to re-align its revenue to cost ratios by adjusting the
allocations of revenue among rate classes in order to reduce some of the cross-subsidization
that is occurring. The proposed re-alignment will move the Sentinel Lighting and Unmetered
Scattered Load classes to the lower end of the Board Target ranges. To mitigate the impact on
the Street Lighting class, PSP has followed the Board direction provided to other LDCs in
previous Cost of Service decisions and therefore has moved the Street Light class to a Revenue
to Cost Ratio of 28% for 2011 with the intention of moving to the 70% target over the term of
IRM period following the 2011 Cost of Service application. It is proposed the Street Lighting
class move to revenue to cost ratios of 42%, 56%, and to 70% in the years 2012, 2013, and
2014 respectively. This upward revenue to cost ratio adjustments has resulted in the need to
decrease the R/C ratios in other classes. PSP is proposing to adjust the General Service
>50kW class from 148% to 141% since the only other remaining customer class who exceeds a
revenue to cost ratio of 100% is Residential which is relatively close to unity at 102%.
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The following table outlines the revenue splits required to achieve the proposed revenue to cost

ratios:

Table 4

Revenue Split by Rate Class to Achieve Proposed R/C Ratios

Customer Class

Rev Requirement %

Residential 55.41%
GS <50kw 17.63%
GS >50 24.60%
Sentinel Lights 0.05%
Street Lighting 1.80%
USL 0.50%
TOTAL 100.00%

Cost Allocation Summary:

The discussion and tables above support PSP’s proposed reallocation of distribution revenues

across customer classes in accordance with Board directions, in order to begin moving toward

revenue to cost ratios of 100% and reduce cross-subsidization. PSP submits that the proposed

reallocation of distribution revenue is fair and reasonable and customer class revenues will

more closely reflect the actual costs of providing distribution service to that class.
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Informational Year Cost

Classes Filing % Allocation %
Column 7A
Residential $988,184 54% $1,481,083 55%
GS<50 kW $435,866 24% $564,967 21%
GS 50 - 4,999 kW $290,078 16% $467,713 17%
Street Lights $114,605 6% $181,621 7%
Sentinel lights $1,825 0% $2,053 0%
Unmetered Scattered load $15,249 1% $17,505 1%
Total $ 1,845,808 100% $ 2,714,943 100%
Calculated Class Revenues
Column 7B Column 7C Column 7D Column 7E

Load Forecast X Load Forecast

Load Forecast

Current X Existing X Proposed Miscellaneous

Classes Approved Rates Rates X (1+d) Rates Revenue

Residential $1,014,559 $1,455,278 $1,448,385 $62,381
GS<50 kw $323,723 $464,347 $460,963 $19,675
GS 50 - 4,999 kW $463,372 $664,659 $643,073 $14,170
Street Lights $15,185 $21,781 $47,102 $3,752
Sentinel lights $494 $708 $1,395 $42
Unmetered Scattered load $5,008 $7,183 $13,038 $965
Total $ 1,822,340 $ 2,613,957 $ 2,613,956 $ 100,986

Note: d = Revenue Deficiency / Base Revenue Requirement (L.F.X current approved rates $1,822,340)

d= 0.434395455

Re-balancing Revenue-to-Cost Ratios

Previously Status Quo
Approved Ratios Ratios

Most Recent (Col 7C+Col

Classes Year 2006 7E) / Col 7A
Residential 104.74% 102.47%
GS<50 kw 86.33% 85.67%
GS 50 - 4,999 kw 140.74% 145.14%
Street Lights 13.56% 14.06%
Sentinel lights 33.60% 36.56%
Unmetered Scattered load 66.30% 46.55%

Proposed Revenue-to-Cost Ratios

Proposed

Ratios
(Col 7D+Col 7E)

/ Col 7A
102.00%
85.07%
140.52%
28.00%
70.00%
80.00%

Proposed Revenue-to-Cost Ratios

2011 2012

Classes % %

Residential 102.00% 102.00%
GS<50 kw 85.07% 85.07%
GS 50 - 4,999 kW 140.52% *

Street Lights 28.00% 42.00%
Sentinel lights 70.00% 70.00%
Unmetered Scattered load 80.00% 80.00%

2013
%
102.00%
85.07%
*
56.00%
70.00%
80.00%

Policy Range
%
85 - 115
80 -120
80 - 180
70 - 120
70 - 120
80 -120

* Note: The proposed increase in Street Lights in 2012 and 2013 will be offset by a propsed reduction

to the GS 50 - 4999 kW class
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1.0 RATE DESIGN OVERVIEW

This Exhibit documents the calculation of PSP’s proposed distribution rates by rate class for the

2011 test year, based on rate design as proposed in this Exhibit.

PSP has determined its total 2011 service revenue requirement to be  $2.714,943 " The total

revenue offsets in the amount of $ 100,986 reduce PSP's total service revenue requirement

to a base revenue requirement to ~ $2:613,957

which is used to determine the proposed
distribution rates. The base revenue requirement is derived from PSP’s 2011 capital and
operating forecasts, weather normalized usage, forecasted customer counts, and PSP’s

regulated return on rate base. The revenue requirements are summarized below in Table 1:

Table 1

Calculation of Base Revenue Requirement

OM&A Expenses $ 1,795,417
Amortization Expenses $ 389,525
Total Distribution Expenses $ 2,184,942
Regulated Return On Capital $ 482,304
PILs $ 47,696
Service Revenue Requirement $ 2,714,943
Less: Revenue Offsets $ 100,986

Base Revenue Requirement $ 2,613,957

The outstanding base revenue requirement is allocated to the various rate classes using the

following proposed apportionment of revenue as outlined in Exhibit 7 — Cost Allocation.
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Customer Class

Rev Requirement %

Residential 55.41%
GS <50 kW 17.63%
GS >50 24.60%
Sentinel Lights 0.05%
Street Lighting 1.80%
USL 0.50%
TOTAL 100.00%

Table 3

The following Table 3 outlines the results of this allocation.

Allocation of Outstanding Base Revenue Requirement

Total Net Rev.
Customer Class Requirement
Residential 1,448,385
GS <50 kw 460,963
GS >50 643,073
Sentinel Lights 1,395
Street Lighting 47,102
USL 13,038
TOTAL 2,613,956
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2.0 FIXED/VARIABLE PROPORTION
Determination of Monthly Fixed/Volumetric Charges:

PSP’s current OEB-approved monthly fixed charges and volumetric charges are provided in
Table 4 and Table 5 below:

Table 4

Parry Sound Power Corp. Current Monthly Fixed Charges

Customer Class Connection Customer
Residential 16.79
GS <50 kW 25.29
GS >50 171.14
Sentinel Lights 1.74
Street Lighting 0.41
USL 8.96

Table 5

Parry Sound Power Corp. Current Volumetric Charges

Customer Class kW kWh
Residential| 0.0134
GS <50 kW 0.0104
GS>50 | 3.4592

Sentinel Lights 6.7501

Street Lighting 4.1163

USL | 0.0523
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Table 6 below provides the existing Fixed/Variable splits for each of the customer classes.

Table 6
Fixed and Variable Proportion
Current Volumetric | Current Fixed
Customer Class Split Charge Spilt
Residential 44.15% 55.85%
GS <50 kW 53.76% 46.24%
GS >50 69.92% 30.08%
Sentinel Lights 49.26% 50.74%
Street Lighting 65.62% 34.38%
USL 61.35% 38.65%

PSP submits that it is appropriate for 2011 to maintain the same fixed/variable proportions

assumed in the current rates for all customer classifications.

Proposed Fixed Charges:

Table 7 below provides the proposed fixed distribution charges based on the proposed fixed

revenue proportion:

Table 7

Proposed Fixed Monthly Distribution Charge

Total Net Rev.

Current Fixed

2011 Forecast
Customers /

Fixed Rate Based on
Current
Fixed/Variable

Rate Class Requirement Charge Spilt Connections Revenue Proportions
Residential $ 1,448,385 55.85% 2,812 $ 23.97
GS <50 kW 460,963 46.24% 493 $ 36.01
GS >50 643,073 30.08% 68 $ 237.51
Sentinel Lights 1,395 50.74% 12 $ 4.92
Street Lighting 47,102 34.38% 1,061 $ 127
uUsL 13,038 38.65% 18 $ 23.33

$ 2,613,956
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The variable distribution charge is calculated by dividing the variable distribution portion of the

base revenue requirement by the appropriate 2011 Test Year usage, kWh or kW, as the class

charge determinant.

The following Table 8 provides PSP’s calculations of its proposed variable distribution charges
for the 2011 Test Year assuming the same fixed/variable split used in designing the current

approved rates.

Table 8

Variable Distribution Charge Calculation

Total Net Rev.

Current Variable

2011 Forecast

Volumetric Rate
Based on Current
Fixed/Variable

Rate Class Requirement Charge Spilt kWh / kW Revenue Proportions
Residential $ 1,448,385 44.15% 33,427,924 $ 0.0191
GS <50 kw 460,963 53.76% 16,733,379 $ 0.0148
GS >50 643,073 69.92% 97,727 $ 4.6012
Sentinel Lights 1,395 49.26% 36 $ 19.0674
Street Lighting 47,102 65.62% 2421 $ 12.7683
USL 13,038 61.35% 58,750 $ 0.1362

$ 2,613,956

Table 9 provides a comparison of the Current and Proposed Monthly fixed charges as well as

the ceiling as calculated in the Cost Allocation Study.

Table 9

Monthly Fixed Charges Comparison

Current Volumetric

Current Fixed

Fixed Rate Based on
Current
Fixed/Variable

2010 Rates From
OEB Approved

Minimum
System with
PLCC
Adustment
(Ceiling Fixed
Charge From
Cost Allocation

Customer Class Split Charge Spilt Total Revenue Proportions Tariff Model)
Residential 44.15% 55.85% 100.00% 23.97 16.79 25.68
GS <50 kW 53.76% 46.24% 100.00% 36.01 25.29 44.92
GS >50 69.92% 30.08% 100.00% 23751 171.14 119.54
Sentinel Lights 49.26% 50.74% 100.00% 4.92 1.74 14.19
Street Lighting 65.62% 34.38% 100.00% 1.27 0.41 14.21
USL 61.35% 38.65% 100.00% 23.33 8.96 72.14
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3.0 RETAIL TRANSMISSION SERVICE RATES (RTSR)

PSP has completed the RTSR Workform Excel file provided by the OEB and has used the
resulting rates for bill impact comparison purposes. The calculated rates from the RTSR
workform model for both Network and Connection has also been used with forecast load data in

the Cost of Power.

PSP is proposing the revised rates calculated by the model be used with an effective date of
May 1, 2011.

PSP is aware that the Retail Transmission rates are subject to any modifications as a result of
an OEB decision on Hydro One Networks’ 2011 Uniform Transmission Rate Adjustment
Application January 1, 2011.

The RTSR Workform excel model is included below.

Proposed RTSR Network Rates

Adjusted RTSR-
Retedass \ol Metric Network Billed KW\h Billed KW Billed Anount
(ACUmSSedDll  (B)GumHSetBLl2  Q@umisestBl2  D=B*@oB*Q
Residertial KAh $ 00080 3667512 0 $ 107
Gengrd Senvice Less Then50KW KAh $ 0.0046 1748733 0 % 0,072
Geregrd Sanvice 50t04,99 KW KW $ 186/0 1494190 2577 % 40
Gengrd Senvice 50t04,999 KW Intervd Metered Kw $ 22217 25068067/5 51,50 $ 11454
Unetered Scattered Loed KAh $ 0.0046 62627 0O 3% 287
Sertind Lighting Kw $ 14152 133% P 3 %
Srrest Lighting W $ 14080 187 204 $ 3413
B ADL9A %619 $ 46298
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Proposed RTSR Connection Rates

Resdatial

Grad SviceLess TrenS0RW
Grad Snice0to4 PRV
Garad Shice30t04 9P KNV-Intaevd Meered

RteQass

Unetered Scattared Loed

Satind Lighting
Sredt Lighirg

\O Metric

22222353

Adusted RTSR-
Gomation

(A @umSSeet D12

0000
000%
143
1724
000%
1130
1117

B P BB P BB

Parry Sound Power Corporation
EB-2010-0140
Exhibit 8
Schedule 3

Page 2 of 2
Filed: October 15, 2010
Billed kKA Blled kW Blled Arourt
® @umHIet BL2 (Q@iumI S BL2 D=B*BaB*Q
FH6KBID 0 $ 451
1748738 0 $ 63456
UMD L517  $ 6L23
5065 550 $ 8977
62627 0 $ 21
1336 P 3 4
eIty 0% 204 $ 265
BA,934 B6EO $ 3322
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4.0 LOW VOLTAGE CHARGES

PSP is an embedded distributor with Hydro One and is subject to Low Voltage charges. The
2008 audited balance of variance account 1550 was disposed of as part of the 2010 IRM rate
application. The 2009 accumulated principal balance is a credit of $1,312 which is being
disposed of in this rate application. Since the accumulated amount is relatively insignificant

PSP is proposing to continue with the current approved LV rates.

The table below represents PSP’s forecasted Low Voltage revenues at the proposed rates. The

total revenue has also been used in PSP’s calculation of the Cost of Power.

Low Voltage Volume

Class per Load Forecast Metric 2011

Residential kWh 33,427,924 | $0.0010 $33,428

Street Lighting kw 2,421 | $0.3313 $802

Sentinel Lighting kw 36 | $0.3569 $13

GS<50kwW kwh 16,733,379 | $0.0007 $11,713

GS>50kwW kw 97,727 $0.3710 $36,257

Unmetered Scattered Load kWh 58,750 [ $0.0009 $53
TOTAL $82,266

10

11

12
13
14

15

16

17

Other Electricity Charges:

PSP proposes to leave rates for, Wholesale Market Service, Rural Rate Protection Charge,

Standard Supply Service — Administrative Charge, and transformer allowance at current

approved rates.
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PSP has a Supply

Facilities Loss Factor of 3.4% applied to purchased commaodity form the IESO.

Total Loss Factor:

PSP has calculated the distribution loss factor based on the wholesale and retail kWh for the

years 2004 to 2009. The calculations are summarized in Table 15 below.

Table 15

Total Loss Factor Calculations

A “Wholesale" kWh (IESO) Qty at the Meter
B “Wholesale" kwWh (PGEN)
C Net "Wholesale" kWh (A)-(B)

D Retail kWh (Distributor) Qty at the Meter
E
F Net "Retail' kWh (D)-(E)

G Distribution Loss Factor [(C)/(F)]

Total Utility Loss Adjustment Factor

Supply Facility Loss Factor

Distribution Loss Factor (6 year average)

Total Loss Factor

Secondary Metered Customer
Total Loss Factor - Secondary Metered Customer < 5,000kW
Total Loss Factor - Secondary Metered Customer > 5,000kW

Primary Metered Customer
Total Loss Factor - Primary Metered Customer < 5,000kW
Total Loss Factor - Primary Metered Customer > 5,000kW

PSP is proposing to apply a revised Total Loss Factor of 1.0808% to customer consumption

where applicable.

2004 2005 2006 2007 2008 2009
82,366,827 88,169,677 83,591,580 87,972,204 85,960,408 86,110,711
5,171,332 4,979,600 6,403,233 5,368,422 7,256,553 6,652,867
87,538,159 93,149,277 89,994,813 93,340,626 93,216,960 92,763,578
83,859,893 89,091,693 86,105,589 89,092,790 89,230,116 88,772,959
83,859,893 89,091,693 86,105,589 89,092,790 89,230,116 88,772,959
1.0439 1.0455 1.0452 1.0477 1.0447 1.0450
LAF
1.0340 i
1.0453 ii
1.0809 iii =i *ii
n/a
1.0700 iii* .99
n/a
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2 6.0 RATE SCHEDULES AND BILL IMPACT INFORMATION
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\ersion: 211
Ontario
Residentid
Consumption 800 kwh
Qurrent Board-Approved Proposed Inpact
Rate \olure| Charge Rate \Vdume| Chage %
Charge Lhit @ ® @ @ | |$Ghange Change

1 Morthly Service Charce morthly $ 167900 1$ 16M|($ B9 1$ 9||$ 718 22704
2 Srat Veer Rate Adcer northly $ 10000 1$ 100||$ 1719 $ 171([$ 071 7119%
3 Sanvice Chage Rate Adder(s)  morthly 1% - 1$ - $ -
4 SniceChage RateRider(s)  nonthly 1$ - is$ - $ -
5 Distribution Vdluretric Rate per kAh $ 00134 0% 1072|($ 00191 800 $ 158|($ 45| 425%
6 Low\bitage Rate Adder per KAR $ omo| 80$ o0m||$ ooow0| s0$ o0w||$ - | 0004
7 \duretric Rete Addex(s) per KWh Qs - 8y s$ - $ -
8 \duretric Rate Rider(s) per KAh aas$ - 1S90 I $ -
9 Smat Meter Disposition Rider ags$ - 8nys - $ -
10 LRAM& SSMRate Rider per kAR 1500 IS $ 00010 803$ 08||$ 080
11 DefaralVariance Account per kAR 1500 IV $ 001 80 $ 816(|$ 816

Disposition Rate Rider
12 Qobd Adustment subaccount dis per KWh $ 00126 80 $ 1008 $ - |[$ 1008|-10000%
13 Rate Rider oeferralvariance aoooL per KWh $ 00074 00-$ LR $ - $ 592|-10000%4
14 $ - $ - $ -
15 $ - $ - $ -
16 Sub-Totd A-Distribution $ R $ 02||$ 1725| 5.5
17 RTSR- Netwark per KAh $ 0004 84683$ 457||$ O00D| 8634 $ 46| [-$ 021 4594
18 RTSR-Linead per KAh

Tars an on $ 00047 84683$ 3B||$ 0000| 84634 $ 343([-$ 055| 13794
19 Sib-Totd B-Ddivery $ 2® $ BR[| |$ 1650 N0

(including Sub-Totd A)
20 Whdesde Market Savice per KAh $ 00032 8683$ 440||$ O00R2| 84634 $ 450(($ 009 2104

Charge (WVEC)
21 Rurd and Rentte Rate per KA $ 00013 84683$ 110||$ O0003| 8634 $ 112(($ 002 2104

Protedtion (RRRP)
22 Spedal Purpose Charge per KAh $00008730| 84688$% 0| [$000B70| 84684 $ 0R|[$ 001 2104
23 Sandard Supply Senice Charge. morthly $ 0X0 1$ 0x||$ 020 1$ o0x5||$ - 000%
24 Dot Refrement Chage(DRC)  per AR $ 00065 8683$ 550||$ 000B| swesds S&||$ 02| 210%
5 Begy per KAh 84683 $ - 846 $ - $ -
Y. ) $ - $ - $ -
27 $ - $ - $ -
28 Totd Bill (oefore Taxes) $ 5360 $ 0B |$ 1673] 3120
29 HST 1344 $ 697 13% $ 914([$ 218 .24
D Totd Bill (nduding Lbtotal $ 6057 $ 7m|[s 1891] 3120

B

g8

Loss Factor (%9 Note 1 5.86% 8.09%
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\ersion: 211
Ontario
Genera Service <50kwW
Consunmption lE KWh
Current Board-Approved Proposed Inpact
Rate \olune | Charge Rate Volume | Charge %
Charge Unit @ ® ® ©® $Changg Change
1 Monthly Senice Charge nmorthly $ 252000 1U$ 5629 |3$ 36.0100 U$ BOL[[$ 1072| 42.30%
2 Srat Meter Rate Adder nmorthy $ 10000 1$ 1003 17119 Us$ 171([($ 071 7L19%
3 Senice Charge Rate Addex(s) 1$s - 1$ - $ -
4 Senice Charge Rate Ricer(s) 1$s - 1$ - $ -
5 Digtribution Voluetric Rate per KAh $ 00104 220 2080 |$ 00148 200$ 2060||$ 880 4231%
6 Low\dtage Rate Adder per KWh $ 00007 200$% 140/ |$ 0.0007 20% 140(|$ - 0.00%
7 \olumetric Rate Adder(s) 0% - 200% - $ -
8 \blumetric Rate Rider(s) 200% - 200% - $ -
9 Smat Meer Digposition Rider 2009% - 0% - $ -
10 LRAM&SSMRider 209% - $ 0.0006 200 120/($ 120
11 Deferd/Vaiance Account 2009% - $ 0.0100 2000$ 200]||$ 200
Disposition Rate Rider
12 Qobal Adustment subaccount disj per Kh $ 00126 200% 2520 $ - $ 25.20|-100.00%4
13 Rate Rider deferalvariance acool per Kh -$ 00074 200-% 1480 $ - $ 14.80|-100.00%
14 $ - $ - $ -
15 $ - $ - $ -
16 Sub-Totd A- Dstribution $ 5889 $ VX 3B| 526
17 RTSR-Network per K\h $ 00049| 21721$ 1037| | $ 0006| 216170 $ 990| (S 048] -459%
18 RTSR-lineard per KWh $ o3| 21172($ 910||$  00m6| 26071 $  785||$ 126| -1379%
Trarsfometion Gomedtion
19 Sub-Tota B- Delivery $ 7837 $ 10767| |$ 00| 3739
(induding Sub-Totad A)
20 Whdesde Market Senvice per KAh $ 000x2| 211721$ 1101|($ 000B2| 2161710 $ 1124|($ 023 210%
Charge (VWVBO)
21 Rurd ad Remate Rate per KAh $ 00013| 21721$ 27| ($ 00013| 216170 $ 28| |$ 006| 210%
Protection (RRRP)
22 Speda Pumpose Cherge $ 0000370| 21172$ 07| |($ 00003730| 216174 $ 08| [$ 0| 210%
23 Standhrd Supply Senvice Crarge. monthly $ 02500 U1$ 0X5)|$ 0.2500 1$ 05(|$ - 0.00%
24 Delat Retirevent Charge (DRO) $ 00066| 21721$ 1376| ($ 00065( 216171 $ 1406(($ 029| 210%
25 BEegy 1721$ - 26171 $ - $ -
26 $ - $ - $ -
27 $ - $ - $ -
28 Totd Bill (before Taxes) $ 1063 $ 13683]|$ 00| 27.99
29 HST 134 $ 1390 13% $ 7P| [$ 38 27.9%
30 Totd Bill (induding Subtotal $ 12083 $ 1461113 RB| 279
B

31 LossFadtor Note 1 5.86%4



© 0O N o 0o A W DN P

e
— O

12
13
14
15
16

17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

Parry Sound Power Corporation
EB-2010-0140

Exhibit 8

Tab 1

Schedule 6

Page 4 of 22

Filed: October 15, 2010

Customer classes:

Residential:
This classification refers to the supply of electrical energy to residential customers in

detached or semi-detached units, as defined in the local zoning by-law.

General Service Less than 50 kW:

This classification refers to the supply of electrical energy to commercial buildings taking
electricity at 750 volts or less whose monthly average peak demand is less than, or is
forecast to be less than, 50 kW. Commercial buildings are defined as buildings, which are

used for purposes other than residential dwellings.

General Service 50 to 4,999 kW:

This classification refers to the supply of electrical energy to commercial buildings whose
monthly average peak demand is equal to or greater than, or is forecast to be equal to or
greater than, 50 kW but less than 5,000 kwW. Commercial buildings are defined as buildings,

which are used for purposes other than residential dwellings.

Street Lighting:

This classification refers to the Street Lighting system owned by the Town of Parry Sound.
The consumption for these customers will be based on the calculated connected load times
the required lighting times established in the approved OEB street lighting load shape

template.

Sentinel Lighting:
This classification refers to an account that is an unmetered lighting load supplied to a
sentinel light where consumption is based on connected load.
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Unmetered Scattered Load:

This classification refers to an account taking electricity at 750 volts or less whose monthly
average peak demand is less than, or is forecast to be less than, 50 kW and the consumption
is unmetered. Unmetered or flat connections are permitted with the approval of PSP’s
Engineering Department. Flat rate connects may include, but are not limited to, Traffic Lights,
Street Lights, Bus Shelters, and Signs. Energy consumption is determined by information
provided by the customer and/or load measurement taken by PSP following connection of the

flat service.
Proposed Distribution Rates:

The following table sets out PSP’s proposed 2011 electricity distribution rates based on the

foregoing calculations, including recovery of transformer allowance, Low Voltage charges,

regulatory assets rate rider and the smart meter rate adder of $ 171 /month:
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Customer Class Item Description Unit Rate ($)
Residential
Monthly Service Charge per month 23.97
Distribution Volumetric Rate per kWh 0.0191
Low Voltage Rider per kWh 0.0010
LRAM and SSM Rate Rider per kWh 0.0010
Smart Meter Rate Adder per month 1.71
Deferral and Variance Account Rider per kWh 0.0102
GS <50 kW
Monthly Service Charge per month 36.01
Distribution Volumetric Rate per kWh 0.0148
Low Voltage Rider per kWh 0.0007
LRAM and SSM Rate Rider per kWh 0.0006
Smart Meter Rate Rider per month 1.71
Deferral and Variance Account Rider per kWh 0.0100
GS >50
Monthly Service Charge per month 237.51
Distribution Volumetric Rate per kW 4.7450
Low Voltage Rider per kW 0.3710
LRAM and SSM Rate Rider per kWh 0.5230
Smart Meter Rate Rider per month 1.71
Deferral and Variance Account Rider per kW (0.6753)
Sentinel Lights
Monthly Service Charge per month 4.92
Distribution Volumetric Rate per kW 19.0674
Low Voltage Rider per kW 0.3569
LRAM and SSM Rate Rider per kW 0.0000
Deferral and Variance Account Rider per kKW 4.0037
Street Lighting
Monthly Service Charge per month 1.27
Distribution Volumetric Rate per kW 12.7683
Low Voltage Rider per kW 0.3313
LRAM and SSM Rate Rider per kW 0.0000
Deferral and Variance Account Rider per kW (0.2003)
USL
Monthly Service Charge per month 23.33
Distribution Volumetric Rate per kWh 0.1362
Low Voltage Rider per kWh 0.0009
LRAM and SSM Rate Rider per kWh 0.0773
Deferral and Variance Account Rider per kWh 0.0000
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Rate Mitigation:

PSP is proposing to move forward with the rates as applied. The increase in rates are
necessary to attain compliance with the Affiliate Relationship Code by restructuring, provide a
safe reliable distribution system, and afford the customers the same quality service they have
become accustomed to. OM&A costs are increasing as we move into a more rigorous
regulatory environment. PSP’s formal asset management plan dictates a capital and
maintenance plan needed to ensure our infrastructure is sustainable into the future. PSP
feels by deferring any type of rate impact only provides our customers and shareholder relief
on an interim basis. The 2011 test year budget is based on a complete corporate
restructuring, an asset management plan, budgeted resources to afford the totally compliant
utility to operate separate from its affiliates. PSP will monitor the budgeted costs to ensure

they remain inline.
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EXISTING RATE SCHEDULE:

Parry Sound Power Corporation

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2010

except for the microFIT Generator Class effective date of September 21, 2009
This schedule supersedes and replaces all previously approved schedules of

Rates, Charges and Loss Factors
EB-2009-0207

RESIDENTIAL SERVICE CLASSIFICATION

This classification applies to an account taking electricity at 750 volts or less where the electricity is used
exclusively in a separate metered living accommodation. Customers shall be residing in single-dwelling units
that consist of a detached house or one unit of a semi-detached, duplex, triplex or quadruplex house, with a
residential zoning. Separately metered dwellings within a town house complex or apartment building also qualify
as residential customers. All customers are single-phase. Further servicing details are available in the
distributor’s Conditions of Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any
Code or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

No rates and charges for the distribution of electricity and charges to meet the costs of any work or service done
or furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule,
unless required by the Distributor’s Licence or a Code or Order of the Board, and amendments thereto as
approved by the Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under
the Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy and Infrastructure Conservation and Renewable Energy Program, the Provincial Benefit and
any applicable taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge $ 16.79
Smart Meter Funding Adder $ 1.00
Distribution Volumetric Rate $/kWh 0.0134
Low Voltage Service Rate $/kWh 0.0010
Rate Rider for Global Adjustment Sub-Account Disposition — effective until April 30, 2011

Applicable only for Non-RPP Customers $/kWh 0.0126
Rate Rider for Deferral/Variance Account Disposition (2010) — effective until April 30, 2011 $/kWh (0.0074)
Retail Transmission Rate — Network Service Rate $/kwh 0.0054
Retail Transmission Rate — Line and Transformation Connection Service Rate $/kWh 0.0047

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate $/kwh 0.0052
Rural Rate Protection Charge $/kWh 0.0013

Standard Supply Service — Administrative Charge (if applicable) $ 0.25
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Parry Sound Power Corporation

TARIFF OF RATES AND CHARGES

Effective and Implementation Date May 1, 2010
except for the microFIT Generator Class effective date of September 21, 2009

This schedule supersedes and replaces all previously
approved schedules of Rates, Charges and Loss

Factors
EB-2009-
0207

GENERAL SERVICE LESS THAN 50 kW SERVICE CLASSIFICATION

This classification applies to a non residential account taking electricity at 750 volts or less whose average
monthly maximum demand is less than, or is forecast to be less than, 50 kW. Further servicing details are
available in the distributor’'s Conditions of Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any
Code or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

No rates and charges for the distribution of electricity and charges to meet the costs of any work or service done
or furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule,
unless required by the Distributor’s Licence or a Code or Order of the Board, and amendments thereto as
approved by the Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under
the Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy and Infrastructure Conservation and Renewable Energy Program, the Provincial Benefit and
any applicable taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge $ 25.29
Smart Meter Funding Adder $ 1.00
Distribution Volumetric Rate $/kWh 0.0104
Low Voltage Service Rate $/kWh 0.0007
Rate Rider for Global Adjustment Sub-Account Disposition — effective until April 30, 2011

Applicable only for Non-RPP Customers $/kWh 0.0126
Rate Rider for Deferral/Variance Account Disposition (2010) — effective until April 30, 2011 $/kWh (0.0074)
Retail Transmission Rate — Network Service Rate $/kWh 0.0049
Retail Transmission Rate — Line and Transformation Connection Service Rate $/kWh 0.0043
MONTHLY RATES AND CHARGES - Regulatory Component
Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0013
Standard Supply Service — Administrative Charge (if applicable) $ 0.25
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Parry Sound Power Corporation

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2010
except for the microFIT Generator Class effective date of September 21, 2009

This schedule supersedes and replaces all previously approved schedules of

Rates, Charges and Loss Factors
EB-2009-0207

GENERAL SERVICE 50 to 4,999 kW SERVICE CLASSIFICATION

This classification applies to a non residential account whose average monthly maximum demand used for
billing purposes is equal to or greater than, or is forecast to be equal to or greater than, 50 kW but less than
5,000 kW. Further servicing details are available in the distributor’'s Conditions of Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any
Code or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

No rates and charges for the distribution of electricity and charges to meet the costs of any work or service done
or furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule,
unless required by the Distributor’s Licence or a Code or Order of the Board, and amendments thereto as
approved by the Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under
the Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy and Infrastructure Conservation and Renewable Energy Program, the Provincial Benefit and
any applicable taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge $ 171.14
Smart Meter Funding Adder $ 1.00
Distribution Volumetric Rate $kwW 3.4592
Low Voltage Service Rate $kwW 0.3710
Rate Rider for Global Adjustment Sub-Account Disposition — effective until April 30, 2011

Applicable only for Non-RPP Customers $/kW 5.3915
Rate Rider for Deferral/Variance Account Disposition (2010) — effective until April 30, 2011 $kwW (3.2395)
Retail Transmission Rate — Network Service Rate $kwW 1.9979
Retail Transmission Rate — Line and Transformation Connection Service Rate $kW 1.7032
Retail Transmission Rate — Network Service Rate — Interval Metered $kW 2.3775
Retail Transmission Rate — Line and Transformation Connection Service Rate — Interval Metered $/kwW 2.0659

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0013
Standard Supply Service — Administrative Charge (if applicable) $ 0.25
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Parry Sound Power Corporation

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2010
except for the microFIT Generator Class effective date of September 21, 2009

This schedule supersedes and replaces all previously approved schedules of

Rates, Charges and Loss Factors
EB-2009-0207

UNMETERED SCATTERED LOAD SERVICE CLASSIFICATION

This classification applies to an account taking electricity at 750 volts or less whose average monthly maximum
demand is less than, or is forecast to be less than, 50 kW and the consumption is unmetered. Such
connections include cable TV power packs, bus shelters, telephone booths, traffic lights, railway crossings, etc.
The level of the consumption will be agreed to by the distributor and the customer, based on detailed
manufacturer information/ documentation with regard to electrical consumption of the unmetered load or
periodic monitoring of actual consumption. Further servicing details are available in the distributor's Conditions
of Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any
Code or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

No rates and charges for the distribution of electricity and charges to meet the costs of any work or service done
or furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule,
unless required by the Distributor's Licence or a Code or Order of the Board, and amendments thereto as
approved by the Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under
the Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy and Infrastructure Conservation and Renewable Energy Program, the Provincial Benefit and
any applicable taxes.

MONTHLY RATES AND CHARGES — Delivery Component

Service Charge (per customer) $ 8.96
Distribution Volumetric Rate $/kWh 0.0523
Low Voltage Service Rate $/kWh 0.0009
Rate Rider for Global Adjustment Sub-Account Disposition — effective until April 30, 2011

Applicable only for Non-RPP Customers $/kWh 0.0126
Rate Rider for Deferral/Variance Account Disposition (2010) — effective until April 30, 2011 $/kWh (0.0031)
Retail Transmission Rate — Network Service Rate $/kWh 0.0049
Retail Transmission Rate — Line and Transformation Connection Service Rate $/kWh 0.0043

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kWh 0.0013
Standard Supply Service — Administrative Charge (if applicable) $ 0.25
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Parry Sound Power Corporation

TARIFF OF RATES AND CHARGES

Effective and Implementation Date May 1, 2010
except for the microFIT Generator Class effective date of September 21, 2009

This schedule supersedes and replaces all previously approved schedules of

Rates, Charges and Loss Factors
EB-2009-0207

SENTINEL LIGHTING SERVICE CLASSIFICATION

This classification refers to accounts that are an unmetered lighting load supplied to a sentinel light. Further
servicing details are available in the distributor’s Conditions of Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any
Code or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

No rates and charges for the distribution of electricity and charges to meet the costs of any work or service done
or furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule,
unless required by the Distributor’'s Licence or a Code or Order of the Board, and amendments thereto as
approved by the Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under
the Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy and Infrastructure Conservation and Renewable Energy Program, the Provincial Benefit and
any applicable taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge $ 1.74
Distribution Volumetric Rate $/kW 6.7501
Low Voltage Service Rate $/kW 0.3569
Rate Rider for Global Adjustment Sub-Account Disposition — effective until April 30, 2011

Applicable only for Non-RPP Customers $/kW 7.0748
Rate Rider for Deferral/Variance Account Disposition (2010) — effective until April 30, 2011 $kW 2.1054
Retail Transmission Rate — Network Service Rate $kW 1.5144
Retail Transmission Rate — Line and Transformation Connection Service Rate $kW 1.3441

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate $/kwh 0.0052
Rural Rate Protection Charge $/kWh 0.0013

Standard Supply Service — Administrative Charge (if applicable) $ 0.25
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Parry Sound Power Corporation

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2010

except for the microFIT Generator Class effective date of September 21, 2009

This schedule supersedes and replaces all previously approved schedules of

Rates, Charges and Loss Factors
EB-2009-0207

STREET LIGHTING SERVICE CLASSIFICATION

This classification applies to an account for roadway lighting with a Municipality, Regional Municipality, Ministry
of Transportation and private roadway lighting, controlled by photo cells. The consumption for these customers
will be based on the calculated connected load times the required lighting times established in the approved

OEB street lighting load shape template. Further servicing details are available in the distributor’'s Conditions of

Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any
Code or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the

administration of this schedule.

No rates and charges for the distribution of electricity and charges to meet the costs of any work or service done
or furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule,
unless required by the Distributor’'s Licence or a Code or Order of the Board, and amendments thereto as

approved by the Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under

the Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy and Infrastructure Conservation and Renewable Energy Program, the Provincial Benefit and

any applicable taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge (per connection) $ 0.41
Distribution Volumetric Rate $/kwW 4.1163
Low Voltage Service Rate $/kw 0.3313
Rate Rider for Global Adjustment Sub-Account Disposition — effective until April 30, 2011

Applicable only for Non-RPP Customers $/kw 4.8032
Rate Rider for Deferral/Variance Account Disposition (2010) — effective until April 30, 2011 $/kw (3.0244)
Retail Transmission Rate — Network Service Rate $/kW 1.5067
Retail Transmission Rate — Line and Transformation Connection Service Rate $/kW 1.3166
MONTHLY RATES AND CHARGES - Regulatory Component
Wholesale Market Service Rate $/kwh 0.0052
Rural Rate Protection Charge $/kWh 0.0013
Standard Supply Service — Administrative Charge (if applicable) $ 0.25
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Parry Sound Power Corporation

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2010
except for the microFIT Generator Class effective date of September 21, 2009

This schedule supersedes and replaces all previously approved schedules of

Rates, Charges and Loss Factors
EB-2009-0207

microFIT GENERATOR SERVICE CLASSIFICATION

This classification applies to an electricity generation facility contracted under the Ontario Power Authority’s
microFIT program and connected to the distributor’s distribution system. Further servicing details are available in
the distributor's Conditions of Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any
Code or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

No rates and charges for the distribution of electricity and charges to meet the costs of any work or service done
or furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule,
unless required by the Distributor's Licence or a Code or Order of the Board, and amendments thereto as
approved by the Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under
the Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy and Infrastructure Conservation and Renewable Energy Program, the Provincial Benefit and
any applicable taxes.

MONTHLY RATES AND CHARGES - Delivery Component — effective September 21, 2009

Service Charge $ 5.25
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Parry Sound Power Corporation

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2010
except for the microFIT Generator Class effective date of September 21, 2009

This schedule supersedes and replaces all previously

approved schedules of Rates, Charges and Loss Factors
EB-2009-0207

Transformer Allowance for Ownership - per kW of billing demand/month $ (0.60)
Primary Metering Allowance for transformer losses — applied to measured demand and energy % (1.00)

SPECIFIC SERVICE CHARGES

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any
Code or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

No charges to meet the costs of any work or service done or furnished for the purpose of the distribution of
electricity shall be made except as permitted by this schedule, unless required by the Distributor’s Licence or a
Code or Order of the Board, and amendments thereto as approved by the Board, or as specified herein.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy and Infrastructure Conservation and Renewable Energy Program, the Provincial Benefit and
any applicable taxes.

Customer Administration

Arrears certificate $ 15.00
Account history $ 15.00
Credit reference/credit check (plus credit agency costs $ 15.00
Account set up charge/change of occupancy charge (plus credit agency costs if applicable) $ 30.00
Returned Cheque (plus bank charges) $ 15.00
Charge to certify cheques $ 15.00
Legal letter charge $ 15.00
Special meter reads $ 30.00
Meter dispute charge plus Measurement Canada fees (if meter found correct) $ 30.00
Non-Payment of Account
Late Payment - per month % 1.50
Late Payment - per annum % 19.56
Collection of account charge — no disconnect $ 30.00
Disconnect/Reconnect Charge - At Meter During Regular Hours $ 65.00
Disconnect/Reconnect Charge - At pole During Regular Hours $ 185.00
Install/Remove load control device — during regular hours $ 65.00
Service call — customer owned equipment $ 30.00
Temporary Service install & remove — overhead — no transformer $ 500.00
Temporary Service install & remove — underground — no transformer $ 300.00
Temporary Service install & remove — overhead —with transformer $ 1000.00
Specific Charge for Access to the Power Poles — per pole/year $ 22.35
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Parry Sound Power Corporation

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2010
except for the microFIT Generator Class effective date of September 21, 2009

This schedule supersedes and replaces all previously approved schedules of

Rates, Charges and Loss Factors
EB-2009-0207

RETAIL SERVICE CHARGES (if applicable)

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any
Code or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

No rates and charges for the distribution of electricity and charges to meet the costs of any work or service done
or furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule,
unless required by the Distributor’s Licence or a Code or Order of the Board, and amendments thereto as
approved by the Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under
the Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy and Infrastructure Conservation and Renewable Energy Program, the Provincial Benefit and
any applicable taxes.

Retail Service Charges refer to services provided by a distributor to retailers or customers related
to the supply of competitive electricity

One-time charge, per retailer, to establish the service agreement between the distributor and the retailer $ 100.00
Monthly Fixed Charge, per retailer $ 20.00
Monthly Variable Charge, per customer, per retailer $/cust. 0.50
Distributor-consolidated billing charge, per customer, per retailer $/cust. 0.30
Retailer-consolidated billing credit, per customer, per retailer $/cust. (0.30)
Service Transaction Requests (STR)

Request fee, per request, applied to the requesting party $ 0.25

Processing fee, per request, applied to the requesting party $ 0.50

Request for customer information as outlined in Section 10.6.3 and Chapter 11 of the Retail

Settlement Code directly to retailers and customers, if not delivered electronically through the

Electronic Business Transaction (EBT) system, applied to the requesting party
Up to twice a year no charge
More than twice a year, per request (plus incremental delivery costs) $ 2.00

LOSS FACTORS

If the distributor is not capable of prorating changed loss factors jointly with distribution rates, the revised loss
factors will be implemented upon the first subsequent billing for each billing cycle.

Total Loss Factor — Secondary Metered Customer < 5,000 kW 1.0586
Total Loss Factor — Secondary Metered Customer > 5,000 kW N/A
Total Loss Factor — Primary Metered Customer < 5,000 kW 1.0480

Total Loss Factor — Primary Metered Customer > 5,000 kW N/A
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SCHEDULE OF PROPOSED RATES AND CHARGES

Parry Sound Power Corporation

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2011

Residential

Service Charge

Smart Meter Funding adder

Distribution Volumetric Rate

LRAM and SSM Rate Rider

Low Voltage Service Rate

Rate Rider For Global Adjustment Sub-Account Dispostion Non-RPP
Rate Rider for Deferral/Variance Account Disposition

Regulatory Asset Recovery

Retail Transmission Rate-Network Service Rate

Retail Transmission Rate-Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service-Administrative Charge (if applicable)

General Service Less Than 50 KW

Service Charge

Smart Meter Funding adder

Distribution Volumetric Rate

LRAM and SSM Rate Rider

Low Voltage Service Rate

Rate Rider For Global Adjustment Sub-Account Dispostion Non-RPP
Rate Rider for Deferral/Variance Account Disposition

Regulatory Asset Recovery

Retail Transmission Rate-Network Service Rate

Retail Transmission Rate-Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service-Administrative Charge (if applicable)

Parry Sound Power Corporation
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$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh

$/kwh

$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh
$/kwh

23.97
171
0.0191
0.001
0.0010

0.0054
0.0047
0.0052
0.0013

0.25

36.01
171
0.0148
0.0006
0.0007

0.0049
0.0043
0.0052
0.0013

0.25



General Service 50 KW to 4,999 KW

Service Charge

Smart Meter Funding adder

Distribution Volumetric Rate

LRAM and SSM Rate Rider

Low Voltage Service Rate

Regulatory asset Recovery

Rate Rider For Global Adjustment Sub-Account Dispostion Non-RPP

Rate Rider for Deferral/Variance Account Disposition

Retail Transmission Rate-Network Service Rate

Retail Transmission Rate-Line and Transformation Connection Service Rate
Retail Transmission Rate-Network Service Rate-Interval Metered

Retail Transmission Rate-Line and Transformation Connection Service Rate-Interval Metered
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service-Administrative Charge (if applicable)

Unmetered Scattered Load

Service Charge (per customer)

Distribution Volumetric Rate

LRAM and SSM Rate Rider

Low Voltage Service Rate

Rate Rider For Global Adjustment Sub-Account Dispostion Non-RPP
Rate Rider for Deferral/Variance Account Disposition

Regulatory asset Recovery

Retail Transmission Rate-Network Service Rate

Retail Transmission Rate-Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service-Administrative Charge (if applicable)

Parry Sound Power Corporation
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$ 237.51
171
$/KW 4.745
0.523
$/KW 0.3710
$/KW
$/KW
$/KW
$/KW 1.9979
$/KW 1.7032
$/KW 2.3775
$/kwh 2.0659
$/kwh 0.0052
$ 0.0013
0.25
$ 23.33
$/kwh 0.0523
0.0773
$/kwh 0.0009
$/kwh
$/kwh
$/kwh
$/kwh 0.0049
$/kwh 0.0043
$/kwh 0.0052
$/kwh 0.0013
$ 0.25



Parry Sound Power Corporation

Sentinel Lights

Service Charge

Distribution Volumetric Rate

LRAM and SSM Rate Rider

Low Voltage Service Rate

Rate Rider For Global Adjustment Sub-Account Dispostion Non-RPP
Rate Rider for Deferral/Variance Account Disposition

Regulatory Asset Recovery

Retail Transmission Rate-Network Service Rate

Retail Transmission Rate-Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service-Administrative Charge (if applicable)

Street Lighting

Service Charge (per connection)

Distribution Volumetric Rate

LRAM and SSM Rate Rider

Low Voltage Service Rate

Rate Rider For Global Adjustment Sub-Account Dispostion Non-RPP
Rate Rider for Deferral/Variance Account Disposition

Regulatory Asset Recovery

Retail Transmission Rate-Network Service Rate

Retail Transmission Rate-Line and Transformation Connection Service Rate
Wholesale Market Service Rate

Rural Rate Protection Charge

Standard Supply Service-Administrative Charge (if applicable)

microFIT GENERATOR SERVICE CLASSIFICATION
Service Charge

LOSS FACTORS

Total Loss Factor — Secondary Metered Customer < 5,000 kW
Total Loss Factor — Secondary Metered Customer > 5,000 kW
Total Loss Factor — Primary Metered Customer < 5,000 kW
Total Loss Factor — Primary Metered Customer > 5,000 kW

ALLOWANCES

Transformer Allowance for Ownership - per kW of billing demand/month
Primary Metering Allowance for transformer losses — applied to measured demand and energy
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$KW

$/KW
$/KW
$/KW
$/KW
$KW
$/KW
$/kwh
$/kwh

$IKW
$KW

$/KW
$KW
$IKW
$IKW
$KW
$/KW
$/kwh
$/kwh

$
%

4.92
19.0674
0
0.3569

1.5144
1.3441
0.0052
0.0013

0.25

1.27
12.7683
0
0.3313

1.5067
1.3166
0.0052
0.0013

0.25

5.25

1.0809
N/A
1.0700
N/A

(0.60)
(1.00)
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SPECIFIC SERVICE CHARGES

Customer Administration

Arrears certificate $ 15.00
Account history $ 15.00
Credit reference/credit check (plus credit agency costs $ 15.00
Account set up charge/change of occupancy charge (plus credit agency costs if applicable) $ 30.00
Returned Cheque (plus bank charges) $ 15.00
Charge to certify cheques $ 15.00
Legal letter charge $ 15.00
Special meter reads $ 30.00
Meter dispute charge plus Measurement Canada fees (if meter found correct) $ 30.00
Non-Payment of Account
Late Payment - per month % 1.50
Late Payment - per annum % 19.56
Collection of account charge — no disconnect $ 30.00
Disconnect/Reconnect Charge - At Meter During Regular Hours $ 65.00
Disconnect/Reconnect Charge - At pole During Regular Hours $ 185.00
Install/Remove load control device — during regular hours $ 65.00
Service call — customer owned equipment $ 30.00
Temporary Service install & remove — overhead — no transformer $ 500.00
Temporary Service install & remove — underground — no transformer $ 300.00
Temporary Service install & remove — overhead —with transformer $ 1000.00
Specific Charge for Access to the Power Poles — per pole/year $ 22.35

RETAIL SERVICE CHARGES (if applicable)

Retail Service Charges refer to services provided by a distributor to retailers or customers rel
to the supply of competitive electricity

One-time charge, per retailer, to establish the service agreement between the distributor and the r
Monthly Fixed Charge, per retailer
Monthly Variable Charge, per customer, per retailer
Distributor-consolidated billing charge, per customer, per retailer
Retailer-consolidated billing credit, per customer, per retailer
Service Transaction Requests (STR)

Request fee, per request, applied to the requesting party

Processing fee, per request, applied to the requesting party
Request for customer information as outlined in Section 10.6.3 and Chapter 11 of the Retail
Settlement Code directly to retailers and customers, if not delivered electronically through the
Electronic Business Transaction (EBT) system, applied to the requesting party

Up to twice a year

More than twice a year, per request (plus incremental delivery costs)
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RECONCILIATION OF RATE CLASS REVENUE:
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2011 Test Year Distribution Revenue Reconciliation

Fixed Variable Transformer
Distribution Distribution Allowance | Total Distribution
Customer Class Revenue Revenue Credit Revenue Expected
Residential $ 808,933 | $ 638,473 $ 1,447,407 | $ 1,448,385
GS <50kwW $ 213149 $ 247,654 $ 460,803 | $ 460,963
GS>50 $ 193407 | $ 463,715 ($14,046)| $ 643,075 | $ 643,073
Serttinel Lights $ 708 | $ 687 $ 13%5|%$ 1,395
Street Lighting $ 16193 | $ 30,910 $ 47102 | $ 47,102
USL $ 5039 | $ 8,002 $ 13041 | $ 13,038
Total $ 1237428 $ 1,389,440 ($14,046) $ 2612823 $ 2,613,956
Difference Due to Rate Rounding
$ 1,134
Bill Impacts

Appendix A to this Schedule presents the results of the assessment of customer total bill

impacts by customer rate class.

Impacts are derived using the current distribution rates and the proposed 2011 distribution

rates, a revised Smart Meter rate adder, the proposed new Deferral and Variance Account
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Asset rate rider, the proposed Lost Revenue Adjustment Mechanism, and the proposed
revised Loss Factors.

The total bill impacts are calculated for each rate class at various levels of consumption. The

rate impacts are assessed on the basis of moving to the proposed distribution rates.
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2010 BILL 2011 BILL IMPACT
Volume | FATE | CHARGE | \oume | RATE | CHARGE Change | Change | o ot Tora gill
$ $ 3 $ $ %
Monthly Service Charge 16.79 23.97 7.18 42.76% 60.64%
Distribution (kwWh) 100 0.0134 1.34 100 0.0191 1.91 0.57 42.54% 4.83%
Low Voltage Rider (kWh) 100 0.0010 0.10 100 0.0010 0.10 0.00 0.00% 0.25%
Smart Meter Rider (per month) 1.00 1.71 0.71 71.19% 4.33%
LRAM & SSM Rider (kwh) 100 0.0000 0.00 100 0.0010 0.10 0.10 #DIV/O! 0.25%
Deferrral & Variance Acct (kWh) 100 0.0052 0.52 100 0.0102 1.02 0.50 96.21% 2.58%
Distribution Sub-Total 19.75 28.81 9.06 45.88% 72.89%
Retail Transmisssion (kWh) 106 0.0101 1.07 108 0.009015 0.97 (0.09) (8.87%) 2.47%
Delivery Sub-Total 20.82 29.79 10.28 49.38% 75.36%
Other Charges (kWh) 106 0.0130 1.38 108 0.0130 141 0.03 2.10% 3.55%
Cost of Power Commodity (kWh) 106 0.0687 7.28 108 0.0687 743 0.15 2.10% 18.79%
Total Bill Before Taxes 28.40 37.65 9.24 32.55% 95.24%
GST 5.00% 142 5.00% 1.88 0.46 32.55% 4.76%
Total Bill 29.82 39.53 9.71 32.55% 100.00%
Residential Consumption 250 kWh
2010 BILL 2011 BILL IMPACT
Volume RATE CHARGE Volume RATE CHARGE Change Change % of Total Bill
$ $ $ $ $ %
Monthly Service Charge 16.79 23.97 7.18 42.76% 41.07%
Distribution (KWh) 250 0.0134 3.35 250 0.0191 4.78 1.43 42.54% 8.18%
Low Voltage Rider (Kwh) 250 0.0010 0.25 250 0.0010 0.25 0.00 0.00% 0.43%
Smart Meter Rider (per month) 1.00 171 071 71.19% 2.93%
LRAM & SSM Rider (KWh) 250 0.00 250 0.0010 0.25 0.25 #DIV/O! 0.43%
Deferrral & Variance Acct (kWh) 250 0.0052 1.30 250 0.0102 255 1.25 96.21% 4.37%
Distribution Sub-Total 22.69 33.51 10.82 47.68% 57.41%
Retail Transmisssion (kWh) 265 0.0101 267 270 0.009015 2.44 (0.24) (8.87%) 417%
Delivery Sub-Total 25.36 35.94 12.79 50.44% 61.58%
Other Charges (kWh) 265 0.0130 344 270 0.0130 351 0.07 2.10% 6.02%
Cost of Power Commodity (kWh) 265 0.0687 18.19 270 0.0687 1857 0.38 2.10% 31.81%
Total Bill Before Taxes 44.32 55.59 11.27 25.43% 95.24%
GST 5.00% 222 5.00% 2.78 0.56 25.43% 4.76%
Total Bill 46.53 58.37 11.84 25.43% 100.00%
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2010 BILL 2011 BILL IMPACT
\olume R’;TE GTGE volure RA$TE CFTGE G’Z‘:ge O“;]‘ge %of Totdl Bl
Monthly Sevice Cherge 1679 297 718 R7% | 670%
Disribtion (W) 50 | oows 670 50 | oo 95 285 5% | 1060%
Low\iitage Rder (RWh) 50 | ooow 050 50 | ooow 050 000 00% 055%
Srrart Meter Reker (per month) 10 171 071 7119% | 191%
LRAM SSMRider (RAH) 50 00 50 | ooow 050 050 HDVIO 058%
Defenral & Variance Acct (Kh) 50 | oo 260 50 | oowe 510 25 %2% | 563%
Distribution Sb-Total 2150 N3 1374 | 4981% | 460%%
Retail Transrisssion (Kh) 2 |oowol| 5% 50 |000015| 487 04 | @8m9 | 54%
Delivery Sub-Total 2% 4621 1698 | 5156% | 5L4m%
Other Charges (WAR) 29 | oo | 68 50 | 0010 78 014 210% 789%
Cost of Power Cammodty (KAh) 29 | ooer | s 50 | 0oes7 N1 076 210% | 4.3m%
Total Bill Before Taes 08 650 1465 2065% | 9524%
GST 500% | 35 500% 427 07 06% | 470%
Total Bill 7439 80.77 153 | 2069% | 10000%

Residential Consumption 750 kWh
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2010 BILL 2011 BILL IMPACT
\olume R';TE CHA$RGE \olume R';TE CHASEE $ % %of Total Bill
Monthly Service Charge 16.79 2397 7.18 42.76% 18.60%
Distribution (KWh) 70 00134 10.05 750 0.0191 14.33 428 42.54% 11.12%
Low Voltage Rider (KWh) 70 0.0010 0.75 750 0.0010 0.75 0.00 0.00% 0.58%
Srrart Meter Rider (per month) 1.00 171 071 71.1% 1.33%
LRAM & SSM Rider (K\h) 70 0.00 750 0.0010 0.75 075 #DIVIO! 0.58%
Deferrral & Variance Acct (kWh) 70 0.0052 390 750 0.0102 7.65 375 96.21% 5.9%
Distribution Sub-Total 3R.49 49.16 16.67 51.31% 38.15%
Retail Transrrisssion (kWh) 74 0.0101 802 811 | 0009015 731 (071) (8.87%) 5.67%
Delivery Sub-Total 4051 56.47 2117 52.27% 4382%
Other Charges (KWh) 4 0.0130 10.32 811 0.0130 1054 022 2.10% 8.18%
Caost of Power Commodity (KWh) 600 0.0687 41.24 600 0.0687 41.24 0.00 0.00% 32.00%
Caost of Power Commodity (KWh) 194 0.0687 13.33 211 0.0687 14.48 115 8.61% 11.23%
Total Bill Before Taxes 105.39 12272 254 21.38% 95.24%
GST 5.00% 527 500% 6.14 0.87 16.44% 4.76%
Total Bill 110.66 128.85 23.40 21.15% 100.00%
Residential Consumption 800 kWh
2010 BILL 2011 BILL IMPACT
\olume RgTE O-‘;RGE \olume R';TE CH;RGE $ % %oaf Total Bill
Monthly Service Charge 16.79 2397 7.18 42.76% 16.42%
Distribution (KWh) 800 00134 10.72 800 00191 15.28 456 42 50% 10.47%
Low Voltage Rider (K\h) 800 0.0010 0.80 800 0.0010 0.80 000 0.00% 0.55%
Smart Meter Rider (per month) 1.00 171 071 71.1% 117%
LRAM& SSM Rider (Kh) 800 0.00 800 0.0010 0.8 0.80 #DIVIO! 0.55%
Deferrral & Variance Acct (kWh) 800 0.0052 4.16 800 00102 816 400 9%6.21% 5.5%%6
Distribution Sub-Total 3RB.47 50.72 17.25 51.55% 34.75%
Retail Transrrisssion (KWh) &7 0.0101 855 865 | 0009015 7.7 (0.76) (8.87%) 5.34%
Delivery Sub-Total 202 538.52 2201 52.38% 40.09%
Other Charges (KWh) 847 00130 11.01 85 00130 1n.24 023 2.10% 7.710%
Cost of Power Commodity (KWh) 600 0.0687 41.24 600 0.0687 41.24 0.00 0.00% 28.25%
Cost of Power Commodity (KWh) 247 0.0687 16.97 265 0.0687 18.19 12 7.21% 12.46%
Total Bill Before Taxes 1123 129.19 2347 21.10% 88.50%
GST 13.00% 14.46 13.00% 16.79 233 16.14% 11.50%
Total Bill 125.70 145.98 25.80 2052% 100.00%

Residential Consumption 1,000 kWh
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2010 BILL 2011 BILL IMPACT
\olume R'Z?E O-‘;RGE \olume R';TE CH:{E $ % %oaf Total Bill
Monthly Service Charge 16.79 2397 7.18 42.76% 14.72%
Distribution (KWh) 1,000 00134 1340 1,000 00191 19.10 570 42.54% 11.73%
Low \oltage Rider (KW\h) 1,000 | 00010 1.00 1,000 | 00010 100 000 0.00% 0.61%
Smart Meter Rider (per month) 100 171 071 7L1%% 1.05%
LRAM & SSM Rider (KWh) 1,000 0.00 1,000 0.0010 100 100 #DIVIO! 0.61%
Deferrral & Variance Acct (KWh) 1,000 0.0052 520 1,000 00102 10.20 500 9%6.21% 6.2M%
Distribution Sub-Total 37.9 56.98 1959 5241% 35.00%
Retail Transrrisssion (KWh) 1,059 0.0101 10.69 1081 | 0000015 9.74 (0%) (8.87%9 5.98%
Delivery Sub-Total 48.08 66.73 25.36 52.75% 40.98%
Other Charges (KWh) 1,09 00130 13.76 1,081 00130 1406 029 2.10% 8.63%
Cost of Power Commuodity (KWh) 600 00687 41.24 600 00687 4.24 000 0.00% 25.33%
Cost of Power Commodity (KWh) 459 00687 3L52 481 00687 805 153 4.8% 20.30%
Total Bill Before Taxes 13460 155.06 2718 2019%% 95.24%
GST 5.00% 6.73 500% 7.7 10 15.21% 4.76%
Total Bill 141.33 162.81 28.20 19.9%5% 100.00%
Residential Consumption 1,500 kWh
2010 BILL 2011 BILL IMPACT
\olume R';TE CH%RGE \olume RA$TE CHA$RGE $ % %of Tota Bill
Monthly Service Charge 16.79 2397 7.18 R.76% 10.3%
Distribution (Kh) 1500 | 00134 20.10 150 | 00191 2865 855 4250% 12.42%
Low Voltage Rider (KWh) 150 | 00010 150 150 | 00010 150 000 0.00% 0.65%
Smart Meter Rider (per month) 100 17 071 7L1% 0.74%
LRAM& SSM Rider (Kwh) 1,500 0.00 1,500 0.0010 150 150 #DIVIO! 0.65%
Defenral & Variance Acct (KWh) 1500 | 00082 7.80 1500 | 00102 15.30 750 9%.21% 6.63%
Distribution Sub-Total 47.19 7264 2545 53.92% 3148%
Retail Transmisssion (K\Wh) 1588 | o.0101 1604 1621 | 0000015 14.62 (142) (887%) 6.33%
Delivery Sub-Total 63.23 87.25 3374 53.36% 37.81%
Other Charges (KW\h) 1,588 00130 2064 1621 00130 21.08 043 2.10% 9.13%
Cost of Power Conmodity (KWh) 600 00687 4.24 600 00687 41.24 000 0.00% 17.87%
Cost of Power Commodity (KWh) 988 00687 67.89 1021 00687 70.19 229 3.3% 30.42%
Total Bill Before Taxes 19300 219.75 3647 18.90% 95.24%
GST 5.00% 9.65 500% 10.9 134 13.86% 4.76%
Total Bill 202.65 230.74 37.81 1866% 100.00%
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2010 BILL 2011 BILL IMPACT
Volume R';TE OﬁRGE Volume R’;TE CH‘}'?GE s v | %o Toa il
Northly Sevice Crerge %29 B01 072 | 2% | 120%
Distribution (AR 2000 | co1# | 2080 2000 | oo 260 880 23% | 99%%
Low Voltage Rider (kKWh) 2000 | 00007 140 2000 | 00007 140 000 000% | 04mb
Srart Meter Rder (per month) 100 171 071 L% | 05m%
LRAM& SSVIRider (KA 2000 0m 2000 | 00006 120 120 VO | 040%
Defermal & Variance Acct (KAF) 200 | ooz | 1040 2000 | 00100 200 960 2% | 670%
Distribution Sub-Total 56,69 02 308 | 5260% | 3012%
Retal Trarsrisssion (KWh) 2117 | oo0® | 1948 2162 | 00021 | 1775 1m) | @ | 5%
Delivery Sub-Total 7837 107,67 081 | 5208% | 3607%
Other Charges (kKH) 217 | 000 | Z7® 2162 | 00130 .10 058 210% 9041%
Cost of Power Commodity (QAE) &0 | ooesr | a3 &0 | ooesr | 4z 000 00% | 1381%
Cost of Power Commodty () 1517 | o067 | 10455 1562 | 00687 | 10731 306 2% | B%%
Total Bill Before Taxes 251.37 284.30 $44.45 17.68% 95.24%
ST 500% | 1257 500% 4.2 16 B | 476%
Total Bil 26393 20852 $4600 | 1746% | 10000%

General Service <50 kW Consumption 4,000 kWh
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2010 BILL 2011 BILL IMPACT
volume | FE | THEEE | voume | FOTE | GEECE R v | %o Tot il
Monthly Servioe Charge 2529 36,01 1072 42396 6.46%
Distribution (KWh) 4000 | 00104 4160 4000 | 00148 50.20 1760 231% 10.62%
Low Voltage Rider (KAh) 4000 | 00007 280 4000 | 00007 280 000 0.00% 0.50%
Smart Meter Rider (per month) 100 171 o7 7L1% 031%
LRAM& SSM Rider (K\h) 4,000 000 4000 | 00006 240 240 #DIVIO! 043%
Defennal & Variance Acct (KiAh) 4000 | 00082 2080 4000 | 00100 40.00 1920 R.30% 7.18%
Distribution Sub-Total 9149 14212 5063 5534% | 2550%
Retail Transnisssion (kK\Ah) 423% | 000 8% 433 | oooee1 3549 (346) (8899 6.37%
Delivery Sub-Total 13045 177.61 69.48 5326% | 318%
Other Charges (Kh) 423 | 00120 55.06 433 | 00120 56.20 116 210% 10.08%
Cost of Power Commodity (KWh) 600 | 00687 4.3 600 | 00687 2.3 000 0.00% 7.40%
Cast of Power Commodity (KWh) 3634 | 00637 | 24972 373 | 00637 25584 612 2.45% 45.90%
Total Bill Before Taxes 47644 530.83 $76.75 16.11% 95.24%
GST 5.00% B 500% 2654 27 11.43% 4.76%
Total Bill 500.26 557.43 $79.47 158% |  10000%
General Service <50 kW Consumption 10,000 kWh
2010 BILL 2011 BILL IMPACT
\olume RA$TE O_|A$RGE \olume RA$TE CHAEGE $ % %of Total Bill
Monthly Servioe Charge 25.29 36,01 1072 4239 2.70%
Distribution (KWh) 10000 | 00104 10400 10000 | 00148 14800 4400 231% 11.00%
Low Voltage Rider (K\h) 10000 | 00007 7.00 10000 | 00007 7.00 000 0.00% 052%
Smert Meter Rider (per month) 100 171 071 7L1% 0.13%
LRAM& SSM Rider (K\h) 10000 000 10000 | 00006 6.00 600 #DIVIO! 045%
Defenal & Variance Acct (K\Ah) 10000 | 00082 52.00 10000 | 00100 10000 4800 P.30% 7.50%
Distribution Sub-Total 189.29 2872 10043 5781% |  2239%
Retail Transnisssion (K\h) 10586 | 0.00%2 97.39 10809 | 000821 88.74 (866) (8899 6.65%
Delivery Sub-Total 28668 38745 15548 5423% | 2004%
Other Charges (KH) 10586 | 0010 | 13762 10809 | 00130 14051 289 210% 1053%
Cost of Power Commodity (KWh) 600 | 00687 0.3 600 | 00687 anz 000 0.00% 309%
Cost of Power Commodity (KWh) 99%6 | 00637 | 68614 10200 | 00687 70143 1529 2.23% 5258%
Total Bill Before Taxes 115167 1,270.63 $17366 1508% | 9524%
GST 5.00% 57.58 500% 6353 5% 10.33% 4.76%
Total Bill 1,200.25 1,334.16 $17961 | 148% | 10000%
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2010 BILL 2011 BILL IMPACT
\olume RA$TE O—‘A;BRGE \Volume RA$TE CH§$RGE $ % %of Total Bill
Monthly Service Crarge 5.2 36,01 1072 2.3% 2.17%
Distribution (KWH) 12500 | 00104 13000 1250 | 00148 18500 5500 42.31% 11.16%
Low Voltage Rider (K\h) 12500 | 00007 875 1250 | 00007 875 000 0.00% 053%
Srmart Meter Rider (per month) 100 171 071 7L19% 0.10%
LRAM& SSM Rider (KWh) 12500 0.00 1250 | 00006 750 750 #DVIO! 0.45%
Deferrral & Variance Acct (KWWh) 12500 | ooos2 65.00 12500 | 00100 1249 5999 R.3% 750%
Distribution Sub-Total 2004 36397 13393 582206 21.95%
Retail Transmisssion (KWh) 1328 | 00092 12174 13511 | 0oceel 11092 (1082) (8.8%% 6.69%
Delivery Sub-Total F178 474.89 19131 54.38% 28,65%
Other Charges (KWh) 13233 | 00130 17202 13511 | 00130 17564 3& 2.10% 10.59%
Cost of Power Commodity (Kwh) 600 00687 7.2 600 00687 7.2 000 0.00% 2.4%%6
Cost of Power Commodity (Kwh) 12633 | 006s7 867.9 12911 | 00687 887.10 1911 22006 53.51%
Total Bill Before Taxes 1,433.01 1,578.85 1405 14.94% 95.24%
GST 5.0006 7165 5000 784 729 10.18% 476%
Total Bill 1,504.66 1,657.79 $221.34 1471% | 10000%
General Service <50 kW Consumption 15,000 kWh
2010 BILL 2011 BILL IMPACT
\olume RA$TE O_|A$RGE \Volume RA$TE CHAEGE $ % %of Total Bill
Monthly Service Crarge 5.2 36,01 1072 22.39% 1.82%
Distribution (KWH) 15000 | 00104 156.00 15000 | 00148 2200 6600 42.31% 11.20%
Low Voltage Rider (K\h) 15000 | 00007 1050 15000 | 00007 1050 000 0.00% 053%
Srmart Meter Rider (per month) 100 171 071 7L19% 0.0%
LRAM& SSM Rider (Kivh) 15,000 0.00 15000 | 00006 9.00 200 HDVIO! 0.45%
Deferrral & Variance Acct (KWh) 15000 | 0002 78.00 15000 | 00100 14999 7199 PR.3% 75M%
Distribution Sub-Total 27079 4292 15843 5851% 21.66%
Retail Transmisssion (KWh) 15879 | 00092 14609 16213 | 000821 1310 (1298 (8.8%%) 6.72%
Delivery Sub-Total 41688 562.32 22715 54.49% 28.38%
Other Charges (KWh) 15879 | 00130 20643 16213 | 00130 21077 434 21006 10.64%
Cost of Power Commodity (K\Wh) 600 00687 7.2 600 00687 47.23 000 0.0006 2.08%
Cost of Power Commodity (KWh) 15279 | ooes7 | 102083 15613 | 00687 1072.77 2204 2.18% 54.14%
Total Bill Before Taxes 1,714.36 1,887.08 25443 14.840% 95.24%
GST 5.0006 8672 50006 S 864 10.0M% 47%
Total Bill 1,800.08 1,981.43 $263.06 1461% |  10000%
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2010BILL A11B8ILL IVPACT
\olure | RATE | GARCE | \wure | RATE | GARCE Gege | Gage | oof Tatd Bill

Moty Service Crerge 1714 23751 637 | 3™ | 48m
Districution (KW 100 |382 | 3B 10 | 470 | 443 1858 | 3716 | 96
Low\bitage Rder (R 10 | 031 10 | Q370 710 3710 | #oOwmO 078%
Srart Meter Rer (per ot 10 10 0 00 | 0%
LRAMI&SSMIRder (RN 100 00 10 | 020 23 230 | #OMa 10®%b
Deferal &\&iance Aot (R 10 | 2150 | 25D 10 |0em)| 6 27 | @I 1B
Ditribution b Totd 8% U8B 182 02% | 149m%

Retail Transmisssion (KW w |[3mn| 3mu 1w [33Ee| 08 @6 | oy | emw
Ddivery SibTotal 11837 1060 @130 | oy | 217%

Qter Crarges (RAH) 378 | 001D | 428 246 | 001D | 215 868 21006 | 85
Cost of Poner Conrcity (QAR) 378 | a0 | 20mal | 246 | oot | 212190 4363 21006 | B2%
Total Bill Before Taxes 469741 4673 @69 | @6 | B2

GsT | som | e | 506 | 2@ (119 05y | 4%
Total Bl 4928 490751 @809 | @wn | 10000

General Service > 50 kW Consumption 75,000 kWh 250 kW
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2010BILL 2011 BILL IMPACT
vure | RTE | ORARGE |\ | RATE | OARGE | Change | dange | o rp gy
$ $ $ $ $ %

Morthy Sevice Crarge 17114 23751 6637 B | 200
Distribtion (KW 20 | 342 | s 0 | 4am | 1155 45 | IJame | 103%
Low\itage Rder (KW 20 | o031 X0 | Q370 ®75 R75 #OV0 081%
Sart Meter Rder (per month) 100 10 00 000% 001%
LRAM&. SSVIRder (KA 20 000 20 | 052D 1075 107 | HOVO 114%
Defermral &\Vatianoe Acct (W) 20 | 2150 | s58W 0 | ©em3)| s 7682 | 1Ly @
Distribution Sub-Total 15749 14704 ®50) | 60 | 128%

Retail Trarsrmisssion (KW 2 | 3mon| @38 20 336 &6 @9 | | 71
Delivery ub-Total 250022 23673 678) | 1w | 200%

Otrer Charges (KAWH) 7935 | 0010 | 102214 | 8084 | 0010 | 1088 2170 210% 915%
Cost of Poner Commodity (KAH) 7935 | 00654 | 51954 8,064 | Qo064 530B.74 1021 210% 46.06%
Total Bill Before Taxes 11.227.10 109003 139 | 669 | w2

GST 500% | LB | s00% 51845 20 | @3 47%
Total Bill 11,788.46 11517.48 @30 | 6429 | 100000

General Service > 50 kW Consumption 200,000 kWh 500 kW
210BILL 2011 BILL IMPACT
Voure | RATE | OARCE |\ | RATE | CRRGE | Chage | denge | o4 rq
$ $ $ $ $ %

Morthy Sevice Crarge 17114 23751 6637 B | 08
Distribtion (KW 50 | 3452 | 17206 50 | 47m | 2329 620 | Iame | 8w
Low\itage Rder (KW 50 | o037 50 | Q3710 18550 15650 | #OVO 06%
Sart Meter Rder (per month) 100 10 00 000% 000%
LRAM&. SSVIRder (KA 50 000 50 | 052D 26150 26150 | #Ovo 09™%
Deferrral & Varianoe Acct (W) 50 | 2150 | 10m0 50 |©6m3)| (376 R e 2 )
Distribution Sub-Total 297774 272037 @730 | @609 | 1008%

Retail Trarsrmisssion (KW 5 | 3o | 1805 50 |a3me| 1ees 1w | | 612%
Delivery Sub-Total 48829 4329 ae1®) | @ | 1621%

Other Charges (KWH) 2170 | 0010 | 273 | 26171 | 0010 | 2802 5786 2106 | 1041%
Cost of Poner Gommodity (AR 211720 | oo | 138210 | 216171 | 0064 | 1414331 20121 2106 | 4%
Total Bill Before Taxes 26,6104 56042 | as8x) | 6899 | w2

GST | 5006 | 13136 500% | 128497 @808 | (1 478%
Total Bill 2757400 69D | 156D | G629 | 100006

General Service > 50 kW Consumption 800,000 kWh 2,000 kW
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2010BILL 2011 BILL IMPACT
vure | RTE | ORARGE |\ | RATE | OARGE | Change | dange | o rp gy
$ $ $ $ $ %
Moty Service Crarge 17114 23751 6637 B | 02%
Distribtion (KW 200 | 3452 | 691840 200 | 4730 | 94000 257180 | Iame | 8w
Low\bitage Rider (KW 200 | 037 200 | 03710 74200 7200 | #Ovo 0.70%
Sart Meter Rder (per month) 100 10 00 000% 000%
LRAM& SSVIRder (KA 2,000 000 200 | 0520 [ 1060 10600 | #OvO 09%8%
Defenal & Varianoe Acct (KW 200 | 2150 | 430 200 |06 | mm | Geam | wimn| wzm
Distribution Sub-Total 11,3454 1016% | (1285 | @0mn | 9%
Retail Trarsrmisssion (KW 200 | 37m | 7400 2000 |3361| 661028 192 | s | 621%
Delivery Sub-Total 1879674 6762 | (58705 | G2 | 1B57%
Otrer Charges (KAH) a16880 | 0010 | 110044 | seaess | 0010 | 1120080 23145 210% 105%
Cost of Poner Commodity (KAH) #4680 | 0064 | HABD | 4684 | 0064 | HB5RS5 116435 210% 5315%
Total Bill Before Taxes 10401131 1013663 | 6512) | 6209 | %B21%
GST | 500 | 52057 500% | 50833 122 | 59 47%
Total Bill 10021188 1064495 | 66834 | 64 | 100000
General Service > 50 kW Consumption 1,600,000 kWh 4,000 kW
2010BILL 2011 BILL IMPACT
vure | RTE | ORARGE |\ | RATE | ORRGE | Change | dange | o r gy
$ $ $ $ $ %
Moty Service Crarge 17114 23751 6637 B | 0%
Distribtion (KW 400 | 3452 | 138% | 400 | 47 | 18%00 51430 | Iame | 89
Low\bitage Rider (KW 400 | 0371 4000 | 03710 | 148400 1440 | #OvO 0.70%
Sart Meter Rder (per month) 100 10 00 000% 000%
LRAM& SSVIRder (KA 4,000 000 400 | 0520 | 2020 2020 | #vOo 099%
Defenal & Varianoe Acct (KW 400 | 2150 | 8680 400 | @6 | emio | a1 | @imn| wze
Distribution Sub-Total 2616 084 | esmm) | @ | o
Retail Transisssion (K) 400 | 37m | uama | 400 [33me| mows | aske) | womn | 623
Delivery Sub-Total 37139 BBy | s | ey | 156%
Otrer Charges (KAH) 168760 | 0010 | 2088 | 17038 | 0010 | 248L™ 46291 210% 105%%
Qust of Poner Gommodity (KWH) 168760 | 0064 | 11081670 | 172938 | 0oes4 | 11314650 | 23972 | 210% | 5%
Total Bill Before Taxes 276785 w2624 | (131%2) | 6334 | %B524%
GST | 500 | 1032 | 5006 | 1011281 @71y | (6% 47%
Total Bill 21806227 223006 | (13463 | 6184 | 100000

General Service > 50 kW Consumption 2,400,000 kWh 5,400 kW
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| 0I0BILL 2011 BILL INPACT
vure | RTE | ORARGE |\ | RATE | OARGE | Change | dange | o rp gy
$ $ $ $ $ %

Morthy Service Crerge 17114 23751 637 | B/ | 0%
Distrioution (KA) 540 | 3452 | 186068 | 540 |40 | meBo | e | Iime | 83w
Low\\titage Rider (KW 540 | 03n 540 | 03710 | 20B40 2080 | #DMVO 0%
Srrart Meter Rder (per morth) 100 1 00 000% 0.00%
LRAM& SSMIRder (W) 540 00 540 | 020 | 2842 2240 | #Ovo 0.9%
Deferal & Variance Aot (KW 540 | 2150 | 11,6080 | 540 | Q653 | (364649 | (1526729 | (13139 | (1184
Distribution Sub-Total VAR zoee | Gaom | x| smw
Retail Transiisssion (KW 540 | 3701 | 19969 540 |33612| 1784777 1817 | 101 580%
Delivery b Total 50485 #4802 | qs0078) | EL7og | 14m%
Qther Charges (AR 25060 0010 | B8R | 2540 | 0010 | B2 6436 | 210 | 10%%
Cost of Power Camodity (RAR) 250640 | 00654 | 1652518 | 25040 | aosm | 16971976 | 3aas | 210 | s
Total Bill Before Taxes 0,17062 w2321 | w73s7109 | 65794 9%B24%
GST | 5006 | 15085 | 5006 | 1468116 @73 | 3% 47%
Total Bill 517915 weay | @wsda) | 6639 | 100000

Street Lighting 1,061 Connections 72,321 kWh 202 kW

210BILL 11 8LL INMPACT
wure | BB | ORGE |\ | RATE | ORRGE [ Qage | Qae | o g
$ $ $ $ $ %

Mty Savice Cerge 106l | 0410 | 4300 108l | 12718 | 1303 U3z | 200%| 8%
Distritution () 2 |48 | s046 A | 2783 | 2560 1755 | 2019% | 1639%
Lom\titage Roer (R 2 | ok 2 | oBB 631 68 | VO 04%%6
LRAMI&. SSVIRder (W) a0 00 2 | oo 00 Qm MO 006
Defermal &\Variaroe Acct (KUY 2 | 178 | W 2 |y @wo @09 | aw®y| 0264
Ditribution Sub-Total 1645 396181 2376 | w32om| 21%
Retail Trarsisssion (R 2 |28 s@ 22 |25 5BF 6™ | wmy| 323
Ddivery S Totdl 21B% 40015 1937 | 8314% | 283%
Qher Chages (WA 7658 | Q01D | 9EB 78168 | 0010 | 10618 090 21006 | 64
Qust of Pover Gamrcity (RAR) 7653 | oM | 49884 | BB | 0054 | 526 1B | 2106 | 2%
Totd Bill Before Taxes 10319 1UaBB | 4345 | some | w2
GsT | 50 | si560 | 5006 | 784 2% | 6186 | 4%
Totdl Bil 107D BT | 4%7PB | 42096 | 10000%

Sentinel Lighting 1 Connection 89 kWh 0.25 kW
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2010BILL 2011 BILL INPACT
Wure | PVE | GRGE | e | RATE | GARE | Qe | Qe | oy
$ $ $ $ $ %

Moty Savice Crerge 1 1740 17 1 49151 4P 318 1248% | 153N
Distribution (WY 0 67901 169 0 190674 477 3 1248% |  14%
Lon\titage Rder (R 0 030 0 (01055¢) (0]0°] (010°] #H\MQ 028%
LRAMI& SSMIRde (RN 0 00 0 Q0o 0@ Qm #HovVIa (010070)
Defertral & Varianoe Aoct (W 0 918P 290 0 40037 100 (129 B3I 311%
Distribution SUb-Totel 572 1077 506 VY6 | BRD%

Retail Trarsmissson(®RWY 0 2865 o7l 0 |2550106 064 (0103) (1079% 19%
Delivery SibTotal 64 na 377 585% | 3BA%

Cther Crarges (WA A 00130 12 % 00130 12 ol0¢] 210% 38%
Cost of Poner Gamrodity (AR A 0% 650 % 008 664 014 210% 5%
Tad Bill Before Taxes 205 D0 890 4323% B 2%

GST 500% 103 500% 153 051 2008% 473%
Total Bill A& 2B 94 4351% |  10000%

Unmetered Scattered Consumption 272 kWh
2010 BILL 2011 BILL IMPACT
Volume RA$TE CHA$RGE Volume RA$TE CHA$RGE Cha?;ge d]?/?ge %of Total Bill

Monthly Service Charge 0.00 2333 2333 #DIV/O! 21.06%
Distribution (Kwh) 272 0.0523 14.23 272 0.1362 37.05 2282 160.42% 33.44%
Low Voltage Rider (k\wh) 272 | 0000 024 272 | 00009 024 000 0.00% 0.22%
LRAM & SSM Rider (kW) 272 0.00 212 | 00773 21.02 2102 #DIV/O! 18.98%
Defenrral & Variance Acct (KWh) 272 000%5 258 27 0.0000 0.00 (258) (10000%) | 0.00%
Distribution Sub-Total 17.05 81.64 64,59 37873% | 7371%

Retail Transmisssion (KWh) 288 0.0092 265 294 | ooos21 241 (024) (8.89%) 2.18%
Delivery Sub-Total 19.70 84.06 82.79 2022% | 75.89%

Other Charges (KWh) 288 0.0130 3.74 294 0.0130 3.8 0.08 2.10% 3.45%
Cost of Power Commodity (KWh) 288 0.0681 19.61 294 0.0681 20.03 041 2.10% 18.08%
Total Bill Before Taxes 40.41 105.49 65.08 161.05% 95.24%

GST 5.00% 2.02 5.00% 5.27 325 161.05% 4.76%
Total Bill 243 110.76 68.33 161.05% | 100.00%
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DESCRIPTION OF DEFERRAL AND VARIANCE ACCOUNTS & BALANCES:

This Schedule contains descriptions of Deferral and Variance Accounts (“DVAS”) currently used

by PSP and their balances as at December 31, 2009. PSP has not used any of these accounts

differently than as described in the APH.

GROUP 1 ACCOUNTS

1550

1580

1584

1586

1588

Retail Settlement Variance Account — Low Voltage Charges

Description: This account is used to record the net of the amount charged by the host
distributor to an embedded distributor and the amount billed to customers based on

approved LV rates in accordance with the APH.

Retail Settlement Variance Account - Wholesale Market Service Charges

Description: This account is used to record the net of the amount charged by the IESO
based on the settlement invoice for the operation of the IESO-administered markets and
the operation of the IESO-controlled grid, and the amount billed to customers using the

OEB-approved Wholesale Market Service Rate.

Retail Settlement Variance Account - Retail Transmission Network Charges

Description:  This account is used to record the net of the amount charged by the
IESO, based on the settlement invoice for transmission network services, and the

amount billed to customers using the OEB-approved Transmission Network Charge.

Retail Settlement Variance Account - Retail Transmission Connection Charges
Description:  This account is used to record the net of the amount charged by the
IESO, based on the settlement invoice for transmission connection services, and the

amount billed to customers using the OEB-approved Transmission Connection Charge.

Retail Settlement Variance Account — Power
Description: This account is used to recover the net difference between the energy
amount billed to customers and the energy charge to PSP using the settlement invoice

from the Independent Electricity System Operator (“IESQO”).
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Retail Settlement Variance Account - Power, Sub-account Global Adjustments
Description: This account is used to recover the net difference between the provincial
benefit amount billed to customers and the global adjustment charge to PSP using the

settlement invoice from the IESO.

Recovery of Regulatory Asset Balances

Description: This account includes the regulatory asset or liability balances authorized by
the Board for recovery in rates or payments/credits made to customers. This Regulatory

Asset rate rider was removed from Distribution Rates effective May 1, 2008.

GROUP 2 ACCOUNTS

1508

Other Regulatory Assets - Sub-account OEB Cost Assessments

Description: This account includes amounts paid for OEB Cost Assessment for the
period January 1, 2004 to April 30, 2006 in excess of amounts previously included in
rates (1999 OEB costs). The Board prescribed interest rates are used to calculate the
carrying charges and the interest is recorded in a sub-account.

1518 & 1548 Retail Cost Variance Accounts (“RCVAS”)

1555

This group of accounts includes Accounts 1518 and 1548. Recorded in the RCVAs is the
difference between the revenue collected from retailers for retail settlement activities and
the costs incurred to provide these services. The overall costs incurred to provide retail
services are difficult to allocate between the costs for service transaction requests
(“"STRs") and the costs for retail contract administration and distributor-consolidated
billing because it is often the same personnel involved in both functions. Therefore,

these two accounts are appropriately reviewed together.

Smart Meter Capital and Recovery Offset Variance

Description: This account records the net of the amounts paid for capitalized direct costs
related to the smart meter program and the amounts charged to customers using the
OEB- approved smart meter rate rider. PSP is following the Smart Meter Funding and
Cost Recovery Guideline dated October 22, 2008 (G-2008-0002) and therefore not
requesting recovery at this time. However PSP is requesting approval for an increase in
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the smart meter funding adder from $1.00 per metered customer per month to $1.71 per

metered customer per month as detailed below in this exhibit.

Smart Meter OM&A Variance

Description: This account records the incremental operating, maintenance, amortization

and administrative expenses directly related to smart meters.

Deferred Payments in Lieu of Taxes

Description: This account records the amount resulting from the OEB-approved PILs
methodology for determining the 2001 deferral account allowance and the PILs proxy
amount determined for 2002 and subsequent periods ending April 30, 2006. PSP is not
requesting recovery of this account and is waiting for the result of the combined PILs

proceeding.

Contra Account-Deferred Payments in Lieu of Taxes

Description: This account records the amount resulting from the OEB-approved PILs
methodology using the third accounting method. The offsetting entry made to account
1562 was made to this contra account. PSP is not requesting recovery of this account

and waiting for the result of the combined PILs proceeding.

Retail Settlement Variance Account - One-time Wholesale Market Service

Description: This account is used to record the net of non-recurring amounts not
included in the Wholesale Market Service Rate charged by the IESO based on the
settlement invoice and the amount charged to customers for the same services using the

OEB-approved rate.
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The following Table contains account balances from the 2009 Audited Financial Statements

plus interest projection to April 30, 2011.

Account Description

Group 1 Accounts

Principal Claim
before
Forecasted
Transactions in
2010 and 2011

Interest Claim
before
Forecasted
Transactions in
2010 and 2011

Total Claim
before
Forecasted
Transactions in
2010 and 2011

Low Voltage Account 1550 (1,312.07) (330.32) (1,642.39)
RSVA - Wholesale Market Service Charge 1580 (35,472.04) 8,890.29 (26,581.75)
RSVA - Retail Transmission Network Charge 1584 (16,522.93) (22.73) (16,545.66)
RSVA - Retail Transmission Connection Charge 1586 (36,062.58) (355.31) (36,417.89)
RSVA - Power (excluding Global Adjustment) 1588 1,154,479.00 36,202.71 1,190,681.71
RSVA - Power - Sub-Account - Global Adjustment 1588 (655,819.97) (34,258.37)  (690,078.34)
Recovery of Regulatory Asset Balances 1590 19.67 (88.27) (68.60)
Disposition and Recovery of Regulatory Balances10 1595 82,604.00 106,621.60 189,225.60
Group 1 Accounts Subtotal 491,913.08 116,659.59 608,572.67
Group 2 Accounts

Other Regulatory Assets - Sub-Account - OEB Cost Assessments 1508 9,991.17 1,434.14 11,425.31
Retail Cost Variance Account - Retail 1518 (3,795.52) (66.43) (3,861.95)
Retail Cost Variance Account - STR 1548 67.14 (14.25) 52.89
Smart Meter Capital and Recovery Offset Variance - Sub-Account - Cap 1555 539,962.00 5,475.21 545,437.21
Smart Meter Capital and Recovery Offset Variance - Sub-Account - Rec 1555 (54,200.81) (9.68) (54,210.49)
Smart Meter OM&A Variance 1556 21,577.89 223.93 21,801.82
RSVA - One-time Wholesale Market Service 1582 13,687.03 1,634.94 15,321.97
Group 2 Accounts Subtotal 527,288.90 8,677.87 535,966.77
Total 1,019,201.98 125,337.46  1,144,539.44
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ACCOUNTS REQUESTED FOR DISPOSITION BY WAY OF A DEFERRAL AND VARIANCE

ACCOUNT RATE RIDER

PSP is requesting disposition of the variance accounts noted in the table below according to the

Report of the Board EB-2008-0046 issued July 31, 2010.

PSP has followed the guidelines in the Report of the Board using the default disposition period

of one year. PSP has provided a continuity schedule of the accounts listed below in Appendix A

of this exhibit.

The allocator for disposition of each of the accounts is also provided below:

Deferral and Variance Accounts:

Low Voltage Account

RSVA - Wholesale Market Service Charge
RSVA - Retail Transmission Network Charge
RSVA - Retail Transmission Connection Charge
RSVA - Power (excluding Global Adjustment)

RSVA - Power - Sub-Account - Global Adjustment

Recovery of Regulatory Asset Balances

Group 1 subtotal

Group 2 Accounts

Other Regulatory Assets - Sub-Account - OEB Cos!
Retail Cost Variance Account - Retail

Retail Cost Variance Account - STR

RSVA - One-time Wholesale Market Service

Group 2 subtotal

TOTAL

1550
1580
1584
1586
1588

1588

1590

1508
1518
1548
1582

Amount ALLOCATOR

($1,642) kWh
($26,582) KWh
($16,546) kWh
($36,418) KWh

$1,190,682 KWh

($690,078) kWh-Non RPP

Proportion to
($69) recovery share

$419,347

$11,425 dx rev
($3,862) # of customers

$53 # of customers
$15,322 kwh

$22,938

$442,285
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2  The following shows the details and calculations of the proposed regulatory asset rate rider by
3 customer classification.

Unmetered
GS>50Non  Scattered  Sentinel Street
Deferral and Variance Accounts: Amount  ALLOCATOR  Residential ~ GS <50 KW TOU Load Lighting Lighting Total
Low Voltage Account 1550 (61,642)  kwh
RSVA - Wholesale Market Service Charge 1580 (626,582)  kwh
RSVA - Retail Transmission Network Charge 1584 ($16,546)  kWh
RSVA - Retail Transmission Connection Charge 1586 ($36,418)  kwh
RSVA - Power (excluding Global Adjustment) 1588 $1,190,682 kWh
RSVA - Power - Sub-Account - Global Adjustment 1588 ($690,078) kwh-Non RPP
Proportion to
Recovery of Regulatory Asset Balances 1590 (869) recovery share
Group 1 subtotal $419,347 $332,124  $162,977 ($75,243) $180 $149 ($840) $419,347
Group 2 Accounts
Other Regulatory Assets - Sub-Account - OEB Cos' 1508 $11425  dxrev
Retail Cost Variance Account - Retall 1518 ($3,862) # of customers
Retail Cost Variance Account - STR 1548 $53 # of customers'
RSVA - One-time Wholesale Market Service 1582 $15,322 kwh
Group 2 subtotal $22,938 $8,939 $4,350 $9,250 $49 (5) $355 $22,938
TOTAL $442,285 $341,063  $167,327 ($65,993) $228 $144 ($485) $442,285

4 _
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APPENDIX A- REGULATORY ASSET CONTINUITY SCHEDULE
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SHEET 1 - Regulatory Assets - Continuity Schedule

HAME OF UTILITY PARRY SOUND POWER LICEHCE HUMBER ED-KARH-RRKR
HAME OF CONTACT Miles Thampsan DOCID HUMBER EB-200%-R¥RX
E -mail Address mthamps on{@ps power.ca
VERSION HUMBER vl PHOHE HUMBER
Date 23-Aug-10 (extension)
| 2005 |
) B Tr?i_rsactium_; Tmnsac_ﬁuns Adjustments ] _ o _ _
Account Opening Principal (additions) dU_"ﬂ!J (@Uﬁlﬂnﬁ} during 2005 - "‘lil_ll!?‘fl“!“ﬁs Closing Principal Opening Interest | . Closing Interest
Hum Ampunts as of 20_05, excluding dm_ng ?00 5 instructed by dwing 2005-  Balanceasof  Amountsas of Dec .05 Amounts as of
UMEr and05 " interestand  excluding interest 1 ather” Dec-31-05 Jan-1-05 ‘” Dec-31-05
Account D escription adjustments®  and adjustments Board
Group 1 Accounts
Lowoltage Acoount 1550 % § - ¥ -
RSVA -iWholesale Market Service Charge 1580 % § 50611 k] 90,61 k] 1679 § 15679
FRSWA - Retail Trarsmission N etwork Charge 1584 % § (143 523) k] (143 ,523) 5 (15,743) § (15,743)
R SYA -Retall Transmission Connection Charge 1586 % § 106 546 b 106,548 5 420 5 420
Fe3WA - P ower (Bcluding Global Adustmert) 1588 § ¥ (266 723) k] (266,723) § (90.472) § (80 472)
FSWA - Power - Sub-accourt - Global Adjugtment 1388 & § (24 539) b (24,539) 5 il 16
R ecovery of Regulatory Asset Balances 1580 % B (187 520) b (187 520) b 17872) § (17 872)
Disposition and Recovery of Regulstory Balances ™ 1585 % ¥ ]
M v -
Group 1 Sub-Total (including Ac count 1588 - Global Adjustme 5 - (465,150) ¥ - % k) (485,140} 5 - § (121572) § (121 572)
Group 1 Sub-Total (excluding Ac count 1588 - Global Adjustrmi 5 - (440 ,311) ¥ - % k) (440 311) 5 - § (121 938) § (121 988)
RSVA -Power - Sub-Account - Global Adjustment 1588 5§ - (24 839) ¥ - % k) (24,839) 5 - § 416§ 416
Group 2 Accounts
Other Regulatory &=sats - Sub-Sccount - OEB Cost &3 1508 b b 1801 % 1501
Other Regulatory &33ets - SubkAccount - Pension Cont 1508 k) § -
Other Regulstory Assets - Sub-Acoount Defered IFRS 1508 b 5
Other Regulatory Assets - Sub-Aooount - Other” 1508 ] $
Other Regulstory Assets - Sub-Account - Other 1508 I ]
Feetail C ot Variance Accaunt - R etall 1318 ki §
R etail C ot Yariance Account - STR 1548 b 5
Mise, Deferred Debits 1525 ¥ ¥
LY Variance Account 1540 ¥ ¥
R engwable Connection Capial D efarral Account 153
R enewable Connection OM &8, Deferral Accourt 1532
Smart Grid Capital D eferral Account 1534
Smart Grid OM &4 Deterral Acoourt 1535
Smart Meter Capital and R ecovery Offsst Variance - Su 1555 k] k
Smart Meter Capital and R ecovery Offsst Variance - Su 1555 k] k
Smart Meter Capital and R ecovery O ffset Variance - Su- 1555 b 5
Smart Meter OM&A Variance 1338 § b}
Congervation and Demand Management Expenditures: 1563 ¥ §
COM Contra 1568 ki §
Qualifying Transition C ogts ¢ 1570 nia nia ¥ ]
PreMarket Cpening Energy Yariances Total £ 157 nia nia ¥ ]
Etra-Ordinary Event Costs 1572 b k]
D eferred R ate Impadt Amounts 1574 b - k] -
RSVA - One-time Whalesale Matket Serdce 1982 % 1786 § 2410 k) 4,196 k] 26 % 296
Other Detered Credts 2425 b - 5
Group 2 Sub-Total 5 1786 § 240§ - % - % - % 419 § - % 2057 § 2057
D eferred Payments in Lieu of Taxes 1562 see PILsreconcliztion requested
2006 PIL= & Taxes Vaiance 1552 zes Pllsraconcilidion requested
Sub-total ses PlLsreconcilidion requested
Total § 1786 § (462 7400 § - % - ¥ - % (460 334} § - § (119313 § (119,313)
Thefollowing ig not included inthe total claim but areincluded on a memo basis:
Deferred ILs Contra Accourt * 1563 zee PILs reconciliion requested
Disposition and Recovery of Regulstory Balances™ 1595
© Aboament rd S lrgsm bompson PARRYED UND Wy boouments@H1 GOS Filrg PEF baisi ! Az per general ledger, f does not agree to D eo-31-04 balance filed in 2006 EDR then provide supplemertany analysis
2 Provide supporting statement indicating whether due to denial of coets in 2006 EDR by the Board, 10% transition coste write-off, and etc.
B Adjustmerts Instructed by the Board include deferralivariance account balances moved to Account 4585 per disposition of account balances 2= ordered by the Board.
? Provide supporting statement indicating nature of this adjustments and periods they relate to

Completed versions of the Requlafory Assefs Confinudy Schedule * Notinehuded in sub-total
are regquired fo be filed in working Microsoff Exeel format § Closed April 30, 2002

¢ For RSWA accounts only, report the net additions to the account during the vear. For all other accounts, record the addtions and reductions zeparately.

T Please describe "ather components of 1503 and add more component lines if necess any.

# 1583 is a contraaccount and & not included in the total but is zhown on a memo basis. Account 1562 establizhes the obligation to the ratepayer.

s Interest projectad on December 31, 2008 closing principal balance.

W \rclude Account 1505 = part of Group 1 accounts (line 25) for rewien and dispesition if the recoveny (or refundy period has been completed, and the audited financial statements

suppart the underlying rezidual balance in account 1585, If the recawery (or refund) period has not been completed, include the balances in Account 1535 on 3 memo basts only ¢



SHEET 1 - Regulatory Assets - Continuity Sched

NAME OF UTILITY PARRY SOUND POWER
NAME OF CONTACT Wiles Thompson
E-mail Address mthompsan@psponer.ca
VERSION HUMBER Vi
Date 23-8ug-10
| 2006 |
Transattions  Transactions
accaun eI Pinipl (sdtions)during - (rductions) Adjustments T”"i:'{;::;”d Closing Privipal Openinglnterest | T""i;::::m' Closing Interest
Humber Amounts as of 2Il.llﬁ, excluding dLn.ng ?I]IIG, during 2006 - amounts o 1550 Balanceasof  Amountsas of Dol 9 amourdsto 1540 Amounts a5 of
Jan1-06 interest and  excluding interest ather” a5 nes 006 EDR. Dec-31-06 Jan-1-06 as per 2005 EDR Dec-31-06
Account Deseription adjustments’  and adjustments p p
Group 1 Accounts :
LowVoltage Account 1550 % § ik § a3 - ¥ ki) § 34
REVA -Wholesals Market Serdce C harge 1580 3 061§ (152,221) ¥ (10 5100 § 161 § (14.047) § (12,368)
REVA -Retai Transmission Netvrk Charge 1584 8 (143523) § 13097 ¥ (130 456) § (15,743 § 6,245 § (3,498
R SVA -Reetai Transmission Connection Charge 1586 3 10636 § (1777 § (70851) § m g £ 018 § 543
RSVA -P ower (xciuing Globsl Adjustmert) 1588 § (266726) % (&7.077) § (@A) § (0 472) § (37.735) § (B
RSVA -P ower - Sub-Account - Glokal Adjustment 158§ (24539) § biERES $ 25954 § 46§ 3052 § 3468
Recovery of Regulstory Asset Balances 1580 3 (1875200 § 3243 ] 396065 04599 § (78721 § (41 878) § 40482 § (19,358)
Disposition and Recovery of Regulatary Balances" 1585 % ki ki §
M - v -
Group 1 Sub-Total fincluding Account 1588 - Global Adjustme 5 (465,150 § 284 001 § wEE|s  eENF NFDs 78111) § 048§ (158,191
Group 1 Sub-Total fexcluding Account 1588 - Global Adjustmi § (440,317 § 10,208 i 96065 (390 4177 § (14 368 § (81163 § 40432 § (162 659
RSVA -Power - Sub-Account - Global Adjustment 1588 § (24539) § 273793 H B k] 45854 % 416§ 3082 % - 3468
Group 2 Accounts

Other Regulstory Assets - Sub-Account - OEB Cost 43 1508 § § 12138 ¥ 1213 3 1801 § 1,237) H 964
Other Regulsory Assets - Sub-Account - Pengion Cont - 1508 § b b - §
Other Regulstary desets - Sub-Account Defened FRS 1508 § b3 b3 §
(Other Regulstory Azsets - Sub-Accourt - Cther! 1508 % § § §
Other Regulstory Assets - Sub-Account - Cther? 1508 § $ $ §
Retal C ozt Wariance Account - R etail 1518 § b - % §
Retal C ogt Warlance Account -STR 1546 % § @m2) b (N2 % §
Misc. Deferred Debits 1525 § ¥ - ¥ §
LY Wariance Account 1550 § ¥ ¥ §
R enesietle Connection C apital D etersl Acount 1531
R enewahle Connection OM &4 Deferral Account 1532
Smart Gric C apital D eferral Account 1934
Smart Griel OM &4 Deferal Accourt 1535
Smart Meter Capital and R ecovery Oftaet Variance - Su 1535 § § - ¥ §
Smart Meter Capital and R ecovery Offset Variance -5y 1555 § § (5,156) b (5,156) % §
Smatt Meter Capital and R ecovery Offaet Variance -Su 1535 § b - ¥ §
Smatt Meter OM&A Variance 1556 § ¥ ¥ §
Canservation and Demand Management Expenciturese 1565 § b b §
COM Contra 1566 % b b §
Qualifying Trangiion C oste * 1570 % nia nia b ¥ §
Pre arket Opening E neray Yariances Tkl 151§ n na ¥ ¥ §
Extra-Orcinary Event Costs 1572 § b b §
D eferred R ate Inpact Amaunts 1574 § - ¥ - ¥ - § -
REVA -One-ime Whalesale Market Service 1582 % 4196 § 3823 b 09§ 26§ 187 § 442
Other Deferred Credits M358 - b - § §
Group 2 Sub-Total § 4198 § T8t g ] B | 126§ 2057 § (1,050 § § 1,006
D eferted Payments in Liew of Taxes 1562 82 PLLz reconcilizion requested
2006 PILs & Taxes Varance 1582 o8 PLLs reconcilidion requested
Sub4otal see PLLz reconciligion requested
Total § (4E0954) § 21092 § § WA F O (BATE (19S5 § (7961) § WAL § (198,185)

The following is not included i

Parry Sound Power Corporation
EB-2010-0140

Exhibit 9
Tab 1

Schedule 2
Appendix A
Page 3 of 8
Filed: October 15, 2010

claim but are includes

Defened PILs Conts Accourt ®

1983

Disposition and Recovery of Regulatary Balances™ 1585

[ Y20 INEHY PER L3P

Comaleted versions of the Requ!afory Assets Confinuly Sohedule
e req uired fo be fled in working Mecrosoff Excel farmat

ine70).

see PILs reconciidion requested



SHEET 1 - Regulatory Assets - Continuity Sched

HAME OF UTILITY
HAME OF CONTACT

PARRY SOUND POWER
Miles Thompson

Parry Sound Power Corporation
EB-2010-0140

Exhibit 9

Tab 1l

Schedule 2

Appendix A

Page 4 of 8

Filed: October 15, 2010

E-mail Address mthom pson @ps power.ca
VERSION HUMBER ¥1.0
Date 23-8ug-10
| 2007
) » T@ !'sactlom_; Transal:_ilons Adjustments ] . o . )
Account Opening Principal (additions) dU_rll'lQ [Tﬂqllﬂlﬂfﬁ) duing 2007 - M].us‘lments Closing Principal Opening Interest Interest Jan to Closing Interest
Humber Amourtgas of 20_07, excluding dlll_ng 2_““7, instructed by dwing 2007 - | Balanceasof  Amounts as of DecIaT Amounts as of
Jan1-07 interestand  excluding interest Board 2 other’ Dec-31-07 Jan-1-07 Dec-31-07
Account Description adjustments®  and adjustments o
Group 1 Accounts ’
Lowoltage Account 1950 % MBS 122 554 k] 194 467 % 30§ 3842 % 4176
RSVA -Whalesale Market Service Charge 1580 § (101 6107 § (136,723) § (239,333) § (12,368 § (5,553) § (17 821
RSVA -Retail Transmission Metvork Charge 1584 § (130 4887 § £15,909) 5 (146,395) § {9,458 § 2572) § (12,370
RSVA - R etail Transmission © onnection Charge 1586 % (70,9510 § (36,7200 § (o7 671) § 435 § 1,448) 4890
REVA -Powier (2xcuding Global Ajustment) 1588 § (3238020 § (170 74) 5 (434 BB1) § (128207) § 3453 § (124,754)
RSVA -Powiar - Sub-&ccount - Globsl Adustment 1588 § 243,854 3 187 124 5 435078 3 3468 § 12200 3 15 f6a
Recovery of Regulatory Asset Bialances 1590 3 W58 % (59,979) 5 104520 % 19355) § BT § (12471)
Disposition and Recavery of Regulatory Balances™ 1585 § ] - % ¥
M - M -
Group 1 Sub-Total Gncluding Account 1588 - Global Adjustme § (141 463) § (150,532) k] § k] (251,995) § (159,191) § 16510 § (142 B81)
Group 1 Sub-Total fexcluding Account 1588 - Global Adjust 3 (380 417) § (337 556) § § 5 (727 973) § (162 B58) § 4309 § (156 350)
RSVA -Power - Sub-Account - Global Adjustment 1588 § 243854 % 187,024 ] ¥ ¥ 435876 % 3468 § 12200 % 15 F69
Group 2 Accounts
Othet Regulatory Sssets - Sub-Accourt - OEB Cost A5 1508 § 12136 % 5078 k] 17214 % 64§ 70§ 1,264
Other Regulstory Sssets - Sub-Accourt - Pension Cont 1508 § - 5 -3 - b -
Other Regulatory Azsets - Sub-Accourt Defered IFRS 1508 § k] k] ki
Other Regulstory Sssets - Sub-Account - Cther 1508 % 3 § §
Other Requlatory Assets - Sub-Accaurt - Cther " 1508 % 3 § §
Retsil C ot Yariance Account - R etsil 1818 % - k -4 k] -
Retail Cogt Yariance Account - TR 1548 % EF2) % 3854 § 142§ ¥ 21 (21)
Misc. Deferred Debits 1525 % - k] ki ki -
L Wariance Account 1990 % ¥ ki ki
Renewable Connection C apital D eferral Account 153
R enewable Connection OM &4 Deferral Account 1932
Smart Grid Capital D eterral Accourt 1534
Smart Grid OM &4 Deferral Acoourt 1535
Smart Meter Capital and R ecovery Offset Yariance - S 1555 § - § - ¥ ki -
Smart Meter Capital and R ecovery Offset Wariance - Su- 1555 § (5156) § (3,390) k] (14,5471 § § (438) % (438)
Smatt Meter Capital and R ecovery Offsst Wariance - Su- 1555 § - § - f ] -
Smart Meter OMAA Variance 1856 % 5 b b
Consetvation snd Demand Management Expencitures: 1565 § 5 b k]
CDM Corra 1566 § $ b b
Qualifying Transition C asts * 15703 nia nia § 3 §
Pre-arket Opening E nergy Yariances Total : 151§ nfa ni k] k] ¥
Edra-Ordinary Event Costs 1572 § b b b
Deferred R ate [mpact Amounts 1574 § - 5 - f - k] -
REVA - One-time Wholesale Market Sendce 1582 % 309§ 2539 § 10858 § 42§ M5 § 258
Other Deferred Credits 43 % - k] - % - ki
Growp 2 Sub-Total 5 1286 3 230 § $ - B | 13667 § 1006 § 657 % 1563
Deterred P ayments in Lieu of Taxes 1562 sez PlLsreconciidion requested
2008 PILs & Taxes Variance 1582 zea PlLsreconcilidion requested
Sub+otal zea PlLsraconcilidion requested
Total k] (1301770 § (145,152) § k] - % - % (78,3280 § (155,185) § 17167 % (141, M%)

Thefollowing is not in¢luded inthetotal claim but are include
Deferred PILs Cantra Atcourt ® 1363
Disposition and Recavery of Regulatory Balances 1585

L PARRYED LND WY 1G:0% flirg PP bakh?

Complefed wersions of fhe Requlatory Asseis Confiaufy Sehedule
are required fo be filed in working Weroseff Excel format,

zee PlLsreconcilidion rejuested



SHEET 1 - Regulatory Assets - Continuity Sched

HAME OF UTILITY
HAME OF CONTACT

PARRY SOUND POWER
Miles Thompson

Parry Sound Power Corporation
EB-2010-0140

Exhibit 9

Tab 1l

Schedule 2

Appendix A

Page 5 of 8

Filed: October 15, 2010

E-mail Address mthomps ani@ps paer.ca
VERSIOH HUMBER w10
Date Z3-fug-10
| 2008
. - Tr_a!'raactmna_a Transac_ﬂnns Adjustments ) . - . .
Account Opening Principal (additions) dU_rll'lQ (fe'i_'Ul‘-flﬂl'lS) during 2008 - Ml_l-Bﬁ'l'lm Closing Principal 0 pening Interest Interest Jan1 o Closing Interest
Humber Amounts as of le_llﬂ, excluding dLI'I_ng ?l]l] 8, instructed by during 200§ - Balance asof  Amounts as of Deci.in Amounts as of

u Jan1-08 interestand  excluding interest E other” Dec-31-08 Jan-1-0% Dec-31-08

Account Description adjustments’  and adjustments Board
Group 1 Accounts :
Lowyatase Sccount 1550 % 154 497§ 24m1 § 176495 § 4176 § 7040 § 1216
RS -Wholesale Market Senice Charge 1500 § 238339) § (84,502) § (322935) § 173§ B502) § (24.523)
R S%A - R etail Transmission Metnark Charge 1584 § (146.389) § (1 343) § (1453400 § (12,3700 § @191) § (16,561)
R S%A - etail Transmission Connection Charge 1586 % (107 671) § (36 801) § (144472) § 4980 § (2.988) § 2,002
RS A - P over (excluding Globsl Adjustment) 1588 % (494 B31) § 337 ¥ (161 ,974) § (124,754) § 19479 § (105,275)
RS A - P ower - Sub-Account - Global Adustment 1988 % 435878 % 29299 ¥ 465237 § 15669 § 2550 % 38,219
R ecovery of Regulatory Asset Balances 1990 % 104 620 § (53,238) ¥ g3 8 (124711§ 2693 § 3,778)
Disposition and Recovery of Regulatory Balances" 1585 % ¥ - % ¥
M - - -
Group 1 Sub-Total including A¢count 1588 - Global Adjustme § (291 995) § 209,381 5 § § (B2504) § (142 681) § 9§ (104,700
Group 1 Sub-Total fexcluding Account 1588 - Global Adjustmi § q5) § 180,132 5 § § (547 341) § (158 350) § 15431 § (142313)
RSVA - Power - 5ub-Account - Global Adjustment 1588  § 435878 % 29299 k] k] ¥ 465237 § 15669 § 2550 % 38,219
Group 2 Accounts

Other Regulstory Assets - Sub-becourt - OEB Cost A 1508 % 17214 % (3.041) § §173 § 1264 § (267 § 1,238
Other Reguistory Assets - Sub-ccount - Pendon Cont 1808 § - ¥ -5 - § -
Other Regulatory Assets - Sub-Account Defered IFRS 1508 § § § ¥
Crther Regulstory Assets - Sub-Aecount - Other T 1508 § 3 § §
Crther Regulstory Assets - Sub-Account - Other T 1508 § 3 % § R
R etail C ogt Variance Account - R etsi 1818 § - % (1 484) 3 (1454 § - % (10 § (1m
Retail C odt Vatiance Aocount - STR 1548 § 142§ (29 § 13§ 20§ 5§ (16)
Misc. Deterred Dehits 1525 § - 5 § - §
L% Wariance Aocount 1550 § 5 § §
R enewable Connection Capital D eferral Account 153
R enevable Connection OM &4 Deferral Account 1932
Smart Gridd C apital D eferral Azcount 1534
Smart Gricd OM &4 Deferral Account 1333
Smart Meter Capitsl and R ecovery Otftast Variance - Su 1555 § - § - 0% - ¥ -
Smart Meter Capital and R ecovery Offeet Variance - 5w 1835 § (145471 § (11,034) ¥ (255510 § (438) § (736) § (1,174)
Smart Meter Capital and R ecovery Offast Variance - Sy 1555 § - ¥ - % - ¥ -
Smart Meter OMEA Yariance 1556 § 5 § §
Conservation and Demand Management Expenditures: 15685 § 5 § §
COM Cortrs 1368 § b} ¥ ¥
Gualifying Transition Costs £ 1370 % nfa nfa § ¥ ¥
PreMarket Opening Energy Variances Total £ 151§ nia nfa § ¥ §
Edra-Crefinary Event Costs 1872 § ¥ § H
Dreferred R ate Impadt Amounts 1874 § - ¥ - 0% - H -
RSy A - Oneime YWholesale Market Serdce 1982 % 10858 § 2518 § 13,776 § 656§ 476§ 1,334
(Other Deferred Credis M f - 5 - 5 - § -
Group 2 Sub-Total $ 13867 5 (18,669) § 5 -5 § GE003) § 1683 § 291 § 1372
Deferred P ayments in Lieu of Taxes 1562 zes PlLsreconcilizion requested
2006 PILs & Taxes Yaiance 1552 zea PlLsreconcllizion requasted
Sub-otal zea PlLsreconcilidion requasted
Total § (278.328) § 190722 § § - ¥ - % (87 07 § (141,018) § 70§ (103,328)

The following is not intluded inthetotal claim but are include
Deferred PILs Contra Account ” 1863
Disposition and Recovery of Regulatory Balances™ 1585

CADoamentard S ligs'm hompson FARRYED UND WAy Documerkizli 1 CO & Hing PER Damif

Completed versions of fhe Requ!sfory Assefs Confinudy Sohedule
are required fo be filed in working Microsoff Excel formaf,

zea PlLsreconciliion requested



SHEET 1 - Regulatory Assets - Continuity Sched

Parry Sound Power Corporation
EB-2010-0140

Exhibit 9

Tab 1l

Schedule 2

Appendix A

Page 6 of 8

Filed: October 15, 2010

HAME OF UTILITY PARRY SOUND P OWER
HAME OF CONTACT Miles Thompsan
E-mail Address mihompsan(@psponier.ca
VERSION HUMBER W0
Date 25-bug-10
[
Account
Humber
Account Description
Group 1 Accounts
LowVoltage Account 250

1
REVA -iWholesele M arket Serdce Charge 1580
R SVA -Retail Transmission Network Charge 1584
R SVA -Retal Transmission Cannection Charge 1586
REVA -F over (exchiding Global Adjustment) 1588
FESVA, - P ower - Sub-Account - Global Adudment 1588
ftgcovery of Regulatory Asset Balances 1590
1

Dispasition and Recovery of Regulstary Balances” 595
M
Group 1 Sub-Total (including Account 1588 - Global Adjustme §

Group 1 Sub-Total (excluding Account 1588 - Global Adjustmi §
RSVA -Power - Sub-Account - Global Adjustment 1588 §

h en ea A A A wa

Group 2 Accounts

Other Reguistory A3sets - Sub-Scoount - OEB Cost Az 1508 §
(Other Reguistory Assets - Sub-Scoourt -Pension Cont - 1508 §
(Other Reguistory Azsets - Sub-Acoourt Defeed FRS 1508 §
Other Reguiatory A3sets - Sub-coourt - Other" 1508 §
(Other Reguistory Assets - Sub-Seoourt - Other! 1508 §
Reetall ¢ ot Variance Account - R etal 1518 %
Reetal C ot Variance Account - 5TR 1548 §
Misc. Deferred Debits 1525 §
L% Wariance Account 1550 %
R enewable Connection C apital Deferral Account 153

R enesable: Connection OM &4 Deteral Account 1532
Smart Grid C apital Deferral Account 153
Smart Grir OM &4 Deferal Account 1535
Smatt Meter Capital and R ecovery Offset Variance - Su 1555 §
St Meter Capital and R ecovery Offset Variance - S0 1555 §
Smart Meter Capital and R ecovery Offset Variance - 3u 1535 §
Smart Meter OM&A, Vatiance 1556 §
Conservefion and Demand Managemert Expenditures: 1565 §
COM Cortra 1966 §
Qualifying Transtion Costs s 157§
Predit arket Opening Eneray Variances Total 5 151§
Extra-Ordinary E vent Costs 1572 §
Deferred R ate Impact Amounts 1574 §
REVA, - Oneime W holesale Market Senice 1582 %
Cther Defened Crects HE 3
Group 2 Sub-Total §
Deferred Payments in Lisw of Taxes 1562
2006 PIL3 & Taxes Yarancs 1592
Sub-total

Total §

The following is not in¢ luded inthe total claim but are include
Dieforre P ILs Contra Accourt” 1563
Dispasition and Recovery of Regulstary Balances " 1595

G Aboamenk ard Se lgmbompson PARRTED UND Wy boouments201 1 GO Fllrg PER balF

Comaleted versions of fhe Requlafory Assets Confinefy Schedule
are reguired fo be filed in working Mierosoff Excel formnaf,

Jan1-09

8382 §

(82604 §
(5475417 §
2T

8173 §

(1484) §
139

-8
(25,58 §

§

1377

(5.003) §

(87407 §

Transactions  Transactions

Opening Principal (additions) during  (reductions)
Amountsasof 2009, excluding  duwring 2009,
interestand  excluding interest

adjustmerts®  and adjustments

a1
{5472
16,523
(36,083
1154479
(585 520)
Fl

)
)
)
)

409,909
1,085,129
(535 520)

1818

539,962
(26.520)

N E

)

S8 %

e

Adjustments

during 2009 -

instructed by
Board ¥

2009 |
Transfer of Board-
Adjustments | Closing Principal 0pening Interest Interest Jand to_ “iosing Interest | approved :rnl::':doif:;g-
dwing 2009- | Balancessof  Amounts s of mowtsesof | principal
T Dec31-09 amountsto 1595
other Dec-31-09 Jan-1-09 Dec-31-09  amountsto 1595 asper 2010 IRH
asper 2010 IRM
§ 177186 § 11216 § 204 % 13,40 [§ (178,298) § {13,567
§ (3554071 8 (24520 % FRIERR (19,508) § 8% § 28,758
§ (164,363) § (16,561 % (1801 % (18362)§ 148340 § 18,507
§ (180,53) § 2002 § (1,885) § 17§ 1441 § (107}
§ 992505 % (105,272) § 23§ (82903) § 161974 § 107,399
3 (190,583) § m219 3 (21.506) § 18,713 § (465,237) § (#341)
3 51402 § [EREEIR | 5§ @193 § (51,382) § 4,105
§ § - § - 8 82,604 § 105,784
§ § I®5 8 (104 700) § 4504 § (99,396)
§ § 728§ (142319) § B30 § (116 509)
§ § (190,583) § |29 3 (21,506) § 16,713
§ 999 5 128 % 8 5 1333
§ -8 - ¥ -
§ § §
§ § ¥
¥ -3 ¥ -
$ 3.796) § (1 § (1) § 28
§ 67 § (16) § 14 (15
§ § - ¥ -
§ § ¥
§ M8 § -
§ (54,201) § {1,174) § 114§ 40
¥ -3 ¥ -
§ 258 8 E] a4 5
§ -4 ¥
§ § ¥
§ § ¥
§ § ¥
3 3 ¥
§ -3 - ¥ -
§ 13687 § 134§ 162 § 1 496
§ - 8 - § -
§ B b T8 13712 1850 % 33
see PILs reconciliztion requasted
e PlLsreconciiztion requested
e PlLsreconciiztion requested
§ -8 2530 8 (105,328 § 6763 § (96 565)

e PlLsreconciiztion requested



Parry Sound Power Corporation
EB-2010-0140

Exhibit 9

Tab 1l

Schedule 2

Appendix A

Page 7 of 8

Filed: October 15, 2010

SHEET 1 - Regulatory Assets - Continuity Sched

NAME OF UTILITY PARRY SOUND POWER
HAME OF CONTACT Miles Thampssan
E-mail Address mihompson@pspomer.ca
VERSION HUMBER vl
Date 23-Aug-10
Projected Interest Projected Interest Principal Cloim  Interest Claim  Tatal Claim Profcted letenst  Profcted Intenstiiom  Foncasted
onDecit 49 onDec3 99 before before before from Jan 1, 200040 Jan 1, 2007 o April 30, Trams actions in
Account ;
Wumber balancefrom.Jan balancefrom .l?n Foreca.aed_ Fnrecn_sted_ Foreca.aed_ 7Forecaited Forecailed Aprid0, 2091 o 2011 o F_arecasfed 201(! and 201_1,
1,2010toDec 31, 1,201 o April  Tr T fionsin  Tr T F tod Transactions (Exc!  wotivchided i
Account Description ' w2011 2010and2011  200and 20 2M0and2011  Erchiding Exclding Traus actions (Frel  hetorest) hom Jaw 1, Total Claint
Group 1 Accounts o o N
Lowvottage Acoourt 1350 % )R] (O] {1.32) § (330) § (1,642) §
RVA -Wiholesalz Market Service Charge 1580 § (256) § (108) § (3472 § B30 § (26,562) 5
R VA -Fetal Tranamission N etwark Charge 155§ (113 5 85 § (16,523 § ) § (16, 548) 5
R9VA -Reetail Tranamission C onnection Charge 1556 § (260) § (106) § (36,063) § (355) § (36.418) 5
R9VA -Pover (exclucing Globsl Adjustment) 155§ 835 9 338§ 1154479 § BAG F 118062 5
REVA - Povier - Sub-Accourt - Global Adudment 1368 ¥ CREDE (1319 § (655,520) § (34,258) ¥ (690,078) 3
R ecavery of Requlstory Asset Balances 1590 § 0% 0y 0§ (88) § (69) §
Dispastton and Recovery of Regultory Balances ™ 1595 § 59§ PLIRR 62604 § 108622 § 189 226 §
Group 1 Sub-Total including Account 1588 - Global Adjustme § 3549 3 1439 % 493§ 116860 § 608573 § - b -8 - b - 8
Group 1 Sub-Total {excluding Account 1588 - Global Adjustm § G260 § 3,356 § 129865 § - b -0 - b - 8
RSVA - Power - Sub-Account - Global Adjustment 1588 § (473§ (1919 § (650,078 § - b -8 - b -8
Group 2 Accounts
Other Regulstory Assets - Sub-fccourt - OB Cost & 1508 § 728 285 999§ 143 § 11425 §
Other Requistory Azsets - Sub-Becourt - Pengion Cont - 1508 § § § -3 - % - §
Other Requistory Assets - Sub-Accourt Defered IFRS 1508 § § ¥ 3 ¥ 3
Other Regulstory Assets - Sub-Accourt - Other | 1508 § § [ § [ §
Other Regulstory Assets - Sub-Aceount - Other ! 1508 § -8 B B - - §
Ftetail Codt Yariance Account - R etail 19518 § 213 (% (3,796) § (66) § (3,862) §
Retail Codt Yariance Account - STR 15948 § 0% 0% 67§ (14) % 53 §
Misc. Deferred Debis 1525 % § ¥ $ - % §
LY ariance Aocaunt 1550 § § ¥ $ ¥ §
R enewattle Connection C apital D eferral Account 193§ § § § § §
Renewalle Connection OM &8 Deferal Accourt 1932 § § § § § §
Smart Grid C apital Deferral Account 193§ § § § § §
Smart Grid OM &4 Defersl Accourt 133§ - ¥ - 8 - ¥ - 8 - 3
Smert Meter Capital and R ecovery Offeet Variance - 34 1555 § 3885 % 1580 § 539962 § 5475 8 545437 §
Smart Meter Capital and R ecovery Offeet Yariance - Sy 1535 § (390 § (159 § (54,201) § [0y § (54,2100 §
Sinart Meter Capital and R ecovery Offeet Variance -S4 1555 § - % - % - 5 - % - §
Stnart Meter OMEA Vatiance 1956 § 156§ B3 § METE S PIL ] 2§02 §
Consetvation and Demand Management Expenditures: 1565 § § § - 0§ § = §
DM Cortra 1566 § $ ¥ § ¥ §
Gualifying Trangtion C osts 5 1570 § § § § § 5
P reMarket Opening E nergy Yariances Totsl g 1571 § § § § § §
Estra-Ordinary Event Coats 1572 § ¥ $ ¥ $ §
Deferrett R ate Impad Amounts 574§ - - 8 - % - 3 - §
RSV - One-time Wholesale Market Service 1962 § 9 % 40 % 13687 § 1635 § 15322 §
Other Deferred Credts PLYCI ] § § -3 - § - §
Group 2 Sub-Total § 304 5 1543 § 57289 % 8576 § 535967 § - b -8 - b -8
Deterrect P ayments in Lieu of Taxes 1562
2006 PILs & Taxes Yaance 1992
Sub-otal ¥ - §
Total § 732 3 2582 § 767 763§ - f -8 - f - 8

Thefollowing is not included inthe total claim but areinclude
D eferredt PLs Cantra Acoourt* 1963
Disposition and Recowery ofReguIaioryEalanczsm 1595

C:Aboaments ard 52 rgzim bompzon PARRYED UKD Ay Dooumerk 201120 2 fllrg PEF baP

Complefed wersions of fhe Requiafory Asseis Confinely Sohedule
are reguired fo be filed in working Microsoff Excel formaf.
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1590

2011 Data By Class kW kWhs Cust. Num.'s |JALLOCATOR Dx Revenue

RESIDEMTIAL CLASS 33427924 2812 47.8% $ 1,443 593

GENERAL SERVICE <50 KW CLASS 16,733,379 493 19.4% % 462,189

GENERAL SERVICE =50 KW a7 727 37,802 659 68 31.8% % 643,861

UNMETERED SCATTERED LOADS 58,750 18 02% % 13,438

SEMNTIMEL LIGHTS 36 12,745 12 01% % 1,399

STREET LIGHTING 2,421 867 846 1 0.7% $ 47 243

Totals 100,184 88,903,303 3,404 100% % 2616723

3 _
Number of
Allocators kW kWhs Cust. Num.'s |Metered Dx Revenue
Customers

RESIDENTIAL CLASS 0.0% 37.6% 82.6% 47.8% 55.4%
GENERAL SERVICE <50 KW CLASS 0.0% 18.8% 14.5% 19.4% 17.7%
GENERAL SERVICE >50 KW 97 5% 42 5% 2.0% 31.8% 24 6%
UNMETERED & SCATTERED LOADS 0.0% 0.1% 0.5% 0.2% 0.5%
SENTINEL LIGHTS 0.0% 0.0% 0.4% 0.1% 0.1%
STREET LIGHTING 2.4% 1.0% 0.0% 0.7% 1.8%
Totals 100% 100% 100% 100% 100%
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PSP is seeking approval to increase the current smart meter rate adder from a $1.00 per
metered customer per month to $1.71 per metered customer per month based on the

calculation as shown in the table below.

Rate Rider to Recover Smart Meter Costs

Revenue Requirement 2006

Revenue Requirement 2007

Revenue Requirement 2008

Revenue Requirement 2009

Revenue Requirement 2010 on 2009 assest
Revenue Requirement Total

Smart Meter Rate Adder

Carrying Cost

Smart Meter True-up

Metered Customers

Rate Rider to Recover Smart Meter Costs

979
3,441
6,200

56,055
88,620

155,295

88,989
567

| H BB P B H BB

65,738

$

3,200

1.71



Rate Rider to Recover Smart Meter Costs

Revenue Requirement 2006
Revenue Requirement 2007
Revenue Requirement 2008
Revenue Requirement 2009

Revenue Requirement 2010 on 2009 assest

Revenue Requirement Total
Smart Meter Rate Adder
Carrying Cost

Smart Meter True-up

Metered Customers

Rate Rider to Recover Smart Meter Costs

2009 Addition to Rate Base
Fixed Assets

Smart Meters

Computer Software

Accumulated Depreciation
Smart Meters
Computer Software

2009 Amortization Expense
Smart Meters
Computer Software
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979
3,441
6,200

56,055
88,620

155,295

88,989
567

o en Rlr|er B B &

65,738

3,200

1.71

523,437
33,961

557,397

23,382
5,660

29,042

19,019
5,660

hH &H

24,679
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| 2006 | 2007 | 2008 | 2009 | 2010 |
Net Fixed Assets $ 5630 $ 19,850 § 35605 § 285563 § 505248
OMEA $ - $ - $ - § 4143 § 1337
WCA 15% $ 15% $ - 15% $ - 15% $ 621 15% $ 201
Rate Base § 5630 [ 19,850 § 35605 § 286,184 § 505448
Deemed ST Debt 0% $ - 0% $ - 0% § - 0% § - 0% § -
Deemed LT Debt 50% $ 2,815 50% § 9,925 50% § 17,802 50% § 143,092 50% § 252,724
Deemed Equity 50% $ 2,815 50% § 9,925 50% § 17,802 50% § 143,092 50% § 252,724
ST Interest 0.00% $ - 0.00% $ - 000% & - 000% & - 000% & -
LT Interest 7.25% $ 204 7.25% $ 720 725% $ 1291 725% § 10374 725% § 18322
ROE 9.00% $ 253 9.00% $ 893 9.00% § 1602 900% § 12878 900% § 22,745
$ 457 § 1613 § 2,893 § 23252 § 41068
1556 OM&A $ = $ = $ 4,143 $ 1,337
Amortization $ 388 § 1,396 § 2,579 § 24679 § 46216
Grossed-up PlLs $ 133 $ 432 $ 728 $ 3,981 $ -
Revenue Requirement $ 979 [ 3,441 [ 6,200 § 56095 § 88620
94857.79628
PILs Calculation
2006 2007 2008 2009
INCOME TAX Forecasted Forecasted Forecasted Forecasted
Net Income ] 253 8 893 3 1602 % 12,878
Amortization 3 388 8§ 1396 3 2579 24 679
CCA $ 486 -§ 1638 -5 2926 -% 31,760
Change in taxable income 5 176§ 651 § 125 $ 5,798
Tax Rate 36.12% 36.12% 33.50% 33.00%
Income Taxes Payable 3 63 § 235 § 420§ 1,913
ONTARIO CAPITAL TAX
Closing Net Fixed Assets $ 11,261 8 28439 S 42770 500,055
Less: Exemption $ - g - $ - $ -
Deemed Taxable Capital $ 11,261 % 28439 % 42770 % 500,055
Ontaric Capital Tax Rate 0.300% 0.225% 0.225% 0.225%
Met Amount { Taxable Capital x Rate} § 3378 § 6399 § 9623 % 1,126.12
Gross Up
PlLs Payable PlLs Payable PlILs Payable PILs Payable
Change in Income Taxes Payable ] 6347 8 23528 % 42036 % 1,913.27
Change in OCT 3 3378 8§ 6399 § 9623 1,125.12
PIL's $ 97.26 § 20027 § 51659 % 3,038.40
Gross Up Gross Up Gross Up Gross Up
33.00% 32.00% 30.50% 30.50%
Grossed Up PILs  Grossed Up FiLs Grossed Up PlLs Grossed Up PiLs
Change in Income Taxes Payable ] 9935 § 36831 3 63212 $ 2,855.63
Change in OCT $ 3378 5 6399 35 96.23 % 1,125.12
PiL's $ 13313 § 43230 § 72835 % 3,980.76




GL 1555

Meters

Computer
Components

Average Net Fixed Assets

Net Fixed Assets

Opening Capital
Investment

Capital Investment
Closing Capital
Investment

Opening Accumulated
Amortization
Amortization Year One

Amortization Thereafter
Closing Accumulated
Amortization

Opening Net Fixed Assets
Closing Net Fixed Assets

Average Net Fixed Assets

Net Fixed Assets

Opening Capital
Investment

Capital Investment
Closing Capital
Investment

Opening Accumulated
Amortization

Amortization Year One

Amortization Thereafter
Closing Accumulated
Amortization

Opening Net Fixed Assets
Closing Net Fixed Assets

Average Net Fixed Assets

15
years

3 years

Parry Sound Power Corporation
EB-2010-0140

Exhibit 9
Tab 1

Schedule 3
Page 4 of 8

Filed: October 15, 2010

2006 2007 2008 2009 2010
Actual Actual Actual Actual Forecast
$ - $ 11,649 $ 30,223 $ 47,133 $ 523,437
$ 11649 $ 18,574 $ 16,910 $ 476,304 $ 85,909
$ 11,649 $ 30,223 $ 47,133 $ 523,437 $ 609,345
$ - $ 388 $ 1,784 $ 4,363 $ 23,382
$ 388 $ 619 $ 564 $ 15,877 $ 2,864
$ - $ 777 $ 2,015 $ 3,142 $ 34,896
$ 388 $ 1,784 $ 4,363 $ 23,382 $ 61,141
$ - $ 11,261 $ 28,439 $ 42,770 $ 500,055
$ 11,261 $ 28,439 $ 42,770 $ 500,055 $ 548,204
$ 5,630 $ 19,850 $ 35,605 $ 271,413 $ 524,130
2006 2007 2008 2009 2010
Actual Actual Actual Actual Forecast
$ - $ - $ - $ - $ 33,961
$ = $ 33,961
$ - $ - $ - $ 33,961 $ 33,961
$ - $ - $ - $ - $ 5,660
$ - $ - $ - $ 5,660 $ -
$ - $ - $ - $ - $ 11,320
$ - $ - $ - $ 5,660 $ 16,980
$ - $ - $ - $ - $ 28,301
- - - $ 28,301 $ 16,980
- $ - $ - $ 14,150 $ 22,640




For PILs
Calculation

UCcC

Opening UCC
Capital Additions

UCC Before Half Year Rule
Half Year Rule (1/2 Additions -
Disposals)

Reduced UCC
CCA Rate Class
CCA Rate

CCA

Closing UCC

UCcC

Opening UCC
Capital Additions

UCC Before Half Year Rule

Half Year Rule (1/2 Additions -
Disposals)

Reduced UCC
CCA Rate Class
CCA Rate

CCA

Closing UCC
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2006

2007 2008 2009 2010
Forecasted Forecasted Forecasted Forecasted Forecasted
$ - $11,183 $ 28,120 $ 42,103 $ 495,987
$ 11,649 $ 18,574 $ 16,910 $476,304 $ 85,909
$ 11,649 $ 29,757 $ 45,029 $518,407 $ 581,895
$ 5,825 $ 9,287 $ 8,455 $238,152 $ 42,954
$ 5,825 $ 20,470 $36,575 $280,255 $538,941

47
8%
$
$ 466 $ 1,638 $ 2,926 22,420 $ 43,115
$
$11,183 $ 28,120 $ 42,103 495,987 $ 538,780
2006 2007 2008 2009 2010
Forecasted Forecasted Forecasted Forecasted Forecasted
$ - $ - $ - $ - $ 24,621
$ - $ - $ - $ 33,961 $ -
$ - $ - $ - $ 33,961 $ 24,621
$ - $ - $ - $ 16,980 $ -
$ $ $ $ 16,980 $ 24,621

50
55%

$ 9,339

$ 13,542
$ 11,080

$ 24,621




Parry Sound Power Corporation

Table Staff 16-1. Account 1555 Smart Meter Capital and Offset Account — Principal
Closing Balance

Month Opening Balance

May-06 $
Jun-08 -$
Jul-06 -$
Aug-06 -$
Sep-06 -3
Oct-06 -$
Nov-06 -$
Dec-06 -$
Jan-07 -%
Feb-07 -$
Mar-Q7 -$
Apr-07 -$
May-07 -$
Jun-07 -$
Jul-07 -%
Aug-07 -$
Sep-07 -$
QOct-07 -$
Nov-07 -$
Dec-07 -$
Jan-08 -$
Feb-08 -$
Mar-08 -$
Apr-08 -$
May-08 -$
Jun-08 -$
Jul-08 -$
Aug-08 -$
Sep-08 -3
Oct-08 -$
Nov-08 -$
Dec-08 -$
Jan-09 -$
Feb-09 -$
Mar-09 -$
Apr-09 -$
May-09 -$
Jun-09 -$
Jul-09 $
Aug-09 $
Sep-09 $

522
1,044
1,567
2,089
2,611
3,133
3,655
4,178
4,673
5,169
5,665
6,161
6,656
7,152
7,648
8,144
8,640
9,135
9,631

10,127
10,394
10,662
10,929
11,196
11,464
11,731
11,998
12,266
12,533
12,800
13,068
13,335
10,883
8,432
5,980
3,528
1,077
1,375
3,827
6,278

SM Adder
645
645
645
645
645
645
645
645
783
783
783
783
783
783
783
783
783
783
783
783
784
784
784
784
784
784
784
784
784
784
784
784

2,220
2,220
2220
2,220
2,220
2,220
2220
2,220
2,220

PP PODPPL PP PARPAR DL LD PALDPPPADPAA DL PP

Revenue
Requirement
122
122
122
122
122
122
122
122
287
287
287
287
287
287
287
287
287
287
287
287
517
517
517
517
517
517
517
517
517
517
517
517
4,671
4,671
4,671
4,671
4,671
4,671
4,671
4,671
4,671

(excluding
Stranded)

522
1,044
1,567
2,089
2,611
3,133
3,655
4,178
4,673
5,169
5,665
6,161
6,656
7,152
7,648
8,144
8,640
9,135
9,631
10,127
10,394
10,662
10,929
11,196
11,464
11,731
11,998
12,266
12,533
12,800
13,068
13,335
10,883
8,432
5,980
3,528
1,077
1,375
3,827
6,278
8,730
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Oct-09
Nov-09
Dec-09
Jan-10
Feb-10
Mar-10
Apr-10
May-10
Jun-10
Jul-10
Aug-10
Sep-10
Oct-10
Nov-10
Dec-10

2006
2007
2008
2009
2010

PP P BH PP BN RPN AR

8,730
11,182
13,633
16,085
20,270
24,455
28,640
32,825
37,010
41,195
45,380
49,565
53,750
57,936
62,121

-5 2220 $ 4,671
-5 2220 % 4,671
-5 2220 § 4,671
-5 3200 § 7,385
-5 3200 $ 7,385
-$ 3200 $ 7,385
-5 3200 §$ 7,385
-5 3200 § 7,385
-$ 3200 $ 7,385
-$ 3200 $ 7,385
-5 3200 §$ 7,385
-5 3200 §$ 7,385
-5 3200 § 7,385
-$ 3200 $ 7,385
-$ 3200 $ 7,385
-5 5156 § 979
-5 9,390 § 3,441
-$ 9,408 $ 6,200
-5 26635 % 56,055
-$ 38,400 $ 88,620
-3 88,989 § 155,295

O PP PO PN HHHH

11,182
13,633
16,085
20,270
24,455
28,640
32,825
37,010
41,195
45,380
49,565
53,750
57,936
62,121
66,306
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Table Staff 16-2: Account 1555 — Interest

Month
May-06
Jun-06
Jul-06
Aug-06
Sep-06
Oct-06
Nov-06
Dec-06
Jan-07
Feb-07
Mar-07
Apr-07
May-07
Jun-07
Jul-07
Aug-07
Sep-07
Oct-07
Nowv-07
Dec-07
Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08

Ann_ N8
AUG-Vo

Sep-08
Oct-08
Nov-08
Dec-08
Jan-09
Feb-09
Mar-09
Apr-09
May-09
Jun-09

Jul-09
Aug-09
Sep-09
Oct-09
Nov-09
Dec-09
Jan-10
Feb-10
Mar-10
Apr-10
May-10
Jun-10

Jul-10
Aug-10
Sep-10
Oct-10
Nowv-10
Dec-10
Jan-11
Feb-11
Mar-11
Apr-11

$

-5
-$
-5
-$
-5
-5
-5
-5
-$
-5
-$
-5
-$
-5
-5
-5
-5
-$
-5
-$
-5
-$
-5
-5
-5
-5

<

-5
-$
-5
-$
-5
-5
-5
-5
-$
-5

BHODNA AR AL HODNY AR HH NN

Opening
Balance
(excluding
Stranded)
522
1,044
1,567
2,089
2,611
3,133
3,655
4178
4673
5,169
5,665
6,161
6,656
7,152
7,648
8,144
8,640
9,135
9,631
10,127
10,394
10,662
10,929
11,196
11,464

11,731
11 aaa

1,0

12,266
12,533
12,800
13,068
13,335
10,883
8,432
5,980
3,528
1,077
1,375
3,827
6,278
8,730
11,182
13,633
16,085
20,270
24 455
28,640
32,825
37,010
41,195
45380
49,565
53,750
57,936
62,121
62,121
62,121
62,121
62,121

Rate
4.1400%
4.1400%
4.5900%
4.5900%
4.5900%
4.5900%
4.5900%
4.5900%
4.5900%
4.5900%
4.5900%
4.5900%
4.5900%
4.5900%
4.5900%
4.5900%
4.5900%
5.1400%
5.1400%
5.1400%
5.1400%
5.1400%
5.1400%
4.0800%
4.0800%
4.0800%
3.3500%

2 RE0N004L

(o R e VL0

3.3500%
3.3500%
3.3500%
3.3500%
2.4500%
2.4500%
2.4500%
1.0000%
1.0000%
1.0000%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%
0.5500%

-5
-$
-5
-$
-5
-5
-5
-5
-$
-5
-$
-5
-$
-5
-5
-5
-5
-$
-5
-$
-5
-$
-5
-5
-5
-5
-$
-5
-$
-5
-$
-5
-5
-5
-5
-$
-5

© &

BHODNAAAROD AL NN AR B

Interest

$
$
-$
-$
-$
-$
$
-$
$
-$
$
-$
-$
-$
-$
$
-$
$
-$
$
-$
-$
-$
-$
$
-$
$
$
$
-$
-$
-$
-$
$
$
$
-$
$
-$
$
-$
$
$
$
$
-$
$
-$
$
-$
$
$
$
$
$
$
$
$
-$
$

To Date

700

AT

734
769
804
841
869
890
907
912
915
916
915
914
911
907
902
895
888
879
868
855
839
823
803
782
760
735
709
680
651
624
595
567
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In 2010 PSP engaged the services of Burman Energy Consultants Group Inc. (BECGI) to

review the LDC'’s preliminary LRAM and SSM and supporting information and assist in

producing finalized calculations and report suitable to support an LRAM and SSM claim as part

of its 2011 rates submission.

The results of that review is a report from BECGI which is included in its entirety in this Exhibit

including the supporting calculations used to calculate a rate rider which PSPI is requesting

Board approval to recover over one year. The LRAM and SSM amounts proposed for recovery

and the calculation of the rate rider is provided in the following table:

2011 Test Year - LRAMand SSMRider

Billing Units Two Year Rate] Three Year |Nunber of Years
Anounts (Up to 2009) (2011) Rate Riders Rider Rate Rider to Use
[RAM SSM LRAM SSM Tota Tota Total [AE)
Funit (KWh [ Suni or [ Funit (KWh [ Funit (KWhor [Funit (KWhor
Rate Class $ $ Metrics | or kW) kw or kW) KW KWy 1
Residential 3032446 2,382 B421, 24  |KWh 0.0009 0.0001 00010 0.0006 0.0003
GS<50kW 9,94354 52191 16,733,379  |KWh 0.0006 0.0000 0.0006 0.0003 0.0002
GS>50 51,107.48 97,727 KW 05230 0.0000 05230 0.2615 0.1743
Sentine Lights £ KW 0.0000 0.0000 0.0000 0.0000 0.0000
Street Lighting 2421 Kw 0.0000 0.0000 0.0000 0.0000 0.0000
UsL 4,914 450.71 58,750 Kwh 00850 -0.0077 00773 0.0386 0.0258
Total 96,367.42 2,39942
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1 Burman Energy Consultants Group Inc. Report:

2 The BECGI report and accompanying schedules are provided below:
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Parry Sound Power Corporation.
LRAM and SSM Support

August 23, 2010

Prepared by: Bart Burman, MBA, BA.Sc. P.Eng., President



© 0 N O O A W N =

Table of Contents

Attachment A — CDM Load Impacts by Class and Program
Attachment B - Foregone Revenue by Class and Program
Attachment C — S8M Amounts by Class and Program
Attachment D - LRAM & SSM Totals

Attachment E - LRAM & SSM Input Assumptions

Parry Sound Power Corporation
EB-2010-0140

Exhibit 10

Tab 1

Schedule 2

Page 3 of 17

Filed: October 15, 2010

cINErOTUCHION ... e e e ettt 2
c REQUIFE ..o e et 3
+ ABOUE LRAMISSIM L.t bbbt bbbt aiaes D
B ;1= i T e o] o | SPRN 4
e REBUIES Lo e et ae e nr e e ee e nae et e eneeas 4
. Determination of SSIM AMOUNL .........oiiiiii e e e 5
. Determination of LRAM AMOUNL .......oooiiiiii ettt e rn e e e sre e ee e enenas 6
. Allocation and Manner of Recovery for LRAM AMounts ... 6
. RecomMmMENdationS... .. ..o e e 7
Attachments



Parry Sound Power Corporation
EB-2010-0140

Exhibit 10

Tab 1

Schedule 2

Page 4 of 17

Filed: October 15, 2010

1. Introduction

Parry Sound Power Corporation (Parry Sound Power) initiated seventeen Conservation and
Demand Management (CDM) programs since Third Tranche CDM funding commenced in 2005,
and augmented those local programs through direct support and involvement with Ontario
Power Authority (OPA) provincial programs. By the end of 2008, Parry Sound Power had
completed the CDM programs in the residential, commercial/industrial and infrastructure
segments from its Third Tranche funding of $180,000. This commitment to CDM has returned
energy savings of 1,025,807 kWh and reduced peak demand by more than 67 kW (as reported
by Parry Sound Power in their 2008 CDM Annual Report).

With success in its CDM activities, Parry Sound Power has lost revenues that need to be
addressed as part of its 2011 rates submission to the Ontario Energy Board (OEB). This
process will ensure that future CDM investments are sustainable in the long term by becoming a
standard element in future rate filings.

The Ontario Energy Board (OEB) introduced a process outlined in the March 28, 2008
Guidelines for Electricity Distributor Conservation and Demand Management EB-2008-0037)
("CDM Guidelines”) for rate-based applications to recover revenues lost to customer energy
conservation, and to share in gains from effective CDM programs prior to the completion of
Third Tranche CDM programs. The mechanism developed by the OEB to calculate lost
revenue for savings is the Lost Revenue Adjustment Mechanism (LRAM) and the Shared
Savings Mechanism (SSM).

SSM is calculated as 5% of the net present value of the future net benefits from CDM
investments. LRAM calculations are made fromthe energy savings data from measured CDM
program results, or other documented results as applied to the affected rate class. OPA
sponsored programs, such as Every Kilowatt Counts, are not eligible for SSM because the OPA
compensates LDCs through a contractual arrangement rather than the LDC recovering SSM
amounts through rate riders. Results from OEB-approved (third tranche) CDM programs, OPA
CDM programs and Parry Sound Power funded programs represent the potential for lost
revenue to the LDC, and will be included in calculations under LRAM.

The application for LRAM and SSM compensation is part of Parry Sound Power’s 2011 Cost of
Service filing and is based on its 2005 to 2009 inclusive CDM results.
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2. Required

Parry Sound Power requested that Burman Energy Consultants Group Inc. (BECGI) review the
LDC's preliminary LRAM and SSM and supporting information and assist in producing finalized
calculations and report suitable to support an LRAM and SSM claim as part of its 2011 rates
submission. In completing the scope of work related to LRAM and SSM, BECGI committed to:

1. Review LRAM, SSM and Third Trance Total Resource Cost (TRC) calculations and
underlying data prepared by Parry Sound Power for annual year end CDM reports, and
assess compliance with the CDM Guidelines, identifying variances and reconciliations.

2.  Prepare and finalize LRAM and SSM calculations and assumptions consistent with CDM
Guidelines and suitable for inclusion in Parry Sound Power’s 2011 Cost of Service
application, with supporting details.

3.  Produce a report, recommendations, and supporting Attachments related to LRAM and
S5M assessments/findings.

In performing the above tasks, BECGI's involvernent is intended to constitute a third party
review as specified in the OEB's CDM Guidelines.

3. About LRAM/SSM

The OEB issued GUIDELINES FOR ELECTRICITY DISTRIBUTOR CONSERVATION AND
DEMAND MANAGEMENT, EB-2008-0037 were applied to the preparation of this LRAM
application.

LRAM was calculated as the product of the demand/energy savings by customer class and the
Board-approved variable distribution charge appropriate to each respective class (net of
Regulatory Asset Recovery rate riders). Both Third Tranche and OPA sponsored program
kKW/kWhs savings were deemed eligible for consideration capacity of the LRAM claim.

For SSM, a distributor may seek to recover 5% of the net benefits (TRC) created by CDM
portfolio investments. An SSM claim applies only to customer focused initiatives that reduce the
demand for electricity and/or the amount of energy used. Programs designed to improve
Distribution System efficiency (eg. loss reduction) and OPA sponsored programs (eg., Every
Kilowatt Counts) are excluded from SSM considerations.
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4. Methodology
To optimize the calculation of LRAM and SSM amounts, BECGI:

1.  Reviewed existing LRAM and SSM CDM Guidelines and precedents set through LDC
submissions to the OEB, to identify the most prudent course for Parry Sound Power’s
LRAM and SSM application.

2. Sought counsel within OEB staff to validate assumptions and processes to complete
LRAM submission consistent with other LDC submissions. Validation by each specific
technology employed is included in the accompanying documentation.

3. Reviewed Parry Sound Power's CDM program results and TRC calculations, verified
assumptions and calculations, identified variances with reported values, and
recommended adjustments as appropriate to maintain consistency with the CDM
Guidelines. Actual program results were provided by Parry Sound Power, including CDM
Annual Reports, OPA program results reports, and supplemental information relevant to
LRAM and SSM calculations.

4.  Prepared report and recommendations related to LRAM and SSM calculations consistent
with OEB CDM Guidelines which are in the accompanying documentation.

5. Results

A review of LDC CDM programs with Parry Sound Power verified that documentation exists to
support participation levels associated with the LRAM or SSM for Third Tranche and Parry
Sound Power funded programs.

The OPA has validated the results allocated to Parry Sound Power for OPA sponsored
programs through Third Party Verification. Program results were confirmed to begin the year
after program implementation.

The timing of results used in LRAM calculations for OPA sponsored programs are contained in
the accompanying documentation under OPA Conservation Results, issued August 13, 2010.

The accompanying table below sets out the calculated amounts for LRAM and SSM for Parry

Sound Power's Third Tranche and OPA CDM programming. The calculation of the results, by
program and customer class as applicable, are explained in the text below, and detailed in the
appended attachment.
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Rate Class
LRAM $ SSM § TOTALS

Third Tranche
RESIDENTIAL $2,312.97 $2,328.22 $4,641.19
GENERAL SERVICE >50KW $1,616.81 $659.37 $2,276.18
UNMETERED SCATTERED LOAD $4,991.94 -5450.71 $4,541.23
OPA Prog rams
RESIDENTIAL $28,011.49 $28,011.49
GENERAL SERVICE <50KW $8,326.73 $8,326.73
GENERAL SERVICE >50KW $51,107.48 $51,107.48

$96,367.42 $2,536.88 $98,904.30

6. Determination of SSM Amount

For 88M, a distributor may recover 5% of the net benefits (TRC) created by CDM portfolio
investments. As set out in the CDM Guidelines, program net benefits are determined by the
present value of the avoided electricity costs over the technology’s/program's life minus the
present value of program costs. All results are net of free ridership. Incentive payments
identified by Parry Sound Power are excluded from these calculations. For all
programs/projects, the OEB Total Resource Cost Guide, Section 5, Assumptions and Measures
List September 8, 2005 were used in TRC calculations in accordance with OEB'’s direction
letter, Conservation and Demand Management (“CDM”) Input Assumptions Board File No.: EB-
2008-0352, January 27, 2009.

BECGI has validated applied TRC methodology against the CDM Guidelines (included in
documentation) and calculated net TRC benefits for each CDM program. CDM incremental
general administrative costs were included as part of overall portfolio TRC costs. BECGI’'s TRC
Calculator © was used to ensure appropriate application of avoided costs, free ridership,
discounted future benefits, and energy efficiency technology life.

Utility-side programs, such as Loss Reduction on the Distribution System and Smart Metering
Pilot Project are not eligible for SSM treatment and were excluded from these calculations. Also
excluded were results from OPA sponsored programs (e.g., Every Kilowatt Counts).

Programs considered for this application are described in annually submitted year-end CDM
reports for 2006, 2007 and 2008. For each eligible program, net load reductions were
calculated (net of free ridership) for both SSM and LRAM calculations. Attachment A
summarizes these load reductions.

For the purpose of TRC calculation to derive SSM, the applied discount rates for Parry Sound
Power (approved Weighted Average Cost of Capital) were 8.125% (2005-2007) and 8.07%
(2008). The sum of all program NPVs, is $47,988.34 resulting in the SSM claim of $2,399.42.
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Attachment C summarizes the calculation of the SSM amounts by program, technology and in
total. The supporting source data and TRC calculations are set out in detail in the
documentation accompanying this report.

7. Determination of LRAM Amount

LRAM amounts were identified by rate class consistent with the CDM Guidelines for programs
that impacted revenues from 2006 to 2009, for both Third Tranche and OPA CDM programs.

No forecast or other adjustment for the effects of CDM programs was made to the load
quantities used in the preparation of Parry Sound Power’s rate cases in prior years. The entire
actual load reduction achieved by the eligible Third Tranche CDM programs is subject to LRAM
treatment. All results are net of free ridership. For all programs/projects, the most recently
published OPA assumptions and measures list were used in LRAM calculations in accordance
with OEB'’s direction letter, Conservation and Demand Management (“CDM”) Input Assumptions
Board File No.: EB-2008-0352, January 27, 2009 and consistent with recent Decision and Order
EB-2009-0192 for Horizon Utilities Corporation that directed LRAM calculations use the most
current available input assumptions for all CDM programs.

OPA sponsored programs also represent lost revenue through their successful implementation
and are included in LRAM calculations. Lost revenue from results attributable to Parry Sound
Power funded programs were also included in the LRAM calculations. Although not specifically
addressed in the CDM Guidelines, this assessment was considered to be consistent with the
CDM Guideline intention of removing the disincentive of eroding distributor revenues due to
lower than forecast revenues.

The sum of all program LRAM calculations, including OPA sponsored programs is $96,367.42
Attachment A summarizes load impacts by class and program. Attachment B (Foregone

Revenue By Class and Program) summarizes the CDM load impacts by program and rate class
and the resultant revenue impacts.

8. Allocation and Manner of Recovery for LRAM Amounts

The LRAM and SSM amounts arising from CDM programs in each respective rate class are
allocated to that class for recovery. LRAM and SSM rate riders should be combined and
expressed as a single rate rider for each class, based on approaches taken by other LDCs



Parry Sound Power Corporation
EB-2010-0140

Exhibit 10

Tab 1

Schedule 2

Page 9 of 17

Filed: October 15, 2010

9. Recommendations

BECGI recommends the following:

1.

LRAM/SSM amounts arising from CDM programs in each rate class be allocated to that
class for recovery.

Incorporate impacts of CDM programming which occurred during the period 2005 to 2008
In future Cost of Service rate applications inclusive. This recognizes CDM as an
established customer service element in the years ahead, with identifiable costs and
benefits.

Use TRC/SSM calculation as one of the methods to assess the potential value of CDM
programs considered for implementation.

Monitor savings attributed to 2009 OPA program implementation. LRAM calculations
include preliminary 2009 results for programs implemented in 2009 as well as final results
for programs implemented between 2006 to 2008. This report did not consider any OPA
programs implemented or operated during 2010, as the results for these programs will not
be available until sometime in 2011.
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Class y y
" Net Benefits $ | Benefits/C

Total Costs $§ | Total Benefits $ $ ! SSM Amount §
Program NPV ost Ratio
Third Tranche
RESIDENTIAL
LIGHTEN YOUR ELECTRICITY BILL $1,681.10 $8,933.55 $7,252.45 531 $362.62
EDUCATION AND PROMOTION $10,108.20 $0.00 -$10,108.30 -$505.42
ENERGY MANAGEMENT AUDIT PROGRAM $900.00 $0.00 -$900.00 -$45.00
WEBSITE $4,839.87 $0.00 -54,839.87 -6241.99
LIGHTBULB GIVEAWAY $1,152.00 514,441.37 $13,289.37 $12.54 $664.47
APPLIANCE SATURATION SURVEY $4,000.00 $0.00 -$4,000.00 -$200.00
BLUELINE MONITOR PROGRAM $3,604.28 $0.00 -$3,604.28 -$180.21
PROMOTIONAL KITS $7,889.64 $7,950.32 $60.68 $1.01 $3.03
BLACK OUT DAY GREAT CLOTHES LINE GIVE-A-WAY $2,340.00 $4,846.99 $2,506.99 2.07 $125.35
SHOWER HEAD TECHNOLOGY PROMOTION $630.00 $31,570.66 $30,940.66 50.11 $1,547.03
PHANTOM LOAD POWER BAR PROGRAM $2,535.60 $0.00 -$2,535.60 -$126.78
RESIDENTIAL TIMER PROGRAM $4,447.35 $22,949.67 $18,502.32 5.16 $925.12
GENERAL SERVICE < 50 KW
SOCIAL HOUSING - REFRIGERATOR PROGRAM $1,008.00 $1,038.37 $30.37 1.03 $1.52
LOW INCOME RETROFITS $1,984.50 $3,747.90 $1,763.40 1.89 $88.17
SCHOOL PROGRAM $11,637.75 $23,031.42 $11,393.67 1.98 $569.68
WINDOW TREATMENT FILM $10,000.00 $7,250.76 -$2,749.24 0.73 -$137.46
UNMETERED SCATTERED LOAD
TRAFFIC LIGHTS -$31,000.00 -$40,014.28 -$9,014.28 1.29 -$450.71
TOTALS $37,758.39 $85,746.73 $47,988.34 $2,399.42
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Rate Class
LRAM $ SSM $§ TOTALS

Third Tranche
RESIDENTIAL $2,320.43 $2,328.22 54,648.66
GENERAL SERVICE >50KW $1,616.81 $521.91 $2,138.72
UNMETERED SCATTERED LOAD $4,991.94 -5450,71 $4,541.23
OPA Programs
RESIDENTIAL $28,011.49 $28,011.49
GENERAL SERVICE <50KW $8,326.73 $8,326.73
GENERAL SERVICE >50KW $51,107.48 $51,107.48

$96,374.89 $2,399.42 $98,774.31
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Class Free Rider Rate | Number of Units | T ! | Discount Factor | Technology Life
Program LRAM | SSM | LRAM SSM LRAM I S5M LRAM | SSM | LRAM | SSM
Third Tranche
LIGHTEN YOUR ELECTRICITY BILL
15W CFL 10% 201 OEB 8.13% 8 4
LED Christmas Lights 5W 5% 40 OPA OEB 8.13% 30
LED Christmas Lights Mini Lights 5% 38 OPA CEB 8.13% 30
Programmable Thermostat - Space Heating 0% 10% 2 OPA CEB 8.13% 15 18
Programmable Thermostat - Space Cooling 0% 10% 5 OPA CEB 8.13% 15 18
Timer - Outdoor Light 10% 1 OPA OEB 8.13% 10 20
Timer - Indoor Light 10% 1 OPA CEB 8.13% 10
Ceiling Fan 10% 4 OPA 8.13% 10
LIGHTBULB GIVEAWAY
2006 10% 300 OPA OEB 8.13% 8 4
2007 10% 340 OPA OEB 8.13% 8 4
PROMOTIONAL KITS
BLACK OUT DAY GREAT CLOTHES LINE GIVE-A-WAY 10% 40 OPA OEB 8.07% 10
SHOWER HEAD TECHNOLOGY PROMOTION 10% 100 OPA OEB 8.07% 10 12

RESIDENTIAL TIMER PROGRAM

GENERAL SERVICE 50 TO 4,999 KW
SOCIAL HOUSING - RIGERATOR PROGRAM
LOW INCOME RETROFITS

Tés

Energy Star Refrigerator
|SCHOOL PROGRAM
(WINDOW TREATMENT FILM

TRAFFIC LIGHT

10%

10%
10%
10%

16

18
18
1,020

OPA OEB

OEB
OPA OEB
OPA OEB
Direct Input

Direct Input

8.07%

8.13%
8.13%
8.13%
8.13%

8.13%

14 19
5

14 19

8 4

'Tables

OEB: OEB Total Resource Cost Guide, Section 5, Assumptions and Measures List September 8, 2005 - File: cdm_assumptionsmeasures/ist_D8092005 x's
OPA: 2009 Mass Market Measures and Assumptions, V1,02 April 2009, Ontario Power Authority - 16080_V_1_02_2009_MA_List_-_MM_14Agr_2009 pdf
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PARRY SOUND POWER

ﬁectricity Distribution Rates (Net of ﬁegulatory Assets)

Distribution Charge

Distribution Charge

Distribution Charge

Distribution Charge

Distribution Charge

Distribution Charge

Rate Class

$/kWh

$/kWh

$/kW

$/kWh

$kw

$/kW

2009

2008

0.0134

0.0103

3.5778

0.0498

6.6395

4.1548

2007

2006

0.0142

GENERAL SERVICE (< 50 kW Demand)

0.010@

GENERAL SERVICE (50 TO 4,999 kW)

3.7803

UNMETERED SCATTERED LOAD

0.0526

SENTINEL LIGHTING

7.0153

STREET LIGHTING

4.3899

2005

0.0145

0.0117

4.0404

0.0516

6.9848

4.5684

PARRY SOUND POWER

| Approved Weighted Average Cost of Capital (WACC)

2005

2006

2007

2008
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PARRY SOUND POWER

| THIRD TRANCHE PROGRMS BY YEAR

Lighten Your Electricity Bill
15W CFL
5W SLEDs
MINI SLEDs
Pstat - Space Heating
Pstat - Space Cooling
Timer - Outdoor Light
Timer - Indoor Light
Timer - Indoor Air Conditioner
Ceiling Fan
Energy Management Audit Program

Website

Education and Promotion
Light Bulb Giveaway - 13W
Appliance Saturation Survey

Not Included

Spring EKC

Fall EKC

Smart Meter Development

Website
Education and Promotion
Low Income Retrofits

T8's

Energy Efficient Refrigerator
BlueLIne Monitor Program
School Program - Dearness Envrionmental Study
Promotional Kits
Light Bulb Giveaway 13W
Conversion of Traffic Lights
Window Treament Film

Not Included
Spring EKC
Fall EKC

LRAM

SSM

E e A

E T A A i A S

ol A A
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* Need to
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Smart Meter Development

Social Housing - Refrigerator Program
Blackout Day Great Clothes Line Give-a-way
Shower Heat Technology Promotion
Phantom Load Power Bar Program
Residential Timer Program

X = = = |x
L o

Not Included
Smart Meter Development
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