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Application
ONTARIO ENERGY BOARD

IN THE MATTER OF the Ontario Energy Board Act, 1998,
S.0. 1998, c. 15 (Sched. B)

AND IN THE MATTER OF an application by Niagara
West Transformation Corporation for an Order or Orders
pursuant to section 78 of the Ontario Energy Board Act, 1998
for 2011 transmission transformation connection rates.

EB-2010-0XXX

Niagara West Transformation Corporation ("NWTC") owns and operates a transmission
station that provides power to the former Peninsula West Utilities Limited,(now known

as Niagara Peninsula Energy Inc.) and Grimsby Power Incorporated.

NWTC hereby applies to the Ontario Energy Board (the "Board™) for an Order or Orders
made pursuant to Section 78 of the Ontario Energy Board Act, 1998, as amended (the
"OEB Act"), approving just and reasonable rates for the transformation of wholesale

electricity based on a 2011 forward test year.

NWTC has materially followed the filing requirements set out in Chapter 2 of the
Board’s Filing Requirements for Transmission and Distribution Applications.

As indicated in NWTC's pre-filed evidence, NWTC 's forecasted 2011 base revenue
requirement is $838,672 Based on current transmission rates and forecast load, NWTC's

forecasts a 2011 revenue deficiency of $190,410

NWTC is seeking Board approval to update the Uniform Transmission Transformation
Connection Rate for Ontario for 2011 so as to permit NWTC to recover its forecasted
base revenue requirement of $838,672 for 2011. Since the requested base revenue

requirement is a relatively small component of the total cost of providing transmission
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transformation connection service in Ontario, NWTC does not anticipate the provincial

Uniform Transmission Transformation Connection Rate will be impacted.

NWTC requests the recovery of the requested base revenue requirement be made
effective as of March 1, 2011.

This Application is supported by written evidence. The written evidence will be pre-filed
and may be amended from time to time, prior to the Board's final decision on this

Application

The persons affected by this Application are the ratepayers of NWTC's transmission
transformation connection rate which include Grimsby Power Incorporated and Niagara
Peninsula Energy Inc. Since NWTC expects the provincial Uniform Transmission

Transformation Connection Rate will not change no other ratepayers should be impacted.

NWTC requests that a copy of all documents filed with the Board in this proceeding be

served on the Applicant as follows:

The Applicant:

Niagara West Transformation Corporation
231 Roberts Rd.,

Grimsby ON L3M 5N2

Attention: Karen Bubish

Vice President Administration

905-563-6452 after November 15, 2010 727-559-1696
Karen.bubish@live.com

DATED at Grimsby, Ontario, this 9th day of November, 2010.

NIAGARA WEST TRANSFORMATION CORPORATION

Karen Bubish
Vice President Administration
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Summary of the Application

This transmission transformation connection rate application filed by NWTC is based on a 2011
test year. For the 2011 test year, NWTC is requesting for the first time that the proposed based
revenue requirement of $838,672 be included in the calculation of the Provincial Uniform
Transmission Transformation Connection Rate effective March 1, 2011. As shown in the Rate
Design section of this application, the approval of NWTCs revenue requirement will have no
impact on the Provincial Uniform Transmission Transformation Connection Rate. From using
the calculation outlined in the application by Great Lakes Power Transmission LP for 2011 and
2012 Transmission Rates (EB-2010-0291), the proposed Provincial Uniform Transmission
Transformation Connection Rate of $1.73 per kW will not change whether NWTC is included in
the calculation or not.

In order to understand the purpose of this application the following discussion outlines the
regulatory history surrounding NWTC. Appendix A provides the most recent Board Order and
Decision (RP-2004-0139; EB-2004-0219) for NWTC. In the Order and Decision it outlines that
on March 5, 2004, NWTC made an application to the Board for an electricity transmission
license and the setting of rates related to a newly constructed transformer station.

Included with the Application were letters from the Minister of Energy dated June 20, 2003 and
September 29, 2003, which provided approval for the rates setting Application to be made to the
Board as required by section 79.6 of the Ontario Energy Board Act, 1998. In his letter of
September 29, 2003, the Minister attached certain conditions to his approval.

The Board approved, among other items consistent with the conditions of the Minister, that
NWTC be authorized to collect $1.50/kW for the transformation service provided by the
transformer station incremental to the existing load service provided by Hydro One Networks,
effective March 12, 2004. The rate was authorized on an interim basis, pending the Board’s final
determination of the true cost of the service.

The Board also approved an Electricity Transmission License for NWTC and a copy of the

license is outlined in Appendix B.
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The purpose of this application it to provide the Board with information on the true cost of the
service which along with a proposed load forecast to be included in the calculation of the

Provincial Uniform Transmission Transformation Connection Rate.

NWTC proposes that the true cost of service in 2011 is $841,192 and after revenue offsets of
$2,520, the 2011 base revenue requirement is $838,672. This assumes a rate base $6,278,960
which reflects the depreciated value of the original cost of the transformer station owned by
NWTC plus a working capital allowance. No additional capital is assumed in this application.

The 2011 operation and administration forecast is $210,900.

The annual deprecation of the transformer station is $180,794 and no PILs are assumed in this
application for 2011 since NWTC has previous losses carried available to offset the 2011 PILs

requirement.

The 2011 load forecast for NWTC is 432,175 kW based on the average of the actual usage from
2007 to 20009.
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Description of Utility Operations

NWTC’s transformer station, which is shown on the system map provided below is located in the
Township of West Lincoln and consists of :
= A transformer station with connection to Hydro One Networks Inc. and
= Transmission Lines Q23BM and Q25BM to supply power to the two local distribution
companies, Grimsby Power and Niagara Peninsula Energy Inc. located at 3021 Regional
Road # 12, Grassie, Ontario
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Corporate and Utility Organization

NWTC current corporate and utility structure is present in the following chart

Peninsula West Niagara
Power Inc Power Inc
50% Ownership 50% Ownership

Niagara West
Transformation
Corporation

Board of Directors
Roger Hayes
Joseph Panetta
David Wilson

Shafee Bacchus
Karen Bubish

Peter Wicks
Karen Bubish,
Vice President Peter Wicks,
Administration and Vice President
Corporate Secretary Operations
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Budget Overview

In the budget process for operating and administration (O&A) expenses NWTC has had very few
changes since inception. NWTC does not have any employees and operates under two service
agreemnents. One with Rondar Inc.(a five year agreement) and the other with Niagara Peninsula

Energy Inc.

The Vice President of Operations confirmed the budgeted maintenance expenditures, based on
prior year and future service agreements, to allow for the continued safe and reliable operation of

the transmission system.

To ensure the budgeted O&A expenditures for the 2011 test years would provide sufficient
funding, NWTC confirmed the budgeted O&A expenditures for the 2011 test year with staff
from both service agreements via a bottom-up approach. NWTC used a bottom up approach that
considers the needs and requirements of the organization in order to ensure sufficient funding to
address those needs and requirements without sacrificing reliability or safety. To confirm
budgeted maintenance expenditures for the 2011 test year, NWTC used the information gathered
through inspections, testing and asset condition assessments. All directors were involved in the
process and approved the results at a regular board meeting in a resolution that was approved by

all.
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Schedule of Revenue Deficiency

The following Table 1 outlines NWTC's 2011 proposed revenue requirement and resulting
revenue deficiency when the proposed revenue requirement is compared to revenue at existing
rates.

Table 1

2011 Revenue Requirement and Revenue Deficiency

O&A Expenses $210,900
Amortization Expenses $180,794
Regulated Return On Capital $449,498
PlILs $0

Service Revenue Requirement | $841,192
Revenue Offset ($2,520)
Base Revenue Requirement $838,672
Revenue @ Existing Rates $648,262
Revenue Deficiency $190,410

The current NWTC transformation connection rate of $1.50 per kW was established in March
2005 and was set at the time equal to the Hydro One rate for transmission transformation
connection service. As a result, NWTC did not have a cost structure to support the 1.50 per kW.
Without a cost structure for the existing rate it is difficult to evaluate the reasons for the revenue
deficiency resulting from the proposed revenue requirement. However, NWTC believes that
approval of this application and the resulting revenue requirement will allow it to earn a rate of

return on rate base that is consistent with other transmitters in the province.

NWTC has completed the Board's Revenue Requirement Workform which provides additional
information associated with the calculation of revenue requirement outlined above. The Revenue

Requirement Workform has been filed as part of this application as a separate electronic file.
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Financial Statement

The audited financial statements for 2007 to 2009 are provided in Appendix C. The following
outlines the Pro Forma Financial Statement for 2010 and 2011. For 2011 revenue is assumed to
be revenue at existing rates.

Pro Forma Statements
2010 2011
Balance Sheet
Assets
Current Assets $386,520 $452,402
Accounts receivable $57,715 $57,715
Prepaid expenses $0 $0
Property and equipment $6,337,722 $6,156,928
Total assets $6,781,957 $6,667,045
Liabilities
Accounts payable $261,041 $261,041
Current portion of term loan $198,000 $214,000
Term loan $4,818,000 $4,604,000
Future PILs $174,000 $174,000
Equity $1,330,916 $1,414,004
Total liabilities $6,781,957 $6,667,045
Income Statement
Revenue
Transformer connection charges $641,313 $648,262
Other Revenue $2,920 $2,520
Total $644,233 $650,782
Expenses
Administration $211,175 $210,900
Depreciation $180,794 $180,794
Interest $120,100 $121,000
Total $512,069 $512,694
Income $132,164 $138,088
Future PILs $55,000 $55,000
Net Income $77,164 $83,088
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Rate Base

As indicated in the Table 2 below, NWTC’s rate base for 2011 has been forecasted to be
$6,278,960. Rate base is calculated as the total of the average of the 2011 opening and closing
net fixed assets and an allowance for working capital. The working capital allowance is 15% of

controllable expenses

NWTC has provided a summary of its rate base calculations for the actual years 2007 to 2009,
2010 Bridge Year and 2011 Test Year in the Table 2 below

Table 2
Summary of NWTC's Rate Base

Description :&%I :&?ng :((:)t%il 2010 Test | 2011 Test
Gross Fixed Assets 7,626,628 | 7,626,628 | 7,626,628 | 7,626,628 | 7,626,628
Accumulated Depreciation 746,524 | 927,318 | 1,108,112 | 1,288,906 | 1,469,700
Net Book Value 6,880,104 | 6,699,310 | 6,518,516 | 6,337,722 | 6,156,928
Average Net Book Value 6,970,501 | 6,789,707 | 6,608,913 | 6,428,119 | 6,247,325
Working Capital 133,627 | 220,667 | 131,686 | 211,175 | 210,900

Working Capital Allowance 20,044 33,100 19,753 31,676 31,635

Rate Base 6,990,545 | 6,822,807 | 6,628,666 | 6,459,795 | 6,278,960

The proposed 2011 rate base reflects the NWTC depreciated assets that were put in service on
January 31, 2004 plus a 15% working capital allowance on the O&A expenses explained under
the Operating Costs section. Since the original facilities were put into service no additional

capital expenditures have occurred or are planned to occur in the test year.

The following Table 3 outlines the fixed asset continuity statement which supports the fixed

asset information in Table 2.
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Gross Cost Accumulated Depreciation
2007
Opening Closing Opening Closing Net Book
Description Balance |Additions| Balance Balance Additions Balance Value
Land 149,992 149,992 0 0 0 149,992
Buildings and Fixtures 1,224,419 1,224,419 76,292 21,662 97,954 1,126,465
Transformer Station & Equipment 6,252,217 6,252,217 489,438 159,132 648,570 5,603,647
Total 7,626,628 0f 7,626,628 565,730 180,794 746,524 6,880,104
2008
Land 149,992 149,992 0 0 0 149,992
Buildings and Fixtures 1,224,419 1,224,419 97,954 21,662 119,616 1,104,803
Transformer Station & Equipment 6,252,217 6,252,217 648,570 159,132 807,702 5,444,515
Total 7,626,628 0| 7,626,628 746,524 180,794 927,318 6,699,310
2009
Land 149,992 149,992 0 0 0 149,992
Buildings and Fixtures 1,224,419 1,224,419 119,616 21,662 141,278 1,083,141
Transformer Station & Equipment 6,252,217 6,252,217 807,702 159,132 966,834 5,285,383
Total 7,626,628 0| 7,626,628 927,318 180,794| 1,108,112 6,518,516
2010
Land 149,992 149,992 0 0 0 149,992
Buildings and Fixtures 1,224,419 1,224,419 141,278 21,662 162,940 1,061,479
Transformer Station & Equipment 6,252,217 6,252,217 966,834 159,132 1,125,966 5,126,251
Total 7,626,628 0| 7,626,628/ 1,108,112 180,794 1,288,906 6,337,722
2011
Land 149,992 149,992 0 0 0 149,992
Buildings and Fixtures 1,224,419 1,224,419 162,940 21,662 184,602 1,039,817
Transformer Station & Equipment 6,252,217 6,252,217 1,125,966 159,132| 1,285,098 4,967,119
Total 7,626,628 0| 7,626,628[| 1,288,906 180,794 1,469,700 6,156,928
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Load Forecast

Table 4 shown below outlines the proposed 2011 load forecast for this application for the
customers of NWTC. The proposed 2011 load forecast reflects the average of the actual years
2007 to 2009. The 2010 budget reflects a 1% growth rate over 2009 actual. Currently, the 2010
actual year to date (i.e January to August) results are tracking about 6% over the same period for
2009. However, the Minister of Energy and Infrastructure issued a directive, dated March 31,
2010, to the Board with regards to electricity conservation and demand management (“CDM?”)
targets to be met by licensed electricity distributors. In accordance with the Directive, the Board
is required to amend certain electricity distributors’ licences to include a requirement to achieve
reductions in electricity consumption and reductions in peak provincial electricity demand by the
amounts specified by the Board, through the delivery of CDM programs, over a four year period
beginning January 1, 2011. As a result, NWTC believes the expected actual 2010 level of usage
IS not sustainable in 2011 since Grimsby Power Inc. and Niagara Peninsula Energy Inc. will
need to begin implementing additional CDM programs to achieve the required CDM targets.
NWTC submits it is reasonable to base the load forecast of for the 2011 test year based on the

average actual usage from 2007 to 20009.

Table 4
NWTC Load Forecast

2007 2008 2009 2010 2011
KWs Actual | Actual | Actual | Budget | Forecast
Grimsby Power Inc 255,774 | 251,702 | 246,436 | 248,612 | 251,306
Niagara Peninsula Energy Inc. 184,085 | 181,590 | 176,938 | 178,930 | 180,869
Total 439,859 | 433,292 | 423,374 | 427,542 | 432,175
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Operating Revenue

Table 5 provides the NWTC operating revenue from 2007 actual to 2011 revenue at existing
rates.
Table 5
NWTC Operating Revenue

2011
Revenue
2007 2008 2009 2010 | at Existing
Actual | Actual | Actual | Budget Rate

Transformer Connection Charges | 659,789 | 649,937 | 634,964 | 641,313 648,262

Interest Income 11,247 10,733 1,865 2,400 2,000
Rental Income 520 - 1,560 520 520
Total 671,556 | 660,670 | 638,380 | 644,233 650,782

NWTC's current transformation connection charge of $1.50 per kW has not changed since it was
approved in March 2005. The revenue for transformer connection charges is the $1.50 per kW
applied to the total annual kWs shown above in the NWTC load forecast table.

The interest income revenue represent income from a bank account of anywhere from $150,000.
to $250,000. based on the bank interest rates at the time. Interest rates were much higher in
2007 and 2008, and in 2009 the bank balance was lower due to the fire expenses that were paid
until the insurance money was recovered. The rental income revenue represents charges for
renting land outside the perimeter of the station at $520. annually. In 2009 the figure reflects 3
years rent 2007 — 2009 and the 2007 rental income was received in 2007 for 2006.
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Table 6 outlines by category the operating and administration expenses for 2007 actual to 2011

forecast. The 2011 O&A expense forecast is included in the proposed 2011 revenue requirement.

Table 6
NWTC Operating Costs
2007 2008 2009 2010 2011
Administration Actual Actual Actual Budget Forecast
Bell Canada Circuit Charges 27,723 30,485 33,604 33,604 33,604
Bell Canada Land Line 895 993 1,114 1,114 1,200
Rogers Wireless 190 108 170 200 200
Directors Fees 14,200 14,200 13,400 15,300 15,300
Audit Fees 13,870 10,488 8,250 8,240 9,000
Legal Fees 12,298 1,143 2,000 5,500 2,000
Bookkeeping Services 2,897 3,200 5,417 6,000 6,000
Insurance 30,349 31,107 28,752 58,500 60,000
Regulatory Fees 2,903 2,341 2,527 2,527 2,527
Property Taxes 905 917 1,023 1,100 1,100
Total Administration Expenses 106,231 94,981 96,257 132,085 131,081
Operating
Regular Maintenance (Rondar) 6,027 10,599 66,304 7,686 25,917
Maint of Transfer Station 2,869 15,255 12,015
Maint of Transfer Station Equip 56,111 12,884
Services (NPEI) 3,202 12,100 12,100
Monitoring ( Hydro One) 12,000 26,932 24,563 27,262 27,262
Pestec 460 460
Grass Cutting 1,500 2,431 2,995 1,800 1,800
Battery Charger/Inv. Upgrade 1,500
Building Alarm 8,000
Fire Alarm Maintenance 280 280
Feeder Relay / Testing 3,580
Battery Cell Replacement 955
Filing Cabinets 650
NPEI on site work 6,000 6,000
Ground Switch Fix ( Rondar) 2,817
Recovery of Fire Expense ( Ins) -117,507
Station Issues (Peter Wicks) 5,000 11,156 34,175 6,000 6,000
Total Operating Expenses 27,396 125,686 35,429 79,090 79,819
Total Operating & Admin Expenses 133,627 220,667 131,686 211,175 210,900
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The Bell Canada Circuit Charges covers the costs of all electronic circuits used for the connections to
Hydro One and NPEI Operation centres. The Bell Canada Land Line costs are for the regular telephone
service. Cost associated with Rogers Wireless are for the pager linked to the security system for

monitoring the alarm system for the station.

Directors Fees are based on paying $200 per director per month plus $150. per meeting for recording
secretary. However fees are not paid for missed meetings. In 2009 there were a number of missed
meetings by directors. The increase between 2010 and 2011 is due to the fact that full attendance at

meetings is expected compared to 2009.

The Audit Fees reflect the cost of conducting the annual audit and preparing the audited financial
statements. Legal Fess are paid to Caswell and Watson for services for the Annual General
Meetings and for legal aid for the fire in 2008. The increase in 2010 was due to an outstanding
invoice from 2009 regarding the fire. Regarding Bookkeeping Services, a bookkeeping service
was obtained in March 2010. In prior years a director was paid at a much lower cost, however it
was a board decision that an outside service was required for continuity and more timely

financial statements.

Insurance for liability is with MEARIE and due to a difficult year from claims in general
insurance, not just our claim for the fire, and aging assets, on average most property subscribers

saw a 100% increase in premiums.

Regulatory Fees are assessment fees from the OEB and Property Taxes are paid to the Township

of West Lincoln for the property where the transformer station is located.

The Regular Maintenance (Rondar) reduction is due to the fact NWTC now has a service
agreement with Rondar. In 2009 there were maintenance costs that were recovered by fire

insurance and with the onset of the service agreement the 5 year agreement fluctuates depending
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on the type of maintenance required in any  certain  year. ie.
YEAR 1 - Pl"ice: (Reglﬁal' HO‘!I’S - Mﬁllday tO Fl’idﬂ)’) ------- Srsassdnnbsinasts u-.uuouuuo$ 25,564\00

(Scope of Work: I, IL, IIL, IV, V, VI, VI, (VII], IX - Bus A) and X

YEAR 2 - Price: (Regular Hours - Monday to Friday)......umionimomnse $ 3,787.00
(Scope of Work: I, II, [l and V)

YEAR 3 - Price: (Regular Hours - Monday to Friday)... i nneee$ 25,917.00
(Scope of Work: I, I1, IIL, IV, V, VI, VII, (VIIL, IX - Bus B) and X

YEAR 4 - Price: (Regular Hours - Monday t0 Friday).....mesceisessisesssessosasse $ 3,890.00
(Scope of Work: I, II, Il and V)

YEAR S - Price: (Regular Hours - Monday to Friday) ervnsssiammbiecipusonsiiasasets $ 3,938.00
(Scope of Work: I, II, IIl and V)

The Maintenance of Transfer Station account would contain anything that was not equipment
related such as replacing stone in the yard, grass cutting, pest control etc., and one time costs
due to fire at the station, which were recovered through insurance. = The Maintenance of
Transformer Station Equipment was used to capture one time costs due to fire at the station.

The Services (NPEI) provided in 2008 were on an hourly basis. A new service agreement with
Niagara Peninsula Energy Inc. was signed at the end of 2009. These costs are new to NWTC
and reflect charges for looking after the day to day or month to month station items that were
previously not addressed. The fire that occurred in April 2008, brought to light many items that
needed addressing, even though the equipment that was installed was faulty and it was nothing to

do with day to day items.

At approximately 2:00pm on April 17, 2008, one of the 230 kV primary metering transformers at
the NWTC transformer station on Mountain Rd., in Grimsby caught fire and was destroyed.
Mineral oil contained within the transformer dispersed all over the structure, equipment and on
the station ground below. The resulting oil fire caused substantial damage to the 230 kV
isolating disconnects, the pole closest to the metering unit and corresponding insulators, drive

mechanism, disconnect mechanism, metering cabinet and stand-off insulator on the line side
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centre phase. It appears that there was some additional damage to the adjacent metering

transformer.

Following the incident, Hydro One isolated half of the substation, which was then de-energized
so the cause of the incident could be investigated and repair work could commence. The
remaining half of the substation was still energized and we were able to continue providing

power required by our customers.

MEARIE was notified of the situation and Arcon Engineering Consultants were assigned to the
claim. Trench Limited (as manufacturer of the transformers) was also notified.

Badger was called in to pump the dispersed oil out of the gravel and ground around the fire area

in an effort to contain the spill, with additional work to be done to remove the remaining oil.

Trench the manufacturer of the transformers, issued a Safety Advisory on April 29, 2008 ,
recommending the safety of personnel and all that come in close proximity to the Instrument
Transformers. They also advised NWTC that known metering units manufactured between

January 1, 1998 and February 15, 2008 had experienced an abnormal in service failure rate.

Arcon Engineering issued a report indicating that the five year old transformer requiring oil
processing for water and particle contamination would, in itself, suggest that there was

something inherently wrong with the transformer.

Associated expenses for clean up, repairs and replacements totaled $359,401.70 and was
reimbursed to NWTC through insurance coverage over the period of August 2008 to October 15,
2009 less the $10,000 deductible.

The monitoring through Hydro One for the station (all alarms, outages, overloads, etc.) go
through Hydro One at Barrie. The increase between 2007 and 2008 reflected higher charges from
Hydro One for the monitoring service. In 2008 NWTC was over charged which caused the 2009
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costs to be a small amount lower. For 2010 and 2011 the projected costs reflect the expected
charges from Hydro One for the service.

Pestec is a new service providing the control of flies, bees and other insects. The Grass Cutting

service cost decreased due to a new company that was hired.

The NPEI agreement covers items that require inspection on a monthly or weekly basis, if there
is an extra expense over and above the agreed upon service agreement it is invoiced to NWTC at

the cost of the repair.

The Recovery of Fire Expense account was money received from MEARIE insurance due to the

fire at the station.

With the Station Issues which occurred in 2008/2009, Peter Wicks took on the role as VP of
Operations to be a point person for all technical and service personal, as well as the contact
person for Hydro One. The 2009 expense reflected the fire, 2010 and 2011 expenses are

projected at the normal level of expense for operational duties.

With regards to depreciation, NWTC has two asset classes that are depreciated. Buildings and
Fixtures are assumed to have an economic life of 55 years. Transformer Station & Equipment

are assumed to have economic life of 40 years. The resulting annual depreciation is $180,794

Regarding PILs, NWTC has over $500,000 in loss carried forwards from previous years which

means NWTC will not be paying PILs in the 2011 test year.
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Cost of Capital

The following outlines the method and cost of financing NWTC’s rate base for the 2011 test
year. NWTC has adopted the capital structure and the methodology outlined in the Report of the
Board on the Cost of Capital for Ontario’s Regulated Utilities dated December 11, 2009 (EB-
2009-0084)

NWTC’s deemed capital structure for rate making purposes is 60% debt and 40% common
equity. The 60% debt component is comprised of 4% deemed short term debt and 56% long term
debt.

NWTC is requesting a return on equity (“ROE”) for the 2011 Test year of 9.85% in accordance
with the Cost of Capital Parameter Updates for 2010 Cost of Service Applications issued by the
Board on February 24, 2010. NWTC understands that the Board will be finalizing the ROE for
2011 rates based on January 2011 market interest rate information. The updated ROE should be

applied for the purposes of determining NWTC's approved revenue requirement.

In similar manner, NWTC is requesting a return on short term debt for the 2011 Test year of
2.07% in accordance with the Cost of Capital Parameter Updates for 2010 Cost of Service
Applications issued by the OEB on February 24, 2010. NWTC understands that the Board will
be finalizing the return on short term debt for 2011 rates based on January 2011 market interest
rate information. The updated return on short term debt should be applied for the purposes of of

determining NWTC's approved revenue requirement.

With regards to rate of return of long term debt NWTC proposes to use a rate of return of 5.6%.
NWTC has a variable rate term loan issued as bankers acceptances and is due March 9, 2012.
The loan is held with the Toronto Dominion Bank. The loan is secured by a general security
agreement, assignment of fire Insurance and guarantees by Niagara Power Inc. and Peninsula
West Power Inc. in the amount of $6,500,000. NWTC has entered into a swap transaction for
the full amount of the debt, the effect of which is to fix the interest rate of the loan at 5.60% until

January 31, 2025. NWTC annually repays a portion of the principal and the outstanding principal
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1 as of December 31, 2009 was $5,016,000. The following provides the most current

2 documentation on the loan.

-ID E Commercial Banking

.N'J'ﬂgn'm Aezinr ommaeraral {puey
I Néme Srreer
& Cmelarinies, Meiceie L2R 30

Felepfrome (NI GFF- ST
FAY FNE) BRE- 5
Miagara WWest Tranzformation Gorparation Aurust 3T, 2000

Clo 26 Lake Strecl
Erirrsay. Ontario

LER 2457
Erention. Karen Sub sh
Drear Harem:
Ha: Bankers' Acoceplance
We norfism the baoking ol lhe ollewing Barnkers' Acceptanze ransaction.

Term Loan:

“aluo Data Augusl 31, 2010

Amauni: S5.087,000.00

Mt rty- Saptemoa- 30, 2014

Ter~ 37 daye

A= rate: AEAETRE +oale fee [ ST = 5 F 2T T
Interest Pala; 54,104 27

No? Procaeds: 5 5052 023735

1 b chicrged dircokly o poconnt.

Ra.ationskip Manager, Banara 13egion
Direct Lire (S05) GE5- 7637
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The following outlines the proposed rate of return on rate base with the rates of return discussed

above.

Table 7

NWTC Return on Rate Base

Financing Rate of | Component
Component Capitalization | Return Cost
Equity 40% 9.85% 3.94%
Short Term Debt 4% 2.07% 0.08%
Long Term Debt 56% 5.60% 3.14%
Total 7.16%
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Cost Allocation

NWTC's approved revenue requirement will be allocated completed to the Uniform
Transmission Transformation Connection Rate pool since NWTC only has assets associated with

a transformer which provides service at voltage greater then 50 kV.
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Rate Design

For the purposes of the evidence of this section, NWTC has extracted information from the
Application by Great Lakes Power Transmission LP for 2011 and 2012 Transmission Rates (EB-
2010-0291). In Exhibit 8, Tab 2, Schedule 1, Page 3 of 9, Table 8 2-1 A, titled Proposed 2011
Uniform Transmission Rates there is information provided on revenue requirement, total annual
charge determinants and the resulting Uniform Transmission Rate for each Uniform
Transmission Rate pool for 2011. NWTC has extracted the information that relates only to the
Uniform Transmission Transformation Connection Rate pool and calculated the Uniform
Transmission Transformation Connection Rate assuming NWTC is included or not included in
the pool. As shown in Table 8 on the following page including NWTC in the Uniform
Transmission Transformation Connection Rate pool has no impact on the Uniform Transmission

Transformation Connection Rate.
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Table 8

Uniform Transmission Transformation Connection Rate Analysis.

Transmitter

Transformation
Connection Revenue
Requirement

Transformation
Connection Revenue
Requirement

w/o NWTC w/ NWTC
FNEI $1,451,088 $1,451,088
CNPI $1,292,596 $1,292,596
GLPT $9,872,334 $9,872,334
HIN $340,941,000 $340,941,000
NWTC $838,672
All Transmitters $353,557,018 $354,395,690

Transmitter

Transformation
Connection Total
Annual Charge
Determinants (MW)

Transformation
Connection Total
Annual Charge
Determinants (MW)

w/o NWTC w/ NWTC
FNEI 44915 44.915
CNPI 668.600 668.600
GLPT 985.415 985.415
H1N 202,860.490 202860.490
NWTC 432.175
All Transmitters 204,559.420 204,991.573
Proposed 2011
Uniform Transmission
Transformation 1.73 1.73

Connection Rate
($/kW)
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Appendix A: Board Orders

Omarno Energy Camnisslon ds FEnargie n
Board de P'Ontark

Cnlislie

RP-2004-0132
EB-2004-0218

IN THE MATTER OF an Application under saction 78
the Onfario Enengy Bosrg Act, 1588, 5.0, 1988, ¢ 15
(Sched B)

BEFORE: Paul Sommearvills
Presiding Member

Bob Befis
Memlber

DECISION AND ORDER
Particulars of The Proceading

On March 5, 2004, the Niagara West Transformation Corporation ("NWTLE") mada an
application (the “Application”) to the Ontaric Energy Baard (the "Board") for an alectricity
tranamission licence and the setting of rates related 10 a8 nawly constructad transformer
station "Niagara West MTS" (the “transformer station’™). On Saptember 30, 2004, the
Board granted NWTC a three-year alectricity ransmission licence ET-2004-0218. The
Board also assigned file number RP-2004-0139/EB-2004-0219 {o the rates setting part
of the Application

Included with the Application wers letters from the Minister of Energy dated June 20,
2003 and September 28, 2003, which provided approval for the rates setting Application
to be made to the Board as required by section 72.6 of the Cnfaric Eneqgy Board Acl,
1998. In his lettar of September 28, 2003, the Minister attached cerlain conditions to his
approval. These conditions are:

. Niagara Wesl Transformation Corparation can only collect transformation-related
costs associated wilh service that is incremental to that being provided by Hydro
One Networks in servicing Grimsby Power's and Peninsula West Utllities’
customers
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e Dvadlo Enengy Brard

. Niagara West Transformation Corporation shall engage in an annual or semi-
annual trua-up with Hyero One Networks to ensure that Niagara West
Transformation Corporation collects onfy for incremental transformation
connection service:

. Until the Board has determined the trus cost of this service, Niagara West
Trensformation Corporation shall colleet $1_5/kW for transformation connection
service from the date on which the transformer station comes ina servica

The Board reviewed the Application and, in particular. the definition of incremental load
as provided by NVWTC.

I he Board notes that there ana two separate Connection and Cost Recovery
Agreements, one agreement between Hydro One Networks and Grimsby Power Inc.
daled January 28, 2004 and the other agreement between Hydma Ore Networks and
Peninsula West Litilities Limited dated February 25, 2003. The base load for the
purpose of determining the incremental transformation connection service is defined as
the load above Base Load Trigger Point

. For Grimsby, the Base Load Trigger Point is 19.274 MW, and
. For Peninsula West, the Base Load Trigger Point 1s 42.258 MW

Tho basa Inads were confirmad by Hydro One Networks in a January 25, 2005 letter to
the Board and by NWTC in correspondence of February 24, 2005,

Board Findings

The Basrd finds that approval of NWTC's Application is in the public interest. The
transformer staticn will help address a concern that existing Hydro One facilities have
been overioaded and the station will improve trensmission and distribution system
reliability in sarving Grimsby Power's and Paninsula West Utllities' customers. In
addition the transformer station will accommodate local growth in demand,

The Board notes that the inad service provided by the transformer station is incremental
to the existing Icad service provided by Hydro One Networks. The granting of this rate
to NWTC represents a transfer of income from Hydro One Networks to the new
transformer owner for incremental load, so there will be no negative rate impact on
ralepayers.
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. Ontann Ensrgy Board

Based on the evidence filed, the Board finds that no person will be adversely affacted in
a matenal way by the cutcome of this proceeding, and therefore has disposed of this
matter without a hearing.

THE BOARD ORDERS THAT:

1. Miagara West Transformation Comperation s authorized to callact $1.50kW for
the transformation service provided by the transformar station incremental to the
existing load service provided by Hydro One Networks, effective March 12, 2004.
The rate is guthorized on an interim basis, pending the Board's final
determination of the true cost of the service,

Z Nisgara West Transformation Corporation shall establish accounts to record the
income from the transformer station and the cost of providing the transformation
service. Miagara West Transformaticn Corporation shall provide (o tha Board the
accourts to be usad and the proposed accounting treatment as soon as possible,

3 Nizgara VWest Transformation Corporation shall provide an annusl statement (o
the Board, with a copy provided (o Hydro One Networks, indicating that the
amounts recorded represent payment for incremental ransformation load only.

ISSUED at Toranto, March 28, 2005,

ONTARIO ENERGY BOARD

Peter H (O Dell
Assistant Board Secretary
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Appendix B: NWTC Electricity Transmission Licence

PP resver |
Azrar
Ontario

Electricity Transmission Licence
ET-2007-0780

Niagara West Transformation
Corporation

Valid Until

February 18, 2011

s B e o
Jennifer Lea

Counsel, Speclal Projects
Ontario Energy Board
Date of Issuance: February 19, 2008

Onlario =nasgy Board Commissinn oe 'énergie de 'Ontario
PO, Box 2319 C.P. 2319

2300 Yongs Sireel 2300, rua Yonge

2, Floar 2{a ftage

Toronta, OM MAP 1E4 Taronla ON M4P 1E4
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MNiagara Wast Transformation Corporation
Elsciricity Transmission Licence ET 2007 0780
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Miggara Wast Transformation Corporation
Eleciricity Transmissicn Liceance ET-2007-0780

Definitions
I this Licenoce:

“Accounting Procedures Handbook” meana tha harchook, approved by the Board which
anecifies the accounting racords, accounting principles and accounting separation stancards
I 98 lollewed by the Licenses;

"Aet” meaEns the Onfans Enomy Board Acl, 1983, 5.0, 19498, . 15, Schedule 3

“Afliliale Relalionships Code for Electricity Distributars and Transmitters™ mezns tha
code, approved by the Board which, ameng athar things, establishes the stargards and
sundilivns for tha intarzction betwaen electricity distributors or transmillars and fheir
respective aff liated companios;

“‘Board” moans the Ontaric Energy Board;

‘Electricity Act” means the Clectichy Acl, 1583, 5.0, 1988, ¢. 15, Schedule A:
"Licenses” mears Miagara West Trenaformation Corporation

“Market Rules” means the rules made under section 32 of the Elesirigity Act:

“Performance Standards" means the performance largels for the distribution and
connaction activities of the Licanses as establishad by the Board in accordances with section
83 of the Act;

*Rate Orar’ means an Ordar oF Orders of the Board establizhing ratos the Licansas is
permitted o charge;

‘lransmission services' means sarvicas related 1o the transmission of alectricity and the
servces the Board has required ransmittars 1o carry out for which A rharqe or rate has bear
aslablishigd in lhe Rzl Order;

‘Transmission System Code” means the coce approved by e Buard and in effest at the
relevant lime, which, amang olher things, establishes the obligations of a basmillsr with
respect 1o the services and terms of service 1o ba offerad to customers and provices
riinirriurn lechnical operatng standards of transmission systema:

“whaolegaler” maangs a person that purchases cleciricily or ancillary aarvices in the IESO
admnislered markels or diraclly from 2 generator or, a person whe solls eleclrizity or
ancillary services through the IES0-administarad markets or diractly to ancther persan ather
lhan a consurmar.
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Miggara West Transtommation Corporation
Slectricity Transmission Lioenee ET-2007-0780

SCHEDULE 1 SPECIFIES TRAMSMISSION FACILITIES it vericcrecee e
SCHEDLLE 2 LIST OF CODE EXEMPTIONS ouiivueimrniarimn S g 7
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Niagara Weast Transtarnalon Carporalan
Elgctricity Trangmission Licence ET-2007-0780

Interpretation

Im this Licenca, words and phrases shal hawa tha maaning ascribed 1o them in the Act o the
Electricily Acl. Words or phrases imporing the singular shal include the plural and vice varaa,
Headings are for convenience only and shall nat aifect the intarpredation of Ine Licence. Any
reference to a document ar a provision of & documen? includes an amendment or supplement to,
or & replacemant of, that dosument or that provision of that document. In the computation of time
under this licenca, whara there is a raferenca to a numbar af days batween two evants, they shall
be counled by excluding the day on which the first event happers and including ihe day ocn which
the second avant happens., Whare Une lime tor deing ar act expires on a holiday, the act may be
dene an the naxt day that is not 3 helicay.

Authaorization

The Licanses is authorzed, under Part W of the Azt and subject to the terms and conditions set
ot in this Licenca to own and operale a lransmission sysler conssting of tha facliities describad
in Scnedule 1 of this Licenze, including all azsocialed transmissan equipment.

Ohligation to Comply wilh Legislation, Regulations and Market Rules

This Licensee shall comply with all applicabla provisions of the Act and the Electricity Act and
regulations under these Acts, sxcapt where the Liconses has been exempted from such
compliance by regulalan.

Thi Licensee shall comply with all applicabla Market Rules.

Ohbligation to Gomply with Codes

Tk Licenses shall at all times eomply with the following Codes (collsctively the “Codes™)
approved by the Soard, axcepl where thie Licanses has baen spacifically cuempted from sueh
coempliance by the Board, Any exemptions granted o the Licensae are sat out in Schadula 2 of
this Licence. The following Codas apply to this Licance:

a) tha afiliate Relationshing Gode for Electricity Distributons and Transmitiers; ard

h]  the Transmission Syalem Code.

The Licensee shall:

al make g oopy of ha Codas available for inspection by membors af the pablic at its head
ollice and regional offices during normal bus ness hours; and

lal provide a copy of the Codes to any parson who reguests il The Licenses may impose a
fair and reasonab¢ charge for the coat of providing copies.

Requirement to Enter into an Operating Agrecmeni
The Lizenses ahall anbar inte an agrecment (“Cperating Agrecment”) with the IESC providing for

the dircclion oy the IES0 of the aperation of tha Licenesa'a tranemission system. Following a
roquest made by the IESO. the Licenses and tha IESO shall entar nte an Cparating Agrecment
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Miagara Wesl Transtormation Corporstion
Ecctricity Transmission Licarce ET-2007-0780

within & pericd of 80 business days, urless extended with leave of the Boara, Tha Cperating
Agreament 2nall b filed with the Board wilhin len (100 business cays of its completon,

Whara thare is a dispute that cannat be resolved between the parties with respect Lo any of tha
ferms and conditions of the Operating Agreement, the IESO or tha Licensae miay apply ta the
Board to determine the mallaer.

Obligalion to Provide Non-discriminatory Access

[ne Licenere shall, upnn tha request of a consumer, genaratar, distibutor or retailer, provide
such ConsUmET, generaicr, distributor or retailer, as iha case may ba, wilh access 1o thi:
Licenses's transmission system and shall convey alectricity on behalf of such consumer,
generalor, distibulor or retailer in accordance with the terms of this Licence, e Transmissicn
Systern Code and the Market Aukas.

Obligation to Connect

If & request is made for conneclon (o the Licensee's transmission system or for a change in tha
capacily of an existing connection, the Licenses shall respond to the raguaest within 30 business

days.

The Licanses shall process connection requests in accordance with publishad connsction
procedures and participate with tha custamar in the IESC's Connectan Assessmeart &nd approval
process in aceordanca with the Market Rules, ita Sate Orders) and ke Transmission Sysiom
Coda,

An offer of connaction shall be cansistent with the 1erms of this Licencea, he Markel Huloes, the
Haic Qrder, and the Transmission Syslam Code.

The tarms of such cller ko connect shall be fair and reasonable.

The Licensee shall not refuse to make an offer to connact unless |t s parmited 1o co 50 by the
Act or any Codes, standards or rules to which the Licenaee & obligated to comply with os &
canditarm af thiz Licence.

Obligation to Malntaln System Integrity

The Ligenses shall maintan ils ransmigsion system o the standards established in the
Transmission Systam Code and Market Rules, and have regard to any olher recagnized incusiry
aparating or planning standards reguired by the Board.

Transmission Rates and Charges

I hex Licenses shall nod chargs for 1he connestion of customers or the tranamission of elecricity

exnep! in accardance with the Licenses's Rate Crroens) as spproved by the Board and 1he
Transmisslon System Code
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Miagara West Transiormation Gerparation
Elactrazily Transmission Licence ET-2007-0780

Separation ol Business Activities

The Legnses shall keen finanzial records associated with transmitting aelectricily separale from ils
financial records associatad with distribating eleclricily er other activies i accordance with the
Accounting Pracedarcs Handoeok and as atherwise requined by the Board.

Expanszlon of Tranamission System

The Licenses shall nol construct. expand ar reinfonce an cloctricity ransmission system ar make
an inlercannection except in acocordance with the Act enc Ragulations, the Transmission Syslam
Code ard tha Markat Hulas.

Pravizlon of Information to the Board

The Licensea shall maintain racords of and provide, in the manner and farm determned by the
Board, such informatinm as the Boand may requirs from time o Gma.

Without limiting the genarality of paragraph 13,1, the Liconses shall natity tha Board of ary
matarial change in circumstances that acversely affects or is likely o adversely a'lec] e
husinass, operalions o assots of the Licenses as soon as practicable, but in any event no more
Ihan twenty (20) business cays past the date upon which such change ocours.

Restrictions on Provision of Information

The Licanses shall not use information regarding & conaumer, retailer, wholasaler ar genarator,
abtained for one purpose for any othier purpose wilhouol the wrillen consant of the consumaer,
refailer, wholasalar of genaratar,

The Ligenses shall not disclose infermation ragarding a consumer, retailer, whalesaler ar
generator to any other party without the witten consent of the conaumer, retziler, whaolesalar or
generator, except whers such information is recuired Lo ba gisclosed:

a)  to comply wilk 2ny lagislative or regulatory requirements, including the conditions of (ks
Liserice:;

) for billing. setlement of market aperations purposes;
ch for law enforcemant purooses; or

d) o debl colleclion agency for the processing of past due accounts of the consumer,
retailer, wholesaler or ganarator.

Informnation regarding cunsumers, retallers, wholesalers or generators may be disclosed where
fha information has been sufficienly aggregated such that their particular infermation canaot
reasnonably be idenlified.

The Licanses shall inform consumers, retailers, whalsealers and genaralors of tha condilong
under which their infarmatior may be relsasec 1o a thire party without their consant,

If the Licanses digclesas inlormation undar this soction, the Licensee shall ensure that ihe
infermation & not be usad for any other purpose sxcapl the parposs lor which twas disciosed

4



15

18.1

16

16.1

17

v

18
18.1
19

149.1

18.2

19,3

Niagara West Transformation Corporation.
EB-2010-0XXX

Page 390f 66

Filed: November 9, 2010

Miagara Wost Tranatormation Corparstion
Elactricity Transmission Licence ET-2007-0780

Term of Licence

Thie Licarce shall lake sifact ar Febraary 19, 2008 and axaire an February 18, 2011, The term
ot thig Licenca may be extended by the Board.

Tranzfer of Licence

In Aaccordznce with subscction 18{2) of fhe Act, this | icence is not transferable or assignable
without leave of tha Baard.

Amendment of Licence

he Baard may amend ihis Licence in accodance wilh section 74 of the Act or saction 35 of the
Etaciricily Acl.

Fees and Assessments

Tha Licansee shall pay all fees eharged and smaunts asseaaad by the Board.
Communication

Tha Licansee shall deskgnate a person that will act as & primary cantact with the Board on
matters related to thie Licence. The Licensae shall notify the Board promptly should the enntact
details chanog.

Al allicial communication relating o this Licamnce shall Da in wriling.

Al written communisation S to be regarded a3 having heen given by the sende and received by
e asdrasson:

Al whan delivered in person to the acdressee by hand, oy registered mail or by couriar;

) tar (10) business days afler the dals of posling il the communicalion is sent by regular
mazil; ard

[ when received by facsimile transmission by the acdresses, acoorcing 1o 1he sender's
transmission reparl.

Copies of the Licence
The Lizangee shall:

a)  make a copy of this Licencs available for inspection by members of the public at its head
nitice ard ragioral offices durng nermal business hours; anc

b) provide a copy of this Liserce o 2ny person who reguests it The Licansas may INposa a
fair and reasonable charge 1or the cost of providing copics,

[43]
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Miagara West Transformation Corporation
Eleciricity Tramsm ssicn Licenoe £1-2007-0780

SCHEDULE 1 SPECIFIGATION OF TRANSMISSION FACILITIES

This Schedule soscilies the tacl ties cver which the Lizenses is authorized toiransm t electricicy in
accardance with parmgraph 3 of this Licencs

1. A lranslormer station and connection to Hydro One Networks Inc. fransmission lines Q23
and G125 10 supply alactncily 1 (e fomer Peninsula West Utilitles Limited (now known as
Misgasa Peninsula Energy Ine.) and Grmsby serves areas, located at 30271 Regiona' Road 412,
Girassis, Ontaro.
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Miggara West Transformaton Comporation
Electricity Transmission Licence k| -2007-0780

SCHEDULE 2 LIST OF CODE EXEMPTIONS
1 s Scheouls specifies any apecific Coda redulremants from which the lcensea has boen ocxempled

[ Ha

=l



Niagara West Transformation Corporation.
EB-2010-0XXX

Page 420f 66

Filed: November 9, 2010

1 Appendix C: Audited Financial Statements - Historical (2007 to 2009)

Finencial Stat=ments of

NIAGARA WEST TRANSFORMATION CORPORATION

Year ended December 31, 2007
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NIAGARA WEST TRANSFORMATION CORPORATION

Financial Statementa

Year ended December 34, 2007

Index
Balance Shes 1
Steternent of Ezrnings and Daficit 2
Statermnant of Cash Flows 3

Maotes to Financial Statemants 4
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AUDITORS' REPORT

To the Sharsholders of Niagara West Transformation Corporation

W rave audited the balance shesl of Misgara Wast Transformalion Corparation as &l December 31,
007 and the stalements of gamings and deficit and cash fows o the yesr then ended. These
financial stalemants are the responsibility of the Corporatior’s managemenl.  Qur responsibility is to
exprese an apinion on theae financial statements hased on our auoi.

e conducted aur audi in accordance with Canadian generally accepted auditing standards. Those
standards requte ihal we plan and perform an audlt o obfein reasoneble assurance whether he
financial stalemaents are free of material misstalemant, An audit inchides examining, on @ tesl bass,
evidence supporling the amounts and disclosures in the financial statements.  An swdil alse includes
assessing e accrunling pnnciples used and significan] estimates mede by managemeni, as well as
evaluating ke owerall financial statarment prasentation

In cur opinion 1hese financial atatements present fairly, in &l malerial reapecis, he financial poziion of
the Corporation as a1 Mecermber 31, 2007 and the resuds of i operztions and its cash flows for the
wear then endad in accordance with Canadian generally accepled accounting principles.

Lt s 44F

Charered Accountants, Licenged Public Accountanls

St Caltharines, Canada
rlarah 14, 2008
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NIAGARA WEST TRANSFORMATION CORPORATION

Balance Sheel

Decamber 31, 2007, with comparative figures for 2006

2007 2008
Assets

Current gesets:
Cash ara.mez : 1 255,088
Accounts recelable 63,442 133,882
Prepaid axpenses 4261 1,582
Paymaent in lieu of (z0es receivable - 4770
’ 441,385 405,313
Property and squinment {nole 4) B, BED, 104 7,060,857
7,321,699 § TAS6I10
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2007 2006
Liabilities and Shareholders' Equity
Cument Babiites.

Accounts payable and accrued abilties 5 451,118 5 07 743
Tern loan {noda 5) 5571000 5,732 000
Futurm psyment in lieu of taxes 297,000 397,000
Shareholders' sgquity-

Capital stock :

Authorized:
Undimilted number of common sharee
LIndimited number of Class "A" shamea, non-uofing,
redesmable at the oplion of the corporation Tor
F10.000 par sharg
Ispuad:
100 commen sharas 100 10
240 Class "&" shanes, non-voting 2,400,000 2,400,000
Deficit {1,357 518) {1,060 833)
1,002,681 1,330 487
% 7,321,880 5 7.556210

Sea accompanying notes (o financal slatements.

0n bahalf of the Board

Director

Diractor
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NIAGARA WEST TRANSFORMATION CORPORATION

Statarnent of Earnings and Deflck

Year anded December 31, 2007, with comparetive figures for 2006

2007 20068
Rewvanue:
Transformer connstion charge 5 &EQ,TRD % E5R. 210
Dther reverue 11,787 15,060
&71,664 673,270
Expenses:
Administratian 135,627 102489
Dapreclation 180,783 180,754
Inkeres| expengs 272255 290,328
5BEBTS 673,582
Earnings (loas) befors payment in lieu of laxas B4 BE1 (100 322)
Paymant in lisu of taxas:
Currant . 19,000
Fubure {recuction] {100,600y (17.000)
(100,000) 2.000
Nat sarnings {loss) 184,881 (102.322)
Dafich, baginning of yaar, 88 previous repartad [1.060,833) [858.311)
Unrecognized |osa on interast rate swap at beglnning of year
{nota 2) (521, 76T) .
As regiated (1, BE2,400) (958,311
Deficll, end of yaar §  [1,387,5159) F  (1.080,833

Sec pocompanying notes to financisl statements,
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NIAGARA WEST TRANSFORMATION CORPORATION

Sigtement of Gash Flows

Year anded Decemnber 31, 2007, with comparative figuras for 2008

Niagara West Transformation Corporation.

2007 2006
Cash provided by {usad in):
Opsralions:
Met eamings {loss) § 184 881 3 {102,322)
tems mel invalving cesh
Depreciaton 180,793 180,704
Fuiure peyment in lisu of Exes (reduction) {100,000 {17,000)
Change in fair value of Interest rate awap {87 .862) =
Change in non-cash operating warking capital:
Aptounts receivahble Tﬂ.g tlﬁ-giﬂ}
Prepaid expensas (2,669 1
Paymenl in Hev of taxes raceivable 4770 481 782
Accounts payable and accrued lsbiltiss {70,530) uillatii)
179,803 478,555
Financing:

Repaymant of kerm loan [161,000) {150,000)
Inarease ncash 18,603 28 555
Cash, baginning of year 355,088 26,534
Cash, and of year 5 373,682 ¥ 356.08%

Sea accompanying nobes to fnancal slatements.
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NIAGARA WEST TRANSFORMATION CORPORATION

Motes to Financiad Skdermenta

Yaer anded December 31, 2007

Miggars West Transfonmation Corporation [(the "Corporafion”™] was incorporaded under e Businass
Gorperations Acl. The Carporation provides hydro transformation services to the subsidiares of ite
sharahokiers; Penineula Wast Utiies Lid, and Grimaby Power Ing.

{. SBignificant acsounting poliches:

{a)

&}

Renvenue recognition:

The Corporation recorde revenus from the fransformation of alecircity on the basis of peak
demand for the manth. Revenus is recognized when the peak demand has occurred,

Property and equipment:

Fropery and equipment are stated al cosl Deprecigtion 13 provided over the esiimatsd Iife
of the @&3sefs on a streighi-ling basis as Follows:

Aseat Rata
Building and structures 50 yaars
Equipment A0 years

The Corporation assasses the carrying amoun of long-lived assets Initally besed on the net
recoverable amounts determined on an undiscountied cash Oow basis. If the carmrying armoun
aof an assel exceeds ite net recoverable amoent, an impairmeant o2 s recognized 1o tha
eocart that fadr value is below the assat's carmying amount. Fair value is determined based on
guoted market prces when availabla, otherwise on the dscounted cash Mows over the ife of
the asset.
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NIAGARA WEST TRANSFORMATION CORPORATION

Metes to Financal Stalements

Year ended December 31, 2007

1.

Significant acoounting policies (continued):

]

[d)

Paymanis in Beu of taxes ("PlLs"):

The Corporaion I8 currenty exempl from taxes under the Income Tax Act (Canada) ("TTA")
and the Ontare Corporatiors Tax Act ("OCTA®). Pursuant to the Eleckricky Act, 1998
{Dntarin) ("EA"), the Carporation is requirad ko compule taxes under the ITA and OGTA and
remit such amounts ereunder compuiad o the Ministry of Finance (Ondaric].

The Corparation appliss the sssat and kabilty method of accounting for payment R Hew ol
taxes, Undar the asset and liability methed, fulure tax agsets and lisbilities are recognized ko
the extent such are datermined likely to be realized, for the fulwre faw Consegqueences
attribyutable to differences betwesn the financial statament carying amounts of existing
asseie and liabilities and thelr respective tax bases. Fulure tax sssets and Eebiiies are
measured using enacted or subsiantively enacled tax rales expected 1o apply to taxabls
incorma in the yaars in which those temporary differences are axpected to be recoversd or
satlbed. The effect on fubure lax assets and liabliities of & change @ tax rates is recognized in
incorre i the pericd that includes the date of enactment or substantive snaciman.

Measuramant uneertainty:

The praparation of financial stalsments in conformity with generally accepled accounting
principes requires menagamant to make eslimaies end assumplions thal affest the amounis
raported in the financial statsments and note disclosures related Ihareto. Due to the inherand
uncartainty in making estimases, actual resuls could differ from these estmales recorded n
preparing thess financlal statements, Ihcliging changes &3 & resulf of future regulatory
decishons.

Accounts receivabe are staled sfter evalualion of amounls expecied 1o be collected and an
sppropriete allowanos for doubtful eccoumde.  Amounts resonded for depredstion and
smaonization of equipment are based on estimates of useful service fife
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NIAGARA WEST TRANSFORMATION CORPORATION
Motes 1o Financial Stetemeants

“Yagr ended Drecamber 31, 2007

&

Ghange in accounting policy;

Effectve January 1, 2007, e Corporation adopted the mew Canadian Instiule of Chartered
Apoountans ("CICA™ Hendbook Seclion 3355 ‘Financial Instruments - recogniion and
Measurement’, Under the new slandard, all financial instrumants are initialy recodded on the
balance shes! at far value. Thay are subsequently valued al fair value of amortized cost
depending on the classiication ssected for tha financial instrumant.  Fmancial sssels are
classified Bm aither “haeld-for-trading”, “held-io-maturiby”, "available-for-sale”, or “loans and
recehvebles’ and financial kabMles are classifind as sidher “heid-for trading” ar “other liabilifies”.
Financial ssseés and labillles classified as held-fortrading are messured ai feir value with the
change in fair value recorded In the statemant of saamings and defict.  Fnancial assets clasaified
23 heid-ig-maturity or loans and receivables and financis lisbiilins classified as other Habllities ane
subsequanty measured &l @morized costs using tha affective interest method. Avalkable-for-sale
financial assats that have 8 quoted price in an active markel are measured at fair value with the
change in fair value recorded in sharsholders’ equily. Such gains or losses are reclassified to tha
ststamant of earnings Bnd deficit whan the related financiel seast ia disposed of or when the
dacling in value is consldered 1o ba ofher-thar-lamporary.

The Corporation has classifisd s inendsl instruments as follows:

Cash Held-for-trading
Accounts recelwable Loans and recelvable
Agcoumls payable and acorued liabilites Other liabdifies
Interast rale swap Held-for-irading
Tefm ioan Orther lisbidlies

Im tha prior year, the Carporation dasignated Hs Interest rate hedge agraemant s hedges of the
underlying debt, As 8 result of the implementation of the new CICA handbook sections, the
inimrast rale swap haa no longer been designated as & hedge for accounting punposes. Tha
inlmrast rate swap i3 recorded at fair value based on quoled market prices with changes in fair
value recorded in interest oxpense

The ghange in accounting policy is redled prospectively as required under the skandard. The
affact on the opening sharsholders” aquity 81 January 1, 2007 is §(521.767).
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NIAGARA WEST TRANSFORMATION CORPORATION

Hotes o Financlel Stetemants

Y¥ear ended Dacember 31, 2007

3

Rata reguiation:

The Corporation is regulabed by the Onlario Energy Board ("OEB"), undiar the autharity granted by
the Ontaric Energy Board Act (1988). The OEH has the power and responsihility 1o approve or fix
rates for the fransformer connection fees that the Corporation charges. The DEE may alao
preseribe licanse requirements and eondiilons of service which may Include, ameng ather things,
recard keaping, regulatory acrounting principles, separation of sccounts for distinct businesses,
and filing and process requirementa for rete setting purpases. In its capacdy to approve o sed
rates, the OEB has the authanty to specify regulatary accounting trestments that mey differ from
Cenadian genedally acoepted accounting principles for enterprises operafing in 8 non-rate
reguleted armdronmeant.

Tne Corporation hes an interdm rate arder from the OEB eatablighing the connection fees wiich
the Corporation is alowad 1o charge, The rate order is n eflect untl Septembar 2007 at which
fima the Corporation may be subject ko a rate applcation process. Historically, all transformers
cogls and connection fees in the provincs have baen pocled, with the same rate in effect for al
transformera in that pool.

Property and eguipmesnt:

2007 2008

Aooumulated Mt boak Met book

Cest  amonlization valus value

Land ] 149,952 § - ¥ 149992 § 45,992
Building and structures 1,224,418 87,954 1,126 485 1,148,128
Equipmert 6,252,217 648,570 5,803 647 6,762,779

§ 7A266X8 % T4E524 ¥ 6880104 § 7060837
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NIAGARA WEST TRANSFORMATION CORPORATION

Notes to Financial Statemenls

fear ended Decernber 31, 2007

5,

Term loan:

The term loan is a variable rate loan Issued as bankers accepiances and is dua March 8, 2012
The loan is secursd by = generdl securlly agresment, assignment of fire Insurance and
guaranisas by the class A shareholders in the amourt of $8.600.000. The interast rate has been
fixed at 5.60% through an intarast rate séap conlract

The carrying walue of the term [nan spprvamates ite fair value a3 the Ioan bears inlerest at current
raes, The Corporation has entered info & swep ireneaciion for the full amount of the debl, the
effact of which iz to fix ihe interast rate of the loan at 5.6% uniil January 31, 2025

Tha far value of the interest rale swap agreement s based on amounts quoted by the
Corporation’s bank to realize favourable conlracts or ssifle unfavoursble contracie, taking into
accound Interes! ratee gt December 31, 2007. At Decamber 31, 2007, the interest rale swap
agresment was In 2 net urlavourable poaifion of §433.005 (2006 - 3521757 unrecorded met
unfavourable position), which has been claseified as heid for trading under the new financial
Ingdrurnient stamdarda. This unfavoursble amourt hae been Meluded in sccounts payeble and
accned Babliies. Thea cumrent year impact of tha changa in the fair value of the interest rate
swap included in the Statemant of Eamings is a mduction of intereat axpense by $87,862,

Genaral llability insurance:

The Corporation is 8 member of the Municipal Electric Association Reciprocal Imsurance
Exchangs ("MEARIE") which is 8 pooling of genaral liablity nsurance risks. Mambans of MEARIE
would be azzessed on & pro-rete besis should loeses be exparienced by MEARIE, for the vears in
which the Conporation was 8 membar.

To Decamber 31, EI}I]‘?'.. the Corporation has not been made aware of any additionsl
aEseEEmEnis.

Participation In MEARIE explres January 1, 2000, Notice to withdraw fram MEARIE must ba givan
six manihs prcr to the commencement of the undemwriling feam.
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NIAGARA WEST TRANSFORMATION CORPORATION

Notas to Financil Skalementsa

Year ended December 31, 2007

7. Transactions with related parties:
Relsiad partiss are tha Corporatior’s shareholders, Penineula West Power inc., Niagara Power
Ing,, Perinsula Wast Wiilities Limited and Grimaby Power Inc. and the subsidisres of the
sharehokiers, Peninsula West Services Ltd. and Grimeby Hydro Incorporated.
Included i accounis receivable are $53,442 (2006 - $133,882) owing from related panies.

The ransformar connection charge of $680, T80 (2006 - 5558 210) is from two of the shareholders
end ia measurad at the exchange amaunt.

Includad in administration expense is $1,750 (2008 - §2,400) paid to ané of the shareholdars for
bookkeaping services. The transaciion has been measuréed at the sxchange amaunt

8. Financial instruments:
The camying velue of cash, accounis receivable and accounts peyable and accrued lleblides

approximate their fair value due 1o the relathvely shon perlods to malturity of thess ilems.

9. Supplementary cash flow informatlon:

2007 2008

Cash pald for
Intersst § 380117 5 330328
Gash recehved for PiLe 4,770 452 782
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NIAGARA WEST TRANSFORMATION CORPORATION

Financial Statamants
for the Year Ended December 31, 2008
and Auditars’ Repor to the Shareholders

CuRWARD JOHES BARMMELL & CONPANY LLT Chmlmus fozours'ds
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NIAGARA WEST TRANSFORMATION CORPORATION

FINAMCIAL STATEMENTE
DECEMBER 31, 2009
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@ CHARTERED ACCOUNTANTS
o DURWARD JONES BARKWELL
& COMPANY LLP

8 Lhristie Street, PO, Box 261
Grimsby, Ontaria | 18 4G5

105.915.5139 BGAAI0TSI1 Fax W5.945.1103
primsbyedjbcom www.d]b.com

AUDITORS' REPORT

To the Shareholders of
Niagara West Transformation Corporation:

Wa have audited the balnce sheet of Miagaa West Transformation Corporation =s st
December 31, 2008 and the statements of income and defict and of cash flows for the year then
ended, These financlal stetements are the responsibilify of the compary's mensgement  Our
responsibdity is 1o express an opinion on these financlal statements based cn our audit

We conducied cur audit n sccardance with Canadian ganerally accepted auditing standands. Those
standards require that wa pkan and perform an audit fo obtsin reasonable assurance whethar the
financial staterments are fres of matenal misstatement. An gudit includes examining. on a test basis,
gvidence supporling the ameounts and disgosures in the fnancial stalements. An eudit also includes
gssessing the secounting principles used and significant eslimates mads by menagement. as wall as
evaluating the everall finarcial statement presentatan.

in our opinion, these financial s=temernts present Fairly, in all material respects, the financial position

of the company as at December 31, 2009 end the resulis o s oparations and its cash flows for the
year then ended in accordance with Ganadian generally accapted accounting principes.

Duaond Jorgo Bonkurld & Companyy AP

Durwerd Jones Barkwell & Company LLP
Licensed Public Accountants

May 5, 2010

Big enough to know b

SHIALL EMOLIGH TO CARE

BLREEETON - AT FRE GRIMERY + HAMILTON HbraARA TALLS +  ST.CAIHARIMES RTONEY LAEES WELLAND



Niagara West Transformation Corporation.
EB-2010-0XXX

Page 590f 66

Filed: November 9, 2010

NIAGARA WEST TRANSFORMATION CORPORATION
STATEMENT OF INCOME AND DEFICIT
YEAR ENDED DECEMEER 31, 2008

£ 00 2008

REVENUE e
Transformer connaciion changes § BIUEL- § 648537
Dther ravenue o L 10,733
638,365 £60,570

EXPENSES s
Administration 431,688 220,667
Depraciatan 1B0784 180,794
Interest 117,118 335,012
429,59 741,273
INCOME (LOSS) BEFORE PAYMENT IN LIEU OF TAXES - 208773 {80,803)
FUTURE PAYMENT IN LIEU OF TAXES (RECOVERED) (Note 6) _ 85,000 {178,000)
NET INCOME © 153,773 97,307
DEFICIT, BEGINNING OF YEAR 1.200,421)  (1,397.518)

DEFIGIT, END OF YEAR 4'5‘1"1'.iiimit $(1.300.12¢)

JHEwARY JONES BNREEFTLL & COMPAATY LLP Sranmwand Asccumerid
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3
NIAGARA WEST TRANSFORMATION CORPORATION
BALANCE SHEET
DECEMBER 31, 2003
" 2008 2008

ASSETS ? : " -

Current assots e
Cash "5 fa2edBR0 5 295512
Acooums receiveble = 5?,?15 7,814

Praoard expenses ! a7 3 1,578

= J&j]m 38R 1IN

Property and equipment (MNote 3) # E.E-_!F.E'!E.n- 4,693,310

"5 690 z'imr‘ $ 7,065,314

LIABILITIES ) &
Current liabilities =
Accounts payable and acerued chames (Mote 4) £781.041 % 440335
Current poetion of term loan s 188,000 183 000
458,041 632,335
Term loan (MNoie 5) ; 5.1115';&1'&. 5214 000
Future payment in liea of taxes {Note &) :ITJ,BII:L'I 118,000
Commitments (Mote 7) =,

',f'ir._ﬁiq_,[:'a:"l. 5,065,335
SHAREHOLDERS' EQUITY S i

Share capital

Authorized

Unfimited common shares

Unbimited Class A special shames, ron-voling, receemable at
310,000 per share

|'Eq.|.|ﬁ"l'.|. :
100 eommon shares _ooAn0 100
240 Class A specizl shaes _mn.uﬁu 2 400,004
24001000 2,400,100
Deficit {1146,348)  (1,300,121)

1,853,752 1,099,575

i ﬂi‘W-iITSH § 7065314

Aporoved by the Board

Ciractor b PG | LA D B Ak Diroctor
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NIAGARA WEST TRANSFORMATION CORPORATION
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2008

gk T i o 2008
CPERATING ACTIVITIES A S
Mat imncome g MBITTYL 5 6737
ltems nof affectng cash S g
Dapieciation : 180,784 180,704
Changs in unrealized diference on fair market velue adjustment of i
interest ratz swep . ~l21e329 9549
Futura payment In beu of taowes 5 sﬁ,quu 3 {178,000
_ATZEsE" 107,189
Changes in non-cash opwrating assets and liaoilites ] :
Accounts recebvable = 14,198 = [4.472)
Prepaid expensas 1484 2683
Accounts payable and accrued charges P Y (8,781}
e e T
" © 212858 ses
FINANCING ACTIVITY ot
Repayrment of tamm loan {183,000} (174,000
INCREASE {DECREASE) IN CASH : 20,058 (77,380)
CASH, BEGINNING OF YEAR C 236;51‘1 ; 373,802
CASH, END OF YEAR $ mg_ B 5 295512

Ruring the year, intarest in the amount of $334,045 {2008 - 3332 §13) was paid

OUREAAAN IONES BARKOAEL L & COMPANY LLF Crarisms Foocinibrds
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NIAGARA WEST TRANSFORMATION CORPORATION

HOTES TO THE FINANCIAL STATEMENTS
DECGEMEER a1, 2008

T TR T T T I e e e IR [ e e e s mmmaa
1. SISNIFICANT ACCOUNTING POLICIES AND GEMERAL INFORMATION

Nature of business
The Company is subject to the provisions of the Onfaro Business Corperations Act and orovides dro
transformation services to Grimsby Power Inc. and Niagara Peninsulz Energy Ina

Proparty and equipment.
Property and equipment &re stated at cost.  Deprecialion is recorded on a siralght-line basis over the esimated

iife of the essats as stafed in Mote 3. Depreciation is recorded at one hef of the pormal rates in the year of
aoquisition.

Revenue recognition
Revenue from the transformation of ekecincity is recorded on the basis of peak demand for the month and is
recognizad when fhe pesk demand nas ocourred.  Othar reveanue is recognized as eamed,

Rate regulation

The Company is reguiatad by the Ontaro Frengy Board {"OER"), under the securlty granted by the Ontano
Energy Boand Act (1998) The OEB has tha power and responsibiity to approve or fx rates for the transfarmer
ennnection feas that ha Company charges. The OEB may also prescribe eense requirements and congiions
of service which may incfude, among other things, recont keeping, regulatory accounting principles, separation
of accounts for distinct businesses, and filing and process reguiraments for rate seltfvg purposes.  In its
capecity 1o approve or set rates, the OCB hes the authorty to specify regulatory sccounting trealmaents thai
may differ from Canadian gensrally accepted accounting princinles for erterprises operaling in a nan-rate
regulated environmeant

The Company has an interm rate order fram the OER esisbiishirg the connection fees which tha Company is
allowed ta charge. The rate order was renawed étfactive Fabruary 19, 2008 and expires February 18, 2011, at
which fime, the Company may become sublject ta a rate applicstion process, Historically, all fransformers
cosle and connaction ‘eas in the provinga have Deen poaled, with the same 1ale in effect ko all ranslomers In
that pnal

Financial instriments
The Company has classiied its financial instruments as fofows:

Cash Held- far trading
Accounts receivabla Loans and recevables
Accounts payable and accrued charges Other llabilites
Irterest raie swap Held-for-trarding

Term loan Other lihilifiss

Financial assetz and kabilities ciassified as held-for-trading are meagured at fair value wiin e changa in f&ir
value recorded in the statement of income or loss and deficit. Al December 31, 2008, the Company reported a
gain of §216,529 a3 a resulf of the chenge in valus of d= interest rate swap which has been included in interast
on long-term debt, Financial assels classified as oans and receivables and financal labites cassified as
other liabilifies are measured at amariized costs using the effective interest mathod.

DR JOMNES RARKWELL & COEPARY | LF Chedsmmi facooaia’ds
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NIAGARA WEST TRANSFORMATION CORPORATION

NOTES TO THE FINANCIAL ETATEMENTS
DECEMBER 31, 2008

T e O Tl s S Sl A A T e e = NS e e e ) e T Y DT AL ST TR
1. SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION (continued)

Use of estimates

The preparation of fnAncial statements in accordance with Ganadian gererally acceptad accourting principles
requires management to make estmates and assumptons that affect the reporied amounts of asseis and
liabities at the dafe of the firancial statemants, and the repored amounts of revenues and expenses during
the raporing period. Actual resufts could differ from maragament's best estimates, as additional information
becomes svailablze in the fulure.  Significant estmates and assumpbions are used when accounting for items
such as the determination of an impalrment of long-lived a==ets, useful ives of buiikding and equipmant, fair
markel velue of the interest rate swap, ravenue recogniton and fulura payment in lisu of taxes.

2. ADOPTION OF NEW ACCOUNTING STANDARD

Cn Jenuary 1, 2009, the Company sdopted the provisions of CICA Handbook Seclion 1635, Capital
Dischosures, which establishas standands for disclosure about whether an entity has complied with eny capitsl
requirements and consequences of non-compliance with such capital requiremerts. This secton requires the
disciosure of quakitative and quantitative information thet enables users of financial statemenis o evaluste the
anlity's objectives, policies and processas for managing capital.  The Company appiied the new accounting
standard =t the beginnng of its current fiscal year and its implemaniztion rasulled in additional disclosures in
the financial stataments bui did not have an Impact an e resuits of the operations or Tranclal pesiton,

3. PROPERTY AND EQUIPMENT

SEGSLCSEREEE T 2008
Anfial o AREREE g x

Cepreciation = at . Accumulated  MNet Book Mak Book,
Rales Cost - Dapreclatlon . Valie 3 Valua

L < § 149892 =0 s 149982 5 14np@
Building SLS0ys 1224418 0 Sqasaat - 4077 488 1,101.877
Machinery and aguipmsant SL a0yrs. - BRI c0E] 181 E.i!'LﬂH_i_ 5447 341

- 1

R el I

£ 766628 5§ 1108112 $ 6518516 © 3 6659310

4. ACCOUNTS PAYABLE AND ACCRUED CHARGES B

2008 - 200
Accounts payabie el aer T
Trade S 31428 5 2737
Goods and Services Tax L LB R4Z- 2,394
Unresfzed ditferance on fair marka: value adjustment of interest rate swap A2 eTe= 440,504
Accrped |abilities Rt 3.300

$ zuuﬂi;bﬂj_'“ § 44335

CUSEAARD JONFR RARMWCLL K CONMPANY LLP Clarmned Acsriares
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NIAGARA WEST TRANSFORMATION CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 21, 2002

5. TERM LOAM

The tsrm loan [s a variable rele loar ssued as bankers acceptances and is due March B, 2012. The loan is
secured by & general security agreement, assignment of fire insurance and guarantess by Grimsby Powar Inc.
and Niagara Paninsula Energy Inc | relsted parties as cescribed in Mote 8, in the amount of $6 530,000, The
Company has entered into 2 swap trarsacton for the ful! 8mount of the debt, the effect of which i o x the
nterest rate of the joan at 5.6% untl January 31, 2025,

The fair valua of the interest rate swap sgreement is basad on discounted futura cash flows of amounts
estimated by the Company's bank of the cost or benefit of the swap contracts until the end of the term of the
joan . At Dacamber 31, 2008, the interest rate swap agreament was in & net unfavourable position of $223 976
(20408 - $440,804), which has boen classified as held for trading. This unfavourzble amount has besn included
n accounts payable 2nd accrued charges as noted abova. The curment year impact of tha change in the falr
valua of the interast rete swap amounted o $2168,929 and iz included in interest on iong-term debt expenae.

2008 2008

iy e e a TR

Term Ioan - as described above § 5214000 5 5,397,000
Lezz princlpal due wihin one year _ 198,000 183,000

5 5016000 5 5214000

The princypal amounts due over the next five yaars assuming the term oan is renewed under similar tarms and
condifions are &8 follows:

Z010 5 198,000
2011 214,000
2042 228,000
2013 248,000
2044 265,000

§ 1151000

8. FUTURE PAYMENT IN LIEU OF TAXES

The Company is curently exempl from texes under the Income Tax Act {Canada) and the Ontario
Corporalions Tax Act  Pursuant to the Electricity Act, 1998 [Ontario), the Company is required to computa
tawes under the Income Tax Act and Ontario Corparafars Tax Act and remit such amoun| computed
thereunder to the Mialstry of Finance [Oniaric).

Future payment in ligu of texes relate to clamming caopltal cost seBowance for tax purposes N excess of
depreciztion charged in the financial statemants less the benefit of non-capital insaes camied forward.  The
Company has Provircial non-cepitsl lesses in the amaunt of approcdmately 3507,522 available for carry fonssrd
{0 redusoe fulure years' paymants in lkeu of taxes which begin o expirs a2 follows:

December 31, 2015 5 2211
2028 16731

2028 = 128,090

% 507522

S SemE

DHRERD JOHES EARKWELL & COMPARY LLP Chjsesl focoumasi
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NIAGARA WEST TRANSFORMATION CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2008
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7. COMMITMENTS

(i} Maintanance sgresment

In June 2009, the Company entered info an sgreement with Rondar Inc. for the regulsr maintenance on ils

eqguipment rom 2008 to 2013, Under this agreement, the Company will incur fotal maintenancs cosis over the
el Tour years as ollows:

2010 ] 3, 78T
201 26,817
2012 3,890
2013 3538

$ 3TE32
T T
(W Senvice agrsemenl

Effective September 3, 2009, the Company entered info & service contract with Nisgara Peninsula Energy Inc.,
a refaled party a3 described in Mote 8, to perform regultar montnly inspeciions, mainenance and building and
yard oleaning. The esbmated annual cost of these services is snproximatsly $12,100. The lerm of the
agreement expires Seplember 3, 20710 and is sulject o a renewal term for an additional welve maonths

8. RELATED PARTIES

The Company |5 confrolied undar commaon ownarship by Paninsuta West Power Inc. and Niagara Powar [nc
Peninsula West Power Ine. holds an investment in Wagara Peninsuia Efergy Inc. and Niagara Powear Inc. 1S
the parent company of Grimshy Power Inc. In addiion, Nagara Peninsula Enengy Inc. and Grimsby Power Inc
guararfae the tarm lpan of this Campany.

During the year, the Company recorded transformer connection chergas of 5365400 {2008 - 5_2?2.355] and
$388.555 (2008 - $377,552) from Mizgara Peninsulz Energy Inc. and Grimshy Power Inc. raspactively.

At December 34, 2009, included in accounls receivabis were smounts dus from Miagar Peninsula Enengy Inc
and Crimsby Power Inc. in the amounts of 524,415 (2008 - 325524) and 332748 (2008 - 332 855)
respectively.

&)l ransactions are measurad al the exchange Emount, ae undar similar terms with non-related parties and
zre in the normal caurse of husiness )

9. CAPITAL MANAGEMENT

The Company cefines capital as the aggregate of iis share capital and deficit. Manegement's objective is to
optifmize the retum o the sharshoiders while supporting and fostering the futurs growth of the Company.
Diuring the 2008 fseal year the Company's stralegy, which was unchanged from the 2008 fiscal year, was to
maet or axceed [ts TD Commergial Banking credit facility covenants, The Company and fis guaranicrs are
required to mantain a combined minimum debt ssrvice coverage ratio of not less fhan 1.354 and & combined
debit to capitzlization ratio not f exceed 0.560:1. The Company was net in viclation of any of s covenants at
September 30, 2008 and, although all of the informaton from the guarantoes is net yef availEble o calcufats tha
combined ratios, it is ot anticipsted there will be any covenant violetions st Dacember 31, 2009,

plwann JOHER AARRELL & COWPAMY 1L Shinte0d Arcmrsdants
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NIAGARA WEST TRANSFORMATION CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2008

e S S
10. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
) Fair valiies

Tha fair values of cash, accounts receivable, and accounts payable and accrued charges ara assumed to
approximate their carmying amounts because of thelr short term to maturity. The camying amount of the term
lcan approximales iis falr value because the interast rate approxmates the market rate.

by Denvalive financial instrument

Tha Company utilizes an interest rate swap contract o manage tha risk associated with fluctuations in fntesest
ratas. The Company's policy is net to utilize firancigl instruments for treding or speculetive purposes. The
intarast rale swap confract is used fo reduce the impact of fluctuating interest rates on the Company's long-
term debi The swap agreement requires the periodic exchange of payments without the axchange of the
natiomal principal amaunt on which the peyments are based. Payments and receipts under [nterest rate swap
contracts sre recognized as adjustments (o interest expense on long-term debt, Gains and losses on farward
mrchange confracts are recognized imto income during the same period s the comesponding revenues and
EXPENSEs,

¢l Risk managemadt

In the normal coursa of business, the Company is exposed to financial risks that may potentially impact its
operating results, The Company employs sk management strategies with & view fo mitigating thesa risks an a
cost effective basis.

i} Liguidity nsk

Liguidity Is the risk that the Company will not ba able to meet its finencial obligations as they fall dues.
The Company monitors collection efforts fo ensure sufficient cash flows are generated from operations
fo mmet the current debt obligations. The Company moniters cash flow on & deiy besis and in
aggregate through its' annual budget process. The Company expacts that cash flow from operations in
fiscal 2010 will be adequats fo fund on-goimg Invesiment in waorking capitsl and capital expandiures.

ity Credit risk
The Company hed a significant exposure of ssles to fwo customears during the year. As at December
31, 2008 the Company had accounts receivable totaling $57,715 of which 556,555 or 98% relsted to
two customers. This amount is current and mansgement menitors collections on a regular basis and is
nint aware of any collection issues relsted o thase accounts.

iy Cther risks

The Company is not exposed to signficant currency ek on it financial instruments,

DUsTAARD JORES RASKWELL & COMPANY LLP Charwesd Aoertut
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