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Dear Ms. Walli,

Re: OEB File No. EB-2011-0123

Guelph Hydro Electric Distribution System Inc.

Electricity Distribution Rate Application
In accordance with the OEB’s Practice Direction on Confidential Filings (the “Practice
Direction”), Guelph Hydro has filed two documents in confidence with the Board that were
prepared on behalf of Guelph Hydro by-third party consultants relating to the company’s
transition to IFRS. Public disclosure of these reports is not permitted under the terms of
confidentiality agreements as they contain proprietary information and methodologies that

would be commercially damaging to the consulting firms if released.
The confidentiality request relates to the entire documents.

In accordance with Rule 10.01 of the Rules of Practice and Procedures, Guelph Hydro is

requesting that these two studies be held confidential based on the following grounds:

» The providers of the studies are companies engaged in competitive businesses. The
public disclosure of the studies could reasonably be expected to prejudice the
economic interest of, significantly prejudice the competitive position of, cause undue
financial loss to, and be injurious to the financial interest of these companies since it
would enable their competitors o manipulate their documents. Guelph Hydro does

not have the providers’ consent to the public release of this information.
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Electric Systems Inc.

The OEB’s Practice Direction recognizes that the above reasons are among the factors that
the Board will take into consideration when addressing the confidentiality of filings. They

are also addressed in subsection 17(1) of FIPPA, and the Practice Direction notes (at

Appendix C of the

Practice Direction) that third party information as described in subsection 17(1) of FIPPA is

among the types of information previously assessed or maintained by the OEB as

confidential.

Accordingly, Guelph Hydro requests that those documents be kept confidential.

A non-confidential summary of each report is attached to this cover letter, to be served on all

parties to the proceeding and placed on the public record.

Guelph Hydro is prepared to provide copies of this material to all accepted participants to the
proceedings provided that they have executed the OEB’s form of Declaration and
Undertaking with réspect to confidentiality and that they comply with the Practice Direction,
subject to Guelph Hydro’s right to object to the OEB’s acceptance of a Declaration and

Undertaking from any person.

Respectfully Submitted,

Cristina Birceanu

Manager of Regulatory Affairs
Guelph Hydro Electric Systems Inc.

395 Southgate Drive,
Guelph, ONN1G 4Y1
Telephone- (519) 837-4735
Mobile- 226-218-2150

Email- chirceanu@guelphhydro.com
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Electric Systems Inc.

Non- confidential description of the documents requested to be kept in

confidentiality:

1. IFRS Conversion Impact Assessment, September 15, 2009 - KPMG

This report represents the final deliverable of an engagement to assist Guelph Hydro identify

changes to accounting policies, processes, and training issues as a result of the requirement to

transition from CGAAP to IFRS.

In December 2008, KPMG was engaged to assist management with this conversion project.

Working in conjunction with key management, KPMG completed a detailed systematic gap

analysis of the accounting and reporting differences between CGAAP and [FRS, and has

considered the potential high level impact of the differences on Guelph Hydro’s IT systems and

business processes, and its personnel. Key findings are presented in this report. Also included

as an Appendix, is an Accounting and Disclosure matrix that sets out the detailed requirements

of IFRS along with a comparison to the current applications of CGAAP,

In preparing this report KPMG completed the following:

]

Held a kick off session held with key management personnel to raise awareness of key

project issues.

Compléted awareness training in [FRS requirements.

Completed an initial draft of the Accounting and Disclosure Matrix based on notes to
Guelph Hydro’s financial statements, audit files, and an understanding of the business,
operations and processes.

Conducted various interviews with key finance and business personnel to gather
information and assess Guelph Hydro’s current application for CGAAP against the IFRS
requirements.

Conducted a review with GHI management focused on key business processes that
would be irmpacted by [FRS.

Met with the representatives from Information Technology (“IT”) to assess the high level

impact of accounting and reporting differences on IT systems and business processes.

Substantially completed a final draft of the Accounting and Disclosure Matrix and

documented Guelph Hydro’s current application of CGAAP.
3
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2. Guelph Hydro IFRS System Impact Discovery Analysis, March 26, 2010 - IBM

IBM was engaged to perform a high level system impact assessment based on Guelph Hydro’s
IFRS requirements and policy decisions, including [FRS1 exemptions and elections.
System assessment workshops were held over a two week period to discuss and determine
impact of Guelph Hydro’s IFRS policies and their potential effect on the current system and
processes.
Workshop topics and schedule were based on Guelph Hydro’s accounting gap analysis delivered
by KPMG.
The system impacts are based on the Guelph Hydro decisions made during the assessment
workshops.
The report summarizes several options with respect to required system modifications to support
the implementation of IFRS.
A high level project plan is also documented setting out a timeline and resource requirements for
testing and implementing new system modules as well as changes to procedures.
The key systemi recommendations that emerged from this process were to:

1. Activate and implement an existing module in Guelph Hydro’s ERP system to enable

more granular accounting of fixed assets; and
2. Purchase é.nd implement a financial reporting tool to enable dual reporting under IFRS

and MIFRS.

4
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QOverview

= |BM was engaged to perform a high level system impact assessment
based on Guelph Hydro’s IFRS requirements and policy decisions,
including IFRS1 exemptions and elections.
— Guelph Hydro requires to be IFRS compliant with its opening balances on January 1, 2010.
— Parallel (comparative) reporting with CGAAP and IFRS is required only for fiscal year 2010

- IFRS reporting is required from fiscal year 2011 onward (CGAAP will not be audited beyond
fiscal year 2010)

= System assessment workshops were held over a fwo week period o
discuss and determine impact of Guelph Hydro’s IFRS policies and their
potential effect on the current system and processes.

Workshop topics and schedule were based on Guelph Hydro’s accounting
gap analysis delivered by KPMG

— “GHlI Draft CIA Report FINAL.pdf” (September 2009)

= The system impacts are based on the Guelph Hydro decisions made

during the assessment workshops.

— These decisions are documented in Section 5 - Guelph Hydro IFRS [T Impact Assessment
Decision Log.




Objective

=  What are the system options being considered?
—-  Option 1 - Additional Accounts
- Option 2 — Transitional Reporting Tool
~  Option 3 — Parallel Company Codes

=« When reviewing the 3 Options, consider the following items:
1. Implementation Cost:

~  What are the relative cost implications of implementing either of the options?
- What is the longer term cost once the system is implemented?
2. Resources / Work load

- What are Guelph Hydro resources already committed o accomplish in 20107

- What are the priotities in the coming year and beyond?

- Can the IFRS project get more resources later in the year if needed?

- Whatis the impact of increased manual effort on the financial close and reporting cycle during transition?
3. Schedule

- Do we have enough time during the year {0 prepare the required IFRS data and 1o implement the solution?
—~  Are there additional dependencies or opportunities related to the timing of a solution?
4, Technology / Functionality

~  What are the future benefits in terms of managing the IT solution?
- How complex is the system during the transition year?

-~ Will the system meet short and long term financial reporting needs? Can it be fully leveraged in the future
(or will components become redundant after the transition year)?

- Will CGAAP need to be maintained for regulatory purposes?
-~ How much granular data or automated processes are required?




summary

)ptions Analysis

Option 1 — Additional
Accounts Based Approach

New GL accounts will be created with groupings representing CGAAP specific
accounts, IFRS specific accounts and common accounis.

Opening Balances at January 1, 2010 will be adjusted to reflect IFRS and CGAAP
requirements.

CGAAP delta adjustments would be calculated manually and posied in SunGard to the
CGAAP accounis during the fransition year.

CGAAP accounts must balance in total and CGAPP postings will roll up to their own
retained earnings accounts.

All GL. postings must not cross IFRS and CGAAP accounts and validations can be set
up to ensure postings do not cross IFRS and core accounts.

CGAAP reporting would consist of CGAAP accounts plus IFRS accounts together

Option 2 — Transitional
Reporting Tool

Transaciion system will contain CGAAP reporting only for the transition year.

IFRS and CGAAP adjustments will be manually calculated and posted info the reporting
ool {e.g. Prophix) during the transition year.

[FRS reports would include CGAAP financial information plus the IFRS adjustments
posted in the Prophix tool for the transition year.

SunGard opening balances will be updated January 1, 2011 to reflect IFRS reporting.
Opening Balances upon adoption of IFRS for January 1, 2010 will exist only in
consolidation tool.

Option 3 - Parallel Company
Codes

Parallel company codes would be set up to handle CGAAP and IFRS adjustments
beginning Jan 1, 2010.

Existing company codes would reflect iFRS reporting while additional company codes
would contain CGAAP adjustments for the transition year.

CGAAP delta adjustments would be calculated and posted manually to the CGAAP
company codes each month during the transition year.

CGAAP reporting would consist of the existing company codes plus the CGAAP
company code (adjustments)




Implementation Process Impact — Additional Accounts

Year End =

o Implement Asset 2
= |load IFRS fixed asset data (no CGAAPR) into SunGard Asset 2, but do not integrate with the Work Order or Purchasing/Inventory systems

Create IFRS Balances (Jan 1, 2010)

»  Post CGAAP & IFRS adjustments, based cn Additional Accounts into SunGard to create an opening balance for IFRS as at Jan 1, 2010 (historical) and
monthly Financial Statements

I *  Post IFRS adjustments going forward in 2010 directly into Asset 2 on a monthly basis. IFRS and CGAAP PPE adjustments posted to SunGard for 2010

*  Burden rates wili remain on CGAAP basis, IFRS will be processed manually for 2010
e implement Prophix:

" Imptement Prophix, pull data from SQL server cube for CGAAP and IFRS reporting (2010)
Iniegrate SunGard and Asset 2 (Jan 1, 2011):

*  Feed Asset 2 from the Work Order and Purchasing/Inventory systems to capture fixed asset transactional data for IFRS

®  Burden rates updated for IFRS processing
Integrate Prophix:

= Pull data from SQL server cube for IFRS reporting (2011}




implementation Process Impact — Transitional Reporting Tool

Year End Year End

-

o Implement Asset 2:

Load [FRS fixed asset data (no CGAAP) into SunGard Asset 2, but do not integrate with the Work Order or Purchasing/inventory systems
= Post IFRS adjustments going forward in 2010 directly into Asset 2 on a monthly basis.
e Load Opening Balances:
*  Load Opening Balances for [FRS as of January 1, 2010 into Prophix, and IFRS monthly adjustments from January to August 2010
e Report CGAAP and IFRS in Prophix:
= Post IFRS adjustments into Prophix to create monthiy financial information for IFRS for remaining months in 2010.

o Integrate SunGard and Asset 2 (Jan 1, 2011):

Feed Asset 2 from the Work Order and Purchasing/Inventory systems to capture fixed asset transactionat data for IFRS

= Load January 2011 IFRS opening batances {granular transactionat data)

e Integrate Prophix:

= Pull data from SQL server cube for IFRS reporting




Implementation Process Impact — Parallel Company Codes

Year End 2 Year End

Implement Asset 2:
®  Load fixed asset data {no CGAAP) into SunGard Asset 2, but do not integrate with the Work Order or Purchasing/Inventory systems
*  Post |FRS adjustments going forward in 2010 directly into Asset 2 on a monthly basis and IFRS/CGAAP PPE adjustrnents manually to the applicable
company codes in SunGard
e Create Opening Balances (Jan 1, 2010)
*  Post CGAAP & IFRS adjustments, based on additional Company Codes into SunGard to create an apening balance for IFRS as at Jan 1, 2010 (historical)

*  Burden rates will remain on CGAAP basis, [FRS adjustments wili be processed manually for 2010

Implement Prophix:

= |mplement Prophix, pull data from SQL server cube for CGAAP and IFRS reporting and CGAAP reporting

Integrate SunGard and Asset 2 (Jan 1, 2011):
= Feed Asset 2 from the Work Order and Purchasing/Inventory systems to capture fixed asset transactional data for IFRS

*  Burden rates updated for IFRS processing

e integrate Prophix:

®*  Pull data from SQL server cube for IFRS reporting

IFRS System
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High Level Roadmap Estimate

= Option 1 — Additional Accounts (est.): 31 week duration, 39 weeks to Go Live (Last start date — July 26, 2010)
= Option 2 — Transition Reporting (est.): 31 week duration, 39 weeks to Go Live (Last start date — July 26, 2010)
= Qption 3 - Parallel Company Codes (est.): 33 week duration, 39 weeks to Go Live (Last start date - July 12, 2010)

Year End

1
1
L
1
I
H
L

Optiont
Additional

Accounts 2
(31 wks est.) : : - g - !
: . i

Option2
Transitional
Reporting Tool
{31 wks est.)

Option3
Parallel Company
Codes
(33 wks est.)

Dependencies /
Projects

ﬁ' Go Live with Work Order Integration ﬁ Load Jan 1, 2011 Opening Balances
* Go Live without Work Order tntegration




ummary Implementation Analysis

Estimated FTE Days

Guelph Hydro 211-232 | 295-825 | 506-557 | 211-232 | 266-310 | 477-542 | 211-232 | 362-398 | 573-630
BM 143- 157 0-0 143-157 | 145-157 0-0 143-157 | 143- 157 0-0 143 - 157
SunGard 3.3 30 - 33 33 - 36 3-3 30 - 33 33-36 3-3 30 - 33 33-36
[Prophix_ 8-9 45 - 50 53-58 8-9 45 - 50 53 - 58 8.9 50 - 55 58- 64
Total FTE 365-402 | 370-407 | 735-800 | 365-402 | 341-392 | 706-704 | 365-402 | 445-486 | 807-888
Estimated Time (weeks) 10 21 3 10 21 31 10 23 33
Cost Estimate (3 000's)

Guelph Hydro $186 - $204 [ $260 - $206] $445 - $490 | 5166 - $204 | $248 - $272 | $433 - $477 ] $166 - $204]| 3319 - 5350 | 5504 - $555 |
= $280 - $308 | $0-$0 | $280-$308 | $280- 3308 | $0-$0 | $260 - $308] $280 - $308] $0-$0 | $280 - 3308
SunGard $0-%0 | $14-$15 | $14-$15 $0 - $0 $14-515 | $14-$156 | %0-%0 $14-%15 | $14-$15

i Prophix -$0 $0- %0 $0-%0 $0-%0 $0- 80 $0-%0 $0-%0 $0 - 50 $0- %0
Total Cost $466 - 9512 1 5274 - 3301 | $739 - $813 | $466 - $512 | $262 - $267 | $727 - $800 | $466 - $512| $333 - $365 | $708 - $878

—- No costs have been factored into the estimates for internal or external audit review and participation from KPMG. KPMG has been arranged
and contracted separately

- The implementation effort and schedule for these types of projects may vary significantly based upon the scope of the implementaticn. A
10% contingency has been added to account for potential delays or issues (for example, vacation time, resource allocation, project issues)

- Budgetary numbers provided are based on Time and Materials delivery approach based on estimates provide by Guelph Hydro and IBM

- Bystem configuration (or implementation} will be performed by internal Guelph Hydro resources

— IBM effort estimate based only on activities required during design phase.

- No cost estimate has been provided by SunGard for the design (only for cutover activities for opening balances).

- No cost estimaie has been provided by Prophix across any of the phases. Amounts to be confirmed with the vendor during pre-
implementation planning.




Option 1 —
Additional
Accounts

- Transaclion system will contain IFRS and
CGAAP financial information, “One Version of
the Truth”

- Opening balances upon adoption of IFRS will
exist in transaction system (Jan 1, 2010).

- Slightly shorter implementation time frame than
Parallel Company Codes option.

- Company code will continue to represent a
legal entity.

dtions — Pro’s and Con's

- Additional implementation effort for business as reporis must be

updated and tested to ensure IFRS and Canadian GAAP
reporting requirements are met.

On-going maintenance to ensure IFRS and CGAAP accounts
remain in balance during transition year.

Challenge to maintain close process timing due to increased
manual effort and recongciliation.

- Increased complexity of reporting selection criteria/logic
« Can be difficult to sustain if a large number of general ledger

accounts are required.
New accounis created that will only be required for transition
year.

- Additional complexity for Reporting group to obtain and create

CGAAP and IFRS reports.

Option 2 —
Transitional
Reporting
Tool

+ Lower complexity during transition year for
repott creation and reconciliation

- Potentially shorier implementation time frame

- Fewer new general ledger accounts required.

IFRS information will only reside in reporting tool and not in the
transaction system for the transition year.

Opening balances upon adoption of IFRS will not exist in
transaction system.

Option 3 —
Parallel
Company
Codes

« Transaction system will contain IFRS and
CGAAP financial information, “One Version of
the Truth”

- Opening balances upon adoption of IFRS will
exist in transaction system (Jan 1, 2010).

« Adjusting entries are segregated and more
easily balanced

- Fewer new general ledger accounts required.

Slightly longer implementation time,

- Additional configuration and testing for additional company codes

Exira effort may be required fo handle additional intercompany
issues.

Additional company codes will be created that do not represent a
legal entity.

= in order for Guelph Hydro 1o obtain CGAAP reporting, information

from two company codes must be amalgamated, .




Key Risks and Dependencies
= Any changes to the accounting decisions used as the basis for this assessment can
impact the project timeline and resourcing.

= Unforeseen impact of other projects on the IFRS environment, such as:
IASB Exposure Draft for Rate Regulated Entities

Prophix functionality
Kinectrics study
Third Party Vendor schedule/availability

—~ Smart Metering
= There is a significant risk related to the access to key Guelph Hydro individuals for their
knowledge of internal systems, data and processes and offline inputs for IFRS-GAAP
adjustments. Conflicting priorities for key resources will have to be actively managed
throughout the project.
— IFRS Accounting work stream
2011 Budget
Rate filing

!

Smart Metering
Debt issuance

New transmission station

|

On boarding of new resources




IFRS - Systems

April — August 2010

IFRS - Systems

December 2010 — January
2011

IFRS - Accounting

April — August 2010

{FRS - Accounting

September -~ December 2010

2011 Budget Aprit — July 2010

Rate Filing April — August 2010
Prophix Aprii — July 2010
Smart Meter July — December 2010

Debt issuance

September — November 2010

Transmission
Station

Aprit — December 2010

— Consideration should also be given to plarned vacation time for all resources in relation 10 ongoing aclivities and

project schedules

IFRS Involvement

Low impact ovetlap

High Impact ovetlap




Deci

= This table summarizes the key criteria associated with this decision.
= The criteria have not been ranked, but should be weighted with regard to what is
most important and consistent with the overall objective of the IFRS initiative.

sion Matrix

Option 1 Middle implementation cost Medium workload during Manageable schedule, but Granular transactional
Additional of the options. implementation, increased effort for stightly longer than data starting Jan 1, 2010.
Accounts validation/reconciliation and lower {ransition reporting. More difficult reporting
workload at cutover. Marginal overall difierence and account reconcifiation
Pctential resource constraints with with other options. than Parallel Company
other high priority initiatives for 2010. Codes
Option 2 Lowest implementation cost | Lowest workload during Slightly shorter IFRS balances will only
Transition of the options. implementation, lower effort for implementation timeframe. reside in reporting system
Reporting validation/reconciliation, but higher Marginal overall difference for transition year (2010).
effort during year-end cutover period to | with other options. Lower reconciliation /
set up opening balances. processing burden during
Potential resource constraints with transition.
other high priority initiatives for 2010.
Option 3 Highest implementation cost | Medium workload during Slightly longer schedule, but | Granuiar transactional
Paraliel of the options. implementation, medium effort for manageable. data starting Jan 1, 2010.
validation/reconciliation and lower Marginal overall difference Past experience with
Gompany workload at cutover. with other options. additional Company
Codes Potential resource constraints with Codes has not been
other high priority initiatives for 2010. favourable.




Next Steps




Next Steps (Prior to commencing implementation)

B

Guelph Hydro to confirm system option to implement
Develop option strategy and implementation plan
— Secure Guelph Hydro resourcing in accordance with the plan

B

— Prioritize IFRS project work in relation to other ongoing projects/work
Guelph Hydro to finalize IFRS accounting choices to be adopted and
confirm their decisions with the auditors

— Accounting choices to be finalized

B

~ Define Accounting Policies

Guelph Hydro to complete implementation pre-work and secure vendor
and third party resources as required (e.g. SunGard and Prophix teams)
— Prepare for business requirement gathering and fit-gap analysis

B







Summary Options Analysis

Option 1 — Additional
Accounts Based Approach

New GL accounts will be created with groupings representing CGAAP specific
accounts, IFRS specific accounis and common accounts.

Opening Balances at January 1, 2010 will be adjusted to reflect [FRS and CGAAP
requirements.

CGAAP delta adjustments would be calculated manually and posted in SunGard to the
CGAAP accounts during the transition year.

CGAAP accounts must balance in total and CGAPP postings will roll up to their own
retained earnings accounts.

All GL postings must not cross IFRS and CGAAP accounts and validations can be set
up io ensure postings do not cross IFRS and core accounts.

CGAAP reporting would consist of CGAAP accounts plus IFRS accounts together

Option 2 — Transitional
Reporting Tool

Transaction system will contain CGAAP reporting only for the transition year.

IFRS and GAAP adjustments will be manually calculated and posted inte the reporting
ool (e.g. Prophix) during the transition year.

IFRS reports would include CGAAP financial information plus the IFRS adjustments
posted in the Prophix tool for the transition year.

SunGard opening balances will be updated January 1, 2011 to reflect [FRS reporting.
Opening Balances upon adoption of IFRS for January 1, 2010 will exist only in
consolidation tool.

Option 3 — Parallel Company
Codes

Parallel company codes would be set up to handle CGAAP and IFRS adjustments
beginning Jan 1, 2010.

Existing company codes would reflect IFRS reporting while additional company codes
would contain CGAAP adjustments for the transition year.

CGAAP delta adjustments would be calcuiated and posted manually to the CGAAP
company codes each month during the transition year.

CGAAP reporting would consist of the existing company codes plus the CGAAP
company code (adjustments)
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General Financial Statements

and Reporis

IFRS 1

Property, Plant & Equipment

Borrowing Costs

Burden

Capital vs. Expense

Depreciation

Componentization

Major/Minor Spare Parts

Impairment

Derecognition/
Dismantlement

Contributed Capital

IFRS"




Regulatory Accounting

Revenue

intangible Assets

impairments

Provisions, Contingent Assets
& Liabilities

Employee Benefits

Leases

Inventory

Investment Property

Related Party Transactions
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Impact Analysis

Property Plant and Equipment (PP&E)
IFRS impact:
~ IFRS requires different valuation rules for capital asset reporting.

- Guelph Hydro will use deemed cost and the Net Book Value (NBV) will become the new cost
under IFRS.

- For PP&E, the areas impacting Guelph Hydro are: Componentization, impairments, Asset
Retirement Obligations (ARO), Major Spare Parts as capital, costs to be expensed (e.g.
administration) and additional cosis requiring capitalization (e.g. borrowing costs and labour).

— Financial information for PP&E will be disclosed at a more detailed level in the notes to the
financial statements for IFRS.

- Assumption that a utility represents one CGU definition which will be applied to Guelph Hydro
and therefore CGU and related impairments will not have a system impact.

- Depreciation expense will no longer be a separate line in the financial statements and will
need to be allocated across defined functions.

— Assets transferred from Customers will need to be recognized as revenue and not shown as
a conira asset in PP&E.

- Impact of IFRS on historical data will have to be assessed by the business. This may resuli
in a requirement tfo set up additional assets or reclassify existing assets.

- Deemed Disposition methodology will be adopted for assets removed from service.




Impact Analysis

Property Plant and Equipment
= System Impact:

- Regardless of which option is selected, assets will have to be tracked for on both an IFRS and
CGAAP basis for the paraliel year.

- The asset module will be implemented to reflect IFRS valuation. Where possible, configuration

of the asset system will need to be set up so that differences between CGAAP can be easily
identified and tracked.

- Valuation of assets for CGAAP will continue to be tracked manually outside of the system for
OEB reporting (no requirement for parallel reporting in Asset 2)
~ Capitalization
— Differences in capitalization under IFRS for 2010 will be manually calculated offline and
posted to the Asset 2 system

— The burden rate will continue to reflect CGAAP in 2010 and will be updated to reflect IFRS
requirements in 2011

- Reports may be required from Work Orders or Projects to obtain the information to
assist in calculation of Burden differences under IFRS and CGAAP

- IFRS differences manually calculated and posted to the Asset system in 2010 and
therefore work order integration with the Asset 2 system will not be activated until the
Burden rate reflects IFRS in 2011,

- Additional accounts may be required to assist with reporting in system.




Impact Analysis

Property Plant and Equipment
= System Impact (cont’d):
— Depreciation
- Additional GL accounts will be required to track deprecation by function for disclosure in
the financial statements.

— Straight line depreciation will be the method set up in the Asset 2 system. Functionality
to change the method of depreciation will not be reguired.

— Changes in useful lives will be applied on a prospective basis in the system
— Componentization

— Reporis to assist with the componentization of assets will need to be created from GIS.

~ Additional asset classes will have to be created to satisfy the different IFRS capitalization
and componentization rules.

- Classes will be created to ensure that depreciation can be allocated across functions as
required in the financial statements

~ Borrowing costs that need to be capitalized will be calculated off line and manually posted to
the Asset System.

— Impairments

- Functionality to track impairments and reversal of impairments needs to be set up in the
Asset 2 moduie




Impact Analysis

Property Plant and Equipment
= System Impact (cont’d):
- Contributed Capital
- Assets transferred from customers will be recognized as revenue and will not be set up

as a conira asset under [FRS.

- Additional accounts will be required to track revenue and may be required for the IFRS1
adjustment to move existing conira asset to Deferred Revenue.

- Reporis and process 1o obtain contributed capital information will need 1o be developed.
- Asset Retirement Obligations (ARO)
— Obligations and changes to obligations will be handled through manual journal eniries

— Additional accounts will be required to capture the interest costs.
- Major Spare Parts

- Major spare parts will be capitalized in the Asset 2 system.
— If required, Major Spare Parts will be set up as a separate asset class.
— De-recognition
- Guelph Hydro will assume that assets will be fully depreciated when removed from the
system

~ Functionality in Asset 2 will need to be configured to retire fully depreciated assets from
the pool.




Impact Analysis

Property Plant and Equipment
= System Impact (cont'd):
~ Dismantling or Decommissioning Costs

- A standard rate will be determined to dismanile and asset.

— Process to record this in the system will need 1o be defined in the system (if possible
automatically through work orders or manually through reports)

~ Leased Assets

~ Asset class to track lease assets will be configured in the Asset 2 system to ensure any
future lease requirements can be accounted for in accordance with IFRS.




Impact Analysis

Property Plant and Equipment

= Business Impact:
~ Regardless of the option implemented additional effort will be required to;
— Componentization of assets and associated NBV will need to be determined fo be loaded
into the Asset 2 system.
- Maintain asset values for both IFRS and CGAAP on an ongoing basis..

- Determine and migrate asset data and values into the new IFRS valuation upon
adoption. This will mainly consist of creating new asset records for componentization and
transferring the associaied asset values o the newly created records.

-~ Process and raies 1o book dismantling costs for assets must be defined.

- Training to understand IFRS and CGAAP capitalization requirements, components and
changes in accounting policies may be required depending on the level of change.

~ The Accounting department will be executing muitiple reports to obtain values for the
GAAP/IFRS adjustment postings

-~ Manual processes will be required to post IFRS adjustments for Asset Accounting in
2010.

— Additional reconciliation effort may be required due to complexity of additional manual
postings for IFRS

— Additional complexity in preparing exiernal financial statements for paraliel year.




impact Analysis

Intangible Assets
= [FRS Impact:

- As aresult of [FRS, Capital Intangible Assets require separate tracking and reporting for the
notes disclosure in the financial statements.

= System Impact:
- Guelph Hydro requires a mechanism {o be able 1o report the intangible asset records.

- A separate asset class will need to be created in Asset 2 10 ensure this functionality exists.

= Business Impact:

~ Going forward, accounting department must be able {o identify whether the asset should be
recorded as an intangible asset record.




Impact Analysis

Provisions, Contingent Assets and Liabilities
= |FRS Impact:

~ Guelph Hydro may have a requirement {o recognize additional provisions under IFRS due to
fower thresholds.

- Continuity schedule for provisions must be tracked and disclosed in the notes to the financial
statement.
= System Impact:
— Regardless of the option selected to handie IFRS;
- Details for additional provisions will be calculated off line and posted manually 1o the system
through journal entries.

~ To accommodate detail required for provision note disclosure, continuity schedule will be
created off line manually, no system impact.

— If required, additional GL may have to be set up to handie additional reporting requirements
for IFRS if liabilities arise.

- Additional reports will not be required from the system

Business Impact:

- Additional time/effort will be required in the month end for the Financial Reporting team to
manually track continuity schedule for provisions required upon adoption of iFRS.




Impact Analysis

Employee Benefits
= |[FRS Impact:

— Accounting for pensions and employee benefits will be impacted upon adoption of IFRS.

— All calculations for employee benefit information will be done offline by the actuaries and
manually entered into the system. Information for Key Management Personal will have to be
disclosed separately in the notes to the financial statements.

- Additional accruals and detail will be required for IFRS reporting.
= System Impact:

- Information disclosed relating to the defined benefit pension plan and post retirement benefit
plans will be obtained from the actuaries.

— Assumption that existing reports/information relating to the pensions will continue to be
provided to actuaries will be obtained using the existing process and will not require any
changes in the system.

— All calculations for employee benefit information will be done offline. Differences resulting
from IFRS will be handled through manual journal entries. Additional accounts will be
required to track pension amounts and to track Post Employment Benefits for Key
Management employees for note disclosure.




Impact Analysis

Employee Benefits
System Impact (cont’d):

— Additional accounts to record compensated absences (i.e. sick pay) will need to be set up in
the system

- Assumption that existing reports from the Payroll system will provide the actuaries
adequate information to perform required calculations therefore no system impact.
~ [f the additional account option is selected, additional GL accounis to handle CGAAP and
IFRS will have to be created.
= Business Impact:

~ During the transition year actuarial calculations and journal entries will have to be made for
both IFRS and CGAAP for all options.

~ Users will have to be trained in how to execute reports to obtain IFRS vs. CGAAP
information.




Impact Analysis

Revenue
= |FRS Impact:

— Assumption in assessment is that Guelph Hydro will not have differences in accounting for
revenue under IFRS with the exception of assets transferred from customers

System Impact:

— Assumption in the assessment is that Guelph Hydro will continue using the existing revenue
process and manually post any adjustments as required at year end. Billing systems will not
need to be modified.

- Any requirement to track additional information will be handled manually but there may be a
requirement for additional general ledger accounts to track revenue of assets transferred
from customers.




Impact Analysis

inventory

« |FRS Impact:

- Inventory must be tracked and disclosed for IFRS reporting.

- Under IFRS, insurance spares will follow the deprecation period of the asset it is related to
while cyclical spares are 1o be depreciated when they are put into use.

— Guelph Hydro’s major spare parts will be treated as insurance spares and under IFRS
must be capitalized and depreciated consistent with the asset they are related io.
= System Impact:

~ Major spare parts will continue to be posted to the inventory account and manually
reclassified to fixed assets and depreciated.

- Inventory consumed/expensed {0 be disclosed in the notes to the financial statement will
need to be manually calculated from the system. A process must be defined but no system
requirement at this point.




Impact Analysis

Taxes

= |[FRS Impact:

~ Galculation of deferred, capital and income taxes may be impacted by changes implemented
upon adoption of IFRS.

= System Impact:

- Tax will continue to obtain the original cost of assets from the existing manually prepared
spreadsheets.

~ During the blueprinting phase, requirements from tax must be taken into account, particularly
during the assessment of componentization of assets.

= Business Impaci:
~ Potential increase in manual effort to obtain detall required for tax calculations and reporting.




Impact Analysis

IFRS1
= |[FRS Impact:

— Guelph Hydro will be required to prepare an opening balance sheet as of January 1, 2010 in
accordance with IFRS.

~ Guelph Hydro has elected to use deemed cost to measure Property Plant and Equipment at
the date of transition.

- Guelph Hydro has decided that they will elect the transition date of January 1, 2010 as the
date when borrowing costs will be capitalized for IFRS.

- Guelph Hydro will elect exemption to apply IFRIC to account for assets contributed by
customer to the date of transition to IFRS.

— Guelph Hydro will elect the exemption for decommissioning liabilities to be included in PPE.

— Guelph Hydro will be electing to take optional exemption to recognize unrecognized gains
and losses for the Pension Plan on the IFRS transitions date (this policy will not be applied
retrospectively).

Exemption to not disclose historical/trend information of the defined benefit plan will be elected.




impact Analysis

IFRS1 (cont’d)

= System Impacts:

- Opening balances for January 1, 2010 will have to be broken out into more detail as required
for disclosure under IFRS

- Additional GL accounts that may have to be set up to record Unrecognized gains and losses
for Pension plan on transition date and to track Key Management Post Employment Benefits,
Contra amount for assets transferred from customers if treated as a deferred revenue,
Depreciation expense by function, Absence accrual, etc.

— Opening balances will have to be converted to IFRS through manual postings January 1,
period one in the SunGard system.

— If either the company code or account option is selected, both IFRS and CGAAP
financial in SunGard as of January 1, 2010

- Existing Balances will have to be reclassified to facilitate IFRS and CGAAP
reporting.
— IFRS opening balances will be posted in SunGard as of January 2010

- CGAAP adjustments will have o be posted manually to either additional company
codes or GL accounts;




Impact Analysis

IFRS1 (cont’d)

= System Impacts:

— lf the Transitional reporting option is selected, IFRS data will be booked in SunGard as of
January 1, 2011

- SunGard will continue to represent Canadian GAAP during 2010

— IFRS opening balances as of January 1, 2010 will be posted into Prophix (not
SunGard)

- Monthly IFRS adjustments will be posted to Prophix manually each month during the
transition year in 2010.

- IFRS opening balance will be posted to SunGard balances as of January 1, 2011

- For capital assets, IFRS adjustments will be posted manually to the asset subledger on
transition date once implemented.

- Borrowing costs policy will be adopted prospectively therefore no IFRS1 impact.
- Decommissioning liabilities may require additional accounts to be set up

= Business Impact:

~ Users will have 1o be trained in how o execute reports to obtain IFRS vs. CGAAP opening
balance information in Prophix and potentially the General Ledger.

~ Capital asset subledger will reflect IFRS upon transition. Accounting will need to manually
track adjustments required to ensure IFRS and CGAAP information is maintained.




impact Analysis

Consolidation
= |[FRS Impact:

- For the 2010 transition year, consolidated financial statements will have to be prepared for both
CGAAP and IFRS.

- IFRS differences noted in diagnostic have not been identified so existing consolidation process
will continue. |

= System Impact:
~ Regardless of the option and implementation strategy selected to handle IFRS;

— Prophix will need to be configured to contain the consolidated financial information for both
IFRS and CGAAP. Hierarchies for both IFRS and CGAAP reporting requirements will need
to be created in the system.

- Reports will need 1o be created to handle both IFRS and CGAAP reporting requirements.
— A process to enter both Canadian and IFRS eliminations will need to be configured.

— If additional accounts option is selected:

— If possible, validations may have to be configured and mainiained to ensure that each set of
accounts (IFRS and non IFRS) remains in balance.




impact Analysis

Consolidation (cont’d)

= Business Impact:
- Regardiess of the options selected to handle IFRS;

— Consolidation will have to be executed and validated for both IFRS and CGAAP for
transition year.

- Training wilt be required for the Financial Reporting team on new IFRS/GAAP hierarchies
and reporting changes.

- Additional time/effort will be required in the month end for the Financial Reporting team to
manually post all IFRS entries.

~ Additional reconciliation fime may be required due to complexity of additional manual
postings for IFRS.




Impact Analysis

Intercompany
« |FRS Impact:
- IFRS will not have an impact on inter-company transactions
~ Existing process to handle intercompany transactions will not change.

= System Impact
— Consolidation will now be entered into Prophix.

- Inter-company transactions will continue to be manually calculated but will be posted to Prophix
where the consolidation will be performed.

— There will not be any changes required to the SunGard system.

= Business Impact

- Consolidation will have to be executed and validated for both IFRS and Canadian GAAP for
during the transition year.

~ Training may be required for Financial Reporting team on new IFRS/GAAP hierarchies and
reporting changes in Prophix.




Impact Analysis

Related Party Disclosure
= [FRS Impact:

— Additional information must be disclosed with respect to related party transactions (e.g. details of
revenue, expenses, transactions with key management personnel, etc.) upon adoption of IFRS.

= System Impact:

- Guelph Hydro is currently able to obtain additional quantitative information from the system with
the exception of Post-Employment benefit amounts for Key managemeni. Additional GL
account may be required to track this information separately.

~ No additional reports will be required from the system.

= Business Impact:

~ Additional time/effort will be required in the month end for the Financial Reporting team to obtain
additional related party disclosure requirements for iFRS.

— Details to disclose Post-Employment benefits for key management would have {o be obtained
from the actuaries.




impact Analysis

Regulatory
IFRS Impact:

- IFRS impact on Rate Regulated accounting is dependant on the outcome of the Exposure draft
that has been proposed.

— Differences exist between the proposed standard and current Canadian accounting
treatment

— Capitalization of assets will be harmonized with IFRS.

= System Impact:
- Gurrently all Regulatory reporting is done manually outside the system

- No additional reports will be required from the system.

= Business Impact:

-~ Additional time/effort will be required to obtain information for Regulatory reporting as system will
be on an IFRS basis.

— When assessing the options, consideration should be made to assess if the implemented
solution could later be leveraged 1o hold regulatory reporting.




Impact Analysis

Reporting and Financial Statement Note Disclosure
= |[FRS Impact:

~ For the 2010 transition year, consolidated financial statements will have to be prepared for both
CGAAP and IFRS .

~ Disclosure requirements under IFRS are more extensive and Financial information is required to
be disclosed at a more detailed level than

- Guelph Hydro will require more financial information to comply with additional note disclosure
requirements for IFRS.

- Guelph Hydro will be required to prepare reconciliation reporis from IFRS to CGAAP to disclose
effects of transition in the notes to the financial statements.

— Continuity schedule for provisions must be tracked and disclosed in the notes
= System Impact:

— Additional accounts have to be set up in the system to track information at a more detailed level
for external reporting

~ Parallel set of accounts and corresponding retained earnings accounts will need to be

configured for CGAAP and IFRS (in Prophix or SunGard, depending on the implementation
option selected).




mpact Analysis

Reporting and Financial Statement Note Disclosure (cont’d)
= System Impact:
— New reports will need to be set up for IFRS and CGAAP reporting requirements.

- Accounts will need to be mapped to the new IFRS financial statements which will be
produced in Prophix

- Existing planning process will continue to meet requirements during transition year
— Upon adoption of IFRS, the planning process will need to be reviewed and possibly updated

— If the account option is selected;
— Additional accounts will have {o be set up to handie reporting for both IFRS and CGAAP

— Validations will have to be configured and maintained to ensure that each set of accounts
(IFRS and CGAAP) remains in balance and to avoid errors.
~ Authorization will have to be modified to restrict posting to CGAAP adjustment accounts.

- Hf the Parallel Company Codes option is selected,
— Additional company codes will have to be set up to track CGAAP adjustments.

~ Authorization will have to be modified to restrict posting to CGAAP company codes.




Impact Analysis

Reporting and Financial Statement Note Disclosure (cont'd)

= Business Impacit:
- Regardless of the option selected to handle IFRS;
- Additional time/effort will be required in the month end for the Financial Reporting team to
manually post all CGAAP adjustments during the transition year.
~ Additional effort o prepare reports upon adoption of IFRS

- During the transition year, period end will have to be executed for both IFRS and
CGAAP.

- Reconciliation reports between CGAAP and IFRS will have to be created for note
disclosure.

— Additional reconciliation time may be required due to complexity of additional manual
postings for IFRS

— If the Parallel Company Codes option is selected:

— Users outside of the finance organization may need to be trained on how to execute
CGAAP reports during the transition year.




High Level Summary of Sysiems impacis

Fixed Asseis

Configure/creaie asset classes for componentized assets. Implement hierarchy within
classes of components.

Create asset master records with applicable usefut lives/depreciation method.
Configure functionality to track adjustments required for IFRS (e.g. ARO,
impairments/Reversal of impairments, borrowing costs, eic.)

Re-configure and re-test activation of integration with the GL

Configure integration with work order system e.g. capitalization of burden

Configure depreciation to be allocated across functions.

Configure/test changes in useful lives/depreciation rates will be booked prospectively.
Configure and test functionality to handle transfers, write ups and write downs

Test functionality to report differences in capitalization

Configure system to handie retirement of fully depreciated assets from asset pools
Configure/test continuity schedule requirements by asset class

Configure system to track transferred assets from customers.

Create additional GL accounts to handle reporiing requirements for IFRS e.g. Asseis
transferred from customers, depreciation accounts, etc.

Create additional reports out of GIS to assist with asset componentization

Work Order

Configure integration of work order system with Fixed assets
Configure process 1o track Dismantling costs in work order system
Update burden rates for IFRS values

Additional reporis may be required from Work Orders or Projects to assist in calculation of

Burden differences under IFRS and CGAAP




High Level Summary of Systems Impacts

Purchasing
and Inventory
(Pl)

Configure Pl module to be integrated with the Asset 2 System to automatically post non-work
order assets.

General
Ledger

Set up additional General Ledger accounts to handle IFRS reporting in SunGard

-~ Divisions and department requirements to be considered in account creation to facilitate
management reporting.

Create additional financial statement versions/reports fo handie both IFRS and CGAAP
reporting in Prophix
Change security roles as required if company code or GL accounts option implemented.
If new accounts option is selected, design and test security or validations required to keep IFRS
and CGAAP accounts in balance and set up additional accounts to handle CGAAP
adjustments.
If additional company codes implemented, set up additional companies and configuration.
Test/support testing of reports
Prophix reports for GH to prepare consolidated financial statements for IFRS and CGAAP.







Summary of

Disclosure System Impacts

1 Reporting Entity = No impact on system.
2 Basis of Preparation « No impact on system.
3 Significant Accounting Policies = No impact on system.
4 Cash and Cash Equivalents = No system impact as information currently exists at the required level of

detail in the General Ledger.

5 Receivables

= Financial Information disclosed for Trade Receivables and Allowance for
impairment is currently fracked at the required level of detail in the
system. No system impact.

= Unbilled Revenue will be calculated manually offline and posted io the
system. Additional GL accounts may be required to track this
information.

= Other revenue will also contain Transfers of Assets from Customers
which will require additional GL accounis.

6 inventories

= Inventory consumed/expensed during the year will need to be disclosed
in the notes. Process {0 obtain this information is to be defined but will
likely be a manual calculation.

7 Property Plant and Equipment

= Asset 2 module will be configured and loaded with IFRS asset values as
of January 1, 2010.

= Fair Value of assets will not be disclosed and therefore will not need to
be tracked in the system.

"The following section was based on workshops reviewing the notes i the Draft Generic Hydro Electricity Distribution Inc. IFRS Mock-up Financial Statements prepared by KPMG




Sul

imary of Note Disclosure System Impacts

7 Property Plant and Equipment {cont'd) | = Cost and depreciation information disclosed in the continuity schedules
for asset and depreciation balances/additions/disposals and retirements
will be obtained from the Asset 2 system once implemented. Business
requirements will be defined to ensure disclosure requirements can be
met.

= Agsets will be componentized and set up in appropriaie asset classes for
disclosure requirements.

= Asset classes will need 1o be componentized in a way that depreciation
expense can be allocated across functions or aliernatively methodology
to allocate the costs to the flinctions will have 1o be developed.
Additional GL accounts will need to be created to track this information.

= Borrowing costs capitalized must be tracked in the asset system for
notes disclosure. The borrowing rate used will be obtained offline for
disclosure.

= Asset 2 system will be configured to track any impairment losses and
reversal of impairment losses that will be required for note disclosure.

= Optional note to disclose gross carrying amount of fully depreciated
property will not be disclosed in the notes 10 the financial statements.

8 intangible Assets = A separate asset class in Asset 2 will be created 1o track any Intangible
assets that arise.

= Cost and amortization information disclosed in the continuity schedules
for asset and amortization balances/additions/disposals will be obtained
from the Asset 2 system once implemented.

*The following section was based on workshops reviewing the notes in the Draft Generic Hydro Electricity Distribution inc. IFRS Mock-up Financial Statements prepared by KPMG




Summary of Note

Provisions

Disclosure System Impacis

= Provisions will be calculaied off line and posted manually in the system

= Additional GL accounts may be required to track additional information
required (i.e. Long Term/Short Term portions).

= Continuity schedules will be created manually as required for disclosure
in the notes, no system impact.

10

Income Taxes

= [nformation to be disclosed in the notes io the financial statements will
be created manually outside of the system, no system impact.

11

Consumer Deposits

= The information currently exists as required for disclosure in the notes to
the financial statemenis. Separate GL accounts for Customer and
Construciion deposits currently exist, no impact to system.

12

Finance Lease Obligation

= Not applicable as Guelph Hydro currently does not have any lease
obligations

« |[f Guelph Hydro were o enter into a lease agreement, the information
will be tracked manually and posied to the system as required.

13

Long-term Borrowings

= {pformation to be disclosed in the notes to the financial statements will
be created manually outside of the system, no system impact.

14

Short-term Credit Facilities

= Information fo be disclosed in the notes fo the financial statements will
be created manually outside of the system, no system impact.

15

*The follow

Employee Future Benefits

= Information disclosed relating to the pension plan and post retirement
benefit plans will be obtained from the actuaries.

= Assumption that existing reports provided to actuaries to calculate
pension amounts contain all necessary information for IFRS. Existing

ng section was based on workshops reviewing the notes in th
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Summary of Note Disclosure Sysiem Impacts

15 Employee Fuiure Benefits (cont’d) = Accounting adjustments for pensions and post retirement benefits will be

manually posted 1o the system.
= Additional general ledger accounts may be required to track additional
information for IFRS reporting/disciosure requirement.

16 Pension Plan = Amounts coniributed 1o OMERS currently exists in the system, no
system impact

= information to be disclosed on the surplus/deficit of the plan will be
obtained outsides of the system, no system impact.

17 Regulatory Assets and Liabilities = |f the Rale Regulated Activilies exposure draft is approved and
disclosure requirements in the note are required, the information will be
manually created offline, no system impact.

18 QOther Income = The information currently exists as required for disclosure in the notes to
the financial statements. Separate GL accounts currently exist at the
required detail, no impact to system.

19 Employee Benefits = Salary and wage information currenily exists in the system, no system
impact

= Contributions to multi-employer plan and expenses related to defined
benefit plan will be obtained from note 15 and 16 above.

20 Finance Income and Expense = Currently the information to be disclosed in the notes 1o the financial
statement exists in the General Ledger. Additional accounts may be
required to separate income and expense balances.

*The foliowing section was based on workshops reviewing the notes in the Draft Generic Hydro Electricity Distribution Inc. IFRS Mock-up Financial Statements prepared by KPMG




Summary of

21

Related Party Transactions

Note Disclosure System Impacts

Key Management personnel:

= Key management personnel information disclosed in the notes is
currently tracked by Guelph Hydro at the level required for IFRS note
disclosure with the exception of Post-Employment benefits.

= Details to disclose Post-Employment benefits for key management would
have to be obtained from the actuaries. GL may be required to
separately track amounts Post-Employment benefit amounts for key
management separately.

« Information will be obtained manually, no impact to system.

Transactions with the Parent/ Subsidiaries of the Gity:

= Information to be disclosed in the notes currently exist in the system and
will be obtained manually. No system impact.

22

Financial Instruments and Risk
Management

= Disclosure of financial instrument investments information will continue
to be tracked manually offline. No system impact.

s Financial information disclosed in credit risk section of note currently
exists in the systemn, and will be obtained manually. No impact to
system.

= Market risk disclosure, no system impact.

= Information for line of credit available disclosed under Liquidity risk will
be obtained offline. Information to confirm accounts payable information
currently exists, therefore no system impact.

» Capital disclosure information currently exists in the required detail in the
GL, no system impact.

*The following section was based on workshops reviewing the notes in the Draft Generic Hydre Electricity Distribution Inc. IFRS Mock-up Financial Statements prepared by KPMG




summary of Note Disclosure System Impacts

23 Commitments and Contingencies = Commitment and contingency information to be disclosed in the notes
will be tracked manually offline. No impact to the system.

24 Explanation of transition to IFRS » Information contained in the note will be obtained through financial
statements in Prophix for IFRS and CGAAP and through manual
calculations.

= A custom reports and reconciliations will not be created to automatically
provide the information to be included in the note as it will only be
required during the transition year.

- Additional time/effort will be required at year end for the accounting group 1o prepare the additional IFRS note
disclosure (will likely add a few days effort).

+ Specific challenge to maintain the close process timing in 2011 due to the increased manual effort to prepare the 2011
explanations of transition to IFRS disclosure required. Further analysis prior to cutover to assess the impact of the
increased activity/effort during the already busy normal year end close to determine if additional assistance may be
required for the fiscal close and year end audit. This increased effort will only be required for the 2011 reporting period.

*The following section was based on workshops reviewing the notes in the Draft Generic Hydre Electricity Distribution Inc. IFRS Mock-up Financial Statements prepared by KPMG







GHIIFRS IT Impact Assessment

ecision Log

1. | Note Disclosures GHI will not be preparing optional notes to disclose FMV of assets under IFRS, Mike Koktan
therefore tracking of FMV of assets in the system will not be required.

2. PP&E ARO's will be tracked for the generating company offline and manually posted to | Kendra Moffat
ihe system. This information will have 0 be tracked separately.

3. PP&E Review of asset lives/depreciation methods will be done off line. Changes io Kendra Mofiat
method/lives of an asset will be updated in the system and must be applied on a
prospective basis.

4, | PP&E Overhauls will be tracked as a separaie component in the asset class. Kendra Moffat

5. PP&E Impairments will be calculated off line manually posted fo the system. These Kendra Moitfat
amounts will have io be tracked separately in the system.

6. PP&E Additienat GL accounts will be required to track revenue from contributed capital. | Kendra Moffat

7. PP&E GH will use deemed cost (NBV will become new cost under IFRS) Kelly Bonds

8. PP&E Fixed assets will have to be tracked for both OEB and IFRS. OEB data wilf be Kendra Moffat
tracked manually offline while IFRS data will be maintained in the system that is
to be implemented.

9. PP&E {FRS values for Fixed assets will be obtained from the system for 2010. Kendra Moffat

10. | PP&E As of Jan 2011, actual depreciation will be posted by the system each month Kendra Moffat
instead of manually posting budget amount P1-11.




GHI IFRS IT Impact Assessment Decision Log

1. | PP&E IFRS adjustments related to burden for 2010 will be calculated off line and Kendra Moffat
posted manually to the A2 system. The 2010 burden rates will continue 1o
represent CGAAP where as the 2011 burden rates will reflect IFRS.

12. | PP&E Borrowing costs to be capitalized will be calculated manually offline and posted Kendra Moifat
manually o the Fixed Asset system {once implemented).

13. | PP&E GH not require a change in depreciation method for IFRS and will be using Kendra Moffat
straight fine depreciation.

14. | PP&E Scrap or residual values for smaller items will be booked manually to the fixed Kendra Moffat
asset system. Functionality to automate this for larger items should be
configured in the FA system

15. | PP&E Prior periods in the system will be opened to post IFRS adjustments for Kendra Moffat
conversion. TBA

16. | PP&E IFRS balances will be loaded January 1, period one of the system conversion Kendra Moffat
year.

17. | PP&E Currently no capital leases will have to be set up upon adoption of IFRS. Asset Kendra Moffat
class for capital leases should be set up.

18. | PP&E Straight Line Depreciation will be used for all asset classes under IFRS Mike Koktan and

Kendra Moffat

18. | PP&E Consistent with existing process, major Spare Parts in the inventory general Mike Koktan and
ledger account wili be manually re-classed to assets and depreciated. Kendra Moffat

18. | PP&E A utility represents as one CGU and this will apply to GHI Matt Betik

21. | PP&E Reports wili need to be created from GIS with details of asset listing for Kendra Moffat
componentization exercise.




Prophix will be implemented to prepare IFRS the Balance Sheet and income Statements. Portions

22. | General Financial Mike Koktan
Staterment Topic of the Statement of Cash Flow and Statement of Changes in Equity will be popuiated as well.

23, | Note Disclosure Property Plant and equipment information required for note disciosure wilt be obtained from the Kendra Moffat
asset module {0 be implemented.

24. | Note Disclosure Optional note to disclose fully depreciated assets will not be included in GHI’s financial statements. | Mike Kokian

25. | General Financial | Depreciation will be allocated across functions in the income statement. Mike Koktan

Statement Topic

26. | Note Disclosure Transition to IFRS report: Due to the short time when this report will be required, a custom report Kendra Moffat
will not be required. Assume that the information required can be obtained using various financial
statement reports and the formatting and input of values for the report will be manually done.

27. | Note Disclosure Exemption to prospectively capitalize interest on Borrowing costs will be elected and borrowing Kendra Moftat
costs will be capitalized commencing January 2010 for IFRS only (not CGAAP).

28. | Note Disclosure Exception to apply IFRIC 18, transfer of assets from customers wilt be elected and applied Kendra Moffat
beginning January 2010 (not retrospectively). Balances in the contra account will be moved to
deferred revenue.

29. | Note Disclosure Decommissioning Liability exemption will be elected and liabilities will be measured at the date of Kendra Moffat
transition, January 2010.

30. | Note Disclosure Cumulative actuarial gains and losses will be recognized in full at date of transition, exemption will | Kendra Moffat
be elected. These adjustments will be handled using GL accounts and manual journals.

31. | Note Disclosure Exemption to not disclose historical/irend information will be elected and amounts from date of Kendra Moffat
transition will be disclosed — no system impact.

32. | PP&E Accretion of ARO will be tracked offline and manually posted to the system by journal entry to the Kendra Moffat

system (additional interest account will be required to capture the costs)




GHI IFRS IT Impact Assessment

33. | Employee Benefits Accrual for sick days will be required upon adoption of IFRS. New GL accounts will be set up to Kendra Moffat
track the costs. Cumulative gains and leses will be recognized in income prospectively. Amounts
will be manually posted to the system based on actuarial information.

34 | Employee Benefits Additional reports may be required for actuarial assessment of sick days. Kendra Moffat

35. | PP&E IFRS adjustments required for changes to burden rate for 2010 will be manually tracked and posted Kendra Moffat
to the system. The system will continue to post burden on a CGAAP basis for 2010,

36. | Employee Benefits Calculations of Pension, Post Retirement Benefits, Future Employee Benefits will be calculated by Mike Koktan
the actuaries and manually posted into the system. New GL may be required.

37. | Employee Benefits There will not be any changes to the reportsfinformation provided to the actuaries for pension and Kendra Moffat
henefit calculation and therefore no additional effort should be included in the estimates.

38. | General Financial For consolidations, GHI will obtain the financial statement reports in Prophix and manually eliminate | Mike Koktan

Statement Topic any irtercompany values. Prophix will hold the consolidated financial statements for IFRS.

39. | Miscelianeous Assume that budgeting process for 2011 will not require any system changes due to IFRS. Kelly Bonds

40. | Revenue There is no impact of Commeodity/income Tax requirements in the system due to IFRS. Amounts Mike Kokian
would be manually posted o existing accounts.

4. | Miscellanecus Accounts Receivable are currently tracked as required for IFRS. No impact to system. Kendra Moffat

42. | PP&E Componentized assets will represent asset classes in system for IFRS. Mike Koktan

43. | Contingency Assets | If required, commitment and contingency information will continue to be tracked offline Kendra Moffat

& Liabilities

44, | Miscellaneous Information 1o be disclosed for Related party transactions is currently available in the system and no | Kendra Moffat
changes will be required.

45. | Employee Benefits Management personnel information will be obtained manually via reporiing using information from Kendra Moffat
HR. There is no system impact.
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46. | PP&E If intangible assets arise that are required for reporting they will be manually post to Kendra Moffat
the system 10 a separate asset class. Additional GL accounts will need to be set up.
47. | Provisions Tracking of movement type of provisions required for note disclosure will be done Kendra Mofiat
manually offline.
48. | Revenue Current revenue information is broken down as required for IFRS, no system Mike Koktan
changes will be required. Contributed capital will likely be grouped in Other
Revenue.
48, | PP&E Calculations and postings for third party compensation for damaged assets will be Kendra Moftat
done manually.
50. | Regulatory Assets/ | Existing process o book regulatory assets and liabilities will continue and Mike Kokian
Liabilities adjustments fo properly classify for IFRS wilt be posted manually as required.
51. | Reguiatory Assets/ | GHI measure its regulatory assets and liabilities manually and does not need to Mike Koktan
Liabilities track anything additional in the system upon adoption of IFRS







Assumptions — Planning and Resources

B

Changes to documented IFRS system assessment decisions may impact the
lmﬁlementatlon time lines, as stated within this analysis.

Other projects that are being implemented at the same time as the IFRS
implementation could impact the timelines of the IFRS project. Guelph Hydro IFRS
Project l\élanager must ensure overall integration plan is in place and is proactively
managed.

No costs have been factored in for internal or external audit review and participation.
The budgetary numbers provided are for your planning purposes only and do not
constitute a firm estimate or a committed price. The estimated schedules provided are
for your planning purposes only and do not constitute committed schedules.
Budgetary numbers provided are based on Time and Materials delivery approach.
The implementation effort and schedule for these types of projects may vary
significantly based upon the scope of the implementation.

Certain critical business decisions and policy determination will be made on a timely
basis in accordance with the project plan. Unforeseen delays to such decisions may
impact the project schedule.

As the logic in the Chart of Account (COA) for Department and Division is not
standardized for all accounts, additional effort may be required from Prophix to map
reports logic

Participation of and access to key Guelph Hydro resources will be provided as
required during the implementation and users must be available during testing.

The estimated effort is based on result of the impact analysis workshops held between
March 27¢, 2010 and March 19t 2010.

All resources are available as per the staffing plan.

Guelph Hydro will have identified required IFRS data (e.g. GL Account Names, Asset

Classes, etc) prior to, or at the initial stage of, project Blueprinting.






lequirements — Asset 2 Implementation

1. System needs t¢ be able to handle a change in useful/ residual life for a pooled asset

2, System should be able to handle any changes in scrap or residual values specifically for larger items

3. Requirement fo have hierarchy within assets (parent child relationship)

4. Need to validate that asset module will not recalculate the historical values of the asset pools

5. Roll up/hierarchy of assets is required

B. Impairments will have te be tracked in the asset system once implemented,

7. System needs the functionality to track type of adjustments by asset pool

8. ARO’s will have to be tracked by the system by asset class

9. Changes to useful life/deprecation of an asset will have to be calculated by the system on a prospective basis.

10. | Asset system will provide the information in Note 7 (additions, transfers, disposals/retirements, impairment losses, etc) by asset
class/ headings

11. Depreciation broken down by the categories on page 25 of the Mock Statements (Cost of electricity sold, Distribution expenses,
Administration expenses, Billing and collection). Asset classes and deprecation accounts need o be created in order to facilitate
this requirement

12. | Guelph Hydro has no material intangible assets currently but need asset class for intangible assets in the future (Silver Spring —
smart meters in 2010)

13. Reports will be required to track Coniributed Capital to be posted to revenue.

*The following information was based on system impact workshop discussions and is provided as reference material.

IFRS Sﬁs =1




2010 IFRS Adjustments

= Guelph Hydro should define a process and begin to track the following
IFRS adjustments for 2010:

~ Contributed Capital/Assets transferred from Customers

- Differences to capitalization based on IFRS burden rates

- Borrowing Costs 1o be capitalized

- Employee Benefits (Pension and Post Employment Benefits)
- Compensated Absence accruals (i.e. Sick Pay)

- IFRS Depreciation Expense allocated across functions
- Asset Additions and disposals by component
— Additional provisions if required for IFRS

~ Continuity Schedule for Provisions
- Inventory consumed/expensed (not capitalized)
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Background

= Materials leveraged as part of this assessment
- KPMG’s IFRS Conversion Impact Assessment Draft — September 15, 2009

- KPMG’s IFRS Implementation for LDCs EDA Finance and Corporate Issues Council Forum —
October 8, 2009

- KPMG's IFRS Generic Hydro Electricity Distribution Inc. Mock Up Financial Statements -
December 31, 2010 and December 31, 2011

— Guelph Hydro’s IFRS IT Assessment Decisions Document

— Guelph Hydro’s Accounting Policy Workshops
~ IFRS Policy Workshop Facilitation Spreadsheet

- IBM IT Assessment workshops conducted with Guelph Hydro:
~ Detailed on the following slides




IFRS Diagnostic®

‘orkshop Schedule

PP&E - Valuation

Expense, Depreciation)

{Borrowing Cost, Burden, Capital vs.

Tuesday March 2, 2010
10:00 AM - 12:00 PM

lan Miles, Dan Amyot, Kelly Bonds, Mike Joaquin,
Kendra Moffat, Matt Betik, Jacaueline Gama, Grant
Rutherford, Amit Bedi

PP&E — Classification
(Componentization, Major/ Minor
Spare Parts)

Wednesday March 3, 2010
10:00 AM - 12:00 PM

lan Miles, Dan Amyot, Arlen Molyneaux, Kelly
Bonds, Kendra Moffat, Mike Koktan, Matt Betik,
Jacqueline Gama, Grant Rutherford, Amit Bedi

PP&E — Adjustments
{Impairment, Derecognition/

Dismantlement, Contributed Capital)

Thursday March 4, 2010
10:00 AM - 12:00 PM

Dan Amyot, Kelly Bonds, Mike Koktan, Kendra
Moffat, Jacqueline Gama, Grant Rutherford, Amit
Bedi

Regulatory Accounting, Revenue

Tuesday March 9, 2010
10:00 AM —~ 12:00 PM

Dan Amyot, Kelly Bonds, Mike Koktan, Cristine
Birceanu, Matt Betik, Siddarth Agarwal, Jacqueline
Gama, Grant Rutherford, Amit Bedi

Financial Reporting

Tuesday March 9, 2010
1:00 AM — 4:00 PM

lan Miles, Dan Amyot, Kelly Bonds, Kendra Moffat,
Mike Koktan, Matt Betik, Siddarth Agarwal,
Jacqueline Gama, Grant Rutherford, Amit Bedi

IFRS1, Provisions, Contingent
Liabilities/ Assets, Employee
Benefits, Other Standards)

Thursday March 11, 2010
10:00 AM — 12:00 PM

Kelly Bonds, Kendra Moffat, Dan Amyot, Matt Betik
Jacqueline Gama, Grant Rutherford

3

Final Wrap Up/ Follow Up

Thursday March 18, 2010
10:00 AM - 12:00 PM

Kelly Bonds, Cristine Birceanu, Mike Koktan, Dan
Amyot, Jacqueline Gama, Gran{ Rutherford, Amit
Bedi

Final Wrap Up/ Follow Up

Friday March 19, 2010

Kendra Moffat, Jacqueline Gama




The rationale 1o implement in system

= SunGard is Guelph Hydro's primary Financial General Ledger, which
stores and reports transactions that may be impacted by IFRS. The
preferred approach is to ensure appropriate IFRS capabilities in the
system, given that:
- Maintaining audited financial information in one system of record (One Version of the Truth)
is good praciice

— IFRS changes implemented on the system will reduce ongoing manual effort, and most of
these changes will be used beyond the transition year.

— Guelph Hydro would be able to produce IFRS and CGAAP Financial Statements from the
system (through Prophix}, which will provide a better level of control, accuracy and efficiency

= Performing financial adjustments and preparing financial statements
manually, using a manual process or spreadsheets has a number of
shortcomings
~ Higher risk of errors

- Higher effort and oversight required to maintain the required audit trails, increasing the overall
audit effort or control testing costs

— Potential impact on employee workload, efficiency and the overall organization
— Less time available for analyzing financial information
~ Potentially longer cycle time for month-end close effort with IFRS requirements




System Overview — Current System
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System Overview — Transition Sysiem
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System Overview — Steady State IFRS Reporting
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Disclaimer

This IFRS conversion impact assessment report is provided to Guelph Hydro Inc. {"GHI") pursuant to our engagement letter, and is subject in alt
respects to the terms and conditions of that engagement letter, specifically:

L

Our services under this engagement are not intended to be an audit, examination, attestation, speciat report or agreed-upon procedures
engagement as those services are defined in the CICA Handbook applicable to such engagements conducted by independent auditors. Accordingly,
our services for this engagement will not result in the issuance of a written communication to third parties by KPMG directly reporting on financial
data or internal control or expressing a conclusion or any other form of assurance.

This engagement contemplates providing general advice on the application of IFRS.

The deliverables presented as part of this engagement are for the internal use of GHi management, the Audit Committee, and Board of Directors.
GHI acknowledges and understands that any use of the deliverable by a third party in subsequent phases of GHI's IFRS conversion project, will first
require an indemnification to be provided to KPMG by GHI and the third party. We disclaim any responsibility or liability for iosses, damages, or
costs incurred by anyone as a result of the unauthorized circulation, publication, reproduction, or use of our deliverables contrary to the provisions of
this letter. Qur deliverables will reflect our observations as of the date of our report.

There is no guarantee that all accounting and disciosure differences will be identified in our report. Certain accounting and disclosure differences
can be identified only by detailed review of fransaction contracts and other underlying documentation.

Actions and decisions taken by GHI based on recornmendations and analysis provided by KPMG during the course of this engagement remain the
responsibility of GHI's management.

GAAP and IFRS pronouncerments and applied interpretations are subject to revision by the respective authoritative accounting bedies in Canada and
by the International Accounting Standards Board (“IASB"). Accounting advice provided by KPMG will be based on our understanding of current
pronouncements and interpretations at the time and such advice may therefore change materially in response to subseguent changes or, revisions
0, the pronouncements or interpretations.

Each accounting gap identified in the “Summary of Key Findings” tables will need resolution in the next phase of GHI's project. The section entitled
“Considerations for Next Phase” identifies some specific considerations or activities in the next phase, but is not an exhaustive list. Management
must use their discretion in identifying all activities that are necessary to determine IFRS consistent accounting policies, resolve business and
training issues and design systems, processes and controls that are needed to obtain the data required to prepare {FRS financial statements.

© 2009 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG Intemnational, a Swiss cooperative, All rights reserved. Printed in Canada.



KPMG LLP Telephone  (519) 747-8800
115 King Street South Fax {519) 747-8830

2" Floor Internet www.kpmg.ca
Waterloo, ON, N2J 5A3

PRIVATE & CONFIDENTIAL

Mr. fan Miles
395 Southgate Drive
Guelph, ON N1G 4Y1

September 15, 2008
Dear Mr. Miles,

KPMG LLP has appreciated the opportunity to assist Guelph Hydro Inc. {“GHI"} in the conduct of the Detailed Assessment Phase of vour IFRS Project. As part of the
Deiailed Assessment Phase deliverables, we present to you herein the IFRS Conversion Impact Assessment as of August 37, 2009 in accordance with our terms of our
engagement letter including its Standard Terms and Conditions.

This report is designed to meet GHI's objective of examining its accounting policies and procedures to determine key differences between IFRS and GHI's current practices
in order to formulate and construct an IFRS transition plan. This analysis was done by performing the detailed systematic accounting gap analysis between GHi's application
of Canadian Generally Accepted Accounting Principles {” Canadian GAAP” or “CGAAP™) and International Financial Reporting Standards {"IFRS"); specifically by:

- addressing accounting policy changes that must be applied retrospectively or prospectively.

- assessing the impact the accounting changes may have on GHI's policies, procedures and information technoiogy and data systems.

- identifying the impacts 1o systems, processss, business and people.

© 2009 KPMG LLP, a Canadian limited liability partnership is the Canadian member firm of KPMG network
of independent member firms affiliated with KPMG International, a Swiss coopetative. KPMG Canada provides services to KPMG LLP.
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Disclaimer

This IFRS conversion impact assessment report is provided to Guelph Hydro Inc. {"GHI") pursuant 1o ocur engagement tetter, and is subject in all
respects to the terms and conditions of that engagement letter, specifically.

&

Our services under this engagement are not intended 1o be an audit, examination, attestation, special report or agreed-upon procedures
engagement as those services are defined in the CICA Handbook applicable to such engagements conducted by independent auditors. Accordingly,
our services for this engagement will not resuit in the issuance of a written communication fo third parties by KPMG directly reporting on financial
data or internal controt or expressing a conclusion or any cther form of assurance.

This engagement contemplates providing general advice on the application of IFRS.

The deliverables presented as part of this engagement are for the internal use of GHI managament, the Audit Commitiee, and Board of Directors.
GH| acknowledges and understands that any use of the deliverable by a third party in subsequent phases of GHI's IFRS conversion project, will first
reguire an indemnpification 1o be provided 1o XKPMG by GHI and the third party. We disclaim any responsibility or lizbility for losses, damages, or
costs incurred by anyone as a resuit of the unauthorized circulation, publicaticn, reproduction, or use of our deliverables contrary to the provisions of
this letter. Qur deliverables will reflect our observations as of the date of cur report.

There is no guarantee that all accounting and disciosure differences will be identified in our report. Certain accounting and disclosure differences
can be identified only by detailed review of transaction contracts and other underlying documentation.

Actions and decisions taken by GHI based on recommendations and analysis provided by KPMG during the course of this engagement remain the
responsibility of GHi's management.

GAAP and IFRS pronouncements and applied interpretations are subject to revision by the respective authoritative accounting bodies in Canada and
by the International Accounting Standards Board ("IASB"). Accounting advice provided by KPMG will be based on our understanding of current
pronouncements and interpretations at the time and such advice may therefore change materially in response to subsequent changes or, revisions
10, the pronouncements or inferpretations.

Each accounting gap identified in the “Summary of Key Findings” tables wiil need resolution in the next phase of GHI's project. The section entitled
“Considerations for Next Phase” identifies some specific consideraticns or activities in the next phase, but is not an exhaustive list. Management
must use their discretion in identifying all activities that are necessary to determine IFRS consistent accounting poiicies, resolve business and
training issues and design systems, processes and centrols that are needed to obtain the data required 1o prepare IFRS financial statements.

© 2009 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member
firms affiliated with KPMG International, a Swiss cooperative. All rights reserved. Printed in Canada.



KPMG LLP Telephone  {519) 747-8800
115 King Street South Fax {519) 747-8830

2" Floor internet www. kpmg.ca
Waterioo, ON, N2J BA3

PRIVATE & CONFIDENTIAL

Mr. lan Miles
395 Southgate Drive
Guelph, ON N1G 4Y1

September 15, 2009
Dear Mr. Miles,

KPMG LLP has appreciated the opportunity to assist Guelph Hydro Inc. ("GRI"} in the conduct of the Deteiled Assessment Phase of your IFRS Project. As part of the
Detailed Assessment Phase deliverables, we present to you herein the IFRS Conversion impact Assessment as of August 31, 2009 in accordance with our terms of our
engagement letter including its Standard Terms and Conditions.

This report is designed to meet Ghil's objective of examining its accounting policies and procedures to determine key differences between IFRS and GHI's current practices
in order to formulate and construct an IFRS transition plan. This analysis was done by performing the detailed systematic accounting gap analysis between GHI's application
of Canadian Generally Accepted Accounting Principles {” Canadian GAAP” or “CGAAP") and International Financial Reporting Standards {"IFRS"); specifically by:

- addressing accounting policy changes that must be applied retrospectively or prospectively.

- assessing the impact the accounting changes may have on GHI's policies, procedures and information technology and data systams.

—  identifying the impacts to systems, processes, business and people.

© 2009 KPMG LLP, a Canadian limited liability partnership is the Canadian member firm of KPMG network
of independent member firms affiliated with KPMG International, a Swiss cooperative. KPMG Canada provides services to KPMG LLP.
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Disclaimer

This IFRS conversion impact assessment report is provided to Guelph Hydro Inc. ("GHI") pursuant to our engagement letter, and is subject in all
respects to the terms and conditions of that engagement letter, specifically:

Qur services under this engagement are not intended to be an audit, examinaticn, attestation, special regort or agreed-upon procedures
engagement as those services are defined in the CICA Handbock applicable to such engagements conducted by independent auditors. Accordingly,

our services for this engagement will not result in the issuance of a written communication to third parties by KPMG directly reporting on financial
data or internal control or expressing a conclusion or any other form of assurance.

This engagement contemplates providing general advice on the application of IFRS.

The deliverabies prasentad as part of this engagement are for the internal use of GH| management, the Audit Committee, and Board of Directors.
GH| acknowtedges and undersiands that any use of the deliverable by a third party in subsequent phases of GHi's IFRS conversion project, will first
require an indemnification to be provided to KPMG by GHI and the third party. We disclaim any responsibility or liability for losses, damages, or
costs incurred by anyone as a result of the unauthorized circulation, publication, reproduction, or use of our deliverables contrary 1o the provisions of
this letter. Our deliverables will reflect our observations as of the date of cur report.

There is no guarantee that all accounting and disclosure differences witl be identified in our report. Certain accounting and disclosure differences
can pe identified only by detailed review of transacticn contracis and other underiying documentation.

Actions and decisions taken by GHI based on recommendations and analysis provided by KPMG during the course of this engagement remain the
responsibility of GHI's management.

GAAP and IFRS pronouncements and applied interpretations are subiect to revision by the respective authoritative accounting bodies in Canada and
by the international Accounting Standards Board ("IASB"). Accounting advice provided by KPMG will be based on our understanding of current

pronouncements and interpretations at the time and such advice may therefore change materially in response to subseqguent changes or, revisions
1o, the pronouncements or interpretations.

Each accounting gap identified in the " Summary of Key Findings” tables will need resolution in the next phase of GHI's project. The section entitled
“Considerations for Next Phase"” identifies some specific considerations or activities in the next phase, but is not an exhaustive list. Management
must use their discretion in identifying all activities that are necessary to determine {FRS consistent accounting policies, resolve business and
training issues and design systems, procasses and controls that are needed to obtain the data required to prepare {FRS financial statements.

© 2009 KPMG LLP, 2 Canadian limited liability partnership and a member firm of the KPMG network of independent member

m firms affiliated with KPMG International, a Swiss cooperative. Al rights reserved. Printed in Canada.



KPMG LLP Telephone {518} 747-8800
115 King Street South Fax {519) 747-8830

2" Fioor internet www. kpmg.ca
Waterloo, ON, N2J BA3

PRIVATE & CONFIDENTIAL

Mr. fan Miles
395 Southgate Drive
Guelgh, ON N1G 4Y1

September 15, 2009
Dear Mr. Miles,

KPMG LLP has appreciated the opportunity to assist Guelph Hydro Inc. {"GHI") in the conduct of the Detailed Assessrment Phase of your IFRS Project. As part of the
Detailed Assessment Phase deliverables, we present to you herein the IFRS Conversion Impact Assessment as of August 31, 2069 in accordance with our terms of our
engagement letter including its Standard Terms and Conditions.

This report is designed to meet GHI's objective of examining its accounting policies and procedures to determine key differences between IFRS and GHI's current practices
in order to formulate and construct an {FRS transition plan. This analysis was done by performing the detailed systematic accounting gap analysis between GHI's application
of Canadian Generally Accepted Accounting Principies (“Canadian GAAP” or "CGAAP") and International Financial Reporting Standards {“iFRS"): specifically by:

- addressing accounting policy changes that must be appiied retrospectively or prospectiveiy.

- assessing the impact the accounting changes may have on GHI's policies, procedures and information technoiogy and data systems.

-~ identifying the impacts to systems, processes, business and people.

It has been our privilege to have this opportunity to work with your team and we look forward to continuing to serve GHI through the next phases of your iFRS project.  if
you have any questions or would like to discuss our final report further; please contact Matthew Betik at (519) 747-8245.

Yours very truly,

Matthew Betik, CA
Associate Partner

© 2009 KPMG LLP, a Canadian limited liability partnership is the Canadian member firm of KPMG network
of independent member firms affiliated with KPMG International, a Swiss cooperative. KPMG Canada provides services to KPMG LLP.
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Introduction

Beginning with the financial year 2011, GHl is required to prepare its financial statements in accordance with international Financial Reporting Standards
("IFRS). Therefore, management of GH! initiated a project for the conversion from Canadian Generally Accepted Accounting Principles {"CGAAP") to
IFRS.

In December 2008, KPMG was engaged to assist management with this conversion project.

Working in conjunction with key management, KPMG has completed a detailed systematic gap analysis of the accounting and reporting differences
between CGAAP and IFRS, and has considered the potential high level impact of the differences on GHI's IT systems and business processes, and iis
personnel. Our key findings are presented in this report. We have also included as an Appendix, our completed draft Accounting and Disclosure matrix
{downloaded word-processor version for ease of review}. This sets out the detailed requirements of IFRS along with a comparison to the current
applications of CGAAP by GHI.

This report substantially completes phase 2 of the conversion project.

in preparing this report KPMG has completed the following:

o Held a kick off session heid with key management personnei to raise awareness of key project issues.
¢ Compieted awareness training in IFRS requirements provided through the Quick Scan.

e Compieted an initial draft of the Accounting and Disclosure Matrix based cn notes to your financial statements, our audiz files, and our
understanding of your business, operations and processss,

¢ Conducted various interviews with key finance and business personnel to gather information and assess GHI's current application for COAAP
against the IFRS reguirements.

» Conducted a review with GHI management focused on key business processes that wouid be impacted by {FRS.

s Met with the representatives from [nformation Technology ("IT") to assess the high level impact of accounting and reporting differences on 1T
systems and business processes.

o Substantially completed a final draft of the Accounting and Disciosure Matrix and documented GHI's current application of CGAAP.

We have not considered accounting for income taxes as part of this engagement as the income tax standards under IFRS are expected to change prior
1o the conversion date.



Our assessment is based on IFRS standards and regulatory reperting requirements in place as at August 31, 2009. We note, however, that there are
several areas of IFRS that are subject to future amendment by the IASB. The anticipated future changes are particularly challenging in that should the
revisions to any of the proposed standards be approved during GHI's period of IFRS conversion, this will impact the results and findings of the detailed
assessment. Therefore, itis critical that GHI stays abreast of the {FRS developments and establishes processes to manage all future changes.

GHI will prepare their financial report under IFRS for the first time for the year ended December 31, 2011, with comparatives required to be rastated. As
a conseguence, GH! will be required to prepare an opening balance sheet at January 1, 2010, in accordance with IFRS.

In the preparation of this opening balance sheet, GHI must adopt those standards and those accounting policies that will be effective for the first annual
IFRS financial statements. Any adjustments arising from the restatement of the opening balance sheet are recognized directly in retained earnings, or if
appropriate, another component of equity.

Under IFRS 1, retrospective application of IFRS accounting policies as at January 1, 2010 is required for most balances. However, upon first time
adoption there are a number of exceptions to this general rule and certain elections provide GHI with a range of options.

An analysis of the key exceptions and elections under IFRS 1 that are available to GHi are set in the relevant “First time adoption of IFRS - {FRS 1*
section. We have not highlighted those options (either elective or mandatory) that are not believed to be applicable to the Company.

The next phase of GHi's IFRS conversion project should take into account the following planning considerations:

« Consider the elective exemptions applicable to GHI in conjunction with the related accounting and reporting topic areas.
s Strategize and decide on which exemptions to apply.

Be ready to apply mandatory exceptions.

Decide how GHI wiit design and implement the parallel system that will run for the 2010 comparative year.

"Prepare the opening balance sheets as at January 1, 2010 and the IFRS 1 disclosures.

® & @

The next phases of the conversion project, Design and Implementation, will be challenging. The focus of the design phase should be to build the tools
required for the conversion based on management’s decisions around accounting policy choices and related disciosures both at the transition date
{January 1, 2010) and on an ongoing basis. This will involve the interpretation of accounting policy principles to support accounting policy decisions and
the quantification of the impact of such choices and decisions. in addition, this phase involves designing the new business processes and IT systems
{as applicable} in order 1o capture new data, and carry out reporting procedures.

We lock forward to working with you through the next phase of this project.

LW



Executive Summary

This report summarizes the key findings from our detailed impact assessment. We have summarizad, by topic area, the key accounting and reporting
gap differences and the impact that each key difference has on GHI's current accounting policy, 1T and processes, other business areas and people.

Included in each topic area is also an analysis of the available accounting policy choices and options under IFRS. In addition, we have highlighted
specific considerations for the next phase of this project.

There is considerable uncertainty with respect to rate regulated accounting. This standard is under development by the |1ASB and wili address
accounting for regulatory assets and liabilities. An exposure draft was issued on July 23, 2009. The exposure draft proposes standards for accounting
for regulatory assets and liabilities, addresses transition issues and provides some relief for differences between {FRS and current accounting practices.
It is expected that the standard will also address transition issues and differences arising in various other standards such as PP&E. It is not known
whether this standard will eliminate all differences, some differences or whether al differences will have to be quantified and presented as a regufatory
asset o liability. The exposure draft ("ED") did not receive 100% approval of the IASB board. The new standard is not expected to be approved and
issued until June 2010 and it may change considerably prior to being issued in final form. Management will need to continue to monitor the status of
this project and build flexibility into the IFRS conversion project plan. In this report, we have identified the existing differences between IFRS and GHI's
accounting policies. The ED may impact these differences. We have described the expected impact of the proposais in the ED in the section of this

report titled "Regulatory Accounting”. GHI will have to monitor the IASB Rate-reguiated Activities project and applicable OEB responses, and consider
the expected impacis on this conversion project.



In summary, the conversion to IFRS will have a high impact on GHI. The conversion wili result in significant accounting policy changes with resulting
impacts for iT systems and business processes. This Is summarized in the figure below:




Summary of Key Findings

1. First time adoption of IFRS - IFRS 1

GHI will prepare its financial report under [FRS for the first time for the vear ended December 31, 2011, with comparatives reqguired 1o be restated. Asa
consequence, GHI will be required to prepare an opening balance sheet at January 1, 2010 in accordance with IFRS.

In the preparation of this opening balance sheet, GHI must adept those standards and those accounting policies that wili be effective for the first annual
IFRS financial statements. Any adjustments arising from the statement of the opening balance sheet is recognized directly in retained sarnings, or if
appropriate, ancther component of equity.

Under iFRS 1, retrospective application of IFRS accounting policies as at January 1, 2010 is required for most balances. However, upon first time
adoption there are a number of exceptions 1o this general rule and certain efections provide GHI with a range of options.

An analysis of the key exceptions and elections available to GHi is set out in the following table. We have not highlighted those options (either elective
or mandatory) that are not believed to be applicable 1o GHI.

The next phase of GHI's IFRS conversion project should take into account the foliowing planning considerations:

¢ Consider the elective exemptions applicable to GHi in conjunction with the related topic areas discussed below.
e Strategize and decide on which exemptions to apply.

+ Be ready to apply mandatory exceptions.

¢ Decide how GHI will design and implement the parallel system that will run for the 2010 comparative year.

¢ Prepare the opening balance sheet as at January 1, 2010 and IFRS 1 disclosures.



First time adoption of IFRS - {FRS 1 {continued)

Elective Exemptions

Property, Plant and
Equipment

Fair Value or
revaluation as
“Deemed Cost”
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Firstt adoption of IFRS -~ IFRS 1 (continued)

Property, Plant and
Equipment

Proposed exemption
Net Book Value as
Deemed Cost

Property, Plant and
Equipment

Borrowing Costs

11
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First time adoption of IFRS - IFRS 1 {continued)
Property, Plant and
Equipment

Transfers of Assets
from Customers

Property, Plant and
Equipment

Decommissioning
Liabilities

Employee Benefits

Actuarial gains/losses




First i adoption of IFRS ~ IFRS 1 {continued)

Employee Benefits
Disclosures

Investments in

subsidiaries, jointly
controlled entities and
associates
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First time adoption of IFRS - IFRS 1 {continued)

Mandatory Exemptions

Estimates

14

.



2. Property, Plant and Equipment and Borrowing Costs

Key GAAP Differences

15
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Property, Plant and Equipment and Borrowing Costs (continued)

Impact on GHi's
Current Accounting
Policy / Application




Prope . Plant and Equipment and Borrowing Cosis {continued)




Property, Plant and Equipment and Borrowing Costs {continued)}




Propé Plant and Equipment and Borrowing Costs {continued)
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Property, Plant and Equipment and Borrowing Costs {continued)

Additional IFRS
Disclosures

Impact on IT Systems
and Processes

20
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Prope Plant and Equipment and Borrowing Costs {eantinued)
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Property, Plant and Equipment and Borrowing Costs {continued)

Other Impacts

{Business and People
Impacts)
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Prope. _ Plant and Equipment and Borrowing Costs {continued)

Considerations for
Next Phase

{Conversion Plan
Activities)




Property, Plant and Equipment and Borrowing Costs {continued)

index of Additional
Topics of Interest
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3. Regulatory Accounting

Key GAAP Differences

Impact on GHl's

Current Accounting
Policy / Application




Regulatory Accounting {continued}

Additional IFRS
Disclosures

Impact on IT Systems
and Processes
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Regu} .y Accounting {continued)

Other Impacts

{Business and People
Impacts)

Considerations for
Next Phase

{Conversion Plan
Activities)




Regulatory Accounting {(continued)

Index of Additional
Topics of Interest

28

W



4. Revenue

Key GAAP Differences

mpact on GHFI's
Current Accounting
Policy / Application

Additional IFRS
Disclosures

Impact on IT Systems
and Processes
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Revenue {continued)

Other Impacts

{Business and Peopie
Impacts)}

Considerations for
Next Phase

{Conversion Plan

index of Additional
Topics of Interest
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5. Intangible Assets

Key GAAP Differences

Impact on GHl's
Current Accounting
Policy / Application

Additional IFRS
Disclosures

Impact on IT Systems
and Processes

Other Impacts
(Business and People




Intangible Assets {continued)

Impacts)

Considerations for
Next Phase

{Conversion Plan
Activities)

Index of Additional
Topics of Interest
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6. Impairments

Key GAAP Differences

Impact on GHi's
Current Accounting
Policy / Application
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Impairments {continued)

Additional IFRS
Disclosures

Impact on IT Systems
and Processes
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impa. . nts {continued)

Other Impacts

(Business and People
impacts)

Considerations for
Next Phase

{Conversion Plan
Activities)

Index of Additional
Topics of Interest
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7. Provisions, Contingent Liabilities and Contingent Assets

Key GAAP Differences

Impact on GHI's
Current Accounting
Policy / Application

Additional IFRS
Disclosures
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Provi. s, Contingent Liabilities and Contingent Assets {continued)

Impact on IT Systems
and Processes

Other Impacts

{Business and People
impacts)

Considerations for
Next Phase

{Conversion Plan
Activities)

Index of Additional
Topics of Interest
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8. Employee Benefits

Key GAAP Differences

Impact on GHi's
Current Accounting
Policy / Application
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EmpI\. " : Benefits {continued)

Additional IFRS
Disclosures

Impact on IT Systems
and Processes

Other Impacts

(Business and People
impacts)

39
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Employee Benefits {continued}

Considerations for
Next Phase

{Conversion Plan
Activities}
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9. General Financial Statement Topics

Key GAAP Differences

Impact on GHI's
Current Accounting
Policy / Application

Additional IFRS
Disclosures

Impact on IT Systems
and Processes




General Financial Statement Topics (continued)

Other Impacts
{Business and People

impacis)

Considerations for
Next Phase

(Conversion Plan
Activities)

e ARE

42



10. Miscellaneous Topics

Key GAAP Differences

Impact on GHI's
Current Accounting
Policy / Application
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Miscellaneous Topics {continued)

Additional IFRS
Disclosures

Impact on IT Systems
and Processes

Other Impacts
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Misc eous Topics (continued)

{(Business and People
impacts}

Considerations for
Next Phase

{Conversion Plan
Activities)

Index of Additional
Topics of Interest
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