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Electrlc Systens lnc.

June 30, 201 I

Kirsten Walli
Board Secretary
Ontario Energy Board,
2300 Yonge St.
Suite 2700, P.O. Box 2319
Toronto, Ontario, M4P 1E4

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 Dírection on Confidentíal Filíngs (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 consult¿nts relating to the company's

transition to IFRS. Public disclosure of these reports is not permitted under the terms of

confidentialþ agreements as they contain proprietary information and methodologies that

would be commercially damaging to the consulting finns 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:

o The providers ofthe studies ¿ìre 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 ton and be i4iwious to the financial interest of these companies since it

would enable their competitors to manipulate their documents. Guelph Hydro does

not have the providers' corisent to the public relgase of this information.
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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(l) of FIPPA, and the Practice Direction notes (at

Appendix C ofthe

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 swnmary 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 respect 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,

tlh,tl-
Cristina Birceanu

Manager of Regulatory Affairs
Guelph Hydro Electric Systems Inc.

395 Southgate Drive,
Guelph, ON NIG 4Yl
Telephone- (519) 537 -4735
Mobile- 226-218-2150
Email- cbirceanu@ guelphhydro.com
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Non- confidential description of the documents requested to be kept in
con{identiality:

l. 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 IFRS, 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:

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

project issues.

r Complét.d u**.ness training in IFRS requirements.

o 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.

o 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 impacted by IFRS.

r 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.

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

documented Guelph Hydro's current application of CGAAP.
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2. Guelph Hydro IFRS System Impact Discovery Analysis, March 2612010 - IBM

IBM was engaged to perform a high level system impact assessment based on Guelph Hydro's

IFRS requirements and policy decisions, including IFRSI 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 qurrent 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 system reoommçndations that emerged from this process were to:

l. Activate and implement an existing module in Guelph Hydro's ERP system to enable

more granular accounting of fixed assets; and

2. Purchase and implement a financial reporting tool to enable dual reporting under IFRS

and MIFRS.
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Overview

IBM was engaged to perform a high level system impact assessment
based on Guelph Hydro's IFRS requirements and policy decisions,
including IFRSI 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 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

- 'GHl Draft CIA Report FlNAL.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 lT lmpact Assessment

Decision Log.
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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:
lmplementation Cost:

What are the relative cost implications of implementing either of the options?
What is the longer term cost once the system is implemented?

Resources / Work load
What are Guelph Hydro resources already committed to accomplish in 2010?
What are the priorities in the coming year and beyond?
Can the IFRS project get more resources later in the year if needed?
What is the impact of increased manual effort on the financial close and reporting cycle during transition?

Schedule
Do we have enough time during the year to prepare the required IFRS data and to implement the solution?
Are there additional dependencies or opportunities related to the timing of a solution?

Technology / Functionality
What are the future benefits in terms of managing the lT solution?
How complex is the system during the transition year?
Willthe system meet short and long term financial reporting neeQs? Can it be fully leveraged in the future
(or will components become redunclant after the tranèition year)?
W¡ll CGAAP need to be maintained for regulatory purposes?
How much granular data or automated processes are required?

1.

2.

3.

4.
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Summ ary Options Analysis
Description

Option 1 - Additional
Accounts Based Approach

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

. Opening Balances at January 1 , 2010 will be adjusted to reflect IFRS 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 to ensure postings do not cross IFRS and core accounts.

. CGAAP reporting would consist of CGAAP accounts plus IFRS accounts together

- Transaction system will contain CGAAP reporting only for the transition year.
- IFRS and CGAAP adjustments will be manually calculated and posted into the reporting

tool (e.9. 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 IFRS reporting.
- Opening Balances upon adoption of IFRS for January 1, 2010 will exist only in

consolidation tool.

Option 2 -Transitional
Reporting Tool

Option 3 - Parallel Company . 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)

IFRS System lmpact Discovery Analysis I 2010 | Confidential O 2010 IBM Corporation



lmplementation Process lmpact - Additional Accounts

lmplement Asset 2:
. Load IFRS fixed asset data (no CGAAP) ¡nto SunGard Asset 2, but do not integrate with the Work Order or Purchasing/lnventory systems

¡ 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

Create IFRS Balances (Jan 1, 2010)
¡ Post CGAAP & IFRS adjustments, based on Additional Accounts ¡nto SunGard to create an opening balance for IFRS as at Jan 1 , 2010 (historical) and

monthly Financial Statements

. Burden rates will remain on CGAAP basis, IFRS will be processed manuallyfor 2010

lmplement Prophix:
r lmplement Prophix, pull data from SQL server cube for CGAAP and IFRS reporting (2010)

lntegrate SunGard and Asset 2 (Jan 1, 2011):
. Feed Asset 2 from the Work Order and Purchasing/lnventory systems to capture fixed asset transact¡onal data for ¡FRS

r Burden rates updated for IFRS processing

lntegrate Prophix:
r Pull data from SQL server cube for IFRS report¡ng (2011)

@
@

@
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lmplementation Process lmpact - Transitional Reporting Tool

lmplement Asset 2:
. Load IFRS fixed asset data (no CGAAP) into Suncard Asset 2, but do not ¡ntegrate with the Work Order or Purchasing/lnventory systerns

¡ Post IFRS adjustments going forward in 2010 directly into Asset 2 on a monthly basis.

Load Opening Balances:
. Load Opening Balances for IFRS as of January 1, 2010 into Prophíx, and IFRS monthly adjustments from January to August 2010

Report CGAAP and IFRS in Prophix:
I Post IFRS adjustments into Prophix to create monthly financial information for IFRS for remaining months in 2010.

lntegrate SunGard and Asset 2 (Jan 1, 201 1):
¡ Feed Asset 2 from the Work Order and Purchasing/lnventory systems to capture fixed asset transact¡onal data for IFRS

¡ Load January 201 1 IFRS opening balances (granular transactional data)

lntegrate Prophix:
. Pull data from SQL server cube for IFRS reporting

o
@
@

@

@
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lmplementation Process lmpact - Parallel Company Codes

lmplement Asset 2:
r Load fixed asset data (no CGAAP) into SunGard Asset 2, but do not integrate with the Work Order or Purchas¡ng/lnventory systerns

¡ Post IFRS adjustments going forward in 2010 directly into Asset 2 on a monthly basis and IFRSCGAAP PPE adjustments manually to the applicable
company codes in SunGard

Create Opening Balances (Jan 1, 2010)
r Post CGAAP A IFRS adjustments, based on additional Company Codes into SunGard to create an opening balance for IFRS as at Jan 1, 2010 (historical)

. Burden rates will remain on CGAAP basis, IFRS adjustments will be processed manually for 2010

lmplement Prophix:
. lmplement Prophix, pulldatafrom SQL server cube for CGAAP and IFRS reporting and CGMP reporting

lntegrate SunGard and Asset 2 (Jan 1, 201 1):
¡ Feed Asset 2 from the Work Order and Purchasing/lnventory systems to capture fixed asset transactional data for IFRS

. Burden rates updated for IFRS processing

lntegrate Prophix:
r Pulldata from SQL server cube for IFRS reporting

@

@
@

@
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lmplementation Process lmpact - Comparison
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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)

Option 3 - Parallel Company Codes (est.): 33 week duration, 39 weeks to Go Live (Last start date - July 12,2010)

Year End

Optionl
Add¡t¡onal
Accounts

(31 wks est ) -

I
>ffi ffi t ffi V

Ootion2
Transitional

Reporting Tool
(31wl(sest)

-|ffi ffik Ë DFf€#
-Opt¡on3

Parallel Gompany
Codes

(e! wks êst ) -
>m @ æ

r ffi
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Dependencies/
Pro¡ec'ts > D E-

-
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Summ ary I mplementation Analysis

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 forthesetypes of pro,iects may vary significantly based upon the scope of the implementation. 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
System configuration (or implementation) will be peformed 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 estimate has been provided by Prophix across any of the phases. Amounts to be confirmed with the vendor during pre-
implementation planning.
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S Ooti P dCummarv uoïtons - Hro's ano uon's

Option 1 -
Additional
Accounts

Transaction system willcontain 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
legalentity.

Additional implementation effort for business as reports must be
updated and tested to ensure IFRS and Canadian GAAP
reporting requirements are met.
On-going maintenance to ensure IFRS and CGMP accounts
remain in balance during transition year.
Challenge to maintain close process timing due to increased
manual effort and reconciliation.
lncreased complexity of reporting selection criteria/logic
Can be difficult to sustain if a large number of general ledger
accounts are required.
New accounts created that will only be required for transition
year.
Additional complexity for Reporting group to obtain and create
CGAAP and IFRS repofis.

Option 2 -
Transitional
Reporting
Tool

. Lower complexity during transition year for
report creation and reconciliation

. Potentially shorter implementation time frame

. Fewer new general ledger accounts required.

. IFRS information willonly 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 willcontain 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 additionalcompany codes
- Extra effort may be required to handle additional intercompany

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

legalentity.
. ln orderfor Guelph Hydro to obtain CGAAP reporting, information

from two company codes must be amalgamated, .
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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:

- ¡ASB 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 proiect.

- IFRS Accounting work stream

- 2011 Budget

- Rate filing

- Smart Metering

- Debt issuance

- New transmission station

- On boarding of new resources

13 I IFHS System lmpact Discovery Analysis I 201 0 | Conf ¡dential O 2010 IBM Corporation



Potential Resource Constraints

Proiect Timeframe Kelly Mike Kendra Dan Mike Arlen Darren lS Engineer Student
Bonds Koktan Moffat Amyot Joaquin Molyneaux Dempsey Resource in

Training

IIIIII
IIIIII

2011 Budget April-July 2010

Rate Filing April-August 20'10

Prophix April-July 2010
...:./:ì

Smart Meter July - December 2010 íf'å-åruå{

Debt lssuance September - November 201 0

Transmission
Station

þril - December 2010

- Consideration should also be given to planned vacation time for all resources in relation to ongoing activities and
project schedules

@ffiI
@
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Decision Matrix
. 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.

Resources / Work Load Schedule Technology /
Functionality

Medium workload dudng
implementation, increased etfort for
validation/reconciliation and lower
workload at cutover.
Potential resource constraints with
other high priority initiativesfor 2010.

Manageable schedule, but
slighüy longer than
transilion reporting.
Margi nal overall ditference
with other options.

Granular transactional
data starting Jan 1, 2010.
More dífficult reporting
and account reconciliation
than ParallelCompany
Codes

Option 1

Additional
Accounts

Middle implementation cost
of the options.

IFRS balances will only
reside in reporting system
for transition year (2010).
Lower reconciliation /
processing burden dudng
transition.

Lowest workload during
implementation, lower effo¡t for
validatior/reconciliation, but higher
effort during year-end cutover period to
set up opening balances.
Potential resource constraints with
other high prioñty initiatives for 2010.

Slightly shorter
implementation timef rame.
Marginal overall ditference
with other options.

Option 2
Transition
Reporting

Lowest implementation cost
of the options.

Granular transactional
data starting Jan 1, 2010.
Past experience with
additional Company
Godes has not been
favourable.

Medium workload dudng
implementation, medium effort for
validation/reconcilialion and lower
workload at cutover.
Potential resource constraints with
other high priority iniliatives for 2010.

Slightly longer schedule, but
manageable.
Margi nal overall ditf erence
with other options.

Highest implementation cost
of the çtions.

Option 3
Parallel
Company
Codes
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Next Steps (Prior to commencing implementation)

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

- 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

- 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

I

r
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Section 1

Options Detail
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Summ ary Options Analysis
Description

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

. Opening'Balances at January 1 , 2010 will be adjusted to reflect IFRS 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.

. A¡l 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 CGMP accounts plus IFRS accounts together

Option 1 - Additional
Accounts Based Approach

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

. IFRS and GAAP adjustments willbe manually calculated and posted into the reporting
tool (e.9. 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 balanceswillbe 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 2 -Transitional
Reporting Tool

Parallel company codes would be set up to handle CGAAP and IFRS adjustments
beginning Jan 1, 2010.
Existing company codes would reflect IFRS repoñing while additionalcompany 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)

Option 3 - Parallel Company

'19 IFRS System lmpact Discovery Analysis I 2010 ¡ Confidential O 2010 IBM Corporatron



Option 1 Account Based Approach

. 'Standârd repor:ting is usedj Different fiscal years are not required

How it works:. New GL accounts will be created with groupings representing IFRS
specific accounts, CGAAP specific accounts and common accounts
in SunGard as of Jan 1, 2010.

. Delta amounts between IFRS and CGAAP will be posted to the
CGAAP accounts during the transition year

. IFRS and CGAAP accounts must balance in total
- All GL postings must not cross IFRS and CGAAP accounts. Validatiens can

be set up to ensure postings do not cross IFRS and core accounts.

Each set of accounts contains its own retained earnings account in order to
balance.
Clearly discernable account number ranges or unique digits or letters to
distinguish among sets of accounts are ñeeded.

' Financial Statements will have to be updated to reflect IFRS and
CGAAP reporting requirements.

IFRS financial statements - report using common accounts and pure IFRS
accounts together.

- CGAAP statements - report.will be created using common accounts¡ IFRS
and CGAAP accounts together.

Accou,nt Based Solution is recommended where:
: lelatively few differences.exist between IFRS and CGMP which can be dealt in one Generat Ledger,.
'" There is iro issue with an increased number of GL accounts

lFRSSystemtmpactDiscoveryAnatysis|2010|Confidential,..''':.:.



Option 2 - Transitional Reporting Tool

How does it work?
I Transaction system would contain CGAAP

reporting only for the transition year
. IFRS GAAP adjustments will be manually.posted

into the reporting/consolidation tool (e.9.
Prophix) during the transition year.. IFRS repörts would include CGAAP financial
information plus the IFRS adjustments posted in
the Prophix tool for the transition year.

r Opening Balances upon adoptionof IFRS for
: January. 1,, 2010 will exist only in consolidation

tool.
. TransacliOn sySem.will be updated Janua¡y 1,
, 2011 to reflect IFRS reporting.

. ,.,. ;

Where is it recommended?. Potentially lower cost & faster to implement than
additio nal, company :codes/accou nts

' ,G.-an Þe'u-sed as an interim solution, while:
working towards a long-term sotution (i.e::system
with parallel ledgers).

Reporting/ Consolidation Tool

IFRS
Adjustments
in reporting

tool

21 I IFRS System lmpact Discovery Analysis I 2010 | Confidential O 2010 IBM Corporation



Option 3 - Parallel Company Code

How does it work?
. ,Paralle! Ogmpanies defined to handle parallel

reporting for CGAAP and IFRS
l? Exigling company codes would reflect ¡FRS

, reporting while additional company codes would
contain CGAAP adjustments for the transition year.
. ln order to obtain CGAAP financial statements,

IFRS company codes and CGAAP adjustment

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

. tnvolves high volurne of manual postings.

Where iS:it regommended?
.', 'lncreased number of GL accounts is an issue.
. Standar'd reporting is used.
. I,argernumber of company codes is not

problematic:
. Organization working towards the long term solution

and an interim approach is needed.

, 
. Gost and implementation time is an issue.

. Contains GAAP

delta adjustments
only.

. Local adjustments
can be posted

manually.

. Existing company
code adjusted to
reflect IFRS

reporting
. Only IFRS

postings would be
made in the
company code

.To obtain CGAAP reporting data, both
company codes will have to be combined
when executing reports
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Section 2
High Level Systems

Change Matrix



High Level System Change Matrix

General Financial Statements
and Reports

Medium Medium

IFRS 1 Medium Medium Medium

Property, Plant & Equipment

Burden .Medium Medium Medium

Capital vs. Expense M"edium . iledium Medium

lmpairment Medium. Medium Medium

Derecognition/
Dismantlement

Medium Medium Medium

Contributed Capital Medium Medium Medium
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High Level System Change Matrix

Topic Additional
Accounts

Transitional
ReportingiW

Provisions, Contingent Assets
& Liabilities

25 I IFRS System lmpact Discovery Analysis i 2010 | Confidential O 2010 IBM Corporation



Section 3
Detailed lmpact

Analysis
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lmpact Analysis

Property Plant and Equipment (PP&E)
. IFRS lmpact:

- 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, lmpairments, Asset
Retirement Obligations (ARO), Major Spare Parts as capital, costs to be expensed (e.9.
administration) and additional costs requiring capitalization (e.9. 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 GGU 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 contra asset in PP&E.

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

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

Property Plant and Equipment
. System lmpact:

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

The asset module will be implemented to reflect IFRS valuation. Where possible, configuration
9! thg asset system will need to be set up so that differences between CGAAP can be eãsily
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 ¡FRS 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 201 1.

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

Property Plant and Equipment. System lmpact (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 required.

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

- Componentization

- Reports to assist with the componentization of assets will need to be created from GlS.

- 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.

- lmpairments

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

Property Plant and Equipment
. System lmpact (cont'd):

Contributed Capital

- Assets transferred from customers will be recognized as revenue and will not be set up
as a contra asset under IFRS.

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

- Reports and process to obtain contributed capital information will need to be developed.
Asset Retirement Obligations (ARO)

- Obligations and changes to obligations will be handled through manualjournal entries

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

- Major spare parts will be capitalized in the Asset 2 system.

- lf 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.

30 | IFRS System lmpact Discovery Analysis I 2010 ! Confidential O 2010 IBM Corporation



lmpact Analysis

Property Plant and Equipment
¡ System lmpact (cont'd):

- Dismantling or Decommissioning Gosts

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

- Process to record this in the system will need to 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.
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lmpact Analysis

Property Plant and Equipment

' Business lmpact:
- Regardless of the option implemented additional effort will be required to;

- Componentization of assets and associated NBV will need to be determined to 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 associated asset values to the newly created records.

- Process and rates to 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 multiple reports to obtain values for the
GAAP/IFRS adjustment postings

- Manual processes will be required to post IFRS adjustments for Asset Accounting in
201 0.

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

- Additional complexity in preparing external financial statements for parallel year.
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lmpact Analysis

lntangible Assets
. IFRS lmpact:

- As a result of IFRS, Capital lntangible Assets require separate tracking and reporting for the
notes disclosure in the financial statements.

System lmpact:

- Guelph Hydro requires a mechanism to be able to report the intangible asset records.

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

Business lmpact:

- Going forward, accounting department must be able to identify whether the asset should be
recorded as an intangible asset record.
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lmpact Analysis

Provisions, Gontingent Assets and Liabilities
. IFRS lmpact:

- Guelph Hydro may have a requirement to recognize additional provisions under IFRS due to
lower thresholds.

- Continuity schedule for provisions must be tracked and disclosed in the notes to the financial
statement.

. System lmpact:

- Regardless of the option selected to handle IFRS;

- Details for additional provisions will be calculated off line and posted manually to the system
through journal entries.

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

- lf required, additional GL may have to be set up to handle additional reporting requirements
for IFRS if liabilities arise.

- Additional reports will not be required from the system

' Business lmpact:
- 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.
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lmpact Analysis

Employee Benefits
. IFRS lmpact:

- 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. lnformation 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 lmpact:

- lnformation 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 manualjournal entries. Additional accounts will be
required to track pension amounts and to track Post Employment Benefits for Key
Management employees for note disclosure.
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lmpact Analysis

Employee Benefits
System lmpact (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.

- lf the additional account option is selected, additional GL accounts to handle CGAAP and
IFRS will have to be created.

' Business lmpact:
- 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 ¡FRS vs. CGAAP
information.
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lmpact Analysis

Revenue
r ¡FRS lmpact:

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

. System lmpact:
- 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.
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lmpact Analysis

lnventory

IFRS lmpact:
- lnventory 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 to 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 to.

System lmpact:
- Major spare parts will continue to be posted to the inventory account and manually

reclassified to fixed assets and depreciated.

- lnventory consumed/expensed to 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.
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lmpact Analysis

Taxes

r IFRS lmpact:
- Calculation of deferred, capital and income taxes may be impacted by changes implemented

upon adoption of IFRS.

. System lmpact:

- 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.

r Business lmpact:
- Potential increase in manual etfort to obtain detail required for tax calculations and reporting.
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lmpact Analysis

IFRS1
. IFRS lmpact:

- 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.
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lmpact Analysis

IFRSI (cont'd)
. System lmpacts:

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.

- lf 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 to be posted manually to either additional company
codes or GL accounts;
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lmpact Analysis

IFRSI (cont'd)
. System lmpacts:

- 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 ¡FRS1 impact.

- Decommissioning liabilities may require additional accounts to be set up

. Business lmpact:
- Users will have to be trained in how to execute reports to obtain IFRS vs. CGAAP opening

balance information ln 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.
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lmpact Analysis

Gonsolidation
. IFRS lmpact:

- 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 lmpact:
- 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 to be created to handle both IFRS and CGAAP reporting requirements.

. A process to enter both Canadian and IFRS eliminations will need to be configured.

- lf additional accounts option is selected:

. lf possible, validations may have to be configured and maintained to ensure that each set of
accounts (IFRS and non IFRS) remains in balance.
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lmpact Analysis

Gonsolidation (cont'd)
. Business lmpact:

- Regardless of the options selected to handle IFRS;

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

- Training will 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 time may be required due to complexity of additional manual
postings for IFRS.
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lmpact Analysis

lntercompany

' IFRS lmpact:
- IFRS will not have an impact on inter-company transactions

- Existing process to handle intercompany transactions will not change.

Consolidation will now be entered into Prophix.

lnter-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 lmpact
- 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.

r System lmpact
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lmpact Analysis

Related Party Disclosure
. IFRS lmpact:

- Add¡t¡onal information must be disclosed with respect to related party transactions (e.9. details of
revenue, expenses, transactions with key management personnel, etc.) upon adoption of IFRS.

. System lmpact:
- Guelph Hydro is currently able to obtain additional quantitative information from the system with

the exception of Post-Employment benefit amounts for Key management. Additional GL
account may be required to track this information separately.

- No additional reports will be required from the system.

. Business lmpact:
- 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 to be obtained
from the actuaries.
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lmpact Analysis

Regulatory
. IFRS lmpact:

- 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 lmpact:
- Gurrently all Regulatory reporting is done manually outside the system

- No additional reports will be required from the system.

r Business lmpact:
- 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 ¡f the implemented
solution could later be leveraged to hold regulatory reporting.
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lmpact Analysis

Reporting and Financial Statement Note Disclosure
. IFRS lmpact:

- 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 reports 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 lmpact:
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).
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lmpact Analysis

Reporting and Financial Statement Note Disclosure (cont'd)

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

lf the account option is selected;

- Additional accounts will have to be set up to handle 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.

lf 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.

r System lmpact:
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lmpact Analysis

Reporting and Financial Statement Note Disclosure (cont'd)
. Business lmpact:

- 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 to 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

- lf 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.
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High Level Summ ary of Systems lmpacts

Area System lmpacts (SunGard/Assel 2, Prophix)
. Configure/create asset classes for componentized assets. lmplement hierarchy within

classes of components.
. Create asset master records with applicable useful lives/depreciation method.
. Configure functionality to track adjustments required for IFRS (e.9. ARO,

I mpairments/Reversal of lmpairments, borrowing costs, etc.)

' 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.

' Gonfigure/test changes in useful lives/depreciation rates will be booked prospectively.
. Gonfigure and test functionality to handle transfers, write ups and write downs
. Test functionality to report differences in capitalization
. Configure system to handle 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 reporting requirements for IFRS e.g. Assets

transferred from customers, depreciation accounts, etc.
. Create additional reports out of GIS to assist with asset componentization

Fixed Assets

. Configure integration of work order system with Fixed assets

. Configure process to track Dismantling costs in work order system

. Update burden rates for IFRS values
, Additional reports may be required from Work Orders or Projects to assist in calculation of

Burden differences under IFRS and CGAAP

Work Order
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High Level Summ ary of Systems lmpacts

Area System lmpacts (SunGard/Asset 2o Prophix)
Purchasing
and lnventory
(Pt)

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

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 to handle both IFRS and CGAAP
reporting in Prophix. Change security roles as required if company code or GL accounts option implemented.. lf 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.. lf additional company codes implemented, set up additional companies and configuration.. TesUsupport testing of reports. Prophix reports for GH to prepare consolidated financial statements for IFRS and CGMP.
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Section 4
Summary of Note D¡sclosure

System lmpacts
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Summary of Note Disclosure System lmpacts

Note Note Description lmpact Analysis

. No impact on system.

. No impact on system.

Significant Accounting Policies ' No impact on system.

Cash and Cash Equivalents ' No system impact as information currently exists at the required level of
detail in the General Ledger.

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

. unbilled Revenue will be calculated manually offline and posted to 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 accounts.

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

Property Plant and Equipment . Asset 2 module will be configured and loaded with IFRS asset values as
of January 1, 201 0.

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

'Thefollowing seotion was based on workshops review¡ng lhe notes ¡n the Draft Generic Hydro Eleclricity Distribution lnc. IFRS Mock-up Financial Statements prepared by KPMG
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Summary of Note Disclosure System lmpacts

Note Note Description lmpact Analysis

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.

. Assets will be componentized and set up in appropriate asset classes for
disclosure requirements.

' Asset classes will need to be componentized in a way that depreciation
expense can be allocated across functions or alternatively methodology
to allocate the costs to the functions will have to 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 to the financial statements.

. A separate asset class in Asset 2 will be created to track any lntangible
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.

55 i IFRS System lmpact Discovery Analysis I 2010 | Confidential @ 2010 IBM Corporation



Summary of Note Disclosure System lmpacts

Note Note Description lmpact Analysis

. Provisions will be calculated 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.

lncome Taxes . lnformation to be disclosed in the notes to the financial statements will
be created manually outside of the system, no system impact.

Consumer Deposits . The information currently exists as required for disclosure in the notes to
the financial statements. Separate GL accounts for Customer and
Construction deposits currently exist, no impact to system.

Finance Lease Obligation . Not applicable as Guelph Hydro currently does not have any lease
obligations

. lf Guelph Hydro were to enter into a lease agreement, the information
will be tracked manually and posted to the system as required.

Long-term Borrowings . Information to be disclosed in the notes to the financial statements will
be created manually outside of the system, no system impact.

Short-term Credit Facilities . lnformation to be disclosed in the notes to the financial statements will
be created manually outside of the system, no system impact.

Employee Future Benefits

sect¡on was based on workshops review¡ng the notes in

. lnformation 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
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Summary of Note Disclosure System lmpacts

Note Note Description lmpact Analysis

Employee Future Benefits (cont'd) . Accounting adjustments for pensions and post retirement benefits will be
manually posted to the system.

. Additional general ledger accounts may be required to track additional
i nformation for I FRS reporti ng/di sclosure requirement.

. Amounts contributed to OMERS currently exists in the system, no
system impact

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

Regulatory Assets and Uabilities . lf the Rate Regulated Activities exposure draft is approved and
disclosure requirements in the note are required, the information will be
manually created offline, no system impact.

' 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.

' Salary and wage information currently 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.

. Currently the information to be disclosed in the notes to the financial
statement exists in the General Ledger. Additional accounts may be
required to separate income and expense balances.

Finance lncome and Expense
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Summary of Note Disclosure System lmpacts
Note Note Description lmpact Analysis

Related Party Transactions Key Management personnel:
. Key management personnel information disclosed in the notes is

currently tracked by Guelph Hydro at the level required for |FRS 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.

. lnformation will be obtained manually, no impact to system.
Transactions with the ParenU Subsidiaries of the City:
. lnformation to be disclosed in the notes currently exist in the system and

will be obtained manually. No system impact.

Financial lnstruments and Risk
Management

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

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

. Market risk disclosure, no system impact.
' lnformation for line of credit available disclosed under Liquidity risk will

be obtained offline. lnformation to confirm accounts payable information
currently exists, therefore no system impact.

' Capitaldisclosure information currently exists in the required detail in the
GL, no system impact.

'The following section was based on workshçs reviewing the notes in the Draft Generic Hydro Electr¡cíty D¡str¡bution lnc. IFRS Mock-up Financial Statements prepared by KpMG
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Summary of Note Disclosure System lmpacts

Additional time/effort will be required at year end for lhe accounting group to 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.

Note Note Description lmpact Analysis

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

. lnformation 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.

Explanation of transition to IFRS
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Section 5
Guelph Hydro IFRS lT lmpact

Assessment Decision Log
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GHI IFRS lT lmpact Assessment Decision Log

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

Mike Koktan

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

Kendra Moffat

3. PP&E Review of asset liveJdepreciation methods will be done otf line. Changes to
method/lives of an asset will be updated in he system and must be applied on a
prospective basis.

Kendra Moffat

4. PP&E Overhauls will be tracked as a separate component in he asset class. Kendra Moffat

5. PP&E lmpairments wil¡ be calculated off line manually posted to the system. These
amounts will have to be tracked separately ¡n the system.

Kendra Moffat

6. PPAE Additional GL accounts will be required to track revenue from contr¡buted ca¡ital. 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 will be
tracked manually offline while IFRS datawill be maintained inthe system that is
to be implemented.

Kendra Moffat

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

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

Kendra Moffat
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GHI IFRS lT lmpact Assessment Decision Log

11. PP&E IFRS adjustments related to burden for 20'10 will be calculated off line and
posted manually to the A2 system. The 2010 burden rates will continue to
represent CGAAP where as the 2011 burden rates will reflect IFRS.

Kendra Moffat

12. PP&E Borrowing costs to be capitalized will be calculated manually otfline and posted
manuallytothe Fixed Asset system (once implemented).

Kendra Moffat

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

Kendra Moffat

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

Kendra Moffat

15. PP&E Prior pefiods in the system will be opened to post IFRS adjusûnents for
conversion. TBA

Kendra Moffat

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

Kendra Moffat

17. PP&E Curently no capital leases will have to be set up upon adoption of IFRS. Asset
class for ca¡ital leases should be set up.

Kendra Moffat

18. PP&E Straight Une 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 irventory general
le@er account will be manually re-classed to assets and depreciated.

Mike Koktan and
Kendra Moffat

19. PP&E A ut¡lity represents as one CGU and this will apply to GHI Matt Betik

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

Kendra Moffat
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GHI IFRS lT lmpact Assessment Decision Log

2,. General Financial
StatementTopic

Prophix will be implemented to prepare IFRS the Balance Sheet and lncome Statements. Po¡tions
of the Statement of Cash Flow and Statement of Changes in Equity will be populated as well.

Mike Koktan

ß. Note Disclosure Property Plant and equipment information required for note disclosure will be obtained from the
asset module to be implemented.

Kendra Motfat

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

25. General Finar¡cial
StatementTopic

Depreciation will be allocated across functions in the income statement. Mike Koktan

26. Note Disclosure Transition to IFRS report: Due to the short time when this report will be required, a custom report
will not be required. Assume that the information required can be obta¡ned using various financial
statement reports and fte formatting and input of values for tl¡e report will be manually done.

Kendra Moffat

27. Note Disclosure Exemption to prospectively capitalize interest on Borowing costs will be elected and borrowing
costs will be capitalized commencing January 2010 for IFRS only (not GGAAP).

Kendra Motfat

a. Note D¡sclosure Exception to apply ¡FRIC 18, transfer of assets from customers will be elected and applied
beginning January 2010 (not retrospectively). Balances in the contra account will be moved to
deferred revenue.

Kendra Motfat

29. Note Disclosure Decommissioning Liatility exemption will be elected and liabilities will be measured at the date of
transition, January 201 0.

Kendra Moffat

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

Kendra Moffat

31. Note Disclosure Exemption to not disclose histodcal/trend information will be elected and amounts from date of
transition will be disclosed - no system impact.

Kendra Moffat

32. PP&E Accretion of ARO will be tracked offline and manually posted to the system by journal entry to the
system (additional interest account will be required to capture the costs)

Kendra Motfat
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GHI IFRS lT lmpact Assessment Decision Log

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

Kendra Moffat

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

35. PP&E IFRS adjustments required for changes to burden rate for 20'10 will be manually tracked and posted
to the system. The system will continue to post burden on a CGAAP basis for 2010.

Kendra Motfat

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

Mike Koktan

37. Employee Benefits There will not be any changes to the reportlinformation provided to the actuaries for pension and
benefit calculation and therefore no additional effoil should be included in the estimates.

Kendra MoÍfat

38. General Financial
Statement Topic

Forconsolidations, GHI wi¡l obtain thefinancial statement reports in Prophix and manually eliminate
any intercompany values. Prophix will hold the consolidated financial statements for IFRS.

Mike Koktan

39. Miscellaneous Assume that budgeting process tor 2O11will not require any system changes due to IFRS. Kelly Bonds

Æ. Revenue There is no impact of Commodity/lncome Tax requirements in the system due to IFRS. Amounts
would be manually posted to existing accounts.

Mike Koktan

41. Miscellaneous Accounts Receivable are currenüy 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

4í|. Contingerny Assets
& Liabilities

lf required, commitment and contingency information will continue to be tracked offline Kendra Moffat

4. Miscellaneous lnformation to be disclosed for Related party transactions is currently arailable in the system and no
changes will be required.

Kendra Motfat

45. Employee Benefits Management personnel information will be obtained manually via reporting using information from
HR. There is no system impact.

Kendra Moffat
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GHI IFRS lT lmpact Assessment Decision Log

lf intangible assets arise that are required for reporting they will be manually post to
the system to a separate asset class. Additional GL aocounts will need to be set up.

Tracking of movement type of provisions required for note disclosure will be done
manually offline.

Curent revenue information is broken down as required for IFRS, no system
changes will be required. Contributed capital will likely be grouped in Other
Revenue.

Galculations and postings forthird party compensation for damaged assets will be
done manually.

Existing processto book regulatory assets and liabilities will continue and
adiusûnents to properly classify for IFRS will be posted manually as required.

GHI measure its regulatory assets and liabilities manually and does not need to
track anything additional in the system upon adoption of IFRS
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Section 6
Assumptions



Assumptions - Planning and Resources

' thqnges to documented IFRS system.assessment decisions may impact the
implementation time lines, as státed within this analvsrs.

' Other projects that are being implemented at the saine time as the IFRS
llnplemgntation could impac-t thé timelines of the IFRS proiect. Guelph Hydro IFRS
Project Manager must ensure overall integration plan is in'place and is pioactively
manaoed.

' No coéts have been factored in for internal or external audit review and particioation.. The budgetary numbers provided are for your planning purposes only añd Oo hot
constitutè a fiim estimatei or a committed þrice. The eðtÍmated schedules provided are
for your planning purposes only and do nót constitute committed schedulels.. B.udgeta.ry numbers provided are based on Time and Materials delivery approach.. The.Ïnplqfnentation 

'effort 
and schedule for these types of projects may vary

significäntly based upon the scope of the imolementation. ' '
. Cértain critical businbss decisions and policy-Oetermination will be made on atimely

basis in accordance with the project plán. Uhforeseen delays to such decisions ma!'
impact the proiect schedule. '

. As the logii inihe Chart of Account (COA) for Department and Division is not
standardized for all accounts, additional effort may be required from Prophix to map
reoorts looic
Part¡c¡pation of and access to key Guelph Hvdro resources will be orovided as
requiréd during the implementatión and useis must be available dürino testino.
Thê estimatedeffort id based on result of the impact analysis workshoþs heldbetween
March 2nd,2010 and March 1gth, 2010.
All resources are available as Der the staffino olan.
Quelph Hydro will have identifibd required lÊhS data (e.g. GL Account Names, Asset
Classes, etc) prior to, or at the initial'stage of, project Blùeprinting.
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Section 7
Additional I nformation
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System Requirements - Asset 2lmplementation

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

System should be able to handle any changes in scrap or residualvalues specifically for larger items

Requirement to h€rve hierarchy within assets (parent child relationship)

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

Roll up/hierarchy of assets is required

lmpairments will have to be tracked in the asset system once implemented.

System needs the functionality to track type of adjusünents by asset pool

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

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

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

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

Guelph Hydro has no matedal intangible assets currently but need asset class for intangiHe assets in the future (Silver Spdng -
smart meters in 2010)

Reports will be required to track Contributed Capital to be posted to revenue.

'The following information was based on system impact workshop discussions and is provided as reference material.
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201 0 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 to 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

- lnventory consumed/expensed (not capitalized)
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Phase
Section B
3 Timeline Slides
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Potential Short Term Work ltems

. Accounting Policy Decisions

. Accounting Policy Manuals

. Define Asset Components

. Support Asset Componentization

. Compile Jan 2010 Opg. Bal. Adjustments

. Establish Process to Track IFRS
Adjustments for 2010 Comparatives

. Perform Detailed Asset Componentization



Potential Short Term Work ltems (cc

. Fit-Gap Analysis (Asset 2, Prophix)

. Vendor Proposal to Address Key Gaps

. Business Process and Requirements
Definition (e.9. PP&E, IFRS Reports Mapping,
New GL Accounts, Prophix lntegration, IFRS
based Budgeting)

. Conceptual solution architecture (during
transition and post transition)

. Solution Blueprint (Sungard, Prophix,
lnterfaced, Others such as SQL and/or GIS)

. To-be Solution awareness (Asset 2, Prophix)

. Accounting IFRS Adj Process Knowledge



Section 9
IFRS Assessment Process

Overview
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Background

Materials leveraged as part of this assessment
- KPMG's IFRS Conversion lmpact Assessment Draft - September 15, 2009

- KPMG's IFRS lmplementation for LDCs EDA Finance and Corporate lssues Council Forum -
October 8, 2009

- KPMG's IFRS Generic Hydro Electricity Distribution lnc. Mock Up Financial Statements -
December 31,2010 and December 31, 201 1

- Guelph Hydro's IFRS lT Assessment Decisions Document

- Guelph Hydro's Accounting Policy Workshops

- IFRS Policy Workshop Facilitation Spreadsheet

- IBM lT Assessment workshops conducted with Guelph Hydro:

- Detailed on the following slides
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IFRS Diagnostic Workshop Schedule
MeetingDo y Date Participants
PP&E - Valuation
(Borrowing Cost, Burden, Capital vs.
Expense, Depreciation)

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

lan Miles, Dan Amyot, Kelly Bonds, Mike Joaquin,
Kendra Motfat, Matt Betik, Jacqueline 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 Motfat, Mike Koktan, Matt Betik,
Jacqueline Gama, Grant Rutherford, Amit Bedi

PP&E - Adjustments
(lmpairment, Derecognition/
Dismantlement, Contributed Capital)

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

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

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

Thursday March 1 1, 2010
10:00 AM - 12:00 PM

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

FinalWrap Up/ Follow Up Thursday March 18,2010
10:00 AM - 12:00 PM

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

FinalWrap Up/ Follow Up Friday March 19, 2010 Kendra Motfat, Jacqueline Gama
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The rationale to 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 practice

- 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, etficiency and the overall organization

- Less time available for analyzing financial information

- Potentially longer cycle time for month-end close etfort with IFRS requirements
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System Overview - Current System
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System Overview - Transition System
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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 lnc. ("GHl") pursuant to our engagement letter, and is subject in all

respects to the terms and conditions of that engagement letter, specifically:

r Our services under this engagement are not intended to 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 result in the issuance of a written communication to third parties by KPMG directly report¡ng on financial
data or internal control or expressing a conclusion or any other form of assurance.

o 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.
GHlacknowledges and understands that any use of the deliverable by a third party in subsequent phases of GHI's IFRS conversion project, willfirst
require an indemnification to be prov¡ded 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 to the provisions of
this letter. Our deliverables will reflect our observations as of the date of our report.

o There is no guarantee that all accounting and disclosure differences will be identif ied 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 GH l's management.

o GAAP and IFRS pronouncements and applied interpretations are subject to revision by the respective authoritative accounting bodies in Canada and

bythelnternationalAccountingStandardsBoard("lASB"). AccountingadviceprovidedbyKPMGwillbebasedonourunderstandingof current
pronouncements and interpretations at the time and such advice may therefore change materially in response to subsequent changes or, revisions
to, the pronouncements or interpretations.

. Each account¡ng 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 activit¡es 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 IFRS financial statements.

O 2009 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member
f¡rms aff¡liated with KPMG lnternat¡onal, a Swiss cooperative. All rights reserved. Printed in Canada.



KPMG LLP
115 King Street South
2* Floor
Waterloo, ON, N2J 5A3

Telephone (519)747-8800
Fax (519) 747-g83olnternet wrvw.kpmg.ca

PRIVATE & CONF¡DENTIAL

Mr. lan Miles
395 Southgate Drive
Guelph, ON N1c 4Y1

September 1 5, 2009

Dear Mr. Miles,

KPMG LLP has appreciated the opportunity ro assist Guelph Hydro lnc. ("GHl") in the conduct of the Derailed Assessment phase of your IFRS projecr. As part of the
Detailed Assessment Phase deliverables, we present to you herein the IFRS Conversion lmpact Assessment as of August 31, 2O0g in accordance w¡h 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 GHl,s aþplication
of Canadian Generally Accepted Accounting Principles ("Canadian GMP" or "CGAAP") and lnteinationat Financiat Reporting StanOaidl i" lrnS"l; specificaily by:- addressing accounting policy changes that must be applied retrospect¡vely or prospectively.
- assessing the impact the accounting changes may have on GHI's policies, procedures and information technology and data systems.
- identifying the impacts to systems, processes, business and people.

@ 2009 KPMG LLP, a Canadian limited liability partnersh¡p is the Canadian member firm of KPMG network
of independent member f¡rms affiliated with KPMG lnternational, 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 lnc. ("GHl") pursuant to our engagement letter, and is subject in all

respects to the terms and conditions of that engagement letter. specifically:

r Our services under this engagement are not intended to 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 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.

o 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, willfirst
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 to the provisions of
this letter. Our deliverables will reflect our observations as of the date of our report.

o There is no guarantee that all accounting and disclosure 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.

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

o GMP and IFRS pronouncements and applied interpretations are subject to revision by the respective authoritative accounting bodies in Canada and
by the lnternationalAccounting Standards Board ("lASB"). 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
to, the pronouncements or interpretations.

o 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" identif ies some specific considerations or activities in the next phase, but is not an exhaustive list. Management
must use their discretion in identifying all activ¡ties 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 IFRS financial statements.

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



KPMG LLP
115 King Street South
2- Floor
Watefoo, ON, NzJ 5A3

Telephone (519)747-8800
Fax {519) 747-8830
lnternet wrvrv.kpmg.ca

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 lnc. ("GHl") in the conduct of the Detailed Assessment Phase of your IFRS Project. As part of the
Detailed Assessment Phase deliverables, we present to you herein the IFRS Conversion lmpact 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 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 lnternational Financial Reporting Standards ("lFRS"); specifically by:
- addressing accounting policy changes that must be applied retrospect¡vely or prospectively.

- assessing the impact the accounting changes may have on GHI's policies, procedures and information technology and data systems.
- identifying the impacts to systems, processes, business and people.

@ 2009 KPMG LLP, a Canadian limited liability partnership is the Canadian member firm of KPMG newvork
of independent member firms aff¡l¡ated with KPMG lnternational, 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 lnc. ("GHl") pursuant to our engagement letter, and is subject in all

respects to the terms and conditions of that engagement letter, specifically:

. Our services under this engagement are not intended to 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 w¡ll not result in the issuance of a written communication to third parties by KPMG directly report¡ng on financial
data or internal control or expressing a conclusion or any other form of assurance.

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

o The deliverables presented as part of th¡s 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 ¡n 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 to the provisions of
this letter. Our deliverables will reflect our observations as of the date of our report.

o There is no guarantee that all accounting and disclosure 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.

o 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.

o GAAP and IFRS pronouncements and applied interpretations are subject to revision by the respective authoritat¡ve accounting bodies in Canada and
bythelnternationalAccountingStandardsBoard("lASB"). AccountingadviceprovidedbyKPMGwill bebasedonourunderstandingof current
pronouncements and interpretations at the time and such advice may therefore change materially in response to subsequent changes or, revisions
to, the pronouncements or interpretations.

o 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 act¡v¡ties 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 IFRS financial statements.

O 2009 KPMG LLP. a Canadian limited liability partnership and a member f¡rm of the KPMG network of independent member
firms affiliated w¡th KPMG lnternational, a Swiss cooperative. All rights reserved. Printed in Canada.
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PRIVATE & CONFIDENTIAL

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

September 15, 2009

Dear Mr. Miles,

KPMG LLP has appreciated the opportun¡ty to assist Guelph Hydro lnc. ("GHl") in the conduct of the Detailed Assessment Phase of your IFRS project. As part of the
Deta¡led Assessment Phase deliverables, we present to you herein the IFRS Conversion lmpact Assessment as of August 31, 2OOg in accordance with our terms of our
engagement letter includ¡ng 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 aþplication
of Canadian Generally Accepted Accounting Principles ("Canadian GAAP" or "CGMP") and lnternational Financial Reporting StanOaid! i"lfnS"l; 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 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. lf
you have any questions or would like to discuss our final report further; please contact Matthew Betik at (5191747-8245.

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 aff¡l¡ated with KPMG lnternat¡onal, a Swiss cooperative. KPMG Canada provides services to KPMG LLp.
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lntroduction
Beginning w¡th the financial year 2011, GHI is required to prepare its financial statements in accordance with lnternational Financial Reporting Standards
("lFRS). Therefore, management of GHI initiated a project for the conversion from Canadian Generally Accepted Accounting Principles ("CGAAp") to
IFRS.

ln 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 lT systems and business processes, and its
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 GHl.

This report substantially completes phase 2 of the conversion project.

ln preparing this report KPMG has completed the following:

o Held a kick off session held with key management personnel to raise awareness of key project issues.

o Completed awareness training in IFRS requirements provided through the Ouick Scan.

o Completed an initial draft of the Accounting and Disclosure Matrix based on notes to your financial statements, our audit files, and our
understanding of your business, operations and processes.

o Conducted various interviews with key finance and business personnelto gather information and assess GHI's current application for CGMP
against the IFRS requirements.

o Conducted a review with GHI management focused on key business processes that would be impacted by IFRS.

o Met with the representatives f rom lnformation Technology (" 1T") to assess the high level impact of accounting and reporting differences on lT
systems and business processes.

o Substantially completed a finaldraft of the Accounting and Disclosure Matr¡x 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
to the conversion date.



Our assessment is based on IFRS standards and regulatory reporting 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, it is criticalthat GHI stays abreast of the IFRS developments and establishes processes to manage allfuture changes.

GHI will prepare their f ¡nanc¡al report under IFRS for the first time for the year ended December 31,2011, with comparat¡ves required to be restated. As
a consequence, GHI willbe required to prepare an opening balance sheet atJanuary 1,2010, in accordance with IFRS.

ln the preparation of this opening balance sheet, GHI must adopt those standards and those account¡ng 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, retrospect¡ve application of IFRS account¡ng policies as atJanuary 1,2010 is required for most balances. However, upon firsttime
adoption there are a number of exceptions to th¡s 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 adopt¡on of IFRS - IFRS 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 follow¡ng planning considerations:

. Consider the elective exemptions applicable to GHI in conjunction with the related accounting and reporting topic areas.
¡ Strategize and decide on which exemptions to apply.
. Be ready to apply mandatory exceptions.
o Decide how GHI will 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 i disclosures.

The next phases of the conversion project, Design and lmplementation, 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 disclosures 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 ¡mpact of such choices and decisions. ln addition, this phase involves designing the new business processes and lT systems
(as applicable) in order to capture new data, and carry out reporting procedures.

We look forward to working with you through the next phase of this project.
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Executive Summary
This report summarizes the key findings from our detailed impact assessment. We have summarized, by topic area, the key accounting and reporting
gap differences and the ¡mpact that each key difference has on GHI's current accounting policy, lT and processes, other business areaj and people.
lncluded in each topic area is also an analysis of the available accounting policy choices and options under IFRS. ln 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 IASB and will 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 trans¡t¡on issues and provides some relief for differences between IFRS 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. lt is not known
whether this standard will eliminate all differences, some differences or whether all differences will have to be quantified and presented as a regulatory
asset or liability. The exposure draft ("ED") did not receive 100o/o 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 f inal form. Management will need to continue to monitor the status of
this project and build flexibility into the IFRS conversion project plan. ln this report, we have identified the existing differences between IFRS and GHI's
account¡ng policies. The ED may impact these differences. We have described the expected impact of the proposals in the ED in the sect¡on of this
report titled "Regulatory Accounting". GHI will have to monitor the IASB Rate-regulated Activities project and applicable OEB responses, and consider
the expected impacts on this conversion project.



ln summary, the conversion to IFRS will have a high impact on GHl. The conversion will result in significant accounting policy changes with result¡ng
impacts for lT systems and business processes. This is summarized in the figure below:

Accounting and Reporting

The conversion will result in significant accounting policy
changes, most notably with respect to the following
standards:

o IFRS 1, First time Adoption
. IAS '16. Property Plant and Equipment (PP&E)

o Regulatory Assets and Regulatory Liabilities

e IAS 23, Borrowing Costs

o IFRIC 18, Transfers of Assets f rom Customers

The high level accounting and reporting impacts are
discussed in the followíng pages

Business

The uncertainty of the responses to the IFRS
conversiôn by the OEB, as well as current
deliberatìons of the IASB on regulatory accountinçj
matters, increases the conversion effon and
resources required.

The accounting policy changes and resulting impact
1o financial results will require communication to ,

stakeholders.

Systems and Processes

Our preliminary view is that the current version of the
SunGard Public Sector system has limited functionality to
deal with all of the requirements ol IFRS. We anticipate
significant work effort, and possibly system changes,
required in building new business processes to record
transactions under IFRS.

SunGard has the functionality to deal with the PP&E
requirements for increased records and changes to
capitalization and depreciation policies where necessary;
however the system does not have the capability to
automatically effect retrospective changes in fixed values.

The SunGard system does not support dual reporting and
the requrrement for multiple separate ledgers for CGMP,
OEB and IFRS reporting, though alternatives are available to
track IFRS related adjustments and amounts.

People

Changes to account¡ng policies and the abovenoted
impacts to business processes will require technical
and transact¡onal level process training of employees,
not only in the accounting / finance department, but
also in the regulatory, and engineering and operations
departments.
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Summary of Key Findings
1. First time adoption of IFRS - IFRS l
GHI will prepare its financial report under IFRS for the first time for the year ended December 31,2011, with comparatives required to be restated. As a
consequence, GHI will be required to prepare an opening balance sheet at January 1,2010 in accordance with IFRS.

ln the preparation of this opening balance sheet, GHI must adopt those standards and those accounting polícies that will 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 earnings, or if
appropriate, another component of equity.

Under IFRS 1, retrospect¡ve 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 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 to GHl.

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

o Consider the elective exempt¡ons applicable to GHI in conjunction with the related topic areas discussed below.

o Strategize and decide on which exemptions to apply.

o Be ready to apply mandatory exceptions.

o Decide how GHI will design and implement the parallel system that will run for the 2O1O comparative year.

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



First time adoption of IFRS - IFRS 1 (continued)

Elective Exemptions

Brief Description of Kev Elective Exemption
. Perm¡ts the cost of an item of PP&E to be measured based on a deemed cost either:

- (a) fair value at date of transition
- (b) a previous CGAAP revaluatión (if broadly comparable to fair value or cost, or depreciated cost)
- (c) event dr¡ven valuation (i.e. lPO, privatizations)

o Available on asset by asset basis.

o Arises at transition only; is separate from on-going policy choice.

lf Exemption Elected
. The fair value or revaluation amount becomes the deemed cost as at January 1 , 2010 and is the starting point for subsequent accounting

(depreciation, replacement, etc).
o Corresponding adiustment amount is booked to retained earnings.
o Avoids need to reconstruct historical cost.

lf Exemotion Not Elected
o Need to reconstruct historical cost and net book value of PP&E using lFßS standards.

Relevant Considerations
o Availability of historical records to reconstruct costs.
. Resource effon to reconstruct cost.
o Any increase in values may offset negative adjustments arising Írom other conversion adjustments.
. lnherent assessment of impairment losses in determining deemed cost.
o Higher future depreciation charges and/or lower gain on future sale.
o External costs/diff iculties of determining fair value.
. Use of the exemption does not eliminate the need to ¡dent¡fy components.
. OEB will likely not accept deemed cost as an acceptable basis for the rate application, therefore, two sets of records would be required.
. lT system's capabil¡ty to record revalued/fair valued amounts as well as maintaining historical tax records, rate setting and CGAAP books.

Property, Plant and
Equipment

Fair Value or
revaluat¡on as

"Deemed Cost"

F'" M
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Property, Plant and
Equipment

Proposed exemption
Net Book Value as

Deemed Cost

First t adoption of IFRS - IFRS 1 (continued)

Brief Description of Kev Elective Exemption
o The Exposure Draft ("ED") on the new IFRS 1 exemption for rate regulated entities permits the Net Book Value of pp&E (used for general

reporting purposes) at January 1,2010 to be the basis of "deemed cost" if it is impracticable to determine fair value and to reconstruct
costs on an asset by asset basis.

¡ After this ED was released, the IASB commenced a project on Rate regulated Activ¡t¡es. The ED on Rate-regulated Activities proposes
IFRS transition relief for PP&E- Companies that are within the scope of the proposed standard may elect to Jse the carrying amount of
PP&E as the deemed cost on transition to IFRS.

lf Exemotion Elected
. No requirement lo restale historical cost or obtain a fair value.
lf Exemption Not Elected
. Restate historical costs or obtain farr values.

Relevant Considerations
o Need to demonstrate it is rmpracticable to determine fair value and reconstruct costs.
o lmpracticability is an onerous test.
o Assess whether there are differences between CGMP net book value and net book value as filed with the regulator.
. Outcome of the Rate-regulated Activities standard.

Brief Description of Kev Elective Exemption
o Adopt a policy of capitalizing interest on qualifying projects commencing after January 1, ZO1O.

lf Exemotion Elected
o Prospectively capitalize interest for all projects commencing after January 1, zo1o.
lf Exemgtion Not Elected
. Retroact¡vely capitalize interest for all qualifying projects i.e.

o ldentify all quatifying projects
o Determine direct borrowing costs
o Calculate interest to be cap¡tal¡zed

o Adjust amortization to reflect adjustment to PP&E.

Relevant Considerations
o Availability of historical records to retroactively calculate interest amounts to be capitalized.
e Likely to be an increase in retained earnings - level of retained earnings at January 1 , 2O1tO to be assessed,
. lmpact on rate-sett¡ng process.

o lf any of the deemed costs exemptions are used, then retrospective restatement of amounts previously capitalized rnay not be required.
,?-,.. .May use_ this electiqn or rhg-q99Ded cgst qxenp_ll9t_r ÞU! nAt þ9!¡,

Property, Plant and
Equipment

Borrowing Costs

11



Property, Plant and
Equipment

Transfers of Assets
from Customers

First time adoption of IFRS - IFRS 1 (continued)

Brief Description of Kev Elective Exemotion
o Exemption would allow IFRIC 18 to be applied to lransfers of assets f rom customers received on or after January 1,2010.
. Any date before the date of transition {January 1, 2010) can be designated as the date to apply IFRIC 18.

lf Exemotion Elected
¡ No requirement to apply IFRIC 18 to account for assets contributed by customers prior to the date of transition to IFRS.

lf Exemotion Not Elected
o Retrospectlvely apply interpretation to all past customer contriþutions.

Relevant Considerations

o Availability of historical records to retrospectively apply IFRIC 18

" ! _ _ ! np.aç! o-n_fa!e_9e!-tjng B!Q9_9s9

Brief Description of Kev Elestive Exemption
o Allows changes in decommissioning, restoration and similar liabilities to be added to or deducted from the cost of the asset at transition

date, and for this adjusted value to be depreciated prospectively.

lf Exemption Elected
o Liability is measured at the date of lransition.
o Estimate amount thaï would have been in PP&E when liability first arose, by discounting liability to that date using best estimate of historical

non-adjusted discount rate.

. Estimate accumulated depreciation that would have been recorded as at transition date.

¡ ,Adjustments made to retained earnings.

lf Exemotion Not Elected
o Retrospectively adjust liaþility, PP&E and depreciation each oeriod for any changes made (i.e. to estimated timing of payments, estimated

amount of payments and discount rates).

Relevant Considerations
¡ This exemption will only apply if asset retirement obligations are identified.
. AvailâÞil¡ty,of historical infgrmation !9, f_elrq9pgçlyely con_s_truct 9 rgco1d -qf 

qll adjV.Slmç¡!-s i¡ -eAçh peflgd

Brief Descriotion of Kev Elective Exemotion
o Permits recognition of all cumulative actuarial gains and losses at transition date in equity.
o The election must be applied consistently across all employee benefit plans and all entities.

lf Exemotion Elected
o Recognize in full, at transit¡on, all previously unrecognized actuarial gains and losses through equity (i.e

and losses to zero by adjusting opening equity).

o Avoids need to re-measure unrecognized actuarial gains and losses as if IFRS had always been applied

o Avoids the future amortization of previous unamortized losses to the P&L.

lf Exemption Not Elected

.:. . NCgq !9.19:!!9as!ri9 unrecognized g_c¡qaftgl gains and lgsseg 99. if l[!$ hgd always þ9e¡ appligd-,

reset unamortized actuarial gains

Property, Plant and
Equipment

Decommissioning
Liabilities

Employee Benefits

Actuarial gains/losses

rr. ìã
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First t adoption of IFRS - IFRS 1 (continued)

Relevant Considerations
o Availability of historical records for plans

-.- _ lmpac! on rete settjng proçesg.

Brief Descriotion of Key Elective Exemotion
. Permits an entity not to d¡sclose historical /trend information regard¡ng defined benefit plan arrangements.
lf Exemption Elected
o Can choose to disclose such amounts from date of transition only (i.e. the first annual IFRS financial statements will include two periods of

disclosures for employee benefit plans, being the first IFRS reporting period and the restated comparative period). An additional disclosure
period will be added each year until the five periods required by IAS 19 are provided.

lf Exemption not Elected
. An ent¡ty must disclose significant information for the current annual period (201 1) and the previous four annual periods.
Relevant Considerations

_o-... $vq ! !9bi li1,y o{ ¡ i s.tq¡Lç-a.l _r9ç9rQ9 ior p.t e 19.

Brief Descriotion of Kev Elective Exemption
o When an ent¡ty prepares separate financial statements (non-consolidated financial statements), the investment in the subsidiary can be

accounted for either at cost or in accordance with IAS 39, Financial instruments: recognition and measurement. lf a first-time adopter
measures such an investment at cost, it shall measure that investment at cost or it can elect to measure it at deemed cost ¡n its separate
opening statement of financial position. Deemed cost is either the fair value of the investment at the date of transrtion to IFRS or its
previous GAAP carrying amount at that date.

lf Exemotion Elected
. . For non-consolidated financial statements, ¡nvestments in subsidiaries can be measured at deemed cost which is the fair value of the

investment in the subsidiary at the date of transition. This amount will then be the cost basis from the date of transition onwards.
lf Exemotion Not Elected
o For non-consolidated financial statements, lnvestments in subsidiaries will continue to be carr¡ed at cost.
Relevant Considerations
o Difficulty and cost of determining fair value of the subsidiary.
. Users of financial statements and incentive to present investment in subsidiary at increased value (assuming fair value is greater than cost)

Employee Benefits
Disclosures

lnvestments in
subsidiaries, jointly

controlled entities and
assoc¡ates

n4#,;
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Firsttime adoption of IFRS - IFRS I (continued)

Mandatory Exemptions

Estimates

Ã"M
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Key GAAP Differences

2. Property, Plant and Equipment and Borrow¡ng Costs

Caoital vs. Expense
o Under both IFRS and CGAAP, costs of PP&E include all expenditures directly attr¡butable to bringing the asset to the location and working

condition for its intended use.

o IFRS provides specif ic Auidance as to the types of costs that are directly attributaþle. IFRS specif ically prohibits capitalization of
administrative other, general overhead and training, while CGMP is not as explicit (no specifìc prohibitions).

o Normally, feasibility studies are not cap¡talized under IFRS as these costs do not always result ¡n asset construction, and therefore may not
meet the criterìa of providing a future economic benefit.

o Third party compensation for damaged assets should be recognized as revenue when receivable, the replacement asset should be
cap¡talized and an impairment charge, íf applicable, recognized on the damaged asset.

Borrowino Costs
o Under IFRS, borrowing costs related to "qualifying" assets must be capitalized if certain cond¡t¡ons are met. IFRS also provides specific

guidance, as follows, on the capita¡ization rate and timing of cap¡talization, whereas CGAAP is silent
- Under IFRS the capitalization rate ¡ncludes a debt component only.
- lnterest on both general and specific borrowings is eligible for capitalization under IFRS.

l¡m¡ted to the actual ¡nterest expense incurred.
However, the amount capitalized is

- Capital¡zation is suspended when development is interrupted for extended periods, and ceases when the asset is ready for its
intended use.

Dismantlement or Decommissioninq Costs
o IFRS requires legal and constructive obligations to be considered in determining dismantling or decommissioning costs, compared to

CGAAP where asset retirement obligations are based on legal obligations only. The measurement of decommisiioning obligations is also
different under IFRS.

Cost Model vs. Revaluation Model
. IFRS allows two models for measuring PP&E after recognition: lhe cost model and the revaluation model (based on fair value).
Component Accountino
. separate accounting for "significant" componenls of PP&E is more rigorously applied and broader under IFRS. GGAAP is less specific than

IFRS about the level at which component accounting is required.
t Under IFRS, components include non-physical components such as a major inspection or overhaul, while CGMP does not provide guidance

on non-physical components.
De-recoonition

' IFBS requires that the carrying amount of a replaced asset or part of an asset be de-recognized (even if not treated as a separate
component) and the cost of the replacement asset be capitalized. CGAAP does not provide explicit guidance on the replacement of
components or parts of an asset.

l#,tïã
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Property, Plant and Equipment and Borrowing Costs (continued)

Deoreciation
o IFRS requires that component depreciation be taken based on its cost less its residual value over its estimated useful life which is similar to

CGAAP. However, IFRS also requires an annual review of the method of depreciation, residual value and useful life, where CGAAP requires
review periodically or when events or changes in circumstances indicate that the current estimates may no longer be appropriate.

e IFBS requires idle of inactive assets be depreciated.

. IFRS allows assets to be grouped for purposes of determining the depreciation charge only where the significant part of an item of PP&E
has the same useful life and depreciation method of another significant part of the same ¡tem. lt may be appropriate to aggregate
individually insignif icant items.

Transfer of Assets
o IFRIC 18, "Transfer of Assets from Customers", was recently approved by the IASB. Customer contributions are recognized at fa¡r value to

PP&E and revenue over the period of service. lt is necessary therefore to identify the services required to be provided to a customer ¡n
exchange for the asset. lf the service is merely connection to a network, then the credit is recognized in full to revenue at the date of.
connection. However, if the services. involve ongoing access to the supply of electricity on an ongoing basis at a price lower than would be
charged w¡thout the transfer of asset, then the revenue would be recognized over the period of ongoing supply or the useful life of the
asset (if earlier).

Maior soare parts

¡ IFRS and Canadian GAAP standards on inventory are harmonized. ln this industry and in practice, however, some variation in treatment can
occur regarding cyclical and insurance spares. Cyclical spares refer to major spare parts that are expected to be replaced during the life of
the asset, whereas insurance spare parts refer to major spare parts that are not expected to be used, but where it is necessary to keep the
spare available in the event it is required. Depreciation of the insurance spares follows the depreciation period of the asset it is in place for,
while cyclical spares are depreciated when they are put into use.

o Assets taken out of service are transferred to inventory to be held as spares. The transfers are recorded at cost râther than net book value.

Classification and Presentation
. An asset which incorporates both intangible and tangible elements should be accounted for in accordance with the more significant element

of the asset.

Capital vs. Expense
o Under IFRS, the criterion to capitalize burdens includes costs directly attr¡butable to bringing the asset to the iocation and working cond¡tion

for its intended use.

r Guelph Hydro Electric Systems lnc. ("GHESl") applies burdens to capital comprlsing of payroll and operations, engineering, vehicle and
stores burdens. These burdens include a variety of costs, some of which may be viewed as adm¡nistrative and other general overhead
costs. Management will need to review the components of GHESI's labour, engineering, fleet and material burdens to determine it they
meet the capitalization criteria under IFRS.

¡ The payroll and operat¡ons burden is comprised of employee benefits as well as costs for clothing, building maintenance. small tools, as well
as the salar¡es, benefits and other employment costs relating to the superv¡sors. These costs are allocated to capital based on an
establ¡shed percentage applied to direct labour values. Some of the costs included in the payroll and operations burden may not be
considered to be directly attributable to the construction of an asset. Management will need to analyze the components of payroll and
operations burden to determine if all costs can continue to be capitalized.

o The engineering burden includes the cost of all staff in engineering as well as non-labour costs such as general office supplies, training, and
computer maintenance. The non-labour components of the engineering burden are allocated to capital based on an established percentage
which is applied to actual direct labour values incurred for the employees in the engineering department. Some of the nonlabour costs

lmpact on GHI's
Current Accounting
Policy / Application
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Prope Plant and Equipment and Borrowing Costs (continued)

IFRS. Management will need to analyze the components of engineering burden to deternrine if all costs can continue to be capitalized.
o Fleet burden is capitalized by GHESI, using a standard vehicle rate for the vehicle when a vehicle is used on the project. Fleet expenses, of

which the burden rate is comprised, include buildìng operating costs, property taxes, depreciation, fuel, maintenance and supplies. This
burden includes a variety of costs some of which may be viewed as adminrstrative and other general overhead costs that cannot be
capitalized under IFRS. Management will need to analyze the components of f leet burden to determ¡ne if all costs can continue to be
capitalized.

o The stores burden consists of storekeeper hours, operat¡ng costs for building, freight costs, insurance, property tax and engineering
administration costs; the costs relate to cost of storing the inventory (receiving and stores department). Components of GHESlfs stores
burden may not be able to be capital¡zed under IFRS. Management will need to analyze the components of stores burden to determine if all
costs can continue to be capitalized.

. Under IFRS, pre-construction act¡vit¡es generally do not qualify lor cap¡tal¡zation as design work does not generate expected future
economic benefits. f n addition, start-up and pre-operating costs such as feasibility studies are generally expensed as incurred because they
are not linked to a specific item of PP&E at the time they are incurred. Management should determine whether these types of costs have
been caprtalized and the proper treatment as requ¡red under IFRS.

o When GHESI receives compensation from third parties for damaged PP&E (i.e. damaged pole in an accident) it should be recorded as
revenue when it is receivable. Management should develop a process to recognize th¡s compensat¡on as revenue, record the asset
impairment as an expense and capitalize the replacement asset.

Borrowinq Costs
. Under IFRS, borrowing costs have three components: qualifying assets, capital¡zation rates and timing of capitalization.
o Oualifying Asset: GHESI does not capitalize any interest on construction in progress balances. A qualifying asset is defined as an asset that

takes a substantial period of time to get ready for its intended use. ln KPMG's v¡ew a substantial period of time would represent an asset
construction extend¡ng well in excess of six months. Management will need to ensure that interest is capitalized for any asset construction
projects with a duration well in excess of srx months.

o Capitalizat¡on rate: Under IFRS the borrowing costs capitalized must reflect the weighted average of the actual borrowing costs applicable
to general borrowings, where specific borrowings for construct¡on are not in evidence.

. GHESI will need to consider what portion of their general borrowings from the City of Guelph is attributed to fund construction in progress
("ClP") and determine the capitalization rate applicable to the borrowing attributed to fund ClP.

o Timing of capitalization: GHESI will need to determine if there are periods of inactivity during which interest capitalization should be
suspended. GHESI will also have to determine when ¡t should cease capitalization.

Dismantlement or Decommissionino Costs
. GHESI currently does not record Asset.Retirement Obligations (AROs) under Canadian GAAP. Under IFRS, the broader provision

requirements surrounding legal or constructive obligations related to past events may require recognition of a liability for decommissioning
or dismantling activities. Therefore management needs to consider whether the estimated costs related to replacement of assets, such as
replacement of old meters w¡th smart meters, old poles with new poles, etc., meets the criteria for liability recognit¡on and what the
appropriate measurement amount is for any liabitity that might need 1o be accrued. Furthermore, management will need to consider
whether they have an obligation to restore the Ecotricity land and/or building at the end of the lease rerm, and determine appropriate
measurement amount for the decommissioning provision.

o GHESI, in general, will decommissron an asset only to replace it with another (substations and poles). No provision for the cost of removing
assets is currently recorded at the ¡nception of the asset; and all costs of removal and replacement are capital¡zed (expensed as appropriate)
at the time.of replacement. Management will need to determine if a liability should be recorded under IFRS.

Cost Modøl vs. Revaluation Model
o GHESI may elect to use the revaluatron model to measure its PP&E or continue to use the cost model. lf the revaluation method is

lffi#d
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Property, Plant and Equipment and Borrowing Costs (continued)

Comoonent Accountinq
o IFRS requires different individual components of an asset that require different depreciation methods or rates to be accounted for

separately. Although GHESI identifies individual components with¡n its assets to some extent, management will need to analyze its current
policy/method of identifying components to determine whether it is in compliance with IFRS requirements. The distribution plant is
segregated between substations, meters, transformers, overhead and underground lines: overhead and underground lines are made up of
switches, poles and cables, which may be significant components, and have not been segregated for amortization purposes.

. Management will need to analyze the nature of the overhead and underground infrastructure, build¡ngs, and other complex assets in order
to determine the appropriate useful life for each significant component in the class.

o GHESI does not currently segregate non-physical components such as a major inspection or overhauls for depreciation purposes. Current
inspection, testing and overhaul programs are performed as part of GHESI's repair and maintenance program. Management should give
consideration to identifying major inspections, or overhauls that entail major expenditures, which occur at regular ¡ntervals over the life of an
asset, as distinct from costs associated with routine repairs and maintenance. ln addition, management should consider ¡nspection costs
related to transformers and substations.

De-recoonition
o Assets, or components or parts of assets, are tested and replaced by GHESI regularly; specifically poles, meters and transformers, all of

which are grouped assets. Where inspections lead to major replacement or refurbishment of transformers and substations, GHESI will
capitalize the related material and labour through a work order. However, the asset that is replaced is generally not derecognized, and no
gain or loss is recognìzed on the replacement of PP&E. Management needs to review this policy as it is inconsistent with IFRS.

Depreciation

' GHESI depreciates assets on a straight-l¡ne basis over a useful life that has been outl¡ned by the OEB through the Electricity Disvibution
Rate Handbook, Appendix E Capitalization Rates. lf GHESI intends to continue to utilize these rates, it will need to demonstrate that these
useful lives truly reflect the useful lives of the assets to GHESI. We also understand that the OEB has proposed to fac¡litate a joint
depreciation study to determine depreciation methodologies and rates that w¡ll be applied to all electr¡cal distribution uti¡¡ties for the purpose
of setting rates.

. GHESI depreciates assets us¡ng a grouplife methodology. GHESI will need to demonstrate that these methodolog¡es truly reflect the
useful lives of the assets to GHESI.

. GHESI does not review the depreciation method, useful lives or residual values on an annual basis. This needs to be performed under IFRS.
Transfer of Assets (Contributed Capital)
o Currently transfers of assets are recorded as a contra account to PP&E. Under IFRIC 18, Transfers of Assets from Customers, where

GHESI concludes it controls the transferred asset, GHESI's use of a contra account in PP&E would not be appropriate, and at a minimum, it
will require that the credit to be recorded as either a liability or as revenue. The credit would depend on the nature of the identifiable
services provided. The credit is recognized in revenue ¡mmediately upon connection if the service is merely a connection to a network. lf
the service involves ongoing access to the supply of electricity on an ongoing basis at a price lower than would be charged without the
transfer of the asset, then the revenue would þe recognized over the period of ongoing supply or the useful life of the asset. The
Contributed Capital account in the Fixed Asset register is approximately $1 7 million (NBV) at December 31, 2008. Management will need
to mod¡fy their pol¡cy to be in accordance with IFRS.

Major Soare Parts
o GHESI carries major spare parts for its transformers, meters, poles and parts for the substation that they believe are critical to their ability to

provide emergency services quickly and efficiently in the event of a power failure or emergency. These spare parts are also put into use'
when the asset undergoes maintenance or is tested so there is no overall loss of power to customers. Meters and transformers that are
not dedicated to a particular piece of equipment are included in PP&E and are depreciated. The remaining spares are included in inventory
and depreciated when used and transferred to PP&E. Management needs to review the nature of their major spare parts to determine if
they are cyclical spares or insurance spares as these two different classifications of assets are subiect to different depreciation

1.",M
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Plant and Equipment and Borrowing Costs (continued)
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Additional IFRS
Disclosures

Property, Plant and Equipment and Borrowing Costs (continued)

The financial statements shall disclose, for each class of PP&E, a reconciliation of the cost and accumulated depreciation at the beginning
and end of the period showing items including additions, disposals and depreciation.

lf GHI elects to use fair value in its opening IFRS statement of financial position as deemed cost for an item of PP&E, its first IFRS financial
statements should disclose, for each line item in the opening statement of financial position (a) the aggregate of those fair values; and (b)
the aggregate adjustment to the carrying amounts reported under previous CGMP.
lf GHI chooses the revaluation model for measurement of PP&E on an ongoing basis, significant differences in disclosure would result, and
new disclosures would be necessary.

The following additional disclosures are recommended but not required under IFBS:
- Carrying amount of idle PP&E
- Gross carrying amount of f ully depreciated PP&E that is still in use
- Carrying amount of PP&E retired from act¡ve use and not classified as "held for sale"
'Where the cost model is used for measurement of PP&E, disclose the fair value of PP&E when it is materially different from the

cilIylng .qr.nq-rtfi!,

New Processes

' GHI will need to develop new processes to support the data capture and recording of transactions in accordance with new IFRS accounting
policies, such as:

- Capital¡zat¡on policy - develop a process for filing a capitalization policy with the OEB as part of GHESI's first rate filing after IFRS
adoption and any updates to the capitalization policy.

- Laþour and engineering, vehicle and materials burdens - change in process to have l.hese burdens reflect costs that can be
capitalized under IFBS

- Borrowing Costs - identify qualifying assets as those constructions in progress accounts that extend well in excess of 6 months
and implement a process to determine the ¡nterest to be capital¡zed.

- Capitalization rate of general borrowings - develop a process for determining the capitalization rate as the OEB will be
discontinuing publication of market based rates for applying borrowing costs to CWIP as indicated in their report on the
Transition to IFRS.

- Pre-construction activities - change the process to capitalize only those costs that provide a future economic benefit to GHl.
- Customer Contributions - change the process for journalizing customer contributions to map to revenue or deferred revenue as

needed.
- Decommissioning / dismantling - pending determination of material dismantlement costs, change the process to measure and

capitalize dismantlement costs related to replacements of poles, meters, transformers etc.
- Major Spare Parts - changes to the procurement process may be required to capture major spare parts that are to be recorded in

fixed assets as individual asset records as opposed to grouping them ¡n asset pools.

lT Svstems

øerftrs-Erry
. GHI will need to adjust its Fixed Asset suÞledger to accommodate any changes to GHI's cap¡tal¡zat¡on of þurden rates related to labour,

engineerìng, vehicles and materials etc. This is an issue not only during the parallel account¡ng period (CGAAP and IFRS financial staternents
for 2010), but also ongoing if the OEB require nonlFRS balances for rate settìng purposes. lf requirements for capitalized burden costs
differ, then this will lead to a different cost basis for regulatory purposes for the same asset.

. Amounts are capitalized as costs are incurred which may be prior to complet¡ng construction; the amounts capitalized are depreciated
manually on a monthly bas¡s.

lmpact on lT Systems
and Processes

il'"-M
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Prope Plant and Equipment and Borrowing Costs (continued)

range of accounts, for every un¡t that is billed to a work order (based on direct labour values). The SunGard system does not have the
capability to apply mult¡ple burden rates to transactions (i.e. for OEB vs. IFRS reporting). During the parallel accounting period, a new
process may be required to calculate adjustments for IFRS differences, or system changes may be required to accommodate the use of
multiple burden rates. Changes will also be required on a go-fonarard basis if two sets of transactional data are required (i.e., OEB and IFRS).

. All self-constructed assets are managed using the Work order request module in SunGard.
o The rates calculated are entered ¡nto rate tables w¡thìn SunGard system
Borrowinq Gosts
r Borrowing costs are not tracked within SunGard for constructed assets. Changes in fixed asset values for capitalized ¡nterest would have to

be manually calculated and affected via a manual journal entry
Comoonent Accountino
o The system impact of component accounting is significant as existing SunGard system does not have a Fixed Asset module to address this

requirement.
o As there is no Fixed Asset module within SunGard, the impact of restat¡ng opening fixed asset balances on transition as if IFRS had always

been used, cannot be automatically calculated by the system. An intensive manual process would need to be undertaken to manually
recalculate the fixed asset amounts and post rhe adjustments to the G/L.

o As a result of account¡ng differences, there could be two different cost bases for each asset added during the parallel accounting period, in
addition to possible different cost bases for OEB purposes vs. IFRS books.

o GHI will need to consider implementing the Fixed Asset Module and integrate into the current SunGard system. Functionality with¡n the
Asset Management module can address some of the requirements, for instance, each serialized item can be set up as a separate f¡xed
asset record and multiple fixed asset records can be linked together (in a parent child relationship) within the system for componentization
purposes. However, the Suncard Asset Management module does not have the capability to report f ixed assets multiple ways / for
multiple purposes. System changes or changes in business processes will be required to address this requirement.

. From a business process perspective. the impact ìs much higher, as each component must be set up in the SunGard Asset Management
module with its own asset record. This will be required regardless of the IFBS 1 choices made.

Gost Model vs. Revaluation Model
o Revaluations of fixed assets can be recorded manually using amortization spreadsheets; amortization of these new amounts can then be

performed, with the changes in fixed âsset values affected in the G/L by journal entries with¡n the SunGard system. Historical values are
retained þy the system, which can be viewed in the event the h¡storical values of the revalued assets are required..:

Depreciation
o As there ¡s no Fixed Asset module within the current SunGard system, spreadsheets are used to address requirements such as depreciation

period, depreciable amount, residual value, useful life, and depreciation method.
o Fixed asset scrap / residual values are:not currently captured within the work order system or fixed asset amort¡zation spreadsheet.

Changes will be required to the spreadsheet in order to record material fixed asset scrap values and adjust the deprec¡alion amounts. accordingly.

De-recoonition
o The business process impact of thrs requirement will be high for assets that are currently pooled within the system (¡.e. there is not an
.' individual fixed asset record for each item in the system) as a specific asset within the pool cannot be identified for de-recognition.
Disclosure
¡ Configure reports and/or spreadsheets to create continuity schedules as required for disclosure under IFRS.
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Other lmpacts
(Business and People

lmpacts)

Property, Plant and Equipment and Borrowing Costs (continued)

Financial lmpact: :

o Changes as a result of introducing IFRS may:
o Affect the timing of expense recognition - administrative and general overheads, ¡nterest expense, depreciation
o Affect the timing of revenue recogn¡tion for customer contributions
o Affect the net book value ("NBV") of PP&E
o lntroduce volatility to the P&L

Roqulatorv Reoo¡tinq:
. Further consideration must be given to the impact on rate sett¡ng.
o GHI may need to maintain two sets of books (IFRS and OEB), and reconcile them where required. This is currently the subject of OEB

deliberation.

lf the OEB doei not change the rate settinq mechanism :

o IFRS could impact rate base to the extent that NBV of PP&E changes for capitalization of :

o lnterest
o Administrative other general overheads
o Abnormal amounts of wasted labour
o Assel ret¡rement obligations

. IFRS could impact rate base to the extent that NBV of PP&E changes for changes to deprec¡ation resulting from:
o Component accounting
o Review of useful lives
o Review of depreciation methods
o Review of residual values

o IFRS could impact rate base to the extent that NBV of PP&E changes for the following:
o Use of the revaluation model
o De-recognition of replaced assets or parts of assets

o IFBS could impact revenue requirement to the extent that the capitalization of d¡stribut¡on expenses and administrative and other generat
expenses changes for:

o Abnormal amounts of wasted labour
o Expenses included in overhead rates

Other Business lmoactsr
o To the extent that the IFRS value of PP&E differs from the value accepted by the OEB, GHI's cost of assets under IFRS may not be fully

recoverable from their customers.
o Volatility in the P&L will affect key ratios revrewed by management, the audit committee and the board such as current ratio and return on

cap¡tal ratios.

o Volatility in the P&L will affect key inputs to the debt covenant calculations (Times-lnterest-Earning Ratio) for the Federation of Canadian
Municipal¡ties debt.

¡ Volatility in the P&L will affect overall results and thus consideration should be given to the impact GHI's incentive basep compensation.
o The proposed new dividend policy is 50% of net ¡ncome. The dividend payment policy may need to be amended to be more cash flows

based.

Budoet lmpact:
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Prope Plant and Equipment and Borrowing Costs (continued)

Tax lmpact:
o The impact on taxaþle income will have to be assessed once Canada Revenue Agency's guidelines anci the IFRS tax standard are fully

developed.

Peoole lmoact:
o As a result of changes to PP&E and what can and can't be capitalized, the engineering / operations crew will need to be trained on Rew

capitalization processes (i.e. what can be included in a work order such as start-up costs).
o Training for accounting and finance teams on new processes as described above.
o Training for rate regulation staff regarding use of a second ledger for OEB books, and resulting reconciliation processes.

Strateoic Planninq
o Engagement of the OEB to ensure plans for changes to rate-regulated processes are clearly understood and regulatory impacts identified.
o Plan and design function of the second set of books, identify primary vs. secondary basis of account¡ng; IFRS vs. Canadian GAAP/OEB.
Caoital vs. Exoense
r ldentify the.components of the pre-construct¡on activit¡es that would not qualify as providing expected f uture economic benefits to GHl, and

quantify materiality of currently capitalized costs (feasibility studies and other pre-construction activities).
o ldentify the components of the labour, engineering. fleet and stores burden that would not qualify as directly attributable costs for

cap¡talization under IFRS.

o Conclude on appropriateness to capitalize current labour, engineering, fleet and stores burdens to PP&E as costs directly attributable to the
construct¡on of the asset.

o Once accounting conclusions are reached regarding the burden rates, design changes to the system as necessary.
o Conclude on whether a decommissioning / dismantling cost should be recognized for constructive obligations (i.e. replacement costs of old

meters for smart meters). lf asset retirement obligations are identified, then it will be necessary to consider the related IFBS 1 exemption.
o Develop a process to identify constructive obligations for decommissioning/dismantling costs that may occur in the future.
I Design changes to the process for recording replacement of damaged equipment and third party compensation.
Component Accounting
o Determine appropriateness of current levef of PP&E componentization.
o Conclude on whether significant non-physical components exist.
o Once conclusions are reached regarding the appropr¡ate level of component¡zation under IFRS:

o quantify non-physical components if they exist;
o calculate new carrying values for new components;
o conclude on lhe need to retrospectively apply new component level based on materiality;
o develop business processes to create new master file records as necessary for each new component.
o' determine useful lives of components ¡dentified

Cost Model vs. Revaluation Model
Conclude on use of revaluation or cost model to measure Pp&E

De-recoqnition. Deoreciation and Borrowino Costs
o lnvestigate appropr¡ateness of current estimates of.useful lives and residual values. Design process for updating the Fixed Asset

arnortization spreadsheets for changes to useful lives (i.e. depreciable period) and residual values to ensure changes can be made on a
_ . prosp. ectiyg_b,As-i9.

Considerations for
Next Phase

(Conversion Plan
Activities)
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Property, Plant and Equipment and Borrowing Costs (continued)

o Consider appropriateness of current useful lives of significant components under IFRS.

o Consider appropriateness of current depreciation method and residual values.
¡ Develop and implement processes for reviewing the residual value and useful life of assets, at least annually. This process should highlight

the significant components or areas of the PP&E where residual values could change over t¡me, which would likely be fairly specìfic.
oDesignnewproceSSesforde+ecognitionrequirementswhenassetS,componentS,orpartSofaSsetsarereplaced.

o Design new policies and processes for capitalizing borrowing costs with respect to the capitalizat¡on rates and qualifying assets.
IFRS 1

. Conclude on policy for assessing opening balance of PP&E at transition.
o Conclude on the applicability of the ED exemption and the impact of the ED on rate regulated account¡ng.
o Conclude on option for treatment of borrowing costs on transition.
o Conclude on option for treatment of past contributions of assets from customers.
o lf asset ret¡rement obligations exist, conclude on option to depreciate changes to decommissioning liabilities on transition prospectively.

Transfers of assets
. Determine a process for identifying services rendered in connection w¡th customer contributions for prospective application of th¡s standard.
o Conclude on whether service assoc¡ated with transferred assets is.a connect¡on to a network or involves the ongo¡ng access to the supply

of electricity on an ongoing basis at a price lower than would be charged w¡thout the transfer of the asset.
Classif ication and Presentation
o Conclude on the practìcal treatment.for major spare parts, as either insurance or cyclical spares.
o Design new processes for any change in treatment of major spare parts.

Other
o Consider changes 1o incentive compensat¡on programs.

o Determine communication strategy with stakeholders regarding volat¡lity in the P&L as a result of conversion to IFRS.
o Determ¡ne specific tra¡ning requirements of var¡ous staff.
o Determine impact of IFRS conversion on account¡ng for income tax once GHI has adopted the relevant changes in CICA HB s346S.
o Consider the need for documentation of techn¡cal conclusions through draft accounting policies.
o Design financial reporting processes and procedures, and draft accounting policies.

Befer to lFßS 1.

Refer to lmpairments.

Refer to lnvestment Property (see Miscellaneous Topics).

Refer to Provisions, Contingent Assets and Contingent Liabilities for consideration given to decomm¡ssioning and d¡smantl¡ng costs-

ReJe( tq,l alarrg¡þIe9,

o

a

a

o

,o.

lndex of Additional
Topics of lnterest
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Key GAAP Differences

3. RegulatoryAccounting

Under IFRS, all items recognized in thè financial statements must meet the definition of a financial statement element as defined in the
IFRS framework' CGMP previously exempted rate regulated entities from applying these definitions to þalances resulting from rate
regulation. Commencing in 2009, CGMP permits, through the GAAP hierarchy, rate regulated ent¡t¡es to apply specific inãustry guidance
(FAS 71), which can give rise to regulatory assets and liabilities.
A project to develop a standard for Rate-Regulated Activities has been undertaken by the IASB with an exposure draft released on July 23,
2009 (the "ED"). This_ ED addresses assets and liabilities resulting from rate regulation. Some differences exist between th¡s proposed
standard and current Canadian accounting treatment.
Like CGAAP, regulatory assets and liabilìties would be recognized under the proposed stanciard provrded GHI meets the scope criteria. The
proposed standard also requires these regulatory assets and l¡abilities to be reviewed to determine if there are temporary differences that
exist that would require the recogn¡t¡on of a deferred tax asset or liability.
costs that are required by a regulator to be ¡ncluded in the cost of an asset (i.e. PP&E or intangibles) for rate-making purposes, but would
otherwise be expensed in accordance with IFRS, are required to be capitalized and disclosed as an item of pp&E, iiii is hiohlvorobable that
they would be allowed by the regulator. lf ¡t is not highly probable then the costs may be accounted for as separate regulatory assets.
Regulatory assets and liabilities are measured at the expected present value of cash flows to be recovered or refunded on initial recognition
and at the end of each report¡ng period. The cash flows must be probability weighted and discounted at the current market risk-free iate.
Regulatory assets are to be tested for indicators of impairment.
Regulatory assets and liabilities must be presented as either current or non-current, without offsetting.

The proposed Rate+egulated Act¡vities standard applies to those entities rhat are w¡th¡n the proposed scope of the standard. GHI will need
to determine if the¡r operat¡ng activ¡ties meet the two criteria set out in the proposed standard.
GHI currently records luture tax assets or ¡iabil¡t¡es with respect to its regulatory assets and liabilities. GHI will have to determine if any
deferred tax assets or liabilities will be required under this proposed standard.
The proposed standard requires a company to apply other IFRSs first and any amounts that would otherwise be recognized as income or
expense in accordance with the other IFRSs may be recognized as a regulatory asset or liability when a right to ,"couã¡. or obligation to
refund exists. This is also applicable to assets and liabilities- e.g. smart meters recorded as a regulatory asset should probablyLe recorded
as PPE not as a regulatory asset.

GHI capitalizes certain costs through ils burdens that may not be cap¡talizable under IAS 1 6, Property, Ptant and Equipment. lf the regulator
requires GHI to capitalize these costs then the proposed standard would require the company to include these costs in the cost of pF&E as
is currently done provided ¡t is h¡ghly probable 1o recover them rather than recording these differences as regulatory assets. GHI will have
to determine wh¡ch costs are currently being capitalized that would not be allowed under IAS 16 and determine if the regulator requires
these costs to be capitalized. OEB issued new policies on July 28,2OOg which require utilities to use IFRS capitalization accounting
requirements.

GHI measures ¡ts regulatory assets and liab¡lit¡es at the d¡fference between the costs incurred currently and the amounts collected from or
refunded to its customers. GHI will have to develop a process to measure ¡ts regulatory assets and liabilities at the expected present value
of the cash flows. GHI will have to determine the probability of recovery or refuñd and determine its current market risk free rate and the
price for bearing the uncertainty at each reporting period.

GHI will need to develop a process to test its regulatory assets for indicators of impairment. lf indicators of impairment exist, GHI will have
to test the- ç.qgh g.en9¡q1¡ng u,ntt f_ol IngE¡rrln9.al.

lmpact on GHI's
Current Accounting
Policy / Application
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Regulatory Accounting (continued)

Additional IFRS
Disclosures

a

a

a

The proposed standard requires disclosure of risks and uncertainties affecting the future recovery of regulatory assets and liabilities

A continuity schedule for each category of regulatory asset and liability is required to be disclosed.

lf additional financing costs are capitalized in excess of the amounts required by IAS 23 Borrowing Costs, this amount must be disclosed.

Nefv Processes

. GHI will need to develop new processes to support separate regulatory reporting and rate setting requirements.

lT Svstems
o Changes in regulatory asset / liability amounts are affected by a combination of automated postings (billings from the SunGard system) and

manual adjustments, based on monthly reconciliations performed, using standard journal entry functionality within SunGard. ln the event
that accounting for regulatory assets and liabilities differs between IFRS and OEB reporting requirements, two sets of reporting will be
required.

o SunGard does not have dual reporting functionality and thus does not have the capability to report amounts under both CGAAP and IFBS for
the2010fiscal period. GHI will needtoexplorealternativemeansforlFRsreportingsuchastheuseof additional lFRsadjustmentG/L
accounts or modify the system to copy source transactions to a separate IFRS company database and process entries using IFRS rules/
conf igurations,

. Utilizing the test environment w¡thin Suncard, fixed asset transactions can potentially be reported using differing methods for each financial
reporting requirement (CGAAP, Tax, OÊ8, IFBS).

o The OEB report requires rate applrcations filed in 201 1 for 2Q12 rates to provide 2010 historical year informat¡on ¡n both CGAAP and IFRS.
201 1 and 2012 financial information must be provided in modified IFRS. Historical year prior to 2010 may be provided in CGMP only.

Ã

lmpact on lT Systems
and Processes
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Other lmpacts
(Business and People

lmpacts)

Regu, .y Accounting (continued)

Financial lmpact:
o The proposed standard may result ¡n the recognit¡on of additional impairment losses and also may result in recognition of additional

revenues and expenses.

Requlatorv Reportinq:
I Regulatory assets and liabilit¡es may be measured on a different basis than that requ¡red by the regulator. GHI may need to maintain tvvo

sets of books for its regulatory accounts.

' lt must be highly probable that the regulator will require a cost to be included ¡n the cost of an asset for rate-making purposes in order for
that cost to be included ¡n the cost of the asset under the proposed Rate-regulated Activities standard. lf it is not hìghly probably, asset
values under'IFRS will be different than lhat reported for rat+making purposes. GHI may need to ma¡ntain two sets of books.

' ln ¡ts report dated July 28, 2009, the OEB indicated that regulated net book value should be used as the basis for setting open¡ng rate base
values upon adoption of IFRS accounting and that IFRS capitalization requirements w¡lt be used after the date of adoptio:n of IFRS. lt is not
clear whether the dale of adopt¡on of IFBS (oEB date) and the transit¡on date 0FRS date) are the same date. GHI will have to ma¡nta¡n two
sets of books ¡f these two dates are different.

Tax lmoact:
. The impact on taxable lncome will have to be assessed.

Peoole lmoact:
o Training for account¡ng and finance staff regarding the application of the proposed standard for Rate-regulated Activit¡es.
IFRS Proiect lmoact:

' lnterpretation of the proposed Rate-regulated Activit¡es standard is still in progress and the impact on LDC's in Ontario is not completely
known.

o The approved standard may differ from the ED and those differences are not known. GHI will have ro burld flexibility into their project plan
as a result.

' OEB policies have been set out in their July 28,2009 report for filing requrrements and the version of GAAP to be used, however, the Board
may revisit their pol¡cies in particular perta¡ning to f iling requirements subsequent to 20j2.

Evaluate GHI's act¡vities against the scope of the proposed standard to determine if the company is with¡n the scope of the standard and
can apply the recommendations.

Determrne whether any deferred tax assets or liabilities are required relating to regulatory amounts.
Evaluate the regulatory assets and liabilit¡es against the definitions contained in the current and proposed IFBS framework.
Determine whether there are any costs that the regulator requires the company to include in the cost of the asset and evaluate whether this
requirement ¡s h¡ghly probable

Design a process to measure regulatory assets and liabilìties at the expected present value of the cash flows.
Design a process to evaluate whether there are any indicators of impairment of the regulatory assets.
Design a process to test cash generating un¡ts for impairment.

Monitor|ASBdevelopmentsw¡threspecttotheEDonRate-regulatedActiv¡t¡es. Afinal standardisexpectedinJune20l0.

o

O

a

a.

o

a
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Key GAAP Differences

4. Revenue

Revenue Recoqnition
o Under IFRS, service revenue is recognized when the outcome of the transaction can be estimated reliably. Certain sources of revenue are

not recogn¡zed as revenue under rate regulated accounting (e.g. smart meter customer billings).
IFRS requires revenue to be measured at the fairvalue of the consideration received or receivable.
revenues to be recorded at approved amounts.

Rate regulated utilities argue that under CGAAP, following the GAAP hierarchy, they can use FAS 71
transactions.

a

a

Rate regulated account¡ng allows certain

to account for rate regulated

o IFRS requires revenue to be presented on a gross or net basis depending on the assessment of terms and risk. Billable work is presented
on a net basis in the financ¡al statements.

Customer billings for the de¡t retirement charges are recorded as a liabil¡ty which is cleared when payment is made to the Ontar¡o Energy
Finance Corporation ("OEFC"). No revenue is ever recorded for these customer billings. lf GHI is act¡ng as a principal ¡n respect of these
billings then the billings would be recognized as revenue under IFRS. lt is management's preliminary view that GHI acts as an agent ¡n
connection w¡th these transactions.

The rate ¡mpact of changes ln the tax rates occurr¡ng after the rate application has been filed has been recognized as a reduction of
distribution revenue. Distribution revenue should be measured at the fa¡r value of the consideration received.
IESO settlement arranoements - the adjustment at month end to make expense equal revenue may not meet the recogn¡t¡on criteria under
IFRS as an asseVliability w¡th a corresponding ¡mpact on either revenue /purchases.
Retailer customer accounts - GHI records revenue (gross) as a principal for services provided through a Retailer. Management will need to
determine whether or not the utility acts as principal or agent in connection with reta¡ler billings.

' Ontario Power Author¡tv (OPA) - Funding received from the OPA is recorded net of related costs in deferred revenue. GHI will have to
determine if they act as principal or agent for the programs operated through OPA funding and a determination will have to be made

- .,. !v¡.9t1-'ì9r..1þe-!u0dins r-e-c_et-v,e^d frgm_tb,e Qfg-¡s-¡1-lþ na_tcfe_o_f .9-9-9y9lng].eJì_t s-G01,

Accounting policies for the presentation of government grants may need to be developed and disclosed
No other material disclosure differences noted.

New Processes
. GHI will need to develop new processes to support revenue recognition in accordance with IFBS.
lT Svstems
o Billing, collections and cash processing of utility bills are processed through the SunGard system. Should accounting policies regarding

revenue recognit¡on on utility billing be changed, GHI will need to rev¡ew the mapping of billing transactions to the GL chart of accounts andi' assess other potential implications (i.e. adding additional GL accounts, changing existing GL aðcount category codes for reporting, changing
existing custom reports to exclude or include certain accounts from appropriate accounting ledgers).

o

a
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Other lmpacts
(Business and People

lmpacts)

Revenue (continued)

Financial lmpact:
o The introduction of IFRS may result in the recognitíon of additional revenue sources and impact the amount. timing and recogn¡tion of

certain revenues and expenses.

Reoulatorv Feportinq:
o where the f¡nancial impacts noted above are not accepted by the oEB, GHI may need to maintain two sets of books, IFRS and oEB, and

reconcile them where required. This is currently the subject of OEB deliberation.
Other Business lmoacts:

' Changes to the amount and timing of revenue and expense recognilion will affect the key rat¡os rev¡ewed by management, the audit
comm¡ttee and the board. The changes w¡ll impact reta¡ned earnings which may impact debt covenant (Times-lnterèst-Earning Ratio)
calculations.

Budqet lmoacts:
o Consideration will have to be given to changes required in the budgeting process with respect to the amount and timing of revenue

recognition.

Tax lmpact:
. Addit¡onal revenue sources may be included ¡n accounting income. Tax impacts will have to be considered.
Peoole lmpact:
o Accounting and finance staff will require training on the application of revenue recognition principles under IFRS.

¡ Design new processes for the recognition of all customer billings as revenue whtle track¡ng revenue and associated costs and approved
recoveries for rate setting purposes; if required.

o Conclude on whether GHI is acting as agent or principal w¡th respect to the bill¡ng, collect¡on and payment of retailer billings, on behalf of
the c¡ty, and the debt retirement charge as well as other "pass through" activ¡ties.

o May need to design new processes to capture debt retirement charges as revenue and record the related expense tothe OEFC.
. May need to redesign the budget process to reflect the changes to revenue recognition.
o Determine communication strategy w¡th stakeholders regarding changes to amount and timing of revenue recognition.
o Determine specific training requ¡rements for finance staff.
o Consider the need for documentation of technical conclusions through draft accounting policies.
. Design financial reporting processes and procedures, and draft account¡ng policies.

o Befer to Regulatory Assets and Liabilities.

I

Considerations for
Next Phase

(Conversion Plan
Activities)

lndex of Additional
Topics of lnterest
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Key GAAP Differences

5. lntangible Assets

a

o

The new Canadian GAAP HB 53064 Goodwill and lntangible Assets is effective for GHI on January 1, 2OOg. This new Canadian guidance is
largely harmonized with IFRS, except IAS 38 which:

o permits intangible assets to be measured subsequently using fair value (if specific criteria are met) or the cost method;o provides more detailed guidance on estimating an asset's useful life, selecting and reviewing an amort¡zat¡on period and
method, and reviewing retirements and disposals

An asset which incorporates both intangible and tangible elements should be accounted for in accordance with the more significant element
of the asset.

GHI's computer software, purchased with computer hardware as a bundle, is currently classified as pp&E.

Depending on which component of the software is more significant, the tangible or non-tangible component, some computer software may
be re-classed to lntangible Assets. Computer software would represent a finite life intangible asset.

Disclosures of rntangible assets include:
o lndefinite vs. finite useful lived intangible assets;
o Amortization methods and useful lives/amortization rates where the intangible asset has a finite life;
o Gross carrying amount and accumulated amortization;
o The line to which the amort¡zation expense has been recorded;
o A reconciliation of lhe cost and accumulated amortization of each class at the beg¡nn¡ng and end of the period including

additions, disposals, held for sale assets, changes due to revaluations, impairment losses & reversals, amortization
recognized during the period;

o For intangible assets w¡th indefinite useful lives, the carrying amount and the reason for assessing the asset as an indefinite
lived intangible;

o A description, the carrying amount and remainrng amortization period of any individual intangible asset that is material to the
financial statements.

New Processes

' A new business process should be developed to identify whether future purchases of software should be classified as PP&E or lntang¡ble
Assets.

lT Systems

' System configuration changes may be necessary to map lntangible Assets to separate accounts ¡n the chart of accounts, and ult¡mately the
financial ståtements via separate account groupings.

Reoulatorv Reoortinq:
o . Rate base could be impacted to the extent that CompuTer Software is moved to lntangible Assets.
Peoole lmoact:

lmpact on GHI's
Current Accounting
Policy / Application

Additional IFRS
Disclosures

lmpact on lT Systems
and Processes
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lntangible Assets (continued)

lmpacts)
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6. lmpairments

Key GAAP Differences
Similar to CGAAP, long lived assets other than goodwill or indefinite life intangible assets, are tested for impairment when there has been atriggering event. However, impairment testing under IFRS involves a one stage process where the carrying value of the asset (or group ofassets) is compared to the recoverable amount, which is defined as the highèr of the valu+in-use (discounted cash flows) or fair value less
cost to sell. ln contrast, CGMP first determines whether impairment exists by comparing the carrying value to the undiscounted cashflows, and, if a writedown is necessary, the carrying value is compared to fair value of thè asset.
Value-in-use is a new concept under IFRS; it represents the d¡scounted future cash flows of an entity.
Under IFRS, impairment testing is conducted for a Cash Generating unit ("CGU"), the smallest group of assets that generates cash inflowsfrom continuing use that largely are ¡ndependent of the cash inflowi of other assets or groups thereof. Generally, a CGU is at a lower level
than an asset group used under CGAAP.

lmpairment Iosses, other than from goodwill, are reversed if there has been a change in the estimate used to determine the assets,
recoverable amount.

lmpact on GHI's
Current Accounting
Policy / Application

GHESI has not recorded an impairment loss on its long lived assets to date. Management believes that so long as GHESI can recover costs
on its PP&E through rates it w¡ll never irigger the requirement to review impairment. Management needs to äÑ ñt;;arrment
triggering events under IFBS to determine that this approach is still approprìate.
Management will need to review the allocation of assets to determine what makes up a cGU and if the rate regulated operations are one
cash generating unit.

Where a separate set of OEB books are maintained, a potent¡al triggering event may include permanent differences between the OEB and
IFRS cost basis of long lived assets (such as disallowed costs in rate base), as the recoverable amount wouto oe hmii"o ovin" õeã ourrn."
that is approved for recovery through rates.

GHESI receives transfers of assets from customers. Any ¡mpacts on the recoverable value of these assets given the current regulatory
treatment must be considered. (i.e. they are not included in rate base).

JJ



Additional IFRS
Disclosures

lmpairments (continued)

lf impairments of Long-lived Assets and lntangible Assets are recorded, then the following disclosures would be required for each class of
ASSET:

o The amount of impairment losses recognrzed or reversed in prof it or loss during the period, and the line item it was recorded
to;

o The amount of impairment losses on revalued assets recognized {or reversed) in other comprehensive income during the
period.

For each material impairment loss recognized or reversed during the period, disclose the following:
o The events and circumstances that led to the recognition or reversal;
o The amount;
o The nature of any individual assets or a descript¡on of the CGU, where applicable;
o Any changes to the assets comprising a CGU;' o Whether the recoverable amount is the fair value less cost to sell or value-in-use, with discount rates used ¡f the latter.

Disclose, in aggregate, the main classes of assets affected by, and the main events and circumstances that led to, an impairment loss or
reversal.

New Processes

o Reconciling OEB balances to IFRS long lived asset balances to determ¡ne whether assets are recoverable; where the OEB balance is less
than the IFRS balance, a triggering event may exist as the recoverable amount (through rates) would be limited to the OEB balance.

. For assets where a triggering event has occurred, an impairment test w¡ll need to be completed. GHI will need to develop processes in
accordance with new IFRS accounting policies, such as:

o Determining CGU's;
o Gathering fair value and cost to sell information;
o Gather¡ng cash flow details and calculating other est¡mates (i.e. discount rate);
o Allocating an impairment loss aiross the assets in a CGU;
o Tracking assets that are impaired for potential future impairment reversals.

lT Svstems
. As there ¡s no Fixed Asset module within the current SunGard system, GHI can utilize the Fixed Asset amortization spreadsheets to record

impairment losses on assets (PP&E and finite life lntangible Assets, such as computer software) by changing the fixed asset value. The
system does not reta¡n a history of previous values.

lmpact on lT Systems
and Processes

Krã
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lmpa. nts (continued)

Financial lmpact and Reoulatorv Reportinq:
o ln general, the new requirements give rise to more frequent impairment. However, ìn rate regulated industries, impairment losses would

generally be dependent on the differences between the asset balances submitted to the OEB (¡.e. the recoverable rate base) and the IFRS
balances.

o To the extent that impairment losses are recorded, the ¡mpact on regulatory reporting will have to þe detefmined.
Other Business lmpact:

' The calculation of dividends payments will be impacted if an impairment loss is recognized. GHI will have to amend the definit¡on of the
measures used for this calculation.

' Key performance indicators such as net income, operat¡ng and capital expend¡tures, EBITDA, return on rate base, return on equity and other
key ratios may be impacted if an impairment loss is recognized.

' Key inputs to debt covenant (Times-lnterest-Earning Ratio) calculations for the Federation of Canadian Municipal¡ties debt may be impacted
Tax lmoact:
o The impact on taxable income will have to be assessed once Canada Revenue Agency's guidelines and the new IFRS tax standard are fully

developed.

Peoole lmoact:
o Training accounting and finance teams on new processes as described above.
¡ Training for finance teams on methods and concepts used ¡n ¡mpairment testing under IFRS.

. Determ¡ne if there are separable assets within the regulated busrness and determine the assets to be ¡ncluded in each CGU.
o Develop a policy and processes for impairment testing including:

o Determining CGU's;
o Gathering fair value and cost to sell information;
o Gathering cash flow details and calculating other estimates (i.e. d¡scount rate);
o Allocating an impairment loss across the assets in a CGU;
o Tracking assets that are impaired for potential future impairment reversals.

o Configure reports or design new processes to address new disclosure requìrements under IFRS.
o Consider the need for documentation of technical conclusions through draft accounting policies.

.. Design financial reporting processes and procedures, and draft accounting policies.

Other lmpacts
(Business and People

lmpacts)

Gonsiderations for
Next Phase

(Conversion Plan
Activities)

lndex of Additional
Topics of lnterest

a

a

Refer to PP&E.

Refer to lntangible Assets.
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Key GAAP Differences

7. Provisions, Contingent Liabilities and Contingent Assets

IFRS requires both legal and constructive obligations to be assessed in determining dismantling or decommissioning costs, compared to
CGAAP where asset retirement obligations are based on legal obligations only.

The measurement of a decommissioning provrsion differs under IFRS whereby the accretion on the liability is required to be treated as
¡nterest expense.

ln determining whether a provision should be recognized, both CGMP and IFRS look to past events and the probab¡lity of future outflows of
resources. However, the probability threshold is different: IFRS uses a "more likely than not" threshold (greater than 50o/o), while CGMP
uses a "likely" recognition threshold (greater than 70%).

lf there is a large population and a contrnuous range of equally possible outcomes, then the obligation is measured at the m¡d-po¡nt of the
range under IFRS. CGAAP requires that where no amount within a range is a better est¡mate than any other, then the obligat¡on is
measured at the low end of the range.

IFBS requires discounting of provisions if the effect would be material.

GHI may have decommissioning provisions to be recognized under IFRS whereas they have recognized no such Asset Retirement
Obligations under CGAAP. Decommissioning provisions may relate to the dismantling of transmission and distribution equipment and to old
meters for the mandatory replacement by smart meters.

GHI may have additional provisions to be recognized under IFRS based on the lower probability threshold for a provision.

IFRS requires additional disclosures for each class of provisions, as follows:
o The carrying amount at the beg¡nn¡ng and end of the period;
o Additional provisions made in the period, including increases to existing provisions;
o Amounts used (i.e. incurred and charged against the provision) during the period;
o Unused amounts reversed during the period;
o The increase during the period in the discounted amount arising from the passage of time and the effect of any change in the

discount rate, where applicable.

For each class of provision, GHI shall disclose:
o A brief description of the nature of the obligation and the expected timing of any resulting outflows of economic benefits;
o An indication of the uncertaint¡es about the amount or timing of those outflows. Where necessary to provide adequate

information, disclose the major assumpt¡ons made concerning future events;
o The amount of any expected reimbursement, stating the amount of any asset that has been recognized for that expected

reimbursement, where applicable.

lmpact on GHI'S
Current Accounting
Policy / Application

Additional IFRS
Disclosures
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Provi ;, Contingent Liabilities and Contingent Assets (continued)

New Processes
¡ Process changes to identify and measure provisions and cont¡ngent assets and liabilities.
o Design new process to create continuity schedules as required for disclosure under IFRS.
lT Systems
. No system impact is expected.

Financial lmpacts
o The introduction of IFRS may result in the increased recognition of provisions which will impact results.
Reoulatorv Reoortina:
. Further consideratron to be g¡ven to the impact oR rate sett¡ng.
. lf the OEB does not harmonize the rate sett¡ng mechanism with IFRS then:

o IFRS could impact rate base to the extent that asset retirement oþligations and decommissioning provisions are required.o IFRS may impact revenue requirement to the extent that recorded provisions increase depreciation and operations and
maintenance expense.

Other Business lmpact:
o lf additional provisions are recorded, GHI will have to assess the impact on cost per customer used as key performance indicators and in the

bonus plan as well as the ¡mpact on the calculation of net income for purposes of dividend payout calculation.
Tax lmoact:
o The impact.on laxable income w¡ll have to be assessed once Canada Revenue Agency's guidelines and the new IFRS tax standard are fully

developed.

People lmpact:
o Training accounting and finance teams on recognition and measurement of provisions and any changes in processes resultrng.
o Training regulatory team on the differences that may arise under IFRS.

Conclude on whether a decommissioning / drsmantling cost should be recognized for construct¡ve obligations, for example replacement
costs of old meters for smart meters and transmission and distribution equipment.
Further analyze the current or potential liabilities to determine if a provision should be recognized under IFRS, by applying a lower threshold
than applied under CGAAP.

Configure reports or design new processes to address new disclosure requirements under IFRS.

Develop a process to reassess est¡mates (i.e. discount rates) where discounting of provisions is requirecl and determine appropriate
- maBp i n g 

-q,r -? c.ç r*eüsa I u 0w tlt d i ns,st !hç*Qi sç-o_q î!),

lmpact on lT Systems
and Processes

Other lmpacts
(Business and People

lmpacts)

Considerations for
Next Phase

(Conversion Plan
Activities)

lndex of Additional
Topics of lnterest

o Befer to PP&E and discussions on Decommissioning Costs.



Key GAAP Differences

8. Employee Benefits

Under both IFRS and CGMP, where insufficient information is provided regarding a multi-employer defined benefit pension plan then the
plan may be recorded as a defined contribut¡on plan. While there is a presumption under CGMP that suffic¡ent information is not ava¡lable,
there is no such presumption under IFRS. However, even if the multi-employer plan is accounted for as a defined contribution plan, IFRS
may require recognition of an additional pension asseVliability ¡f there is a contractual arrangement to share/fund any plan surplus/deficit.
Under IFRS, actuarial gains and losses may be recognized in profit or loss, or alternatrvely recognized immediately through equity. The policy
chosen for the recognit¡on of actuarial gains and losses is applied consistently to all defined benefit plans and from period to per¡od. CGAAP
does not permit recognition through equity and does not expl¡c¡tly require the policy chosen to be applied consistently to all defined benefit
plans.

Under IFRS, past service costs for benefits that have not yet vested are amort¡zed straight-line over the period until they vest. Vested past
service costs are recognized directly in the statement of profit and loss. Under CGAAP, past service costs are amortized on a straight-line
basis over the expected average remaining service life of employees.

Under IFRS, guidance exists for post employment benefits funded through insurance policies. Whether this guidance is applicable to
insured long term employee benefits is currently being debated. Application of this guidance would require companies to account for
insured long term employee benefits under defined benefit accounting where risks are retained, directly or indirectly, by the organization.

Under IFRS, short term employee benefits whrch are accumulating compensated absences are recognized when the employees render
service, which increases the¡r entitlement to future compensated absences. Accumulating compensated absences that do not vest must
include a forfeiture factor when measuring the obligat¡on. Under CGMP, no liability is recorded for accumulating compensated absences
that do not vest.

Under IFRS, the rate used to discount post-employment benefit obligations is determined by reference to market yields at the balance sheet .

date on high quality corporate bonds. Under CGAAP, when the maturities of corporate bonds do not extend far enough into the future to

Where sufficient information is provided by OMERS, under IFRS, GHI may be required to account for their pension plan as a defined benefit
pension plan, as opposed to a defined contribution plan. Even ¡f the OMERS plan is accounted for as a defined contribution plan, IFRS may
require recognition of an additional pension asseVliability if there is a contractual arrangement to share/fund any plan surplus/deficit.
Under IFRS, any future past service costs must be recognized immediately (if vested) or amort¡zed over the period untll they vest.
GHI currently recognizes actuarial gains and losses using the corridor method. Under IFRS, GHI may choose to recognize actuarial gains and
losses immediately, directly in equity.

Under IFRS, a liability may need to be recorded for accumulating compensated absences that do not vest (i.e. sick pay).

lmpact on GHI's
Current Accounting
Policy / Application
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Additional IFRS
Disclosures

Empl. , Benefits {continued)

a

a
GHI shall disclose the employee benefits for key management personnel and employee benefits expense.
where sufficient informat¡on cannot bé provided by oMERS of GHI's participation in the multi-employer ptan, and the pension plan is
accounted for as a defined contribution plan, the following disclosures are required:

o The fact that the plan is a defined benefit plan;
o The reason why sufficient information is not available to enable the entity to account for the plan as a defined benefit plan;o To the extent that a plan surplus or deficit may affect the amount of future contributions, the following additional disclosures

are required:
. any available information about that surplus or deficit;
' the basis used to determ¡ne that surplus or deficit;¡ the implications, if any, for the entity.

Disclose the employer's best estimate, as soon as it can reasonably be determined, of contnbutions expected to be paid to the plan during
the annual period beginning after the balance sheet date.
lf sufficient information is available to iecord GHI's participation in oMERS as a defined benefit plan, then additional disclosures will also be
required.

New Processes
o GHI will need to develop processes in accordance with new IFBS accounting policies, such as gathering information required for additional

disclosure including new requirements to disclose employee benefits of key managerent p"r.-onnel and employee benLfits expense.o Pending determination of OMERS's ability to provide sufficient information to record the pension plan as a defined benefit plan and whether
there are any contractual agreements on distribution of a plan surplus, or funding of a plan def¡cit, add¡tional disclosures will þe required for
the plans.

' GHI will need to develop a formal process for their annual bonus payments to GHESI management and GHI employees.

' GHI will need to develop a formal process for measuring and recording accumulating compensated absences that do not vest (i.e. sick payl,

lT Svstems
o No system impact is expected - standard journal entry functionality within SunGard will be utilized to fecord adjustments based on reports

provided by a third party.

Financial lmoact
o changes in timing of expense recognit¡on as a result of conversion to IFRS.
! Where information is available from OMERS, measurement of the plan under defined benefit accounting may result in volatility in the p&L.
Reoulatorv Reporting
o Further consideration to be given to the irnpact on rate setting, if any.

': lFßS could impact revenue requirement to the extent that operat¡ng expenses change as a result of the timing of recogn¡tion of employee
benef its.

lmpact on lT Systems
and Processes

Other lmpacts
(Business and People

lmpacts)
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Employee Benefits (continued)

a

o

Changes in the timing of expense recognition, due to changes in the amortization perrod (average remaining service life to vesting period) or
accounting under defined benefit plans will affect:

o Key rat¡os rev¡ewed such as current ratio, debt to equity ratio and cost per customer;
' o Debt covenant (Times-lnterest-Earning Ratio) calculat¡on to the extent that changes to accounting for the defined benefit

plans may impact retained earnings and total earnings;
o Overall results and thus consideration should be given to changing the threshold and target ranges for GHI's bonus plan.

Changes to assumptions made by actuaries to incorporate IFRS requirements, where necessary.

Conclude on whether OMERS can provide sufficient information to GHI for the plan to be recorded as a defined benefit plan and whether
there are any contractual agreements on distribution of a plan surplus, or funding of a plan deficit.
Communications wilh actuaries regarding impact to GHI's actuarial valuations as a result of IFRS conversion.
Monitor developments on whether risks are indirectly retained by GHI with respect to its long term life insurance program, as risks may be
retained through the mechanism of setting future insurance premiums. ldentify all long term employee benefits funded through insurance
policies.

Determine liability to be recorded for accumulating compensated absences that do not vest (i.e. sick Þay). This calculation may need to be
done in conjunction w¡th the actuary.

Configure reports or design new processes to address new disclosure requirements under IFRS.

Conclude on elective exemption regarding recognizing unamortized actuarial losses in equity.
Consider the need fòr documentation of technical conclusions through position papers and draft accounting policies.

Design financial reporting processes and procedures, and draft account¡ng policies.

Determine appropriate discount rate for post-employment obligations

a

o

a

a

o

Considerations for
Next Phase

{Conversion Plan
Activities)

Ã .Yd
40



Key GAAP Differences

9. General Financial Statement Topics

Form and Comoonents of Financial Statements
o Under IFRS, a statement of changes in equity and a statement of comprehensive income are required. Under CGMp, a statement of

retained earnings is presented instead of the statement of changes in equity.

' Under IFRS, an analysis of expenses by nature orby function is required in the income statement or in the notes, and the chosen
classification must be applied consistently.

o Under IFRS, if there is a change in accounting policy three statements of financial pos¡tion are required. This will be required in the year of
lransit¡on.

' Under IFRS' a reporting ent¡ty has an accounting policy choice of classifying ¡nterest and dividends received as operâting or investing
activities and interest and dividends paid as operating and financing activities on the statement of cash flows. Under CGAAP, interest
received and paid, and dividends received are treated as operating activ¡ties, while dividends paid are part of financing activities.o IFRS makes no distinction between ordinary and extraordinary activities, and the presentation, d¡sclosure or characterization of items as"exlraordinary ¡tems" in the ¡ncome statement or notes is prohibited.

Presentat¡on of financial statements
o current and non-current classif¡cat¡on of certain items can þe different berween CGAAP and IFRS. The presentation and classification of

customer deposits may also be different. under IFRS all deferred lax assets/liabilities are non_curfent. under cGMp, the current vs. non_
current classification is determined based on the nature of the assevliability giving r¡se to deferred tax balance. An exposure draft of the
new IFRS standard on income taxes has been released. One of the proposed changes is to present deferred taxes consistently with
CGAAP, thereby eliminating the difference. The new standard ¡s expected to be effective for f iscal 2012, with earlier adoption permitted.
Therefore, GHI will need to determine the date that th¡s new standard will be adopted and then determine the accounting differences based
9n tl^ìç stqnd?rd be!r! a.pplied,

Form and Comoonents of Financial Statements
o GHI will need to:

o Reconsider the format of its lncome Statement and determine ¡ts policy for presenting expenses by nature or function;o Present a separate statement of changes in equity instead of a combined statement of income and retained eainings;o Make an account¡ng policy choice on whether interest and dividends paid and received are financing or operating aðtiv¡t¡es.

Accounting pol¡cy notes will be required to contain more details regarding policy elections and key judgments and estimates that have been
made in preparing the financial statements.

The ED on rate regulated accounting is expected to require disclosure of reconciliation between the opening and closing balance of
regulatory assets and liabilities by type.

Form and Comoonents of Financial Statements
. Design new processes to gather the information necessary to present a statement of equity.
o Des¡gn changes to process and present interest and dividends, paid or received, in financing or operating activities based on policy chosen

by management.
lT Svstems
o GHI generates its financial statements using reports from SunGard, with the notes prepared using MS Word based on data from SunGard.

lmpact on GHI's
Current Accounting
Policy / Application

Additional IFRS
Disclosures

lmpact on lT Systems
and Processes
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General Financial Statement Topics (continued)

Other lmpacts
(Business and People
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Key GAAP Differences

10. Miscellaneous Topics

There are often issues that arise due to differences in practice on the application of IFRS and CGAAP. Some of these are set out below.

Leases

o Under IFRS, a lease is classified as either a finance (capital) lease or an operating lease. The classification depends on whether substantially
all of the risks and rewards incidental to ownership of a leased asset have been transferred from the lessor to the lessee. A number of
indicators are used to assist classification. However, under CGAAP, in practice the quantitative thresholds included in the ¡nd¡cators
generally are interpreted as "br¡ght lines."

lnventorv
o Effect¡ve January 1, 2008, GHI adopted CICA HB s 3031, which harmonized CGAAP wirh IFRS. Major spare parrs and srandþy eguipment

havebeenreclassifiedfrominventorytofixedassetsuponadoptionof s303i. Althoughthestandardshavebeenharmonized,theremay
still be differences in pract¡ce and interpretation. GHI will need to review the class¡fications in light of the IFRS gurdance.

lnvestment Prooerty
o IFRS includes in the definition of investment property: dual-use property, certain property under an operat¡ng lease, as well as ¡nvestment

property itself. lnvestment property is measured.using the fair value or cost model and disclosure of the fa¡r value of all investment property
is required. Subsequent expenditures are capitalized only when it is probable that it w¡ll lead to economic benefits and transfers to or from
investment property can be made only when there is a change in use of the property.

Related Partv Transactions
o IFRS includes key management (including directors), the¡r close family members, and post-employment benefit plans as related parties,

whereas CGAAP does not address whether a post-employment benefit plan is a related party.
I Under CGAAP, there are special recognition and measurement requirements for related party transactions, whereas IFRS does not have

specif ic requirements.

Leases

. GHI accounts for all existing leases lcertain office equipment and Ecotricity lease] as operating leases. Management does not ant¡c¡pate a
change in classification based on the IFBS standard; however, th¡s assessment will need to be assessed.

o GHI pays an annual amount for the right to place its lines on poles on certain property owned by third parties (Bell Canada). The
agreements, termed "joint use agreement", may contain a lease for purposes of IFRS and should be assessed further.

lnventorv:
o ln certain cases, assets returned to inventory for maintenance are transferred at average cost, not depreciated cost. When the assetwas

transferred back to PP&E, it was done at average inventory cosl. The issue is multiple: (1) the amount reflected in PP&E for these assets
maybe overstated since it reflects average inventory cost; (2) the asset was not depreciated while held in inventory; and (3) the value in
inventory for the transferred item should reflect the depreciated cost (NBV) of the asset.

lnvestment Propertv:
. GHI leases parts of its building third parties lAtrial. Management does not consrder th¡s arrangement to be material enough for further
.. analysis. lf circumstances change where the arrangement becomes mater¡al, these properties may need to be accounted for as investment

property.

lmpact on GHI's
Current Accounting
Policy / Application

43



Miscellaneous Topics (continued)

lnsurance Contracts
o GHI is a member of MEARIE, a reciprgcal insurance exchange, where members with similar risks agree to share in each others' losses.

While amounts paid to MEARIE are pooled and claims paid from that pool, the amounts would be r¡sk adjusted by member, however, there
is a potential that each member would share in losses created by other members.

Related Partv Transastions
. There are a number of disclosure requirements for related parties of GHl. Examples of GHI's related part¡es include:

o Parents: Guelph Hydro lnc.;
o Key management personnel, including the board of directors, and their close family members;
o Other related parties, including all parties controlled by their parents (¡.e. all the subsidiaries of the¡r parent).

o The IASB issued an exposure draft that proposes amending IAS 24 to provide an exemption from requirements to disclose related party
transact¡ons in respect of re¡ated party relationsh¡ps that arise through common control by the state, except ¡f indicators of influence exist
between the entit¡es. This will need to be assessed.

Leases

o There are different lease disclosure iequirements that GHI may be subject to pending materiality and classification as operating or finance,
and lessee or lessor.

lnvestment Propertv
o IFRS requires significant disclosure under the lnvestment Property standard, such as fair value amounts.
Related Partv Transactions
. IFRS requires disclosure of related party relationships between a parent and its subsidiaries, while CGAAP does not.
o Compensation of key management personnel must be disclosed and categorized as short-term employee benefits, post-employment

benefits, other long-term benefits, and term¡nation benefits.
o Comprehensive disclosures of related party transact¡ons are required under both standards, however, IFRS requires the disclosure to be

grouped into categorres of related part¡es.

o IFRS requires disclosure of the deta¡ls of any guarantees given or received for outstanding balances resulting from related pany
transactions.

o IFRS requires disclosure of the provisions for doubtful debts related to the amount of outstanding related party balances.
. Under IFRS, the expense recognized during the period in respect of bad or doubtful accounts due from related parties is disclosed,

New Processes

¡ Pending identificatron of lnvestmenl Prooertv: Design new processes for disclosure requirements.
¡ Leases: Design new processes to gather lease commitment information if required.
. Related Partv Transactions: Design processes to gather information necessary for the related party disclosure requirements.

Additional ¡FRS
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Misc, eous Topics (continued)

o Training for account¡ng and finance teams on new processes and requirements as described above

:- çqm¡c0199!¡-9.rtpþ.q çge(qi0s.qi9-çþq!ltç.qJ-qo-mp--er:r-ea!¡g! o!-!e.v-rya¡ggq¡g¡.t-pg¡99n¡er.

o Desrgn new processes as set out above.
I Configure reporls or design new processes to address new disclosure requirements under IFRS.
Leases

o Re-evaluate ex¡sting leases to determine the proper classif ication under IFRS.

lnvestment Propertv
o Conclude on existence of investment property.

lnsurance Contracts
o Detern'rrne.if participation in MEARIE falls with¡n the scope of the lnsurance Contract standard under IFRS (which is not applicable solely to

lnsurance companies).

Related Partv Transactions
o Follow resolution of exposure draft to amend IAS 24.

o Refer to PP&E.
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