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EXECUTIVE SUMMARY

PURPOSE

MEARIE Actuarial Services and Dion, Durrell + Associates Inc. were engaged by Lakefront Utility
Services Inc. (the “Corporation™) to perform an actuarial valuation of the post-retirement non-pension
benefits sponsored by the Corporation and to determine the accounting results for those benefits for
the fiscal period ending December 31, 2009. The nature of these benefits is defined benefit.

This report is prepared in accordance with The Canadian Institute of Chartered Accountants (the
“CICA”) guidelines outlined in Employee Future Benefits, Section 3461 of the CICA
Handbook-Accounting (“CICA Section 3461”). CICA Section 3461 was first applied to the
Corporation with effect from January 1, 2005.

The most recent full valuation was prepared as at January 1, 2005 based on the then appropriate
assumptions.

The purpose of this valuation is threefold:

i) to determine the Corporation’s liabilities in respect of post-retirement non-pension benefits at
January 1, 2009;

ii) to determine the benefit expense for fiscal year 2009; and
iii) to provide all other pertinent information necessary for compliance with CICA Section 3461.
The intended users of this report include the Corporation and their auditors. This report is not

intended for use by the plan beneficiaries or for use in determining any funding of the benefit
obligations.

Lakefront Utility Services Inc.— page |
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SUMMARY OF KEY RESULTS

The key results of this actuarial valuation as at January 1, 2009 with comparative results from the

previous valuation as at January 1, 2005 are shown below:

January 1,2005 January 1, 2009
($000s) (3000s)
Accrued Benefit Obligation (ABO)
a) People in receipt of benefits 205 186
b) Fully eligible actives 8 24
c) Not fully eligible actives 262 295
Total ABO 475 505
Current Service Cost:
for following 12 months 13 14
Benefit Expense:
for following 12 months 221 45
Prepaid Benefit Liability:
at January 1 536

The January 1, 2009 Prepaid Benefit Liability is based on the based on the Corporation’s financial

statements for the year ending December 31, 2008.

Lakefront Utility Services Inc.—
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ACTUARIAL CERTIFICATION

An actuarial valuation has been performed on the post-retirement non-pension benefit plans
sponsored by the Corporation as at January 1, 2009, for the purposes described in this report.

In accordance with the Canadian Institute of Actuaries Consolidated Standards of Practice General
Standards, we hereby certify that, in our opinion, for the purposes stated in the Executive Summary:

1. The data on which the valuation is based is sufficient and reliable;

2. The assumptions employed, as outlined in this report, have been selected by the Corporation
as management’s best estimate assumptions (no provision for adverse deviations) and are in
accordance with accepted actuarial practice for work in Canada;

3. The actuarial methods employed, as outlined in Section C, are appropriate for the purpose
and consistent with sound actuarial principles;

4. All known substantive commitments with respect to the post-retirement non-pension benefits
sponsored by and identified by the Corporation are included in the calculations; and

5. The valuation conforms to the standards set out in the Canadian Institute of Chartered
Accountants Accounting Handbook Section 3461.

We are not aware of any subsequent events from January 1, 2009 up to the date of this report that
would have a significant effect on our valuation.

The latest date on which the next actuarial valuation should be performed is January 1, 2012. If any
supplemental advice or explanation is required, please advise the undersigned.

Respectfully submitted,

DION, DURRELL + ASSOCIATES INC.

LAl Gronegp™

Stanley Caravaggio FSA, FCIA

\ ;
Connu Chus

Connie Cheung

Actuarial Analyst

Toronto, Ontario
July 15, 2010

Lakefront Utility Services Inc.— page 3
Actuarial Valuation Report as at January 1, 2009—FINAL



.) Dion Durrell

SECTION A—
VALUATION RESULTS

Table A - 1 shows the key valuation results for the prior valuation and the current valuation.

Table A - 2 shows the sensitivity of the valuation results to certain changes in assumptions. We have
shown a change to the assumed retirement age from age 60 to 58, and an increase/decrease in the
health and dental claims cost trend rates by 1% per annum.

Table A - 3 presents the determination of the actuarial gain/(loss) from the previous valuation at
January 1, 2005.

Lakefront Utility Services Inc.— page 4
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SENSITIVITY ANALYSIS

Table A.2—Sensitivity Analysis
(in thousands of dollars)

January 1, 2009

Valuation | Retirement 1% 1%
Results Age 58 Higher Trend _ Lower Trend

1.  Accrued Benefit Obligation

a)  People in receipt of benefits 186 186 186 186

b)  Fully eligible actives 24 21 25 24

c)  Not fully eligible actives 295 284 316 276
Total ABO 505 491 527 486
2. Current Service Cost

for following 12 months 14 14 15 13
3.  Interest Cost

for following 12 months 31 30 32 29
4.  Expected Average Remaining Service

Lifetime of the Current Active Employees 6 6 6 6

(years)
Lakefront Utility Services Inc.— page 6
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DEVELOPMENT OF NET GAINS OR LOSSES

Table A.3—Development of Net Gains or Losses
(in thousands of dollars)

Expected ABO at December 31, 2008 per financial statements 536
Actual ABO at January 1, 2009 505
Actuarial Loss/(Gain) 3D

Amortization of Unamortized Actuarial Loss

Unamortized Net Actuarial Loss (Gain) at December 31, 2008 -

Actuarial Loss (Gain) for Current Year at January 1, 2009 31
Total Loss (Gain) at January 1, 2009 3D

Less: Actual Amortization for 2009 -

Expected Unamortized Actuarial Loss (Gain) at December 31, 2009 3D

Please note that the actual ABO at January 1, 2009 is approximately $31,000 lower than the expected
ABO at December 31, 2008. This is due to a combination of the following factors:

¢ Differences between the actual and expected benefit costs (a decrease of approximately
$56,000 in the total ABO)

e A change in the discount rate assumption (a decrease of approximately $58,000 in the total
ABO)

e Changes in other actuarial assumptions including mortality rates, salary scale and medical
benefit trend rates (an increase of approximately $8,000 in the total ABO)

e Deviations from the expected demographic changes of the valued group, corrections to
benefit provisions and valuation program refinement and other miscellaneous factors (an
increase of approximately $75,000 in the total ABO)

CICA Section 3461 states that any gain or loss in excess of 10% of the ABO must, at minimum, be
amortized over the expected average remaining service lifetime (E.A.R.S.L.). The E.A.R.S.L. of the
current active group is 6 years. Under these guidelines, the minimum required amortization for the
year 2009 is nil.

Lakefront Utility Services Inc.— page 7
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SECTION B—
PLAN PARTICIPANTS

Table B — 1 sets out the summary information with respect to the plan participants valued in the
report, along with comparisons to the participants in the previous valuation at January 1, 2005.

Table B — 2 reconciles the number of participants in the last valuation to the number of participants in
the current valuation.

Lakefront Utility Services Inc.— page 8
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PARTICIPANT DATA
Table B.1—Participant Data

Membership data as at January 1, 2009 was received from the Corporation via e-mail and included
information such as name, sex, date of birth, date of hire, current salary, benefit amounts and other
applicable details for all active employees and people in receipt of benefits.

We have reviewed the data and compared it to the data used in the prior valuation for consistency and
reliability for use in this valuation. The main tests of sufficiency and reliability that were conducted
on the membership data are as follows:

o Date of birth prior to date of hire

e Salaries less than $20,000 per year, or greater than $250,000 per year
e Ages under 18 or over 100

e Abnormal levels of benefits and/or premiums

e Duplicate records

Lakefront Utility Services Inc.— page 9
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