1.0 ABBREVIATIONS

Accounting Procedures Handbook (“APH”)

Advanced Metering Communications Device (“AMCD”)

Advanced Metering Infrastructure (“AMI”)

Affiliate Relationships Code for Electricity Transmitters and Distributors (“ARC”)

Arrears Management Plan (“AMP”)

Canadian Generally Accepted Accounting Principles (“CGAPP”)

Canadian Institute of Chartered Accountants (“CICA”)

Capital Cost Allowance (“CCA”)

Conservation and Demand Management (“CDM?”)]

Construction-Work-in-Progress (“CIP”)

Consumer Price Index (“CPI”)

Cooling Degree Days (“CDD”)

Cost Allocation for Electricity Distributors: Application dated November 28, 2007 —
Report of the Board (the “Cost Allocation Report”)

Cumulative Eligible Capital (“CEC”)

Customer Care & Billing (“CC&B”)

Customer Information System (“CIS”)

Debt Retirement Charge (“DRC”)

Electricity Distribution Rate (“EDR”)

Electricity Distributor’s Deferral and Variance Account Review Initiative — Report of the
Board (“EDDVAR Report”)

Electronic Business Transactions (“EBT”)

Eligible Capital Expenditure (“ECE”)

Fair Market Value (“FMV”)

Fault Circuit Indicator (“FCI”)

Full time equivalent (“FTE”)

Geographic Information System (“GIS”)

Global Adjustment (“GA”)

Goods and Service Tax (“GST”)

Green Energy and Green Economy Act (“GEA”)

Greenhouse Gas (“GHG”)

Gross Domestic Product (“GDP”)



Harmonized Sales Tax (“HST”)

Health and Safety (“H&S”)

Heating Degree Days (“HDD”)

Human Resources (“HR”)

Hydro One Networks Inc. (“Hydro One”)

Incentive Regulation Mechanism (“IRM”)

Independent Electricity System Operator (the “IESO”)
Information Management and Information Technology (“IM/IT”)
Information Technology (“IT”)

Input Tax Credit (“ITC”)

International Financial Reporting Standards (“IFRS”)
Kilowatt (“kW?”)

Kilowatt hours (“kWhs”)

Large Corporation Tax (“LCT”)

Local Distribution Company (“LDC”)

Long Canada Bond Forecast (“LCBF”)

Long Term Load Transfer (“LTLT")

Lost Revenue Adjustment Mechanism (“LRAM?”)

Low Voltage (“LV”)

Meter Data Management/Repository (“MDM/R”)
Modified International Financial Reporting Standards (“MIFRS”)
Monthly Service Charge (“MSC”)

Municipal Electric Association Reciprocal Insurance Exchange (“MEARIE”)
Net Book Value (“NBV”)

Net Present VValue (“NPV”)

Non Regulated Price Plan (“non RPP”)

Ontario Power Authority (“OPA”)

Ontario Price Credit (“OPC”)

Operations and Maintenance (“O&M”)

Operations, Maintenance and Administration (“OM&A”)
Outage Management System (“OMS”)

Paid-up Capital (“PUC”)

Payments in Lieu of Taxes (“PILs”)



Personal Computer (“PC”)

Polychlorinated Biphenyls (“PCBs”)

Power line Maintainer (“PLM”)

Property, plant and equipment (“PP&E”)

Public Service Works on Highways Act (“PSWHA”)

Regulated Price Plan (“RPP”)

Retail Cost Variance Account (“RCVA?”)

Retail Settlement Variance Account (“RSVA”)

Return on Equity (“ROE”)

Service transaction requests (“STRs”)

Shard Savings Mechanism (“SSM”)

Smart Meters (*SM”)

Smart Meter Initiative (“SMI”)

Special Purpose Charge (“SPC”)

Supervisory Control and Data Acquisition (“SCADA”)

Systems of Accounts (“SOA”)

Time of Use (“TOU”)

Transformer Ownership Credit (“TOC”)

Undepreciated Capital Cost (“UCC”)

Uniform System of Accounts (“USofA”)

Unmetered Scattered Load (“USL”)

Update to Chapter 2 of the Filing Requirements for Transmission and Distribution
Application, June 26, 2011 (“Board Filing Requirements”)

Working Capital Allowance (“WCA”)

Work-order Supply Chain Process (“WSCP”)
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ONTARIO ENERGY BOARD

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

AND IN THE MATTER OF an Application by Erie Thames
Powerlines Corporation an Interim Order or Orders approving or
fixing just and reasonable rates and other service charges for the
distribution of electricity commencing May 1, 2012.

AND IN THE MATTER OF an Application by Erie Thames
Powerlines Corporation an Order or Orders approving or fixing just
and reasonable rates and other service charges for the distribution of
electricity effective as at May 1, 2012 and to be implemented
September 1, 2012.

APPLICATION

(1) The Applicant is Erie Thames Powerlines Corporation (“Erie Thames”). Erie
Thames is an Ontario corporation with its office in the Town of Ingersoll, Ontario.
It carries on the business of distributing electricity pursuant to a license, License
Number ED-2002-0516 issued by the Ontario Energy Board (“OEB”).

(2) Erie Thames distributes electricity within the town/villages of Belmont, Port
Stanley, Aylmer, Ingersoll, Beachville, Norwich, Otterville, Burgessville, Embro,
Thamesford, Clinton, Mitchell and Dublin and the Townships of South-West
Oxford and East Zorra-Tavistock. The various towns, villages and municipalities
are separated by Hydro One service territory. The service territory spans a
distance of approximately 130km from north to south. Maps of the licensed

service territory may be found at Exhibit 1, Tab 1, Schedule 11.

(3) This is the first cost of service rate application for Erie Thames since the
amalgamation with Clinton Power Corporation (*CPC”) and West Perth Power
Inc. (“WPPI”) and includes plans for harmonization of rates. Note, the recovery
of certain LRAM/SSM and Deferral/Variance accounts will be differentiated

between customers based upon the historic service provider. In addition, Erie
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Thames proposes to change the thresholds for certain General Service
customers. Erie Thames retained an independent consultant to perform a cost

allocation study to support the rate harmonization and rate classification.

(4) Erie Thames hereby applies to the OEB pursuant to section 78 of the Ontario
Energy Board Act, 1998 for approval of its proposed distribution rates and other
charges, effective May 1, 2012 from a service revenue requirement of

$10,107,049. This service revenue requirement is based on CGAAP.

(5) As Erie Thames is late in filing this Application, it would request the OEB issue
an interim order that would continue the existing rates and charges until a final

decision and order is rendered in this proceeding.

(6) At this point in time, Erie Thames has a revenue deficiency of $609,251 and
therefore, it would request that any under-collection resulting from the interim

rates be retained by the ratepayers.

(7) Except where specifically identified in the Application, Erie Thames followed
Chapter 2 of the Filing Requirements for Transmission and Distribution
Applications dated June 22", 2011 (the “Filing Requirements”) in order to
prepare this Application.

(8) Excluding variance accounts related to Smart Meters, Erie Thames has
accumulated balances in its Board-approved deferral and variance accounts
since such accounts were approved by the OEB. Erie Thames proposes to

clear the balances accumulated in all of these accounts to December 31, 2010.

(9) Erie Thames has installed Smart Meters to replace existing meters and it retains

in rate base the cost of the meters that have been replaced.

(20) Erie Thames pays low voltage (“LV”) charges to Hydro One Networks
Inc. ("Hydro One”) for its use of shared distribution stations, shared distribution
lines, and specific distribution lines. Records of these charges, net of its own

charges to customers for low voltage services, in Account 1550 — LV Variance

Page: 2
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Account. As per Board direction, LV charges and revenues are recorded in
Accounts 4750 and 4075 respectively, and are therefore not part of distribution
costs and revenue. In 2008, the Board approved separate LV charges for Erie
Thames. Erie Thames is now seeking approval to increase these charges to

reflect the LV charges from Hydro One in 2012.

(11D In accordance with the Board’'s Retail Settlement Code, Erie Thames has
calculated a revised Total Loss Factor to apply to end-use metered kilowatt-hour
loads for the purposes of determining charges for the electricity commodity,
retail transmission rates, LV rates and wholesale market charges (including rural
or remote electricity rate protection and special purpose charges). Erie Thames
is seeking approval for new Total Loss Factors based on a five year average of
losses from 2007 to 2011 to be applied across the entire geographic service

territory.

(12) This Application is supported by the written evidence that is filed with the
Application (as enumerated in Exhibit of the evidence). Erie Thames may amend
or supplement this written evidence prior to or during the course of the Board'’s

hearing of the Application.

(13) The names of Erie Thames' authorized representative and its counsel,
with their contact information, are set out in the evidence that is filed with the
Application (at Exhibitl, Tab 1, Schedule 5). Erie Thames requests that all
documents issued or filed in connection with this proceeding are served on its

authorized representative and its counsel.

(14) As part of this Application, the Schedule of Rates and Charges proposed
in this Application is identified in Exhibit 8; Tab 1; Schedule 5.

(15) Erie Thames submits the proposed distribution rates contained in this
Application are just and reasonable on the following grounds:
(a) the proposed rates for the distribution of electricity have been prepared in

accordance with the Filing Requirements;
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(b) the proposed adjusted rates are necessary to meet Return on Equity set by
the OEB and PILs requirements;

(c) are necessary to ensure the safe, reliable and efficient distribution of
electricity;

(d) there are no impacts to any of the customer classes or consumption level
subgroups that are so significant as to warrant the deferral of any
adjustments being requested by Erie Thames; and

(e) other grounds as may be set out in the material accompanying this

Application Summary.

(16) Erie Thames applies for an Order or Orders:

(a) Approving, on an interim basis, commencing May 1, 2012 continuing the
existing rates now in effect until the Board issues a final decision and order in
the proceeding establishing new rates;

(b) Approving final new rates and charges until April 30, 2013.

(c) Deferring the amortization of the cost of meters included in rate base that
have been replaced with Smart Meters until the next IRM filing;

(d) approving clearance of the balances recorded in certain deferral and
variance accounts by means of rate riders;

(e) approval of LRAM/SSM recovery over a 2 year period commencing the
implementation date of the final rates set herein;

(f) approving the separate charges for Low Voltage Services effective the
implementation date;

(g) approving new Total Loss Factors;

(h) approving Erie Thames’ Green Energy Act Basic Plan filed with the Board
pursuant to the deemed licence condition provided for in paragraph 2 of
section 70(2.1) of the OEB Act;

(i) such further or other final or interim Orders as may be necessary or

appropriate to give effect to this Application.

a7) The address for service of Erie Thames is:

Erie Thames Powerlines Corporation
143 Bell Street
Ingersoll ON N5C 2N9
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DATED at Ingersoll, Ontario, this 13", day of April, 2012.

ERIE THAMES POWERLINES
CORPORATION

Chris White, President
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Electricity Distribution License

Attachment A is Erie Thames'’ Electricity Distribution Licence ED-2002-0516 issued on December 18, 2003
and last amended November 15, 2011 (valid until December 17, 2023).

Erie Thames has three exemptions provided in Schedule 3 of its distribution license and does not have
any special conditions or restrictions in its licence.
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Electricity Distribution Licence
ED-2002-0516

Erie Thames Powerlines Corporation

Valid Until
December 17, 2023

Crging ! sxned by

Theodore Antonopoulos
Manager, Electricity Rates
Ontario Energy Board

Date of Issuance: December 18, 2003
Date of Last Amendment: November 15, 2011

COritaric Energy Board Commission de fénergie de  Ontario
F.0. Box 2319 C.P.23149

2300 Yange Street 2300, fue Y onge

27th Floor 27e étage

Toronto, ON MIFP 1E3 Tororto ON AR 1ES

Page: 7



LIST OF AMENDMENTS

Board File Mo.

EB-2002-0462
EB-2005-0304
EB-2007-0659
EB-2007-0774
EB-2009-0375
EB-2010-0215
EB-2010-0338
EB-2011-0010
EB-2011-0122
EB-2010-0386
EB-2011-0085

Date of Amendiment

Juby 9, 2004
September 9, 2005
September b, 007
Hovember 29, 2007
January 8, 2009
Hovember 12, 2010
January 31, 2011
March 17, 2011
June 14, 2011
June 30, 2011
Hovember 15, 2011
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Erie Thames Pomearlines Corparation
Electricity Ditribution Licence ED-Z2002- 056
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Erie Thames Pomearlines Corparation
Electricity Ditribution Licence ED-Z2002- 056

Definition=s
In this Licence:

"Accourting Procedures Handbook” means the handbook, approved by the Board wehich
specifies the accounting records, accounting principles and accounting separation standards
to be follawed by the Licenses;

A" means the Owiamo Svergy Bogm' Act, 19538, 5.0 1992, ¢ 15, Schedule B;

"affilide Relastionships Codefor Electricity Distribnt ors and Transmitters" mears the
code, approved by the Board which, among other things, establishes the standards and
canditions for the interaction between electricity distributors or traremitters and their
respective affiliated companies,

"Conseryation and Demand Managemert” and "COM" means distribution activities and
programes to reduce electricity consumption and pe a0 provingi al elect icity demand;

"Conservation and Demand Management Code for Hedricity Distributor=" me ans the
code approved by the Board wehich, among other things, establishes the rules and abligations
surmounding Board approved programs to help distributors me et their COh Targets;

"distribution services" mearns sanvices related to the distribution of electricity and the
senvices the Board has required distributors to carng out, including the =ales. of elechricity 1o
corsumers undersection 28 of the Ad, for which a charge or rate has been established in
the Rate Order;

"Distribution Systerm Code” means the code approved by the Board which, among ather
things, establishes the obligations of the distributar with respect to the services and terms of
senvice to be offered to customers and retailers and provides minimum, technical operating
standards of distribution systems;

"Electricity Act” means the Seclicity Act, 1995, 5.0, 1992, ¢ 15, Schedule A;

"Licen=ses" means Erie Thames Fowerlines Carporation

"mar bkt Bules" means the rules made under section 32 of the Electnichy Aot

"M& Annud Pesk Demand Energy Savings Targa” means the reduction in a distributar's
peak electricity demand persisting atthe end of the four-year period (i.e. D ecember 31, 201
that eoincides with the prowineial peak ele ctricity demand that is associate d with the

implementation of COM Frograms;

"Ha Curmulative BEnergy Sanings Target” means the total amount of reduction in elecricity
corsumplion associated with the implementation of COM Programs betmeen 209 4- 20194,

"OPA" mears the Ontario Pomer Authority;
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Erie Thames Pomearlines Corparation
Electricity Ditribution Licence ED-Z2002- 056

"Performance Standards" means the perdfarmance targek for the distribution and
cannection activities ofthe Licensee a2 establiehed by the Board in accordance with section
83 of the Act;

"Prondncia Brand” means amy mark of logo thatthe Province has used or 2 u=ing, created
arto be created by or on behalf of the Province, and which will be identified to the Board by
the Ministry a2 a provincial mark or logo for iE coreenvation programs;

"Rate Order” means an Order ar Orders ofthe Board establishing rates the Licenses i=
permitted to charge;

regulaion” means aregulation made underthe Act or the Electriciby Act;

"Ratail Settlerent Code” means the code approved by the Board which, among other
things, establishes a distributor = obligatiors and responsibilities as=sociated with financial
settlement among retailars and corsumers and provides for tracking and faciltating
consumer fransfers among competitive retailers;

"service ares’ with respectto a distributor, mears the area inwhich the distributor
autharized by s licence to distribute electric by,

"Standard Supply Servce Code” means the code approwed by the Board which, among
other things, establishes the minimum conditions that a distributor must meetin carnying out
its obligations to sell electricity under section 29 of the Elecricity Suct;

"ol esmler” means a person that purchases electricity or ancillang services in the IES0
administered makets or directy from a generator or, a personmho selk elactricity o
ancillary senrices through the |ES0- administered markets or directhy to another person other
than a consumer.

Irterprataion

Inthis Licence, words and phrases shall have the meaning aseribed to them in the Act orthe
Electricity Act. Words or phrases importing the singular =hallinclude the plural and vice varsa.
Headings are for convenience onby and shall not affectthe interpretation of the licence, Amy
reference toa document or a provigion of 3 document includes an amendment of supplement to,
ar areplacement of, that document or that provision of that document. Inthe compuatation of fime
under this licence, where there i areference to a3 number of days belwesn o events, they shall
be counted by excluding the day anwhich the first event happens and including the day on which
the zecond event happers. Wrhere the time for daing an act expires on a holiday, the act may be
done onthe next day that & not a holid 2y,

Auathorizaion

The Licensee i authorzed, under Part™' of the Act and subject to the terms and conditions set
aut inthis Lice noee:

a) to cwn and operate a distribution swstem in the service area described in Schedule 1 of
this Licence;
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Erie Thames Pomearlines Corparation
Electricity Ditribution Licence ED-Z2002- 056

B to retail ele ctricity for the purposes of fulfilling i€ obligation under section 22 of the
Electricity 2t inthe manner specitied in Schedule 2 of this Licence; and

) to actas awholesaler for the purposes of fulfilling its obligatiors under the Retail
Settlerment Code or under zection 23 of the Electricity Aot

DObligation to Comply with Legislaion, Regulations and Markat Bules

The Licenzee shall comphywith 3l applicable provisions of the Aot and the Electricity Aot and
regulations under these Acts, exceptwhere the Licerses has been exemptad from such
compliance by regulation.

The Licensee shall comphy with all applicable Madat Bules.

Obligationto Comply with Codes

The Licenzee shall at all times comphy with the following Codes (colledivehr the "Codes")
approved by the Board, except where the Licensee has been specifically exempted from such
compliance by the Board, Any exemptions granted to the licenses are set out in Schedule 3 of
this Licence. The fallming Codes apply to this Lcence

J) the Affiliate Relationships Code for Elecricity Distributors and Traremitters;

B the Distribution System Code;

cl the Retail Settlement Code; and

d) the Standard Supply Senice Code:

The Lizenzee =hall:

a) make a copy of the Codes available for i pection by members ofthe public at itz head
office and regional offices during narmal business hours; and

B provide 3 copy of the Codes to any person who requests it The Licersee may impose 3
fair and reasonable charge for the ot of prowiding copies

Obligation to Procad e Mon-discriminatory Aczess

The Licensee shall, uponthe request of 3 corsumer, generator or retailer, provide such
corsumer, genarator or retailer with access o the Licerse e s distribution system and shall
comrey electricity on behalf of such consumer, generatar or retailer in accordance with the terms
of this Licence.

Obligaionto Connect

The Licensee shall connect a building to = distribution svstem if:

a) the building lies along any of the lines of the distributor's distribution system; and
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Erie Thames Pomearlines Corparation
Electricity Ditribution Licence ED-Z2002- 056

B the doner, occupant or other personin charge of the building requests the connection’in
riting.

The Licenzee shall maie an offer to connect a building to itz distribution system if:

a) the building i within the Licensee's sernvice area as described in Schedule 1) and
b the arner, occupant or other person in charge of the building requests the connection in
writing.

Theterms of such connection or offerto connect=hall be fair and reasonable and made in

aceordance with the Distribution System Code, and the Licersees Rate Order as approved by
the Board.

The Licensee shall not refuse to connect or refuse to make an offer to connect unless i i
permitted to' do 5o by the Act or 3 regulation or any C odes towhich the Licensee & obligated to
comphywith as a condition of this Licence,

Obligation to Sell Electricity

The Licensee shall fulfill its obligation under £ection 29 of the Electricity Act to sell ele ctricity in
aceord ance teith the requirements established in the Standard Supphy Service Code, the R etail
Settlerment Code and the Licerses s B ate Qrder a5 approwed by the Board.

Obligationto Maintan System Integrity

The Licenzee =hall m aintain s distribotion systemin accordance with the standards established
in the Distribution System Code and Market Rules, and hawe regard to any other recognized
industry operating or planning standards adopted by the Board

farket Posver Mitigation Rebaes

The Licen=zee =hall comphywith the pass through of Ontario Ponwer Generation rebate condifions
setout in Appendi A of this Licence.

Oistribotion Rates

The Licenzee shall not charge far connaction tathe ditribotion system, the distribution of
electricity or the retailing of ele ctricity to meet itz abligation under section 28 of the Elechriciy Act
exceptin accordance with a3 Rate Order of the Board.

Separaion of Business Activities

The Licenzee shallkeep financial recards associgted with distributing electricty separate from i=

financial records associated with ransmitting elecriciy or other activities in accord ance with the
Accounting Procedures Handbook and 2 othenise raquired by the Board.
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Erie Thames Pomearlines Corparation
Electricity Ditribution Licence ED-Z2002- 056

Expansion of Distibution System

The Licensee shall not construct, expand or reinforce an electricity distribution system or maie an
interconnection except in accordance with the Act and Regulations, the Distribution System Code
and applicable provisions ofthe Maket Rules.

Inorder to ersure and maintain system integrity or reliable and adequate capacity and supphy of
alectricity, the Board may orderthe Licensee to expand or reinforee s distribution system in
accordance tuith Macet B ules and the Distribution System Code, orinsuch a3 manner as the
Board may determine.

Provision of mformaionto the Board

The Licensee shall maintain records of and provide, inthe manner and form determined by the
Baard, such information az the Board may require from time to time.

Withoout limiting the generality of paragraph 1941 the Licensee shall notify the Board of ary
material zhange in circumstances that adversely affects or i likehy to adversehy affect the
business, aperations or assets of the Licersee as soon as practicable, butin any event no more
than tuenty (200 days pastthe date uponwhich such change ocours,

The licenseeshall inform the Board a8 soon as possible of arme material changes to the service
agreement with Erie Thames Senvice Corporation (the "Service Agreemeant”.

[feither party to the Senvice Agreement provides notice of s intention to exercise 3 right to
terminate or dicortinue anyservices under the services agreement, the Licersea shall:

a) Immediatehy notity the Board inwriting of the notice; and

b provide a plan to the Board 2= soon a8 possible, but no later thanten (100 days after the
receipt of the notice, as to how the affected distribution = e reices willbe maintained in
compliance with the terms ofthis Licence,

Inthe event oftermination of the Service Agreement for any reason, the Licensee zhall:

g) ersurethere i no interruption of distribution sefvices to the coreumers a5 a result of the
termination;

B riotify the Board of the name ofthe neaw company thatwill provide the distribation
senrices; and

) file woith the Board the distribwtion senvices agreementwith the neam company.
Restrictions on Provision of Information
The Licensee shall not wse information regarding a corcumer, retailer, whales aler or gener gtor

obtained for one purpose for any other purpose withoutthe writen coreent of the consumer,
retailer, wholesaler ar generator.
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The Licensee shall not dizcle e information regarding a corsumer, retailar, wholesaler or
gener ator to any other party without the written consent of the corsumer, retailar, wholesaler or
gener ator, except uhere zuch information & required to be disclosed:

a) to comphy waith amy legislative of regul atary requirements, including the conditions of this
Licene;

b for billing, settlement aor mak et operations purposes;

) for lanm enforcement purposes; ar

d to a debt collection agency for the processing of past due accounts of the corsumer,

retailer, wholesaler or generator.

The Licensee may disclose information regarding consumers, retailers, wuholes alers or generators
vuhere the information has been sufficiently aggregated such that their particul ar information
cannot re asonably be identified.

The Licensee shall inform consumers, retailers, wholesalers and genarators . of the conditions
under which their inform ation may be released to a third pary without their consent.

Ifthe Licensee discleses information under this section, the Licersee shall ensure thatthe

information provided will not be wsed for any other purpose exceptthe purpos e for which twas
disclozed.

Custorer Complaint 2nd Dispute Resolution
The Licensee shall:

a) have a progess for resolving disputes with customers that de alz with dis putes in a fair,
reasanable and imehy manner;

B publish irfarmation which will make itz customers aware of and help them to use its
dis pute resolution process;

=) make a copy of the depute resalution process available for inspection by mambers of the
public at each of the Licersee' s premises during normal business hours;

d) give arend free of charge a copy of the process to any personwho reasonably requests
it; and

) subscribe to and refer unresahred complaints to an independent third party complaints
resolution senice provider selected by the Board This condition weill become effectire on
3 date to be determined by the Board. The Board will provide reasonable notice to the
Licensee of the date this condition becomes effe ctine.

Termof Licencs

This Licence shalltace effect on December 18, 2002 and expire on December 17, 2023 The
term of this Licence may be extended by the Board.
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Fees and Assessments

The Licensee shall pay all fees charged and amounk assessed by the Board

Carmmunication

The Licenzses shall designate a parson thatwill act as a primarny contactwith the Board on
matters relatead to this Licence. The Licensae shall notify the Board promptheshould the contact
detaik change.

All official communication relating to this Licence shall be inwriting.

Allpriten communication i to be regarded as having been given by the sender and received by
the addressee:

g mhen deliverad in pergontothe addreszee by hand, by registered mail or by courier;

b ten (100 business days after the date of posting if the communication & sent by regular
mail; and

cl mhen recened by facsimile traremiEsion by the addressee, according o the sender's

trarsmission report.
Copies of the Licence
The Licensee shall:

a) make a copy of this Licenee available forinspection by mambers ofthe public atits head
office and regional offices during narmal business hours; and

b provide a copy of this Licence ta any personwho requesk it The Licens ee may impose a
fair and reasonable charge for the cost of providing copies

Conservation and Demand Manage ment

The Licenzee =hall achiewe reductions in electric ity coreumption and reductions in pea:
provincial electricity demand through the deliveny of COM programs. The Licensee shall meet it=
2014 Net Annual Fedd Demand Sawvings Target of 5220 WY, and itz 3011- 2014 Met Cumulative
Energy Savings Target of 22 200 GWth (collectiveby the "GO0 Target™), ovar a four-year perjod
beginning January 1, 2011

The Licensee shallmeetits COM Targek through:

J) the delivens of Board approved COAA Programe delivered in the Licenses's sendica area
("Board Approved COM FPrograms";

B the delverny of COM Programs that are made available by the OPAto distributars in the
Lizenszee's seprice area under contract with the OFP AT OPA:-Contracted Province-Wkide
COhd Programs"T; or

) a combin ation of 3) and b).
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The Licensee shallmaie it best efforts to deliver a mix of SO Frograms to all corsumer ty pes
inthe Licerses' s sanice area.

The Licenzee =hall comphy weith the rules mandated by the Board s Conservation and 0 emand
Management Code for Electricity Distributors.

The Licenzsee =hall utilize the common Provincial brand, once available, with all Board-Approved
COb FProgrames, OFA-Contracted Provinee-Wide Programs, and in conjunction with or co
branded wuith the Licensee's grn brand or marks.



Exhibit: 1

Tab: 1

Schedule: 3
Page: 19

Erie Thames Pomearlines Corparation
Electricity Ditribution Licence ED-Z2002- 056

SCHEDULE A DEFIHITION OF DISTRIBUTION SERYICE AREA

This Schedule specifies the area inwhich the Licenzes i autharze d to distribute and zell electricity in
accordance with paragraph 8.1 of this Licence,

1.

10,

11,

T2,

12

14,

15.

Theformerillages of Belmont and Port Stanley a5 of December 34, 1997, now in the
Municipality of Central Elgin

The Town of Ayimer as of Januany 1, 1292, ako outlined on a map filed on August6, 2002 a=
part of the application.

The Town of Ingersoll 2 of December 3, 2000,

The former Village of Be achville a5 of D ecember 31, 1974, now in the Township of South-est
Cfiord.

The former Tamn of Tavistock as of December 21, 1974, noww in the Township of East Zorra
Tawistock.

Lands in the Township of East Zorra-Tavistock described as:

Plan of Subdivision 32 T-89005; or PIN 00295-0129: Part of Lot 125, Southe a5t of Wiaodstock
Strest and South of Hope Street, Plan 207 and part of Lot 35, Concession 12; Designated as
Park 1,2,3,4, 5,6, 7and 8 HRTSG2

The former Villages of M orwich, Otterville & Burgessville a5 of December 31, 1974, now in the
Towarehip of Mornwich

TheWillages of Embro & Thamesford as of December 34, 1974, now inthe Townshipof Zorra.

Ctercresk Golf and Country Club; Legal Des cription for PIM 00052-0502, Part of Lot 13,
Concesziond, Designated as Part 1, 41B-5725, Lok 1,2,3, 4.5, 6, 7,8, 9 and 10, East of
Jdames Street, Plan 129, Lot 137 and Part of Lats 128 and 194, FPlan 322 and Part of Lot 12,
Cancesziond, Subject of easement in favour of Ontario Hydro over Pat 3, M RE-5735 2= in Plan
17943 subjectto easement in favour ofthe Corporation ofthe Towrship of Mopich owver Part of
Lot 1444, Plan 328, Dezignated as Part 3, K R-6025, Tamnship of Nanvich, County of Oeford,
formerhy the Willage of Otterwvills.

FartLot 17 and 18, Concession 1 000 est Oxford), Township of Ingersall.
FPart Lots 34 and 35, Concession 13 (East Zarra), inthe Towrship of EastZoma Tavistack
FartLot 7, Concession g Haorth Nonich), inthe Village of Monwich.

The boundary of the former Town of Clinton as of December 31, 2000, now part ofthe
hunicipality of Cerntral Huran.

The customer located at 80212 Baseline Koad inthe former Tornship of Hullett now inthe
hiupicipality of Central Huran.

The Town of Michell 3= of D ecember 21, 1997,
g
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The Police Willage of Dublin as of Decembear 21, 1997,

West Perth Padkers Lid., Partof Lot 23, Concession 2, Fulatton Ward az Part 9 of Reference
Flan 44 R-22496.

Ball Pad, Part of Lot24, Concession 2, Fularton Ward as Part G of Reference Plan 44 R-3945.

Senage Treatment Plant, Par of Lot 22 and 24, Conces=sion 2, Fulaton'iiard a= Part7 of
Referance Plan 4 R-20495,

“Yacant Land (In Front of Sewage Treatment Plant), Part of Lot 22 and 24, Concession 2, Fulardon
fard 2= Part2 on R eference Plan 49 R-2045.

FartlLot 19, Concession 1 0ifest Cedford), Town of Ingersall.

10
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SCHEDULE 2 FROYISION OF STAMDARD SUFFLY SERVICE

This Schedule specifies the manner in whichthe Licenzee & authorized to retail electricity for the
purposes of fulfilling its obligation under section 28 of the Electriciy Act.

The Licensee is authorized to retail electricity directhy to consumers within its service areain accordance

with paragraph 8.1 of this Licence, any applicable exemptions to this Licence, and at the rates et outin
the Rate Orders.

11
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SCHEDULE 2 LIST OF CODE EXEMPTION S

This Schedule specifies any = pecific Code requirements from which the Lcerses has been exempted

1.

The Licensee & e<empt from the requirements ofsecion 253 of the Standard Supphe Service
Code with respect to the price for s mall volume/fresidential corsumers, subject to the Licensee
offering an equal billing plan as described in ks application for exemption from Fixed Reference
Frice, and meeting all ather undertaiings and material representations contained in the
application andthe materiaks filed in connection with it

Erie Thames Powerlines Carporation' s Electricity Distribution Licence (ED-2002-0518),
specificaly Schedule 3 ofthe licence, is amended to reflectthe ecemption from the requirements
ofsection 6.5.4 of the Distribution Swstem Code as per Erie Thames Pawerlines Corporation’s
request=set out in the application.

The Licenzsee k exempt from the requirement for meter enrollment testing as of the mandatany
date for time-of use pricing for RPP conzumers with eligible ime-of- use meters as required under
the Standard Supply Senvice Code for Electricity Distributars. This exemplion expires Februane
28, 2011

12
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APFEND X A
M&RHKET POWER MITIGATION REBATES
1. Definition=sand Interpratgions

In this Licenee

"embeddad distributor” mears a distributor who & not a maket padicipant and to whom 3 host
distributor distributes electricity;

"embedded generator’ mears a generator who i not a maket paricipant and whase generation
facility i connected to a distribution swstem of a distributor, but does notinclude a generatar wwho
consumes more electricity than it generates;

"heet distribdtor means a distributar whe & 3 mark et padicipant and who distributes ele ctricity to
another distributor vaho is not a mark et particip ant.

Inthis Licence, 3 reference to the payment of a rebate amount by the IES0 includes interim
payment made by the [ESO.

2. Infarmation Givento [ESO

a Prior to the payment of a rebate amount by the IESD to a distributor, the distributar =hall prowide
the IESQ, in the form = pecified by the [ES0 and before the exping of the period specified by the
|[ESO, with information in respect ofthe volumes of elecricity withdraven by the distribotor from
the IESO-contralled grid during the rebate period and distibuted by the distribotor inthe
distributors service areata:

i corsumers served by 3 retailer wahere a service trans action request as defined in the R etail
Settlement Code has been implemented; and

i corsumers gther than consumers referred toin clause (Dwho are not receiving the fi<ed
price undar sectiore 7.4, T8 and 7216 of the Crltario Eremy Board' Act, 15798

b Prior tothe payment of a3 rebate amount by the IES0 to a distibutor which relates to electricity
comnsumed inthe senvice area of an embedded distributor, the embedded distributor shall provide
the hist distributor, inthe form specified bythe IES0 and before the expiry of the period = pe cifie d
in the Retail Sethement Code, with the wvolumes of electrictyr distributed during the rebate period
by the embeddad distributors host distributor to the embedded distributor net of any ele clriciy
distributed to the embedded distributor suhich = attributable to embedded generation and
digtributed by the embedded distributar in the embeddead distibutor's service area to:

I coreumers served by 3 retailer wahere aservice transaction request as defined in the R etail
Settlement Code has been implemented; and

i corsumers other than consumers referred toin clause () who are not receiving the ficed
price undar sectiors 794, 745 and 7916 of the Chiano Eremy Board Act, 15998

¢ Priortothe payment of a3 rebate amount by the IESO to a distributor which relates to electricity
13
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corsumed inthe senvice area of an embedded distributar, the host distributor shall provide the
IESD, inthe farm specified by the IESC and bafore the expiry ofthe pariod zp acified by the
|[ES0, vuith the inform ation prowvided to the host distributor by the embedded distributor in
acoardance vith section 2.

The IES0O may izsue instructiors or directions prowiding for any inform ation to be gwen under this
zection. The IESO =hall rely on the infarmation provided to it by distributors and there zhallbe no
apporunity to carrect any such information or provide any additional information and all amounts
paid shall be final and binding and not subject to amy adjustment.

Forthe purposes of attributing electricity distributed to an embedded ditributor to embeddad
gener gtion, the walume of electricity distributed by a host distributor to an embedded distributar
shall be deemed to consist of elecricity withdrawn fromthe IES0- controlled grid or supplied to
the host distributor by an embedded generator inthe same propotion as the total wolume of
alectricity w ithdrawn from the [ES0-cantrolled grid by the distributor in the rebate period bears to
the total wolume of elactricity supplied to the distributor by embedded generators during the
rebate period.

FPa== Through of Rebae

Aodistributor b all prompthy pass through, with the net regular bill or settlementstate ment after
the rebate amount i received, any reb ate received from the IESO, togetherwith intarest at the
FPrime Rate, calculated and accruad daity, onsuch amount from the date of receipt, to:

a retailerswhosenve one or more consumers in the distributors sernvice area where a service
trarsaction request a2 defined in the Retail Settlement Code has been implemented,

b corsumers who are not receiring the fized price under zections 794, 795 and TO.16 of the
Crtamo Srergy Boam’ Act, 1958 andwha are notserved by a retailerwheare 3senice
trarsaction request as defined in the Retail Settlemeant Code has been implementad; and

z  embedded distributors towhom the distributor distributes electriciby.

The amaunts paid outto the recipients listed abowve shall be based on enengy consumed and
cdlcul ated in accardance with the rules et outin the Retail Seftlement Code. These payments
may be made by may of set off at the aption of the distribator,

If requested inwriting by OF G, the distributor shall ensure that all reb ates are identified a=
coming from OPE1 in the following form an arwith each applicable bill or setiement statement:

"OMTAR IO POWER GENMERATION INC . rebate”

Ay rebate amountwhich cannot be distributed as provided abowe or wehich i refurned by a
retailer to the distributorin accordance with i€ licence shallbe promptiy returned to the host
distributor or IES0 az applicable, togetherwith interest at the Prime R ate, calculated and acerued
daily, onsuch amount from the date of receipt.

Mathing shall preclude an agreementwhereby 3 coreumer assigns the benefit of a rebate
paymentto a retailer or another party.

14
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Fending pass-through or return to the |[ESO of any rebate received, the distributor shall hald the
funds received in trust for the beneficiaries thereof in asegregated account.

ONTARIC POWER GEMERATION INC. REBEATES

Faor the payments that relate to the period from May 4, 2006 to April 20, 2009, the rules et out belowm
=hall apphy.

1. Definitions and Interpra ions
In'this Licence

"embedded diztributor” mearns a distributorwho i not a3 market paricipant and to whom 3 hast
distributor distributes electricity;

"embeddad generator mears a generatorwho & not a maket padicipant and whoese genaration
facilty i connected to 3 distribution swstem of a distributor, but does notinclude a generatar wha

consumes moare electricity than # generates;

"host distributor” means a distributar who &5 a mak et paricipant and who distributes ele ctricity to
another distributor waho is not a mark et paricip ant.

Inthis Licence, 3 reference to the payment of a rebate amaunt by the IESO includes interim
payment made by the [ESO.

2. Information Givento IESD

a Priortothe payment of a rebate amount by the IESO to a distributor, the distributar =hall prowide
the IES0, in the form s pecified by the [ES0 and before the exping of the period specified by the
|[ESO, with information in respect ofthe volumes of elecricity withdraven by the distribotor from
the IES0-controlled grid during the rebate period and distibuted by the distributor inthe
distribitors service areato:

i coreumers served by 3 retailer wohere a service transaction request as defined in the R etail
Settlement Code has bean implemented and the coreumer & not receving the prices
established under sectiors 7.4, 7945 and 7916 of the Oriato Ememy Board Aot 12958 and

i coresumers other than consumers referred toin clause (D who are not receiving the fi<ed
price under sectiors 794, 795 and 7168 of the Chitano Eremy Boand Act, 1998

b Priortothe payment of 3 rebate amount by the IES0 to a distibutor which relates to electricity
corsumed inthe senvice area of an embedded distributar, the embedded distributor shall provide
the host distributar, inthe form specified by the IESO and before the expiry of the period s pe cified
in the Retail Setiement Code, with the volumes of electricity distributed during the rebate period
by the embedded distributars host distributor to the embedded distributor net of any e be clriciy
distributed to the embedded distributor suhich s attribotable to embedded gener ation and
distributed by the embedded distributar inthe embedded distributor's service areato

15
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i coreumers served by 3 retailer where aservice transaction request as defined in the R etail
Settlement Code ha been implemented; and

i corsumers other than consumers referred toin clause (Qwho are not receiving the ficed
price under sectiors 794, 745 and 7216 of the Criario Ememy SBoard Act, 1598

Frior tathe payment of 3 rebate amount by the [ES0to a diskibutor wehich relates to alectriciby
corsumed inthe senvice area of an embedded distributar, the host distributor shall provide the
|[ES0, inthe form zpecified by the IES0 and before the exping ofthe period specified by the
|[ES0, with the inform ation provided to the host distributor by the embedded distributor in
acocordance with section 2.

The IES0O may issue instructiors or directions providing for any information to be given under this
section. The IESO shall rely on the information prowided to it by distributars and therezhallbe no
opporanity to correct any such information of provide any additional information and all amounts
paid =hall be final and binding and not subject to amy adjustment

Farthe purposes of attributing electricity distributed to an embedded ditributor to embeddad
gener ation, the walume of electricity distributed by 3 host distributor to an embedded distriboutor
zhall be deemed to corsist of elechricty withdravn from the IESO- controlled grid or supplied o
the host distributor by an embedded generator inthe same proportion as the total wolume of
electricity w thdrawn from the |[ES0-controlled grid by the distributor in the rebate period bears to
the total wolume of electricity supplied to the distributor by embedded generators during the
rebate period.

Pa== Through of Rebae

A distributor =h all prompthy pass through, with the net regular bill or settlementstate ment after
the rebate amount is received, any rebate received fromthe IESO, together with intarest at the
Frime Rate, calculated and accruad daity, onsuch amount from the date of receipt, to:

a retailerswho senve ane aor more consumers in the distributor's senvice area where a service
traresaction request a5 defined in the Retail Setlement Code has been implemented and the
corsumer i notreceiving the prices establiehed underzections ¥94, 795 and ¥9.16 of the
Chrtamo Srergy Boam’ Act, 1958,

b corsumers who are not receiring the ficed price under sections 794, 795 and TA16 of the
Chtamio Srergy Boam’ Act, 1998 andwha are notsenved by a retailerwhere a senvice
trarsaction request a= defined inthe Retail Settflement Code has been implemented; and

¢ embedded distributors towhom the distributor distributes electriciby.

The amount paid out to the recipients lieted above shall be based on enargy consumed and
calculated in accordance with the rules set outinthe Retail Settlement Code. These payments
may ba made by way of set off at the aption of the distributar,

If requested invoriting by OP G, the distributor shall ensure that all reb ates are identified a=
coming from OP1 in the following form anar with each applicable bill or 2etiement state ment:

"OM TAR 1O POWER GEMERATHION IMC . rebate”
16
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Ay rebate amountwhich cannot be distributed as provided abowe ar which i refurned by a
retailer to the distributor in accordance with i licence shall be promptiy returned to the host

digtributor or IESO a=s applicable, together with interest atthe Prime R ate, calculated and accrued
daily, onsuch amournt from the date of receipt.

Mothing shall preclude an agreement whereby a coreumer as=signs the benefit of 3 rebate
paymentto a retailer ar another party

Fending pass-through or return to the IESO of any rebate received, the distribator shall hald the
funds received in trust for the beneficiaries thereof in asegregated acoount.

17
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SPECIFIC APPROVALS REQUESTED

Erie Thames hereby requests the following specific approvals:
1) Approval to charge rates effective May 1, 2012 to reflect a revenue deficiency of $609,251 (Exhibit
6) with an Implementation Date to be determined, but Erie Thames Power is suggesting
September 1, 2012 or one month following the timing of the OEB’s Decision.

2) Approval of Erie Thames proposed capital structure with a deemed common equity component of
40.00% and a long term debt component of 56% and a short-term debt component of 4%;

3) Approval for rate riders for clearance of deferral and variance accounts;
4) Approval to continue the existing deferral/variance accounts;
5) Approval to charge rate riders for LRAM and SSM,;

6) Approval of the proposed total loss factor of 4.83 Exhibit 4, Tab 2, Schedule 7.

Erie Thames is not proposing to recover any under-collection of distribution revenues from May 1, 2012
through the implementation date.
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DRAFT ISSUES LIST

Based upon Erie Thames experience, it would expect the Application raises the following issues:

i) Rate Base:
(1) Is the proposed rate base for 2012 appropriate?
(2) Is the proposed capital expenditure program for the 2012 Test Year appropriate?
(3) Is the proposed calculation of Working Capital Allowance of 15% of the cost of power and
expenses appropriate?
(4) Is the proposed cost of power appropriate?

ii) Operating Revenue:
(1) Is the proposed throughput for the 2012 Test Year appropriate?
(2) Is the customer and load forecast (kW and kWh) appropriate?
(3) Is the proposed forecast of Test Year 2012 revenues from other regulated rates and
charges appropriate?

iii) Operating Costs:
(1) Is the proposed Operations and Maintenance program for the 2012 Test Year appropriate?
(2) Is the proposed level of the Depreciation/Amortization expense for the 2012 Test Year
appropriate?
(3) Is the proposed PILs requirement for the 2012 Test Year appropriate?

iv) Deferral and Variance Accounts:
(1) Is the proposed clearance of deferral and variance account balances appropriate?
(2) Are the proposed new deferral and variance accounts for the test year appropriate?

v) Capital Structure and Cost of Capital:
(1) Is the proposed capital structure of 40% equity, 56% long-term debt and 4% short-term debt
appropriate?
(2) Is the proposed return on equity, short-term debt rate and long-term debt rate appropriate?

vi) Cost Allocation:
(1) Are the revenue to cost ratios in the cost allocation for Test Year 2012 appropriate?

vii) Rate Design:
(1) Is the full schedule of rates as proposed, including the changes to the rate classifications
and the harmonization of rates, appropriate?
(2) Is the derivation of the proposed base distribution rates appropriate?
(3) Is the derivation of the proposed rate riders appropriate?
(4) Are the proposed changes to LV rates appropriate?
(5) Are the proposed Loss Factors appropriate?

viii) Smart Meters:
(1) Is the proposed elimination of the Smart Meter Rate Adder and the inclusion of the Smart
Meter capital in the 2012 rate base appropriate?

ix) Modified International financial Reporting System
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() Is the proposed service revenue requirement calculated using modified IFRS appropriate?
x) CDM, Green Energy Plan:

(1) Is the proposed Basic Green Energy Plan appropriate?
(2) Are the proposed CDM measures appropriate?
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PROCEDURAL ORDERS/MOTIONS/NOTICES

To be included when received
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ACCOUNTING ORDERS REQUESTED
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NON-COMPLIANCE WITH UNIFORM SYSTEM OF ACCOUNTS

Erie Thames follows the main categories and accounting guidelines as stated in the Uniform System of
Accounts.



MAP OF DISTRIBUTION SYSTEM

Note to Draft insert maps
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LIST OF NEIGHBORING UTILITIES

Hydro One Networks Inc. Direct line: 416-345-5000
483 Bay St.
Toronto, ON M5G 2P5 Website:  www.HydroOne.com



Exhibit: 1
Tab: 1
Schedule: 13
Page: 1

EXPLANATION OF HOST AND EMBEDDED UTILITIES

Erie Thames has Hydro One as an Embedded Distributor within its service area at three locations. Hydro
One deregistered several of its wholesale meter points with the IESO. Consequently, Erie Thames is
charged for electricity that flows through its system, but is not consumed by its customers. Erie Thames
therefore needs an embedded distributor rate to charge Hydro One for the use of its system.
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PLANNED CHANGES IN CORPORATE AND OPERATIONAL STRUCTURE

Erie Thames is not proposing any further changes to its corporate and operational structure.
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STATUS REPORT ON BOARD DIRECTIVES

Erie Thames Power has no Board Directives at this time.
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CONDITIONS OF SERVICE
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(SECTION 1 INTRODUCTION

1.1  Identification of Distributor and Territory

Erie Thames is a corporation, incorporated under the laws of the Province of Ontario to distribute
electricity.

Erie Thames is licensed by the Ontario Energy Board “OEB” to distribute electricity to Customers in
the service area described in Erie Thames Distribution License, ED-2002-0516 (the “Licence”).

Additionally there are requirements imposed on Erie Thames by the various codes referred to in the
License and by the Electricity Act and the Ontario Energy Board Act.

1.1.1 General

Nothing contained in this document or in any contract for the supply of electricity by Erie Thames shall
prejudice or affect any rights, privileges, or powers vested in Erie Thames by law under any Act of the
Legislature of Ontario or the Parliament of Canada, or any regulations thereunder.

Erie Thames will normally provide one electrical service to each customer location at a nominal service
voltage.

Modifications to an existing service must comply with the requirements of the standards in effect at the
time of the modifications.

The customer or their authorized representative must make application for new or upgraded electric
services and temporary power services.

The customer or their representative shall consult with Erie Thames concerning the availability of
supply, the voltage of supply, service location, metering and any other details. These requirements are
separate from and in addition to those of the Electrical Inspection Authority. Erie Thames will confirm,
in writing, the Characteristics of Electric Supply available at a specific site.

The customer is required to provide Erie Thames sufficient lead-time in order to ensure:

(@) the timely provision of supply to new and upgraded premises or
(b) the availability of adequate capacity for additional loads to be connected in existing premises.

If special equipment is required or equipment delivery problems occur then longer lead times may be
necessary. The customer will be notified of any extended lead times.

Customers will be required to pay the cost of repair or replacement of Erie Thames equipment that has
been damaged through the customers’ action or neglect.

The supply of electricity is conditional upon Erie Thames being permitted and able to provide such a
supply, obtaining the necessary apparatus and material, and constructing works to provide the service.
Should Erie Thames not be permitted to supply or not be able to do so, it is under no responsibility to
the customer whatsoever.
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(The Customer shall not build, plant or maintain or cause to be built, planted or maintained any

structure, tree, shrub or landscaping that would or could obstruct the running of distribution lines,

endanger the equipment of Erie Thames, interfere with the proper and safe operation of Erie Thames’s

facilities or adversely affect compliance with any applicable legislation in the sole opinion of Erie
Thames.

Prior to commencing any service work, the customer must consult with Erie Thames to ensure
compliance with current requirements.

Customers may be required to pay Capital Contributions for the addition of new electrical services
based on the requirements of the Distribution System Code.

1.2 Related Codes and Governing Laws

Erie Thames and the Customer shall comply with all Applicable Laws, including the provisions of the
latest editions of the following documents:

Electricity Act, 1998

Ontario Energy Board Act, 1998
Distribution Licence ED-2002-0526
Affiliate Relationships Code
Distribution System Code

Retail Settlements Code

Standard Service Supply Code
Transmission System Code

NGO~ wWNE

In the event of a conflict between this document and the Distribution Licence or regulatory Codes
issued by the OEB, or the Electricity Act, the provisions of the Act, the Distribution License and
associated regulatory Codes shall prevail.

When planning and designing for electricity service, Customers and their agents must refer to all
applicable provincial and Canadian electrical codes, and all other applicable federal, provincial, and
municipal laws, regulations, codes and by-laws to also ensure compliance with their requirements. The
work shall be conducted in accordance with the Ontario Occupational Health and Safety Act, the
Regulations for Construction Projects and the E&USA (or the OHSC Safety) rulebook.

1.3 Interpretations

In these Conditions, unless the context otherwise requires:

e Headings and underlining are for convenience only and do not affect the interpretation of these
Rules.

e Words referring to the singular include the plural and vice versa.

e Words referring to a gender include any gender.

1.4 Amendments and Changes

The provisions of these Conditions of Service and any amendments made from time to time form part
of any Contract made between Erie Thames and any connected Customer, Generator or their agents.

In the event of changes to this Conditions of Service, a Public notice shall be made in the form of a
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(customer bill note and/or a notice on Erie Thames Website.

The Customer is responsible for contacting Erie Thames to ensure that the Customer has, or to obtain
the current version of the Conditions of Service.

1.5 Contact Information

For general inquiries, Erie Thames Powerlines can be contacted during normal business hours: Monday
to Friday between 8:30 am to 4:30 pm at 519-485-1820 or toll free 1-877-850-3128, by email at
info@eriethamepower.com or by writing to:

Erie Thames Powerlines Corporation
P.O. Box 157, 143 Bell Street
Ingersoll ON N5C 3K5

For emergency purposes during or after normal business hours, Customers can call Erie Thames at
1-877-850-3128.

1.6 Customer Rights

In those instances where the Customer will own their secondary or primary service, the Customer has the
right to hire a Contractor to supply and install the service.

The customer has the right to demand identification from any person purporting to be an authorized
agent or employee of Erie Thames.

A customer, who believes that he has suffered damages to his property or equipment as a result of
negligence on the part of Erie Thames, may submit a written claim for damages to Erie Thames. Erie
Thames will investigate the claim and respond in writing within 10 business days of the receipt of the
claim.

1.7 Distributor Rights

In those instances where the Customer has the authority to hire a Contractor to construct plant which will
become part of Erie Thames’ system, Erie Thames shall have the right to require the Contractor to submit
proof of previous experience and satisfactory performance, and, Erie Thames shall have the right to
investigate such proof and approve the Contractor prior to the Owner awarding a contract for the work to
the Contractor.

Erie Thames shall have access to Customer property in accordance with section 40 of the Electricity
Act, 1998.

1.8 Disputes

If, following good faith negotiations between a customer or other market participant and Erie Thames, a
resolution cannot be reached, the dispute may be submitted to a dispute resolution process.

Any dispute which shall arise between Erie Thames and a customer(s) and other market participants
subject to the terms of these Conditions of Service concerning the rights, duties or obligations of Erie
Thames or others subject to these Conditions of Service, shall be subject to the following dispute
resolution procedure:
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(Mediation

e Either party (the “Initiating Party”) may invoke the dispute resolution procedure by sending a
written notice to the other party (the “Respondent Party”) describing the nature of the dispute and
designating a representative of the Initiating Party with appropriate authority to be its
representative in negotiations relating to the dispute. The responding Party shall, within five
business days of the receipt of such notice, send a written notice to the Initiating Party, designating
a representative of the Responding party with the appropriate authority to be its representative in
negotiations relating to the dispute.

e Within ten business days of the receipt by the Initiating Party of the written notice of the
Responding Party the designated representatives shall enter into good faith negotiations with a
view to resolving the dispute. If the dispute is not resolved in thirty days of the commencement
of such negotiations, or such longer period as may be agreed upon, either party may, by written
notice to the other party, require that the parties be assisted in their negotiations by a mediator.
The mediator shall be acceptable to both parties and have knowledge and experience in the
matter under dispute, or professional qualifications, or experience in alternative dispute
resolution, or both. The parties shall thereafter participate in mediation with the mediator
through such process as the mediator, in consultation with the parties, may determine.

e None of the parties shall be deemed to be in default of any matter being mediated, until
effective or after the date mediation fails.

Referral to Dispute Resolution

Any dispute that is not resolved through mediation as described above shall be referred to the Ontario
Energy Board dispute resolution agency according to the following procedure:

e Upon the written demand of either of the parties, the dispute shall be referred to the disputes
resolution agency that has been appointed by the Ontario Energy Board.
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SECTION 2 DISTRIBUTION ACTIVITIES (GENERAL)

2.1 Connections

This section includes information that is applicable to all customer classes of Erie Thames. Items that
are applicable to only a specific customer class are covered in Section 3.

2.1.1 Building that Lies Along

As provided in Section 28 of the Electricity Act 1998 Erie Thames has the Obligation to connect any
Building that ‘lies along” its distribution system. A building ‘lies along” a distribution line if it can be
connected to Erie Thames’s distribution system, and meets the conditions listed in the Conditions of
Service of Erie Thames who owns or operates the distribution line.

A Building that lies along” a distribution line may be refused connection to that line should the
connection have an adverse effect on the reliability or safety of the distribution system.

2.1.2 Expansions / Offer to Connect

Under the terms of the Distribution System Code Section 3.1, a Distributor has the Obligation to make
an Offer to Connect any Building that ‘lies along” its distribution system. Erie Thames may refuse to
connect a customer for the reason described in subsection 2.1.3 of Erie Thames Conditions of Service.
The Offer to Connect must be fair and reasonable and be based on Erie Thames design standard. The
Offer to Connect must also be made within a reasonable time from the request for connection.

Erie Thames may require a customer to pay all or a part of the costs of electrical plant installed to supply
only that customer. Such capital contributions will be calculated using the guidelines set out by the OEB
in the Distribution System Code.

2.1.3 Connection Denial

The Distribution System Code in section 3.1 sets outs the conditions for a Distributor to deny
connections. A Distributor is not obligated to connect a building within its service territory if the
connection would result in any of the following:

Contravention of existing Canadian Laws, and those of the Province of Ontario.
Violations of conditions in a Distributors’ Licence.
Materially adverse effect on the reliability or safety of the distribution system.
Imposition of an unsafe worker situation beyond normal risks inherent in the operation of the
distribution system.
A material decrease in the efficiency of Erie Thames’s distribution system.
e A materially adverse effect on the quality of distribution services received by an existing
connection.
e If the person requesting the connection owes Erie Thames money for distribution services, or for
non-payment of a security deposit. Erie Thames shall give the person a reasonable opportunity to
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(provide the security deposit consistent with Section 2.4.20 of the Distribution System Code.

2.1.4 Inspections Before Connections
Erie Thames has the right to request an inspection prior to any connection.

All customer electrical installations shall be inspected and approved by the Electrical Safety Authority,
referred to herein as the ESA.

Erie Thames requires notification from the ESA of this approval prior to the connection of a customer's
service.

Services that have been disconnected for a period of six months or longer shall also be re-inspected and
approved by the ESA prior to reconnection.

Temporary services, for construction purposes, are approved by the ESA for a period of twelve months
and must be re-inspected should the period of use exceed twelve months.

Erie Thames reserves the right to inspect and approve Transformer rooms, Vaults and Pads prior to
during and following the installation of equipment.

Provision for metering shall be inspected and approved by Erie Thames prior to connection.

Customer owned substations must be inspected by both the Electrical Safety Authority and Erie
Thames, prior to connection to the Distribution system.

Duct banks and road crossings shall be inspected and approved by Erie Thames prior to the pouring of
concrete and again before backfilling.

Erie Thames reserves the right to inspect any underground trenches prior to backfilling.

Erie Thames reserves the right to approve the installation and location of all submarine cable. All
documentation and permits required for laying of submarine cable must be provided to Erie Thames.
The installation of submarine cable must meet the requirements of all governing legislation.

All work done on existing Distributor plant must be authorized by Erie Thames and carried out in
accordance with all applicable safety acts and regulations.

In accordance with the Distribution System Code, if Erie Thames refuses to connect a building in its
service territory that lies along one of its distribution lines, Erie Thames shall inform the person
requesting the connection of the reasons for not connecting, and where Erie Thames is able to provide a
remedy, make an offer to connect. If Erie Thames is unable to provide a remedy to resolve the issue, it
is the responsibility of the customer to do so before a connection can be made.

2.1.5 Relocation of Plant

Erie Thames will, where feasible, accommodate requests to relocate electrical plant such as poles and
metal enclosed equipment.

The customer will be required to pay all of the costs incurred by the relocation.
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(Requests by civic authorities to relocate distribution facilities will be done so in accordance with the
appropriate regulations.

2.1.6 Easements

To maintain the reliability, integrity and efficiency of the distribution system, Erie Thames has the right
to have supply facilities on private property registered against title to the property. Easements are
required whenever Erie Thames underground or overhead plant is to be located on private property or
crosses over an adjacent private property to service a Customer.

The Customer shall acquire and grant in Erie Thames name, at no cost to Erie Thames, where required,
an easement to permit installation and maintenance of service. The width and extent of this easement
shall be determined by Erie Thames. The easement shall be granted prior to connection of the service.

The Owner shall furnish to Erie Thames, free and clear of all encumbrances, sufficient easements to enable
the servicing of all existing or proposed developments or subdivisions from plants located on the Owners’

property.

Sufficient property at suitable locations shall be made available for the purpose of the installation of
distributors’ assets.

The Customer will prepare at its own costs a reference plan and associated easement documents to the
satisfaction of Erie Thames solicitor prior to its registration and register the easement plan. Details will
be provided upon application for service.

Where surface restoration by Erie Thames is required following any repairs or maintenance to a
service, Erie Thames will in so far as is practicable, restore the property to its original condition; and
provide compensation for any damages caused by the entry that cannot be repaired.

2.1.7 Contracts

Standard Form of Contract - Connection to the electrical distribution system will be provided upon
completion of a signed contract between the customer and Erie Thames, and receipt of approval by the
Electrical Safety Authority (“ESA”).

All customers will be required to complete and sign the standard form of contract to apply for the
supply of an electrical energy connection. A Standard Contract for service shall be considered as being
in force from the date it is signed by the Customer and Erie Thames and shall remain in force until
terminated by either party.

Implied Contract - In all cases, notwithstanding the absence of a formal contract, the taking and using
of electrical energy from Erie Thames by any Person or Persons constitutes the acceptance of the terms
and conditions of all regulations, conditions and rates as established by Erie Thames. Such acceptance
and use of energy shall be deemed to be the acceptance of a binding contract with Erie Thames and the
Person so accepting shall be liable for payment for such energy and the contract shall be binding upon
the Person’s heirs, administrators, executors, Successors or assigns.

Special Contracts - Special contracts that are customized in accordance with the service requested by
the Customer normally include, but are not necessarily limited to, the following examples:

e construction sites
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(e mobile facilities
e non-permanent structures
e special occasions, etc.
e Generation

Opening and Closing of Accounts — A property owner or occupant shall contact Erie Thames by
telephone to make a request to open an account with Erie Thames. This will establish a contract with
Erie Thames and the Customer$ acceptance of all responsibilities related to electricity charges
applicable to the account. A Solicitor or person with Power of Attorney can agree on behalf of the
Customer to the opening of an account.

Erie Thames shall open and or close an account for a property in the name of a person at the request of
a third party consistent to Section 2.8 of the Distribution System Code and as outlined in Appendix 3 of
these Conditions of Service, Policy 5.0 Opening and Closing of Accounts.

Erie Thames may require a security deposit consistent with Section 2.4.9 of the Distribution System
Code and as outlined in Appendix 3 of these Conditions of Service, Policy 6.1 Security Deposits.

Customers requesting to close an account are required to provide reasonable notice to allow time to
read the meter at the service address and issue a final bill. If a Customer requests to cancel a service
agreement and no longer request electricity to be provided to the service address, Erie Thames may
disconnect the electricity service. If a request is made for reconnection the new Customer setting up an
account at the service address will incur the applicable costs to reconnect the service. If the electricity
service has been disconnected from a premise for six months or longer, an ESA inspection is required.

In all cases, Erie Thames will not maintain availability of a meter and service without an active account
and Customer. When a Customer advises Erie Thames they are no longer responsible for the account or
requests to close an account, a final bill will be issued for the account. If, at that time, a new Customer
has not assumed responsibility for services provided to the property, Erie Thames may disconnect the

property.

Landlord and Tenant Agreement —When a tenant has opened an account at a property for the
distribution of services they have agreed to be an Erie Thames Customer and have accepted
responsibility for electricity charges provided to the service address. Therefore, the contract is with that
tenant. When a tenant closes the account, Erie Thames will adhere to the date provided by the tenant,
regardless of any agreements between the tenant and the landlord or owner, and a final bill will be
issued for the account. Erie Thames shall not seek to recover any charges for service provided to that
tenant at the rental unit after closure of the account from any person including the landlord/owner
unless the person has agreed to assume responsibility for the charges.

Erie Thames may enter into an agreement with a landlord or owner whereby the landlord/owner agrees
to assume responsibility for paying for continued service to the rental property after closure of a tenants
account.

A landlord or owner may enter into the above mentioned agreement either by telephone or by written
confirmation delivered by mail or email. A new account will be set up in the landlord/owner’s, name
pursuant to such an agreement, when:

e Erie Thames is advised that the tenant is vacating the property;

o the landlord/owner will be responsible for the new account(s) and any electricity charges for
service provided at any and all units listed at a service address; and

e a new account set up charge will apply to new account(s), which will appear on the first
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It is the responsibility of the landlord to ensure that Erie Thames is made aware of any changes in
contact, mailing and/or billing information. Where landlord information is not known, the above
agreement will not apply and Erie Thames may disconnection of the service.

2.2 Disconnection and Use of Load Control Devices

Erie Thames has the right and/or obligation to disconnect or limit the supply of electrical energy to a
Customer consistent with the Electricity Act for causes including but not limited to:

e Adverse effect on the reliability and safety of the distribution system.

e Imposition of an unsafe worker situation beyond normal risks inherent in the operation of
the distribution system.

e A material decrease in the efficiency of Erie Thames's distribution system.

e A materially adverse effect on the quality of distribution services received by an existing
connection.

¢ Inability of Erie Thames to perform planned inspections and maintenance.

e Failure of the consumer or customer to comply with a directive of a distributor that Erie

Thames makes for purposes of meeting its licence obligations.
e The customer owes Erie Thames money for distribution services, or for a security deposit.

Erie Thames shall give the customer a reasonable opportunity to provide the security

deposit consistent with Section 2.4.20 and 2.4.20Ao0f the Distribution System Code.
e Failure to notify Erie Thames of Customer responsibility for electricity account when a new

party moves into an existing connected property and consumes electricity;

Without limiting the generality of the foregoing, prior to disconnecting a property for non-payment,
Erie Thames shall provide to any person that receives notice of disconnection:

e The Fire Safety Notice of the Office of the Fire Marshal; and
e Any other public safety notices or information bulletins issued by public safety authorities
provided to Erie Thames.

Appendix 3 of these Conditions of Service includes Erie Thames Disconnection Policy and Use of
Load Control Devices Policy. The Policies describe Erie Thames disconnection and the use of load
control devices practices.

Disconnection does not relieve the Customer of the responsibility to pay the overdue amounts. Erie
Thames may recover from the Customer responsible for the disconnection reasonable costs associated
with disconnection including costs for repairs of Erie Thames physical assets attached to the property
in reconnecting the property.

Reconnection or restoration of the electricity service will occur only after the reason for disconnection

or limitation has been remedied. Erie Thames may recover from the person requesting the reconnection
any Erie Thames OEB approved reconnection charge.

2.3  Conveyance of Electricity

2.3.1 Guaranty of Supply

Erie Thames agrees to use reasonable diligence in providing a regular and uninterrupted supply but
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(does not guarantee a constant supply or the maintenance of unvaried frequency or voltage and will not
be liable in damages to the Customer by reason of any failure in respect thereof.

Customers requiring a higher degree of security than that of normal supply are responsible to provide
their own back-up or standby facilities.

When power is interrupted, or the Customer is experiencing power quality problems the Customer or
their electrical contractor shall first ensure that interruption is not due to problems within the customer
owned installation. If after verifying that the cause of the problem does not reside on the customers’
installation, the customer shall contact Erie Thames. Erie Thames will respond to and take reasonable
steps to restore power. Erie Thames reserves the right to recover costs from the customer for making
false claims of interruptions.

Although it is Erie Thames policy to minimize inconvenience to Customers, it is necessary to
occasionally interrupt a Customers’ supply to maintain or improve Erie Thames system, or to provide
new or upgraded services to other Customers. Whenever practical and cost effective, as determined by
Erie Thames, arrangements suitable to the Customer and Erie Thames may be made to minimize any
inconvenience. Erie Thames will endeavor to provide the Customer with reasonable advance notice,
except in cases of emergency, involving danger to life and limb, or impending severe equipment
damage.

Erie Thames will endeavor to notify Customers prior to interrupting the supply to any individual
service. However, if an unsafe or hazardous condition is found to exist, or if the use of electricity by
apparatus, appliances, or other equipment is found to be unsafe or damaging to Erie Thames or the
public, service may be discontinued without notice.

Depending on the outage duration and the number of Customers affected, Erie Thames may issue a
news release to advise the general public of the outage.

2.3.2 Power Quality

Erie Thames will respond to and take reasonable steps to investigate consumer power quality
complaints and report to the consumer on the results of the investigation. The method and level of
investigation will be at the discretion of Erie Thames.

If the source of a power quality problem is caused by the consumer making the complaint, Erie Thames
may seek reimbursement for the time and cost spent to investigate the complaint.

If the source of a power quality problem is caused by a consumer, Erie Thames may direct the

consumer to take corrective action. If the Consumer does not take such action within a reasonable time,
Erie Thames may disconnect the supply of power to the Customer. (see section 2.2)

2.3.3 Electrical Disturbances

There are levels of voltage fluctuation and other disturbances that can cause flickering lights and more
serious difficulties for Customers connected to Erie Thames distribution system.

Some types of electronic equipment, such as video display terminals, can be affected by the close
proximity of high electrical currents that may be present in transformer rooms.
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No electrical equipment, which may produce an undesirable system disturbance, shall be connected by a
customer to a customer's service without prior approval of Erie Thames.

Examples of equipment, which may cause disturbance, are large motors, welders and variable speed
drives. In planning the installation of such equipment, the customer is required to consult with Erie
Thames.

Erie Thames will endeavour to maintain voltage variation limits, under normal operating conditions, at
the Customers’ Delivery Points, as specified by the latest edition of the Canadian Standards
Association, C235. However, more sensitive electronic equipment such as computers can be seriously
affected by variations in quality of supply voltage. Customers who need electrical power of high quality
and with rigid voltage tolerances are responsible for providing their own power conditioning equipment.

Customers requiring a three-phase supply should install protective apparatus to avoid damage to their
equipment, which may be caused by the interruption of one phase, or non-simultaneous switching of
phases of Erie Thames supply.

The customer shall provide such protective devices as may be necessary to protect his property or
equipment from any disturbance beyond the control of Erie Thames.

2.3.4 Standard Voltage Offerings

2.3.4.1 For Secondary Voltage

The Supply Voltage governs the limit of supply capacity for any Customer. General guidelines for
supply from overhead street circuits are as follows:

e at 120/240 V. single phase, or
e 347/600 V. three phase, four wire, or
e 120/208 V three phase, four wire,

OR

Where street circuits are buried, the Supply Voltage and limits will be determined upon application to
Erie Thames.

OR

Where the Customer or Developer provides a pad on private property;

e at 120/240 V single phase, or
e at 120/208 V three phase, four wire, or
e at 347/600 V three-phase, four-wire

2.3.4.2 For Primary Voltage

Primary supplies to transformers or customer-owned substations will be one of the following as
determined by Erie Thames:

e 2400/4,160 volts 3 phase 4 wire
4,800/8,320 volts 3 phase 4 wire
e 7,200/12,400 volts 3 phase 4 wire
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(e 8,000/13,800 volts 3 phase 4 wire
e 16,000/27,600 volts 3 phase 4 wire

e 27,600 volts 3 phase 3 wire delta
44,000 volts 3 phase 3wire

An electrical requirement in excess of 750 KVA may require a customer owned Substation supplied at the
voltage as determined by Erie Thames.

2.3.5 Voltage Guidelines

Erie Thames maintains service voltage at the Customers’ service entrance within the guidelines of
C.S.A. Standard CAN3-C235 (latest edition) which allows variations from nominal voltage of:

6% for Normal Operating Conditions
8% for Extreme Operating Conditions

Where voltages lie outside the indicated limits for Normal Operating Conditions but within the
indicated limits for Extreme Operating Conditions, improvement or corrective action will be taken on a
planned and programmed basis, but not necessarily on an emergency basis.

Where voltages lie outside the indicated limits for Extreme Operating Conditions, improvement or
corrective action will be taken on an emergency basis. The urgency for such action will depend on

many factors such as the location and nature of load or circuit involved, the extent to which limits are
exceeded with respect to voltage levels and duration, etc.

2.3.6 Back-up Generators

Customers with portable or permanently connected emergency generation capability shall comply with
all applicable criteria of the Ontario Electrical Safety Code and in particular, shall ensure that customer
emergency generation does not back-feed on Erie Thames system.

Customers with permanently connected emergency generation equipment shall notify Erie Thames
regarding the presence of such equipment.

Erie Thames reserves the right to have the connection of this equipment inspected.

Generation systems found to be feeding into the Distribution system without proper approval of Erie
Thames shall be subject to immediate disconnection.

2.3.7 Metering
2.3.7.1  General

2.3.7.1.1 Access

Erie Thames or its agents shall have the right to access and read any of Erie Thames electricity meters
on the Customer’s premises.

All metering installations shall be accessible from a public area.
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(2.3.7.1.2 Costs

All Erie Thames metering equipment located on the Customer’s premises are in the care and at the risk
of the Customer and if destroyed or damaged, other than by normal usage, the Customer will pay for
the cost of repair or replacement.

Regardless of any charges for metering installations, all meters and meter instrumentation equipment
shall remain the property of Erie Thames and maintenance of this equipment shall be Erie Thames
responsibility.

2.3.7.1.3  Voltage

Generally, metering will be at utilization voltage. Where Erie Thames provides primary transformation,
primary voltage metering will be allowed only in special circumstances following full discussion with
Erie Thames.

Customer-owned substations may require primary metering. The provisions required for these
installations shall be specified and approved by Erie Thames for each application.

2.3.7.1.4  Primary/ Bulk Metering

Primary metering units may be installed outdoors or within and electrical vault as outlined in the current
Electrical Safety Code. Where the Owner prefers not to provide an approved electrical vault, Erie Thames
at additional cost can provide a metering unit with non-flammable coolant.

Non-residential or mixed-use buildings will normally be bulk metered by a single meter. However,
where specific areas are clearly and permanently defined and in other respects as a separate entity,
individual metering of the loads will be considered.

In all installations where the Customer requests revenue metering remote from the secondary entrance
equipment or downstream from a Customer-owned dry-core transformer, provisions are required for a
bulk meter directly after the main switch. This bulk metering is required in addition to any public
metering provisions. The Customer will be required to contribute to the cost of the metering
installation.

Where more than one meter exists, the meters shall be grouped where practicable.

The customer/contractor shall permanently and legibly identify all metered services with respect to correct
municipal 911 address and unit #. The identification shall be applied to all service switches and breakers
and to all meter cabinets and meter mounting devices that are not immediately adjacent to the service
switch. The customer/contractor shall insure that all service identifications are accurate and by not doing
so will be held totally responsible. Erie Thames shall issue a Meter Verification Sheet for this purpose to
the owner or contractor.

In any case, a copy of the metering layout plan shall be forwarded to Erie Thames for review and
approval.

If the distribution of the metered load circuit is in dispute, (ie: circuits from one premise is found to
supply a second premise) Erie Thames reserves the right to transfer all accounts into the Property
Owners’ name until such time as the problem has been resolved, and the individual metering can be
clearly identified with the individual units.
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2.3.7.15 Locks
All devices on the line side of Erie Thames metering shall have provisions for padlocking.

For commercial and industrial services the Customer's main switch shall have provisions for padlocking
the switch handle in the open position and the switch cover or door in the closed position.

When a disconnect device has been locked in the ‘OFF” position by Erie Thames, under no
circumstances shall anyone remove the lock and energize it without first receiving approval from Erie
Thames.

At the discretion of Erie Thames, a dual locking arrangement, a master key arrangement, a key box
arrangement, or a copy of the access key will be required for access.

2.3.7.2 Current Transformer Boxes

Where a current transformer box is required, it shall be CSA approved, of a size and type as stipulated
by Erie Thames, and include a provision for padlocks. A removable plate shall be provided in the box
for mounting the equipment.

As an alternative to a separate CT box and meter, a single enclosure combining both functions may be
feasible. Contact Erie Thames for details.

In cases where the CTs only meter a portion of the metal clad switchgear (such as house loads), a
separate disconnect switch must be installed ahead of the metering compartment so that the service can
be de-energized without any interruption to the main service supply.

Generally, one house load meter only will be allowed. Additional house load meters will require
authorization from Erie Thames.

Conductors should enter the current transformer box at the top and leave at the bottom, or vice versa. If
this cannot be arranged, the next largest CT box must be used to enable conductors to be trained in
place. Where parallel conductors are used, the sum of the conductors will determine the size of the CT
box to use. In all cases the Customer shall supply suitable cable termination lugs.

On all electrical services that require current transformers and the neutral for metering, an isolated
neutral block shall be provided in the current transformer box.

2.3.7.3 Interval Metering

The Distribution System Code, as amended from time to time, requires Erie Thames to meter
Customers of specific load levels with pulse-recording meters, or interval meters, which are
interrogated remotely. Erie Thames, at its’ sole discretion, may also require such metering on any
customer whose load characteristics may have a significant impact on the Net System Load Shape, or
where reasonable access to the meter for the purpose of acquiring metering data may be limited due to
location.

A customer that requests interval metering shall compensate a distributor for all incremental costs
associated with that meter, including the capital cost of the interval meter, installation costs associated
with the interval meter, ongoing maintenance (including allowance for meter failure), verification and
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(re-verification of the meter, installation and ongoing provision of communication line or

communication link with the customer’ s meter, and cost of metering made redundant by the customer

requesting interval metering. The communication system utilized for interval meters shall be in
accordance with Erie Thames requirements.

Where such metering exists Erie Thames will consider customer requests to provide a secondary pulse for
load control or customer-owned metering at the customers’ expense.

Where a customer submits a request to read their own interval meter, Erie Thames shall make this access
available given the following conditions are met:

e The meter has the capability of read-only password protection
e The customer provides a signed copy of the “Interval Metering Access Agreement” to Erie
Thames.

2.3.7.3.1 Interval Metering Communications

e Solid-state recorders and/or Electronic Interval Meters installed by Erie Thames have provision
for remote interrogation over a telephone line. To accommodate this feature the Owner will
provide shared access to a telephone line for Erie Thames metering purposes.

e At its’ sole discretion, for metering installations where loss of metering data would cause a
substantial impact on Erie Thames Settlement System, Erie Thames may require the phone
line to be dedicated for metering purposes only.

e A voice quality telephone line, which is active 24 hours a day to the metering location
extension jack, which is mounted on the metering board.

e Phone lines must be installed and functioning prior to the new service being energized.

2.3.7.3.2 Smart Metering

Erie Thames is replacing all its residential and small commercial meters with Smart Meters to comply
with the governmentd smart meter initiatives. With implementation of time-of-use pricing, the
processes for meter consumption data retrieval and billing will align with applicable regulations and
directions from the Smart Meter Entity.

2.3.7.4 Meter Reading

Erie Thames will read all meters on a regularly scheduled basis whenever possible. If an actual meter
reading is not obtained, the Customer shall pay a sum based on an estimated demand and/or energy for
electricity used since the last meter reading.

2.3.7.5 Final Meter Reading

When a service is no longer required, or the Customer is switching Energy Providers, the Customer
shall provide Erie Thames sufficient notice of the date so that a final meter reading can be obtained.
The Customer shall provide access to Erie Thames or its agents for this purpose.

If a final meter reading is not obtained, the Customer shall pay a sum based on an estimated demand
and/or energy for electricity used since the last meter reading.
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2.3.7.6 Faulty Registration of Meters

Metering electricity usage for the purpose of billing is governed by the Federal Electricity and Gas
Inspection Act and associated regulations, under the jurisdiction of Measurement Canada, Industry
Canada. Erie Thames revenue meters are required to comply with the accuracy specifications
established by the regulations under the above Act.

In the event of incorrect electricity usage registration, Erie Thames will determine the correction
factors based on the specific cause of the metering error and the Customer’s electricity usage history.
The Customer shall pay for all the energy supplied, a reasonable sum based on the

reading of any meter formerly or subsequently installed on the premises by Erie Thames, due regard
being given to any change in the character of the installation and/or the demand.

If the incorrect measurement is due to reasons other than the accuracy of the meter, such as incorrect
meter connection, incorrect connection of auxiliary metering equipment, or incorrect meter multiplier
used in the bill calculation, the correction will apply for the period defined in the Retail Settlement
Code, Section 7.7. Erie Thames will correct the bills for that period in accordance with the regulations
under the Electricity and Gas Inspection Act (Canada).

2.3.1.7 Meter Dispute Testing

Erie Thames will attempt to resolve billing enquiries. However, to give Customers confidence in the
accuracy of electricity meters, Erie Thames will conduct an internal investigation to verify the accuracy of
any meter the Customer believes to be recording incorrectly. If the internal investigation does not resolve
the matter, the Customer or Erie Thames may request Measurement Canada to test the meter.

If the test indicates that the meter is not accurate, the Customer’s historic billing will be adjusted, and
Erie Thames shall pay the full costs of the meter dispute testing.

2.3.7.8 Location

The location of the indoor or outdoor meter shall be readily accessible at all times and acceptable to
Erie Thames. If a meter is recessed or enclosed after installation, without the prior approval of Erie
Thames, the service may be subject to disconnection.

The location of the service entrance, routing of duct banks, metering, and all other works will be
established through consultation with Erie Thames. Failure to comply may result in relocation of the
service plant at the Owner's expense.

In all locations where Commercial/Industrial revenue metering is accessible to the general public, a
lockable enclosure or a room for service equipment and meters, shall be provided by the Owner at the
discretion of Erie Thames, as follows:

An electrical room reserved solely for metering equipment or
Metal enclosed switchgear approved by Erie Thames or

A suitable metal metering cabinet or

A vandal proof cage.
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2.3.7.9 (Meter Mounting Heights

Provision for metering shall facilitate a practical mounting height for revenue meters in compliance with
all applicable codes and regulations.

2.3.7.10 Environment

The following requirements apply to the areas allocated for revenue metering.

The customer to the satisfaction of Erie Thames shall provide where there is the possibility of danger to
workmen, or damage to equipment from moving machinery, dust, fumes, or moisture, protective
arrangements.

A clear safe working space of not less than 1.2 m (48") in front of the installation from the floor to ceiling
with a minimum ceiling height of 2.1 m (84") provided to insure the safety of Erie Thames or other
authorized employee(s) who may be required to work on the installation.

Where excessive vibration may affect or damage metering equipment, adequate shock-absorbing
mounting shall be provided and installed by the customer.

2.3.7.11 Meter Sockets

The owner will supply and install a meter socket as specified by Erie Thames. Meter sockets will be
directly accessible to Erie Thames staff.

A listing of approved revenue metering sockets is available from Erie Thames.

2.3.7.12 Cabinets

Where required by these Conditions of Service the Owner shall supply and install a meter cabinet to Erie
Thames requirements.

Meter cabinets shall be installed indoors, except where special permission is granted by Erie Thames to

install the meter cabinet outside. In such cases, an approved weather proof, lockable, C.S.A. approved
meter cabinet shall be provided by the Customer.

2.3.7.13 Metering Loops

Three-phase, four-wire services will require a loop for metering, within the meter cabinet, for all three
phases.

Mineral insulated, solid, or hard drawn wire conductors are not acceptable as metering loops.

2.3.7.14 Metal Enclosed Switchgear

The following regulations apply to the installation of instrument transformers and metering equipment
within metal enclosed switchgear.

Erie Thames will provide the following revenue metering equipment as required:
e Colour coded secondary wiring
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(» Revenue meters

The Owner shall:

e consult with Erie Thames regarding the metering equipment to be provided which may
include:

Oo0oooo0o

O O

Potential transformers

Potential transformer fuse holders and fuses

Current transformers

Phone line for remote interrogation of meters

Duplicate Pulse Initiators

Provide complete shipping instructions for instrument transformers for those projects
where these are to be provided by Erie Thames for installation by the switchboard
manufacturer.

Install instrument transformers, metering cabinet and conduit.

Each main bus bar to be drilled and tapped (10-32) or (10-24) on the line side of the
removable current transformer link.

e Submit two copies of the manufacturer’s switchboard drawings, for approval, dimensioned to
show provision for and arrangement of Erie Thames metering equipment.

Meters shall be installed by Erie Thames in a customer-owned metal cabinet of a size and type pre-
approved by Erie Thames, mounted at an approved location separate from the switchgear.

Tamper proof or sealable rigid conduit or any equally approved conduit of a size and type specified by
Erie Thames shall be installed between the CT compartment of the switchgear and the meter cabinet.

For conduit installations greater than 30 m (100", in length or where several bends are necessary, larger
conduits or other special provision may be required, at the discretion of Erie Thames.

2.3.7.15 Switchgear Connected to Wye Source

Where a Wye source neutral connection is to be used or grounded, the Owner shall provide a conductor
sized to the requirements of the Ontario Electrical Safety Code from the instrument transformer
compartment to the neutral connection.

2.3.7.16 Four Quadrant Metering (Generation)

All Ontario Energy Board-licensed generators connected to the distribution system that sell energy and
settle through Erie Thames’s retail settlement process shall be required to install metering that meets
the requirements of the Distribution System Code as approved by the Ontario Energy Board, and/or the
Market Rules as approved by the Independent Electricity Market Operator.

2.4 Tariffs and Charges

2.4.1 Service Connection

Charges for Service Connections are set out in Erie Thames approved rates, (Miscellaneous Rates and
Charges) and may be obtained by request from Erie Thames. Notice of Rate revisions may be
published in the local newspapers, on Erie Thames website and/or mailed out to all customers with the
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first billing issued at revised rates.

2.4.2 Energy Supply

Erie Thames shall provide Customers connected to the Distribution System with access to electricity
through Standard Supply Service as defined in the Retail Settlement Code published by the OEB or as
mandated though Legislation or Regulations issued by the Ministry of Energy.

Disputes arising from charges relating to Standard Supply Service shall be directed to Erie Thames.

Customers will be switched to their Retailer of choice only if the retailer has a Service Agreement with
Erie Thames. The Customer’s authorized Retailer through the Electronic Business Transaction system
(EBT) must make the Service Transfer Request (STR) in accordance with the rules established and
amended from time to time by the Ontario Energy Board.

Disputes arising from charges relating to Retailer Service shall be directed to the Retailer.

Erie Thames may, at its discretion, refuse to process a Service Transfer Request for a Customer to
switch to a Retailer if that Customer owes money to Erie Thames for Distribution Services and or
Standard Supply Service.

2.4.2.1 Wheeling of Power

Customers considering delivery of electricity through Erie Thames Distribution System shall contact
Erie Thames for technical requirements and current applicable Rates.

2.4.3 Deposits

Whenever required by Erie Thames, the Customer shall provide and maintain security in an amount
that Erie Thames has been mandated to collect, or deems necessary and reasonable. Erie Thames shall
require security amounts based on Erie Thames existing Security Deposit Policies. The current Security
Deposit policy is included as Appendix 3 — Policy 6.1 of these Conditions of Service.

Effective October 1, 2011, Erie Thames will waive the requirement to provide a security deposit
for Eligible Low-Income Customer provided the Customer contacts Erie Thames to request such
a waiver and their low-income eligibility is confirmed. Furthermore, where a social service agency
or a government agency advises Erie Thames that it is assessing a Customer for eligibility as an
Eligible Low-Income Customer, the due date for payment of the security deposit shall be extended
for 21 days pending the eligibility decision. Additionally, an Eligible Low-Income Customer may,
after October 1, 2011, request a refund of any security deposit previously paid to Erie Thames,
after application of the security deposit to any outstanding arrears on said customer’s account. The
criteria for waiving and/or returning a security deposit are defined in Appendix 3 — Policy 6.1 Security
Deposit of these Conditions of Service.

Where a customer proposes the development of premises that requires Erie Thames to place equipment
orders for special projects, the customer is required to sign the necessary Supply Agreements and
furnish a suitable deposit before such equipment is ordered by Erie Thames.
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2.4.4 Billing

Erie Thames may, at its option, render bills to its Customers on either a monthly, bi-monthly, quarterly
or annual basis. The option applicable to the customer shall be identified to the customer at the time of
application for service.

Prorating of Service and Demand charges will be performed at the discretion of Erie Thames.
2.4.4.1 Competitive Charges:
Are based on rates as determined by:
i.  the Hourly Ontario Spot Market Price (HOEP); or
ii.  the utilities Weighted Average Price (WAP) as determined by net system load; or
iii.  the customers retailer contract rate; or

iv.  the rates published by the OEB; or
v. Legislation or Regulations issued by the Ministry of Energy.

2.4.4.2 Non-competitive Charges:

Non-competitive charges are based on rates approved by the Ontario Energy Board and fall outside the
scope of this document. Approved rates as they relate to the transmission, distribution and other non-
competitive elements may be attained through the utilities rate documents. These documents will be
provided by the utility at the customer’s request.

2.4.4.3 Billable Engineering Units:
Customers will be billed on:
I. actual or estimated meter reading data; or
ii.  derived consumption data (Streetlights, sentinel lights and other scattered loads); or
iii.  aflat rate, depending on the type of load being billed.
2.4.4.4 Use of Estimates:
In months where a bill is issued, but no reading is obtained, Erie Thames estimates usage in order to

determine billing quantities. The estimate is based on historical usage for the premise, or a pre-
determined quantity if there is no historical usage information available.

2.4.5 Payments and Late Payment Charges

Bills are rendered for distribution services and electrical energy used by the Customer. Bills are
payable in full by the due date.

Bills are due when rendered by the utility. A customer may pay the bill without the application of a late
payment charge up to a due date, which shall be a minimum of sixteen calendar days from the date of
mailing or hand delivery of the bill. This due date shall be identified clearly on the customer’s bill.
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Where payment is made by mail, payment will be deemed to be made on the date post-marked. Where

payment is made at a financial institution acceptable to the utility, payment will be deemed to be made
when stamped/acknowledged by the financial institution or an equivalent transaction record is made.

A partial payment will be applied to any outstanding arrears before being applied to the current billing,
unless special considerations have been made by the utility.

Outstanding bills are subject to the collection process and may ultimately lead to the service being
discontinued or limited. Service will be restored once satisfactory payment has been made.
Discontinuance of service does not relieve the Customer of the liability for arrears.

Erie Thames shall not be liable for any damage on the Customers premises resulting from such
discontinuance of service. A reconnection charge may apply where the service has been disconnected
due to non-payment.

The Customer will be required to pay additional charges for the processing of non-sufficient fund
(N.S.F.) cheques.

2.4.6 Unauthorized Energy Use

Erie Thames shall use its discretion in taking action to mitigate unauthorized energy use. Upon
identification of possible unauthorized energy use, Erie Thames shall notify, if appropriate,
Measurement Canada, The Electrical Safety Authority, Police Officials, Retailers that service
customers affected by an authorized energy use, or other entities.

Erie Thames may recover from the parties responsible for the unauthorized energy use all costs
incurred by Erie Thames arising from unauthorized energy use, including an estimate of the energy
used, inspection and repair costs.

A service disconnected due to unauthorized use of energy shall not be reconnected until such time as
all arrears resulting from the unauthorized use has been resolved to the satisfaction of Erie Thames.

Prior to reconnection, Erie Thames shall require proper authorization from applicable authorities.

2.5 Customer Information

Erie Thames reserves the right to request specific information from the customer in order to facilitate
the normal operation of its business. Failure of a customer to supply such information may prevent the
normal continuation of service.

The Retail Settlement Code as amended from time to time specifies the rights of customers and their
retailers to access current and historical usage information and related data and the obligations of
distributors in providing access to such information.

Under these requirements, Erie Thames shall upon authorization by a customer make the following
information available to the Customer or the Retailer that provides electricity to a customer connected
to Erie Thames distribution system:
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Erie Thames account number for the customer,
Erie Thames meter number for the meter or meters located at the customer’s service address
The customer’s service address,
The date of the most recent meter reading,
The date of the previous meter reading,
Multiplied kilowatt-hours recorded at the time of the most recent meter reading,

Multiplied kilowatt-hours recorded at the time of the previous meter reading,

Multiplied kW for the billing period (if demand metered),

Multiplied kVA for the billing period (if available),

Usage (kWh's) for each hour during the billing period for interval-metered customers

An indicator of the read type (e.g., distributor read, consumer read, distributor estimate, etc.)
Average distribution loss factor for the billing period

This information will be provided to the Customer / Retailer upon request twice per year at no charge.
Erie Thames may request a fee to recover costs for additional requests. A request is considered to be
data delivered to a single address. Thus, a single request to send information to three locations is
considered three requests.

Erie Thames acknowledges that no confidential information regarding its’ customers shall be released
to a third party without the expressed prior written consent of the customer unless the request is
rightfully received from the third party requesting the information, or Erie Thames is legally required to
disclose such information under the terms and in accordance with the Freedom of Information and
Protection of Privacy Act, R.S.0. 1990, c. F.31.
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SECTION 3 CUSTOMER SPECIFIC

3.1 Residential

This section refers to the supply of electrical energy to Customers residing in residential dwelling units.

3.1.1 General

Energy is generally supplied as single phase, 3-wire, 60-Hertz, having a nominal voltage of 120/240
Volts.

There shall be only one Delivery Point to a dwelling.

In circumstances where two existing services are installed to a dwelling, and one service is to be
upgraded, the upgraded service will replace both of the existing services.

All new single-family homes will be required to install their primary and secondary service wires to the
specifications contained within Erie Thames technical specification document.

Whether the method of supply will be overhead or underground will be at the discretion of Erie Thames.
Erie Thames will adhere to any existing regulations subject to requirements of authorities.

Unless specifically documented otherwise to the Customer, where Erie Thames has taken ownership of
such plant all services installed by Erie Thames or by an approved contractor using approved materials,
will be maintained by Erie Thames.

3.1.2 Early Consultation

The Customer shall supply a completed Site Planning document and related information to Erie
Thames well in advance of installation commencement. (see appendix) The information shall be
supplied in a manner requested by Erie Thames at the time of the application.

3.1.3 Standard Connection Allowance

For the purposes of calculating customer connection fees, the Basic Connection for Residential
consumers is defined as 100 amp 120/240 volt overhead service.

The basic connection for each customer shall include;

I.  supply and installation of overhead distribution transformation capacity or an equivalent credit
for transformation equipment; and
ii.  up to 30 meters of overhead conductor or an equivalent credit for underground services.
In the case of an upgrade to an existing service, where the existing service is below the basic
connection, the credit up to the basic connection will apply.

Secondary services exceeding the basic 30 meter length may require specific design approved by Erie
Thames to ensure power quality.
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3.1.4 Variable Connection Fees

Any requirements above the defined basic connection shall be subject to a variable connection charge
to be calculated as the costs associated with the installation of connection assets above and beyond the
basic connection. Erie Thames may recover this amount from a customer through a connection charge
or equivalent payment.

3.1.5 Point of Demarcation
In all cases the final Demarcation Point will be the decision of Erie Thames.

The Customer must obtain a Demarcation Point Location from Erie Thames before proceeding with the
installation of any service. Failure to do so may result in the Demarcation Point having to be relocated
at the Customer’s expense.

Maintenance of the portion of the Secondary Service owned by Erie Thames includes repair and like-
for-like replacement of a wire or cable that has failed irreparably. The Customer is responsible for all
civil work, supports, vegetation and landscaping associated with any such repair or replacement of the
portion of Secondary Service owned by Erie Thames.

3.1.5.1 Secondary Service Connections
The Point of Demarcation for residential services up to 400 amps is at the line side of the Meter Base for
Underground services, and at the top of the stack for Overhead services, beyond which the customer bears

full responsibility for installation and maintenance.

The Point of Demarcation for residential services over 400 amps is at the secondary side of the
transformer.

For Secondary Services wholly owned and maintained by the Customer, the Demarcation Point is the
secondary connection at the transformer or the service bus.

The Customer shall install, own, and maintain the secondary conductor under any of the following
conditions:

(@) conductor terminations are inside the Customer’s building;
(b) conductor is installed beyond the service entrance;
(c) conductor is connected to a Primary Service; or
(d) conductor is a non-standard installation.
3.1.5.2 Primary Service Connections

For Primary Service, the Demarcation Point is the primary connection at Erie Thames’s Distribution
system.

3.1.6 Supply Voltage

(@ A Residential building is supplied at one service voltage per land parcel.
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(b) Depending upon the location of the building the supply voltage will be one of the following:
0 120/240 Volts 1 Phase 3 Wire
0 120/208 Volts 1 Phase 3 Wire
o 120/208 Volts 3 Phase 4 Wire
0 347/600 Volts 3 Phase 4 Wire

(c)  The Owner shall make provision to take delivery at one of the nominal utilization
voltages as specified by Erie Thames. The Owner shall obtain prior approval from Erie
Thames for the use of any specific voltage at any specific location.

3.1.7 Access

At Erie Thames discretion, service locations requiring access to adjacent properties (mutual drives,
narrow side setbacks, etc.) will require the completion of an easement in Erie Thames name, or a
“Letter of Permission “from the property owner(s) involved.

The Customer will provide unimpeded and safe access to Erie Thames at all times for the purpose of
installing, removing, maintaining, operating or changing metering and distribution equipment.

3.1.8 Metering

The owner will supply and install a meter socket complete with collar acceptable to Erie Thames.
Meter sockets will be directly accessible to Erie Thames and:

e Mounted 1.7 meters from the finished grade to the center of the meter and, either on the
exterior of the front of the building or, within 3 meters of the front of the building on the
driveway side.

¢ Installed ahead of (on the line side of) the main disconnect switch.

o Installed in a location, which is and will remain unobstructed by fences, hedges, expansions,
sunrooms, porch enclosures, and any other impediments.

o If the meter is not to be installed on the actual building, it is important to contact Erie Thames

for specific location instructions prior to installation.
For more details refer to section 2.3.7 in these Conditions of Service.
3.1.9 Overhead Service
The Owner will provide service equipment to both Erie Thames and ESA requirements, and be of

sufficient height to maintain proper minimum clearances. The Owner's main switch and the overhead
service conductors will be of compatible capacity.

3.1.10 Underground Service

Underground secondary services will be installed at the Owners’ expense, to Erie Thames’s specifications.
The Owner's main switch and the underground service conductors will be of compatible capacity.

3.1.11 Street Townhouses and Condominiums:

NOTE: Street Townhouses and Condominiums requiring centralized bulk metering will be covered
under section 3.2 of these Conditions of Service. Also 3.1.11.2
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3.1.11.1 Service Information:

The Owner will enter into a Servicing Agreement with Erie Thames, governing the terms and conditions
under which the electrical distribution system and services will be designed and installed.

The Owner will provide all of the civil works to accommodate Erie Thames and will pay the complete cost
of the electrical distribution system, design and services.

The distribution system and services shall be underground unless otherwise approved.

One service will be provided for each unit.

The nominal service voltage will be 120/240 volts, 1 phase, 3 wire.

Erie Thames will approve the location of duct banks, service routings and meter bases.
Distribution plant shall not be installed until grade is at +/- 150 mm of final grade unless
otherwise approved by Erie Thames.

o Street lighting will be to Municipal standards and installed at the Owner’s expense.

3.1.11.2 Metering:
The Owner will supply and install meter sockets specified by Erie Thames.

Multiple or grouped meter bases will be accepted only when prior approval has been given by Erie
Thames both as to type and proposed location. A completed meter verification form shall be provided to
Erie Thames prior to energization.

Meter sockets will be located on the exterior front wall of the units and will be directly accessible to Erie
Thames.

Mounted on the front wall 1.7 metres above finished grade to the centre of the meter
Installed ahead of (on the line side of) the main disconnect switch
Installed in a location, which is and will remain unobstructed by fences, hedges, expansions,
sunrooms, porch enclosures, and any other impediments.

e If the meter is not to be installed on the actual building, it is important to contact Erie Thames
for specific location instructions prior to installation.

Normally the service will not be energized until the outside finish in the area of the revenue meter has
been completed. If exceptions are made to this, then the general contractor will be responsible for
ensuring that the meter is suitably protected while work is being done on the exterior wall adjacent to
the meter. The general contractor will be entirely responsible for all costs for materials and labour for
repairing or replacing a damaged meter.

3.1.12 Seasonal and Remote Dwellings:

Due to the varied nature of Seasonal and Remote Dwellings some special arrangements may be required to
service these locations. Arrangements will be made in such a manner to provide services such as
restoring power, maintenance of equipment or new construction requests to water access or remote
customers, without endangering personnel or the public.

3.1.12.1 (Service Information
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The Owner will enter into a Servicing Agreement with Erie Thames, governing the terms and
conditions under which the electrical distribution system services will be provided.

In the event of a power interruption, Erie Thames will respond to and take reasonable steps to restore
power. Erie Thames reserves the right to recover costs from the customer for making false claims of
interruptions.
3.1.12.2 Access:
e Night crossings
Erie Thames transportation equipment will not be used to cross any water % hour before
sunset and %2 hour after sunrise due to safety concerns. It will be at the discretion of Erie
Thames whether they will board customer owned transportation equipment in these
circumstances.

e |ce conditions

Recognizing seasonal ice hazards, Erie Thames reserves the right to suspend water passage
during freeze up and spring thaw, as well as any such time deemed unsafe by Erie Thames.

e Severe weather conditions
Recognizing that severe weather conditions may pose undue safety hazards, Erie Thames

reserves the right to postpone attempts to restore power until restoration can be performed in
a safe manner.

3.1.13 Inspection

Prior to connection of the service the Local Distribution Company requires notification from the
Electrical Safety Authority that the electrical installation has been inspected and approved for
connection.

Provision for metering shall be inspected and approved by Erie Thames prior to connection.

Erie Thames or Distributor-approved Contractor generally installs all services. All work done shall be
as per the specifications of Erie Thames and subject to inspection by Erie Thames.

(Refer to section 2.1.4 for further inspection details)

3.2 General Service (Below 50 kW)

3.2.1 General

This section refers to the supply of electrical energy to General Service Buildings requiring a
connection with a connected load less than 50 kW, and, Town Houses and Condominiums described in
section 3.1.8 that require centralized bulk metering.
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General Service buildings are defined as buildings that are used for purposes other than single-family
dwellings.

3.2.2 Early Consultation

Detailed regulations cannot be stated which would be applicable to all cases, therefore the Owner will
consult with Erie Thames in the early planning stages to ascertain Erie Thames requirements.

The Owner shall supply a completed Electrical Service Connection Form to Erie Thames well in
advance of installation commencement to allow Erie Thames time for proper planning, ordering of
equipment etc.

3.2.3 Standard Connection Allowance

All costs attributed to the connection of a new General Service customer (Below 50 kW) shall be
recovered through a variable connection Fee.

3.2.4 Variable Connection Fees

All costs associated with the installation of connection assets shall be subject to a variable connection
charge. Erie Thames may recover this amount from a customer through a connection charge or
equivalent payment.

3.2.5 Point of Demarcation
In all cases the final Demarcation Point will be the decision of Erie Thames.

The Customer must obtain a Demarcation Point Location from Erie Thames before proceeding with
the installation of any service. Failure to do so may result in the Demarcation Point having to be
relocated at the Customer’s expense.

Maintenance of the portion of the Secondary Service owned by Erie Thames includes repair and like
for-like replacement of a wire or cable that has failed irreparably. The Customer is responsible for all
civil work, supports, vegetation and landscaping associated with any such repair or replacement of the
portion of Secondary Service owned by Erie Thames.

Erie Thames shall perform the maintenance or replacement of all underground looped cables that form
part of the Distribution plant circuits. Following maintenance, surface restoration by Erie Thames will
include only soil, sod, gravel or asphalt.

Where damage can be shown to be the Owner’s liability, maintenance and repair are at the Owners’
expense

3.2.5.1 Secondary Service Demarcations
A General Service Customer Demarcation Point is at the secondary side of the transformer, or as
otherwise set by Erie Thames, beyond which the customer bears full responsibility for installation and

maintenance.

In some instances, where it is in the best interest of the operation of the distribution system, Erie
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Thames may establish the Demarcation Point at the top of stack for overhead services or at the meter
base for underground services.

The Demarcation Point might be located on an adjacent property. In such cases, a registered easement
must exist.

3.2.5.2 Primary Service Demarcations

For Primary Service, the Demarcation Point is the primary connection at Erie Thames’s Distribution
system.

3.2.6 Supply Voltage
(@ A General Service building is supplied at one service voltage per land parcel.
(b) Depending upon the location of the building the supply voltage will be one of the following:

0 120/240 Volts 1 Phase 3 Wire

o 120/208 Volts 1 Phase 3 Wire

o0 120/208 Volts 3 Phase 4 Wire

0 347/600 Volts 3 Phase 4 Wire

() The Owner shall make provision to take delivery at one of the nominal utilization
voltages as specified by Erie Thames. The Owner shall obtain prior approval from Erie
Thames for the use of any specific voltage at any specific location.

3.2.7 Access

At Erie Thames discretion, service locations requiring access to adjacent properties (mutual drives,
narrow side setbacks, etc.) will require the completion of an easement in Erie Thames name, or a
“Letter of Permission “from the property owner(s) involved.

The Customer will provide unimpeded and safe access to Erie Thames at all times for the purpose of
installing, removing, maintaining, operating or changing metering and distribution equipment.

3.2.8 Metering

The owner will supply and install a meter socket complete with collar acceptable to Erie Thames.
Meter sockets will be directly accessible to Erie Thames and unless otherwise specified during the
early consultation process:

e Mounted 1.7 meters from the finished grade to the center of the meter and, either on the
exterior of the front of the building or, within 3 meters of the front of the building on the

driveway side.
¢ Installed ahead of (on the line side of) the main disconnect switch.
e Installed in a location, which is and will remain unobstructed by fences, hedges, expansions,

sunrooms, porch enclosures, and any other impediments.
e If the meter is not to be installed on the actual building, it is important to contact Erie Thames

for specific location instructions prior to installation.

For more details refer to section 2.3.7 in these Conditions of Service.
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3.2.9 (Overhead Service

In circumstances where Commercial buildings cannot reasonably be supplied electrical energy by an
underground service, Erie Thames shall use its’sole discretion based on acceptable industry practices in
establishing the specific requirements for the service installation.

3.2.10 Underground Service:

Under normal circumstances, Commercial buildings are supplied electrical energy by an underground
service through a single point of entry for each land parcel, at a location specified by Erie Thames.

3.2.11 Supply of Equipment
Erie Thames supplies, installs and maintains subject to the variable connection fee:

e Primary switchgear.
e Primary transformation equipment.
e Meter and secondary metering transformers.

The Owner shall supply, install and maintain any additional equipment required for the connection
beyond the point of Demarcation.

3.2.12 Inspection

Prior to connection of the service the Local Distribution Company requires notification from the
Electrical Safety Authority that the electrical installation has been inspected and approved for
connection.

Provision for metering shall be inspected and approved by Erie Thames prior to connection.

Erie Thames or Distributor-approved Contractor generally installs all services. All work done shall be
as per the specifications of Erie Thames and subject to inspection by Erie Thames.

(Refer to section 2.1.4 for further inspection details)

3.3 General Service (Above 50 kW)

3.3.1 General

This section refers to the supply of electrical energy to General Service Customers requiring a
connection with a connected load greater than 50 kW.

3.3.2 Early Consultation

Detailed regulations cannot be stated which would be applicable to all cases, therefore the Owner will
consult with Erie Thames in the early planning stages to ascertain Erie Thames requirements.

The Owner shall supply a completed Electrical Service Connection Form to Erie Thames well in
advance of installation commencement to allow Erie Thames time for proper planning, ordering of
equipment etc.
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3.3.3 Standard Connection Allowance

All costs attributed to the connection of a new General Service customer (Above 50 kW) shall be
recovered through a variable connection Fee.

3.3.4 Variable Connection Fees

All costs associated with the installation of connection assets shall be subject to a variable connection
charge. Erie Thames may recover this amount from a customer through a connection charge or
equivalent payment.

3.3.5 Point of Demarcation
In all cases the final Demarcation Point will be the decision of Erie Thames.

The Customer must obtain a Demarcation Point Location from Erie Thames before proceeding with the
installation of any service. Failure to do so may result in the Demarcation Point having to be relocated
at the Customer’s expense.

Maintenance of the portion of the Secondary Service owned by Erie Thames includes repair and like
for-like replacement of a wire or cable that has failed irreparably. The Customer is responsible for all
civil work, supports, vegetation and landscaping associated with any such repair or replacement of the
portion of Secondary Service owned by Erie Thames.

Erie Thames shall perform the maintenance or replacement of all underground looped cables that form
part of the Distribution plant circuits. Following maintenance, surface restoration by Erie Thames will
include only soil, sod, gravel or asphalt.

Where damage can be shown to be the Owner’s liability, maintenance and repair are at the Owners’
expense

3.3.5.1 Secondary Service Connections

A General Service Customer Demarcation Point for customers above 50 kW is at the secondary side of
the transformer, or as otherwise set by Erie Thames, beyond which the customer bears full
responsibility for installation and maintenance.

In some instances, where it is in the best interest of the operation of the distribution system, Erie
Thames may establish the Delivery point at the top of stack for overhead services or at the meter base
for underground services.

The location of the service entrance, routing of duct banks and all other works will be established through
consultation with Erie Thames. Failure to comply may result in relocation of the service plant at the
Owner's expense.

The Demarcation Point might be located on an adjacent property. In such cases, a registered easement
must exist.

3.3.5.2 Primary Service Connections
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For Primary Service, the Demarcation Point is the primary connection at Erie Thames’s Distribution
system.

In some circumstances the owner may be required to construct a private pole line. Primary conductors will
be terminated complete with cut-out(s) at the Demarcation Point by Erie Thames at the owners’ expense.

Where a private pole line is to be constructed by the Owner with an approved contractor, this shall be
constructed to the ESA and Erie Thames requirements.

An electrical requirement in excess of 300 KVA may require a customer owned substation.

In some instances primary metering may be required.

3.3.6 Supply Voltage

A General Service building is supplied at one service voltage per land parcel.
Depending upon the location of the building the supply voltage will be one of the following:

e 120/240 Volts 1 Phase 3 Wire
e 120/208 Volts 3 Phase 4 Wire
e 347/600 Volts 3 Phase 4 Wire

Depending upon the location of the building Primary supplies to transformers and Customer owned Sub-
Stations will be one of the following as determined by Erie Thames:

2,400/4,160 volts 3 phase 4 wire
4,800/8,320 volts 3 phase 4 wire
7,200/12,400 volts 3 phase 4 wire
8,000/13,800 volts 3 phase 4 wire
16,000/27,600 volts 3 phase 4 wire
44,000 Volts - 3 Phase 3 Wire

The Owner shall make provision to take delivery at one of the nominal utilization voltages as specified
by Erie Thames. The Owner shall obtain prior approval from Erie Thames for the use of any specific
voltage at any specific location.

3.3.7 Access

At Erie Thames discretion, service locations requiring access to adjacent properties (mutual drives,
narrow side setbacks, etc.) will require the completion of an easement in Erie Thames name, or a
“Letter of Permission “from the property owner(s) involved.

The Customer will provide unimpeded and safe access to Erie Thames at all times for the purpose of
installing, removing, maintaining, operating or changing metering and distribution equipment.

3.3.8 Metering

Meter installations will be directly accessible to Erie Thames. The owner will consult with Erie Thames
well in advance of installation commencement to allow Erie Thames time for proper planning and
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ordering of equipment.

For more details refer to section 2.3.7 in these Conditions of Service.
3.3.9 Overhead Service

In circumstances where Commercial buildings cannot reasonably be supplied electrical energy by an
underground service, Erie Thames shall use its’sole discretion based on acceptable industry practices in
establishing the specific requirements for the service installation.

3.3.10 Underground Service

Under normal circumstances, Commercial buildings are supplied electrical energy by an underground
service through a single point of entry for each land parcel, at a location specified by Erie Thames.

3.3.11 Sub-transmission Service
The Owner will pay for the full cost of sub-transmission services and may in some circumstances be

required to construct a private pole line. Erie Thames will terminate sub-transmission conductors complete
with live line loops and hardware at the Demarcation Point.

3.3.12 Supply of Equipment

Erie Thames supplies, installs and maintains subject to the variable connection fee:

e Primary switchgear.
e Primary transformation equipment.
e Meter and secondary metering transformers.

The Owner shall supply, install and maintain any additional equipment required for the connection
beyond the point of Demarcation.

3.3.13 Short Circuit Capacity

The Owner shall ensure that the service entrance equipment has an adequate short-circuit interrupting
capability.

3.3.14 Inspection

Prior to connection of the service the Local Distribution Company requires notification from the
Electrical Safety Authority that the electrical installation has been inspected and approved for
connection.

Provision for metering shall be inspected and approved by Erie Thames prior to connection.

Erie Thames or Distributor-approved Contractor generally installs all services. All work done shall be
as per the specifications of Erie Thames and subject to inspection by Erie Thames.

(Refer to section 2.1.4 for further inspection details)
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3.4 General Service (Above 500 kW)

3.4.1 General

This section refers to the supply of electrical energy to General Service Services requiring a connection
at a connected load greater than 500 kW.

3.4.2 Early Consultation

Detailed regulations cannot be stated which would be applicable to all cases, therefore the Owner will
consult with Erie Thames in the early planning stages to ascertain Erie Thames requirements.

The Customer shall supply a completed Electrical Service Connection Form to Erie Thames well in
advance of installation commencement to allow Erie Thames time for proper planning, ordering of
equipment etc.

Erie Thames will:

Advise the customer of the suitability of the in-service date
Arrange with the customer for a Service Contract

e Review the submitted drawings; return one set to the customer with comments and/or
approval. If requested by Erie Thames, the customer shall resubmit the drawings where the
comments are extensive and require major changes

o Specify the required main fuse link or relay setting for co-ordination with the system. In case
of multiple transformer stations, a complete co-ordination study shall be submitted by the
customer for approval.

e Make the final connection to the source of supply
Determine metering requirements
Advise the Transmitter of the particulars of the customer owned substation

3.4.3 Standard Connection Allowance

All costs attributed to the connection of a new General Service customer (Above 500 kW) shall be
recovered through a variable connection Fee.

3.4.4 Variable Connection Fees
All costs associated with the installation of connection assets shall be subject to a variable connection

charge. Erie Thames may recover this amount from a customer through a connection charge or
equivalent payment.

3.4.5 Point of Demarcation
In all cases the final Demarcation Point will be the decision of Erie Thames.
The Customer must obtain a Demarcation Point Location from Erie Thames before proceeding with the

installation of any service. Failure to do so may result in the Demarcation Point having to be relocated
at the Customer’s expense.
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(Maintenance of the portion of the Primary Service owned by Erie Thames includes repair and like for-

like replacement of a wire or cable that has failed irreparably. The Customer is responsible for all civil

work, supports, vegetation and landscaping associated with any such repair or replacement of the
portion of Secondary Service owned by Erie Thames.

Erie Thames shall perform the maintenance or replacement of all underground looped cables that form
part of the Distribution plant circuits. Following maintenance, surface restoration by Erie Thames will
include only soil, sod, gravel or asphalt.

Where damage can be shown to be the Owner’s liability, maintenance and repair are at the Owners’
expense

Erie Thames reserves the right to direct the operations of any customer owned switchgear connected to the
distribution system including those located beyond the point of demarcation.

3.45.1 Service Installation

In General, the Demarcation Point for a General Service Customer with a demand of over 500 kW is on
the primary side of the transformer at the first available distributor owned point of isolation, or as
otherwise set by Erie Thames. This delivery point might be located on an adjacent property from which
Erie Thames has an authorized easement. In all cases the final Demarcation Point will be the decision
of Erie Thames.

The location of the service entrance, routing of duct banks, metering facilities, and all other works will be
established through consultation with Erie Thames. Failure to comply may result in relocation of the
service plant at the Owner's expense.

Erie Thames will install overhead supply lines and required cut-outs to the first point of support on private
property. The location of this support must be approved by Erie Thames and shall be within 30 metres of
Erie Thames existing overhead plant. All costs for materials and labour shall be at the customers’
expense.

The service pole or first point of support on private property shall be considered self-supported and shall
be complete with suitable hardware for attaching the suspension insulators. The Customer shall be
responsible for all costs associated with equipment, installation, and inspection.

Where the customer wishes an underground supply, the customer shall supply and install the underground
cables and termination pole complete with primary switch, fuses and lightning arresters. The installation
shall be subject to ESA inspection and specific approval of Erie Thames. The customer owned
termination pole must comply with items as prescribed by Erie Thames.

At Erie Thames discretion, the customers’ underground service may be connected to a termination pole
owned by Erie Thames. In such cases, Erie Thames shall supply and install at the customers expense, any
required primary switch, fuses, and lightning arrestors.

When requested, the customer shall make provision in the substation switchgear or transformer, for loop
feeding Erie Thames supply cables via load interrupter switches.

In some instances, primary metering may be required.
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3.4.6 Supply Voltage

A General Service building is supplied at one service voltage per land parcel.
General Service connections above 500 kW may require a customer owned substation.

Depending upon the location of the building, primary supplies to transformers and Customer owned Sub-
Stations will be one of the following as determined by Erie Thames:

2,400/4,160 volts 3 phase 4 wire
4,800/8,320 volts 3 phase 4 wire
7,200/12,400 volts 3 phase 4 wire
8,000/13,800 volts 3 phase 4 wire
16,000/27,600 volts 3 phase 4 wire
44,000 Volts - 3 Phase 3 Wire

The Owner shall make provision to take delivery at one of the nominal utilization voltages as specified
by Erie Thames. The Owner shall obtain prior approval from Erie Thames for the use of any specific
voltage at any specific location.

3.4.7 Access

At Erie Thames discretion, service locations requiring access to adjacent properties (mutual drives,
narrow side setbacks, etc.) will require the completion of an easement in Erie Thames name, or a
“Letter of Permission “from the property owner(s) involved.

The Customer will provide unimpeded and safe access to Erie Thames at all times for the purpose of
installing, removing, maintaining, operating or changing metering and distribution equipment.

Where the high voltage interrupting switches are located inside a building, a direct outside entrance to the
switchgear room must be provided.

The outside door providing direct access to the transformer or switchgear room must be compliant with all
applicable codes and requirements, and of a quality to be approved by Erie Thames.

3.4.8 Metering

The owner will supply and install provisions for metering following the details outlined both in these
Conditions of Service, and technical documents provided to the customer during the consultation
process.

For more details refer to section 2.3.7 in these Conditions of Service.

3.4.9 Sub-transmission Service

The Owner will pay for the full cost of sub-transmission services and may in some circumstances be
required to construct a private pole line.

Erie Thames will terminate sub-transmission conductors complete with live line loops and hardware at the
Demarcation Point.
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3.4.10 Short Circuit Capacity

The Owner shall ensure that the service entrance equipment has an adequate short-circuit interrupting
capability.

3.4.11 Drawings

Apart from the regular drawings submission to the ESA, the customer shall provide two sets of the
following drawings and details to Erie Thames.

Survey Plan: prepared by an Ontario Land Surveyor, showing the property limits, registered plan and
existing buildings or easements if any.

Site Plan: showing the location of the station relative to buildings, structures and set backs from adjacent
property lines. The site plan shall also include the exact location of existing Distributor owned plant and
the proposed route of the incoming supply.

Schematic or Single-Line Diagram: indicating the major components of the station and their electrical
ratings. Where additions or alterations are being made, these shall be clearly distinguished from unchanged
portions of the installation.

Electrical Details: sufficient details shall be provided in order to enable fast processing and approval of
the station drawings. The following represents the minimum data required.

e Plan, elevation and profile views of the station structure, switchgear, transformer(s),
termination poles, duct banks, etc.

e Dimensions to clearly indicate the electrical, physical and working clearances as well as
relative location of all equipment.

e Pole or structure for dead-ending Erie Thames lines shall be complete with suitable hardware
for attaching the suspension insulators that will be supplied and installed by Erie Thames.

e Fencing arrangement.

e Grounding details. (In the case of indoor metal enclosed switchgear, when Erie Thames has
operating control of any interrupter switches, the assembly shall further incorporate ground
rod parking stands and stirrups per Erie Thames Specifications.)

e Details of vault construction (if indoor substation).

e Manufacturer's drawings of metal-enclosed switchgear showing internal arrangement of
equipment, clearances, means of access, interlocking and provision for personal safety. Where
Erie Thames cables terminate in the switchgear, the customer shall provide suitable terminators
for the size and type of cable as specified by Erie Thames.

e When the customer's switchgear is used for loop feeding Erie Thames supply cables, provision
for padlocking the in and out load interrupter switches and the associated bay doors shall be
required.
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e Indoor and outdoor switchgear assemblies shall contain a space heater and protective guard in

each bay, along with thermostat(s), sized to promote air circulation and to prevent
condensation from forming.

e At the discretion of Erie Thames, the customer shall make provisions for a future system
neutral connection to the customer's dead-ending pole or structures installed by Erie Thames.

Where Erie Thames neutral terminates in the customer's switchgear, the customer shall provide
a suitable connector on the ground bus for the size and type of cable specified by Erie Thames.

3.4.12 Pre-Service Inspection

The customer shall present to Erie Thames a final "Pre-service Inspection Report” a minimum of 3
working days before connection can be affected.

The "Pre-Service Inspection Report” shall outline and document the results of all tests and inspection
carried out on the substation components. The information contained in the report must be to the
satisfaction of Erie Thames before connection can be authorized.

The "Pre-Service Inspection Report™ shall be required in case of:

e New Substation: in which case all components of the substation shall be reported upon.

e Modified substation: in which case all components of the substation shall be reported upon.
Prior to connection of the service the Local Distribution Company requires notification from the
Electrical Safety Authority that the electrical installation has been inspected and approved for
connection.

Provision for metering shall be inspected and approved by Erie Thames prior to connection.

Erie Thames or Distributor-approved Contractor generally installs all services. All work done shall be
as per the specifications of Erie Thames and subject to inspection by Erie Thames.

(Refer to section 2.1.4 for further inspection details)

3.5 Embedded Generation

3.5.1 General

An Embedded Generator shall provide Erie Thames with proof of compliance of IESO or OEB
registration Requirements, and appropriate Licences.

Erie Thames shall collect costs reasonably incurred with making an offer to connect a generator from
the entity requesting the connection. Costs reasonably incurred include costs associated with:

e Preliminary review for connection requirements.

e Detailed study to determine connection requirements.
e Final proposal to the generator.

A Generator that is or wishes to become connected to Erie Thames distribution system shall enter into a
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Connection Agreement with Erie Thames.

If damage or increased operating costs result from a connection with a Generator, the Generator shall
reimburse Erie Thames for these costs.

The Embedded Generator is responsible for providing suitable embedded generator equipment to
protect his plant and equipment for any conditions on Erie Thames and interconnected transmission
systems such as reclosing, faults and voltage unbalance.

To incorporate the connection of embedded generator to the distribution system, the line/feeder
protection including settings and breaker reclosing circuits must be reviewed and modified if necessary
by Erie Thames or transmission authority. This process may be complex and may require significant
time.

The embedded generator must submit a proposed single line diagram and protection scheme for review
to Erie Thames contact as identified by Erie Thames.

Based on the transformer connection proposed by the embedded generator additional significant
protection cost may be incurred (e.g. delta HV transformer winding may require 3 phase HV breaker /
reclosure device). The embedded generator shall not order the protection equipment and transformer
until the station line diagram is reviewed and accepted by Erie Thames.

The purpose of Erie Thames review is to establish that the embedded generator electrical interface
design meets Erie Thames requirements.

The protection schemes shall incorporate adequate facilities for testing/maintenance.

Negative phase sequence protection shall be installed where required, to detect abnormal system
condition as well as to protect the generator.

The embedded generator may be required to install utility grade relays for those protections that could
affect Erie Thames or transmission authority system.

The embedded generator may be required to submit a Ground Potential Rise study for review by Erie
Thames, if telecommunications circuits are specified for remote transfer trip protection.

3.5.2 Protection

The embedded generator should provide protection systems to cover the following conditions:
3.5.2.1 Internal Faults

The Generator should provide adequate protections to detect and isolate generator and station faults.
3.5.2.2 External Faults

The protection system should be designed to provide full feeder coverage complete with a reliable DC
supply. In some cases redundancy in protection schemes may be required.

Normally the following fault detection devices are required for synchronous generator(s) installation(s).
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3.5.2.3 Ground Faults

When the HV winding of the Generator station transformer is wye connected with the neutral solidly
grounded, then ground over-current protection in the neutral is required to detect ground faults.

If the Embedded generator station transformer HV winding connected to Erie Thames system is
ungrounded wye or delta, then ground under-voltage and ground over-voltage protections shall be
required to detect ground faults.

Depending on the size, type of generator and point of connection, a distributor may require the relaying
system to be duplicated, complete with separate auxiliary trip relays and separately fused DC supplies
to ensure reliable protection operation and successful isolation of the embedded generator.

3.5.2.4 Phase Faults

To detect phase faults, at least one of the following protections should be installed with acceptable
redundancy where required depending on fault values:

Distance

Phase directional over-current
Voltage-restrained over-current
Over-current

Under-voltage

3.5.2.5 Islanding/Abnormal Conditions

Voltage and frequency protections are required to separate the embedded generator from the
distribution system for an islanded condition and thus maintain the quality of supply to distribution
system customers. This also will enable speedy restoration of the distribution system.

Typically, the protections required to detect islanding/abnormal conditions are:

Over-voltage
Under-voltage
Over-frequency
Under-frequency
Voltage-balance

The above protections should be timed to allow them to ride through minor disturbances.

3.5.3 Induction Generator

Due to the operating characteristics of the induction generator the protection package required is
normally less complex than the synchronous generator. An embedded generator should design the
protection scheme to trip for the same conditions as stated for synchronous generators. An induction
generator is an asynchronous machine that requires an external source such as a healthy distribution
system to produce normal 60 Hz power. Alternatively, if there is an outage in the distribution system
then there is unlikely to be 60 Hz output from the induction generator. In certain instances, an induction
generator may continue to generate electric power after the source is removed. This phenomenon,
known as self-excitation, can occur whenever there is sufficient capacitance in parallel with the
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induction generator to provide the necessary excitation and when the connected load has certain
resistive characteristics.

3.5.4 DC Remote Tripping / Transfer Tripping

Remote or transfer tripping may be required between the Generator and the feeder circuit breaker if the
Generator is connected at a critical location in the distribution system. This feature will provide for
isolation of the embedded generator when certain faults or system disturbances are detected at the
feeder circuit breaker location.

Additional Protection Features, such as Remote Trip and Generator end open signal, may be required in
some applications.

3.5.5 Maintenance

An Embedded Generator shall have a regular scheduled maintenance plan to assure Erie Thames that
all connection devices and protection & control systems are maintained in good working order. These
provisions shall be included in the Connection Agreement. A complete copy of the inspection report
shall be delivered to Erie Thames within 30 days.

In developing a maintenance plan, the Generator should consider the following requirements:
e Qualified personnel should carry out all inspections and repairs.

e Periodic tests should be performed on protection systems to verify that the system operates as
designed. Testing intervals for protection systems should not exceed four (4) years for
microprocessor-based systems and two (2) years for electro-mechanical based systems.

e Isolating devices at the point of connection should be operated at least once per year.

e The Generator facility should be inspected visually at least once per year to note obvious
maintenance problems such as broken insulators or other damaged equipment.

e Any deficiencies identified during inspections shall be noted and repairs scheduled as soon as
possible, with timing dependent on the severity of the problem, due diligence concerns (of both
Erie Thames and the Generator) and financial and material requirements. Erie Thames shall be
notified of any deficiencies involving critical protective equipment.

e Erie Thames shall be provided with copies of all relevant inspection and repair reports that may
affect the protection and performance of Erie Thames systems. Erie Thames has the right to
witness any relevant test being performed by the generator.

3.6 Embedded Market Participant

An Embedded Market Participant shall provide Erie Thames with proof of compliance of IESO
registration Requirements, and appropriate Licences.

Where the Conditions of Service of this Distributor exceed the technical requirements of any other
licence or participant obligations, these Conditions of Service shall take precedence.
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The Embedded Market Participant must meet at a minimum, the standards as set out in these
Conditions of Service in order to connect to Erie Thames distribution facilities.

3.7 Embedded Distributor

An Embedded Distributor shall provide Erie Thames with proof of compliance of IESO and OEB
registration Requirements, and appropriate Licences.

Where the Conditions of Service of this Distributor exceed the technical requirements of any other
licence or participant obligations, these Conditions of Service shall take precedence.

The Embedded Distributor must meet at a minimum, the standards as set out in these Conditions of
Service in order to connect to Erie Thames distribution facilities.

3.8 Miscellaneous Small Services

This section pertains to the supply of electrical energy for Street Lighting, Traffic Signals, Bus Shelters,
Telephone Booths, Cable T.V. Amplifiers, Decorative Street Lighting, Bill Boards, and other similar small
loads.

3.8.1 General

At the discretion of Erie Thames, the service voltage will be:
120/240 volts, single phase three wire or

120 volts, single phase two wire or

347/600V three phase, four wire

The method and location of the supply will vary based on the conditions present on Erie Thames plant, and
will be established for each application through consultation with Erie Thames.

Where specified by Erie Thames during the Early Consultation process, the Customer will provide
underground ducts to Erie Thames specifications.

The Owner shall be responsible for all costs associated with the supply and installation of service
conductors

Erie Thames at the Owners’ expense will install required transformation.

Where at the discretion of Erie Thames, a meter is not installed, energy consumption will based on the
connected wattage and the calculated hours of use.

Prior to energization of a service Erie Thames will require notification from the ESA that the installation
has been inspected and approved for connection.

3.8.2 Early Consultation

The Owner shall supply a completed Electrical Service Connection Form to Erie Thames well in advance
of installation commencement to allow Erie Thames time for proper planning, ordering of equipment etc.
Information required includes:



Exhibit: 1
Tab: 1
Schedule: 15
Page: 49
Required in-service date
Requested Service Entrance Capacity and voltage rating of the service entrance equipment
Locations of other services, gas, telephone, water and cable TV
Survey plan and site plan indicating the proposed location of the service equipment with respect
to public rights-of way and lot lines.

3.8.3 Street Lighting
Town street-lighting that is designed, installed, and maintained by Erie Thames shall be fully funded by

the Municipality to ensure adherence to the Affiliate Relationship Code and Erie Thames Distribution
Licence.

3.8.4 Traffic Signals

Traffic Signals and Crosswalk Lights are owned and maintained by the applicable road authority.
3.8.5 Bus Shelters

Bus Shelter Lighting is owned and maintained by the Customer.

3.8.6 Decorative Street Lighting

Such installations could be lighting for festive occasions or "neighbourhood character” street-scaping and
will be maintained by the Customer.
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SECTION 4 GLOSSARY OF TERMS

‘Conditions of Service” means the document developed by Erie Thames in accordance with
subsection 2.3 of the Distribution System Code, that describes the operating practices and connection
rules for Erie Thames;

“Condominiums” are located on common land, which is the property of a condominium corporation or is
owned by the Owner of all of the units (rental property). These units usually front onto internal roads that
are also privately owned;

“Condominium Development” is a structure or complex of structures each containing more than two
residential units. A single residential customer would occupy each unit and have direct outside access at
ground level,

“Connection” means the process of installing and activating connection assets in order to distribute
electricity;

‘Connection Agreement” means an agreement entered into between a distributor and a person
connected to its distribution system that delineates the conditions of the connection and delivery of
electricity to or from that connection;

“Connection assets” means that portion of the distribution system used to connect a customer to the
existing main distribution system, and consists of the assets between the point of connection on a
distributors” main distribution system and the ownership Demarcation Point with that customer;

“Consumer” means a person who uses, for the person’s own consumption, electricity that the person
did not generate;

“Customer” means a person that has contracted for or intends to contract for connection of a building
or an embedded generation facility. This includes developers of residential or commercial sub-
divisions;

“Demand meter” means a meter that measures a consumers’ peak usage during a specified period of
time;

“Demarcation Point” means the point at which the obligation of Erie Thames ends and those of the
Customer begin for the purposes of maintenance and repair of the distribution service;

“Disconnection” means a deactivation of connection assets, which results in cessation of distribution
services to a consumer;

“Distribute”, with respect to electricity, means to convey electricity at voltages of 50 kilovolts or less;

“Distribution losses” means energy losses that result from the interaction of intrinsic characteristics of
the distribution network such as electrical resistance with network voltages and current flows;

“Distribution loss factor” means a factor(s) by which metered loads must be multiplied such that
when summed equal the total measured load at the supply point(s) to the distribution system.;

“Distribution services” means services related to the distribution of electricity and the services the
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Board has required distributors to carry out.

“Distribution system / plant” means a system for distributing electricity, and includes any structures,
equipment or other things used for that purpose. A distribution system is comprised of the main system
capable of distributing electricity to many customers and the connection assets used to connect a
customer to the main distribution system;

“Distribution System Code,” means the code, approved by the Board, and in effect at the relevant
time, which, among other things, establishes the obligations of a distributor with respect to the services
and terms of service to be offered to customers and retailers and provides minimum technical operating
standards of distribution systems;

“Distributor” means a person who owns or operates a distribution system;
“Electricity Act” means the Electricity Act, 1998, S.0. 1998, c.15, Schedule A;
“Energy Competition Act” means the Energy Competition Act, 1998, S.0. 1998, c. 15;

“Electrical Safety Authority” or “ESA” means the person or body designated under the Electricity
Act regulations as the Electrical Safety Authority;

“Embedded Distributor” means a distributor who is not a wholesale market participant and that is
provided electricity by a host distributor;

‘Embedded Generation Facility” means a generator whose generation facility is not directly
connected to the IESO-controlled grid but instead is connected to a distribution system;

‘Embedded Load Displacement Generation Facility” means an embedded generation facility
connected to the customer side of the revenue meter where the generation facility does not inject
electricity into the distribution system for the purpose of sale;

“Embedded Market Participant” means a consumer who is a wholesale market participant whose
facility is not directly connected to the IESO-controlled grid but is connected to a distribution system;

“Emergency” means any abnormal system condition that requires remedial action to prevent or limit
loss of a distribution system or supply of electricity, or that could adversely affect the reliability of the
electricity system;

“Emergency backup generation facility” means a generation facility that has a transfer switch that
isolates it from a distribution system;

“Enhancement” means a modification to an existing distribution system that is made for purposes of
improving system operating characteristics such as reliability or power quality or for relieving system
capacity constraints resulting, for example, from general load growth;

‘Expansion” means an addition to a distribution system in response to a request for additional
customer connections that otherwise could not be made; for example, by increasing the length of the
distribution system;

‘Four-quadrant Interval Meter” means an interval meter that records power injected into a
distribution system and the amount of electricity consumed by the customer;
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“Generate”, with respect to electricity, means to produce electricity or provide ancillary services, other

than ancillary services provided by a transmitter or distributor through the operation of a transmission
or distribution system;

“Generation Facility” means a facility for generating electricity or providing ancillary services, other
than ancillary services provided by a transmitter or distributor through the operation of a transmission
or distribution system, and includes any structures, equipment or other things used for that purpose;

“Generator” means a person who owns or operates a generation facility;

“Geographic Distributor” with respect to a load transfer, means Erie Thames that is licensed to
service a load transfer customer and is responsible for connecting and billing the load transfer
customer;

“Good Utility Practice” means any of the practices, methods and acts engaged in or approved by a
significant portion of the electric utility industry in North America during the relevant time period, or
any of the practices, methods and acts which, in the exercise of reasonable judgment in light of the
facts known at the time the decision was made, could have been expected to accomplish the desired
result at a reasonable cost consistent with good practices, reliability, safety and expedition. Good utility
practice is not intended to be limited to the optimum practice, method, or act to the exclusion of all
others, but rather to be acceptable practices, methods, or acts generally accepted in North America;

“Holiday” means a Saturday, Sunday, statutory holiday, or any day as defined in the
Province of Ontario as a legal holiday;

“IESO” means the Independent Electricity Market Operator established under the Electricity Act;

TESO-Controlled Grid” means the transmission systems with respect to which, pursuant to
agreements, the IESO has authority to direct operation;

“Interval meter” means a meter that measures and records electricity use on an hourly or sub-hourly
basis;

“Large Embedded Generation Facility” means an embedded generation facility with a name-plate
rated capacity of 10MW or more;

‘Lies Along” means a property can be connected to Erie Thames distribution system without an
expansion or enhancement, and meets the conditions listed in the Conditions of Service of Erie Thames
who owns or operates the distribution line.

‘Load Transfer” means a network supply point of one distributor that is supplied through the
distribution network of another distributor and where this supply point is not considered a wholesale
supply or bulk sale point;

“Load Transfer Customer” means a customer that is provided distribution services through a load
transfer;

“Market Rules” means the rules made under section 32 of the Electricity Act;
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‘Measurement Canada” means the Special Operating Agency established in August 1996 by the

Electricity and Gas Inspection Act, 1980-81-82-83, c. 87., and Electricity and Gas Inspection
Regulations (SOR/86-131);

“‘Medium Sized Embedded Generation Facility”’means an embedded generation facility with a name-
plate rated capacity of less than 10 MW and:

a) more than 500 kW in the case of a facility connected to a less than 15kV line;

b) more than 1 MW in the case of a facility connected to a 15 kV or greater line;

“Meter Service Provider” means any entity that performs metering services on behalf of a distributor,
generator, or registered market participant;

“Meter Installation” means the meter and, if so equipped, the instrument transformers, wiring, test
links, fuses, lamps, loss of potential alarms, meters, data recorders, telecommunication equipment and
spin-off data facilities installed to measure power past a meter point, provide remote access to the
metered data and monitor the condition of the installed equipment;

“Metering Services” means installation, testing, reading and maintenance of meters;

“Micro Embedded Load Displacement Generation Facility” means an embedded load displacement
generation facility with a name-plate rated capacity of 10 kW or less;

“Ontario Electrical Safety Code” means the code adopted by O. Reg. 164/99 as the Electrical Safety
Code;

“Ontario Energy Board Act” means the Ontario Energy Board Act, 1998, S.0. 1998, c.15, Schedule
B;

“Operational Demarcation Point” means the physical location at which a distributors’ responsibility
for operational control of distribution equipment including connection assets ends at the customer;

“Ownership Demarcation Point” means the physical location at which a distributors’ ownership of
distribution equipment including connection assets ends at the customer;

“Physical Distributor” with respect to a load transfer, means Erie Thames that provides physical
delivery of electricity to a load transfer customer, but is not responsible for connecting and billing the
load transfer customer directly;

“Point of Supply” with respect to an embedded generation facility, means the connection point where
electricity produced by the generation facility is injected into a distribution system;

“Rate” means any rate, charge or other consideration, and includes a penalty for late payment;

‘Rate Handbook” means the document approved by the Board that outlines the regulatory
mechanisms that will be applied in the setting of distributor rates;

“Regulations” means the regulations made under the Act or the Electricity Act;

“Retail”, with respect to electricity means,
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a) (To sell or offer to sell electricity to a consumer
b) To act as agent or broker for a retailer with respect to the sale or offering for sale of electricity,
or
c) To act or offer to act as an agent or broker for a consumer with respect to the sale or offering for
sale of electricity.

“Retail Settlement Code” means the code approved by the Board and in effect at the relevant time,
which, among other things, establishes a distributors’ obligations and responsibilities associated with
financial settlement among retailers and customers and provides for tracking and facilitating customer
transfers among competitive retailers;

“Retailer’” means a person who retails electricity;

“Service Area” with respect to a distributor, means the area in which Erie Thames is authorized by its
license to distribute electricity;

“Small Embedded Generation Facility” means an embedded generation facility which is not a micro-
embedded generation facility with a name-plate rated capacity of 500 kW or less in the case of a
facility connected to a less than 15 kV line and 1MW or less in the case of a facility connected to a 15
KV or greater line;

“Total losses” means the sum of distribution losses and unaccounted for energy;

“Townhouses” are usually a free hold property, the land is owned by the individual Owners of each unit,
fronting onto a municipal street;

“Townhouse Development” is a structure or complex of structures each containing more than two
residential units. A single residential customer would occupy each unit, and have direct outside access at
ground level;

“Transmission System” means a system for transmitting electricity, and includes any structures,
equipment or other things used for that purpose;

“Transmission System Code” means the Board approved code that is in force at the relevant time,
which regulates the financial and information obligations of the Transmitter with respect to its
relationship with customers, as well as establishing the standards for connection of customers to, and
expansion of a transmission system;

“Transmit” with respect to electricity, means to convey electricity at voltages of more than 50
kilovolts;

“Transmitter” means a person who owns or operates a transmission system;
“Unaccounted-for Energy” means all energy losses that cannot be attributed to distribution losses.
These include measurement error, errors in estimates of distribution losses and un-metered loads,

energy theft and non-attributable billing errors;

‘Un-metered loads” means electricity consumption that is not metered and is billed based on
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estimated usage;

Validating, Estimating and Editing (VEE)” means the process used to validate, estimate and edit raw

metering data to produce final metering data or to replicate missing metering data for settlement
purposes;

‘Wholesale Market Participant” means a person that sells or purchases electricity or ancillary
services through the IESO-administered markets;
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(Appendix 3

Approved By: President

Policy # ETPL-2011-5.0
Approved Date: January 2012

Opening and Closing of
ERIE THAMES Accounts at the Revision: 1.0

Request of a Third Party
RRAM #:

5.0.1

5.0.2

5.0.3

PURPOSE:

The purpose of this policy is to document the rules described in the Distribution System Code -Section 2.8
Opening and Closing of Accounts to ensure that Erie Thames Powerlines complies with the rules when a request is
received by a third party to open or close an account with Erie Thames Powerlines.

POLICY STATEMENT:

When Erie Thames opens or closes an account for a property in the name of a person at the request of a third
party, Erie Thames shall:

e within 15 days of the opening of the account contact the person by telephone, if the person cannot be
reached by telephone a letter will be hand delivered to the subject property advising of the opening of the
account and requesting that the person confirm that he or she agrees to be the named customer;

e advise the third party that the account will not be set up as requested if Erie Thames does not receive
confirmation from the intended customer prior to the scheduled move in date;

e not be required to send a letter advising of the opening of the account where the request to open the
account is made in writing by the person’s solicitor or person in possession of a valid Power of Attorney
for the person;

e where Erie Thames has opened an account for a property in the name of a person at the request of a third
party, Erie Thames shall not seek to recover from the third party any charges for service provided to the
property unless the third party has agreed to be the customer of Erie Thames in relation to the property;

e where a request was received to close or transfer an account in relation to a rental unit from someone
other than the occupant, Erie Thames shall not seek to recover any charges for service provided to that
rental unit or residential property after closure of the account from any person other than the occupant,
including the landlord for the residential complex or a new owner of the residential property, unless the
person has agreed to assume responsibility for those charges.

Erie Thames may enter into an agreement with a landlord whereby the landlord agrees to assume responsibility for
paying for continued service to the rental property after closure of a tenant’s account.

The agreement with the landlord may be established by verbal request over the telephone. Erie Thames will
document confirmation of the verbal request on the applicable account for the duration of the agreement with the
landlord.

Erie Thames shall accept written agreements in electronic form (email) in accordance to the Electronic Commerce
Act, 2000.

RESPONSIBILITIES:

Management of the company is responsible for ensuring that the corporation is protected from undue risk of bad debt.

5.0.4

REFERENCES:

Distribution System Code — The Ontario Energy Board
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Approved By: President

Policy # ETPL-2011-6.1
Approved Date: January

ERIE THAMES i i .
Security Deposits Revision: 3.1
RRAM #:
6.0.1 PURPOSE:
This policy describes the terms and conditions Erie Thames Powerlines will use for collection, maintaining and
returning customer security deposits which shall be consistent with the provisions described in the Distribution
System Code.
In accordance with the Distribution System Code, Erie Thames Security Deposit Policy shall include:
e alist of all potential types/forms of security accepted,;
e adetailed description of how the security is calculated;
o limits on the amount of security required,;
o the planned frequency, process and timing of updating security;
e adescription of how interest payable to customers is determined;
e  criteria customers must meet to have security deposit waived and/or returned; and
e methods of enforcements where a security deposit is not paid.
6.0.2 POLICY STATEMENT:
Erie Thames Powerlines may use any risk mitigation options available to manage customer non-payment risk. Erie
Thames Powerlines shall not discriminate among customers with similar risk profiles or risk related factors except
where expressly permitted under the Distribution System Code.
Erie Thames Powerlines will comply with the deposit requirements as defined in the Distribution System Codes
but may waive these requirements in favour of a customer or potential customer.
Erie Thames Powerlines will disclose to the customer the reasons for requiring the security deposit.
6.0.3 FORM OF SECURITY DEPOSIT:

Residential

The form of payment of a security deposit for a residential customer shall be cash or cheque at the discretion of the
customer or such other form as is acceptable by Erie Thames Powerlines.

Erie Thames Powerlines shall permit a residential customer to pay a security deposit in equal installments over a 6
month period.

Erie Thames Powerlines shall allow a residential customer to repay a security deposit that was applied in full or in
part to the residential customers account to offset amounts owing at that time as an attempt to avoid a
disconnection notice for non-payment, in equal installments over a 6 month period.

The customer may elect to pay the security deposit over a shorter period of time.
General Service

The security deposit will be in the form of cash, cheque or an automatically renewing irrevocable letter of credit
from a bank for non residential customers.

Erie Thames Powerlines may also accept other forms of security such as surety bonds and third party guarantees.
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(Non-residential customer’s shall pay the security deposit in equal installments over 4 months, the first installment

being due on the implementation of an implied contract or the signing of service agreement. The customer may
elect to pay the security deposit over a shorter period of time.

METHOD OF CALCULATION AND LIMIT OF SECURITY DEPOSIT:

The maximum amount of the security deposit that a customer is required to pay shall be calculated as follows:

o the billing cycle factor times the estimated bill based on the customer’s average monthly load with Erie
Thames Powerlines during the most recent 12 consecutive months within the past two years.

e  Where relevant usage information is not available for the customer for 12 consecutive months within the
past two years or the billing system is not capable of making the calculation, the customer’s average
monthly load shall be based on a reasonable estimate made by Erie Thames Powerlines.

Where a customer has a payment history which discloses more than one disconnection notice in a relevant 12
month period, Erie Thames Powerlines may use the customer’s highest actual or estimated monthly load for the
most recent 12 consecutive months within the past 2 years for the purposes of calculating the maximum amount of

the security deposit.

For a low-volume consumer or designated consumer the price estimate used in calculating competitive electricity
costs shall be the same as the price used by the IESO for the purpose of determining maximum net exposures and
prudential support obligations for Erie Thames Powerlines.

If a non-residential customer with a >50kW demand rate can provide a credit rating from a recognized credit rating
agency, the maximum amount of the security deposit required by Erie Thames Powerlines shall be reduced in
accordance with the following table:

Credit Rating
(Using Standard and Poor's Rating Terminology)

Allowable Reduction in Security Deposit

AAA.- and above or equivalent 100%

AA-, AA, AA+ or equivalent 95%

A-, From A, A+ to below AA or equivalent 85%

BBB-, From BBB, BBB+ to below A or equivalent 75%
Below BBB- or equivalent 0%

PLANNED FREQUENCY, PROCESS AND TIMING OF UPDATING SECURITY
DEPOSITS:

Erie Thames Powerlines shall review every customer’ security deposit at least once every calendar year to
determine whether the entire amount of the security deposit is to be returned to the customer or adjusted based on a
re-calculation of the maximum amount of the security deposit.

Where a residential customer has paid the security deposit in installments, Erie Thames shall conduct a review of
the customer’s security deposit in the calendar year in which the anniversary of the first installment occurs.

When Erie Thames Powerlines determines in conducting a review that the amount of the security deposit is to be
adjusted upwards based on the recalculation of the maximum amount of the security deposit, Erie Thames
Powerlines shall permit the customer to pay the adjusted amount in equal installments paid over a period off at
least

6 months.

Erie Thames shall allow a customer to repay a security deposit that was applied to the customer’s account to offset
amounts owing in equal installments over at least 6 months.

Any security deposit received from the customer, upon closure of the customer account, shall be applied to the
final bill prior to change in service and can be used to off-set other amounts owing by the customer to Erie Thames
Powerlines. The balance shall be returned within six weeks of closure of the account.
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INTEREST PAYABLE:

The interest shall accrue monthly on security deposits made by cash or cheque commencing on receipt of the total
deposit. The interest shall be at the Prime Business Rate as published on the Bank of Canada website less 2
percent, updated quarterly. The interest accrued shall be paid at least once every 12 months or on return or
application of the security deposit or closure of the account, whichever comes first, and may be credited to the
account.

CRITERIA REQUIRED FOR WAIVERED AND/OR RETURN OF SECURITY
DEPOSIT:

Erie Thames Powerlines reserves the right to collect a security deposit from a customer that is not billed by a
competitive retailer under retailer-consolidated billing unless the customer has a good payment history of:

e 1 year in the case of a residential customer,
e 5years in the case of a non-residential customer in < 50 kW demand rate class, or
e 7 years in the case of a non-residential customer in any other rate class.

The time period that makes up the good payment history must be the most recent period of time and some of the
time period must occur in the previous 24 months.

A customer is deemed to have a good payment history, unless, during the relevant time period the customer has
received:

e more than one disconnection notice from the Erie Thames Powerlines, or

e more than one cheque given to the Erie Thames Powerlines by the customer has been returned for
insufficient funds, or

e more than one pre-authorized payment to Erie Thames Powerlines has been returned for insufficient
funds, or

e adisconnection/collection trip has occurred, or

e all or part of a security deposit held on file was applied to offset amounts owing by a residential customer
prior to disconnection of their electricity service for non-payment of account and the customer is required
by Erie Thames to pay back the security deposit.

Erie Thames Powerlines shall not require a security deposit if the customer provides the following prior to the
implementation of service:

e the customer provides a letter from another distributor or gas distributor in Canada confirming a good
payment history for the most recent relevant time period, some of this time period must have incurred
within the last 24 months,

e a customer, other than a customer in a >5,000 kW demand rate class, that provides a satisfactory credit
check made at the customer’s expense,

e acustomer has been qualified as an eligible low-income customer and requests a waiver,

e If anon-residential customer in any class other than <50kW demand rate can provide a credit rating from
a recognized credit rating agency, the maximum amount of the security deposit required by Erie Thames
Powerlines shall be reduced in accordance with the following table:

Credit Rating
(Using Standard and Poor's Rating Terminology)

Allowable Reduction in Security Deposit

AAA.- and above or equivalent 100%

AA-, AA, AA+ or equivalent 95%

A-, From A, A+ to below AA or equivalent 85%

BBB-, From BBB, BBB+ to below A or equivalent 75%
Below BBB- or equivalent 0%
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(In the case of a customer in a >5,000kW demand rate class, where the customer is now in a position that it would
be exempt from paying a security deposit, however, had previously paid a security deposit to Erie Thames
Powerlines, Erie Thames Powerlines is only required to return 50% of the security deposit.

Erie Thames shall give notice to all residential customers, at least annually, that any residential customer that
qualifies as an eligible low-income customer may request and receive a refund of any security deposit previously
paid to Erie Thames, after application of the security deposit to any outstanding amounts owing on the customer’s
account.

Erie Thames shall advise the eligible low-income customer that has requested a refund, within 10 days of the
request, that the balance remaining after application of the security deposit to the customer’s outstanding arrears
will be credited to the customer’s account if the remaining amount is less than one month’s average billing. Where
the remaining amount is equal to or greater than one month’s average billing the customer may elect to receive the
refund by cheque. Erie Thames will issue the cheque within 11 days of the customer’s request for payment by
cheque.

Erie Thames Powerlines shall apply all or part of any security deposit held on account against any amounts owing
prior to issuing a disconnection notice to a residential customer for non-payment.

Erie Thames Powerlines may at its discretion reduce the amount of a security deposit for any reason including
where the customer pays under an interim payment arrangement and where the customer makes pre-authorized
payments.

Erie Thames shall promptly return any security deposit received from a customer within six weeks of the closure of
the customer’s account, subject to Erie Thames right to use the security deposit to set off other amounts owing by
the customer to Erie Thames.

Erie Thames shall apply a security deposit to the final bill prior to the change in service where a customer changes
from SSS to a competitive retailer that uses retailer-consolidated billing or a customer changes billing options from
distributor-consolidated billing to split billing or retailer-consolidated billing, any remaining amounts will be
promptly returned to the customer.

Erie Thames shall not pay any portion of a customer’s security deposit to a competitive retailer.
Erie Thames may retain a portion of the security deposit where a change is made from distributor-consolidated
billing to split billing that reflects the non-payment risk associated with the new billing options.

Where all or part of a security deposit has been paid by a third party on behalf of the customer, Erie Thames shall
return the amount of the security deposit paid by the third party, including interest, where applicable, to the third
party when:

o the third party paid all or part of the security deposit directly to Erie Thames;

o the third party requested at the time the security deposit was paid that Erie Thames return all of part of the
security deposit to them rather than the customer;

e there is not then any amount overdue for payment by the customer that Erie Thames is permitted by Code
to offset using the security deposit.

METHOD OF ENFORCEMENT WHERE SECURITY DEPOSIT IS NOT PAID:

Failure to pay the security deposit as required will result in the immediate implementation of Erie Thames
Powerlines collection policy process which may lead to the discontinuation of electrical service.

DEFINITIONS:

“The Billing Cycle Factor” is 2.5 if the customer is billed monthly, 1.75 if the customer is billed bi-monthly and
1.5 if the customer is billed quarterly.

“Disconnection/Collection Trip” is a visit to a customer’s premises by an employee or agent of the Erie Thames
Powerlines to demand payment of an outstanding amount or to shut off or limit distribution of electricity of the
customer failing payment.
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(6.0.10 RESPONSIBILITIES:

The management of the company is responsible for ensuring that the corporation is protected from undue risk of
bad debt.

6.0.11 REFERENCES:

The Electricity Act, 1998 — Province of Ontario, Ministry of Energy, Science and Technology
Market Rules — The Independent Electricity Market Operator

Distribution System Code — The Ontario Energy Board

Retail Settlement Code — The Ontario Energy Board

Distribution Rates Handbook — The Ontario Energy Board
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Approved By: President, ETPL

Policy # ETPL-2010-7.0
Approved Date: January 2012

ERIE THAMES . ) ..
Collection Overview Revision: 4.0
RRAM #:

7.0.1 PURPOSE:
The purpose of this policy is to establish a process to ensure that every attempt has been made to avoid
disconnection for non-payment of account and that money owed to Erie Thames Powerlines by consumers is
collected.

7.0.2 POLICY STATEMENT:
Erie Thames Powerlines will collect all outstanding money owed from Customers and Retailers served by Erie
Thames Powerlines distribution system in accordance with the principles defined in the Electricity Act (1998), the
Electricity Distribution Rate Handbook, Distribution System Code, Retail Settlement Code and Standard Supply
Service Code.
The policies in this set are intended to provide guidance to Erie Thames Powerlines managers and staff, and to help
them make operational decisions that are consistent with applicable codes and regulations.
7.1 Customer Collections
7.2 Retailer Collections
7.3 Use of Load Control Devices

7.0.3 DEFINITIONS:

Customer and Consumer will be understood herein as one and the same.

Distributor-Consolidated Billing is when a retailer marketer who has signed contracts in Erie Thames Powerlines
service area and has opted for the distributor to do the billing and collection of the electricity commodity and all
related non-competitive charges.

Disconnection/Collect Trip is a visit to a customer’s premises by an employee or agent of Erie Thames to demand
payment of an outstanding amount or to shut off or limit distribution of electricity to the customer failing payment.

Electricity Charges, for the purpose of this policy, are charges that appear under the sub-headings “Electricity,
Delivery’; ‘Regulatory Charges’; and ‘Debt Retirement Charge” as described in Ontario Regulation 275/04
(Information on Invoices to Low-volume Consumers of Electricity) made under the Act, and all applicable taxes.
Where applicable, charges prescribed by regulations under section 25.33 of the Electricity Act, 1998 and all
applicable taxes on those charges, and OEB approved late payment fees, specific service charges and such other
charges and applicable taxes associated with the consumption of electricity as may be required by law to be
included, as may be designated by the Ontario Energy Board, not including security deposits.

Eligible Low-Income Customer means a residential electricity customer who has a pre-tax household income at
or below the pre-tax Low Income Cut-Off, according to Statistics Canada, plus 15%, taking into account family
size and community size, as qualified by a Social Service agency or Government Agency; or a residential
electricity customer who has been qualified for Emergency Financial Assistance.

Emergency Financial Assistance means any OEB approved emergency financial assistance program made
available by a distributor or eligible low-income residential customers.

Errors and Omissions Excepted Erie Thames Powerlines shall reserve the right to make adjustments to any bill
issued in error either in whole or in part.

Late Payment Charge is an OEB approved interest charge that is applied after a specified date or a due date on a
customer’s bill.

Licensed Competitive Retailer is a company that has a valid electricity retailer’s license from the Ontario Energy
Board.
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(Load Control Device means a load limiter, timer load interrupter or similar device that limits or interrupts normal
electricity service.

Load Limiter Device means a device that will allow a customer to run a small number of electrical items in his or
her premises at any given time, and if the customer exceeds the limit of the load limiter, then the device will
interrupt the power until it is reset.

Timed Load Interrupter Device means a device that will completely interrupt the customers electricity
intermittently for periods of time and allows full load capacity outside of the time periods that the electricity is
interrupted.

Non-Payment Risk Mitigation Erie Thames Powerlines may use any risk mitigation options available under the
law to manage consumer non-payment risk.

Retailer-Consolidated Billing is when the retail marketer opts to do the billing and collection of the electricity
commaodity and all related non-competitive charges.

Split Billing is when the retail marketer bills the customer for the electricity charges and Erie Thames Powerlines
bills for the customer for non-competitive, debt retirement and distribution charges. The retailer and the distributor
shall each be responsible for the collection of their own accounts.

Standard Service Supply Customer is a company or person who purchases electricity at spot market price or
statutory pricing from Erie Thames Powerlines distribution system as a direct pass through from the IESO.

COLLECTION PAYMENT METHODS:

Erie Thames Powerlines may accept one or more of the following methods of payment but is not obligated to offer
all methods:

Cash

Payment made through most Financial Institutions including telephone & computer banking
Certified Cheque

Money Order or Bank Draft

Credit Card issued by a Financial Institution

Preauthorized Payment Plan

RESPONSIBILTIES:

The management of the company is responsible for the approval of the policies contained in this manual.

REFERENCES:

The Electricity Act, 1998

Electricity Distribution Rate Handbook — The Ontario Energy Board
Retail Settlement Code— The Ontario Energy Board

Distribution Rate Handbook — The Ontario Energy Board
Distribution System Code — The Ontario Energy Board
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Approved By: President, ETPL
Approved Date: January 2012

Policy # ETPL-2010-7.1

ERIE THAMES Customer Collections Revision: 4.0
RRAM #:
7.1.1 PURPOSE:
This policy confirms that Erie Thames must be prudent in their collection process to protect the Corporation from
unpaid invoices. The detailed policies in this set are intended to establish and document a process that will provide
guidance to Erie Thames management and staff, to help them make operational decisions to ensure that monies
owed to Erie Thames by the consumer or retailer are collected in a timely manner.
7.1.2 POLICY STATEMENT:
Erie Thames will take steps to collect the total amount for the customer’s bill, if not paid within the time specified
in S.2.6.3 of the Distribution System Code, which shall be a minimum of sixteen calendar days from the date on
which the bill was issued.
Erie Thames will deem the bill to have been issued to the customer:
a) if sent by mail, on the third day after the date on which the bill was printed;
b) if made available over the internet, on the date on which an e-mail is sent to the customer
notifying the customer that the bill is available for viewing over the internet;
) if sent by e-mail, on the date on which the e-mail is sent; or
d) if sent by more than one of the methods listed in (a) to (c), on
whichever date of deemed issuance occurs lasts.
Erie Thames shall determine the date on which payment of the bill has been received from the customer:
a) if paid by mail, three days prior to the date on which the payment was received,
b) If paid at a financial institution or electronically, on the date on which the payment is acknowledged or
recorded by the customers financial institution; or
c) if paid by credit card issued by a financial institution, on the date and at the time that the charge is
accepted by the financial institution.
Erie Thames shall deem a bill issued to a customer as unpaid when the minimum payment period has elapsed. A
late payment charge may be applied to the customer’s account.
Erie Thames shall begin the collection process immediately following the application of late payment charge.
Erie Thames shall allocate any payment made by a residential customer whose bill includes charges for goods or
services other than electricity charges first to the electricity charges and then if funds are remaining, to the other
charges.
Erie Thames shall not impose a late payment charge, issue a disconnection notice or disconnect the customer’s
electricity supply if the payment on account is sufficient to cover the electricity charges.
Erie Thames shall treat all customers in the same rate class in a non-discriminatory fashion when collecting unpaid
accounts.
7.1.3  Erie Thames shall make available to any residential customer who is unable to pay their outstanding electricity

charges the opportunity to enter into an arrears payment agreement.

If the customer declines Erie Thames arrears payment agreement offer then Erie Thames will proceed with the
collection process and disconnection if required. No further offer will be available to the customer after
disconnection.

The arrears payment agreement shall include the following terms and conditions:
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(Before entering into an arrears payment agreement Erie Thames shall apply any security deposit held on
account of the customer against any electricity charges owing at the time.

When entering into the arrears payment agreement the customers may be required to make a down payment of
up to 15%, an eligible low-income customers may be required to pay a down payment of up to 10%, of the
accumulated electricity charge arrears, inclusive of any late payment charges but excluding other service
charges.

The arrears payment agreement shall allow residential customers to pay all remaining electricity charges that
are then overdue for payment, as well as the current bill amount if the customer requests to do so, after
applying the security deposit and the down payment, including all electricity related service charges that have
accrued to the date of the agreement, over the following periods:

0 aperiod of at least five months, where the total amount of the electricity charges remaining overdue
for payment is less than twice the customer’s average monthly bill; or

0 a period of at least ten months, where the total amount of the electricity charges remaining overdue
for payment is equal to or exceeds twice the customer’s average monthly billing amount.

0 Inthe case of an eligible low-income customer:

» aperiod of at least 8 months, where the total amount of the electricity charges remaining
overdue for payment is less than or equal to 2 times the customer’s average monthly billing
amount.

» a period of at least 12 month where the total amount of the electricity charges remaining
overdue for payment exceeds 2 times the customer’s average monthly billing amount an is
less than or equal to 5 times the customer’s average monthly billing amount; or

» a period of at least 16 months where the total amount of the electricity charges remaining
overdue for payment exceeds 5 times the customer’s average monthly billing amount.

Erie Thames shall calculate the customer’s average monthly billing amount by taking the aggregate of the total
electricity charges billed to the customer in the preceding twelve months and dividing that value by twelve. If
the customer has been a customer of Erie Thames for less than twelve months, the average monthly billing
amount shall be based on a reasonable estimate made by Erie Thames.

Erie Thames has the right to cancel the arrears payment agreement if a customer defaults on more than one
occasion in making payment in accordance with the arrears payment agreement or a payment on account of a
current electricity charge billing, a security deposit amount due or an under-billing adjustment.

» Erie Thames has the right to cancel the arrears payment agreement with an eligible low-income
customer, if the eligible low-income customer defaults on more than two occasions in making a
payment in accordance with an arrears payment agreement, or payment on account of a current
electricity charge billing or under-billing adjustment.

In both situations the defaults must occur over a period of at least 2 months before Erie Thames cancels the
arrears payment agreement.

Erie Thames shall provide to the customer and to any third party designated by the customer, at least ten days
written notice before the effective date of the cancellation.

Erie Thames shall provide notice of cancellation to any third party, if at the time of entering into an arrears
payment agreement a customer has designated a third party to receive notice of cancellation of the arrears
payment agreement.

Erie Thames shall accept the customerd notification of a designated third party by email or telephone
communication.

The arrears payment agreement shall be reinstated if the customer makes payment of all amounts due pursuant
to the arrears payment agreement on or before the cancellation date.

Erie Thames shall make available to residential electricity customers a second arrears payment agreement if
the customer so requests, provided that two or more years have passed since the first arrears agreement was
entered into and provided that the customer satisfied all obligations under the first arrears payment agreement.

» Erie Thames shall allow an eligible low-income customer to enter into a subsequent arrears payment
agreement if the terms described in S.2.7.5.1, 2.7.6 and 2.7.6A of the Distribution System Code has
been met.
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(Erie Thames reserves the right to refuse to enter into another arrears payment agreement with a residential

customer who failed to perform their obligations under a previous arrears payment agreement until such time
as 1 year has passed since the termination of the previous agreement.

Erie Thames shall have the right to limit or disconnect service for non-payment, theft of power, failing to keep
payment arrangements, and/or default of the arrears payment agreement in accordance to the provisions described
in the Distribution System Code.

A collection of account charge is applicable if a representative of the utility is dispatched to the customer’s premise
for the purpose of collecting overdue payment of the account.

The customer shall be subject to a Board approved reconnection charge when the electricity service has been
interrupted for non-payment of account.

Erie Thames shall reserve the right to make adjustments to any bill issued in error either in whole or in part.

RESPONSIBILITIES:

The management of the company is responsible for ensuring that the corporation is protected from undue risk of
bad debt.

REFERENCES:
The Electricity Act, 1998

Retail Settlement Code — The Ontario Energy Board
Distribution Rate Handbook — The Ontario Energy Board
Distribution System Code — The Ontario Energy Board

Electricity Gas and Inspection Act — Government of Canada
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Approved By: President, ETPL
Approved Date: December 2010

Policy # ETPL-2010-7.2

ERIE THAMES Retailer Collections Revision: 3.1
RRAM #:
7.2.0 PURPOSE:
This policy describes the processes to collect outstanding balances from Retailers who have signed sales
agreements with consumers served by Erie Thames Powerlines distribution system and to ensure that the Retailer
meets the prudential requirements based on the billing option selected and the Retailer’s magnitude of financial
exposure. This process also applies to collection of past due Retail settlement and market participant invoices.
721 POLICY STATEMENT:
Erie Thames Powerlines requires Retailers to pay invoices on the due date as specified in the code.
Erie Thames Powerlines reserves the right to refuse service transaction requests, requests for information, invoices
or other transactions from retailers with whom Erie Thames Powerlines does not have an up-to-date service
agreement and/or financial security arrangements.
Erie Thames Powerlines shall review the required level of deposit from a Retailer for customers served through
Distributor Consolidated Billing on a quarterly basis as a minimum.
Erie Thames Powerlines shall immediately notify the Retailer the day after a settlement payment was due if funds
were not received and work with the Retailer to remedy the situation.
Erie Thames Powerlines shall not access the funds available through the relevant security arrangement, until five
business days have elapsed.
Erie Thames Powerlines shall issue to the Retailer a Notice of Payment Default prior to returning the consumer
that is signed with said Retailer back to Standard Service Supply (SSS).
7.2.2 RESPONSIBILITIES:
The management of the company is responsible for ensuring that prudential monitoring and payments from a
Retailer are collected within the guidelines specified in the service agreement.
7.2.3 REFERENCES:

The Electricity Act, 1998

Market Rules — The Independent Electricity Market Operator
Retail Settlement Code — The Ontario Energy Board
Distribution Rate Handbook — The Ontario Energy Board
Distribution System Code — The Ontario Energy Board

Electricity Gas and Inspection Act — Government of Canada
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Approved By: President, ETPL

Policy # ETPL-2010-7.3
Approved Date: January 2012

ERIE THAMES . ..
Use of Load Control Devices Revision: 4.0

RRAM #:

7.3.1

7.3.2

7.3.3

PURPOSE:

The purpose of this policy is to document guidelines that are consistent with the rules outlined in the Distribution
System Code for management and staff when a load limiting device is installed as a means for collection of non-
payment of an account rather than disconnection of the full electricity supply at a customer’s premise.

POLICY STATEMENT:

Erie Thames at its discretion shall reserve the right to install a load control device at a customer’s premise rather
than disconnect the full electricity service if the customer fails to pay Erie Thames any outstanding amounts due
and payable on account for the supply of electricity.

Erie Thames shall refrain from installing a load control device if notified by a Social Service Agency or
Government Agency that the agency is assessing the customer for Emergency Financial Assistance for a period of
21 days after receiving the notification.

Erie Thames shall provide a written notice to the customer when the load control device is installed which will
explain the operation of the device, the maximum capacity of the device, how to reset the device if the maximum
capacity is exceeded and Erie Thames telephone contact number if the customer requires further information
regarding the use of the device and an emergency contact number if the customer is unable to reset the device for
any reason.

Erie Thames shall provide a 24 hour contact telephone number if Erie Thames installs a load limiter device that
cannot be manually reset by the customer after the maximum limit is triggered so that the customer may call to
have the load limiter device remotely reset.

Erie Thames shall provide written notice to a customer when a timed load interrupter is installed for non-payment
explaining the effect of the device on service and a contact telephone number if the customer requires further
information.

Erie Thames shall provide the following notices to a customer if Erie Thames installs a load control device for non-
payment:

a) the Fire Safety Notice of the Office of the Fire Marshal; and

b) any other public safety notices or information bulletins issued by public safety authorities and
provided to the distributor, which provide information to consumers respecting dangers associated
with the disconnection of electricity service.

Erie Thames shall not install a load control device at a residential customer’s property during the course of an
arrears payment agreement, unless the agreement has been terminated in accordance to the provisions of the
Distribution System Code.

Erie Thames shall remove the load control device installed at the customer’s premise for the purpose of non-
payment of account within two business days, from:

e the date that the residential customer entered into an arrears payment agreement;
e the date that the outstanding account was paid in full.

RESPONSIBILTIES:

The management of the company is responsible for ensuring that the corporation is protected from undue risk of
bad debts and that the method used to collect overdue accounts complies with all applicable codes and regulations.
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7.3.4 (REFERENCES:
The Electricity Act, 1998
Electricity Distribution Rate Handbook — The Ontario Energy Board
Retail Settlement Code— The Ontario Energy Board
Distribution Rate Handbook — The Ontario Energy Board
Distribution System Code — The Ontario Energy Board
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Approved By: President

Policy # ETPL-2010-8.0
Approved Date: Jan 2012

Policy 8.0
ERIE THAMES DISCONNECTION/RECONNECTI Revision: 4
RRAM #: ON
O\/ER\/1E\N
8.0.1 PURPOSE:
The detailed policies in this set are intended to establish and document a process that specifies timing and means of
notification consistent with the Electricity Act, 1998 that will provide guidance to Erie Thames management and
staff when disconnecting and/or reconnecting the electrical service of a consumer.
8.0.2 POLICY STATEMENT:
Erie Thames shall follow the regulation and direction set out in the Electricity Act (1998), Distribution System
Code, Retail Settlement Code, and Standard Supply Service Code when implementing the disconnection and/or
reconnection process.
Erie Thames will ensure that it has developed a physical and business process for reconnection of electricity supply
ensuring safety and reliability as a primary requirement.
Erie Thames reserves the right to physically disconnect or limit the amount of electricity to a customer for any of
the following reasons:
Adverse effect on the reliability and safety of the distribution system.
Imposition of an unsafe worker situation beyond normal risks inherent in the operation of the distribution
system.
. A material decrease in the efficiency of the distributor's distribution system.
. A materially adverse effect on the quality of distribution services received by an existing connection.
. Inability of the distributor to perform planned inspections and maintenance.
. Failure of the consumer or customer to comply with a directive of a distributor that the distributor makes
for purposes of meeting its licence obligations.
. The customer owes Erie Thames money for distribution services, or for a security deposit. Erie Thames
shall give the customer a reasonable opportunity to provide the security deposit consistent with section
2.4.20 of the Distribution System Code.
Erie Thames shall recover from the customer responsible for the disconnection any reasonable costs associated
with the disconnection, including but not limited to overdue amounts, late payment charges, reconnection fees, and
any repairs to Erie Thames physical assets on the property damaged as a result of the disconnection.
Under no circumstances shall Erie Thames be held liable for any damage or loss to the customer or the customer’s
premises as a result of the disconnection.
8.1 Disconnection/Reconnection
8.2 Disconnection/Reconnection by Request
8.3 Safety and Reliability
8.4 Unauthorized Use of Electricity
8.0.3 DEFINITIONS:

Customer and Consumer will be understood herein as one and the same.
Disconnection means a deactivation of connection assets that result in termination of distribution services to a
consumer.

Disconnect/collect trip is a visit to a customer's premises by an employee or agent of the distributor to demand
payment of an outstanding amount or to shut off or limit distribution of electricity to the customer failing payment.
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(Eligible Low-Income Customer means a residential electricity customer who has a pre-tax household income at
or below the pre-tax Low Income Cut-Off, according to Statistics Canada, plus 15%, taking into account family

size and community size, as qualified by a Social Service agency or Government Agency; or a residential
electricity customer who has been qualified for Emergency Financial Assistance.

Emergency Financial Assistance means any OEB approved emergency financial assistance program made
available by a distributor or eligible low-income residential customers.

Good utility practice means any of the practices, methods and acts engaged in or approved by a significant
portion of the electric utility industry in North America during the relevant time period, or any of the practices,
methods and acts which, in the exercise of reasonable judgement in light of the facts known at the time the decision
was made, could have been expected to accomplish the desired result at a reasonable cost consistent with good
practices, reliability, safety and expedition. Good utility practice is not intended to be limited to the optimum
practice, method, or act to the exclusion of all others, but rather to be acceptable practices, methods, or acts
generally accepted in North America;

Reconnection is when a property or premise has electrical service energized or re-established by the distributor.

Security Deposit is an amount collected by the distributor and is held by the distributor to ensure that all monies
owed to the Corporation are collected at the time of the final billing. Interest payments will be applied at least
annually on all cash deposits.

RESPONSIBILTIES:

The management of the company is responsible for ensuring that the corporation is protected from undue risk of
bad debt.

REFERENCES:

The Electricity Act, 1998

Electricity Distribution Rate Handbook — The Ontario Energy Board
Retail Settlement Code — The Ontario Energy Board

Distribution System Code — The Ontario Energy Board

Electricity Gas and Inspection Act — Government of Canada
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Approved By:

Policy # ETPL-2010-8.1
Approved Date: Jan. 2012

ERIE THAMES Policy 8.1 Revision: 4.0

DISCONNECTION/RECONNECTION
RRAM #:

8.1.1

8.1.2.

PURPOSE:

This policy confirms that Erie Thames has established a process for the disconnection and/or reconnection of a
property and/or premise consistent with the Electricity Act, 1998, and in accordance to all applicable rules and
timelines as outlined in the Distribution System Code.

POLICY STATEMENT:

Erie Thames shall comply with all applicable regulation as defined in the Distribution System Code, Retail
Settlement Code and Standard Supply Service Code when disconnection and/or reconnection of a customer’s
electrical service are required.

Erie Thames will ensure that it has developed a physical and business process for disconnection and/or
reconnection ensuring safety and reliability as a primary requirement.

Erie Thames shall treat all customers in a non-discriminatory fashion when disconnecting and/or reconnecting an
electrical service.

Erie Thames shall, pursuant to S.31 of the Electricity Act, provide reasonable notice of disconnection to residential
customers if Erie Thames intends to disconnect the property for non-payment of account. The disconnection notice
shall include, at a minimum, the information outlined in S.4.2.2 of the Distribution System Code.

Erie Thames shall provide, prior to disconnecting a property for non-payment, the Fire Safety Notice of the Office
of the Fire Marshall; and any other public safety notices or information bulletins issued by public safety authorities
to Erie Thames, which provides information to customers respecting dangers associated with the disconnection of
electricity services.

Erie Thames shall not send or deliver the disconnection notice for non-payment in the same envelope as the
customer’s bill.

Erie Thames shall apply the rules described in S.2.6 of the Distribution System Code when determining the
computation of time relating to bill issuance and application of payments.

Erie Thames shall follow the rules defined in S.4.2.3 of the Distributions System Code when determining the date a
disconnection notice is deemed to have been received by a customer.

Erie Thames will not disconnect a customer until the minimum notice period defined in S.4.2.3 of the Distribution
System Code has elapsed.

Erie Thames shall, at the request of a residential customer, send a copy of any disconnection notice issued to the
customer for non-payment to a third party designated by the customer for that purpose. Provided that the request is
made no later than the last day of the applicable minimum notice period as defined in S.4.2.3 of the Distribution
Code as:

a) 60 days from the date on which the disconnection notice is received by the customer, in the case of a
residential customer that has provided the distributor with documentation from a physician
confirming that disconnection poses a risk of significant adverse effects on the physical health of the
customer or on the physical health of the customer’s spouse, dependent family member or other
person that regularly resides with the customer; or

(b) 10 days from the date on which the disconnection notice is received, in all other cases.

Erie Thames shall notify the third party that the third party is not responsible for the payment of any charges for the
provision of electricity service in relation to the customer’s property, unless otherwise agreed by Erie Thames.
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(S.2.6.4 and S.2.6.7 shall apply when determining the date of receipt of the disconnection notice by the third party,
Erie Thames may modify the context if require.

Erie Thames shall at the request of a residential customer, at any time prior to disconnection, provide a copy of any
future notice of disconnection to a third party designated by the customer. Such requests made by a residential
customer shall be accepted by electronic mail (email) or telephone communications.

Erie Thames shall issue a new disconnection notice if a customer’s electrical service was not disconnected 10 days
from the date that the original disconnection notice was deemed to have been received by the customer or 60 days
if a residential customer has provided documentation from a physician that disconnection poses a risk of significant
adverse effects on the physical health of the customer or the customers spouse, dependent family member or other
person that regularly resides with the customer.

Erie Thames shall determine the date the disconnection notice was received by the customer in accordance to
S.4.2.3.1 of the Distribution System Code.

Erie Thames shall attempt to contact a residential customer either by telephone or in person 48 hours prior to the
scheduled date of disconnection. At such time Erie Thames shall advise the customer:

o of the scheduled date of disconnection;
o if the disconnection will take place whether or not the customer is at the premises;
o if the disconnection will occur without attendance at the customer’s premise;

e that payment can be made by credit card or any other form of payment that will be acceptable by Erie
Thames and during what hours the payment must be received that would prevent the execution of the
disconnection;

o that if Erie Thames attends the property to execute the disconnection payment will only be accepted by
credit card issued by a financial institution, unless Erie Thames agrees to accept other forms of payment
at that time;

o if the customer is eligible and if Erie Thames is prepared to enter into a Board-prescribed arrears payment
program. Further information regarding the arrears payment program is detailed in S.2.7 of the
Distribution System Code, and Erie Thames Policy 7.1 Customer Collections;

o if there are any additional options that Erie Thames can offer the customer that will avoid the execution of
the disconnection.

Erie Thames shall post a copy of the disconnection notice for non-payment in a conspicuous place on or in the
building promptly after issuance of the notice, if a disconnection notice is issued to a multi-unit or master-metered
building.

Erie Thames shall suspend any disconnection action for a period of 21 days from the date of notification from a
registered charity, government agency or social service agency that is determining if the residential customer is
eligible to receive bill payment assistance, provided the notification is received within 10 days from the date on
which the disconnection notice was received by the customer.

Where a residential customer requested prior to the issuance of the disconnection notice that a copy of any
disconnection notice be provided to a third party, Erie Thames shall suspend any disconnection action for 21 days
from the date of notification that the third party is attempting to arrange assistance with the bill payment, provided
the notification is received within 10 days from the date the disconnection notice was received by the customer. If
the registered charity, government agency, social service agency or any other third party decides the customer is
not eligible and/or will not proceed with bill payment assistance Erie Thames will continue with the disconnection
process. If 11 days has not expired since the previous disconnection notice a new disconnection notice will not be
issue. Erie Thames will make every effort to contact the customer prior to executing the disconnection.

Erie Thames shall have the right to limit or discontinue service without further notification in accordance with a
court order or for emergency, safety or system reliability reasons.

Erie Thames shall have the right to limit or discontinue service for non-payment of a security deposit from
customers that have defaulted on payment arrangements.

Erie Thames shall have the right to refuse the reconnection if there are any outstanding amounts owed by the
customer.
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(Erie Thames shall have the right to disconnect and/or refuse the reconnection if the service is found to have an
adverse effect on the safety and/or reliability of the distribution system.

Erie Thames shall have the right to disconnect and/or refuse the reconnection of the electrical service of a customer
if it is found as an unsafe worker situation beyond normal risks inherent in the operation of the distribution system.

Erie Thames shall have the right to disconnect and/or refuse the reconnection of a customer for a material decrease
in the efficiency of Erie Thames distribution system and/or an adverse effect on the quality of distribution services
received by an existing connection.

Erie Thames shall have the right to disconnect a customer if Erie Thames is cannot perform planned inspections
and maintenance when required.

Erie Thames has the right to disconnect and/or refuse to reconnect if a customer fails to comply with a directive of
Erie Thames made for the purpose of meeting Erie Thames distribution licence obligations.

Erie Thames shall insist that electrical services that have been disconnected for six (6) or more months have an
inspection certificate from the Electrical Safety Authority prior to reconnection. Notwithstanding, Erie Thames
reserves the right to require, an Electrical Safety Authority inspection certificate at any time prior to reconnection
at the expense of the customer.

Erie Thames shall insist that a responsible representative of the property be present in order for reconnection of
service to be established.

RESPONSIBILITIES:
The management of the company is responsible for ensuring that the corporation is protected from undue risk of
bad debt and any adverse effects on the reliability and safety of the distribution system.

REFERENCES:
The Electricity Act, 1998

Retail Settlement Code — The Ontario Energy Board
Distribution Rate Handbook — The Ontario Energy Board
Distribution System Code — The Ontario Energy Board
Electricity Gas and Inspection Act — Government of Canada

Condition of Service — Erie Thames Powerlines Corporation
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Approved By: President

- Policy # ETPL-2010-8.2
Approved Date: Jan 2012

Policy 8.2 o
ERIE THAMES DISCONNECTION/RECONNECTION Revision: 4.0

RRAM #: BY REQUEST

8.2.1 PURPOSE:

8.2.2

8.2.3

8.2.4

This policy confirms that Erie Thames has established a process for the disconnection and/or reconnection of an
electrical service when requested by a customer and/or an authorized authority.

POLICY STATEMENT:

Erie Thames shall respond to a customer’s request for a disconnection and reconnection of an electrical service in a
prompt and efficient manner.

Erie Thames shall disconnect a Customer immediately without notice, in accordance with a court order, a request
by a fire department, Police, Electrical Safety Authority or for emergency, public safety (including potential for
loss of life or limb), system reliability reasons or in order to inspect, maintain, repair, alter, remove, replace or
disconnect wires or other facilities used to distribute electricity or where there is energy diversion, fraud or abuse
on the part of the Customer.

Erie Thames shall have the right to refuse reconnection of the customer’s electrical service if:

a) there is an outstanding amount of money owed by the consumer;
b) the connection is found to have an adverse effect on the safety and/or reliability of the distribution system;
c) the failure of the customer and/or their agent to obtain approval of the Electrical Safety Authority, if required.

Erie Thames requires that the Customer obtain the approval of the Electrical Safety Authority prior to Erie Thames
reconnecting the electrical service:

a) where the service has been disconnected for a period of six (6) or more months;

b) where Erie Thames has reason to believe that the wiring may have been damaged or altered;

c) where service was disconnected for modification of Customer wiring;

d) where the service was disconnected as a result of an adverse effect on the reliability and safety of the
Distribution system; or

e) where it is a requirement of the Electrical Safety Code.

Erie Thames shall insist that a responsible representative of the property be present when electrical service is
energized or reconnected.

RESPONSIBILITIES:

The management of the company is responsible for ensuring that the corporation is protected from undue risk of
bad debt and any adverse effects on the reliability and safety of Erie Thames Powerlines distribution system.

REFERENCES:

The Electricity Act, 1998

Retail Settlement Code — The Ontario Energy Board
Distribution System Code — The Ontario Energy Board
Condition of Service — Erie Thames Powerlines Corporation
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Approved By: President

Policy # ETPL-2010-8.3
Approved Date: January 2012

ERIE THAMES Policy 8.3 Revision: 4.0
SAFETY AND RELIABILITY
RRAM #:

8.3.1 PURPOSE:
This policy confirms that Erie Thames has established a process for ensuring the safety and reliability of Erie
Thames Powerlines distribution system.

8.3.2 POLICY STATEMENT:
Erie Thames shall respond to and take reasonable steps to investigate all consumer power quality complaints and
report to the consumer on the results of the investigation.
Erie Thames may direct a consumer connected to its distribution system to take corrective or preventive action on
the consumer’s electric system when there is a direct hazard to the public or the consumer is causing or could cause
adverse effects on the reliability of Erie Thames’s distribution system.
Erie Thames may require that any consumer conditions that adversely affect the distribution system be corrected
immediately by the consumer and at the consumer’s expense.
Erie Thames shall have the right to disconnect a customer from the distribution system if the customer does not
remedy the situation as directed by Erie Thames within the time period specified by Erie Thames. Erie Thames
shall provide notice of disconnection to the customer either by personal service, prepaid mail or by posting notice
on the property in a conspicuous place.
Erie Thames shall have the right to disconnect a customer without notice if the service causes safety or reliability
risk to Erie Thames distribution system.
Erie Thames shall insist that electrical services that have been disconnected for six (6) or more months have an
inspection certificate from the Electrical Safety Authority prior to reconnection. Notwithstanding Erie Thames
reserves the right to require an Electrical Safety Authority certificate at any time prior to reconnection at the
customer expense.
Erie Thames shall have the right to refuse the reconnection of an electrical service to their distribution system if the
connection is found to have an adverse effect on the safety and/or reliability of the system.
Erie Thames shall insist that a responsible representative of the property be present when electrical service is
energized or reconnected.

8.3.3 RESPONSIBILITIES:
The management of the company is responsible for ensuring that the service quality of the distribution system is
safe and reliable.

8.3.4 REFERENCES:

The Electricity Act, 1998
Retail Settlement Code — The Ontario Energy Board
Distribution Rate Handbook — The Ontario Energy Board

Condition of Service — Erie Thames Powerlines Corporation
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Approved By: President

Policy # ETPL-2010-8.4
Approved Date:

Policy 8.4.0
ERIE THAMES Revision: 1
UNATHORIZED USE OF
RRAM #: ELECTRICITY

8.4.1 PURPOSE:

This policy confirms that Erie Thames has established a process that management and staff can follow if it is
discovered that there is unauthorized use of electricity.

842 POLICY STATEMENT:

Erie Thames shall use its discretion in taking action to mitigate unauthorized energy use. Upon identification of
possible unauthorized energy use, Erie Thames shall notify, if appropriate, Measurement Canada, the Electrical
Safety Authority, police officials, retailers that service consumers affected by the unauthorized energy use, or other
entities.

Erie Thames shall monitor losses and unaccounted for energy use on an annual basis to detect any upward trends.

Erie Thames may recover from the parties responsible for the unauthorized energy use all energy and other
applicable charges incurred by Erie Thames arising from the unauthorized energy use, including but not limited to
inspections, administration fees and repair costs.

8.43 RESPONSIBILITIES:

The management of the company is responsible for monitoring losses and unaccounted energy use.

8.44 REFERENCES:
The Electricity Act, 1998

Retail Settlement Code — The Ontario Energy Board
Distribution System Code — The Ontario Energy Board

Conditions of Service — Erie Thames Powerlines Corporation
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Appendix 4

Summary of Changes in Erie Thames
Condition of Services

January 2012:

1.5.1 Contact Information
Updated Erie Thames contact information

2.1.7 Contracts
Opening and Closing of Accounts
Landlord and Tenant Agreements
This section has been included to reflect the amendments to the Distribution System Code
regarding:
e customer acceptance of responsibility for account charges when opening an electricity
account e opening an account at the request of a third party
e agreements with landlord/owner for accountability for electricity to rental units when the
units
are not occupied by a tenant.

2.2 Disconnection
This section has been updated to reflect the amendments to the Distribution System Code.

2.2.1 Load Limiter Devices
This section has been added to document Erie Thames use of load limiter devices.

2.3.7.3.2 Smart Meter
This section has been added.

2.4.3 Deposits
This section has been updated to reflect the amendments to the Distribution System Code.

Appendix 3 — Policies — Erie Thames updated policies to reflect the amendments to the Distribution
System Code and Standard Supply Service Code
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PLANNED CHANGES IN CONDITIONS OF SERVICE AND SERVICE CHARGES

Erie Thames reviews its Conditions of Service periodically as required by the Distribution System Code.

Erie Thames is requesting no changes to its currently approved Specific Service Charges.
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LIST OF WITNESSES

To be provided if oral hearing occurs.
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SUMMARY OF THE APPLICATION

Introduction

Erie Thames estimates that its present rates will produce a Base Revenue Requirement of $9,173,991
and a deficiency in distribution revenue of $609,251 for the 2012 Test Year. This cost of service rate
application is the first cost of service application since the amalgamation of Erie Thames, Clinton Power
Corporation (“CPC”) and West Perth Power Inc. (“WPPI"). Erie Thames was last rebased in 2008 and
CPC and WPPI were rebased in 2010. The amalgamation of Erie Thames, CPC and WPPI was
concluded on June 1%, 2011. Erie Thames has aggregated the numbers or the three distributors prior to
the amalgamation in order to provide as accurate picture as possible to the requested changes.

Prior to the amalgamation, Erie Thames, CPC and WPPI each had their own rates and the rate categories
were not consistent. As part of this application, Erie Thames is proposing to harmonize certain rate
classifications and to have consistent rate categories across the entire service territory. In preparation for
the Application, Erie Thames retained BDR to assist with cost allocation and rate design.

At the time of the 2008 rebasing, Erie Thames was a virtual distributor with a total of two employees that
relied upon affiliates for the majority of its services. In 2009, the affiliate of Erie Thames was the subject of
a prolonged strike, approximately 18 weeks, by the unionized employees. Following the strike, it was
determined that the service company would be discontinued and the employees would be transferred to
Erie Thames. Customer Service, Engineering, Metering, Regulatory and Accounting employees were
transferred in 2009 and Operations employees were transferred in 2010. Along with the employees,
certain assets were transferred as well.

Today, Erie Thames has 45 employees with the vast majority of services being provided by internal staff.
Erie Thames does continue to rely upon its affiliate, Ecaliber, for billing services it shareholder for
corporate/IT/HR services. A corporate organization chart may be found at Exhibit 1, Tab 1, Schedule 14.

Erie Thames retained Metsco Energy Solutions in 2011 to perform an Asset Condition Assessment and
Assessment Management Plan Exhibit 2 Tab 5 Schedule 1. The need for the report at this time was the
result of the acquisition of CPC and WPPI; the need for an independent review as to the appropriate
funding level required to sustain the distribution system and in response to the PEG Report. Erie Thames
has, according to the PEG Report, historically been one of the higher spending distributors in terms of
O&M. Erie Thames assumed this was, in part, the result of an underspend on account of capital. As such,
the Application provides for an increase in capital spending which will have an impact on future O&M.

During the fall of 2011, the OEB Auditors completed an audit of the deferral and variance accounts for
West Perth Power, with lessons learned being applied to CPC, and ETPL.

Significant Customer Changes

The 2012 forecast incorporates small residential growth, offset by reduced demand in the
commercial/industrial sector and the impact of existing conservation and demand management (“CDM").
In 2008, Erie Thames gained a new customer that was forecasted to be a large industrial customer,
demand greater than 5,000kW but that demand has not materialized and the customer was re-classified to
a GS<5000kW rate classification. Like many other small towns, Erie Thames has also felt the impact of
the slowdown in the economy and automotive sector. A second large industrial customer, Fastenal,
closed down in 2010. A third large industrial, Atlantic Packaging shut down in 2011. The Load Forecast
was completed by a third party independent consultant.
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The other factor is the inclusion of the CPC and WPPI customers in Erie Thames following the merger. As
is evident from the Table below, there is a small growth in residential and GS<50kW rate classes.

Customer Count Summary

CUSTOMER COUNT TABLE
2006 2007 2008 2009 2010 2011 2012
Residential 15,344 15,494 15,613 15,313 16,058 16,379 16,461
GS<50 1,819 1,837 1,847 1,696 1,842 1,858 1,860
GS>50 to 999 kW 170 175 178 175 175 176 176
Greater than 1,000 to 4,999 kW 8 8 8 7 7 5 5
Large Use 1 1 1 2 2 1 1
Unmetered Scattered Load 111 111 111 116 121 121 121
Sentinel Lighting 301 301 301 301 301 301 301
Street Lighting 4,197 4,197 4,283 4,283 4,283 4,283 4,283
Embedded Distributor - 2 2 3 3 3 3

21,951 22,126 22,344 21,896 22,792 23,127 23,211

PURPOSE AND NEED

Erie Thames estimates that its present rates will produce a deficiency in distribution revenue of $609,251
for the 2012 Test Year. To determine this amount, Erie Thames used its forecast throughput and demand
allocated across the former territories of Erie Thames, CPC and WPPI using the existing rates applicable
in each geographic region. Excluded from this estimate is the impact of energy costs. Erie Thames
therefore seeks the Board’s approval to revise its rates applicable to its distribution of electricity. The
issues to be reviewed in this case, as Erie Thames Power sees them, are discussed below.

Through this Application, Erie Thames seeks:

= Torecover:
0 Revenue deficiency arising from changes in OM&A, Amortization, Rate of Return and PILS

» To change:
o Total Loss Factor
0 Retail Transmission Rates
0 Retail Low Voltage Rates

=  To reflect:
o Just and reasonable Distribution Rates that have been filed in accordance with the Ontario
Energy Board Filing Requirements for Distribution Rate Applications

The information used in this Application is Erie Thames'’s forecasted results for its 2012 Test Year. With
the rates presently in effect, Erie Thames estimates that its revenue for 2010 would not be sufficient to
provide a reasonable return. Erie Thames is also presenting the historical actual information for fiscal
2008, 2009, 2010, and where available 2011.
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TIMING
The financial information supporting the Test Year for this Application will be Erie Thames's fiscal year
ending December 31, 2012 (the “2012 Test Year”). However, this information will be used to set rates for

the period May 1, 2012 (or whenever approved) to April 30, 2013. The Test Year revenue requirement is
that forecast by Erie Thames as needed to enable it to earn a reasonable return for fiscal 2012.

CUSTOMER IMPACT

Erie Thames will not have unacceptable impacts on the total distribution portion of the customer’s bill and
therefore Erie Thames is not proposing any rate mitigation measures.

The impact on each rate class is described below.

Residential:
The proposed changes to Residential are summarized below.

Erie Thames Service Area

2011 Board Approved 2012 Proposed % change
Service Charge $14.19 $15.21 7%
Distribution Volumetric Rate $.0144 $0.0168 0.2%
Former WPPI Service Area

2011 Board Approved 2012 Proposed % change
Service Charge $13.61 $15.21 19%
Distribution Volumetric Rate $.0113 $0.0168 0.5%
Former CPC Service Area

2011 Board Approved 2012 Proposed % change
Service Charge $12.30 $15.21 23%
Distribution Volumetric Rate $0.0174 $0.0168 0%

In order to adjust the fixed cost recovery through the monthly fixed charge, Erie Thames proposing to
increase the monthly customer charge by $1.02 for ETPL, 2.91 for CPC and $2.60 for WPPI in the
2012 test year.

The impact on a typical residential customer is a decrease of 3.0% on total bill for ETPL, and increase of
4.0% for WPPI and an increase of 3% for CPC. The overall bill impact on a typical Residential customer is
shown in detail in Exhibit 8, Tab 1, Schedule 8.

The low impact on total bill, compared to the change in the variable charge, is based on the reduction of
retail transmission rates (details later in this exhibit). Note, smart meter rate adder is included at $1.10 per
metered customer and LV retail rates have been adjusted on explained later in this exhibit.




Exhibit: 1
Tab: 2
Schedule: 2
Page: 4

Due to the relatively low impacts from the changes to network and connection rates, ETPL is proposing to
harmonize the rates for this class effective immediately.

GS<50 kWw:
The proposed changes to GS<50 kW are summarized below.

2011 Board Approved 2012 Proposed % change
Service Charge $19.32 $20.94 8%
Distribution Volumetric Rate $0.0107 $0.0173 60%
Former WPPI Service Area

2011 Board Approved 2012 Proposed % change
Service Charge $11.95 $20.94 75%
Distribution Volumetric Rate $0.0157 $0.0173 9%
Former CPC Service Area

2011 Board Approved 2012 Proposed % change
Service Charge $24.17 $20.94 -13%
Distribution Volumetric Rate $0.0161 $0.0173 6%

In order to adjust the fixed cost recovery through the monthly fixed charge, Erie Thames Powerlines is
proposing to increase the monthly customer charge by $1.62 in the 2012 test year for ETPL, reduce the
fixed charge by $3.22 for CPC and increase the fixed charge for WPPI by $9.00 . This proposed fixed
charge remains well below the ceiling price detailed in the Cost Allocation Filing included in this

application.

The impact on a typical GS<50 kW customer is a decrease of 0.2% on total bill for ETPL, a decrease of
9.9% for CPC and an increase of 2.6% for WPPI customers in the 2012 rate year. The overall bill impact
on a typical GS<50 kW customer is shown in detail in Exhibit 8, Tab 1, Schedule 8.

The low impact on total bill, compared to the change in the variable charge, is based on the reduction of
retail transmission rates (details later in this exhibit). Note, smart meter rate adder at $1.10 per metered
customer and LV retail rates have been adjusted on explained later in this exhibit.

Due to the relatively low impacts from the changes to network and connection rates, ETPL is proposing to
harmonize the rates for this class effective immediately.
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GS>50 to 999 kW
The proposed changes to GS>50 to 999 kW are summarized below.
2011 Board Approved 2012 Proposed % change
Service Charge $209.85 $226.6 7.98%
Distribution Volumetric Rate $5.6219 $4.2217 -24.91%
Former WPPI Service Area
2011 Board Approved 2012 Proposed % change
Service Charge $204.84 $226.6 10%
Distribution Volumetric Rate $2.6039 $4.2217 60%
Former CPC Service Area
2011 Board Approved 2012 Proposed % change
Service Charge $42.44 $226.6 433%
Distribution Volumetric Rate $5.9052 $4.2217 -30%

In order to adjust the fixed cost recovery through the monthly fixed charge, Erie Thames is proposing to
increase the monthly customer charge by $16.75 in the 2012 test year, increase for CPC customers of
$184.16 and increase of $21.76 for WPPI customers, despite the large increase for CPC customers the
fixed charge proposed is a value well within the floor and ceiling rates calculated in Cost Allocation filing

included in this application..

The impact on a typical GS>50 to 999 kW customer is a decrease of 10.9% on total bill for ETPL
customers, a reduction of 19% for West Perth customers and a decrease of 10% for CPC customers. The
overall bill impact on a typical GS>50 to 999 kW customer is shown in detail in Exhibit 8, Tab 1, Schedule

8.

The low impact on total bill, compared to the change in the variable charge, is based on the reduction of
retail transmission rates (details later in this exhibit). Note, smart meter rate adder at $1.10 per metered
customer and LV retail rates have been adjusted on explained later in this exhibit.

Due to the relatively low impacts from the changes to network and connection rates, ETPL is proposing to
harmonize the rates for this class effective immediately.
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GS>1000 to 4999 kWw:
The proposed changes to GS>1000 to 4999 kW are summarized below.
2011 Board Approved 2012 Proposed % change
Service Charge $2,340.80 $2,862.06 22.27%
Distribution Volumetric Rate $3.1214 $3.6747 17.73%

In order to adjust the fixed cost recovery through the monthly fixed charge, Erie Thames is proposing to
increase the monthly customer charge by $521.26 in the 2012 test year, which is a value well within the
floor and ceiling rates calculated in Cost Allocation filing included in this application..

The impact on a typical GS>1000 to 4999 kW customer is a decrease of 7.5% on total bill. The overall bill
impact on a typical GS>1000 to 4999 kW customer is shown in detail in Exhibit 8, Tab 1, Schedule 8.

The low impact on total bill, compared to the change in the variable charge, is based on the reduction of
retail transmission rates (details later in this exhibit). Note, smart meter rate adder at $1.10 per metered
customer and LV retail rates have been adjusted on explained later in this exhibit.

Large Use:
The proposed changes to Large Use are summarized below.

2011 Board Approved 2012 Proposed % change
Service Charge $9,934.69 $10,715.28 7.86%
Distribution Volumetric Rate $1.9245 $1.7778 -7.62%

Former WPPI Service Area

In order to adjust the fixed cost recovery through the monthly fixed charge, Erie Thames is proposing to
increase the monthly customer charge by $780.59 in the 2012 test year, which is a value well within the
floor and ceiling rates calculated in Cost Allocation filing included in this application..

The impact on a typical Large Use customer is a decrease of 10.0% on total bill. The overall bill impact on
a typical Large Use customer is shown in detail in Exhibit 8, Tab 1, Schedule 8.

The low impact on total bill, compared to the change in the variable charge, is based on the reduction of
retail transmission rates (details later in this exhibit). Note, smart meter rate adder at $1.10 per metered
customer and LV retail rates have been adjusted on explained later in this exhibit.
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Street Lighting:
The proposed changes to Street Lighting are summarized below.
Former ETPL Service Territory
2011 Board Approved 2012 Proposed % change
Service Charge $3.77 $3.80 0.80%
$11.1243 $15.6841 39
Distribution Volumetric Rate %
Former WPPI Service Area
2011 Board Approved 2012 Proposed % change
Service Charge $0.31 $3.80 1125%
Distribution Volumetric Rate $21.2036 $15.6841 -27%
Former CPC Service Area
2011 Board Approved 2012 Proposed % change
Service Charge $12.09 $3.80 -68%
Distribution Volumetric Rate $0.0185 $15.6841 kWh to kW

Explanation; In order to adjust the fixed cost recovery through the monthly fixed charge, Erie Thames is
proposing to increase the monthly customer charge by $0.03 in the 2012 test year for ETPL customers,
decrease by $8.29 for CPC customers and increase by $3.49 for WPPI customers.

The impact on a typical Street Lighting connection is an increase of 9% on total bill for ETPL, a reduction
of 4.5% for WPPI customers and an increase of 20% for CPC customers. This large increase for CPC is
not a realistic calculation as the variable rate is proposed to change from kWh to kW. The overall bill
impact on a typical Street Lighting connection is shown in detail in Exhibit 8, Tab 1, Schedule 8.

Note LV retail rates and RTSR rates have been adjusted and explained later in this exhibit.
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Sentinel Lighting:
The proposed changes to Sentinel Lighting are summarized below.
2011 Board Approved 2012 Proposed % change
Service Charge $5.20 $5.25 1%
Distribution Volumetric Rate $14.6906 $18.8735 22%
Former WPPI Service Area
2011 Board Approved 2012 Proposed % change
Service Charge $0.00 $5.25 100%
Distribution Volumetric Rate $8.3864 $18.8735 113%
Former CPC Service Area
2011 Board Approved 2012 Proposed % change
Service Charge $0.28 $5.25 95%
Distribution Volumetric Rate $2.0576 $18.8735 771%

Explanation; In order to adjust the fixed cost recovery through the monthly fixed charge, Erie Thames is
proposing to increase the monthly customer charge by $0.05 in the 2012 test year, by $5.25 for WPPI and

by $4.97 for CPC.

The impact on a typical Sentinel Lighting connection is a decrease of 69.7% on total bill. An increase of
93% for WPPI customers and a decrease of 45% for CPC customers. The overall bill impact on a typical

Sentinel Lighting connection is shown in detail in Exhibit 8, Tab 1, Schedule 8.

Note LV retail rates and RTSR rates have been adjusted on explained later in this exhibit and significantly

factor in to this impact.

Unmetered Scattered Load:
The proposed changes to Unmetered Scattered Load are summarized below.

2011 Board Approved 2012 Proposed % change
Service Charge $2.81 $3.00 6.76%
Distribution Volumetric Rate $0.0135 $0.1384 912%
Former WPPI Service Area

2011 Board Approved 2012 Proposed % change
Service Charge $0.67 $3.00 347%
Distribution Volumetric Rate $0.0289 $0.1384 373%
Former CPC Service Area

2011 Board Approved 2012 Proposed % change
Service Charge $12.09 $3.00 -75%
Distribution Volumetric Rate $0.0185 $0.1384 638%
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Explanation; In order to adjust the fixed charge Erie Thames Powerlines is proposing to reduce the fixed
charge by $0.19 per connection per month for ETPL customers, increase the fixed charge by $2.33 for
WPPI customers and decrease the fixed charge by $9.09 for CPC customers.

The impact on a typical Unmetered Scattered Load customer is an increase of 267% on total bill for ETPL,
and increase of 104% for WPPI customers and an increase of $278% for CPC customers. This large
impact is a direct result of the change in cost allocation, and has been mitigated by the change in RTSR
rates. ETPL will consider further rate mitigation steps as the Cost of Service process continues.

The overall bill impact on a typical Unmetered Scattered Load customer is shown in detail in Exhibit 8, Tab
1, Schedule 8.

Embedded Distributor:

The proposed changes to Embedded Distriubtors are summarized below.

2011 Board Approved 2012 Proposed % change
Service Charge $2,254.63 $2,219.86 -1.54%
Distribution Volumetric Rate $1.6717 $4.2995 157.19%

In order to adjust the fixed cost recovery through the monthly fixed charge, Erie Thames is proposing to
decrease the monthly customer charge by $34.77 in the 2012 test year, which is a value well within the
floor and ceiling rates calculated in Cost Allocation filing included in this application..

The impact on a typical Embedded Distributor customer is a decrease of 2.2% on total bill. The overall bill
impact on a typical Embedded Distributor customer is shown in detail in Exhibit 8, Tab 1, Schedule 8.

The low impact on total bill, compared to the change in the variable charge, is based on the reduction of
retail transmission rates (details later in this exhibit). Note, smart meter rate adder at $1.10 per metered
customer and LV retail rates have been adjusted on explained later in this exhibit.

Specific Service Charges

Erie Thames proposes no change to its currently approved Specific Service Charges and a minor change
to the loss factor listed below. Details can be found in Exhibit <>, Schedule <>, Tab <9>. The Charges are
listed below.
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Erie Thames Powerlines Corporation
Tariff of Rates and Charges
Effective May 1, 2012
Implementation Date To be Determined
This schedule superseds and replaces all previously
approved schedules of Rates, Charges and Loss Factors
Residential UOM Rate
Senice Charge $ $15.21
Smart Meter Charge $ $1.1000
Distribution Volumetric Rate $/kWh $0.0143
Low Voltage Senice Rate $/kWh $0.0021
ETPL Rate Rider LRAM and SSM Effective Two Years from Implementation $/kWh $0.0004
CPC Rate Rider LRAM and SSM Effective Two Years from Implementation $/kWh $0.0006
WPPI Rate Rider LRAM and SSM Effective Two Years from Implementation $/kWh $0.0002
ETPL Rate Rider for Global Adjustment Sub-Account effective One Year from Implementation $/kWh $0.0010
ETPL Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kWh -$0.0009
CPC Rate Rider for Global Adjustment Sub-Account effective Two years from Implementation $/kWh -$0.0114
CPC Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kWh $0.0122
WPPI Rate Rider for Global Adjustment Sub-Account effective One Year from Implementaton $/kwh -$0.0029
WPPI Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kWh -$0.0013
Retail Transmission Rate — Network Senvice Rate $/kWh $0.0059
Retail Transmission Rate — Line and Transformation Connection Senice Rate $/kWh $0.0040
Wholesale Market Senice Rate $/kWh $0.0052
Rural Rate Protection Charge $/kWh $0.0013
Regulated Price Plan — Administration Charge $ $0.2500
GS<50 kW
Senice Charge $ $20.95
Smart Meter Charge $ $1.1000
Distribution Volumetric Rate $/kWh $0.0151
Low Voltage Senice Rate $/kWh $0.0020
ETPL Rate Rider LRAM and SSM Effective Two Years from Implementation $/kWh $0.0004
CPC Rate Rider LRAM and SSM Effective Two Years from Implementation $/kWh $0.0004
WPPI Rate Rider LRAM and SSM Effective Two Years from Implementation $/kWh $0.0002
ETPL Rate Rider for Global Adjustment Sub-Account effective One Year from Implementation $/kWh $0.0013
ETPL Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kWh -$0.0009
CPC Rate Rider for Global Adjustment Sub-Account effective Two years from Implementation $/kWh -$0.0115
CPC Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kWh $0.0081
WPPI Rate Rider for Global Adjustment Sub-Account effective One Year from Implementaton $/kwh -$0.0023
WPPI Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kWh -$0.0010
Retail Transmission Rate — Network Senice Rate $/kWh $0.0054
Retail Transmission Rate — Line and Transformation Connection Senice Rate $/kWh $0.0036
Wholesale Market Senice Rate $/kWh $0.0052
Rural Rate Protection Charge $/kWh $0.0013

Regulated Price Plan — Administration Charge $ $0.2500



GS>50 to 999 kw

Senice Charge $
Smart Meter Charge $
Distribution Volumetric Rate $/kW
Low Voltage Senice Rate $kW
ETPL Rate Rider LRAM and SSM Effective Two Years from Implementation $/kW
CPC Rate Rider LRAM and SSM Effective Two Years from Implementation $/kW
WPPI Rate Rider LRAM and SSM Effective Two Years from Implementation $/kW
ETPL Rate Rider for Global Adjustment Sub-Account effective One Year from Implementation $kW
ETPL Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kw
CPC Rate Rider for Global Adjustment Sub-Account effective Two years from Implementation $/kW
CPC Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kW
WPPI Rate Rider for Global Adjustment Sub-Account effective One Year from Implementaton $kW
WPPI Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kW
Rate Rider for Tax Change effective until April 30 2012 $kW
Retail Transmission Rate — Network Senice Rate $kW
Retail Transmission Rate — Line and Transformation Connection Senice Rate $IkW
Wholesale Market Senice Rate $/kWh
Rural Rate Protection Charge $/kWh
Regulated Price Plan — Administration Charge $

GS>1000 to 4999 kW

Senice Charge $
Smart Meter Charge $
Distribution Volumetric Rate $kW
Low Voltage Senice Rate $kW
ETPL Rate Rider LRAM and SSM Effective Two Years from Implementation $/kW
ETPL Rate Rider for Global Adjustment Sub-Account effective One Year from Implementation $kW
ETPL Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kW
Retail Transmission Rate — Network Senice Rate $kW
Retail Transmission Rate — Line and Transformation Connection Senice Rate $kW
Wholesale Market Senice Rate $/kWh
Rural Rate Protection Charge $/kWh

Regulated Price Plan — Administration Charge $
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$226.60
$1.1000
$3.4664
$0.7099
$0.2647
$0.3481
$0.1653
$2.6824
-$0.6597
-$4.7823
$6.6561
-$2.9573
-$0.9799
-$0.0206
$2.4575
$1.2953
$0.0052
$0.0013
$0.2500

$2,862.06
$1.1000
$3.9753
$0.7635
$0.2091
$2.1192
-$0.5212
$2.6692
$1.3929
$0.0052
$0.0013
$0.2500
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Large Use

Senice Charge $ $10,715.28
Smart Meter Charge $ $1.1000
Distribution Volumetric Rate $/kW $1.9941
Low Voltage Senice Rate $kW $0.0733
ETPL Rate Rider LRAM and SSM Effective Two Years from Implementation $/kW $0.2149
ETPL Rate Rider for Global Adjustment Sub-Account effective One Year from Implementation $/kW $2.1775
ETPL Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kW -$0.5355
Retail Transmission Rate — Network Senice Rate $/kW $2.9591
Retail Transmission Rate — Line and Transformation Connection Senice Rate $/kW $1.5800
Wholesale Market Senice Rate $/kwh $0.0052
Rural Rate Protection Charge $/kWh $0.0013
Regulated Price Plan — Administration Charge $ $0.2500

Street Lighting
Senice Charge $ $3.80
Distribution Volumetric Rate $/kW $14.9986
Low Voltage Senice Rate $kW $0.5482
ETPL Rate Rider LRAM and SSM Effective Two Years from Implementation $kW $0.1093
CPC Rate Rider LRAM and SSM Effective Two Years from Implementation $/kW $0.1936
WPPI Rate Rider LRAM and SSM Effective Two Years from Implementation $/kW $0.0561
ETPL Rate Rider for Global Adjustment Sub-Account effective One Year from Implementation $/kW $1.1686
ETPL Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kW -$0.2723
CPC Rate Rider for Global Adjustment Sub-Account effective Two years from Implementation $/kW -$3.5978
CPC Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kW $2.1865
WPPI Rate Rider for Global Adjustment Sub-Account effective One Year from Implementaton $/kW -$1.0044
WPPI Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kW -$0.3328
Retail Transmission Rate — Network Senice Rate $kW $1.8979
Retail Transmission Rate — Line and Transformation Connection Senice Rate $kW $1.6533
Wholesale Market Senvice Rate $kW $0.0052
Rural Rate Protection Charge $kW $0.0013

Regulated Price Plan — Administration Charge $ $0.2500



Sentinel Lighting

Senice Charge $

Distribution Volumetric Rate $/kW
Low Voltage Senice Rate $kW
ETPL Rate Rider LRAM and SSM Effective Two Years from Implementation $/kW
CPC Rate Rider LRAM and SSM Effective Two Years from Implementation $/kW
WPPI Rate Rider LRAM and SSM Effective Two Years from Implementation $/kW
ETPL Rate Rider for Global Adjustment Sub-Account effective One Year from Implementation $/kW
ETPL Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kwW
CPC Rate Rider for Global Adjustment Sub-Account effective Two years from Implementation $/kW
CPC Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kW
WPPI Rate Rider for Global Adjustment Sub-Account effective One Year from Implementaton $/kW
WPPI Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kW
Retail Transmission Rate — Network Senice Rate $kW
Retail Transmission Rate — Line and Transformation Connection Senice Rate $kW
Wholesale Market Senvice Rate $kW
Rural Rate Protection Charge $kW
Regulated Price Plan — Administration Charge $

Embedded Distributor

Senice Charge $
Smart Meter Charge $
Distribution Volumetric Rate $/kW
ETPL Rate Rider LRAM and SSM Effective Two Years from Implementation $/kW
ETPL Rate Rider for Global Adjustment Sub-Account effective One Year from Implementation $/kW
ETPL Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kwW
Retail Transmission Rate — Network Senice Rate $/kW
Retail Transmission Rate — Line and Transformation Connection Senice Rate $/kW
Wholesale Market Senice Rate $/kwh
Rural Rate Protection Charge $/kWh

Regulated Price Plan — Administration Charge $

Exhibit: 1
Tab: 2
Schedule: 2
Page: 13

$5.25
$17.3901
$0.5482
$0.1373
$0.1143
$0.1018
$0.0000
-$0.3421
-$3.5374
$3.7014
-$1.0992
-$0.6037
$1.8979
$1.0003
$0.0052
$0.0013
$0.2500

$2,219.86
$1.1000
$4.2434
$0.2744
$2.7806
-$0.6839
$3.5709
$1.8369
$0.0052
$0.0013
$0.2500



Unmetered Scattered Load

Senice Charge $

Distribution Volumetric Rate $/kWh
Low Voltage Senice Rate $/kWh
ETPL Rate Rider LRAM and SSM Effective Two Years from Implementation $/kWh
CPC Rate Rider LRAM and SSM Effective Two Years from Implementation $/kWh
WPPI Rate Rider LRAM and SSM Effective Two Years from Implementation $/kWh
ETPL Rate Rider for Global Adjustment Sub-Account effective One Year from Implementation $/kWh
ETPL Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kWh
CPC Rate Rider for Global Adjustment Sub-Account effective Two years from Implementation $/kWh
CPC Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kWh
WPPI Rate Rider for Global Adjustment Sub-Account effective One Year from Implementaton $/kWh
WPPI Rate Rider for Deferral/Variance Account Disposition effective One Year from Implementation $/kWh
Retail Transmission Rate — Network Senice Rate $/kWh
Retail Transmission Rate — Line and Transformation Connection Senice Rate $/kWh
Wholesale Market Senice Rate $/kWh
Rural Rate Protection Charge $/kWh
Regulated Price Plan — Administration Charge $

microFIT Genertator Service Classification
Senice Charge $

Arrears Certificate

Easement Letter

Credit reference/credit check (plus credit agency costs)

Returned cheque charge (plus bank Charges)

Account set up charge/change of occupancy charge (plus credit agency costs if applicable)
Special Meter Reads

Meter dispute charge plus Measurement Canada Fees (if meter found correct)

L A I i

Late Payment - Per month %
Late Payment - Per annum %
Collection of account charge-no disconnection

Collection of account charge-no disconnection after regular hours
Disconnect/Reconnect at meter-during regular hours
Disconnect/Reconnect at meter-after regular hours

LR R - o

Disconnect/Reconnect at pole-during regular hours

Exhibit: 1
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$3.00
$0.1347
$0.0020
$0.0004
$0.0006
$0.0000
$0.0005
-$0.0009
-$0.0123
$0.0113
-$0.0004
-$0.0002
$0.0054
$0.0036
$0.0052
$0.0013
$0.2500

$5.2500

15.00
15.00
15.00
15.00
30.00
30.00
30.00

1.50
19.56
30.00
165.00

65.00
185.00
185.00



Temporary Senice Install & Remowve - overhead - no transformer
Temporary Senice Install & Remowve - underground - no transformer
Specific Charge for Access to the Power Poles $/pole/year

Transformer Allowance for Ownership - per kW of billing demand/month
Primary Metering allowance for transformer losses - applied to measured demand and energy

One time charge, per retailer, to establish the senice agreement between the distributor
and the retailer

Monthly fixed charge, per retailer

Monthly variable charge, per customer, per retailer

Distributor consolidated billing charge per customer per retailer

Retailer consolidated billing credit per customer per retailer

Request fee, per request, applied to the requesting party

Processing fee, per request, applied to the requesting party

Request for customer information as outlined in Section 10.6.3 and Chapter 11 of the Retail
Settlement Code directly to retailers and customers, if not delivered electronically through the
Electronic Business Transaction (EBT) system, applied to the requesting party

Up to twice a year

More than twice a year, per request (plus incremental delivery costs)

Total Loss Factor -- Secondary Metered Customer < 5,000 kW
Total Loss Factor -- Secondary Metered Customer > 5,000 kW
Total Loss Factor -- Primary Metered Customer < 5,000 kW
Total Loss Factor -- Primary Metered Customer >5,000 kW

“

%

$
$

$/cust.
$/cust.
$/cust.
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500.00
300.00
22.35

(0.60)
(1.00)

r

100.00
20.00
0.50
0.30
(0.30)

0.25
0.50

no charge
$2.00

1.0483
1.0161
1.0379
1.0060
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BUDGET DIRECTIVES

Revenue Forecast

Energy sales and revenue forecasts were compiled to reflect the most recent information available.
Historical sales were normalized for a weather correction as outlined in Exhibit 3, Schedule 2. The
normalized consumption was used to prepare the revenues sales and throughput volume and revenue
forecast at existing rates for fiscal 2011.

Operating and Maintenance Expense Forecast
The operating and maintenance expenses for fiscal 2011 Bridge year and the 2012 Test year have been
incorporated into the revenue requirement contained within this application.

Capital Budget
All capital expenditures are budgeted on a line by line basis based on need and forecasted customer
growth. Details on capital projects can be found in Exhibit 2, Tab 2, Schedule 3.
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CHANGES IN METHODOLOGY

The following is a summary of the changes in methodology requested by Erie Thames in the current
proceeding:

a) Capital Structure
Erie Thames plans to use the Board’s deemed structure.

b) Return on Equity
Erie Thames has used the most recent Board approved methodology for determining the return on equity
in this Application.

c) Return on Debt
Erie Thames has applied the most recent Board prescribed rates for short and long-term debt.

d) Interest Rate Applicable to Deferral/Variance Accounts
Erie Thames has applied no change to the current methodology in existence for Deferral/Variance
Account interest rates in this application.

e) Cost Allocation & Fully Allocated Costing Study
Erie Thames did complete a cost allocation study. Erie Thames has included in this application a Cost
Allocation study that meets with the guidelines.
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DETAILS OF CAUSES OF DEFICIENCY IN 2012 TEST YEAR

The deficiency of $609,251 (Exhibit 6) is the result of the combination of a number of factors — some of
which are identified below.

Factors that tended to reduce the revenue requirement include:
1) The lower overall cost of capital resulting from lower debt rates and the lower return on equity;

2) The elimination of certain expenses as a result of the amalgamation of WPPI, CPC and Erie Thames
such as audit fees, registrations.

Factors which have tended to increase the revenue requirement:

1) The increased asset base resulting from the increase in assets from the reorganization prior to the
amalgamation;

2) The increased asset base resulting from the increase in assets from construction of expansions and
the replacement of facilities;

3) Inflation; and,

4) Additional requirements related to smart meters and other regulatory changes and requirements.

Another factor that has contributed to the deficiency is the change in forecast for the large industrial
customers that have left the system or reduce their demand and consumption.



Service Quality Indicators 2010 Clinton Power

Service Reliability Indices with Code 2 Outages

Month

January
February
March
April

May

June

July
August
September
October
November
December
Totals

Total Customer Total Customer

Hours of
Interruption

21
3

2

3
54
0

0
516
1
12
34
1
647

Interruptions

28
12

11
72

1032
1

16
27

1
1204

Total Number
of Customers

1671
1671
1671
1671
1671
1671
1671
1671
1671
1671
1671
1671
1671

Service Reliability Indices without Code 2 Outages

Month

January
February
March
April

May

June

July
August
September
October
November
December
Totals

Total Customer Total Customer

Hours of
Interruption

21
3

2

3
54
0

0
516

12
34

647

Interruptions

28

12

11

72

1032

16
27

1204

Total Number
of Customers

1671
1671
1671
1671
1671
1671
1671
1671
1671
1671
1671
1671
1671

SAIDI

0.01
0.00
0.00
0.00
0.03
0.00
0.00
0.31
0.00
0.01
0.02
0.00

SAIDI

0.01
0.00
0.00
0.00
0.03
0.00
0.00
0.31
0.00
0.01
0.02
0.00

SAIFI

0.02
0.01
0.00
0.01
0.04
0.00
0.00
0.62
0.00
0.01
0.02
0.00

SAIFI

0.02
0.01
0.00
0.01
0.04
0.00
0.00
0.62
0.00
0.01
0.02
0.00
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CAIDI

0.75
0.25
0.50
0.27
0.75
0.00
0.00
0.50
1.00
0.75
1.26
1.00

CAIDI

0.75
0.25
0.50
0.27
0.75
0.00
0.00
0.50
1.00
0.75
1.26
1.00

Page: 1



Service Quality Indicators 2010 West Perth

Power

Service Reliability Indices with Code 2 Outages

Month

January
February
March
April

May

June

July
August
September
October
November
December
Totals

Total Customer Total Customer

Hours of
Interruption

1781
19

176
13
239
22

104
84

1
2442

Interruptions

475
16

153

475
22

0
139
105
1
1397

Total Number
of Customers

2199
2199
2199
2199
2199
2199
2199
2199
2199
2199
2199
2199
2199

Service Reliability Indices without Code 2 Outages

Month

January
February
March
April

May

June

July
August
September
October
November
December
Totals

Total Customer Total Customer

Hours of
Interruption

1781
19

176
13
239
22

104
84

2442

Interruptions

475
16

153

475
22

139
105

1397

Total Number
of Customers

2199
2199
2199
2199
2199
2199
2199
2199
2199
2199
2199
2199
2199

SAIDI

0.00
0.81
0.01
0.00
0.08
0.01
0.11
0.01
0.00
0.05
0.04
0.00

SAIDI

0.00
0.81
0.01
0.00
0.08
0.01
0.11
0.01
0.00
0.05
0.04
0.00

SAIFI

0.00
0.22
0.01
0.00
0.07
0.00
0.22
0.01
0.00
0.06
0.05
0.00

SAIFI

0.00
0.22
0.01
0.00
0.07
0.00
0.22
0.01
0.00
0.06
0.05
0.00
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CAIDI

0.00
3.75
1.19
1.00
1.15
1.62
0.50
1.00
0.00
0.75
0.80
1.00

CAIDI

0.00
3.75
1.19
1.00
1.15
1.62
0.50
1.00
0.00
0.75
0.80
1.00

Page: 2



Service Quality Indicators 2010 Erie Thames
Powerlines

Service Reliability Indices with Code 2 Outages

Month

January
February
March
April

May

June

July
August
September
October
November
December
Totals

Total Customer Total Customer

Hours of
Interruption

2953
2877
3147
3184
5747
6609
21970
22070
22046
22120
24158
25382
162263

Interruptions

1808
1778
1894
1916
2986
4626
8464
8518
8517
8585
9860
11021
69973

Total Number
of Customers

14463
14469
14472
14475
14477
14479
14481
14483
14485
14487
14490
14495
14495

Service Reliability Indices without Code 2 Outages

Month

January
February
March
April

May

June

July
August
September
October
November
December
Totals

Total Customer Total Customer

Hours of
Interruption

108
31
301
338
345
552
1267
1366
1343
1416
2550
3774
13391

Interruptions

48
18
134
156
159
246
596
650
649
717
1194
2355
6922

Total Number
of Customers

14463
14469
14472
14475
14477
14479
14481
14483
14485
14487
14490
14495
14495

SAIDI

0.20
0.20
0.22
0.22
0.40
0.46
1.52
1.52
1.52
1.53
1.67
1.75

SAIDI

0.01
0.00
0.02
0.02
0.02
0.04
0.09
0.09
0.09
0.10
0.18
0.26

SAIFI

0.13
0.12
0.13
0.13
0.21
0.32
0.58
0.59
0.59
0.59
0.68
0.76

SAIFI

0.00
0.00
0.01
0.01
0.01
0.02
0.04
0.04
0.04
0.05
0.08
0.16
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CAIDI

1.63
1.62
1.66
1.66
1.92
1.43
2.60
2.59
2.59
2.58
2.45
2.30

CAIDI

2.25
1.72
2.25
2.17
2.17
2.24
2.13
2.10
2.07
1.97
2.14
1.60

Page: 3
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ERIE THAMES POWERLINES C ORPORATION
FINANCIAL STATEMENTS

DECEMBER 31, 2010
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ERIE THAMES POWERLINES CORPORATION
INDEX TO AUDITED FINANCIAL STATEMENTS
DECEMBER 31, 2010
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LRIF THAKES MIWERLINES CORTORATION
EALANCE SHEET
AS AT BECEMBELR 31, 2000
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ERIE THAMES POWERLINES CORPORATION
STATEMENT OF RETAINED EARMNINGS
FOR THE YEAR ENDED DECEMEER 31, 2010

2010 2009
Balance, Beginning of Year § 298,010 583233
Change in Accounting Policy (note 20£)(111)) 3 (lal.no
Restated Opening Retained Earnings 298,010 422,233
Assumption of Emplovee Future Benefit Ghligation (note 12) (250,474 (253,227
Met Income 247,119 129004
Balance, End of Year §_ 574655 §_ 202010

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.



ERIE THAMES POWERLINES CORPORATION
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STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2010
2010 i 2009 Lo
Elkectricity Revenue $30. 203 536 $36,428 344
Cost of Power I3 038373 30,739 578
Ditribution Revenue 6,255,163 100.00 5,088,766 10000
Expenses
Billing and collectng 073,550 15.55 THE, 233 13.51
Cornroumity relations 214 2ad 343 152,494 2.68
Direct operation 2 220,082 I6.45 1,950,030 34.28
Office and adrimstration 674,550 10.7% 574,166 10,09
Regulatoryard profe ssional 254557 4.07 120,244 1%.72
4,395 555 7028 4235167 7428
Income from Operations Be fore
the Folbwing 1,239,184 2072 1,443,590 2592
Amortization 1177338 1582 101771 17.89
Inte rest iz orne on ve gulatory assets 37,1840 {0.5m) (65,2617 (1.15)
Interest 175,126 12.44 211,720 14.27
Income from Op erations
Before Oiher Income and Tax (59.178) (085 (300 640% (5,20
Other Income
Inte rest income 14,242 0.4 5,541 .10
Service revemE 158,453 12.13 511,703 &.9a
Grain on sale of eqpoprme nt - - 4.000 -
173,295 1237 541644 9.08
Income Before Income Tax 114,119 11.42 221,004 ER]
Payments in Lieuof Inc ome
Taxes (note 16)
Chrrent 137,000 2o 2 (00 L62
et Income $__S27119 __gds F_laoond —lr

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.



ERIE THAMES POWERLINES CORPORATION

STATEMENT OF CASHFLOWS

FOR THE YEAR ENDED DECEMEER 31, 2010

Cash Flows from Operating A ctirities
Het meorme

Ttetns niot requirng an outlay of cash:
Lrmortization
Crain on sale of equiprmernt
Post retiverment henefit chligation

Change s in von-cash working capital balances:
&coonunts rece Trable
Iroeentory
Prepaid expenses
Payroent i lien of income taxes
Regulatoryassets
Acoounts payable and accrmed liabilities
Custorer deposits
De to related parhes
Met Cash Provided by (Used in) Operating Activities

Cash Flows from Finan ing Ac tirities
Increase in long-terrn dehbt

Cash Flows from Investing Ac tirities
Additions to propertyy plant and equipraent
Proceeds on disposal of equiprment

Intatgible assets
Net Cash Used in Investing Actirities

Met Ine rease (Decrease) in Cash

Cash (Bank Indebiedness), Beginning of Year

Cash (Bank Indebiedness), End of Year

Supplemental Cash Flow Information
Interest pend

Payroent m lien of 1ncorme taes

2010 2009
§oo5a7U1e § 129004

1,177,338 1,017,711
- 40007
2,402 2,000

1,112,259 1,1447715

(11658915 (588,649
(12,2731 (66,623)

(1,262 4262
206,544 (196,260)
(1,325,155) 70,775
517,942 206,757
200,523 (53,470)

(4201100 2835715
(273,723 3,406,562

511,420 65,855

(14676170 (1,79415%)
£ 000

- (16,535)
Alggreldy  iLa0lool

(1,229.911) 1,670,426
G2, 426 (23,000
(547485 § AR2436

823800 §_ 811780
fUlRzed 424207

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

Mature of Op erations

The Cmtario Government enacted the Enerey Cornpe tition &ct, 1998 to introduce competiion to
the Omtario electricity roarket b the year 2000, Trder the tetins of this legislatior, the Ontario
Ererzy Board (the "OEBR" wgulates mdusty participants by issuing licences for the rght to
getierate, tramsmmit, distrbute or retul electicity. These licences recuive commpliance with
established market rules and codes. The Ortario Government operned the Omtario electricity
tnatket o competiion on Ivhwl, 2002,

Ene Thames Powerlines Corporation ("the Cormpsany) 18 wholly owned by ERTH Corporation
who is in hun owned by tle following mine rowdcipalities, each of whom has one woting
cornmmon share: Aylmer, Central Elzin, East-Forra Tawvistock, Ingeraoll Morsich, South-West
Creford, fora, West Perth and Central Huron:

The Coripany carries on the business of distributing electricity to the following coramities:
Lxdrer, Beackwille, Belrnont, Burgessville, Erabro, Ingeranll, Morwich, Otterville, Port Stanles,
Tavistock, and Thamesford.

Significant Accounting Policies

The financial state raents of the Corapany have been pre pared byrrnanage rment in accordance with
Canatian generally accepted accounting principles, as modified by regulations and policies set
forth in the Ontario Energy Board Sccounting Procedures Handbook. Those policies that are
considered to be particnlarly sizroficant are ouflined below:

ia) Property, Plant and Eepmpenent
Property, plant and equptnent are recorded at the far market walue of the assets transferred
frorn the MWaracipal Hedro Electne Comrmssions fo the Cormpany on Sugust 31, 2000, and
subseqient to Sugust 31, 2000, at cost on the date of porchase. Properts; plant and

ecuiprent are awortized over their useful Ives using the straightlire method over the
followire penods:

Buldings 25 ears
Plant and & qpuipenent
Lautoraotive equiprnent & Tears
Corpnter eguipraent 5 wears
Service, office and other eguiprne nt 10 g ars
Transrrission and disttbution system 25 wears

Construe hon work n progress are recorded at cost urntl such tirne that the asset 13 completed
and available foruse at which point it 15 amortized over 1ts nsefil life

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

2.  Hignificant Accounting Policies (cont.)
b} Contribations to Prope iy, Flant and Equiproent

Contributions ave recenved from developers and contractors for capital costs incurred by the
Company.  These contrbutions are included as a rednction to the cost of the related
Froperty, Plant or Equipenent when thoss assets are placed in service .
ic) Rewverme Fecogmtion
{1} ElectdcitySales
The Corapany follows the practice of cyele billing of custorer's accounts and revenne 13

recogrized i the period consumed. Estimated enstorier nsage from the last billing date
to the sear end (unbilled revenne) iz included in revenue.

(1) Interest Income

Inferest mcomwe on outstandivg custoraer accounts 15 recognized o a tiwe proporion
basis, taking account of the principal outstanding and the effecttve rate over the period
to mahwity; when it is determined that such meomme will accrue to the Comparsy,

(1) Service Resenue
Service reverme is recoghized as service is perfonmed.
(d) Pension and Other Fetivernent Bene fit Flans

(1) The actuaral determination of the accrued benefit oblizations for other refirement
benefits uses the projected berefit method prorated on service, which incorporates
management's best estirnate of cost escalation, refirement ages of emplotzes and
actuarial factors,

ii1) Past service costs arising from plan amendmwents are deferred and armortized on a
straight-line basis using the cormdor me thod over the average remaining service period
of eraplonees acttve at the date of armendrment.

i1if) When the restrochiing of a hene fit plan grees rss tohoth a eartailvent and a settlerent
of ohligations, the curfailiment i3 accourted for prior fo the settlernent.
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

2.  Hignificant Accounting Policies (cont.)

(8] Fmancial Instruments
The Company's financial assets and financial lasbilities are classified and measured ag
fiolloars;
= Cagh iz classified as held for trading and is measured at fairvalne. Grains and losses
related to periodical resaluation are recorded m net meorme.
= becounts recelvable and regulatoryassets are classified as loans and recervables and
are initially measwed at fair value and, subsequently, at amortized cost nsing - the
effectre interest rate method.
= Aecounts payable and accrued liabilities, regulatory lisbilities, custorer deposits,
due to related party and long-tenn debt are classified as other habilities and ave
mitially mieasured at fair walue and, subssquently at amortized cost uasng the
effecte interest rate method.

if) Finaneial Effects of Tistribution Rate Regulaton

The financial results presented are in accordance with generally accepted accounting
principles and withan that fravnework the Corapany accounts for the npact of regulatory
actions in the following manner:

(1) PFegulatory Decisions to Adjust Distibution Rates

In the event that a regulatory decision 15 rendered, peovidimg regulatory appeoeeal and
certainty o the recogrition of an asset or creation of a liakality and culrainating in an
adjustrnent to the Compangts distibution rates, such occwences are imediately
reflected in the Cormpany's acoounts.

i11) Regulatory Direction and Practice

In the dhsence of megulatory decision impacting rates, and where the Company is
require d byre gulatoryaccounting practice or dive chion to accuranlate balances for futme
rate recovery or create liabilities for futme discharge, those amounts are recorded in
accordance with that regulatory direction. Danagement assesses the firhare unce rtainty
with respect to the final regulatoey disposition of those ameounts and o the extent
required, makes accounting provisions fo reduce the deferred balances acowrmmlated or
to ircrease the recorded lishilies. Tpon rendering of the final regulatory decisions
adjusting distibution rates, the provisions are adjusted to reflect the fival irpact of that
decizion, and such adjustiment 1z reflected in vet earnings for the period.

Lrounts cwrently confirmed by final regulatory decisiorn, and amounts currently
acconnted for in the abeence of final regulatoryde cision togethe rwith related provisions
tor future uncertainty, are more fallydescribed in note 5 1o the financial staterments,
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2.

ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

Significant Accounting Polickes (cont)
(11} Fegulatorybalances

Effectrre Jaruary 1, 2009, the Corpany adopted the changes to CICA Handbook
Secton 1100 - Generally Ascepled Accounfing Principles. The amendment to this
section reraoved the ternporary exeraption pertairing to the application of the section to
the recognition and measurernent of assets and liahilities arsing from rate regulation. In
response fo the removal of the exemption, the Cotapanyrestablished accounting policies
for the recogmbon and measrement of assets and liabilites anang from rate
regulation. In accordance with the Canadian GAAP hierarchy guidance framework
outlined in CICA Handbook Section 1100, the company has deterrmined that its assets
and liabilities arising from rate regulation qualifyy for recogrition mder Canadian GALT
and thiz recognition is constant with 0.5, Staternent of Financial Sccounting 5tandards
Wo. T, Accounfing for Effects of Cerfain Types of Regulafions ("FASTI™). The
cornpany concluded that its policies for assets and lishilities avising from rate regulation
were consistent with the primary sources of Canadian GAAF and were developed
through the exercise of professional judgment.

(1) Income tax expense

i)

Effectrre January 1, 2009, the Company adopted the changes to CICA Handbook
Section 3445 - neome Taxes, which states that, as a mte regulated entity, future incorne
tax assets will be retmmed to custormers as the v are recovered. &5 aresult, all increases
or decreases in future income tax assets are offset by a regulatory lability, Az at
December 31, 2011 the Compary has recorded a fiture incorme tax assets of $362,000
and a correspording regulatoryliability of $362,000 (rote 5.

Fate Sethng

The distbution rates of the Corporation are based on a reverme requrement that
provides a regulated Mairrn Alowable Retum on Ecquity (CWARE™) on the armonnt
of shareholders' equity supporting the business of electricity distdbution, which 15 -also
deterrained by regulation. The Corpany files a rate application with the OFB arrmally.
Bates are typicallyeffective Dayl fo Lyl 30 of the following vear. Accordingly, for
the first four months of 2010, distibution reverne is based on the rates appeoved for
2008, Omee every fowr years, the Corpany files an Electicity Distribution Rate
applicatinn (“EDR™) whete rates are rebased through a cost of service review. In the
te rvening wears an [ncentnre Fate Mechanisn application (“TRIVT) is filed. A cost of
service EDE application is hased npon a forecast of the amount of operating and capital
expenses, debt and shareholder’s equity regquired to suppornt the Company’s business.
Ln TRV application results 1n a formulale adjustment to distibubion rates to 1nereass
distribution rates for the annual change in the GDP IPI-FDD net of a produ: ety factor
and a “Streteh Factor” determined by the relatiee efficiency of an electricity distibutor.
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2.

ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

Significant Accounting Polickes (cont)

The Corapany’s last cost of service EDR application was rade in 2008 and approved on
Cetober 27, 2009 with rates effectme Decernber 1, 2002, Such decizion prosaded for
2008 service  distibution revenue mequirement and rate base of §6,578,355 and
$22. 246,774 respe ctive Iy Such areounts do not inelude provision for the revestnent of
the Corapary in the Smart Ileter Indtiative, further elabomted below

The Corapany has filed IRV appheatons to adjst its rates effective Iay 1, 2009 and
Whywl, 2010, Accordingly the Comparss’ rates were increased b 0.908% effective May
1,2009, The Coraparsy’s 2010 IRI application was approved on June 29, 2010 with an
increase in distbution rates for the annmal change in the GOP [PLFDD of 1.20%, net of
a productbeity factor of 0.72% and a “Stetch Factor” of 060% determined by the
relatree efficiency of the Corapany.

In December 2009, the OEB concluded a Cost of Capital proceeding with the issnance
of a final report. The report principally dealt with the adequacyand deteneanation of
the Ivaxrenwn Bllowable Retwm on Eouty ("IWVIARE™). The Board has acknowledgzed
that it needs to refine and reset its orrent forvaala for detenmining WMARE o
1) acknowledze and incorporate a utilityspread off of Canada long-bonds within the
Equity Rigk Preriurm (“ERFP™) to better reflect utility hormowing costs {initially
141 Shps),
if) to inclode a S0bps “fansaction cost” component within the ERP to reflect
egtitnated transaction costs related to uhlitrborowings, and
i1} reduce WIARE volatility from anroal changes m the Canada long-bond and iy by
rechucing the annual adjustreent factor from 0.75 10 0.5; and
1w} reflect a more realistic and “fair™ hase nsk premium for Local Distribufion
o panies.
The method of transition to the new WISEE 15 through a Cost of Service Application
giriilar to the 2006 EDE. &pplication. The Corporation will file such an application in
2011 with an effective date of Dlay 1, 2012

%1 Sroart Ivleter Initiative

The Provance of Ontario has comtted o hawe “Smart Weter™ electricity meters
mstalled m all homes and srall businesses throughout Cmtario by the end of 2010.
Srnart hleters permnit consumption to be recorded within specific fime intervals and
specific tarffs o be levied within such interals,

In support of this motiatree, the Corpany corpleted its deplowvrnent of Smmart hleters
throughout 2009, 2010 and early 2011, with 13,116 Smart Ileters deplote dby the end
of 2010, Successful testing with the provincial Mleter Data Management Bepositony
{“TWIDWWIE"™) will be completed in 2011
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2.

ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

Significant Accounting Polickes (cont)

In December or 2010, the Company submitied an application to the OFEB for the
consideration and approeal of a THilifeSpecific Sraart IEter Punding Adder in
accordance with the Smart MWeter Funding and Cost Recovery Guideline of the OEB.
O Spoal 7, 2011, the Application was approved as filed. The Application prosaded for
a newr rate adder of'$1 .74 per metered customer per month, beginning by, 2011

i71i) Gre en Enersy and Green Economy Act

In early 2009, the goverronent tabled the Green Energy and Green Economsy Act
COEGEL™).  This new legislation makes fundamental changes o the roles and
responsibiliies of LTDC's in the areas of renewsble power generation, conservation and
dernand management delivery, and the deselopenent of sraart distrbution grids:

The Green Energy and Green Econormy Lot provades LDC's with the freedom to own
and operate a portfolio of renewable power generation and will penmit ther to prosade
distrint heating services in thelr commraamities through co-generation . LDC's will also
bear added responsibilities to assist and enable consuners to reduce their peak dernand
and conserve energy in an effort to meet provincial conservation fargets. LDC's will
also gaih new responsibilifies in transformang thenrr local distibufion networks into
stnart grids harmessing advanced technologies to facilitate the connection of srnall-acale
gererators and the two-way flow of information.

ity Mew LD Lice nee Reguirernents - Conservation and Dernand Managerent Tarzets

O Nosverober 12, 2010, the CEB amended TDC licenses to melode recpurements for
achieving certain CDL targets over a fonr wear period comrmencing January 1, 2011,
The Compary’s CDIV targets include a demand reduction target of 42E80W and a
conswnption reduction target of 1546000TWhH LDC's must also comply with a new
COM Code of the CEB, wlich prosades LDC requirernents for the deseloperent and
delivers of CDI Strategy to the OER for the achdevernent of LDC-specific CDM
tarzets, arrmal accounting and reporing to the COEB, and elighility critera for
performance imcentrve pastnents. The Company has filed its CDD Strategy with the
CER

izl Pawments in Lien of ncome Taxes (PILs)

The Compatyuses the Hability e thod for accounting for PILs. Under this e thod, futore
paymment in leuw of income tax assets and lisbilities are recognized for differences betareen
the carryang value of assets and liabilities foraccomnting parposes and their re spe ctive wvalues
for payment in len of mcome tax purposes. These differences are measured using
substantrvely enacted tax rates applicable for the period in which those differernces are
expected to he recovered or settled. To the extent that there iz uncertaintsy regarding the
recovery of a fiuture pawinent v lien of income tax asset, a waluation allowance reducing the
futre pavanent in leu of incomme tax asset iz recorded.
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2.

ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

Significant Accounting Polickes (cont)

(k)

(1

)

(k)

Goodwill and [ntangible Assets

Foodwill and mtangible assets acomired indmidually or as part of a group of other assets are
imtally recogmized and measured at cogt. The cost of a group of infangible assets acquired
in a transaction including those acouired i a business combination, are allocated to the
indradual assets hased on their relative fair walue. Intansible assets with finite lbves are
atnortized on a straight-line basis over their estimated useful lves, Orgamzational clarges
are arnorhzed over five years. Goodwill and intangible assets with mdefivdte nseful Irnes ave
not amortized and are tested for fapaimoent anmally or more frequently if events and
changes in circumstances indicate that an asset might be impaired.

Irrventors

[rrventories conast priranly of matenals and supplies. Ierns considered to be rajor firtore
components of property, plant and equpeoent are tramsferred to property plant and
equiperent. Irventories ave caried at the lower of cost and et realizable walue, with cost
de termmired on an average costbasis netof a provision for obeolescence,

Irmpanment of Long-lived Assets

Long-lreed assete are tested for recowverability when events or changes m ciremrnstances
indicate that their carrang walue mavnot be recoverable. Ay Bnpattnent loss 1s recoghized
when the carrying walue exceeds the total undiscounted cash flow expected from their nse
ard eventual disposition. The araount of the ropairrent loss is determined as the excess of
the carryng value of the asset over its fharwalue

Use of Estitnates

Tle preparation of the financial staternents of the Compary in cordormmdty with Canadian
gererally accepted accounting peinciples reques matazernent to rake estimates and
assurnptions that affect the reported araounts of assets and labilities and the disclosure of
cottinzent assets and lishilities at the balance sheet date avd the reported amownts of
reverne and expenses during the reporting period. Actoal results could differ from these
& atimates
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2.

ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

Significant Accounting Polices (cont)
i1y Futare &eccounting Changes
(1) International Financial Beporting Standards ("TFRS ")

Om February 13, 2005, the Canadian Acecounting Standards Board confinmed the pablicly
accountable enterprises will be reguired to adopt IFES i place of Canadian generally
accepted accounting principles for inferim and anvmal reporting parposes for fiscal swars
beginning on of after January 1, 2011, On Septeraber 10, 2010, the &c5B decided to
pennt rate-re gulated entifies to defer thewr IFRS 1rple mertation date to Javmary 1, 2012

The Cormpany has an internal inttiative fo govern the corrersion process and is currently
in the process of evaluating the potential npact of the comwersion to [FRS on its
financial staternents. Although the impact of the adoption to IFRS on the Compars's
Balance Sheet and Income Statement is xot wet reasonablyde terminable or estimable, the
company does expect a sgwificant increase in financial staternent disclosure
recuirements resulting from the adoption of IFRS, and is designing the systems and
related process changes, which will be regured v order to peoside the additional
infonnation required to make these disclosures.

Gren the contiued uncertamty around the trang, scope and evertual adophon of a
rate-regulated accounting standard urder [FES and the potential matenal mapact of these
stardards on the Corpany’s financial staterents, the Corapany has decided to apply
IFES to its finawcial staterents endivg Decerber 31, 2012 with restaternent of the
arounts recorded on the opening IFRS balance sheet as at January 1, 2011, for
cornparatte parposes. The company contitmes to assess the 1mpact of the cormersion to
IFRES on its wesults of operation. At this time, the impact on the Company’s firtore
tinancial staterne nts cannat be determdred.

3. Accounis BEeceivahle

2010 2009
Energy, water and sewer $ 3,738,065 % 3075903
Urbilled energy 4. 128 009 3,506,353
Service revernes 363,212 4%1 746

$_8220803  § 7,064,002

el e

The arnonnts shown ahove are net of allowance for doubtfal aceounts of $250,000 (2009 -
$214.5289,
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

4. Property, Plant and Equipment

Cost A cumulated et et
2010 Amertization 2010 2009
Land F 138928 & - 132928 128624
Buildingzs 136,363 47,224 29,139 a2,050
Plant and ecpmi proent 1,074,034 577,384 496,650 451,050
Transraizsion and distibution
systeIn 24872275 1312025 17,560,250 17,034,536
Construction work in progress - - - 556,365
Erpuiperent under eapital
leases S64064 20947 213907 -

f2Ea70. 084 B R0TE00 $lE545064 Fl2252685
Chming the year, the Company recorded amortization of $1,174,067 (2009 - §1,017,711),

5. Regulatory Assets and Liahilities
Begulatory assets consist of the followns:

2010 2009
Fetail setlerme it varianoes (a) 31,768,703 % 2658754
Special purpose charze wariance (b) 0,205 -
Late pawnent penalbes s tflernent (o) 51,909 -
1,370,917 2,638,724
Recoveryof regulatory assets 1.572 003 1 504.028)

$_3.440010 F 2064755

Fegulatory liabhilitie s consist of the following:

2010 2000
Regulatory asss te vecove ryac count $ 32202 § 32200
Future paymment in liewof income tax habiity 262,000 297,000

$_ 3942002 F 320902

The OFEB approved an Infern Fate Order for Dlasy 1, 200%, that effectwely remosed the
recovery allocation of the regulatory assets arounts untl the final Cost of Serace Rate
Application was appeoved. The new Cost of Service Fate Order appeowed b the OEB,
effecttve Decerdber 1, 2008, includes an allocation of the recoversyof the low voltage energy

wariances. The reraaivder of the regulatory assets will be recovered based on Hzwre rate
orders.
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

Regulatory Assets and Liabilities {cont)

ia) Betail settlerment vanances repre sent arounts accnrolated since the operang of the electricity
market on May 1, 2002, The s warianees are cormprised of varlance s be tween armonnts charged
by the Independent Electicity Iarket Operator and amounts billed to custorers plus
variances from seftlernent and fransmission charges. In the ahsence of rate regulations, thess
costs (reve e s) wiold be charged to the penod me wred.

iby On Bpedl 9, 2010, the OER mmforreed electricity distibutors of a Special Purpose Charge
aggegament under Section 26.1 of the Ontario Exergy Board Act 1992, for the Ministry of
Eretzy and Infrastocture corservation and renewsable enersy peogram costs. The CEBR
assessed the Company $152 675 for their apportioned share of the total provincial arount of
the Special Purposs Charge of $53,695,000 in accordance with the rules set out in Ontario
Begulation 66710 In accordance with Section @ of the Special Purpose Charge Regulation, the
Corapanyis allowed to recover this balance, The recovery is expected to be aclueed cvera
one-vear period, which began on Ny, 2010

i) The late pawment penalties settlement account relates to the settlement costs accrual
agzoclated with the late pawnent charges class action (note 17 and 217, &11 of the Tlunic ipal
Electricity Utilities ("WEU") irvolved in the settlerent, imcluding the Corapany, have
requested an order from the OER allowing for the fubuwe recovers from custormers of all costs
related to the setflement.

id) Dernand side managernent ("CELT") amounts are expenses incwred in accordance with CER
rales and regulations and represent costs to the Corapany of literature provided o ife
custorners and capital expenditures to provide enerey conservation, In the absence of rate
regulations, these costs would be charged to the period incurred.

Goodwill
Cosi Accumulated et et
2010 Amortization 2010 2009
Croodwill 100000 $ 23333 576867 % 74867

&t year end, managerient tested goodwill and determmed that there was no mupanient of
goodwill
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

Demamnd Operating Loan

Through a mireor banking agweernent with its peavent corepany the Corapeany has svalable to its
s au%rﬁ,EIDD,I]I]I] revolving line of credit. The Company provides a guarantes on this facility, as
ontlined in note 14,

Customer Deposits

Custorner deposits are obtared as secwity for energy consmnphon. On an antmal hasis, intere st
1z caleulated and credited to the customers' ufility accounts. Also meluded are secarity de posits
rece Ived for constuc tion projects.

Related Parties

The Cormpary has a contract with ERTH Corporation for maragement serices and rental of
facilities nzed byrthe Compansy,

The Company has contracted CRU Solutions Ine, Eealiber (Canada) Ine., and ERTH3AN
Generation & Consulting Ine, companies wrder common control, to provide the following
srvice s malktenance and nperades to the exishng capital wdastroctore of the Corapansy, billing
and collec ion services and administrative services

The contracts between the Company CEU Solutions Ine., Ecaliber (Canada) Ine, ERTH3A0
Generation & Consulting Inc, and ERTH Corporation are measared at the exchange amount,
which is the amount of consideration paid or recerved as established and agreed to by the related
parties, unless noted othe nwize

Chmng the wear, CRU Solnfions Ine. tramsferred to the Company five bucket tucks and one
backhoe under capital lease at the canying araount of the assets recorded in CEU Solutions Inc.
acconnts (note 110a)),  In exchange the Company asteed to assane the remaining lease
obligations of the capital leases at the carrang amount of the liabilitsy

The rewenue reflected m the financial staterments wicludes the electicity revenue for the sale of
electricity to ERTH Corporation, CRU Solutions Ine., ERTHS6E0 Generation & Consulting Inc.,
and the rounicips] facilities located in the coramunities of Sodwer, Beaclmalle, Belmont,
Burgessville, Embro, Ingersoll, Noranch, Otterville, Port Stanley, Tanistock, and Tharnesford in
the aracunt of $1,671.854 (2009 - $1,327.226), Thes tatsactons are in the normal course of
operations at rates approred by the Ontario Ene rgywBoard.
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

Related Parties {cont)

Chring the sear, the Corpanyparchased and sold the following seriices from related parties.

CRU Sohdions Inc.
Prarchase of capitalize d ite 1s

Sale of operahions, maintenance and adinistrs fvee services
Purchase of operations, mainterance and adrivastrative services

ERTH360 Generation and Consulbting Ine.

Purc hase of capitalize d tte1s
Purchase of operations, mainterance and adrministrative services

The 5Pi Growp Inc.
Parchase of consulting services

ERTH Corporation

Purchase of manageme nt ssrvice s
Rent

Ecaliber (Canada) Inc.

Purc hase of capitalize d ite s

Sale of ope rations and adrwanistrative services

Parchase of operations, mainterance and advirastrative services

Uiilismart Cozporation
Purc hase of capitalize d tte s
Puarchase of consulting services

Clinton Power Corporation

Sale of operations and mainterance
West Perth Power Inc.

Sale of operahons and mamterarce

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.

2010 2009
$ 52211 $1,234009
(130,618 -
132 427 557,552
$_ 54080  $1,791.561
$ 367,184 & -
4,582 ;
Lo3FEATS. By o
22139 f_ -
$ 973210 § 919157
207435 D
$ladlgds  $L063.673
$ 12050 4 -
(116,724) ;
200,267 LOgg 763
$_704533  $L069.763
$ 9095 § 4197
106,553 110556
$_ 115682 $.115.053
$ 22794 § -
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

Related Parties {cont)
&t the end of the year, amounts due from related parties are as follows:
2010 2009
CRIT Solutions Inc § 34202 § =
West Perth Power Ino. TELD =
Clinton Power Corporation 47523 -
Coutler Water Ivk ter Service Ine, aals -
$o__o20oa § =
&t the end of the wear, amourite due to related parties ave as follows:
2010 2009
ERTH Corporation b 4433584 § 4415348
CRIT Solations Inc. - 211,037
Ecaliber (Carada) Inc. 404,964 491,200
Cineor Tlity S olotions (Canaday Tid. - 2813
Utilistrart Corporation 11,242 3,689
The 5P Group Ine. 510 -
ERTH3A0 Generation £ Consulting [re. 117,088 18,282
dhicus Managerment Solutions Inc. - 1,575
Towm of Lylmer

—ladae 124121
$ol0l6a7 § o420 675

The companies are related as follows:

ERTH Corporation owrs 100% of the 1ssued ard outstanding shares of West Perth Power Inc,
Clinton Power Corporatior, CRU Solutions [ne . and ERTH Holdimgs Inc.

Eealiber (Canada) Inc,, ERTH360 Generation & Consulting Ine. Coulter Water Service Meter
Inc. and The 3P1 Group Inc. are whollweowned subsidiaries of ERTH Holdings Ine

Cmeor Tlity Solufions (Canada) Lid. iz & whollwowned subsidiary of Abicus Wlanage ment
Solnfions Ine., which iz joittlyeontrolled b ERTH Holdivgs Ine

Utilismart Corporation 18 jomdl yeontrolled by FRTH Holdings Ine
The Town of Lxdmer iza shareholder of ERTH Corporation.

Belated Party Long-Term Deht

The long-ferrn debt represents amounts owang to the moreipal shareholders of ERTH
Corporation for purchase of the respectne Dbwacipalityts Hydmw Electie Comrussion's net
assete. The rate of interest iz cwrverdly 7.25%, and 12 set br the Board of Directors, fromn tivee to
tirne. There are no fixed repayment terms associated with the principle outstanding and no
principal arounts are anticlpated tobe paid over the vext taebve tmonthe, The loan iz secured by
a second position Ceneral Secwrity Sgreement covering accounts recelvable, Imventory and
eqquprnett, including rootor vebicles.

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.

1z

Exhibit: 1
Tab: 3
Schedule: 2
Page: 2



ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

10. Eelied Party Long-TermDeh t (cont.)

1L

The amounts owing to the municipalities are as follows:

2010 2009
Artmer $ 1694263 $ 1604363
Central Elzin 206,436 206,436
East Zorra Tavistock 560,073 569,073
Ingersall 3,402,080 3402080
Morwich 763,755 163,755
Southwest Oxford 192,062 1612 062
Torra 610,255 610,255

$_8038.534 § 2038514

Chving 2010, $582,793 was charged to interest expense for interest on related party long-term
debt (2009 - $583.322), The fair market walue of this note pasable at December 31, 2010 is
$11,279.711

Long Texm Deht
2010 2009
Capital lease chligation (a) § 524019 % 2
Bank loans (h) S2. 365 B5855
ST1,284 63,855

Less: current portion of long-term debt () R ] (137261

SJggges f_JSaldl
a) Capital Teagse Oblization

Dring the year, the Company transferred frorn CBEUJ Solntions Inc., a related party the
remaining capital lease oblizations of five Freightliner bucket trucks and a backhoe. The
wehicles are being leased for a perind of six o seven years on warious contracts that began
b tuveen 2005 to 2009 The nterest rate irapated in the s leases range from 2.5%-8 8

The following 15 a schedule of the fiutwe minimmn lease pasuents of the capital leases,
together with the balance of the oblization.

Year ending Decerber 31,2011 4 219931
2012 181,216

2013 112,051

2014 46,284

2015 15,709

Total rinirern lease payments 581,191
Less: araount representing inte vest 56,273
Balance of obligations 524919
Legs; current portion (1947413
$__ 330,178

i it i |

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmciol statepments.
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

11. Lomg Term Dehbi (cont.)
b} Bank Loans
2010 2009

Financing  Loan repawmble in monthly
mstalments of $604, with a 0% nterest rate

maturing August 2014 31,725 38,657

Financing Loan repawmble 1n  monthly
instalime nts of $579, witha 1 9% interest rate

matiing Septerher 2014, 20,640 27168
52385 B3,855
Less: Current Portion (135 850 (13, 726)

§_38515  f_Sda9
) Carrent Portion of Long-termn Debt
2010 2009

Capital lease chlization 194741 % -
Banlk loans

— 13850 ., 13728
208501 13736

The agzregate principal portion of long-terrn debt and capital lease paynents required ineach of
the next five wears are as follows:

Yearending Decernber 31, 2011 § 208591
Deceraber 31, 2012 120,414

Decernber 31, 2013 124972

December 31, 2014 45380

December 31, 2015 14007

$ 577384

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

12. Post-Retirement Benefit Oh ligation

Chinng the vear, the Cormpany underaent 2 corporate recrgarazation resultivg in the movetnent
of emploves s from cerfain affiliated entities o the Company. Per cormpary policy, this resulted
i the Company asmuning fature henefit oblizations of those retrenched employees.. Aaza result
of this change, opening retained eamnings decreased by $250.474 and postretivement be nefit
oblization e reased by $250,474 at January 1, 2010

a) Pension Plan

The Cormpany has a pension agreement with the Ontano Tvluracipsl Emplowees Be irement
Systern Funds ("OWERS "), which 1s a rolti-em ploser plan, on behalf of its emplosees

The plan is a contibutory defined berefit plan which specifies the amount of refirerment
benefits to be recenved barthe emplowees based on the lensth of service and rates of pay. As
the plan iz a rulh-emploser plan, it 15 accounted forasa defined conttibution plan as allowed
under Canadian Gererally Accepted Accounting Principals. Contibutions by the Cornpany
are 6.4 for employes eamings below the years maxinmm personable earmings and 975
thereafter.

For the wear ended Decernber 31, 2010, the Company's CWERS current serace penson costs
were $141,468 (2009 - $106,415)

by Emplosee Futare Benefits Other than Pension

The Cormpany provides redical and 1ife msurance benefit coveraze fo certun retivees of the
Corpany. Elizible retirees are provided health coverage until the age of 65 and life insurance
coverage i provided to ve ivees who have at least 10 years of elizible serwvice. The obligation
under these plans is fimded by the Coraparcy and expensed in the year that it is peid.. Benefits
pard in 2000 armounted to $17,876 (2009 - §15,1999

Post-retirement benefits, other than petsions, are accroed during the weam which emploees
provide srvice to cerain of the comparies,

1) Total Cash Payments

Total cash payreents for exaplosee futare benefite for 2010, consist of cash contributed bz the
Corpary to its funded persion plans, cash paynents directly to bene ficiaries for its undunded
other henefit plans, cash contributed to 1t defined contribution plavs and cash contibuted to
its defined planwas $156,667 (2009 - $121 614

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

12. Post-retivement Benefit Obligation {cont.)
1) Iveasurerrent &otiaral Valuations Dates

Flan assets and the accrue d benefit ocblization were measured based on the actuanal waluation
cornpleted as of Decernber 31, 2010, The next reguired waluation willbe as of Decernber 31,

2011,
&pered Bene fit Ohligation
2010 2009
Lssumption of hene fit ohligation 341368 § 243949
Service cost 1200 15,199
Interest on projected plan benefits 1£,700 17,7728
Actuanal lnss 35,173 23,722
Bene fits paid (17,276) {9.764)
Bene fit oblization atend of war §__S2d5es  §__gopaod
Beconeiliation of the Accrued Berefit Chhzation to the Balance Sheet Accrued Bene fits
Liability
2010 2009
Licerue d benefit chlization $ sE4565 § 0 290439
Unrecognized ret actuarial loss (704620 (35213)
Leerned benefits lability S 9 LA T R P
Significant Assurptions
The significant assumptions used are as follows:
2010 2009
Discount rates applicable to post-re tre ment benefits
other than pe nsions and benefit costs 5750 a.50%,
Rate of compensation increase 3.50%, 3.50%
Ultirrate dental care cost 4.00%, 4.00°%,

For Decerwber 31, 2010, medical costs are assuned to increase at 10% reduced by 0.5% per
wear to 5% over 10 wears.

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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13.

14.

15,

16.

ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

Laithorized

Tnlimited noraber of corarnon share s
2010 2009

Iszued capital
10,000 comrnon shawes fanaesdd 8 0ae sad

Guaraniee

The Comparny has guaranteed the operating and temn loans of its parent company ERTH
Corporation up to 25% of the Company's ecuity or $2,153,295 The loans are secured hya
Creneral Secwity Lgreement covering all assets of the Cormpary and a pledze of the shares of the
Company. &s the Corapany does not expect to be i a posiion where it would need to honour
this guatantee in the foreseeabls future, no lishility has been recorded in these finamncial
state rents.

Prud ential Support R ey uireme nis

Erie Thames Powerlines Corporation, as a Local Distrbution Compeny under the Energy
Corpetiion Aet, 1992 B30 posted prodential support oblizations on matket operdng, MWayl,
2002 wwith the Electic Independent Mlarket Operator. The prdertial support ohligation as at
Tane 24, 2008 was $1,586,703 and had not changed as at Deceraber 31, 2010, Tle prudential
support e quirerient is honoured throughea lefter of credit.

Payments in Lieu of Income Taxes

The provasion for payreents 1n ben ("PILs") of imeorne taxes differs frora amounts which wonld
be caloulated by applang the Cormpansts corbine d statutoryine ome tax rate as follows

2010 2009
Income from continuing operations before FlLs $ 714019 221,004
Statutory Caradian Federal and Provineial incorme fax rate 31.00 % 33.00 %
Basic rate applied to incore before PILs 221,217 12,951
Oither (34370 12063
Provvision for payrent in lisu of incorae ta $__127000 §___ 92000
Effective fax rafe 2619 ¥ 4] 63 ¥

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.

23

Exhibit: 1
Tab: 3
Schedule: 2
Page: 2



16.

17.

ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2010

Payments in Lieu of Income Taxes (cont.)

The Company as of Decernber 31, 2011 has recorded a future paymme st in lien of income tax asset
of $362,000 {2009 - $207,000) and futwe income tax regulatoey Habiity of $362,000 (2009 -
$297 000), based on substardizely enacted income tax rates.

Significant compons nts of the Corpanys fidure incorme tax assets and regulatory lHability ave as
follovars:

2010 2009
Froperty, plant and equiprrent $ 150000 § 20,000
Intangihle assets 63,000 70,000
Regulatoryadmstme nts TE,000 72,000
Post-re tive ment Penefits Oblization 71000 g 00

$__262000 §__ 207000
Contingent Liahility
Elacfric DN sfribufors Assosiafion

Bor Order dated Tuly22, 2010, the Ontario Superior Cowt of Justice consolidated and appeoved
the seftlement of two clags actions against the Cormpany one commmenced in 1994 and the other,
agairst all Omtario WIEUs, i 1998 The actions sought $500,000,000 and $64,000,000,
respectively, in restitution for late paynent charzes collected by thewn frora their customers that
welr n excess of the interest limit stipulated in section 347 of the Criminal Code. The claims
tnade against the Compary and the defiration of the plamtiff classes were identical in both
actions such that any damages pasable by the Company in the first action would reduce the
darnages pavable by the Corpany in the second actior, and vice vers

The July 22, 2010 court order forroalized a setflernent parsuant to wlach the defendant IWIEUs
will pay the amount of $17,000,000 plus costs and taxes in settlement of all claims. The amount
allocated for paymment byreach WET is its proporionate share of the settlerment arount based on
its percentage of distibution serace revernme over the penod for which it has exposwre for
repaynent of late payrnent penalties exceeding the interest rate limit m the Crirnal Code. the
Company’s share of the settlement amount was expected to be $51,909 mmmble on June 30,
2011. Under the setflerment, all the NMEUs irwoked in the setflement, imeluding  the Comypany,
have recpuested an order from the OEB allowing for the fubwe recovery from customers of all
costs related o the settlernent. The Company has accrued a lability and & coresponding
regulatoryasset in the amount of the dbove (note 213,

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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19,

ERIE THAMES POWERLINES CORPORATION
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAE ENDED DECEMBEER. 31, 2010
Commiimenis
Lagse comnofments

The Commpany has entered info vanious operating lease agreements. The firhire o am anmal
payrnents under operativg leases are as follows:

Yearending Decernber 31, 2011 t 4388
December 31, 2012 4 368

December 31, 2013 4 368

December 31, 2014 4 368

December 31, 2015 4 368

December 30, 2016 2358

f2dlos

Purchase comnofments

In light of the forth cowang adophon of the IFRS standards, mavasernent undertook an
assesgime nt of their curent financial reporting svstern. It was deferrnined that the cwrent systern
would not be IFRS compliant and a new systern would be required.  Affer the appropeiate due
diligence was performed, the Cormparor signed a porchase coranitrnent for the installation of a
new financial reporting syster. This corersion will take place during 2011,

Financial Instruments

&3 a rate-regulated entity;, the natare of the Company's operations are defined and restricted by
regulation. Financial operations and risks are also substantially influenced by regulation, limiting
the necessity to engage in nsk mitgation strategies rrolving the use of demmeatmres or hedges,
and the Corparey did not enzaze in those antrites during the fiscal wear.

The cormpany has adopted CICA Handhook Section 3861~ Finaneial Wsfrments for disclomre
prposes as the Corpany's financial metraents are not subject to disclosure reguire rments under
Section 3262 or 3263 of the CICA Handbiook

a) Credit Bisk
By regulation, the Company s responsble for collecting both the distibution and energy
portions of the electicity bill. On awverage, 1635 of amounts billed o customers are for
distribution charges and 244 of the bill is encrgyrelated. Tnless the retailer elects to bill the
custorners divectly for the energy porfion of the bill, the Companyis exposed to a credit nsk
substantiallygreater then their portion of the elec e ityball.

IWlitigation of substantial losses is provided throngh the opporhraty to apply for recoversy for
those losses through distmibution rate adjustrments in fature wears, if appeoved by the regulator,
Additiorally, regulation peovides for certain custorers to provade security deposits for a
prescribed period of period to mifizate collection loss.

The Corpanyis not exposed to a sigwificant conce nivation of credit rsk within any customer
segmet or hdividual custornet.
The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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20,
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENNTS
FOR THE YEAR ENDED DECEMEER 31, 2010

Financial Instruments (cont.)
k) Fair Values

The fair walues of the Corgpary's financial assets and liabilitie s approxitate their book values
unless otherwise disclosed.

o) Interest Fate Fisk

The Corapany is subject to the risks associated with debt financing, includivg the risk that
existing indebiedress secured by the property may notbe refinanced or that the terms of such
refinancing mav not be as favourable as the terms of existing indebtedness. The Company i3
exposed o interest rate risk as it assets are held as seennty for the parent compary's
comminercial loan facilities. The Cormparey does not nse ary hedging instruretits to raitigate its
nsk.

Cap ital Disclosures
Tle Corapany's main objective 13 to enawe ongoing access to funding to maintain and dapeoe
the electicity distrbution systern of the Compargy,

&z at Deceraber 31, 2010 the Compars's definition of capital includes shareholder's equity and
lorg-terrn debt. As at Decerber 31, 2010, shareholdets' equity arounts to 2,613,179 (2009 -
$2,336,534 ) and long-term debt amounts to $2,615,208 (2009 - $2,104,379). The Company's
structure as at Decernber 31, 2010 1z 50% debt and 50% ecpuity (2009 - 49%, debt and 51%
ecpuity), There have been no changes in the Company's aproach to capital management during
the war.

Sub sequent Events

Late Payment Class Action

O February 22, 2011, the OER issued its final decision allowing for LDC to recover the
settlement amount of $51,909 for the Company from customers over the perind commencing
Ivkarl, 2011 and ending &pel 30, 2012,

Amalpamation of Rale Repulaled Endifies

Subsequent to year end, the Company entered into formal proceedings to amalgamate Ene
Tharnes Powetlines Corporation, West Perth Poweer Ine. and Clinton Power Corporation, Final
CER approval was receDred in late Blarch 2011 o amalgamate these entiies. The amalgamation
1z expected to be corpleted i Jure 2011,

Comparatire Ficures

Certain comparattee figmes bave been reclassified to conformn with the financial staternent
presentation adopted v the current year.

The ottoched duditors' Beport and potes fimw o igepral padaf these aud bod finmciol statepment.
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2 o= KPRAG LLP Telephane |5 19) 6724330
Chartered fooo mtants Fax K9] T2 4
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FO B 2905

Landan, OH RS G2

AUDITORS' REPORT

Tothe Shareholders of Erie Thames Pamerlines Corparation

We have gqudited the balance sheet of Erie Thames Powerlines Corporation as at December 31,
2009 and the statements of income, retained earnings, and cash flowes for the ywear then ended.
These financial statement are the responsibilty of the Company's management  Our
res ponsibility &5 t0 express anp opinion on these financial statements based on our audit

e conducted our audit in accordance with Canadian generalty aceepted auditing standards.
Those standards require that we plan and perform an audit to obtain reasonable assurance
wuhether the financial statem ents are free of material mizstatement. An audit includes examining,
on 3 test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit ako includes assessing the acoounting principles used and significant estimates made
by management, as well a8 evaluating the owerall financial statement presentation.

I our opinion, these financial statement present fairky, inoall material rezpects, the financial
position of the Company as at December 241, 2009 and the results of itz operations and its cash
flowes for the year then ended in accordance with Canadian generally accepted aceounting
principles.

The zomparative amounts were audited by another firm of Chartered Accountants.
k//ﬂﬂf & X
_‘_'_,_,_.--'_'_'_.-_‘__'__'

-

Chartered Accountank, Licensed Public Accountants

London, Canada

April 22,2000
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ERIE THAMES POWERLINES CORPORATION

BALANCE SHEET

AS AT DECEMBER 31, 2009

ARSETS
2009

Currenl Assels
{Cash 5 BEZAZG
Aecowmts recetvoble (note ) 14002
[rwentrry BA.AE1
I'repaid cxpenses 54,256
Faymenn in lien af meome laxes rocoveralle G267
THIE9
Property, Plant and Eguipmenl (note ) | H.I58,685
Future Pavment in Lico of Invome Tax Asser 297,000
Hegulatory Assers [note J) ERILERC
Coudwill (notz &) TohnT

$akAsa.017

LIABILITIES AND SHARFIHIOLDER'S EQUITY
Currend Liallidies

Demand operaticg kian 5 -
Accounts paveble and acorued Tichilities 5474 592
Repulatory Labilitics (nate 5) Pl L
Custiner deposis (note 7) 7192205
Fayments in lisw of income tazes payahle -
et related party (aote B3 428,075
| 2023 734
Long-term Debn (note 4) 8038224
Paost Retirciment Benefir Obligation (note H1) L5227
Shareholder's Equity
Share capital (note 1) 3.0033. 524
Retained cernngs R L
4,336, 552

528,656,017
Contingent Linhilities (notes 120 14 and 16}

AFPROVED ON BEHALFR OF TIIE BOARD:

Azg

[hreciug

Qf,}! /;_rg{f
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208

P 5
B4 75,354

4'- it
17487, 2484
|6 10RO
2,135,506
Th.nbd
Sef 7T Shs

B EAATH
5,201,979
31,202

843 T
105,411
2541.059
4,717,289

238,524

#.038,524
SR1.Z31
B.421,755

526,377,508

[Mrector

. o A £ |
P bl Diainies” Rlapr] ool v Joan an (el oed o thess nw.l-r.'u_,'.ul:|r.\'.mr:r:|rc.'nnr.'.'.
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ERIE THAMES POWERLINES CORPORATION
STATEMENT OF RETAINED EARNIMNGS

FOER THE YEAR ENDED DECEMBER 31, 2MHW%

HS 2{HHE
Balance, Begiming of Year £ 583231 £ 23043
Change in Adcounting Policy {note 2{1){i)) {161 4R -

Accumption of Employee Future Banefit ObLigation {note 14) (253207 =—r—

Restated Opening Retained Exrmings 169 004 23 943
MNet Ik oime 1289 {HM 550283
Balance, End of Year £ 208 {H18 £ 583731

The attachies dndivgs' Repoct ang nokes B mn nbegrad pock of Hie e oueied’ fingncial skrrenears,



ERIE THAMES POWERLINES CORPORATION

STATEMENT OF INCOME

FOER THE YEAR ENDED DECEMBER 31, 2MHW%

Ekctricity Revenue {note 13)
Cost of Power
Detribution Revenue

Expenses
Billing and collecting
Cormmuotity rela tions
Diitect 4 petatish
Dffice atd adtninistrating
Bepulatory atul protissional

Ini-oome from Operations Before
the Following

Snortzation

Interest isone oh repolatory assets
Interest

Ini-oome from Orperations
Before Oiher Income and Tax

Onther Incoime
Interest income
SEFVICE TEVETILE
Gath on sale of equiptnett

Income Before Income Tax

Fayments in Ligu of Income
Taxes {note 15)
Lottt
Futore

MNet T oome

The attachies dndivgs' Repoct ang nokes B mn nbegrad pock of Hie e oueied’ fingncial skrrenears,
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2 % 2HIE %
£36 428 344 £34, 786 25{
RITATE Rk PRI TS
5,688,768 1 O 5,738,493 1000
763,233 1350 536452 271
152,484 258 47 320 .70
1,95 034 3422 3,585 5 33.20
574,166 160008 244, 509 9.6
18244 13.72 415 854 £.17
Saasled —L A i el —tdl
1,453 500 257 1,859.223 27.5%
1,417,711 17.2% 040,932 1410
{65,261) {115 {142 864 213
511780 1427 11475 1055
{34H B4R {528 341 080 508
5,841 .10 16,764 £.25
511,743 A5% 573,064 2.5
B 1 a7 - -
521,644 .15 504728 2.74
227,004 9.28 937,308 13.22
92 {HH} 1.82 343,524 517
- - 24 {HH} o8
1 1] _lax B N -7
£ 129 M 208 5 550288 £.2%




ERIE THAMES POWERLINES CORPORATION

STATEMENT OF CASH FLOWS

FOER THE YEAR ENDED DECEMBER 31, 2MHW%

Cash Flows from Operating Activities
et o

Ttetns ot tequiting ah gutlay of cash!
At fzation
Gaih oh gale of squipsaent
Futute pasanent i ben of tax asset
East fetivement beneft obligation

Chatiges it fusn—cash wiotking capital balatees:
Ascoutts receivable
Trvvetit oty
Prepaid expenses
Baytoent m len of inoodne tanes
Eepnlatory assets
Aocoutts payable and accied liabdlities
Fepnlatory liabiities
Cuostotnet depriats
Drue to related parties

Met Cash Provided by Operating Adctivities

Cash Flows from Investing A ctivities
Ldditiang 1o propetty, plant atd equoptasnt
Broceeds on dispesal of equiptment
Decteads i hote tecervable

Net Cash Used in Dovesting A Ctivities

Met Inicrease {(Decreass} in Cash
Cash {Bank Indebtedness), Beginming of Year
Cash {Bank Indebtedness), End of Year
Supplemental Cash Flew Information

Interest praid

Baytoent 1 lisn of incotne taxes

2009 2008
5120004 & 550288
1417711 040 432
{4, 044) :
x 24 1KY
2000 .
1,144715 1533224
{588,640 SAF7 AWK
{66,633 -
{12,578 7.445
(196,860) {195 206)
375 161,185
272,613 617 062
= {265 561
(53,470 63,934
2885716 {2031331)
3,455,579 397,749
{1,794,153) (1,818,528
9 00 -

= 20 3
(1785153 {17290224)
167426 (1392475
__[BER OO0 4475

S__gazdog b [083 4N

£ 871193 %

17025

S__ZERERt 5243724

The attachies dndivgs' Repoct ang nokes B mn nbegrad pock of Hie e oueied’ fingncial skrrenears,
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ERITE THAMES POWERLINES CORPORATION
NOTES TO THE FINAMNCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, MH%

MNature of Dperations

The Ortarte Gowvertinent snacted the Energy Competition Act, 1998 to miroduce competition te
the Citatio electticdty tatket by the year 200 Under the terrns of this legidation, the Ontario
Enetgy Board {the "OEB") repulates tadustry patticpatts by issumg bicences for the tight to
pehetate, tratgtot, disteibute of tetarl slectiicity. These Licetwes tequite compliahee wdth
established matket roles and codes. The Ontarie Government opened the Ontario slectiaty
tratket 10 cotnpetition on hiay 1, 2HEL.

The Cormmpany s wholy owned by the lowing seven tmunicpalities, sach of whotm has one
ot cottien share: Aodtaer, Central Blgm, East-Zorra Tavistock, Ingersoll, Notwech, Sooth-
West Datied and Fotta.

Erie Thames Powerlines Corporation careies on the business of distributing electricity to the
llewing cotnutities: Solier, Beachwille, Belraont, Burgessville, BErabeo, Inpersoll, Motwich
Otterville, Port Stanley, Tavistock, and Tharmedord,

Significant Accounting Folicies

The fmatidal staternents of the Compaty have been prepared by maro gernent i aceordatee with
Canadian penetally accepted accourting prieples, as modified by repulations and policies set
thrth i the Drtatic Brerpy Board secounting Procedures Handbook Those policies that are
sotgidered to be particolatly significant arve ootlined below:

{2) Property, Blant and Equipnent

Eroperty, plant ahd equiptnent ate recorded at the S market valne of the assets taraterred
from the Municipal Hydre Electric Corumissions to the Commpany on Sopost 31, 20040, and
subsequent to Augost 31, 200, at sost on the date of porchase. Property, plant and
squiptaent are amortized over thetr usefil Fees nsing the strajght-line method over the
follovwite petiods:

Builditigs 25 years
Flant and equiptaent
Antomotive squipament B years
Coaputet squipaetit 5 years
Service, office and other equipent 1t years
Transtmsaicn atd distribotion system 25 yEars

Constins tiod wiotk i progtess ate tecotded at codt untd such titne that the asset s commpleted
atid availible fr e,
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ERITE THAMES POWERLINES CORPORATION
NOTES TO THE FINAMNCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, MH%

2 sigmificant Accounting Folicies {cont, }
(B Contributions to Property, Plant and Equipiment

Contributions ave tecetved from developers and cotttactors fr capital coats ineirred by the
Compary,  These contribotions are incloded as 3 redoction to the cost of the related
Property, Flant or BEquiprnent when those assets are placed i service.

() Revetune Recogritin
1) Electricity Sales

The Cotapatey follows the practice of cyele billing of costomet’s accouts and revetoe is
reco gruzed it the period consormed. Estitmated costomer nsage from the last billing date
to the year end {unbdled revenne) is eloded it pesvetoe.

{f] Interest Ineotne

Iiteredt iooime 18 tecopgtzed oh 2 tine proportion bass, taking account of the prrnepal
outgtanding and the effective rate over the petiod to matority, when it i3 deternined that
such medtne will acetus to the Cotpatiy,

(1) Setvice Bevetne
Service teverne it recognized 15 service is perfirimed,
{d] Pensios and Cther Betiretnent Benetit Plang

{f) The actuatial deterratnation of the accned benefit oblipations for other tetitement
benefits uses the projected benefit method protated on service, which incorporates
tnahapernent's best estitnate of cost escalation, retivemesnt ages of employess and
actuarial Tactors.

{if] Past service codts arising fomm plan amendments are defreed and amortized on a
straipht-line bass vaitye the cotridor method ovet the aveta g ternaiting service period of
etaployess active af the date of amendraent.

{itf] When the restrocturing of 2 berefit plan pives tise to both a cortailment and 2 settlemnent
of oblipationg, the cortailment is aceounted St prior to the settlement.
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ERITE THAMES POWERLINES CORPORATION
NOTES TO THE FINAMNCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, MH%

Significant Acoounting Policies (oot}

(#] Fitatwial Ingtrornents
The Compaty’s fnarcial assets and financial labilities are classitied and seagored as tollows:

« Cash i3 classified as held foe tradiye and 13 measured at foe saboe. Gatns and losges
related to peridical revaloation ate recorded mnet e

+ Auseiunts recetvable and tepnlatory assets ate clasaifed ag loans and recefvables and
are iitially measured at fair valie and, subsequently, at amortized cost ngng the
effetive titerest tate methad.

» Actoonts payable and acorned liabilities, tegolatory liabiities, oostemer deposts, doe
to related party and long-tertn debt ave classfied ag other Labiities and ave ditially
tneasured at fair valoe and, subsequently, at aortized cost wsng the eftbotive
et rate fethod.

{1 Fitatwial Bffeets of Distsibotion Bate Bepolatinn

The finatudal tesults presented are i accordance with penerally accepted aceoutting
principles and within that famewctk the Compaty aceounts for the impact of vegulatory
actiong i the Tollowing trantes

{i)

{

Bepnlatory Decsions 1o Sdjnst Distribution Bates

In the event that a repolatory decision i3 rendered, providing repulatory appeoval anad
sertathty to the recophdion of an asset of creation of 3 labdity and cultihating i ah
adjustroent 1o the Comparg’s disteiboution rates, soch ocoorrenees ate smmediately
teflected i the Cotapans’s accontits.

Bepnlatory Direction and Practice

It the absence of regulatory decision fpactitg tates, and where the Compatry 19
tequired by tepulatory accoutting practice of divection 1o accumuolate balanees iy fituree
tate recovery of create liabdities for fotore discharpe, those amounts are recorded i
accotdatee with that regulatory divection. Managetnsnt assesses the fotare oheettady
with respect to the firal repolatory disposition of those amoutts and to the extent
tequired, tnakes accounting provigons to tedoce the deterred balances accutmulated of to
icrease the recorded Habdlities. Upon rendering of the final repolatory decisions
adjusting dstefbation rates, the provigons ave adfosted to peflect the final dmpact of that
decdsion, and such adjostraent is reflected M et sarrings e the petiod.

Atngants corrertly contivmed By final repolatory decgon, and anourts currently
atcoutited for o the absetiee of final tepnlatary decigon topether with related preosisions
fivr future nncertainty, are more folly described i note 5 to the fnancial statements.
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ERITE THAMES POWERLINES CORPORATION
NOTES TO THE FINAMNCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, MH%

Significant Acoounting Policies (oot}
(g] Payments i Lien of Incotne Taves {PILs)

@

The Compaty uies the Eabslity method fr accounting for PILs. Under this smethod, fintore
paytnent it oo of oo tne taw assets and lHabilities are recoptuzed e differences betwes the
carrying valoe of assets and labilities for accounting purpo-ses and ther respective valoes
paytnent i hen of boome tay porpodes. These differetees ave measored waing sobstattively
enacted tax rates applicable fr the petiod i which those diferences are expected to be
tecoveted of settled. To the extent that thete 18 uneettainty reparding the recovery ofa fitore
payment in lien of incotne tax agget, 3 valnation allowance sedncng the fiture pagrnent in e
of eotme tat asset is recorded.

Goerdwinll atid Intanggble Assets

Goodwill and mtangible assets acquired mdrvidually or 2g patt of 3 groop of other assets are
ititially resoptized and measored at cost. The cost of 2 group of intangible assets acquired in
a transaction, melndmg those acqoired i a bositiess combination, are alloeated 1o the
individual asgets based of ther relative far value, Intatypible assets with fndite lHves are
atnortized o a steaight-lite Basis gver thedr estitnated nsefil lives. Goodwdl and mtanpgible
asgets with mdefinte wsethl kves ate not atnortized and ave tested for foparteent artmally or
tnore frequently fof events and changes th arewnstanees tdicate that an agset might be
itmipaited,

Inwentoties

Effectrve Tatwary 1, 2008, the Compary adopted Caradish Ingtiote of Chattered
Accountants {"CICA'") Handbook Bection 3031 - Jmesmteries, which is based on the
Internatiotal Acecontmy Standards Board's International Accoonting Standard 2 and
teplaced sxistig CICA Hatdbook Section 30383 Under this new standard, itventoties ave
tequited to be measured at the lewer of cost and net realisable value and aty iens
constdered to be major fiture components of property, plast and eqoipenett ate to be
tranaferred to property, platt and equipsment. The new standard also provides opdated
puidatice on the approprite methods of determirtng sost and the dapact of any waite-downs
to tiet realizable value. The implementation of this standard did not have any inpact o the
Commpany's tesults of opetatinng,

Livvetitoties cotaist prinariy of raatetials and supplies. Divettoties ave sartied at the lowet of
st and net realizable valoe, with cost deterrained on an average cost bags net of 3 provison
for obsolescetioe,
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ERITE THAMES POWERLINES CORPORATION
NOTES TO THE FINAMNCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, MH%

Significant Acoounting Policies (oot}

(1

Use of Estirnates

The preparation of the fnancial staternents of the Company in sonfornity with Canadian
getetally accepted accoortimpg peihiaples tequires tnatepetent 1o fnake estitmates and
asgurmptions that affect the reported amounts of assets and habdlities and the disclogure of
sttt assets and Habiities at the balanes sheet date and the reported armoonts of revetine
atudl expenses doring the reporting period. Actoal resuls could ditfer from these estirnates,

Iinpaittnest of Long-lived Assets

Lorg-lived assets are tested for recoverability when events of thanges i oronstances
ihddicate that theit sarryng valoe tay iot be tecovetable. A dmpartmeit 1085 3 Pecdghised
when the carrying valne escesds the total wdiscoonted cash fovw expected from their nge
and eventual dispostion The araoont of the gnpasirett loss 1 determined as the ewcess of
the carrying valoe of the asset ovet its fair valne.

1) Avcoonting Chatipes

{f) Generally Adsepted Scooutting Prineples

Effective Tatwary 1, 2000, the Compaty adopted the changes to CICA Handbook Section
11H - Fenaralby decopted decording Principles. The anendiment to this section rernoved
the ternporaty svetnplioh pettaiting to the application of the ssction to the teco grition and
meamrernent of assets and labilties atising fot ate regulation. In response to the
tetnval of the exerapting, the Compaty established accounting policies for the tecopdting
ard measurement of assets and Habdlities atismp frotn tate tegolation. In accordatce with
the Canadiah GAAP hietarchy poidance fratnework outlmed i CICA Handbook Section
1104, the cotapatey has detertnined that s assets and labilities arising feom tate repulation
quality fhe recopnition onder Canadian GAST and this recopnition i3 cotstant with U1E
Statetnent of Finaresial Aceoutting Statdards Mo, 71, decownttny for Effecs of Cardan
Tupes of Regulations ["FAST1").  The sompaty sotcloded that its policies for assets and
Labdlities arising frorm rate tegolation were consigtent with the pritnary sourses of Catadiat
GAAT and wete developed throngh the exercise of professinnal fodpnent. A a result there
was no changes i the Corapany's opetotg retahed eathings a3 at Tatmary 1, 2690 o the
Cotrpany's resnlts thotn opetations e the year etded Deocetnber 31, 2000 ag 2 teqult of the
adopticn of this section.
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ERITE THAMES POWERLINES CORPORATION
NOTES TO THE FINAMNCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, MH%

Significant Acoounting Policies (oot}
1) Accoonting Chatiges {cont.)
(] Iheotne tag sepetise

Effective Tatmary 1, 2009, the Company adopted the changes to CICA Handbook Section
3465 - fmookes Tares, which states that, as a rate regolated erfity, Future Incomne Tax
Hugsets will b teturhed 10 costotners ad they are recoversd. s a resolt, all mereases of
decreases i Poture Incorme Tax Assets are offset by a Bepolatory Liakiity,

That chatype has beet applied o 2 rettoactive basis without testatement of priot petiods.
Aug ag regult of this change, opetarg retained earmngs decreased by 5161000 and repolatory
lLiabdlities and fature iheodne tar assets tareased by 5207 0 and 136 MM pespectively at
Tatmary 1, 24HH.
(1) Futute Sccounting Chatges
{1) Intetnational Finatedal Beporting Standaeds {"IFRS")

O Febtuary 13, 2008, the Accounting Standards Board of Catada {"AcEB") confivtned
that publicly accouttable etterprises will be tequired to adopt IFEE ih place of Catadin
GAATP for teritn and atnnal teporting purposes e fseal pears Bepmning on of atter
Tatary 1, 24411,

A lomited nwmber of converged of FRE-based standards will be mcotporated into
Canadian (b AF prioy to 2411, with the rermainitg standards to be adopted at the change
et date.

The Cotnpatiy has ah iitethal titiatees 1o goveth the cofcerdon process and @3 cotterdly
it the process of evaluating the potential fopact of the cotrverson te IFBS on its fhanedal
statetnents,  Althoogh the dmpact of the adoption to IFRS on the Cotrpary’s Balance
Sheet and Incomne Statetnent © not et reasonably determmable or estimable, the
sotnpany does ewpect 3 gpnificant ereage i fratedal statetment disclogute requiretrents
regultmg from the adoption of IFRS, and iz despning the gystems and related process
chatges, which will be requited i ordet to provdde the additional mfhrrmation tequited to
take these disclosntes.

I Tuly 204040, the Internatinial Accoonting Standards Board {"TASBE") issued an eiposate
draft on tate regulated activities. The LASE staffhas postpotied preserting their analysis
of the tespotses to the LASE . This presentation raay melde optinns for the next steps of
the tate tepulated activities project. It i unclear at this time what the sutcote of the
[43B%s deliberations will be and howe that will sopact the Company®s repotting nnder
IFE.E.

At this ftime, the dtapact on the Compaty’s fotore fmaneil staternents cannot be
determmined.
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3, Accounts Receivable

2 2{HIB
Enerpry, water and sever £ 34075003 & 2061158
Urbilled ety 3,506,353 32174034
DEIGE PEVETLES 431748 2070 112

S 0ed 00 5475334

The atnounts showt above ate net of allowance for doubtfin]l accounts of §214.589 {2008 -
£339,337).

4, FProparty, Plan and Equipment

Lost Accumulated MNet Net
HHHS Amortisation HH 2{HIB
Latid 5 128684 5 = 5 128584 5 133584
Builditigs 130471 42 K21 EER I a7154
Plant arel squiptoent 1.8672471 463 17 1,200 3404 5 553
Tratatnissron atd disteibotion
systemn 22,625 K13 .348.335 16.276,193 16,867,153
LConstroction Witk i proptess 356364 - 356364 -

fasllofel SGAS30E3 Sli2ofsds 0 Allaiigas

Crutityg the sear, the Compatty tecorded amortizationof $1.017.211 {$949 032 _ 2008)

5 Regulatory Assets and Liabilities
Bepnlatory assets consiet of the llowing:

2{H 2HE
Fetail settletrnent vatiatioes £ 2838760 & 2733781
Detnand sule tnanagetnent sipenses - 14t 528
2658760 2876600
Beiovery ofregolatory assets {504 a0 {241 143)

£ 2464731 5 2135 506
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5 Regulatory Assets and Liabiities {cont,}
Bepulatory labalities sotsist of the tllovwing:

HHG 2{HHE
Bepnlatory assets vec ety aceount 5 322 5 32202
Future pagmett i len of teote tay Hability 2077 [HH} -

L. I 1 = . . - .

The CEB approved an Intersn Rate Order for May lst, 2003, that effectrvely removed the
tecovery allomatioh of the regolatory assets atnounts witdl the fnal Cost of Bervice Bate
Application was approwed.  The new Cost of Service Bate Order approved by the OFB,
effeetivwe Decetiber Tot, 2008, iwludes an allocation of the recovety of the low voltape etetpy
variangces The remander o8 the regolatory assets will be recovered based on fotore rate ordets.

{a) Baetail settlement variatees reprecent amounts aceutnnlated gnee the opening of the slecticty
matket on May 1, 2002, Thess vattatces ate cotaptised of vatiatees betwesn amounts chatged
by the Indepetident Electriorty hlatket Opetator atd atnounts badled to costomers plos
vatiatees feoen settlement and transmission chatges In the absence of fate repulatinns, thess
coeats {pevennes) wold be chatped to the period teuered.

{) Demand side managetnent {"TEM"] amourts ave sipenses incorred f ascotdatee with OEB
tules and eegolations and represett costs to the Compaty of literature provided to its
costorners and capital expenditores to provide enerpy conservation.  In the absence of rate
tepulations, thess costs {revernes) would be char ged to the period meotred.

& Goodwall
Cost A cewmul ated MNet MNet
HHK Amortization 2HH¥ MHHIE
Lol £ TiHbAHHY £ 23333 5 7ana7 L T 667

A year etd, tnanepernent tested gpoodwedl wsitg at ondiscoutited cash fAow methodology and
detertaited that thers was no impairent of goodwdl and thersfore no weitedown was required.

T Costomer Deposits

Custotnet depogts are obtated as sseutity for enerpy conanptinn Onat arenal basis, iterest is
calenlated and credied to¢ the customers” uility aceounts. Alsoe ielnded ars security deposits
tecetved e construction projects.
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ERITE THAMES POWERLINES CORPORATION
NOTES TO THE FINAMNCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, MH%

Eelated Farties

The Cotmpaty has a contract with ERTH Corpotation for tiatiagertent services and rental of
theilities nsed by the Compaty.

The Company has contracted CBRLT Solotions Ine, Ecaliber {Canada) Inc., and ERTH3a0
Geteration & Consulting Ine., compatdes under cotimon sottrol, too provide the following
serices tnatntenance atd upprades to the evisting capital ffbastroetore of the Compaty, billing
and collection services and adiministrative services.

The sotitracts betwesn the Cotapany, CRUT Solutions Te., Ecaliber {(Canada) Inc., ERTH360
Generatinn & Consulting Iné, and ERTH Corporatioh are measored at the exchangs atmoont,
which is the amoutit of consieration paid o tecetved 18 established and apreed to by the related
patti=s, nless tuted othervise

The tevetine teflected in the fnancial statemetits melndes the electiicty revetne for the sale of
slectricity to ERTH Corporation, CRLT Balotrans Ine, BEETHIG Genetation £ Cotaoltigg Ine.,
and the tonicpal fheiities located mo the cottmrdties of Sodtner, Beachville, Beltnont,
Butgessuille Enbee, Ingersoll, Moradch, Otterville, Port Starley, Tavisiock, and Thatnestied in
the atnount of $1.327 226 (51,166,913 1 2008). These tratsactions are in the noemal courge of
operationg at rates approved by the Ontatio Enerpy Board.

Dottt the year, the Company purchased the fllowing services fom related patties.

CRU Sphoticns Toc, 2HHR HHIR
Purchage of capitalized fterns S1234000 52021071
Putchage of operations, traittenatce atd adinindstratise servites 357.552 2. 866 Gl
$1791.561 55737751
ERTH Corporation HHIG 2{HIE
Putihase of tiata petent setvices 5 019,157 5 BedM
Bent S 2 —H0
L6367 5 883210
Ecaliber { Canada} Ine, 2HI% 2{HIE
Purchase of operations, matrdenance and administratie services L R e -
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B, Eslated Farties {comt.}

At the end of the year, atounts due to related parties ave a3 follovws:

2008 2HE
ERTH Corporation 54415348 51430406
CELT Solutions Ine 311037 837,873
Ealiber {Canada) I, 487, BiH} -
Dneor Thility Sohitions {Canada) Lid 2,813 -
Uhtilisrnart Corprora tion 3 680 1,653
EDI Consulting Corpota tion - 117,024
ERTH3 o Generation & Consultmp Ine. Th 282 -
Abatng Matagetent Solotiing Ihe. 1,575 -
Tovarn of Axlmer 124131 156 35

SadaSfls  5u2d3000
The cotnpaties ave relited as Blowe:

ERTH Corporation owns 1009 of the fssued and outstanding shares of the Company, CRIT
solntiong Inc. and ERTH Heldihgs Ine.

BLI Conaulting Ine. i3 2 whollyoswned subsdiary of Frie Thames Solutinns Ine

Ecaliber {Catada) Incand BErie Thames Solotions Ine are wholy-swned sobsdiaties of BRTH
Holditgs Tres.

EETHI 6 Getetation & Consulting Inc. 15 3 wholly-owned subsdiary of BDOI Consolting Inc.

Oneat Thility Bolitions {Canada) Ltd. iz a whellyeted sobadiavy of Akiens Waha perient
Solutiong Ine., which is jointly controlled by Erte Thames Solotions I

Uhtilismart Corporation i3 jointly controlled by CRIT Soloting Ine. and BDT Consulting Ine.
The Towt of Aylnet i3 2 shareholder of ERTH Cotpatation.
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ERITE THAMES POWERLINES CORPORATION
NOTES TO THE FINAMNCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, MH%

Lomg-Term Debi

The long-tettn debt represents amounts owing 1o the mutdepal sharebnlders of FERTH
Cuotporation for porchase of the respective Mluniapalitys Hydeo Electtie Cornission's et assets.
The debt is convertibls to Clss B shares at the far market walue of the Class B shates of the
Cotnpaty dicided by the iomber of Class B shares issned and outstanding. The tate of interest
1 cutrently 7.25% and s set by the Board of Drectors, from tite 1o time. Thets are ho fed
repaytierit tertns associted with the princple cutstandmp and no o princpal atnounts are
anticipated to be padl ower the nest twelve morths The loan i secored by a second position
General Secotity Apresflent COVering accounts recervable, imventory and sqoprent, melodig
o i wehicles.

The atrunts owing to the rotdspalities are a5 follows:

H MHIE
Aylner £ 1,604.853 & 1,604 363
Cetitral Blg a2t 436 ae a3
East Forra Tawstock 560 073 S0 73
Inpersall 3,402 (80 3 402 184
Waorwich 763,755 1837155
Bouthveest Dxtird 192 052 182 a2
Zorta gl 255 __ 610235

$_ B33 524 5 HO3RS24

Duting 2HH, 5533 321 was charped to interest expetse for miterest of related party long-term
debt {§535,793 i1 2008). The e matket valoe of this tote payable at December 31, 20010 i
59133419
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14, Post-retirement Benefit O bligation

In pior years, post retivement benefit oblipations for the employees of the Cotapatey had been
tecorded and ewpensed i the books of the Parent cotapaty. During 20, manapernent decided
that the liability for its etployees should be recorded in the Cotnpany’s books and not that of the
Batent. This dedsion was made to provide management with 2 move accurate pictore of the
Cuompatis’s woe sost of laboor,

This clatge bhas beet applied ot 2 retroactioe bags without restatertent of prior periods. A8 as
tesult of this chatge, opetitg retained sartings decreased by 5253 227 and post retivernent bereth
oblipation tureased by $253 227 at Tahnaty 1, 2000

a] Pension Plan

The Cotapatiy has a petgioh agrestnent with the Ontars ©oteerpal Erplayesd Betiretnent
Systern Funds {"OMERS"), which is a roolti-etmployer plan, on bebaltofits emploees.

The plan is 3 contefbotory, deftred benefit plan which specifies the amounnt of retiverent
betielits to be recetved by the employvees based on the length of service and rates of pay. s
the plan ig 3 muolti-eraploger plan i i3 aceounted for ag a defined conteibutinn plan as allowed
utiler Canadian Generally Accepted Acconntitgy Priveipals. Contribotions by the Compatey are
B0 fhr enployes eattings below the yeat’s mastoom persohable eartings and 5.8%
thereatter.

For the weat ended Decetnber 31, 2440 the Company’s OMEERS cortent setvice pensgon o068
weete B106.415 {20018 - SN

Bl Employes Futre Benefits Other than Pengion

The Cotapaty prosides tnedical and Be thsnrance beteft coverape to certan tetivess of the
Comnpany. Eligible retivees are provided health coverage until the age of 65 and life msurance
covetape 13 provided to cetitees who have at least 1 years of elipgble setvice. The obligation
utler these plang is finded by the Compatey and expensed i the year that it is paid. Benefits
patd it 20 atnounted to 515,190 (20408 - SI).

Past-retivetrient benefits, other than pensions, are accrued duting the years which employees
provide setvice to certain of the sompaties.

i) Total Cash Pastnetts

Total cash payments e employes foture benefits e 2000, consist of cadh contriboted by the
Cotapaty to it fanded pengon plang, tadh pasments divectly to beneficdaties By its wnfimded
other benefit plans, cash contributed to its defined contribotion plans and cagh conteibuted to
its defined plan was §121,614 (2008 - SN4).

The attachies dndivgs' Repoct ang nokes B mn nbegrad pock of Hie e oueied’ fingncial skrrenears,
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ERITE THAMES POWERLINES CORPORATION
NOTES TO THE FINAMNCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, MH%

1% Post-retivement Benefit Obligation {cont.}
] Ivleasnretrent Aetnarial Yalnations Diates

Elan assets and the acotued benefit obligation were measured baged on the actuaial waluation
fr furdmg porposes completed as of Decetnber 31, 2000, The most recent actarial
valuation for fndivg porpoges was a3 of Deceaber 31, 2000 and the nest reqoived sabiation
widll b ag of Dieceriber 31, 2014

Aciroed Benefit Dblipatinn

e
Assuraption of benefit obligation 5243404
DEVIce So8t 15,199
Inntetest oh projected plan Benefits 17,788
Aétnarial lags 237922
Benefits paid {8,764
Benefnt obipation at end of yeat 5204430
Becotwilation ol the Aconed Betefit Oblipation to the Balatee Sheet Secrned Benetts
Laiability
{9
Aceroed benefit obligtion 5 200430
Ut sopnrzed net actarial loss {35,213}
Aserned Benetits Habiity S35 ]
Siptificant Assunptions
The significart assurmptions weed ave as follows:
205

Diiscoutt rates applicable to post-vetiveent benefits

other that penginns and benefit costs 65055
Bate of cotnpensation e se 35098
TUltitniate dental cate cost & W

For December 31, 200, medical costs are assuned to iersase at 1095 redoced by 485% per
year to 5% over 10 wears,

The attachies dndivgs' Repoct ang nokes B mn nbegrad pock of Hie e oueied’ fingncial skrrenears,
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ERITE THAMES POWERLINES CORPORATION
NOTES TO THE FINAMNCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, MH%

Share Capital
Sunthotized

Ultilimited totriber of sotfotiog shates
MHHW 2{HIE

Lssued capital
104 cormtnon shates £ BO3B 524 5 B3R S3

i A e £

The Compaty has pparantesd the operating ahd teptn loaks of fts parent cotapany ERTH
Corporation up to 25% of the Company’s equity.  The loans are secured by a General Secoeity
Spteetnent coveting all assets of the Company and a pledpe of the shares of the Compaty. A at
Desember 31, 240, the opetating kne arnounted to 53,348 304 ard the revnlving ter loat
arnoutited o $17MHEGHE As the Company doss nol eipect to be ioa positin wheee 1t would
teed to hotour this poararites in the freseeatle futare, to Gability has been recorded i these
finatidal statetnemts.

Electricity Bevenue

2 % HIB LS
Sale of electiaty £25.114.718 5854 £204,010.074 .14
Diistribution charges 5,688 766 15.62 6,738 403 1937
Transteission chatges 3275 601 290 3,837 087 1109
Bstailer snerpy sales 2348 258 £.45 3 280 706 S48
536 428 344 loods 534786250 Lo 0

Frudential Support Raquirsmeants

Eriz Thatnes Powetlimes Corporation, as a Losal Disteibotion Compatey undet the Enerpy
Competition Act, 1998 B850 posted prodential support oblipations on matket openmg, Way 1,
202 with the Elsctric Independent Market Operator. The prodential sopport oblgation as at
Tatie 24, 20418 was 51,586,403 and had not changed as at Decetaber 31, 2408, The prodential
sappost requirernent i3 hotwored throngh a letter of ctedit.

The attachies dndivgs' Repoct ang nokes B mn nbegrad pock of Hie e oueied’ fingncial skrrenears,
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ERITE THAMES POWERLINES CORPORATION
NOTES TO THE FINAMNCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, MH%

15 Fayments in Ligw of Income Taxes

14,

The: poutsion for pasanents i len {"FILs") of theotne toves difers fom amourts which would be
calenlated By apploitie the Compaty’s combined statntory meorme tas rate as follows:

HHR 2B
Incorne form continning sperations before PILs 221004 %5 0315408
Statatory Canadian Pedetal and Prosineal medie tax tate 3340 %% 3350 %%
Basic tate applied to income before FILs 12531 312,158
Oithet 10,4680 gitigd
Brovigon for pagnent it len of meone ta S ooonn 7o eod
Eiffective tax rate 4183 9% 3008 3%

The Compaty as of Deceriber 31, 2008 has recorded a future pasanent 1 e of meome tax asset
of 5207 000 {20408 - $161.0HHY) and fotore theorne tan repolatory Habiity of $207 (HE {2008 -
S, based on substantively enacted meone tax rates of 3%

Sigtificatt cotmporetts of the Cotpany’s futore meotne tak assets and repolatory lability ate as
follows:

HH 2{HIE
Eroperty, plant and squiproent £  BOONN 5 71,648
Intatipalle assets ERALLL o 152
Eepnlatory adjustmatits T2 {HH} 2F, 300}

Bost-retiverrent Benefits Liabilivy — GEMHE -
S 287aHHE % 161.HHE

Contimgent Liability

On March 2, 2014 the Electtic Disteibutors A ssoation {"EDUA") presented to it's metbers and all
electric distributors in Ortaric, the tertns of 2 tentative settlement with respect to 2 pending dlass
action laweguit againgt all loeal disteibotion compaty’s 'LDCS") regarding the charping of late
pastient peralties {"LEFS") which ate alleped to have cottraveted Section 347 of the Crimmal
Codde. Tt is contended that LFE are "interest” a3 defined in the Critnal Code and that, i cettain
siteutnstances, the toplied rate of intersst srceeds the presoribed Limit of 6095,
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ERITE THAMES POWERLINES CORPORATION
NOTES TO THE FINAMNCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, MH%

Contingent Liability {ont.}

The plaintiffs seek tepasrnent of all dnpropet LPP chavpes. This Btigation hag been pending sitee
1994 in the case of Tororte Hydro, and snce 1998 in the cage of all the other LDCs.  Similar
tlass actiong were also brooght apaing Bnbedpe Congnets Gas and Uhion Gas. On each of
these occasions, the Supreme Cowt of Canada hag made rolings which were Swourable to the
plairdiifs and which deprived the defndart wiilities of tnost of their defenees to these claitng,

I light of the settlement 1 the other cases, indostry coutisel instroction by an Ad Hoe Comtnittes
of the EDW tecently partiipated fhoa court-supetyvised tnediation process to explore possible
gettlemnent of the case apatist the LDC's. A& gettlement i principle of the Htgation on behall of all
L5 has nivws et teached. . The tetitative settlemedt apteement requites the whatinmens sonsent
and approval of all LDCY, AL LDC's mnst indicate thelr acceptarice of the settlemert on or
befre April 5, 2010 I a watimows acceptance of this offer i3 mdicated by all LD, the
Ontatie Supetior court of Tostice will convene & heating on May 26, 2010 to consider the
settletnent ofthe class action suit.

Financial Instruments

A a rate-repulated entity, the nature of the Commpaty's opetations ave defined and restricted by
tegulation. Financal operations and rieks ate also sobatantially infnenced by regolation, laniting
the tecessty o stgapes in tide mitipation strateptes ivolving the use of deriatives of hedpss, and
the Cotmpaty did not ehpage in thoge actidties doting the fiscal year.

The company has adopted CICA Handbook Bection 3861 Foiroretal Juedtonens iy disclosire
purpases ag the Cornpany’s fivateial atrarnents ave tot subject to discosure tequitetments undey
SBection 3562 or 3363 of the CICA Handbook

1] Credit Bik
By tegulatinn, the Cotapatly i3 tesponaible for collecting both the distribution and energy
pottions of the eectricty Bl On averape, 16% of araoonts bdled to costotets ave for
digtribution chatpes and 84% of the bill i3 energy telated. Utless the retailer elects to bl the
costorners divectly e the enerpy portion of the W1 the Company is exposed to 2 credit
substantially preater then thet portion of the slectrisity bl

Mitipation of sibstantial logses is provided throngh the opportonity to apply e tecoery for
thise losses theough disteibotion rate adjustinents in fotore years, I© approved by the regulator.
Additionally, repnlation provides e certan costomets to peovide secority deposits for a
presetibed petind of period to ttigate collection logs.

The Corapatey is nit expoded to 3 gpnificant concentration of credit sk within ary costotner
sepment ot ndividnal costormet,

The attachies dndivgs' Repoct ang nokes B mn nbegrad pock of Hie e oueied’ fingncial skrrenears,
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ERIE THAMES POWERLINES CORFORATION
NOTES TO THE FINAMNCIAL STATEMENTS

FOER THE YEAR ENDED DECEMBER 31, 2MH%

17, Financial Instromsnts {tomt.}
Bl Faxt Walues

The fair values of the Company’s frarei] assets and Baldlities approndnate thedr book waloes
uhless ttherwise disclosed.

] Interest Bate Bigk

The Cotapatry 13 subject to the tisks associated with debt franeng, tuloding the tide that
eitsting tnortpage idebtedness secored by the property may not be refinanced or that the
tettns of quch refihancing may ot be as Bvourable as the terms of extating hidebtedhess The
Company is exposed to iterest rate ridk as s assets are held ac security for the parent
cotpany’s cotnmercial loan fcilities. The Compary does not use any hedping nstratnets to
mitigate 15 ik

1B, Capnal Disclosures

The Corapatiy’s tmain abjective 18 to snsnre ohgoing access to fonding to matntam and doprove
the electricity distribation gystern ofthe Cotpany.

Agat December 31, 2009 the Company’s definition of sapital includes shateholder's equity and
long-tertn debt. As at Decernber 31, 2009, shareholders equity anoonts to 58,336,532 {2003 -
53,621,755 ) and long-terrn debt amourts to $8038 524 {2048 - §8.035.524). The Compary's
strustore as at Decetnber 31, 2000 15 4025 debt and 519 equity {2008 - 48% debt and 5234
equity].  There bave Best tio chanpes m10 the Cormpany's approach to sapital anapemett doting
thi yeat,

1%, Comparative Figures

Cettait cotnparative Tgores have been reclasafied to conthin with the statetnent presetitation
adopted i the sorrent wear.

The atochied Audites' Repoct and nokes e an faregrad pact of Hie e o Financria skrrements,
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ERIE THAMES POWERLINES COEPORATION

INDEXTO AUDITED FINANCIAL STATEMENTS

Auditors’ Bepoit
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Etatement af Cash Flows
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b A Accountanls
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i the Bosmd of Directors of
Erie Thames Powerlings Corparation

W have andiled e balance sheet of Tirie Thames Powerlines Comporation as at December 11, ZIHH
el the statements of income, retained earnings and cash NMeva's [or the year then ended.  Thesz
financla. statements are the responsibility of the company's mancgement  Our responsibility 15 1o
express an nmnion omn Thess fmancis] statements haged e oone sodit

We conducted our audit in eccordance with Canadisn gencrally sceepted suditing standards. Thosz
stundards recuire that we plan and pecform an andit 10 oblain reasonuable assurance whether the
Branéio: staternencs are free of matertal messtatement, An audit ieclides exornining, vnou best besis,
evidence supaortng the amoums and disclesures In the financial statements. An awdil also includes
assessing the accoumting principles vscd and significant cstimates made by management, 45 well as
evaluating the overall hinancial statement presentation

In oue oninon. these financial statements present fairly, in all material respeets, the finsncial position
of the compeny as al Decermber 31, 2008 and the mesulls of ils operations aml s cesh Qows for the
peept then emeded in sccondinee with Canacian pensrally accepted accomnting peinciples.
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ERIE THAMES POWERLINES CORPORATIOMNN

BALANCE SHEET
AS AT DECEMBER 31, ZU0H
ASSLTSR
Z00H 2007
Current Aszels
Cash - S M ATs
Actounts reccivabls (note 3) 0,475,334 6,082,354
Prepad expeuscs 41,797 40,243
Note receivable . 2850
@,317,151 TAGE,57S
Property, Plant and Eqaipment (pote 9} iTAETIH 16,617,648
Foture Payment in Licu of Income Tax Assel 16100 185,000
Repulatory Asscls (nate 3 2135508 2254 69 ]
Intangible Assels (note &) _ T a67 B X -+
§£26.377 568 F26A31 18|
LIABILITIES AND SHAREHOLDER'S EQUITY
Corrend Linbilitios
Demant operesing loan [nete 7} 985,000 B -
Aceounts puyalle ang accrued |labilities 5201979 4,584 917
Regulatory labllitics (note 8} 32,202 297 7637
{ustomer depasits (oote &) 845,736 751,802
Payments 10 Hew of income texes payable 105,413 00619
D te related party (aote 1) 2543 554 _4,575 200
971728 10,540,350
Long-term Debt (note 11) B.038.524 8.033,5241
Shavehalder's Eguify
Share capilal (note 1) B.038,524 3.038,324
Retained earnings L 23,943
_R.62ZL.T755 8.062 467
S20377 568 F2oéd] 281

{ontingent Liabilities (mnte 13, 15 and 17)
VED ON BEHALF OF THE BUARL:

%]mﬂm

Tha meteched Amddors” Bapart god mates form oo iafegral paed of thase cuaied iinencial iolgrazars,
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ERIE THAMES POWERLINES CORPORATION

STATEMENT OF RETAINED EARNINGS

FOR THE YEAR ENDED DECEMBER 31, 2004

Ralanee, Repinning of Year

Mt Ineome

Phividends

Balanee, End of Year
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20135 2007
23,543 5B 5M
359238 760,439
489,231 I.263. 043
= 1240 04H
383,231 B 23943
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FRIE THAMES POWERLTMNES CORPORATTON

ETATEMENT OF [NCOOME

FORTHE YEAR EXDED DECEMBER 31, 2008

Tlectricity Revenue (nole [4)
Coat of Power
Thistribmtinn B evenee

Expenses
Billing and collectng
Community relations
Direet operation
Office and admamstration
Repulatory and protessionul

Income frum Operations Before
the Following

Amartization
_I]'Ill:rl:‘.‘i.[ TRILEITTE: 1T I".'.'.-HLI.]EJ.LI{JFJ- .i:L"‘HI.,".-I.&
Tntecest

Ioceme [rom Operations
Belore Other Locome amd Tax

Oiher lncoe
Interest moomes
Sorvion Teverie
Gain om sale of equiprment

Income Before Income T'ax

Payment in Lieu of Income Taxes
Current
[Fuiire iy expenss

Met Income

The wteeried Arelitowl Repond comed voss fiem ane defvpereed poori o these el Bromacial sroismomy,

m Accountants

2008 ]
534,786,450
28,047,757

(738 493 TR
SRR.4597 BT
47,320 0T
3,233,005 S22
241,500 .63
415854 17
4879270 e 1]
1835223 2T
PR i) i 140
|12 B64) (.13
711075 I[85
F41, 80 <07
16,764 025
s Y 5
S04, 77K BT
DT 0K | 3.8
348520 o b
24 K] .56
372520 533
530288 3|
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207 %
530,160,180
28 B, S
T 336277 Lo0.an
01 42 1226
E 44
3,728,205 S0.6%
XAZTA 04
540 200 7.3%
S A0S J
1925182 2618
dada7y (et
(214,501) (252
23382 [
322,614 7,1
23,755 132
Sh a0y T4
]9 .
- SR8 i
1,113,297 [4.89
330,058 4,76
554010 I
355558 A.83
5 760,439 10,06



ERIE THAMES POWERLINES CORPORATION

STATEMENT OF CASL FLIWS

FOR'THE YEAR ENDED DECEMBER 31, 2008

Cash Flows from Dperating Activities
Met income

Ttesrmes ol regquiTine an oadtbay of cash-
Aanortization
iFin on sale of equipment
Tuturs payment m ligu of tax asset

Changes in non-¢ash working canital halances;

Aceounts, raceivahble
Reaulatorr aszers
Prepaid expenses and deferred charges
Mccounts pavable and accrued liahilitias
Regulatory liahihnes
Payrnenl in lieo ol Deome liwes
Customer deposits
Lhpz to rolated parlies

Mot Cash Providod by Operating Activifics

Cash Flows from Financing Activities
Dividands

Cash Flows from [mvesting A ctivities
Additions to property, plant end equipment
Proce=ds on ciapogal of copipment
Deoreane it note Teeoivahls

Met Cash Used in Investing Activities

Nel lucrease (Decrease) in Cash

Cash, Hegimning of Year

Cazh (Bunk Indebtedness }, End of Year

Supplemental Cash Flow Enformeilion
InLerest paid

Payinen in Liew of income takes

Exhibit: 1

Tab: 3
Schedule: 2
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2065 2007
¥ 35928 § ToDd39
Q40433 R4 avy
(190149}
24 00 550
1,533,220 1,631,597
307 0op 93 S04
161, 185 (B39.048)
7445 31 631
617,062 (93,758)
(265,560 207762
£195,206) 195,195
63,4934 (113,519}
397,744 2.333.458
5 i1.240.0040%
(1819528 (1123723
% 46,774
20,704 20504
r1.790,224) {1050, 183
(1391475 3275
403475 A6l 200
b (988.000F 5 404475
F.O8ITR36 5 BAdUR]
T . A R S o B
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ERLE THAMES FOWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBETR 31, 2008

NMature of Operations

The Ontario Government enacted the BEnerpy Comipetition Act, 199 to ntrodice competition 1o
the Ontane electnoity markel by e year 2000, Thidor the torms of this legislation, the Cntarie
Coergy Doard (Ghe "OCDT) repolates industry participants by issuaing licences for the right to
generate, wansmit, disoibute or retail electricity. These licences require compliance with
established market mules and ecodes. The Ontario (rovernment opensd the Ontario electricity
market to competition oo May [, 2002,

The Company is wholly owned by the following seven municipalities, each of whom has one
voung cammon shere: Avimer, Central klpm, East-fova Tavistock, Ingzesol, Nomaich, South-
West Unitord md Zorm.

Erie Thames Powerlines Corporation carics on the business ol diswibuting electricity to the
firllowing communities: Aylmer, Beachville, Tselmant, Hurgessville, Embro, Ingersoll, Nomwach,
Cteerville, Por: Stanley, Tavismock, and Thamesford.

n Decembar 2003, the governmen: of Owmtario cnacted JFill 4, e OEB Amendownt At
{Flectricicy pricing) Bill 4 was enacied in respanse o the Elecinciy Poving, Conservation -and
Supply Act 2002, which froze commoedizy mates ac4.5 cents per kilowall hour (K'Wh), This sct did
not, in the povernment's opinion, reflect the trae cos of electricity. Puture electricily pricing wus
tn be hilled using a block struetare.  The block stucture applies o residential consumers, small
businesses and other consumers dasignated by the Ontano government, sweh as muniepelides
schools, universities and hospitals, 1t does not, however. apaly o large commereial or industrial
sonsarcrs wha nae over 220,000 KWhs por vear.

The newr hlock structure implementec in 2005 resulted in a chanoe a the block sruetunes [or
residential customers only, From Movember 1, 2007 o April 30, 2008, the first 1.000 k'Whs
cuonfumed per monlh wers r:]:lu.tg::d ul 5.0 vents por kWh and the remoming consumption was
bithed at 5.9 coors per KW, The mates frown May 1. 2008 o Qotober 31, 2008 iemained al 5.0
cenls per KWh for the Gest 600 KWhs and 10 5.2 cents per kWh for the remainder of the monthly
consumpien. The block stmcture feom Movember [, 2008 10 April 30, 000 applied (0 the frsl
1000 kWhs consumed per month were charped at 5.5 cents par kWh and the remaining
consumpeion was billed at 6.5 cents per kKWhe

bop-resideniial megulated price plan ("RPP") customcrs arc charged based on a block souctures of
750 EWhs per month. The raies up 4o Aprl 340, 2008, wore 5.0 conts por EWh on the first 730
kWhs and 5.9 cenils per EWh on the remainder of the monih's consumption. From May 1, 2008 te
Cletober 31, 2008, the rates ramained ot 5.0 cents for the Grst 750 kWhs aml 5.9 cenls on the
rernainder. Effective November 1, 2008 1o Aprl 30, 200%, the rates were incrsazed to 5.6 cenls
for the first 750 kWhs and 6.3 cents on the remaindee.

TRe et d Auditare” Repoet angd aores forvaen indsgeal port of Wese audived Teoacia welemeais
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EHRIE THAMES POWERTINES CORPORATION
MNOTES TO TIIE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2008

Mature of Gperations (eont.)

Local Thizmrilation Companies are required 1o chargs thelr customers for the following amounts
(all of which, other than the diseribution vate, represent a4 pass tuougl of amounts payable w
third pairbies);

{a) Eleetrieity Prics and Reclated Rebates: the electricity price and related rebates represent a
petss Lhrowgh of the commuodity cost of electricity,

{hYy [¥stribution Rate: the disoibution rale is designed 1o meever the cnsts Ineumed by the Tocal
[istribution Company (LI in delivering electricing to customers plus the OED allowed
rate of returmn. Dhstribubion: rates are regulated by the QER and are typically eonprised of a
fixed charge acd 2 usage-besed (consumplion) charge. The volume of electicity consumed
b LIMC's customers during sny perod is govemned by events largely outside LDC's contol
{prmwipally sustaned periods of hot or cold weather wineh merease the consumption of
electneily and suslamed periods of mocerate weather which deercase the consumption of
clectricityl,

() Betal Transmission Bate the retwl rransomssion rate represents a pass throueh of wholesale
costs meurmsd by distnbulors norespect of 1he rmmsmizsion of clectrcity rom pencrating
elntivms i local areas, Retail tmnsmission rates are regulaied by the OFR,

{d) Wholesale Market Service Charge: the wholesale markel service charge reprasents g puss
throvgh of various wholesale market sapport costs. Reta] rates for the recovery of wholesale
mmarket service charpes are regularcd by the DEBR.

Un December 18, 2003, the Ontaro Encrey Beard renevsd the L' distibution Heense for a
201 wear peritd.

The metacfed Awdvors” denoed and wates farm an el peef af these aadited Srarean! srafernienis,
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ERIE THAMES POWERLINES CORPORATION
MOTES TO TIE FINANCIAL STATEMENTS

TOR TIIE YEAR ENDEDI DECEMBER 31, 2003

Significant Accounting Policies

The finareial statements of the Company kave been prepared by managemenl in aceordunce wilh
Canadian generally acceplad secounting privciples, as modified by repulations and policies set
torth ia the Ooatario Cnergy Boand Accounting Procedures Handhook. Thoae policics that are
comsideredd to be particulacly significant are oullied helow:

(a) Properoy, Mant, Bqnipment afd Amortizelion

Property, plimt and cquipment ame recorded at the faie maret value of the asssts transfeimad
[romm the Munivipal Hydm Eleotnic Commissions o the Company on Augast 31, 2000, and
gubsequert Lo Aagust 31, 2000, al ccst on the dare of morchasze. Propermy, plant and
equipment are amorlized over thoeir weeful lives using the smaight-line method over tha

lallowing periods:
Automoetive cquipment B vears
Buldings 13 vears
Campuler eguipimen| I years
Teanzinission and disteibution system 25 vears
Scrviec, office and other couipment 10 vears

(b Fessmun Becopmlion
() Hlectricby Sales

The Company tollows the practice of cycle Billing of customer's aceoun!s and revene i
recognized in the perind consumed. Batimated customer wsage [rom the last billing dae
w0y the wear el (unbilled revenue) is ineludead in revenue,

(it Inierest Tneome

Interest incore 15 Tecognized on a time proporticn basis, taking account of the principal
nutstanding and the effective rate over the periad o materily, schen 1115 detemine] thal
guch ‘ncome will aceme to the Compary.

(Ui} Service [Rovenus

Services mevenue 15 recognied s sorvics 15 porformed,

R A doMed A Wit Redoed il sodes foeer g indsgread pert el s aedTien Tasacial Walemeans
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ERITE THAMES POWERLINES CORPORATION

MOTES TO THE FINANCIAL STATEMERTS

FORTHE YEAR ENDED DECEMBER 31, 2008

2. Siggificant Acconnting Policies {counl.)
(¢} Financiil Tnstroments
The Compuny’s financia] wsset: and financial liabilitics aze classificd and measurcd as

L lomas:

= ash and cash equivalents are classified as held for rading and are measures an Teir
valuz, Gns md losses related to perindical revaluatian are recorded in net neome.

= Accounts recelvable, repnlatory assets and notes receivable are classified as kans
and reccivables and are imitially measured at air value and, subsequently, at
amartized cost using the effective interest rate method,

= Aceoonts payahble, scemed abilities, regulatory liabilities, custemer deposits, due to
reluted party and long-term: debt are classifizd a3 other liskilitics and erc nitally
meastined at [ valve und sobwsgoently, ol amoriieed cost using (b elfeclive
inleTest rate method,

(d} Payments in Lisw of ITncome Taxes (PIT.2)

Uhe Company pses lhe lisb:lity method for aecounting tor PILS. Under this methad Fature
payment in liew of income lax assels and HabiliGes are recoznized for differences bebazen
the carrving value of asses and liab:lities for accounting purposes and their respective values
fo- pavmant I lien of incomz tax pomposes. Thess dilferences are mensamesd usng
substantially enacted ‘ax raws applicable fer the periend in which these dilferonces are
expecled o be recoversd or seliled. To the ewdent that theee 15 uncertamty regarding the
recovery of a future payment i liee ol facome lax wssel, 2 viluation allowanee reducing (he
tiure payement in liew of income tax asset is recrrded.

fel [lse of Cstimates
The preperation ol (he fmoocial stalements of he Company in conformity with Canadian
penerally accepted accounting principles requires management 1o make eslimales and
asaumptions that affcet the repomed amonnts of assets and fiabilities and the disslosure of
contingen: assets and labilibes @i the balanes shest date and the reported amenmte of
revanue and expenses during the reporting period, Actual resolts could differ from (hess
cshimatos.

{1 Impeimment of Long-lived Asscls

Long-lived asscts ae tested fon ecovesability when evenls oo chanpges o cirownsbaces
indicate that their cerrving value may not be recoverable. An impairment loss is recognized
when the carrying valus E::{n:mis the total undiscounted cash fow gxpected from Ii'uew 15
and eventual disposition. The amount of the mpainnent loss is determined as the excesz of
the carrving value of the ssset over its i valua.

The ertaeded Awditars" Repoed vl s e an fafesred gt o dhese el Dremecil sy,
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ERIE THAMES POYWERLINES CORPORATION
NOTES 10 THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED DECEMBEER 31, TS

2,  Sigmificant Aecouniing Polleies (eont.)
() Accounting Chonges

Capital [¥sclosures

Effeetive Jannary 1, 2008, the Compuery adusted CHCA Handbook Seclion 1535 - “Capiwl
Disclosures” which reguirey disclosure of the Company's objectives, palicies and processes
for managing capital as well &5 ity compliznee with any extemal capital requivements, I'he
implemenzation of this standard did o have aoy impact on the Company's resuls of
operations or financial positon.  The resulling discloscres from inplementation arz
przsented helow (Note 19)

{h} Future Accounting Changes
(1) Chaemgees for Bule-Reg ilued Entilics

The AcS3 hay decided that sinec Tntemmational Financial Reporting Standards doo oot
speciically address mote-reguloted entorprises, 1t has discontinued 11s oroject of addressing
standands spetilically R e repulisted enlerprises, As aresull, (he lemporary cxemplions to
CICA Handbook Section 1106y - Generally Accepted Acgounting Principle: and Secion
3463 - Income ‘Taxes will be removed As a resull, the Company will be axpectad (o apply
section | 100 to their assets and liabilities arising from race regulation. Also, as a resull of
applying zection 3465, the Company will be required to recognize fifore income Lax as-pls
and hiakilitics for the amonnt of fmoare income wxes expected 1o be lneluded in Riture roves
and recovered from or paid to future customers, These changes are effective for vear ends
cnding or or aller December 31, 2009 Tae Company hes not yet assessed the impact of
these changss on their financial siacments.

ity Goodwall and Tnangble Azsces

I [izeal 2009, the Company will be required to adopt the CICA Hancbook Secrion 3064 -
Givodwill and Intangible Assels, This mew sevtion s o replacement of CICA Handbook
Seclioms 3062 and 3450, Inzluwded in the new standard 15 enhanced gedaace an the
recepmilion ond measuremment o mlungible wssets ond development costs, specifically
wezanding wtcrmally peoerated  litaneible assers. The Cormpany bas nol yel assessed dhe
fmpact of this new szcilon on its Sinancial satements.

The aitecked dualrors’ Bapar ond woiss Ser an intesn e of these goweliied Manvoied safemans
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ERIT. THAMES POAWERT.INES CORPOIRA TION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2008

2. Npnificant Accomling Polivies (oond.)
{h) Futers Accounting Chanpes {cont.)
(i) Internatinnal Financial Reponing Standards ("TFRS™)

U Febeuary 135, 2008, the AcSB confimmed that publicly accountable enterprises will be
required ™ adopt [FRS in pace of Cansdian GAAP for interim and annual reporting
ourposcs  for fiscal vears bezinning on or afler Janwary [, 2011 A limited number of
converged or IFRS-based stencards will be incorporated into Canadiam (A4 AP prier 1o 200 |
with the remaining standards (0 be adopeed at the change over date. The Company hag ar
latzrnal icitiative to govemn lhe conversion process and i3 currently in the process of
cvaluating the potential mpact of the converson o TFRS on its comsolidated financial
statements. Al his time, the impact on the Company's future finarcial statements cammol be
detzrmmined.

3. Accowonis Recetvable

00% 2007
Encigy. walar and sswer 5 290058 5 3633742
LUnbdlled cnergy 3217084 2590,580
SETVICHE TEvETILES 2497117 332032
$ 6475354 § 6982554

The: amonnts shown ahove are net of allowance for doobol acconnts of $839837 (2007 -
R4 3000

4. Property, Plant and Equipment

Cost Accnmulated Met Ml

2008 Amortization 200 2007
Lamsf 5 133684 ¥ - 5 133 ek 3 135084
Fulding 114.81% 37004 AT K3,466
Flant and equipment 774,505 368,852 405,653 296,676

Transmizsion anc

distibution system 22298905 3431751 16867134 16101832
$23324011 3 5.837.667 S17487244 $16,617.64%

During the vear. the Company eetondsd amortization of 5040932 (£584. 677 - 2007,

Treeatrazhed daavices” Regart g wodes fSiman iegead pard of e andited Gnancis) simemenir,
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3. Repulslery Asseds
200% 27
Fzrail scttloment variances g AT 08L 8 1.TTe23Y
Demimad side man: gement cxpenacs 10, R2R 27123
287560 2047 468
Recovery of repulatory assets =LY L A e

3 LIS050 5 223000
The OCD approved an Intenim Rate Order for May st 2008, that zffeetively removed the
recovery allocation of the regulatory msets amounts until the final Cost of Scrvice Rane
Apolisation was approved.  The new Cos: of Servise Rate Onder approved by the QER,
effective Deccmiber Lst, 200¥, inchudes an allocation o the recovery of the low valtage enstgy
vanances, The remamder of the repulatory asszts will be recovered based on Mulure mle
orders.

() Retil sedlement variances represent ameonnts sccumulated since the opening of the electricity
market on May |, 2002, These varfiances are comprised of varmanees between amoumts charged
by the Independert Electricity Mavket Opecatar and mmounts billed 1o customers plus
vamanees from selliemend, and fransmssion charges,

In the abience of rate repuladions, hese cose [Tevenoes) would be chareed o the period
incurred. 1h 2008, revenuss wonld have hesn 5300783 higher: im 2007, expendilures would
have been $752.348 higher.

(b Drermad side managemam) CDSM" amounts are expinses moumed ingecordance with OER
miles arl regulabions and represerl posts oo the Compsny of litersture provided to 1is
customers and capital expenditures Io provide coorey conservalion,

In the absence of rate regulations, hese costs revenoes) would be charged to the pedod
incurred, In 200, et income woild have been 5156,406 higher, given expenses ol 3207 304
incuried and offset by revenuzs of $363. 700 received frove the Unterio . Powe: Authorily
(TOPA") for DSM programs: m 2007, expenses would have beer 311 4499 higher.

6. Intanzible Assets

LCost Accumulated Net Met
2008 Amortiration 2008 2007
Grondwill boI00000  F__23334 S__T6667 576667

Al year 2nd, -panagement tested poodwill wsing g discounied cash Bow and eost melhodoloey
sl detertmined (hat there was ao mpairment of goudwill and no amorlization or wriledown was

T,

The atteefond dwdlivors ' Bepors v v Sem an Jetesrsd pan af e alited Travcind dawmeonis

12
LAA Accountants



Exhibit: 1
Tab: 3
Schedule: 2
Page: 2

ERIE THAMES POWEFRLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR EXDED DECEMBER 31, 1003

-1
a

Demand Operating Loan

Turing  200%, the Company ineressed is demand operating loan fo S3.250,000 (2007
$2,500.000) with the bank to finanes operating expendituies, boaring intersst at. Cormpercial
Rank Prime and duz 3064 days fTom issuenee, The opemting losn operales us u mimror socounl [ur
the tollowing related paraes: EXIH Corporation, Ere Thames Services Corporation, RDT
Consulting Ine. and Coulier Water Meter Services Ine, As of December 31, 2008, 51,893,443 of
this loan facility hes been drawn wpon (52,227,985 in 2007) in lotal. The loan 15 secured by a
first posifinn General Security Apreement covering all Company assets excluding real property.
The credit agreement includes covenanls whereby s debt service coverage ratio st be
matatmned at 120 tmes and a thicd party debt 1o caplialization watic under 0.6:7 ke maintainec.
Tlee cuvenants aie to be rested on a ralling four quartzr basis.

#. Hepulatory Liabilitics

Felatory Hahililies represent the regulatory assets approved by the OEEB to be recovered from
the Company oy ll:.fd.tt:l e,

. Customer Deposits

Customer deppsits are obtained as security for encrey consumption, On an annual basis, interest
i calontated and credited 1o the customers' utility acoounts.  Also included are security deposits
received [or construction projects.

1. Relared Parties

The Company has a contract with ERTH Corporation for management services and rental of
facilities usad by the Company.

The Company has contraclal Erie Thames Services Corporificn, 4 company under common
gontrol, lo provide the following services: maintenancs and upgrades Lo e existing capitel
infrastructure of the Company, billing and colleetion servives and administrative services.

The conmeets botwoon the Compeny and Crie Thames Service Corporation and ZRTH
Cotporation arc measured sl the excharge amount, which is the amount of consideration paid or
received as established and agreed o by the related partes, unless noted othorwise.

T atached Aiditars” Beparr amg potas forar g Ennegea pert of e cudined Snoacied siaiemeril,
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ERIE THAMES POWERLINES CORPORATION
MOTES T THE FINANCTAL STATEMENTS

FOR THE YEAR ERNDED DECEMEER 31, 2008

1. Helatod Partics (cont.)

The revenne reflzoted in the financial statements ingludes the elocticity rovenus for the sale of
electniaily o ERTH Corporulion, Ene Themes Serviccs Corperanon and the mamerpal facilitues
locuted. in the communities of Aylmer, Teachville, Delmont, Duargessaille, Timbro, Tngasoll,
Norwich, Omerville, Porr Stanley, Taviswck, and Thamesford in the amoum of $1,166.213
(51282265 in 2U07). 1hese transactions are in the normal enurse of operations at rates epproved
by the Cintario Encrzy Board.

Dunng the vear. the Company purchased the following services from related partics.

Eric Thames Services Corporation 2008 2007
PMurchase of capitalized ims £2021.07] 2 114,120
Purchese of operations, monlmmance and odministrotive aerviees 2 RB66.680 1107611
55,787,731 535,221,740
ERTH Corporation 208 20T
Purchese of managemant services A S S B OQAT K
Rent Q9 009 G0
§ 963,210 11,066,009

The conlracts wilh ERTH Corporation lor manapemenl services and faeilities rental and with
Cric Thames Scrviees Corporation for maictenance sod upgrades 10 the oxisting capital
mitastmictuce of the Company, billing and collesion servives, and adminisimaive servioss an
beirg mevigwed and amended as necessary o ensure cormplianee under the revised Affiliace
Relatinnship Code iagued in ZU08 by the (nterio Energy Hoard.

Ak e eml of M ez, anoucs doe wo{Tom ) related paclies we as follows:

Iy 2T
ER.IH Cumuration 1 430408 3,285, 683
Erie Thames Services Corpanulion G 1810 1.2001,495]
Erie Thames Solutions Comporation - [36,331)
Cncor Utlity Sobations WCanade) L. = 2982
Litilizmant Clorporarion |.633 -
RO Comsulting Corporation 113720 2,533
Shareholders of Parenl Corporalivn (interest) BT

§ 2547050 943575000

Snatrecimad et Report mad nedes form ox el et of thesn anraited Saencwed atementy,
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LRIF THAMES POWERLINES CORPORATION
MNOTES TO TIE FINAMCIAL STATEMENTS

FTOR THE YEAR ENDED BPECEMBER 31, 2008

Related Partics {cont.)
The companies are related as follows;

ERTI Creporation owns 100% of the issued and owtstandine shares of the Company and Enie
Thames Sarvices Corporstion

Frie Thames Solotions Ing. 15 3 whollrcwned subsidiany of Ene Thames Services Corporation,

EDI Consulting Ime,, Coulter Wiler Meter Serviee ne. and Quidre Technology Serviees Tooe. are
whollv-oamead subsidieries of FNrie Thames Solcions Toe.

Oneor THilily Soluiens (Canada) Lob. 15 a waoly-owned subsicdiary of Ablens Managoment
Sulutioees boc., which is jeimtly contiolled by Ede Thanes Solutions ne,

Utiligmart Corporation 13 jointhr concrolled by thie Erie Thames Sarvices Corporaion and RTI
Comanlting Ine,

Long-Term Debt

The long-term debt reprosents amounts oving 1o the mumcipal sharcholders lor purchase of the
regpective Monicipaliy's Hyden Flectne Commassion’s nel asses. The debt g convertinle o
Clars B shares at the Gor merket value of (e Cooss B shores of the Company divided by the
number of Class [ shaees dasued and outstanding, The et of intercar iz currengly 7.23%, and
iz set by the Board of Directors, fom dme W lime, The leom of the debl s uodelinec amd ne
principal amounts are anticipaled (o be paid over the next Dwelve months. The loan is secured by
a scoomd posilion Cemern Securily Agresment covering accoents recaivable. inwventory and
cquipment, incloding motor vehicles.

[ arndrants cvwing o the municipalities are as follows:

2y 2y

Avlel 5108805 % 1,684.803
Certral Elain BO5,476 Ri06.436
East Loma Taastock SRI.0T73 569,073
Tngersnll 3402080 3402080
Morwich 763,755 3T
Southwest Oadford 192 052 4R
Zorea _ 10255 _ 610235

S BISRS24  F 8038524

During 2004, 382,753 was changed 10 inlerest expense for interest on related pany Long-term
debt (5385,388 I 2007 The fair markel value of this note payable at December 21, 2000 13
0,524,648,

Ve ativeciesd Anllors Bepn! end sz Sem and tegead poed o ieese awated Srape] shfekeoiis



Exhibit: 1
Tab: 3
Schedule: 2
Page: 2

ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDEI DECEMBER 31, 2008

11. Shaore Capiltal

Authonzed
Unfimated number of Class "A” voling shares without
nomingl or par value
Linlimited number of Class "B non-voting shares without
povninel or par valoe, redeeimable, with vonecwnaative

dividend entitlements
Unlimited number of coaunon sharss
2008 2007
Tssued capital
T Llass "A" shares 5 T & 7
TE000.000 Class "B shaves (10,000 - Z007) BOR.5T7 g058.517

S RO3ESN 5_B03RS5

Cwnng the year, the 10,000 Class B shares were spht on @ 0800; | basis, (ereby increasing the
total mumber ol issued and gulslending Class B shares from 10N 1o 18,000,000,

13, Coaronies

The Company has puasanteed the operzting and term lcans of its paren: company ERTH
Corporation. The loans are securved by a (reneral Security Aprecment covening all assets of the

Coompany. As at December 31, 2008, the operating line amonnted to 205443 amd the lemm foans
amoumted to $7 206 785,

4. Llectricity Revenne

208 N 2007 Y
Bule ol electricity 20419973 IRE] 521,782,871 .24
Isributior charges 0,738,494 19.37 T.356.278 0,44
Tranamiszion chargesy 1 RATART R 335551 10.6]
Romailer eneray sales 3 DRDTYA 245 3086408 _ ®El
§54 TRAZ S0 100,00 830,161, 80 1o0.00

15, Prudential Support Beguirements

Lrie hames Powerlines Corporation, as a Local Diswibution Company wnder the Energy
Competitioa Act, 1998, BL.5.0., posted prudential suppert obhigations un merks| opeiing, May 1,
M2 with the Fleetric Tndependent. Matket Operstor. The prudential support obligation as at
Junz 24, 2008 was $1.586,703 and had not changed as ol December 31. 2008, 1he procential
upport requitement 13 henoured throuph o leller of ceedit.

e sttt Awaiows ™ Repars @ahd Kaies farm gy e vrd part o thase audted Brarciel riafmoenty
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FRIT. THAMES FOWERLINES CORFORATIUN
NOTES TO THE FINANCIAL STATEMENTS

FOR 'THE YEAR ENDED DECEMBER 31, 2048

L. Pavmenis iz Liew el lncome Taxes

Tac provision for payments in Heu ("PTLs") of incore taxes differs frome smiomts which would
he calealated by applying the Company's combined statutory income tax tute as follows:

28 20T
Ineome frim continuing operations hefore PTLe % D3ILR08 K 1115997
Statmtory Canadiin Federal and Provineiul income tax tate 33.50 %% 36,12 %
Tlasic -ate applicd to ingome before PILs 312,158 4003, 095
Cither 36,564 (53.040)
Prowision for payment in lisy of income tax b T - 5 3. . S R
Effetive tax rate 3740 % 3137 %

The Company as of December 31, 2008 has recordesd a fimue payment in Tiew of locome max
assets af $161,000 {2007 - $155,0000, hased on substantially enacted income tax rates of 33%.
Such fuure payment in licu ol income tex assets relate to the lax basis of depreciable assets
being highe: than the amounts recorded for accountig purposes.

17. Contingent Liahilities

A class wetion lawsiit claimimeg $500 million in restitutionary payments, plus interest, wes servid
on Toronto Hydre on November 18, 1998 ‘The action was initiated apainst Toromio Hydro
Eleciric Commission as the representative of the Defondani Class consisting of all mumcipal
lectric ntilities m Ontarin which bave charsed late peyment charges on overdue whility bills at
atyy time after April 1, 1981, The clsim is thal lae pavment penaltics Tesufted in the municipal
cloctrie ulilities receiving ntercst ul ellective rates in excess of 60% per year, which 15 illegal
under Scetion 347 (13(h) of the Crimdoal Code. The nelion has not et heen certified as a class
action amd no diseoveries have been hell. The Elecuivity Distributors Association 15 tndertaking
Lhes defence of this action,

This case was delaved pending the resolution of a similar easc against Enbridge Gas Distribubon
Ine, O Apris 22, 2004, the Supremns Cuourt of Canada released a decision in the Enbridge Gus
ease rejecting all of the defences which had been raised by Tobridae, although the Court Gid net
peermit the plaindiff class 10 recover damapes for any period priar to the issusnee of the Stalemert
of Claim in 1994, The Suprems Court remanded the matter back to the Omlerio Superior Court
of Iustice for defermination of the damages, A1 (he end of 2006, 5 medistion process resulted in g
settlement of the demages paysblc by Enhnidge.

P eniberchee A ndioes " Repant onc sotes e an Sdepdal part af shest auated ool SIS EERE
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FRIF THAMES POWERLINGS CORIMORATION
MOTES TO TTTE TINANCIAL STATEMENTS

FOR THE YEAR EXNDED DECEMBER 31, 2008

17. Contingent Liahilities (vont.)

After the relense by the Supreme Cowrt of Comade of 1tz 2004 decizion in the Enbridpe Gus case,
tie plagntif®s ln the LDC lste paymient peraltics class action indicared their intention 1o proczed
with their Impadon apainst he LOC, To dute, oo formal soops have been aken o move (he
aetron forward, The electrie wilities infend (o respord (0 the aetion if, and when, it procesds on
the: basiz thel the LTH™s situation may be disungwshabls from that of Cobridge Gas. 'The Ootacio
Energy Board has roled that the settlermient amounts are recoverable by Enbridge Gas through
future rates.

AT this dme, managzment i3 unable to quantify the effect, i any, en the Anancial stikement of The
Comipery,

15. Finamcial Instrumeniy
a1 Credit Bisk

Credit risk is the nsk of customers defaulting on thair obligations. The Company monitors
and lindrs s exposure to oustamers with lower credit ratings and evaluales ils cuslomers
gredit g posune On a continwos basis.

The Cowpany provades for an allowanee for dooblul aecounts o abzork credit loszes
b Fair Values

The Mair vales of the Compaty's financial assess and Habilitics approximate their book values
unless otheranse disclosod.

¢y Interest Bate Risk

The Company is subject 1o the risks associsted with deht fnaneing, including the risk that
existing mortgage indebtedness seoured by the property may nol he relinunced ar that the
tarms of such refinancing may not beay fveurable g the lenns of sxisting indebiedmess, The
Company is exposed w earcinal imterest rale risk as it assets are held as security for the
parent compiny'’s commercial loan [ucilities. The Compamy does not use any hodging
instruments tu mitigake its risk.

Vet atttaicsed Awelitors” Repoer and Aotes for wn ine e pave ol eee anfited fimencial seatoneats,
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2008

19. Capital Disclosures

The Company's main objective iz 1o ensure ongoing access to funding te malotain and improve
the eleotneity distobution aystom-of the Company.

Ax al Degember 31, 2008 the Company's delimtion of capital includes sharcholder's equity and
long-term debl. As ol December 31, 2008, sharcholders' equity amovnis to $8.621,755 (2007 -
$2,062,467) 0nd long-term debl omounts 1o $8,038,524 (2007 - $8.038,524). The Campuny's
structure as at Deecmbor 31, 2008 s 48% debt and 32% couity (2007 - 5096 debl and 50945
eouily), Thers have been no chunges in the Company's spprosch @ capityl management during
the year,

20. Comparative Figures

Certmin compernive figores hove boen reclassifiod o conform with the stefemenl presentation
adupled b e curnenl yer

Thp attacikngd Audins” Seperd oond motes ferm an nieged pent of e sadiiee Sacecio! sidlsments
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WEST PERTHPOWER INC.
STATEMENT OF RETAINED EARNINGS (DEFICIT)

FOR THE YEAR ENDED DECEMEER 31, 2010

Deficit AOQC]T 2010 2009
Balance, Beginning of Year § 353200 § 0 11670 §F (353645 § (307715
et Loss (315,045, - (315,049 46 628,
Oither Comp rehensire Income (Loss) o o 3 B9E
Balance, End of Year (6203700 §_ 11676 §_ (662604 § (353645

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.



WEST PERTHPOWER INC.
STATEMENT OF INCOME (LOSS)

FOR THE YEAR ENDED DECEMEER 31, 2010
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2010 i 2009 b
Elkciriciiy Revenue 4 5,770,909 3 4993054
Cost of Power 4983 335 4235624
Distrbhution Revenuwe TaE. 214 100 .00 158,330 100,00
Expenses
Billing and collec ting 25,484 1084 o7 622 12.8%
Cornrnunity relations 44783 f] 20,213 10.5%
Direct operaton 527879 6602 351,030 46.20
Offlce and adromstrabion 90,120 11.44 105,628 13.93
Regulatoryand profe ssional 244050 30.95 L&, 125 21.91
— 22205 _liags —e08lE  _lnage
Loss from Operations h efore
Inderest, Amortzation and Other (2036317 (25 .83) (2 AREY (3,50
L mortization 221,458 2508 206,127 27.18
Inte rest 9 20 13 .66 7,706 11.57
Income (Loss) from Operations
Before Oiher Income (524805 (66.57) (336,121 (44,343
Crither Income
Inte rest income 10,247 1.30 6,326 083
Service revene 2531 3733
209 244 26,61 280 4073 22,16
Met Income (Loss) $ (315.049) (3996 §_(da.A28) .12

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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WEST PERTHPOWER INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMEER 31, 2010

2010 2009
Cash Provided by (Used in) Op erating Activibies
Met Ine o (loss) $ 03150490 (46,628)

Tte s niot requirmg an outlay of cash:
Lrnortization 221,456 206,127
(F3,593) 159,400

Change s 1n non-cash working capatal balances:

Arooounts rece rrahle 305,950 (451,204
Irvvemtory 21,140 (6,475)
Prepaid expenses a7 740 (26,251}
Paryrnent i lien of 1neome taxes (32630 7,000
dcoommts payable and acemed liabilities (100,020% 3,738
Fegulatoryliabilities 17,637 (6,307)
Custormer deposits 2E0A (2,230
Dhe from related parties (103,787 (71.153)
Net Cash Provided by (Used in) Operating Activities 145 544 (384 480
Cash Flows from Investing Ac tirities
Additinns to plant and eguiprae nt (494107 [T N
Met Decrease in Cash (350,163) (a50.519
Cash, Beginning of Year g A48 1474 968
Cash, End of Year Fo_ 474288 F__E24.440

Supplemental Cash Flow Information
Trite rest paid $__ 184155 23359

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.



L

WEST PERTH POWER IINC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMEER 31, 2010

Mature of Op erations

The Crtanio Governnent enacted the Enerey Corape ition &ct, 1998 to mboduce competiion to
the Omtario electricity rarket b the wear 2000, Tnder the terms of this legislation, the Ontario
Energy Board (the "OFB" mgulates industry participants by issuing licences for the right to
geterate, tramsmdt, distrbute or retail electricity. These licences recpure compliance with
established market rules and codes. The Ortano Governrment opered the Crutario electricity
tnatket o cormpetiion on Maywl, 2002

West Perth Power Inc. ("the Company”) is wholly owned by ERTH Corporation who is in tm
owned by the following nine radeipslifies, each of whom has one woting corgnon share;
Ldrney, Central Elgivn, East-Forra Tavistocl, Ingersoll, Movwich, South-West Ouford Zorra,
West Perth and Central Huron,

The Corpariy 15 10 the business of distibuting electnicrty to the coreamubes of Ilitchell and
Chiblin.

Significant Accounting Policies

The financial state raents of the Corapany have been pre pared byraanage ment i accordance with
Canadian generally accepted accounting principles, as modified by regulations and policies set
forth m the Ontavio Energy Board Sccounting Procedures Handbool Those policies that are
considered to be particularly sisrificant are onflined beloar:

(a) Plantand Eeuiperent

Plant and equiperent are recorded at the far market value of the assets transferred from the
iowdcipal Hyddvo Electic Comeanissions o the Corpeny on fugust 31, 2000, and
subgequent to August 31, 2000, at cost on the date of parchase, Flant and eqpuipraent are
atnortized ower their useful Inee s nsing the straight-live method over the followirne penods:

Flant and e cpupenent
Lartoraotive squiprnent 5 years
Corypnte r equiprrent Spars
Service, office and other equiprae nt 10 g ars
Laasehold mprornee rents 5years
Transrrission and distrbution system 5-25 wars

Construe hon work m progress 15 recorded at cost unhl such time that the asset 13 completed
and available foruse at which point it 15 amortized over 1ts nsefil life

(b} Contribations to Flant and Equipenent

Contrbutions are recerved from developers and contractors for capatal costs inowrred by the
Corapars. These contibutions are included as a reduction to the cost of the related plant or
ecpupreent wher those assets are placed in service.

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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WEST PERTH POWER IINC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMEER 31, 2010

Significant Accounting Polickes (cont.)

e}

(d)

(&)

Rewverme Recognition
i1y FlectricitySales

The Corapany follows the practice of cyele hilling of custorner's accounts and resenne 1s
recogrized in the period consumed. Estimated custorer nsage from the last billing date
to the wear end (unbilled reserne) 18 included in revenue.

(i1} Interest Income

Interest income on outstanding customer accounts is recogrized on a fime proporion

basis, taking account of the principsal cutstanding and the effectnee rate over the period
to matwrity; when it 1s deterrained that such income will accrie to the Compansy,

(1) Service Hewenue
Service reverme Is recogiuzed as service s perfonmed.

Firancial Instraments

The Company's financial assets and financial habilihes are classified and measwred as
fiollonas:
= Cash is classified as held for trading and is weasured at fairvalne, Gains and losses
related to periodical resaluation are recorded m net meorne.
= becounts recetvable ark classified as loans and recereables and are mitially measored
at fair walue and subsecuently at amortized cost using the effective interest rate
trethod,
= Trrvestrments are classified as avalable for sale and are measured at farsealue. Gams
and losses related to periodical revaluation are recorded in £0CT.
= Beeounts pavable and accrued liabilities, resulatoey lishilities, custoraer deposits,
due from related partyand dermand note payable are classified as other liabilities and
are mitially measwed at far walue and, subsegquently, at amortized cost nsing the
effective interest rate method,

Financial Effects of Distnbuton Bate Regulation

Tle financial results jeesented are in accordance with gererally acceped accourting
principles and within that fravework the Corapany accounts for the impact of regulatory
acticns it the following manmer:

i1y Regulatory Decisions to Sdjust Distibuhon Rates

In the event that a regulatory decision 15 rendered, peondding regulatory appeoral and
certainty to the recognition of an asset or creation of a liakality and culminating in an
adjustrnent to the Companys distibution rates, such occwrences are bmediately
reflected in the Company's accounts.

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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WEST PERTH POWER IINC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMEER 31, 2010

Significant Accounting Polickes (cont.)
(11} Regulatory Divection and Practice

In the absence of regulatory decision impacting rates, and where the Company s
require d byrregulatoryaccounting practice or divection to accuranlate balances for futare
tate recovery or create labilities for futore discharge, those amounts are recorded in
accordance with that regulatory direction. Management assesses the fohare uncertmnty
with mespect o the final regulatory disposition of those amounts and to the extent
tequired, makes accounting provisions fo reduce the deferred balances accurnulated or
to ircrease the recorded lishilifes. Upon rendering of the final regulatory decisions
adjusting distibution rates, the provizions are adjusted to reflect the fival irpact of that
decigion, and such adjustrment is reflected in net earmings for the period.

Lrmounts curzently confirmed by final regulatory decision, and arounts cuarrently
acconnted for in the abeenee of final vesulatory de cision togethe r wath related prosnzions
for fuhure uneertainty, are more fullydescribed in note & to the financial staternents.

(i) Income tax expense

Effectrve January 1, 2009, the Comparny adopted the changes to CICA Handbook
Secton 3445 - meome Taxres, which states that, as a 1mte regulated entitsy future incore
tax aggets will be retumed o custome s as the yare recovered. As aremult all increases
ot decreases v fubure income tax assets are offset by a regulatory labality, &z at
Decernber 31, 2010 the Corapany has recorded a fiture income tax assets of $979,000
and a correspording regulatoryliability of $979 000 (note &),

i1 Regulatorybalances

Effectree Jarmary 1, 2009, the Corapany adopted the changes to CICA Handbook
Section 1100 - Generally Accepled Accounting Principles. The amendment to this
section rernoved the ternporary exeraption pertairing to the application of the section to
the recognition and measurerent of assets and habilities arsing from rate regulation. In
response o the remoreal of the exeraption, the Cotapanyrestablished accounting policies
for the recogmiton and measrement of assets and liabiliies anang from rate
regulation. In accordance with the Clanadian GALP hierarchy guidance fratmework
outlined in CICA Handbook Section 1100, the cormpany has deterrnined that its assets
and lishilities arising frorm rate regulation gqualifyy for recogration mder Canadian GAAF
and this recognition is constant with 1.5, Statement of Financial Sccounting 5tandards
Ho. 71, Accounfing for Effects of Ceriain Types of Regulafions ("FAST1"). The
corapany concluded that its policies for assets and lishilities avising from rate regulation
were consistent with the primary sowces of Canadian GAAP and were developed
through the exercise of professional judgmwent.

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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WEST PERTH POWER IINC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMEER 31, 2010

Significant Accounting Polickes (cont.)
{v) Rate Setting

The distibution rates of the Corporation are based on a rewverme requirement that
provides a regulated Dlawizoom Allowahle BEetum on Equity (“IVIARE™) on the armont
of shareholders' equity supporting the business of electricity distibution, which 15 also
deterrnined by regulation.  The Corpary files a rate application with the OFB anrmally.
Rates are typicallyeffectie Dayl fo Lopnl 30 of the following vear. Aceordingly, for
the first four months of 2010, distibution revenne 15 based on the rates approved for
2008, Omee esery fouwr years, the Corapany filez an Electieity Distribution Hate
application “EDR™) where rates are rebased through a cost of service review. In the
ntervening wears an Incentrre Fate I charsm application (“TRIVT) is filed. A cost of
service EDE application is based npor a forecast of the amount of operating and capital
expenses, debt and shareholder’s equity reqpuived to support the Company's business.
L RN application results in a formilaic adjustiment to distibution rates to increass
distribution rates for the anrmal change in the GDP IPI-FDT net of a produe ity factor
and a “Stretch Factor” defermined bar the relative efficiency of an electricity distrbutor

The Corapany's last cost of service EDE application was rnade in 2010 and approseed on
Jarmary 19, 2011 with rates effectrre Decerdber 1, 2010 and 1mplernented on Janmary],
2011, Such decigion peovided for 2010 service distrbution revenne requirerment and
rate base of $983.928 and $2,603649 respectteely. Such amounts do not include
provision for the Destment of the Company in the Smart Meter Initiatiee, further
elaborated below.

In Decerber 2009, the OEB concluded a Cost of Capital peoceeding with the issuance
of a final report. The report principally dealt with the adeguacyand deteranation of
the Ihxirenrn Sllowable Fetwm on Equity ("MARE™). The Board has acknowledzed
that it needs to refine and reset its current fonmula for determinmg MARE o
1) acknowledze and incorporate a uilityspread off of Canada long-honds within the
Equity Rigk Premium (“ERF™) to better reflect utility honowing costs {initially
141 Shps);
i) to melode & S0bpe “fansaction cost” component within the ERF to reflect
estitnated transaction costs related to nhlitrbomowings; and
it} reduce WIARE volatility from anroal changes in the Canada long-bond and 1) by
reducing the annual adjustreent factor frorm 075 to 0.5; and
iv) reflect a more realistic and “fan™ base nsk premium for Local Dhistribmfion
o panies,
The method of transition to the new MARE 13 through a Cost of Service Application
sirnilar to the 2006 EDE. &pplication. The Corporation will file such an apphcation in
2011 with an effectiee date of May 1, 2012

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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WEST PERTH POWER IINC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMEER 31, 2010

Significant Accounting Polickes (cont.)
(%1 Sroart Ileter Tnitiative

The Province of Ontario has comrtted 0 hawe “Sraart Weter™ electricity mmeters
mstalled in all homes and small businesses throughont Cutario by the end of 2010
Stnart Deters pemmit consurmption to be recorded within specific fime intervals and
specific tariffs tobe lesded within such intervals.

In support of this iatiatee, the Corapany corapleted itz deplowrnent of Srart Meters
thronghouat 2009, 2010 and early 2011, with 2,000 Sart Ileters de ploed by the end of
2010, Successful testing with the peovincial Weter Data Nhnagement Bepository
{“IVIDWIE"™) will be completed in 2011,

iwii) CGreen Enersy and Green Economsy et

In early 2009, the government tabled the Green Frergyw and Green Economy Aet
(OBEGEL™).  Ths new legislabon makes fundamental changes o the roles and

tegponsibilities of LDC's in the areas of renewable power generation, conservation and
dernand ranagement deliversy, and the deseloprnent of sraart distnbution grids.

The Green Energy and Green Economy Lot pronades LDC's with the freedom to own
and operate a portfolio of renewable powrer generation and will permit therm to proside
distrint heating services in their comrannities through co-generation. LDC's will also
bear added responsibilities to assist and enable consuners to reduce their peak dernand
and conserve energyin an effort to meet provincial conservation fargets. LDC's will
alzo gain new responsibiliies in tansforring their local distibution networks into
stnart grids harmessing advanced technologies to facilitate the connection of srnall-acale
gererators and the two-way flow of information.

iwaily Mew LD Lice nee Reguiretnents - Conservation and Dernand Wanagerient Tarzets

O Mosernber 12, 2010, the CEB amended [LDC licenses to imelude recpuirements for
ackdeving certain CDON targets over a four year period comrmencing Jannary 1, 2011,
The Compary's CDI tarzets include a deriand reduction target of 0.620IW and a
consuruption reduc hon target of 299000W k. LDC's st also coraply with a new CDL
Code of the OEB, which provides LDC requirernents for the deseloprnent and delivery
of CDM S trategy to the OEB for the achievement of LDC-specific CDI targets, arrmal
accounting and reporting to the OEB; and elighility criteria for performance meenivve
payroents. The Comparyhas filed its COIV S trategwrwith the OEB.

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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WEST PERTH POWER IINC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMEER 31, 2010

Significant Accounting Polickes (cont.)

()

(2

(k)

Fayraents i Liew of meoe Taxes ("FlLs")

The Company uses the lability method for accounting for PILs. Under this me thod, firtore
pavrnent in len of 1ncomme tax assets and liabilities are recogmized for differences betaeen
the carrying value of assets and liabilities for accounting parposes and their re spe ctive walues
for pavment in leu of mcome tax purposes. These differences are measmred using
substartrvely enacted tax rates applicable for the period m which those differences are
expectsd to be recovered or settled. To the extent that thers 13 uncertamty regarding the
recovery of a fiuture paynent v lien of income tax asset, a waluation allowance reducing the
futare pavavent in len of incowe tax asset is recorded.

lrrventors

Irventories conmst primanly of matenals and supplies. Tterns considered to be major fithore

cotnponents of property, plant and equiptnent are taveferred to propertsr plant and
equprrent. [rventories are carried at the lower of cost and net realizable walue, with cost
de terrnined on an average costhasis netof & provision for chenlescence,

Irmpanment of Long-lived fssets

Long-lrved assets are tested for recowerability when events or changes m cuownstances
indicate that their camsing walue mavnot be recoversble. An impaitment logs iz recognized
when the carrying walue exceeds the total mdiscounted cash flow expected from their nze
ard eventual disposition. The araount of the ropeirrent loss is determined as the excess of
tle carrying value of the assst over its far walue

Use of Estitnates

The preparation of the financial statements of the Compary in conforrdty with Canadian
generally accepted accounting principles recuires managerent to make estimates and
assumptions that affect the reported arnounts of assets and labilifies and the disclosure of
contingent assets and lishilities at the balance sheet date and the reported awounts of
revenue and expenses durng the reporing period. Actoal results could differ from these
e stlmates

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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WEST PERTH POWER IINC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMEER 31, 2010

Significant Accounting Polickes (cont.)
(13 Futare &eccounting Changes
(1) Intermational Finaneial Beporting Standards ("TFRS ")

O Febraary 13, 2003, the Canadian Accounting Statdards Board confirmed the pablicly
accountable enterprises will be reguited to adopt IFES in place of Canadian zenerally
accepted accounting prineiples for interim and arrmal reporing parposes for fiscal wars
beginning on or afler January 1, 2011 On September 10, 2010, the £c5B decided to
penuit rate-re gulated entifies to defer their [IFRES imple mentation date to Jarnary 1, 2012

The Corapany has an mternal imtiatie fo govern the corrersion process and 13 cwrrently
in the process of evaluating the potential tapact of the corersion to [FRS on its
financial staternents. Although the impact of the adoption to IFRS on the Compary's
Balance Sheet and Incomme Statement is not wet reasondblyde termminable or estimable, the
cotapany does expect a agwificant increasz m financial staternent dizclosore
requirernents resulting from the adoption of IFRS, and is desighing the systemns and
related process changes, which will be reguited i order to provide the additional
infomration reqpured to make these disclosures.

igrven the continued uncertamty around the tiraing, scope and everntual adoption of a
rate-regulated accounting standard wrder IFRS and the potential material irnpact of these
stardards on the Company’s financial staternents, the Comparey has decided to apply
IFES to its finawcial staterents ending Decerber 31, 2012 with restaternent of the
amounts recorded on the opening IFES balance sheet as at January 1, 2011, for
cotnparatie parposes. The company contitmes to assess the irpact of the cormetsion to
IFES on it mesults of operation. At this time, the impact on the Corgpany's fiutore
financial staterme nts canmot be deterraned.

Inarestment
2010 2009
386 corrnon shares n Sunlife Financial, at
toarketvalue (cost- $1) G N O 0 0 SO S O 0 W
4. Accounis Receivahle
2010 2009
Enetzy, watet and sewer §o4406ld4 F 520,689
Unhilled energy a5, 026 126,050
Service revenues - 43917

$_1.054700 % 1.360.656

The amounts shown sbove are net of allowance for doubtful accounts of $132,122 (2009 -
$139, 768),

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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WEST PERTH POWER IINC.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMEER 31, 2010

5. Plani and Equipment

Cost Ac cumulated et Met
Amertization 2010 2009
Land § 3745 § - 5 37045 § 3,745
Plart and ecpm proent 641,543 301,406 340,137 60,362
Transmission and distibution
system dsa0 027 Q928353 _1e3Tets 1644794
fa2113ls fgggags: §o1021557 § 1702007
Choing the vear, the Company recorded ammortization of $221,456 (2009 - $206,127)
6. Regulatory Liahilites
Begulatory assets consist of the followrs:
2010 2009
Deferred charges $ 507000 % 367416
Special parpose pastuents () 603 -
Late pavroent penalties setflerment (c) 2514 -
343,297 3ET616
Recoveryof regulatoryassets 17,193 16,474
$__s06.104 350,742
Regulatory liabilitie s consist of the following:
2010 2009
Fetail s ttleme nt waranees (a) $  T16.707 F 543,708
Futwre peyeent in liew of incorae tax liability o7, 000 aal,000
$_lees 07 F1424.708

The OEB appeoveed an Interim Bate Order for Dlasy 1, 2002, that effectisvely rermosed the
recovery allocation of the regulatory assets arnounts urtl the final Cost of Service Rate
Apphication was approved.  The new Cost of Service Fate Order appeowed by the OEB,
effectrve Decerdber 1, 2008, includes an allocation of the recoveryof the low voltage energy
wvariances. The reraibder of the regulatory assets will be recovered based on fibwre rate

orders.

ia) Fetail settlement vanances repre sent atnounts acowrolated sinee the operang of the electneity
market on May 1, 2002, Thess vanances are comprised of vanancesbe taeen amonnts charged
by the Independent Electicity Whrket Operator and amounts billed to custorners plus
variances from settlement and transmission charges. In the dhsence of rate regulations, thess

costs (reve e s) wonld be charged 1o the penod ine wred.

The ottockhed duditors' Beport and motes fim o iigepral partaf these audited finmeciol statements.
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WEST PERTH POWER IINC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMEER 31, 2010

Regulatory Assets and Liabilities (cont)

by On Apedl 9, 2010, the OEB mformed electneity distibutors of a Special Purpose Charge
asgessmment nnder Section 261 of the Ontavio Enerey Board Aet, 1905 for the Diivdstry of
Enery and Infrastrocture conservation and remewshle enersy pogram costs. The CER
assessed the Company $22,930 for thelr apportioned share of the total provincial amoumt of
the Special Purpose Charge of $353,695,000 in accordance with the miles set out in Cintario
Fegulation 6710, In accordance with Section 2 of the Special Purpoge Charee Regulation, the
Companyis allowed to recover this balance. The recowery is expected to be achisved overa
one-year period, which bezan on May1, 2010,

i) The late pamoent penalbes setflernent account relates 4o the settlement costs acerual
asgociated with the late pasmuent charges class action (note 16 and 18}, All of the Wiarde ipal
Electricity Utilities ("WEU") irvolved in the settlemient, mcluding the Corapany, have
requested an order fiorm the OEB allowing for the future recovery from customers of all costs
related fo the setflement.

() Demand side mavasement ("TEL" amounts are expenses incwred in accordance with OER
miles and regulations and represent costs to the Company of liferatwe provided to ifs
custorners and capital expenditures to provide enerzy conservation.. In the absence of rate
regulations, these costs (revermes) would be charged to the period incurred.

Eelted Party Transactions

The rewvenue reflected m the financial staterments meludes the electieity revenue for the sale of
electricity to the IWMundcipality of West Ferth for $295,026. These transactions are in the normal
course of operations at rates approseed by the Cntanio Energy Board.  The Ivhinacipality clarees
the Corpany for taves and tree trivaming in the arount of §4,757 and $3,126 respe cttvely.

The Corapany bas a contract with ERTH Corporation for manageme nt services

The Company has contracted CRU Solations Inc, Eecaliber (Canada) Inc., and ERTH3A0
Ceneration & Consulting Ine, companies urder common control, to provide the following
services maintenance and uperades to the existing capital rdvastructore of the Corapansy, billing
and collection services and administra thve services

The contracts between the Company CRU Solutions Inc., Ecaliber (Canada) Ine, ERTH3A0
Cereration & Consulting Ine, and ERTH Corporation are measured at the exchange amount,
which is the amournt of consideration paid or recerved as established and agreed to by the related
parties, unless noted othe rwise

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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WEST PERTH POWER IINC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMEER 31, 2010

ERelated Parties (cont.)

Chiming the year, the Corpanyparchased the following servce s from related parfies.

ERTH360 Generation and Consuliing Inc. 2010

Prrc hase of capitalize d tte s 5 141,787

Puarchase of operations, maintenance and adrarastrative services 4200
$_145067

The 5Pi Growp Inc.

Purchage of consulting ssrvices $__ 4370

CRU Solhutions Inc.

Purchase of operations, maintenance and consulting services G L

ERTH Corporation

Purchase of managerent services §_283.004

Ecaliher (Canada) Inc.

Purchase of operations, mainterance and adrrnstrative services $ 117511
Uiilismart Corporation

Purc hase of consulting services 12815
Erxie Thames Powerlines Cozporation
Purc hase of consulting services § 22548
Clinton Power Corporation
Purc hasze of capitdlized ttems § 3,115
Sale of ope rations and adranistrative services (E72aT
il
&tthe end of the wear, amounts due from the related partyis as follows:
2010 2009
Clmton Power Corporation § 590353 0§ -
Corporation of the Iuricipality of West Perth 25,435

G R TR X ]

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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WEST PERTH POWER IINC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMEER 31, 2010

Relaied Parties (cont.)
Atthe end of the wear, amonnts due to the related partwisas follows:

2010 2009

ERTH Corporation §o283024 0§ -

CRI Solutions Inc 280 -

Ecaliber (Carada) Inc. 36,218 3

The 5P Group Ine 146 -

Erxie Tharne s Powerlines Corporation 16,281 -
ERTH360 Generation & Consulting Irc. 20,445 -
Ttilistriart Corporation 1,204 -
Corporation of the Dlorocipality of West Perth 110,432 -
_470.130 % -

The balances are interest free and payable on demand.
The compaties are related as follows:

ERTH Corporation owns 100% of the issued and outstarding shares of the Corgpary West Perth
Powrer Ine., Clinton Power Corporatioz, CRU Solutions Inc. and ERTH Holdings Tne.

Ecaliber (Canada) Inc., ERTH360 Generaton & Consulting Ine. Coulter Water Service Meter
Inc . and The 5P1 Group Ine. are whollwowred subsidianes of ERTH Holdings Ine

Ceor Utlity Solutions (Canada) Lid. 15 & whollwowned subsidiary of AShicus Ifavazement
Solnfions Inc:, which is jointlycontrolled by ERTH Holdings Ine

tilisrnart Corporation is joinflycontolled by ERTH Holdings Ine
The Iwlunicipality of West Perth is a shareholder of ERTH Corporation,
Customer Deposits

Custormer deposits ave obtained as security for energy consamption. On an anmal basis, intere st
iz caleulated at & rate of 1.5% and credited to the custorners’ nfilityaccounts. Also ineloded are
g curitydeposits recedved for construe ion projects,

Demand MMote Payahle

The dernand note pasmble nterest rate 1z cmrently 7.25% and 15 set by the Board of Directors,
from titne to fizne.  There are no fixed re pasprent terms associated with the principle outstanding
and no prineipal awounts ave avbicipated to be paid over the next twe ke months.

DCnring 2010, $85,79%  was charged to mterest expense for mtemst on related party long-term
debt (2009 - $25,796).

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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WEST PERTH POWER IINC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMEER 31, 2010

Guaraniee

The Company has guaranteed the operating and tern loans of its parent cormpany ERTH
Corporation np o 25% of the Corapany's e quity or $362,395. The loans ate secured bya Ceneral
Security Agreernent covering all assets of the Company and a pledge of the shares of the
Corpany. &s the Corapany does not expect to be in a posiion where it would need to honour
this guarantee in the foreseeable fubure, no liability has been recorded i these finamcial
state raents

Luthonzed
Trlimited noraber of cortnon share s
2010 2009
Izzued cayputal
550 coratnonshamws 2112374 § 2112374
Prudential Support R equiremenis

The Corapany, as a Local Distrbution Company under the Enersy Competition Aot 1995,
B30, posted pruderdial support ohligations on market operong, IWaywl, 2002 with the Electic
Inde pendent IWiarket Operator. The prodential support oblization as at October 2006 wwas
$322,227 and had not changed as at Deceraber 31, 2010 The prodential support requirement is
honmred through a letter of credit.

Payments in Lieu of Income Taxes

The provision for payraents in len ("PILs") of incorme taxes differs frorm amounts which would
be caleulated by applsing the Companys combined statutoryincome tar rate as follows:

2010 2009
Incore (loss) from contimng operations before PILs 03150490 F 0 (466280
Statutory Cavadian Federal and Provineial incorne tax rate 31.00 % 33.00 %
Basic rate applied to neotoe be fore PILs (97,663) (1338T7)
Cither 97665 15327
Pronvasion for payment n lien of incorme tax § 2 % 5
Effective fax rate - ¥ - ¥a

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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WEST PERTH POWER IINC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMEER 31, 2010

Payments in Lieu of Income Taxes (cont.)

The Corapany as of Decerrber 31, 2010 has recorded a future paye nt m liew of 1ncome tax asset
of $979,000 {2009 - $221.000) and futwe moorme tax regulatory lishility of $979,000 (2009.
£221,000), based on fuhwe substantivel e nacted income tax rates,

Sigmificant components of the Cotapanys fidure meore tax assets and regulatory hability are as
tollooars:

2010 2000
Flant and ecpuipeent $ 557000 % 547,000
Regulatoryadjustme nts 243,000 287,000

Hon-Caypital loss o arryforeards 179,000 47,000
$__970.000 §_ E1.000

In addition, the Compary has accumulated non-capital losses for tax purposes of $714,000,
which are available to offset income it the futare. These non-capital loss carnry forsards of
$120,000, $61,000 and $533,000 will expire n 2015, 2029 and 2030 respectively.

Lease Commiinents

The Compaty has entered into warious contractual asreements. The fubwe mammom anroal
payrnents under contrac tual agreements are as follows:

Yearendmg December 31, 2011 § 82354
Cap ital Disclosures

Tle Corapany's main objective 15 to ensire ongoing access to funding to maintain and raprove
the electicity distribution systern of the Company

&z at Deceraber 31, 2010 the Corapany's defirahon of captal 1include s shareholder's eqpmty Aa
at Deceraber 31, 2010, shareholders' equity amounts to $1,449 580 (2009 - §1, 764,629 ) and
lorg-tenn debt amounts to $1,183,391 (2009 - $1,183391%, The Company’s struchire as at
Deceraber 31, 2010 iz 453 debt and 35% equity (2009 - 407, debt and 603 equityy), There have
been no change s in the Compansts approach to capital management dung the year.

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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WEST PERTH POWER IINC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMEER 31, 2010

Contingent Liahility
Elaciric Didribufors Associafion

By Order dated July 22, 2010, the Ontatio Superior Court of Justice consolidated and appeoved
the seftlerment of two class actions against the Corpany one cornenced n 1994 and the other,
agairet all Omtarin WEUs, i 1992 The actions sought $300,000,000 and $64,000,000,
respectvely, in restitution for late payment charges collected by them frora their customers that
wer in excess of the interest livat stipulated in seefion 347 of the Criminal Code. The claims
rnade azainst the Company and the defiration of the plambff classes were identical in both
actions such that any darmages pasable by the Cormpany in the first action would reduce the
darnages pazable by the Company in the second action, and vice vers

The July 22, 2010 eonrt order forrvalized a setflernent porsuant to which the defendant TIEUs
will pay the amount of $17,000,000 plus costs and taxes in settlement of all claims. The amount
allocated for payment byreach IWMET 18 its proporionate share of the settlernent amount based on
its percentage of distibution serace revernme over the penod for which it has exposwre for
repayvent of late payroent penalties excesding the interest rate lrwat n the Crivral Code, the
Company’s share of the s tleme nt amount was expected tobe $2,514 pavable on Tune 30, 2011
Under the settlement, all the MEUs mwobed in the setflernent, mcluding  the Comparny, haee
requested an order from the OER allowing for the future recovery from custoriers of all costs
related to the settlatnent. The Corpary has acented a lisbility and a corresponding regulatory
aseet in the amount of the abore (note 123,

Financial Insiruments

L3 a rate-regulated enhty, the natore of the Company's operations are defined and restneted by
tegulation. Financial operations and risks are also substantially influenced by regulation, lirniting
the necessity to engage in risk mitization strategies iwwolving the use of derbattves or hedges,
and the Comparey did not enzage 1n those antrities during the fiscal year.

The company has adopted CICA Handbook Section 3861- Financiel Insrements for disclosure

prposes as the Company's financial imstarnents are not subject to disclosure reguire rments ander
Section 3862 or 3863 of the CICA Handbook

) Credit Bask

By regulation, the Compary iz responsble for collecting both the distribution and enersy
portions of the electricity bill. Onoawerage, 16% of armounts billed o customers are for
distribution charges and 2444 of the bill 1z enerzyrelated. Tiless the retailer elects to hill the

custormers divec tly for the energy portion of the bill, the Companyis exposed to a credit risk
substantiallyzreater then their portion of the elec e ity bill.

The ottockhed duditors' Beport and motes fimw o iigepral partaf these audited finmecinol statepments.
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WEST PERTH POWER INC.
NOTESTO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2010

Financial Instrumemnts (cont.)
a) Credit Bask (cont.)

Wlitigation of substantial loases 15 peovided theough the opporbwdty to apply for re cosversy for
those losses through distribution rate adjustrments in future wars, if appeoved by the e gulator.
Additicrally, regulation peowides for certain custoraers to provade security deposits for a
prescribed penod of period to mitizate collection loss.

The Companyis notexposed to a significant conce ntration of credit risk within any customer
segment or ihdividual custoret.

b} Fair Values

The fair values of the Corpany's financial assets and liabilitie s approximate their book walues
unless otheredse disclosed.

o) Interest Fate Fisk

The Corapany is subject to the risks associated with debt financing, inelodivg the nsk that
exigting indebiedness secured by the property may notbe refinanced or that the tenms of such
refinaneins ray not be as favourable as the terns of exsting 1ndebtedness. The Corpany
does not use anyhedging instrume nts to wdtigate its sk

Suh zequent Events

Late Papment Class Action

Cm February 22, 2011, the OFR issued its final decision allowing for LDC to recover the
settleme nt arnount of $2,514 for the Coraparey frorn custorners aver the period commencing Way
1, 2011 and ending Lpeil 30, 2012

Amalpamation of Rale Repulaled Endiites

Subsecuent to year end, the Company entered into formal proceedings to amalzamate Ere
Tharnes Powetlines Corporation, West Perth Poweer Ine. and Clinton Power Corporation. Final
CEB approreal was recedved mlate Darch 2011 1o amalzamate thess enbties. The amalzarmation
13 expected to be corapleted in Jure 2011,

Comparative Figures

Certain comparative flgmes have been reclassifled to conform with the financial staterent
presentation adopted m the current year.

The ottoched duditors' Beport and potes fimw o igepral padaf these aud bod finmciol statepment.
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WEST PERTH FOWER INMNC.
STATEMENT OF RETAINED EARNINGS (DEFICIT)
FOR THE YEAR ENDED DECEMEER 31, 2009
Defirit AOQCT 2009 2003
Balance, Beginning of Year $ (3184937 $ 10978 § (307.716) § (233,481
Met Loss [ 5 (a8 (63,7097
Other Comp rehensive Income (Loss) 5 a9E adE (10 5267
Balance, End of Year fGesaaly $1leie $_(Gsiadsy §_(307.718)

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.



WEST PERTH POWER INC.
STATEMENT OF INCOME (LOSS)

FOR THE YEAR ENDED DECEMBER 31, 2009
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2009 W 2008 0
Elkciri ity Revenue § 4995054 § 54281054
Cost of Power 4 235 624 4 746 485
Disirih ution Bevenue T5E,330 100,00 135,480 100.00
Experces
Billing ard collecting 07622 12.87 152,244 20.79
Coneaunityrelatons 20,213 10.58 (el i
Direct operation 351,030 46,20 360 ER5 4007
Ciffice and acministia ion 105,628 1%.93 ad, 531 8.77
Begulatory and professional a6, 125 2191 63,294 g.69
200A1E 105 58 add 148 8732
Met Income (Loss) from Operations Before
Interest, Amortdzation and Other (2 2BED (558 93,341 12.68
A mortEation 208,127 27.14 185,168 25.18
Interest 21106 LL5T RN a8
Income (Loss) from Operations
Before Other Income (236,121} (44 33 C1ETOT (2528
Cther Income
Interest imcome A, 326 .83 36,654 7.0
SEIVICE TERVENIE AR T34 .89
25D 405 3817 12205 16,59
Met Income (Loss) P ldagdsy 616 62700 — ]

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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FOR THE YEAR ENDED DECEMBER 31, 2009

Cash Flows from Operating Ac tirities
Met Income (loss)

[terns not requirirg an outlay of cash:
Lrnortiza ion

Changes m non-c ash working capatal balarces:
Lccounts rece Teable
[reve niory
Prepaid expenses
Lecounts payable and accried habalhe s
Regulatary liahalities
Customer deposits
Drue from related party
Met Cash Provided by (Used in) Operating Activities

Cash Flows from Inwesting A ctivities
Ldditions fo property, plant and ecuiprrent

Met Ine rease (Decrease) n Cash

Cash, Beginning of Year

Cash, End of Year

supp emental Cash Flow Information
Interest paid

2009 2008
0 (46628) § 0 (63,709)

206,127 125 162

155,499 121,459
(451 267%) 330,320
(6,.475) 372
(26,231} 6,426
36,807 144

(6. 306) 182 765

(2,239 (14.407)
(22.314) 3

(324 422 636,079

(266,037 (1804113

(050,519} 455,665

1A B 1019500
f__ 224440 f 1474068

$__ Q3358 93070

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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WEST PERTH POWER INC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

1. DMature of Operations

The Cmtano Govertrnent enacted the Energy Competiton Aet, 1998 to miwduce competition to
the Ontario electicity market by the sear 2000, Under the termns of this legislation, the Ontario
Erergy Board (the "OFEBR") regulates industry parbicipants by issuing licences for the nght to
generate, fransmit, dishlbmie or retal electicity. These licences require complhance wath
egtablished roarket rules and codes. The Ontano Governroent opensd the Cmfario elechciby
rarket to corpetition on vy 1, 2002,

The Corapany 15 wholly owned by the aeipahity of the Corporaton of West Perth. West Perth
Power Inc. ("the Company™) 18 m the busimess of distdbuting elsctneity to the comroaraties of
Ivhitchell and Dnaliz.

2.  Hgnificant Accounting Policies

The finarcial statements of the Cormparey have been prepared by marnagerment 1n aceordance wath
Canadian gererally accepted accountivg prnciples, as modified by regulatons and policies set
forth m the Omtario Energy Board Accounting Procedures Handbook Those policies that are
conade e d to be particulatly sizraficant are outlined belows

ta) Property, Plant and Equipraent

Property, plant and equiproent are recorded at the fair market walue of the assets transfened
frorn the Ihirdeipal Hydro Electrie Coruaissions to the Coraparsy on Sugust 31, 2000, and
subsequent to August 31, 2000, at cost on the date of parchase. Property, phint and
erjuiprnent are amorfized oeer their useful Inves using the straighi-live mwethod ower the

followring penods:
Flant and equiproernt
Lutoraottee eqopnent 5 years
Coraputer equipenent 5 years
Service, office and other equipene it 10 years
Leasehold improretnents 3 years
Transrmission and dhstribubon system - 25 wars

Constrocfion work in progress 1s recorded at cost undl such firne that the asset i1z completed
and available for use.

by Contrbubons to Propertsy; Flant and Equiprment

Contributions are recenved from developers and confractors for capital costs mewrred by the
Corapany.  These contributions are included as a reduction to the cost of the related
Property, Plant or Equiprment when those assets are placed i service.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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WEST PERTH POWER INC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

Significant Accounting Policies (cont.)
i) Rewerne Recognition
(1) Elechieity Sales
The Corapany follows the practice of cyele billing of custoraer's accounts and resernne is

recogrized in the period consuried. Estimated custormer nsage from the last billing date
to the vear end (mbilled reverme) is meluded m revenne.

(1) Interest [ncome

Interest icorne is recognized on a time proportion basis, taking account of the principal
outstanding and the effectrve mte over the perod to mataity, when it 1s determined that
such tneotne will acerue 10 the Corgpansy.

(1i1) Serdce Revernne
SETVICE TEveTne 18 recogiized as service 15 performed.

(1) When the restuctunng of a benefit plan grves nse to both a curtailment and a setflement
of ohligations, the cwtalment is acconnted for prior to the setlemme nt.

(d) Finarcial Instoments
The Corpany’s financial assets and financial Babilites are classified and measwed as follows:

= Cash is claseified as held for trading and is measured at fairvalue. Oeire and losses
related to periodical resaluation are recorded in net income.

= hoconnts receTvable are classified as loans and recenrables and aw mabally measued
at fair walne and, subsecuently, at amortized cost usng the effective interest rate
method.

® [tovestients are classified as available for sale and are measared at fairvalwe. Gains
atd logse s related to periodical revaluation are recorded in A0CT

= becourts pavable and acerued lakiliies, regulatory hiabalities, customwer depoats, due
from welated party and demand note payable are clasmfied as other habalities and aw
mitially measured at fair walue and, swbsequently, at amorbized cost usmg the
effectrve interest rate roethod.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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WEST PERTH POWER INC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

Significant Accounting Policies (cont.)
iz} Financial Effects of Distibubon Rate Regulation

(f

The firarcial results presented awe in accordance with generally accepted accomting
principles and within that famework the Company accounts for the impact of ®gulatory
actions in the following manner:

(1 PFegulatory Decisions to Adjust Distnbmtion Bates

In the event that a regulatory decision is rendered, pronading regulatory approval and
certainty to the recogriton of an asset or creation of a hability and culranating o an
adjustrment fo the Company's distibution rates, such ocomrences are irraediately
reflected in the Company's acconnts.

(1) PFegulatory Chrection and Prachce

In the absence of regulatory decision popacting rates, and where the Compeny is
recpuired by regulatory accounting practce or direction to accumulate balances for fubwe
rate recovery or create lishilities for fubwe discharge, those amournds are recorded in
accordance with that regulatory direction. Managernent assesses the fuhwe uncertainty
with respect to the firal regulatory disposition of those arourts and to the extent
requured, makes accounting provisions to reduce the deferred balances accwrnulated or to
merease the recorded ligbilites, Upon rendenng of the final regulatory decisons
adjusting distribmtion rates, the provisions awe adjusted to reflect the final npact of that
decision, and such adjustnert 13 reflected i net earrangs for the period.

Loty cwrently corfinned by final regulatory decision, and araomts ewrrently
acconnted for in the absence of final regulatory de cision toge ther with related provisions
for fiture uncertainty, are more fully described m note 5 to the firarcial statements.

Pavyroents m Lien of Income Taxes ("FIL:s")

The Company wes the hability method for accountng for FILs. Under this method, fotme
payroert n lew of cotne fax assets and habalihes are recogruzed for differences betueen the
carring value of assets and lighilities for accountng purposes and their respecttve valves for
payroent i len of meome tax paposes. These differences are measured wsing substardrely
eracted tax rates applicable for the peniod in which those differences are expected to be
recovered or settkd. To the extent that there is ancertainty regardivg the reconeery of a fiubhare
payrnert in lien of incorme tax asset, a valuation allowance reducing the fohire pasarent in liew
of meorme tax asset 15 recomded.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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WEST PERTH POWER INC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

2. Significant Accounting Policies (cont)

iz} lmventones

Effectrve  Jarnmry 1, 2008, the Company adopted Canacdian Instiate of Chartered
&peomntants ("CICA"™) Handbook Section 3031 - Jnvenfories, which 1z bhased on the
Intermational Accounting Standards Board's Intemational Sccounting Standard 2 and
replaced existing CICA Handbook Section 3030, Under this new standard, irerentones are
required to be measmed at the lower of cost and net realizable walue and any iterns
considered to be rmajor fubwe coraponents of property, plant and equipeeent are to be
transferred to property phnt and equipenent.  The new standard also provides updated
suidarce on the appropniate methods of detenvarang cost and the irnpact of any wiite-downs
to net realizable walve . The implementabon of this stardamd did not havee any opact on the
Corpany's results of operations.

[rventone s consist primanly of materials and supplies. [reentories are carried at the lower of
cost and net realizable walue, with cost deterruined on an sveragze costbasis net of & provision
for chsolescence .

(hy Use of Estimates

The preparaton of the financial statereents of the Cormpany m conformity with Canadian
generally accepted accountivg principles repures tanagerent to make estrmates and
assumptions that atfect the reported amounts of assets and lakilities and the disclosure of
continzent assets and hiabilities at the balance sheet date and the reported amounts of revene
and expenses during the reporing perniod. Actual results conld differ from the s estimates.

1) Impaimoent of Long-lned Lesets

Long-lived assets are tested for recowerabiliby when events or changes in circumstatces
mmdicate that thewr canying salue may not be recoverable. &n mnpaiment loss 18 recogmzed
when the carrying walue exceeds the tofal undiscounted cash flow expected from their nse
ard eventual dispositon The armount of the npairment loss 1z determined as the excess of
the carrang value of the asset over its falr value.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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WEST PERTH POWER INC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

2. Significant Accounting Policies (cont)

i) Sccounting Changes
(1) Generally Accepted &ccounting Prineiples

Effective JTannary 1, 2009, the Commpanyadopted the changes to CICA Handbook Section
1100 - Generally Accepled Accounfing Principles.  The amendiment to this section
rercved the temporary exermphon pertamirg to the apphication of the sechon to the
woogrition and measurement of assets and lisbilities arising frorn rate regulation. In
response o the removal of the exermption, the Company established accountng pobicies
for the recognition and measurerent of assets and liabihties avsing from rate regulation.
In accordance with the Canadian GAAF herarchy guidance frarmewoek outlined m CICA
Handbook Secton 1100, the commpary has detennined that its assets and habilities ansing
frora rate wzulation gqualifyy for recograton wmder Canadhan GAAF ard fhas recogrobon is
constant with 115 Statereert of Finaneial Accounting Standards Mo, 71, Aecounfing for
Effects of Cerfam Types of Regulations ("FASTL"). The company concluded that its
policies for assets and hishilifies ansmg from rate regulahion were consistent with the
prireary sources of Canacdian GAAP and were developed tlwough the exercise of
professional judement. A= a result there was no changes in the Company's opening
retained earnings as at Jarmary 1, 2009 or the Compary's results from operations for the
vear ended Deceraber 31, 2009 as a result of the adophon of this sechion.

(1) Incorne tax expenss

Effective Jarmary 1, 2009, the Corapany wtoactvely adopted the lability method for
accounting for mcome taxes and restated prior period amounts. Under this method, Hiabare
ncome tax assels are recogmized for the differences between the financial staternent
carrying amots of existing assets and labilites and their respectve values for income
taw purposes. These differerces are measured using substantively eracted tax rates m
effect i the period inowhich these differerees are expected to be recovered or settled. Asa
rate regulated enbty, future mcome taxes will be rebomed to customers as they ame
recovered A5 a result, all mcweases or decreases in future meome tax assets are offset by
a regulatoryliabality. &g a result of the adoption of this standard, fuhore 1rcome tax assets
of $635,000 were deterrined to exist, howewer given the unce rainty shout the Cormpany's
ghility to utilize those assets, a full waluation allowance was taken. There was no mapact
to prior period earings as a result of adophng this standard.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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WEST PERTH POWER INC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

2. Significant Accounting Policies (cont)
(k) Futare &eccounting Changes
(1) Intemational Firancial Feporting 5tandams ("TFRS ")

Oin Febmary 13, 2008, the Lccounting Standards Poard of Canada ("&c5B") confirmmed
that publicly acc omtable enterprises willbe regpured to adopt IFBES in place of Canadian
GAAF for mterim and anvual reporing purposes for fiscal years begioarg on or after
January 1, 2012

& lomited raber of corverged or IFRS-based standards will be incorporated mio
Canadian GALP miorto 2012, with the ®maring standarde to be adopted at the charge
over date.

The Compary has an miternal 1mohatree o govermn the coreraon process and 1= cwrently
i the process of esaluating the potential wupact of the corsersion to IFES on its financial
staterents.  Although the opact of the adophon to IFES on the Company's Balance
oheet and Incorme Statement 15 not vet reasonably determinable or estimable, the
corapany does expect a siznificant increase in financial staternert disclosure ek ments
resuliing from the adophon of IFES, and 15 designing the systems and related process
changes, which will be required in crder to peovade the addiboral infbrmmation egmred to
make these disclosures.

In July 2009, the Intermational Aocounting Standards Board ("TA5B") issued an exposare
draft on rate regulated actvaties. The [ASE staff has postponed presenting their analyeis
of the responses to the [ASE. This presentaton may inclode options for the next steps of
the rate regubited acimabies project. It 1s unclear at this tine what the outcome of the
[45B's deliberations will be and how that will Bopact the Company's reporing urder

IFES.

&t this fime, the mopact on the Cormparsy’s fobwe financial staternents carmot be

de terrnaned.

3. Accounts Recefvahle
2009 2008

Enerzy, water and sewer § 520680 0§ 334885
Unbilled energy T96, 050 514,477
Service revenuss 43017 =

$lI60856 b 200362

The atmounts shown ahove are net of allowance for dondbtfal accounts of $139,.768 (2008 -
$40. 079,

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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WEST PERTH POWER INC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

4. Property, Plant and Equipment

Cost Accumulated Met et
Amortizaiion 2009 2008
Land 3 3745 - § 37145 3 3,745
Plant and ecpupenent 344 260 284,492 Al 3aE 44 431
Transrassion and chstibmtion
systert a4 05] 2720210 L0224l —Loo4.200

Fo4700656 2020202 §_LI72554 $ 1712445
Cruring the year, the Company recorded amortization of $206,1 27 (2008 - §185,168)
5. Regultory Liahilities
Begulatory liabiliies corsist of the following

2009 2008
Betail setflerent wariances § 0 345708 0§ 409,435
Deferred charges (367.616) (156, 0420
Dlemand side manage ment expenses z (I0A0S9Y
Future pavnernt in lien of income tax lability aa1,000 -
1,057,092 182724
Becoveryof regulatory asssts WLRAEY i16,45%)

$LOTRRGE b 199272

The OER appeoved an Interim Rate Ower for Dlay 1, 2008, that effectively rermomed the
recovery allocabon of the regulatory assets amounts until the final Cost of Service Hale
Lpplication was approved. The new Cost of Service Rate Crder apperoved by the CER,
effectrve Decernber 1, 2008, includes an allocation of the recovery of the low voltage energy
vatlanees. The ®raihcer of the regulatory assets will be recovered based on fature rate orders.

{a) Retail setflement variances repress nt arnounts acouraulated since the opening of the electricity
tnatket on May 1, 2002, These vanances are comgrised of warnances between arounts chawged
by the Independent Electicity Nhrket Operator and amounts billed to customers plus
vanances from settlement and fransmission clarges. In the absence of rate regulations, these
costs (revernes) woild be charged to the penod mewred.

{b) Dernand side managerent ("DSM") aroounts are expenses mewmred m accordance wath CEBR
mles and regulations and represent costs to the Compeny of LDferatwe provided to its

custorners and capital experditures to prosade erergy conseration. In the absence of rate
regulations, these costs (revernes) wonld be charged to the penod mewed.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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WEST PERTH POWER INC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

6. Investment
2009 2008

3EA corrnion shares in Surdife Financial, at market
walue (cost- $1). $ 11ATT % 100973

T,  Cusiomer Deposits

Customer deposits are obtained as secunty for energy corsumption Choan annial basis, mterest 15
calenlated at a rate of 1.5% and credited to the customers ntility accounts. &lso mclnded are
security de posits ®cerved for constraction projects

8. Relted Party Transactions
The cormparies are related as follows:

The Iharacipality of the Corporation of West Perth owns all the outstandivg cormnon shares of
West Perth Power Inc.

The wwvenue reflected n the financial staternents 1neludes the electcity reverne for the sale of
electneity to the Corporation of the Ihnieipslity of West Perth. These fransachons are in the
normal course of operations at rates approved by the Ontario Ene rey Board.

The followirg table surmanzes the comparsy's related party transactions for the wear.

2009
Revenes §__ 67621
Expenses § o Q02
&t the end of the wear, amounts due o the related partyis as follows:
2009 2008
Corporation of the Iundcipality of West Perth Flld4070  §1.172.303

The balances are mterest free and payable on dermand.

0. Demand Noie Payahle

The dermand note paymble interest rate 1s cwrently 7.25% and is set by the Board of Directors,
fiorn titne to firne. There are no fived repaavent terms associated with the prneciple outstanding
and no principal arnounts are antcipated o be paid oser the next tuelve months.

Chying 2009, $85,796 was charged to nterest expense for inferest on related party long-term
debt (526,004 - 2008},

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR EMNDED DECEMBER 31, 2009
10. Share Capital
&uthorized
Unlirvated nraber of comtoon shares
2009 2008
Tasued captal
550 comtnon shares $ 21827 § 2118374

11. Prudential Support Requiremenis

The Company, as a Local Distibution Company under the Fnery Competibon &ct, 199,
B350, posted prodential swpport obligations on market operang, May 1, 2002 wiath the Electac
Independent Market Operator. The prodenbal support obligation as at Cetober 2006 was
$322 227 and had not changed as at Decernber 31, 2009 The prdential support requireme nt is
hononred through a letter of credat.

12, Payments in Lien of Income Taxes

The provision for paviments i hen ("PILs") of mcome taxes differs from amonnts whach wonld be
calelated byrappliing the Corapany's corbined statmory incorme tax rate as follows:

2009 2008
Incomme (loss) from cortivming operations hefore PILs § 0 (46628 0 (63,709
Stattory Canadian Federal and Provincial meorne tax rate 33.00 % 33.50 %
Basic rate applied to meome befor FILs (15,387) (21,343)
Other 15587 d1343
Provision for pasment in liew of income tax % . ! -
Effectre tax rate - ¥ - 2

The Compars as of December 31, 2009 has meorded 2 fiture payroert m len of meome tax asset
of $221,000 (2002 - $Mil) and futore income tax regulatory Lability of $221,000 (2008- $H),
based on fubhire substantrelyenacted incorme tax rates.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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WEST PERTH POWER INC.
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2009

12, Paymenis in Lieu of Inc ome Taxes (cont)

slgrificant corguonents of the Comparny's future 1ncome tax assets and regulatory bability ave as
followrs:

2009 2008
Froperty; plant and eqpupment $ s47000 % 555,000
Regulatory adjustinents 287,000 50,000
Hon-Capital loss carrytoraards 47,000 S0.000
221,000 35,000
Valuation allowance - (635,000
$2al000 f_

In addition, the Company has acowmulated non-capital losses for tax purposes of $182,000, wiuch
are available to offset incorae in the fitue . These non-capital loss carry forwards of $120,000 and
$62,000 will expite in 2015 and 2029 e spec tvely.

13. Lease Commitmends

The Company has entered into <arions contrmetual agteements. The fiture woniroum annial
pavments under contractual agree ments are as followrs:

Year ending 88354
Decerdber 31, 2011 BE 354

5176702
14, Capxtal Disclosures

The Company's mman objectie 18 to ensure ongoing access to fuding to mairdaim and irpeore
the electicity distrbubon system of the Cornpearcy.

&g at Decerber 31, 2009 the Company's defiruton of capital mclodes shareholder's equity and
long-term debt  Asat December 31, 2009, shareholders' equity amounts to §1,764,629 {2008 -
$1,210,558 ) and long-term debt amounts to $1,183,391 (2008 - $1,183 391). The Companys
stucture as at Deceraber 31, 2009 15 40% debt and 600 eqpuity (2008 - 40% debt and a0%
equity), There have been no changes in the Compary's approach to caputal rmanagerent duaring
the wear,

15, Subsequent Event

Subsequent to year end, the Cormparcy sold 100% of ity 1ssued and outstanding shares for
$1,693,000, which was finded throngh the ismance of shares of the prclaing Company. s part
of the puchase consideratior, the Comgany agreed fo parchase and subscribe for one wvoting
Class "&" shawe of the parchaser for corside ration of one dollar.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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WEST PERTH POWER INC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

16. Contingent Liahility

Chy Mlarch 2, 2010 the Electric Distnbutors Association ("EDA ") presented fo it's raembers and all
electric distributors i Cntanio, the ters of a tentative ssttlernent with respect to a pending class
action lawsmt azanst all local dishibmation corpans's ("LDC's") regarding the chargmg of late
paytrent penalties ("LPP's") which are allezed to have confravened Section 347 of the Criminal
Code. Tt is contended that LPP's are "indetest” as defined in the Crimminal Code and that, in certain
circumstances, the mnplied rate of mtere st exceeds the escribed lrmt of A0%

The plambfis seek repayanerd of all noproper LEP charges. This hhgation has been pending smee
1994 in the case of Toronto Hydro, and sinee 1992 in the case of all the other LDC's. Sirnilar
class actions were also brought agairet Enbndge Consamers Gas and Uron Gas. On each of
these occasions, the Suprerme Court of Carada has made mlings which were fourable to the
damtifts and which deprrved the deferdant utilites of most of their defence s to these clars.

In Light of'the setterment m the other case s, indwstry comeel metchon bayran Ld Hoe Corarties
of the EDA recently parficipated in a cowrtenpervised mediation process to explore possible
settlernent of the case against the LDCs. & settlement in pinciple of the liization onbelalf of all
LDC's has now been reached. The tertative settlerment agreement recuire s the unarirmous consent
and appeoseal of all LDC's. AN LDC's st indicate their acceptatce of the settlemert on or
before Lpnl 5, 2010 The Cntane Superior comrt of Justice comened a hearmg on Iay 26, 2010
to consider the settkment of the class action suit at which a tentatree resolution was reached.
Specific details related to the Corpans's labiliies are not et availdble at this tirae.

17. Financial Insiruments

&5 a rate-regulated entity, the natwre of the Corapany's operations are defined and resticted by
wgulation. Financial operations and risks are also substanbally mfluenced by wegulahon, hmating
the necessity to ergage i risk mitigation strategies novobang the use of dermratives o hedges, and
the Corgarg did ot engage mn those actrvities danng the fiscal wear

The corapary has adopted CICL Handbook Section 3261- Financiel msfruments for disclosare

prposes ag the Company?s financial mstuments are not subject to discloswe requements under
Section 3862 or 3263 of the CICA Handhook

a) Credit Fisk

By wgulaton, the Company 15 responsible for collecting both the distibution and energy
portions of the electicity bill. Om awerage, 16% of amounts billed to customers are for
distribntion charges and 4 of the bill 13 energy related. Unless the retailer elects to ball the

enstorners directly for the energy porfion of the bill, the Company 13 exposed to a credit nsk
sthstantially greater then their porion of the elecacityball.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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WEST PERTH POWER INC.
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

17. Financial Insirumends (cont.)
a) Credit Fisk (cont.)

Litization of substantial losses 15 prosaded theough the opporfuraty to apply for recovery for
thoze losses through distibmbion rate adjustoents in futore years, if appeoeed by the regulator,
Ldditionally, regulation peovades for certain customers to provide security deposits for a
prescrbed penod of period to mitizate collechon loss.

The Cormparey i not exposed to a significant concentration of credit risk within are customer
segruent or 1rdivadual customet.

b Fair Values

The fairvalwes of the Company’s firarcial assets and lisbilities approximate their book valnes
urless otherwse disclosed.

) Interest Bate Hisk

The Company is subject to the nsks associated with debt financing, mcluding the sk that
exishrg imdebtedness secured by the property may not be refinanced or that the terms of such
refinancing may not be as fivourable as the terms of existing indebtedress. The Conganey does
not use any hedgirg instuments to motigate its risk.

18. Comparatiwe Figures

Certain comparatree fizures have been reclassified to conform with the staternent preserntation
adopted in the current wear.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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2,426,242 2323,215

1,712 444 1

5 A1I7EE 3 dneidlg

Liabilitios and Shareholder's Equity

Current

Accounrtz pavanle an: sosuals
P Ol fayanl (M 5]
Listn e depesily

Regulatary liabilitios (Mot )

Sharehslder's atulty
Sharte napial {hole 5]
Lefict

Arcamulaed CERT G0 ISIE e ADCH

§ BFTIIE § ATFO43

1,183,391 *1BE,30°
87,227 &1 B

2027956 24z

128,271 X

2327137 2158625

218,274 2 liB2

(318,693 {254,085
10,971 29,508
1510850 l5a4 vz

3 _AASTERE & _43:3d1n

cabcERanAraes i 2 Nl P Tolheas Tines ol
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For the year ended Decembar 31

West Perth Power Inc,
Statement of Equity {Deficit)

Deficit Aacl 2008 207

Balanee, asgien ag of year P

Ghanze in sccounting oolicy

2EidsE) 5 2604 4 (233482) 5 (2rUNsE)

(Hatz 1) — — = RERE]
1252 5EY 2 B0 (233,482} 251,018
W (loRs) insnre i35 727 = 183,707|
Cinar comorehens e (loss] income E 10,6245) 110,526}
Divicanss - - - (1C,0000
Balancs, Gic 2° yag” P 43°8EIN 5 12,075 § (307,715 5 (3534820

i el st 30 DI EEETI N0 a0 A etea Iaancl {a e
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West Perth Power Inc.

Statement of (Loss) Income and

Other Comprehensive (Loss) Income

For the yaar ended [ 31 2008 2007
Revanug

Risleibrion reveras § TI8511 §

Plenesl 56,650

Rertals 15,505

Migeulluravus 50,049

Expenses
Amertizasion
Bill g dats procassing 20
Bad cants

drtinis ation

ng and maintananze

Income before interest exponse
Intatest exponsa

Net {lass) iheame for tha yoar
athar comprobonsive luse} ngsme

Change ir unrealized dloss) gain o investrents
~assified a8 ava iable tor sa &

Gomprofionsiva (loss) incorna

458,595

185,168
185,08
10,940
1,001
72,281
136,285 15,55
22,297 14° 574
85,004 36,004
183,707 A5A7
410,528} 2 4GE

5 {7d2a3 & i AGE

e zezar

A o v L anzil st
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Forthe yoar snded December 39

West Perth Power Inc.

Statement of Cash Flows

2008 2007

Cash flews from aper.
Hatlles3) neome fay

g activities
i

I nen-zaeh werking capizl belanoes
Beroonts rece valle

HaBHRE

Jnbi‘ed svenae

Frapad sxngises

Aooolints peaklc ang s uals

Cuslemer dapasits

Cash flows frem investing activities
Purznase of capral azzats
Cecrnase jincirass) in ey aery asselsial ilios

Cazh flows from financing actlvitles
Tivigends

Increase in cash and cash aquivalents for the year
Gashand cash equivalents, beginring =fysar

Cash and cash aguivalents, end of year

§ 63,707} & 56.077

185,160 195,751
121,481 251,721
161,199 BB R-LR0]

72 a7

78,201 0 BES)

6,424 (BF10
144 g
{14,407} 1

453,314

180,411} 14 86
182,768 i

2354 DRIEH

D06

455,688 LR
1,019,300

_ 1018300 05584

§ 1474068 %

3,500

The aztcvgag

AP A W e s i <
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Decambor 31. 2008

West Perth Power Inc.

Summary of Significant Accounting Policies

Mature of Business

Rale Bettlng

Viteat Parth Fower Inc. was neomparated ande- the B.ziness.
Corporatars AcbDataria) pos ‘uani t1 Sechon 42 of he
Coomaly Act 1908 or Janua ane 15 whelly owo
by the Corparation of tn I.;-lnl"\p'\\ 1 af Wast Farh, :
pringipsl bosinasses of West Parf Powsr e ars the
transmissinn anc distioien of clacinoity B cUstomars within
T IF25e b.sinzsses 26 o aed by “hz Onfaric
r—m :|,' Poard [LeSE

Tha rates of lbe Comrpa-ys escricy {ans-ission  and
defrib.fion busiressss ase subiec o peudkzlon by L O
Ihe QU0 e b yara:sl L2 irzlide or eschda cos "
Izsses or gaire i the (aes of o speafe derod,
Ange in the firirg of scocunti=g recogn’ton
nish would havs 3. it 2 e resiated G guny.
4 i liming gives cise o tha recogniton cfragy atory
The Carpam's regulaon sssels momsont sorlain
armaLnts race vab e Fom falure susiomers 37d sosls 173t have
hean deferrad far aceount g surposas becauss il =
trat they 4w | ke mcovered in fubure ratzs, Soe
assess and liak: fities are discloesd kot 2

The zonroany ceabing c ly ssessues the bkaihoeod of agavery ar
zact o ils rayulatary assets ang cort celieve 5 |5
archanlz 19l the OCR wil laclor ds g 'y HESETS AN0
abilities inke ke ssttng of fuure rates ¥ same e dats,
ihe corpany dges hal lbls ne longer probat: 2 Ibat the GEB
will irclude 2 rzyulatary @sses or | abilily ir future ralcs. the
approadate canying awodnl w | Le ieHacted + cesults of
cpersions inlhe peroa hat Ir2 ossessment = rade
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December 31. 2008

Inventary

Investments

Capital Assata

West Parth Power Inc.
Summary of Significant Accounting Policies

Fretvm darnary 1 2008 dbe compary  adopted CICA
dbrole Secticn 3031 - Inwentories, wheh 5 basee o the
Internatonal  Accouring  Stendacd:  boare's  Imermnational
Accounting Standa-d 7 and eplacerd existirg GIGA Hendacok
Sestor B03L Undm s oo stardarg,  nveslories am
requred 10 ke measned 11 tha lerwer of rest and net ~azlizablc
walle, Ay lem ar futura compone-ts of
propary, plant and aquipen anfarred fo oropesty
Plent ens eou prignt. The now slaru..ln Also pravides
ay dance or the appropriale meihods of dewerm ning cost anc
e impael of ang weils-downe o net reslzzble valus. The
frplereataion of this stancaid res In b sfennig o
Iwantary ioris such as poes and wite irto prooerky, pant ann
enuigmant - The inalzmentation of 1is sandae dio ral wwee
iy Ingscl on the cormpany’: setement of imoome.

venfary is valued &t 1-f ower of cost and net -ealizabla valus.
tis hasod upan tha FIFO Basis.

fai valz

Investinenls e oo dod

Cepiiglses2is are receded i the 2cccanls an a Sy allecated
cusl Lasis and ae zmorized orotha siraight lre basis o)
vaTing rates egdimale o wrile off II @ ous! of guch asse: cvar
I ameldl e, T ratas gie e

L f2 in Estiratedd Years

Tranariesan  Ladargronnd
Gistribaufion ies - ovehead
Cistribuwtion lines - wnderground
Trans“crmers

Maters

Transpariaticr

Misce |ana:
Camplar

i

b bk

= e

@

Amounts seceived inaic of canstuchan gre ded.actad N Lhe
cost of She jelred capllal assets.  Tha Zorporaicn efains
werership of the relhied assets
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Dacember 34, 2008

West Perth Power Inc.
Summary of Significant Accounting Palicies

Ruvenue Recognifion

Corporate Income Taxes

Paower Purchases

Finaneial instruments

Tiznsmissing
caes, whoh arg BEsec on an aoprevad
irziudes 8 rele of retue. Sush rever
oar 15 transilted and dellvered o cu

ar
DED appoad s bulan 1ar (T ales s ars mocgnizes s
aleclrioity = deliverad te cuzpmess

Bill-age fromm ko 1ast met g date sre ad ustod ansod o
a umnker of Fistar zal fa 5 ta refect asimatad usags fo the
wear-ord dale. [hese esimales are -oficctas on ihe sl ment
of Ginarcis! pasition s unoilled reverue Urhiled rmeenae 5
thz amaunt of eletrizity thak has bocn used by cuxomars, bt
At b e, ayibe o of tha year

Tigtvib.itine pevarie alae jnelices an amonrt ralaing ta pate
farolctizr ar “Ural re el oMoty cLalaimes. whlel &
recevec frans che Indenetdent Fackicly Syslew Gaerator
(IESD) sssoc or 8 standardiznd custanar et 1at 1z asprovcd
by the OFR The surent (=gis aticn srevides rate armesic far
procciboc slasses of Ul and romols suskame:s ky
red.iming the alentricly rates that wion d oilarwise Azply

focountierg for payments in ligd of coracrote neore takes is an
d ldaes payable basis s cisclosed i MNols 1.

Tha powal b necalved Noe e ndependert Zlecincity Svstem
Cperator is reecided in the seriae 1o which 1 refers and ot in
L e i weriGh s regaived.

s [neEnzizl ingtruments inolude cask astouals
£ ACCOUNs payakt e and ancuals,
demanc note ¢ qustomer deposits. J4s 1o har
falone o caucily lor presnpt liquical on, the fair val ss of hess
frencal namumenis appreximats e canyving vale 1 s
InEnEgEinens oinian chl he company is nob expisad B
igrificant At § rate wuency or ofedic rass arze e
IPuga | nane al e stumnurls

iesahvalie. u

ura relased to ather financa asmoments & foune i cata

Feals
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Doe 31, 2008

West Perth Power Inc.
Summary of Significant Accounting Palicies

Use of Estimates

Newr Accounfing
Pronaiicenicnts

The peapaqoien of hingssial stataredts ir sncordarce willi
Sanacizq gens A b LAating prinz ples  regui-es
aaagemenl le wass astimatas and sssuriptisre thal 2ol
thzzoceted amoants of assets anc labilities al e dele of e
Trancizl steloments, and the reparted amounls af eeenues
anc axperses daring the reporlicg paried, Actis resdlts col<d
diffst Yrom  renagaments  hest estimates  as o guddlional
irfarmet an becomes avai ablz in tha Iuturs.

=

Recant azzaunting amncuncements (hal have veen ssued bur
o*a not vot effectiva, and tave = poendsl nplicaton (o the
rRany Ar: as ol s

Intematianal financial reporting standards

The GICA plars o CEAAE wilh [l abona
Finang al Meacrl vy Slunoards (IFRE' cver 3 sransifis period
sxpaced loend in 2011 The impact of Mo anglion . IFRS
an the comgary's lnarcil sktements Fas et t be
susimined
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West Perth Power Ine.
Naotes to Financial Statements

Dwcarmier 31, 2008

3

Regulatary Liahilities

Fegu s assers and labilies arsz sa a sl of the ~ace-aet West Pt
Minwar me fecwrded e fallowing assels srd bl

Z008
Ratail sullle nent varance accednls FooMededr 5 20817
Agset recoveren through rales (16,488} 43781
(Hhar 263,408 147 35

(199,271} &

irclused ir e ratss an 3 foecasl bosis For
pen forecest ano actual purckases oower and retsil
Lo i che role wear ane weld ot she 1 lave ng yeor, when hel [l sisposition is
sl Parl Powes o cecogrizzs 2tz | selflement var aness 85 2 egulstory assel,
¢ expactaan that arounts heid liom ane vear t the nesxt e @e-colling paposes
@il b2 approved ‘or aolacticn f-om, ar sefund {2, futi e customers,  In fhe abseice of rae
ragulation, Caradian jgareraly acceptsd accoutting arcclples would raguiie e acis:
purshased powe cass b2 resagnized @s 3n exoe-se woen nowrsd  rothis sase, operaling
fasulls for 2006 woLld eve boey 562,753 gre 2U0T « 5372,531 [ ghar;.

e axpacted recovesy o seltlemant sericd, ar
cvery of sellament & affecec by sks anc uwsenairLes reating 2 ol nate
& requlalar i detensin g Whe ilsm's Ueabimens Br rale-seting perposes Far

Fi I AGE ols e
zepardert on lhe contuse Uze of @n nisre for rag.latery
curouses, and wally recl e recanzlleradon if the redulator cecided to discentinue the wse of
ihiz Teshan =m ov e, ire the Comoany fo shserk erel varizness in e oartoulsr year

For {he ragulatarg items idarcified sboe,
kelinooe a7 e
harty af
wamnpls, W

-
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Wost Porth Power Ing.,
Notes {0 Financial Statements

Ducenbur 3, 2008

4 Corparate Ineame an Capital Taxes

Jndle g Slackizaly Aol 1995, Wesl Perth Powar Ing s eriived mo maka soyiionts i . o
corparate lees o the Qrlara Zleckizty Fianca Corparalian (D2FC) Tnesa nayments s
caculetg i acoudance wilk the nlez far comput i Ineome 29 fawasla capila and whe
telauant amanns sokained [ e oo Tox A6l (Ganadal and shz Somaiians T Ao
(Ontarie ag modilan by e Sgeldiy Avt 129€2ne e aed regu atinns

«

The company Tollows the rssat iaoilizy irechod & accounling Tar inzame lises. Uncer this
metrad, CLTERE neoi [AKEs Ars ransenzed fa- he estinaed income taxes p;\ygl_\c o fs
curant year, s wel, ‘i incana x asscis I 2 kel o b edlizes avd Uh g ircoma
Jigt il ez ooz for serporry i Rrennes nebyeen bie A2 i acoulijey Lests of
ZREERACT Anifes

Fature b arezunl ace incaguied ef enatag lax ates spacted t Apaly 0 taanle dncora i
Hie years 1 wisicey berr parary i “areroes ave expasted B bo rocevared ¢ satl an

Tha camazny a5 05588 CAME A O e parsses of B11E B3, which wil piré in
2005,

b, Darand Nate Payabla

The Carporation. seuzn 3 pravissesy fele [0 ls sd shasholder te Comporaton o
Muricipality o Weel Furlyan canuary 1, 2002 0 e amount 27 51185381, s nu'e beais
aninerest rala of ¥.25% ard is payakle o demand,

nlerest a7 the nate durlheg Lo yae i araued t 258,004 (2007 566109,

. Share Capital
Autharized|
Liliryitee: aLimbor of cane e sheies

sstiet
008 2

550 Comrznshanes §ORMBITA L A
B —
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Wast Parth Powaer |nc;
Notes to Financial Statements

Dacomber $1, 2008

7.

Reciprocal Insurance Exchange

Wesl Perch Pawesr 10212 2 memaer of the Miaie aal Bl zie: Asseciaticn Bes procal irawrznce
Exzhangs {(MEARIZ] The exznzngs is & zeparate entiy maragad dissclly o tha Elechicity
O sliit lors &ssociion (Z0&),

The mambars a5 in bath o payment of sl arnd De eperatonal costs szzocied w
tha cehar e, Tos mewintm tm s of lizhiiby of the Eachange will ba twenby mil 'on ccllas oer
jaridart zrd s rol o exozed 102 of 1% af te tolal arnaal ievente of he mamecs

Comimitment » Prudential Suppart

A5 A purchasar af akecticlly teougl the ndeacneant Elzcticit e ket Opecatar (IMO), West
Ferlk Powar Ing iz e red to orovida secur by b mirimiza dka 1k oof agaul, besed onoils
expectad aeliviy (1 the mareet. The WO may d-aw ar this secarity i she Comaraton fis 1o
rake & payirarl csouirse ng & wafaul noting issuad by cthe |MC. I Qooocr 2006 0 sensly
thz requitemart, the Coraciaion provicac the 10D with a laiter of chedt i1 the ameunt of
Fanz 22 Thia prudartal staport soabin.ed boobe held by e 1MO at Ceceriar 39, 2008

Related Party Transactions
\Wesl Pecth Powar Inc. s ralatas fe ke o swong ehlldios:

Mur cipa ity o the Comporation 37 Wesi Ferl wha wers all e outstaw ng comeae shanes of
esd Ferth Fowo Ine

Tne campary, ooy D reguisr courso of 108 operations, Suppxicg ooy 0 saront e
Cafparation of the Wiz aalty of West Ferf at 38 company's stancasd ratas,

Abtha and of the year he 2maurts due 12 refated paries #7e oz ollows,

2008 2007

Corparaticn of the Municsa by o Wesl Fal b 143385 3 1450023

Iase balaneas are e Tee and payanle nn derard, axcep: far e amnunt diss aeee in
feka . which i5 innlded i fra5e ba'aacos.
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West Perth Power Inc.
Notes to Financial Statements

Docembeor 31, 2008

10.

Commifrnents

tsak Parth Praver [1o0 has e atsrad
manggemanl seiveos, Theze sarmi

colieclia agieaments fo e provmon of gillrg end

2ris are as folla

Billing services

2005 5 L5654
iy [ 3364
P bl 3,354

ki 265,052
——

| 72 gove amaLns can be aljusled loefec: acd fional il g services praviced w West
Pari Poweer Ine anc & reascraale anwal lrarease,

. Change in Accounting Policy

Hanéboe slanda-da or franzal

In Aori 2005, the Accouiting Stadards Boord iasu
Ingaruirecits, Secllen 3385 ard Seclizen 3861, Saction 3856 Financial Insoments - Receinificn
avl Mersurement addrasses wives fnanc al inzlrumenis shodld se reccar and now they
should b measwad Seslon 3851 Finansigl urenis - Lieslorae and 20NN
procies atandanss for how Frswizl insfrimerts skauld be clssificd or finecie statements
and e disslosurs roeu fumerl: Toe sempary adapzed bath of the standanas e {2zl
wear endad Dece-her 3, 2007, As a reauli of adopfiag thesa new stasdaics, the compzany
feeoreed a non-zask erod  of 5°0 035 ta accurn of1er comprahzasive asonie far he
ehange in azscunt ng o T hancisl 3 claas fen &3 auvEllable 07 sake and negswad o8 i
value rather than sost a: ihe commmorzariart of tha 2007 Fazal year

=

Penslon Agrecinients

Wiws! Parlh Powe b, sonfribules fo s Crano Municipal Crp
(D MER.S whizhiz amuill-emaleyer plar, o behall o* 5 memoaer:
dafinen etefit plan wnicy specifies the amount of i
AP ayess a83A0 an thairlandgth of $erice and rEtas of pay

ment Systam
TaEpanisa
awad by Iba

sivices Tar H
roiuded a

syt ondes Oanambar 31 2005 was 221 9
& Ire G the SAtmart of oo @i

The contribaticn fo curiz:l 5
(3007 - 5178700 ~his zmound
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Decembser 31, 2008

TE

West Parth Power Inc.
Motes to Financial Statemants

Capital Disclosures

Th cornpany's aainoje clives whai -z

a) Lrsurg ongo g ascess to fandicg ba mainta n and e
st Perth Pawer Ino te 1 Ret oapital ne
1ed with covenants rolatad to s croob

2 fha sloctizity Sisliblton
; and

b

A3 ot Deesraber 30, 2000, the earnzanys cofialbor ef 2aptal Inelldes skaehalders 2qulty
FI20E00 (ZI07 - 31.884,792% ard the demand note aAyshe 31183591 00 -
$1,183,291). Ihara havg dear 10 ¢iargas ir 118 comEany's aporoach s cap s anzgarrart
chiring the yaar

The sompan;'s crvenarts eguie e cument ratio (o be graster han 20501 and the cebd o
equlty 8%o 1o ke loss than 051 At Dscentar 3°, 2008, the compary is in compliance with
hase covarats

Comtingent Liabillitios

Ar action nas been braugiht andler tbe Tass Procesdings Act, 19520 Tae ainll' class
s=eks FEI0 millioyin r rion for @ eant zaid o Taronte Jydre and b giker Crtaric lozal
CISTIEON Comaaries ("LDCE) wiae ‘aceied 1als jayment parates which constilule
interest &t an saclive rale in = of RO oRc yEar cantrary fa sesfion 347 af e
el Goda, Pleadings have s 0 ks actien, Tha aslan has nat vl been veriied
an & olass solin and no discoverizs have Seen held as e parizs were swaitryg ke
ollsarms 9 8 eiiliEl proccacings beoughnt eganst Snbidge Gos Disfiaulion.  The
Flectrizity T stribute-s Assorisdon is uncartaking the dsfears of fhis clzss acton

Or Aptil 22, 20304, The Suoreme Court of Ca
Ges case rejecting zll of e dafeces wh
2llhavg he Souit did not penrit e Plzint 28 Lo fesovel damages o ary pongd prior
to the issuancs = fre Slatarrz-tof Clair 91 challenging k= vali nf lale pamant

i - Gourl “grrillzd the metler bacs lo e Dr F

nada -eleased a decision n the Jonsumons
h had been rziged by ha Eroid Gans

i the sellemearl el Carrages payable 2y Tnbr dye.

Alter W release by the Supraria Galst of Ganade of lls 2004 daelso4 In hs Eroridge Cas
2A&F IF2 ple noffs e D0 lake payment penaltias class setmn indiczrad their inention o
praceoc with IFe  IFicatien 2gzinzt the LLCs. |o date no farmal steos have baen take e
: action fansare il s ibend to respond o the actien i asd whea it
et At B i e M P e i . b AR o e SR g
Eas,

lakeanels ef tre

Ao cals Lo, 1L is ol possil
DOMIETW,

cfuznd Ty the efect Fane <o L iz
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West Perth Power [ne.
Notes to Financial Statements

Decamber 31, 2008

15, Medger with ERTH Corporation

o Margh 6, 20738, Trie Muric et Parh signed 2 won shaewi
Vermaly Friee T aves Powe: Cocporalond. Ths termy shest pronoses 1
woLle @cgui-y all of the i=2aed anc eotetaneing shares of West Pats

lity 2° Was: Peill' ) excieige for shares of FRTH Carporafian

ERTH Curparation
RTH Carparalivg
awer Ing, fram The

. Comparative Information

Carain comparalve Tgurss hava bean e fir b0 confarr with the tucent vear

pressntson.
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CLINTON POWER CORPORATION
FINANCIAL STATEMENTS

DECEMBER 31, 2010

WEST PERTH POWER

CLINTON POWER
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INDEPENDENT AUDITORS® REPORT

iy P Slgreheass ot Shintan Uower Carporabon

vt o modiled (e Szcompangng financial ststements of Slinton Pogear Comomdion wheeh coampriss e
balapes sheed as ol Decees s 31 2000 and the slakzmenta of come, retaingd camings ond caesh st e e

yoar bep enass, and s surnineey sl gigelicanl agecs g policies and otrar cxplanatery inksrmation

M il FegponEl (o e Ninansa) Stehamants

Maagemend =2 respensible for e coeparation and fae cecsundalion of heses ool sfal=meils iaciondance
willt Dinaha generally accsples dccounlirg principles. srdd For such o idicimsl ceniol as e imassganme 1
dolbireres b ceneinane e enabee the prezarsuon o Cinancial swldoments e aee hee loe ecearial
rrisstatorr sl whoilbee duae b Wil e 2onr

Altoes” esncnny

O =spnsibilily sl 2xpiess an coinon o theze inarcial sioments Bosed on oo il We conducled ow
aud | arscmAtee wath Canaass gensially aczepred suoing swnceems Thoss shcodos sques hal owe
et oy il =il g csnErls and plan 2ed persrre 50 audit b cotain reasonnble gaes roe g el
shia financi skaiorrenls @ez e Poenenesler s ausslatement

Seoaudil rvolezs sodorming preosedues leoolilza il peosence abodl |02 amounts $9C diaclogiszs i the
dnancizl ststzmants The precadutzs selectzd dopord oo jadgmes | ineiaing he azezssment o the risss of
rmEtzrizl pussiatemery of dbe firarcal salomonts whehe due Lo reee o e e aking Hhcae sk
aseagame s, e comader intarnal cartrel elavant o te ety s peparsbon ged B preesentEtion stibe iranzial
sliienenls nosrdsr o design audic procedures that sre szpnesnats in the ciourmesfancesbol ool o The ouooss
cloppesang an oprnc T an e sfecidenses of the e-ity's memal eontrol An aodic ssn inecacs pealaabing b

gppraprialen=as ol Emcounling  seloss Lzed = ke resmenacioness ol Bccourting cslimokes s Ly
rrn e ey, s el e evaloating e ovsrall prazentatoe of the financdl statormarts.

W b e bl e ded il evidenez we have oitanss 15 suficlent 3o aopropiate 1o prova: a basis forour aodil
Cririon.

Coirman

e ppinice e opaneE slatemsnis presem ariy. meoall msenal rezpecis, the ingroal posdicn of Clinle:

Bz Topmianinn as ol Tece s 37 200 and s resulls ol cps st s 200 s cash flows for tho yoar thas
et e e wilh Sansid e esneially aeescied acaonnbiog oo ns Fles

Kims 4

Y et

—

hararsd Accountanis, Licsesd Public Accousiants

fulay 2U. 2071

Lordon, Carada

LRl B TNy { ST B (o E el & o TR T BTY ER TR 1 1 e B | b
i oo reymeed 0 ek D eow oD sy ok T EE mid ezl Jnreerhs
1WA kel e | E o il
FRR ik i A K-

Page: 2



Exhibit: 1

Tab: 3
Schedule: 2
Page: 2
CLINTON FOWER ( ATHPOIRRATION
BALAMUCE SHELT
AL AT DECTLMBIR 31. 2014
ARSTTH
20000 2009
{ nrrent Assets
Cush 5 - F 431558
Acceunbs receivable (nele 3 | PRI
Inwentary 10.13% 140005
Prapaid exponszs - Inzel
True [moaw celated ooarties (nole 7 - FURA
QT N33 B R L
Flant and Kjgopmend [note 4 ) 1,587 589 -3 2p K
Future Paymenl in icw of Ineome Tax Asset {ontc 11 G 000
Hignlateny Asseds gnole 3) Tahag 290 70
Ly NI CXAN 538
LIABILITIES AND SHARFIIOLDER'S EOUTTY
Currval Linbilities
Memand rperating loan aoZ2l0dd & -
Agconets payable gnd accruzd liabilitics 407911 [.647.562
CUSToer depas.ts { a6 54.794 55,42
Pasments in liew of income Adxes pavahle 1,60 ER LT
[3nc ta relazed parties innts 7] 237002 -
Relamed pacoy note aavabls frease 81 SO CO THLSAR
R R 2AT0EN0
Fotore Repgabuory Taxes Purable (noe 5) 07 8100 RILEATH]
Rezolwiory Lighilitiea (nale ) IN.B5T I8 E5T
Sharchoider's Rquity
Shars capita. fnotz 4 98, TEG 98, TRE
Retainzd earminas (Celiciiy {2005 32 b [LOE Ry
A9 A0GE “05 08
S.-l".lﬂ"i'll"rl | Sa ARl |
Continpont fiahilities jnotzs [0, 12 and ©5)
Bulmequant kyents (nntz 14
APTRBOVED N FENAET OT THE BOARI-
Fr ‘ﬁ?; Direcinr _ Llirgator

e @atrones . Dedihaes' Sy S caftt ot oy detepead szons il e sy e oo Dl Seme gty



Exhibit: 1

Tab: 3

Schedule: 2

CLINTONPOWER CORPORATION
STATEMENT OF RETAINED EARNINGS (DEFICIT)
FOR THE YEAR ENDED DECEMBER 31, 2010

2010 2009
Balince, Beginning of Year F 105678 $ (86,219
IMet Loss L00edsy 52250
Balince, End of Year Fans s 05 678
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CLINTONPOWER CORPORATION
STATEMENT OF INCOME (LOSS)

FOR THE YEAR ENDED DECEMBEER 31, 2010

2010 i 2009 L)
Eleciricity Revenue § 2,730,868 § 2,547 559
Cost of Power 2230 209 2036178
Ditrhution Bevenue 10,053 10000 311383 100.00
Exp enses
Bilhing and collecting 2,962 058 36,418 11.04
Corarora ty relations 22857 045 13,398 262
Direct operation 297072 5824 264, 490 5172
Ciffice and admimstration 265675 1109 93,104 12.21
Regulatoryand professional 190,513 3735 59670 11.67
549 307 10771 457,020 95 .36

MNet Income (Loss) from Operations Before
hefore Interest, Amortization

and Ciher (39 338) (771 24,303 4.74
& mortization 79,194 1553 12,107 14.10
Interest B0 1707 40,333 7.89

Income (Loss) from Operations
Before Other Income and Tax (205,615 (4031) (28,137 (17.25]
Oither Income
Intereat incorme a, 347 128 o220 .50
Service revenls R 19 30 40,058 7.82
104949 20 58 49 T8 9,62
Net Income (Loss) $ (1006463 (a7 §_ (3RES (7.63)
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CLINTONPOWER CORPORATION
STATEMENT OF CASHFLOWS
FOR THE YEAR ENDED DECEMBER 31, 2010

Cash Proviled by (Used in) Operating Activities
Met ncorme (loss)

[t tns not requirng an outlay of cash:
Lmortization

Changes in ron-vash working capatal balances:
Lccounts rece frable
[rerentory
Prepaid expenses
Payroent m Lien of income taxes
Regulatoryassets
Lecounts pasable and accred habilibes
Regulatoryliabilities
Custorner deposits
Payroent in lien of income taxes patable
Dhae to related party

Net Cash Provided by (Used in) Op erating Actirities

Cash Flows from Investing Activities
Ldditions fo property; plant and equipenent

et Inc rease (Decrease) in Cash

Cash, Beginming of Year

Cash (Bank Indehiedness), End of Year

Supp kemental Cash Flow Information
Interest paid

2010 2009
$ (1006460 § (32.259)
70 104 72107

(21 452) 33,242

2,573 (75.973)

3,856 66,272

10,760 :

. 3,000
(183,229) (59.633)
(1,239 £51) 377.291

- (36,933)

(672) 2936

(1,329) -
1,105,329 62,705
(319.275) 373,491
L3N o0 215005
(660 572) 158 433
450,558 292,135

§ (210,014 § 450,558
P_22083  S_2Ll230
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CLINTON POWEER CORPORATION
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

1. Mature of Operations

The Cntario Croseernrme nt enacted the Energy Competibion &ct, 1992 o mboduce competition to
the Ontario electricity market by the year 2000 Tnder the terms of this legislation, the Onfario
Erergy Board (the "CER") mgzulates mdusty paricipants by issuing licences for the nght to
geterate, transwat, distrbote or retml electicity These licences reguire corpliance with
established market miles and codes. The Ontano Governrent opened the Cmtaro electricity
rnarket to competiion on vy, 2002

Clinton Power Corporation ('the Company') 15 wholly owred by ERTH Corporation who 15 1n
turn owned by the following wine ooracipaliies, each of whom has one voting comrnon share:
Lylmer, Central Elgin, East-Zormra Tavistock, Ingersoll, Morwich, South-West Oxfoed, Zorra,
West Perth and Central Horon. The Cormpatyeanties on the business of distrbuting electiicityto
the towm of Clinton.

2.  Significant Accounting Policies

The financial staterments of the Cormpansy have been pre pared bymanage ment in accordance with
Canadian generally accepted accounting penciples, as modified by regulations and policies set
forth in the Onfario Enersy Board Accounting Procedures Handbook Those policies that are
congidered to be particularly sigraficant are outlined be low

ia) Plant and Ecpuproe nt

Plant and equiprment are recorded at the far market walue of the assets transferred fror the
Wurdeipal Hydro Electic Cornissions to the Company on August 31, 2000, and
subsequent to Lugust 31, 2000, at cost on the date of parchase, Plant and equpenent are
atnortized over their useful Ive s using the straight-line method over the following penods:

Plant and ecpupirae nt
Sutorotive s prnent 10 ears
Corupnte r equipraent 10 sears
Service, office and other ecpupme nt 10 gars
Transmission abd distribution systemn 25-30 wears

Cornstrocbion work in progress 15 recorded at cost untl such firne that the asset 1z completed
and awailable for use at which point it 15 amorized over its wse ful life.

by Contrbutions to Plant and Eguopraent

Contrbutions are recerved from developers and contractors for capital costs ineurred by the
Compeny. These contmbubons are included as a reduction to the cost of the related plant or
emprnent when those assets are placed i service.

The attoched Auditors ' Beport and motes fvm o igegral partaf hes oudiied fuoacial satements.
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CLINTON POWEER CORPORATION
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

Significant Accounting Policies (cond.)

(e

(d)

(e)

Fewenne Recognition
(1) ElecticitySales

The Corpany follows the practice of eycle billing of enstorer's accounts and reverns is
recogrized i the penod consmred. Estimated customer nsage from the last billing date
to the wear end (unbilled reverne) 13 include d in revenue.

(11) Interest [ticome

Interest mcome on outstanding customer accounts 15 recogrozed ona hime proporbon
basis, taking account of the principal outstanding and the effectre rate over the period
to rmatunfy when 1t 15 deterrmned that such income will accrie to the Comparny

{111} Service Bewenue
Service revenne 15 recognized as service is performed.

Financial Insttnents

The Company's financial assets and financial labilibes are classified and measured as
follors:
= Cash 1s classified as held for trading and 15 measured at farrvalue. Gams and losses
related to periodical revalnation are recorded in ret ncorne.
= Locounts recelvable and regulatory assets are classified as loans and recervables and
are mitally measred at faw walue and, subsequently, at araortized cost using the
gffectrve mterest rate rethod.
= Aecounts payable and accrued lisbilies, regulatory lisbilities, custorer deposits,
and long-terrn debt are classified as other liabilities and are ratially e asured at fair
value and, subsecquently at arnortized cost using the effectree interest rate method.

Financial Effects of Distrbution Rate Regulation

The financial resulte presented are m accordance wath Canadian generally accepted
accountng prnciples and withan that framework the Company accounts for the mupact of
regulatory achons it the following manmer:

(1) PFegulatory Decisions to Adjust Distnbubion Rates

In the event that a regulatory decision 15 rendered, providing regulatory approeeal and
certaitty to the recognition of an asset or creation of a Hability and culwinating noan
adjustment to the Company's distmbubon rates, such occwmmnces are mmediately
reflected in the Cormpany's accounts.

The attoched Auditors ' Beport and motes fvm o igegral partaf hes oudiied fuoacial satements.
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CLINTON POWEER CORPORATION
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

2. Significant Accounting Policies (cond.)
{11) PFegulatory Chrection and Practice

In the absence of regulatory decision impacting rates, and whers the Company is
recuired by re sulatoryaccounting practce or directon to accurmlate balances for fohare
rate recovery or creats labilities for future discharge, those swnounts are recorded in
accordance with that regulatorydirection.  Management assesses the future uncertainty
with tespect to the final regulatory disposibon of those amounts and to the extent
required, makes accountng provisions to reduce the deferred balances accmrmulated or
to ircrease the recorded habiliies. Upon rendering of the final regulatory decisions
adjushng distmbubon rates, the provasions are adjusted to reflect the final irmpact of that
decisior, and such adjustient 15 reflected in net earrangs for the penod.

Lraounts currently confitreed by final regulatory decision, and amounts currently
accounted for in the absence of final regulatoryrdecision together wath related provisions
for future uncertainty, are rnore fllydesenbed in note 5 to the fivancial staterne nts.

(1i1) Fegnlatory Balances

Effectrve Jarmary 1, 2009, the Company adopted the changes to CICA Handbook
Section 1100 - Generally Accepled Accounting Principles. The amendreent to this
sechon rernoved the terporary exerphon pertanng to the application of the section to
the recozmition and measurerment of assets and liabilies anising frorm rate regulation. In
response o the removal of the exemption, the Companyestablished accounting policies
for the recogmton and reaswerernt of assets and liabilites ansing from rate
regulabon. In accordance with the Canadian GALF herarchy smdance framework
outlined in CICA Handhook Section 1100, the comparsy has deternmined that its asssts
and lidhilities arsing from rate regulation qualify for recogration mder Canadian GALF
and this recogration 1z constant with .5, Staterment of Finanecial Secounting Standards
Mo, 71, Accounting for Effecis of Cerfain Types of Regulafions ("FASTIM). The
corpaty concluded that its policies for assets and lishilitie s arising from rate regulation
were consistent with the prireary sowrces of Canadian GAAP and were developed
throngh the exercise of professional judstnent.

(1v) Income Tax Expense

Effectrve Jarmary 1, 2009, the Company adopted the changes to CICA Handbook
Section 3465 - Jncome Tazes, which states that, as a mte regulated entity; future income
tax assets will be retumed to customers as theyare recovered. A5 aresult, all increases
o decreases in fubure necome fax assets are offset by a regulatory liability As at
Decernber 31, 2010 the Company has recorded a future income tax assets of $67,000
and a correspording regulatoryliability of $67.000 (rote 5).

The attoched Auditors ' Beport and motes fvm o igegral partaf hes oudiied fuoacial satements.
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CLINTON POWEER CORPORATION
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

2. Significant Accounting Policies (cond.)
(+) Rate Setting

The distibution tates of the Corporation are based on a reverme requirernent that
provides a regulated Mlaximnm Alowable Retwn on Equity ("TVIARE™) on the amount
of shareholders' ecuity supporting the business of electricity distibution, which is also
deterruned by regulation. The Commparny files a rate apphcation with the OFB annually.
Rates are twacallyeffective May 1 to &peil 30 of the following year. Accordingly, for
the first four months of 2010, dismbuobon revenue 15 based on the rates approved for
2009 Cmee every four years, the Company files an Electmeity Distibution Rate
application ("EDR”) where rates are rebased through a cost of service review. In the
mntervening years an Incentrve Rate echarism application ("TRELTT) i3 filed. & cost of
service EDE. application is based npon a forecast of the araount of operating and capital
exyenses, debt and shareholder’s eqputy reqqured to support the Corpany’s husiness.
Lr IR applicaton results 1na forroilaie adjustieent o distibubon rates to 1ncreass
distribmtion rates for the annmal change in the GOP IPIFDD net of a produs trity factor
and a “Stretch Factor” de terrnined by the relatree efficiency of an electricity distributor.

The Corupany’s last cost of serace EDER apphicaton was rmade 11 2010 and approved on
Jaruary 19, 2011 wath rates effecite Decerber 1, 2010 and imple rented on January ],
2011, Such decision provided for 2010 service distibution reverme requirernent and
rate base of $737,312 and $1,212,953 respectively. Such amounts do not include
provision for the oestrent of the Company o the Smart Deter Initiatoee, farther
elaborated below.

In Decermber 2009, the OER concluded a Cost of Captal proceedimg wth the 1ssuance
of a final report. The report principally dealt with the adeuacyand deterrednation of
the Mhxiranrm &llowsble Feton on Equity ("IWVISEE™). The Board has acknowledgzed
that it needs to refine and reset its cwrrent forraula for deterraiving MARE o
1) acknowledgze and mcorporate a nblitvepread off of Canada long -bonds withan the
Egpuity Rislk Prermum (“ERP™) to better reflect utility bonowing costs (initially
141 Shypsy,
i) to melode a S0bps “mansachon cost” component withan the ERP to reflect
estinated transaction costs related to utlitybomowings; and
i) recuce MARE wolatility from arrmal charges in the Canada lonz-hond and 1) by
reducing the annual adjustrment factor from 0.75 to 0.5; and
1) reflect a more realistic and "“fan™ base nsk premium for Local Distrbmbon
Cora panie s.
The method of transition to the new MARE is theough a Cost of Service Spplication
sirnilar to the 2006 EDE. &Application. The Corporation such an application in 2011 with
an effective date of a1, 2012

The attoched Auditors ' Beport and motes fvm o igegral partaf hes oudiied fuoacial satements.
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CLINTON POWEER CORPORATION
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

Sipnafirandt Accoumiing Pobcies (comt )
(1) Sroart Ivleter Irahative

The Prosance of Onfano has comruotted to hawve “Siart Meter™ electicity meters
mstalled i all homes and small businesses thronghout Ontano by the end of 2010
Sroart Dleters pernit consumption to be recorded watlon specific fire intervals and
specific farifls o be lesvied within such intervals

In support of this mobateee, the Company cotnpleted its deployrment of Smart Ieters
thromghout 2009, 2010 and early 2011, with 1,500 Smart Meters deployed by the end of
2010 Successful teshing with the provincial Ikter Dats NBnagement Fepository
P IVIDIVIE™) wiillbe corpleted in 2011

(w1l Creen Energy and Green Economy Act

In early 2009, the goverranent tabled the Green Enerey and Green Economy Act
CGEGEL™.  This new legislabon makes fundamental changes to the roles and

responsibilities of LDCs in the areas of renewrable power generation, conservaton and
dermatd manazerment delivery, and the developrnent of stnart distrbution grnds.

The Green Energy and Green Economy fct provides LDCs with the freedom to own
and operate a portfolio of renewable power generation and will permit thern to provide
district heating services in their communities through co-gereration. LDCs will also
bear added responshbilities to assist and enable consamers to reduce their pealk dermand
and conserve enersy in an effort fo meet provancial conservation tarzets. LDCs will also
gain new responsibilities in fransfonming their local distdbmtion neteorks into seart
grids hamessing advanced technologies to facilitate the connection of sall-scale
generators and the two-way flow of mfbrrmation.

(v1) Hew LDC Lice nse Beguirerments - Conservation and Dernand Management Targets

C Moverrber 12, 2010, the OEB amended LDC heenses to mclode requirements for
achieving certain CDN targets over a four year period commencing January 1, 2011,
The Company’s CDM targets melude a derand reduction target of 0320W and a
consuraption reduction target of 1 3800Wh, LDCs must also complywith a new CTDRM
Code of the OFB, which provides LDC requirernents for the developrrent and delivery
of COW S tratezyrto the OFER for the achievement of LDC-gpecific CDI targets, anral
accounting and reporting to the CER, and elizhbilityentena for perfonmance mce e
pavrents. The Companyhas filed its COM 5 rategwrwath the OFER.

The attoched Auditors ' Beport and motes fvm o igegral partaf hes oudiied fuoacial satements.
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CLINTON POWEER CORPORATION
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

2. Significant Accounting Policies (cond.)

if) Payroernts in Lien of ncorme Taxes ("FILs")

The Compaty uses the lahility me thod for accounting for PILs. Under this me thod, futare
payrent in len of incorme tax assets and liabilities are recogrozed for differences bebseen
the carrying walue of assets and lisbilities for accounting parposes and their respective valnes
for pavment in len of meome fax paurposes. These differences are measured using
substantrvely enacted tax rates applicable for the period in which those differences are
expected to0 be recovered or settled To the extent that there 1z uncertainty regarding the
recovery of a fature pagnent in lien of income tax asset, a waluation allowance reducing the
fuhare pavaoent m liew of incorme tax asset 15 recorded.

iz Imentory
[reventonies consist primarnly of materials and supphes. [ems considered to be major futare
cotporents of property, plant and equprnent are transterred o peoperty plant and
eouiprnent. [rventones are carvied at the lower of cost and net realizable walue, with cost
deterrraned on an average costbasis net of a provasion for obsolescence.

ik Immpairreent of Long-lived Assets
Long-1rved assets are tested for recoverability when events or changes in circurstances
indicate that their canmang value may not be recoverable. &n wopairmnent loss 1s recogrzed
when the canving walue exceeds the total undiscomted cash flow expected from their use
ard eventual dispositon. The amount of the wapanraent loss is determined as the excess of
the carrying walue of the asset over its fair walue

(1) Use of Estimatas

The preparation of the financial statements of the Company i conformity with Canadian
geverally accepted accounting principles requires tranagement to make estimates and
assumnptions that affect the reported amounts of assets and labilities and the disclosure of
cortingent assets and lisbilities at the balance sheet date and the reported amounts of
revernue and expenses during the reporing period, Actoal results could differ fror thes
gstirnates.

The attoched Auditors ' Beport and motes fvm o igegral partaf hes oudiied fuoacial satements.
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CLINTON POWEER CORPORATION
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

2. Significant Accounting Policies (cond.)
(1) Future &ccounting Changes
(1) International Financial Reporting Standards ("TFES")

On February 13, 2008, the Canadian Sccounting Standards Board confirmed the publicly
accountable enterprises will be requited to adopt IFES 1n place of Canadian generally
accepted accourting principles for interm and annual reporting parposes for fiscal wars
beginrang on or after January 1, 20011, On Septerober 10, 2010, the &c5B decided to
pennit rate-regulated entifies to defer thewr IFRS 1mple mentation date o Javuary 1, 2012

The Company has an infernal nitiatree o govemn the correersion process and 1s cmrently
in the process of evaluating the potental rmpact of the comwersion o IFRS on its
finarncial staterents. Although the opact of the adoption to IFRS on the Corapensy's
Balance Sheet and Incore Statement is not et reasonablyde terminable or estimahle, the
company does expect a sgmficant increase i financial statement disclosare
requitements resulting from the adoption of IFRS, and iz designing the systems and
related process changes, which wall be requred m order fo prosade the additional
infornation required to make thess disclosures.

Green the contmmed uncertamnty around the tung, scope and eventual adophon of' a
rate-regulated accountng standard nrder IFRS and the potenbal matenal mapact of the s
stardards on the Company's financial staternents, the Company has decided to apply
IFRS fo its financial statements ending Decerber 31, 2012 with restaterment of the
araounts recorded on the opening IFRS balance sheet as at Jarmary 1, 2011, for
conparattve putposes. The company continues to assess the 1mpact of the correersion to
IFES on its resulte of operation. At thus fime, the rapact on the Company’s fubare
financial staterments cannot be determined.

3. Accounts Receivahle

2010 2009
Enerzy, water and sewer § 755,210 § 685,361
Unbilled enerey 213 A6 202 056

§ 062874 §_ 077,447

The amounts shown above are net of allowance for doubtful accounts of $89.231 (2009 -
F174.700,

The attoched Auditors ' Beport and motes fvm o igegral partaf hes oudiied fuoacial satements.
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CLINTON POWEER CORPORATION
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

4, Plnt and Equip ment

Cost Accumulated Met Met
2010 Amortzation 2010 2009
Plant and equproent § 269183 % 102270 % 164913 § 157514
Transrassion and distribahon
syster LET0 635 458 357 L4200 676 Ll&#.57]

2142818 361237 §_lSR7SRn § | 3d6085
Cruring the year, the Company recorded amortization of $79,194 (2009 - $72,107),

5. Regulatory Assets and Lishilities
Begulatory asse ts consist of the following:

2010 2009
Betail setlement variances (&) § 371,620 § 214010
Special purpose charge sariance (h) 5,360 -
Other regulatory assets 04257 76,760
Late pavnent penalhes s tlement (c) 4,704

405000 $.220.070
Begulatory lisbilifies consist of the following:

2010 2009
Resulatory assets recove ryac count o O3EEST § 3REST
Future payroent i lien of’ ncorme tax labaity AL [N] _danon

$lIS25T $ 23831
The OER appeoved an Interim Bate Order for Mlay 1, 2008, that effectively remosed the
recovery allocahon of the regulatory assets arounts untl the final Cost of Service Rale
Lypphcation was approved.  The new Cost of Service Rate Order approved by the CER,
effectrve Decernber 1, 2008, includes an allocation of the recoveryrof the low voltage energy

varances. The remainder of the regulatory assets will be recovered based on fiture rate
orders.
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CLINTON POWEER CORPORATION
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

5. BRegulatory Assets and Liahilities (cont. )

{a) Betal settlement vanances repre sent arnounts accurnulated since the operang of the electricity
tnarket on Mlay 1, 2002, Thess vanatces are corgrised of vartancesbe tween armounts charged
by the Independent Electicity Ihrket Operator and amounts biled to customers plus
varances from settlerment and transmission charges. In the absence of rate regulations, thess
costs (revermes) would be charged o the pernod meurred.

(b On &pel 9, 2010, the OEB informed electricity distnbutors of & Special Parpose Charge
asgessment under Section 26.1 of the Ontario Energy Board &ct, 1995, for the Iinistry of
Energy and Infrastucture conservation and renewable energy pograrn costs. The CER
assessed the Company $11,920 for their apportioned share of the total provincial amount of
the Special Purpose Charge of $53,695,000 in accordance with the miles set out in Ontario
Begulation 66710, In accordance with Sechon 2 of the Special Parpose Charge Bezulation, the
Cormpany is allowed to recover this balance. The recovery is expected to be achiewved overa
one-vear penod, which began on ey 1, 2010

{c) The late pawment penalties setflement account relates to the settlement costs accrual
assoclated with the late pawrent charges class achion (note 13 and 143, All of the Ivhurdeipal
Electrcity Utilities ("IWET") wreolved o the settlerent, meluding the Company, have
requested an order from the CEB allowang for the future recovery frorm eustoraers of all costs
telated to the settlement.

{d) Dernand side management ("DEL") arnounts are expenses mowred in accordance with CER
mles and regulations and represent costs to the Company of lterature provided fo its
custorners and capital expenditures to provide energy conservation, In the absence of rate
regulations, these costs (revernes) wonld be charged to the period mearred.

6. Customer Deposiis

Customer deposits are obiuned as secunty for energyconsunphion. Croan annual basis, interest
15 calenlated at a rate of 1 5% and credited to the customers' utilityacconnts. Also included are
securitydeposits recerved for constrac fion projects

7. Related Party Transactions

The revenue reflected in the financial staterents meludes the electcity reverne for the sale of
electricity to the Iuneipality of Central Huron for $311,735.

The Comparey bas a contract with ERTH Corporation for management services

The Company has contracted CREU Solutions Inc, Ecaliber (Canada) Inc., and ERTHZ60
Cerneraton & Consulting Inc, compares urder common control, fo provide the following
srvices: malntenance and nperades to the existng capital mfrastructore of the Companyy, billing
and collec ion services and adminstratmee srvices,

The attoched Auditors ' Beport and motes fvm o igegral partaf hes oudiied fuoacial satements.
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The contracts between the Company, TR Solutions Inc, Ecaliber (Canada) Inc, ERTH360
Gereration & Consulting Ine, and FRETH Corporation are measured at the exchange arnount,
which iz the arount of consideration peaid or receved as established and agwed to by the related

parties, unless noted othe rwise

The revenue reflected in the financial statements mcludes the elec tricity rewerne for the sale of
electricity to the Mhurdcipality of Central Huron, Thess tansachons are in the nomnal coarse of
operations at rates approved by the Ontano Energy Board. In addition, the Moueipality of
Central Huron charges the Corpany for managerne nt, laboar and facilities costs.

Chiring the year, the Comparyrpurchased the following services from related partes,

ERTH360 Generating and Consuliing Inc.

Puarchase of capitalized e ms
Purchase of operations, maintenance and adruanistrative services

The SPiGrowp Inc.
Purchase of capitalized e s
CRU Solutions Ine.

Purchase of capitalized e s
Parchase of operations, maintenance and adrarmstrative seraces

Erie Thames Powerlines Corporation

Parchase of capitalized e ms
Purchase of operations, maintenance and adramstrabive seraces

ERTH Corporation

Purchase of managerment services

Ecaliber (Canada) Ine.

Purchase of operations, maindenance and advanistrative serdces
West Perth Power Inc.

Purchase of capitalized e s

Sale of operations services

Purchase of operations, maintenance and adwirastrative services

The attoched Auditors ' Beport and motes fvm o igegral partaf hes oudiied fuoacial satements.
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CLINTON POWEER CORPORATION
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

7.  Related Party Transactions (cont.)

The contracts with ERTH Corporation for management srvices and facilites rental and with
CRI Solutions Inc. and Feoaliber (Canada) Ine. for mamdenance and uperades to the existing
capital infrastmetore of the Corgpany, billing and collec ion serace s, and adiinistrative services
are being reviewed and arended as necessary to ensure compliance under the revised Affiliate
Relationship Code issued in 2002 by the Ontario Enersy Board,

&t the end of the year, amounts due fror related parties 15 as follows:

2010 2009

IvTuricipality of Central Huron : §__30 286

&% the end of the year, amonnts due to related parties is as follows:

2010 2009
ERTH Corporation 205266 § 3
ERTH360 Generation and Consulting Ine. 31,872 -
Ecaliher (Carada) Ine. Q331 -
CRI Sobations Ine. 104 -
Ene Thames Powerhnes Corporabon 24,231 .
Clinton Power Corporation 3A2 .
West Perth Fower Inc. 593,391 i
IvIunicipality of Central Huron fi7, 440 -
$ 03Tz §_

The corapearies are related as follows:

EETH Corporation owms 100% of the 1zsued and outstancding shares of the Comgpany West Perth
Power Inc., Clinton Power Corporation, CRIU Solutions Ine. and ERTH Holdings Inc.

Ecaliber (Canada) Inc,, ERTH360 Generation & Consulting Ine. Coulter Water Service Ieter
Inc. and The 5P1 Group Ine. are whollsowned subsichares of ERTH Holdings Inc.

Cmecor Tabty Solutons {Canada) Lid. 13 a whollwowned subsidiary of &Ahicus Ilanagement
Solutions Inc., which iz jointlyeontrolled by ERTH Holdings Inc

Utihsrnart Corporaton 15 jomtlyeonttolled by ERTH Holdings Ine.
The WTuricipality of Central Huron 13 a shareholder of ERTH Corporation

The attoched Auditors ' Beport and motes fvm o igegral partaf hes oudiied fuoacial satements.
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CLINTON POWEER CORPORATION
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

8. Related Party Note Payahle
2010 2009

Interest only demand note pawable to the

Namicipality of Central Howon bearing

interest at the municipality's prrme homowing

rate. b - $ 608,786
Interest only demand loan pawable to the

Dlamcipality of Central Hwon beanng

mterest at the arrmal average prime rate. - 14,172
7% derand prormiseory note pavable to the

Namicipality of West Perth.  This note 13

unsecured 500,000 -

§_ 900,000 $_770.058

Crring 2010, $67 467 was charged to interest expenss for interest on related party debt 2009 -
$18,503),

9, Share Capital

Authorized
Urnlbimited rumber of commmmon shares
2010 2009
Izsued capital
2,000 coraraon shars § 698 786 $_608 728

10. Prudential Support Requirements

The Corpany, as a Local Distnbution Comparny under the Ernergy Competiton Sect, 199%,
E.5.0, posted prode nhal sapport oblizations on market operang, May 1, 2002 with the Electic
Indepetident Tlarket Operator. The prudential support oblization as at Decernber 31, 2003 was
$1209,900 and had not changed as at December 31, 2010, The prudential support requirement is
honoured through a letter of credit.

The attoched Auditors ' Beport and motes fvm o igegral partaf hes oudiied fuoacial satements.
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CLINTON POWEER CORPORATION
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

11. Payments in Lieu of Income Taxes

The provision for payments in ben ("FILs") of mecome taxes differs from amounts which would
be caleulated by applsang the Cornparsts corabined statutoryineome tax rate as follows

2010 2009
Incorme (loss) from contirung operations before PILs § (100,645 (38250
Statutory Canadian Federal and Prosaneial income tax rate 31.00 % 33.00 %
Basic rate applied to meome before PILs (31,2003 (12823
Cither —a1.200 —ldEdd
Prowision for payre nt in lien of income tax N $ s
Effective tax rate - 2 S

The Comparcyas of December 31, 2010 has recorded a future payroent m len of income tax asset
of $67,000 (2009 - $40,000) and futwe income tax regulatory labdity of $67,000 (2009 -
$40,000%, based on future substantivel venacted income tax rates,

slgmificant corponents of the Corpansts fiture meome tax assets and regulatory lability are as
follovrs:

2010 2009
Flant and ecpuipraent $ 16000 % 2,000
Regulatorradjustoents 17,000 10,000
Hon-Capital loss 24 000 22000

$GL000  §_40000

The Company has acoumnlated non-capital losses for tax purposes of $137,000, which are
available to offset income in the fiutaore. These non-capital loss camy forwards of $11,000,
$73,000 and $53,000 will expire n 2028, 2029 and 2030 respec ttve Iy,

12, Guaraniee

The Company has guaranteed the operating and term loans of its parent company ERTH
Corporation up to 25% of the Compare?s equity or $123,116. The loans are secured bya Ceneral
Secwity Agreement covenng all assets of the Compary and a pledge of the shares of the
Corparey. &s the Company does not expect to be ina posiion where it would need to honour
this guarantee in the foreseeable futore, no liability has been recorded in these financial
atate rments:

The attoched Auditors ' Beport and motes fvm o igegral partaf hes oudiied fuoacial satements.
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CLINTON POWEER CORPORATION
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

13. Contingent Liah ility
Elactric DYsfrbutors Associafion

By Order dated July 22, 2010, the Ontano Supenor Cowrt of Justice consolidated and approved
the settlerent of teo class actions aganst LDC, one corunenced in 1994 and the other, azainst
all Cmtario WEUs, in 1998, The actions sought $3500,000,000 and $64,000,000, respectrrely; in
restitution for late payrnent charges collzcted byrthern from their custorners that were it excess of
the interest lunit shpnlated m section 347 of the Crronal Code. The claims made agamst LDC
and the defiration of the plantff classes were identical it both actions such that any damages
pasable by LDC in the first action would reduce the damages pasmble by LDC in the second
actior, and vice versa.

The July 22, 2010 cowrt order formalized a settlerment pursuant to which the defendant WEUz
will pay the amount of $17,000,000 plus costs ard taxes in settlement of all claims. The amount
allacated for payrient byeach MEU 15 its proportionate share of the settlement amount based on
ite percentage of dishibution sereice resenue over the period for which it has exposure for
repaviient of late pavment penalties exceeding the interest rate linit in the Crrminal Code.
LDz share of the setflement amount was expected to be $4,702 pawable on June 30, 2011,
Uride r the setflement, all the MEUs reolved in the setflement, meluding TDC, have requested an
order from the OFB allowing for the fubure recovery from customers of all costs related fo the
setlerment. LD has acerued a habilityand a corvesponding re gulatory asset in the aronnt of the
ahore (hote 1<)

14, Subszequent Evenis

Late Payment Class Achion

Chy Febrpary 22, 2011, the OEB smied its final decision allowing for LDC to recover the
se ttlement amount of §4,702 for the Company from customers over the period commencing Ilay
1, 2011 aned ending Lypeil 30, 2012,

Amalpamation of Rate Repulated Enbifies

Subsequent to year end, the Company entered mio forrmal proceedings to amalzamate Ere
Thatnes Powerlines Corporation, West Perth Power Inc. and Clinton Power Corporation. Final
CEB approval was recerved in late Ilarch 2011 to arnalzaraate thess enfites. The amalzamation
13 expected to be completed i June 2011

The attoched Auditors ' Beport and motes fvm o igegral partaf hes oudiied fuoacial satements.
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CLINTON POWEER CORPORATION
NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

15, Capxial Disclosures

Tle Company's man objectve 1 to ensure ongoing access to funding to maintan and waprose
the electricitydistribution systern of the Companyy

Lz at Decernber 31, 2010 the Comgpany's definition of caputal mcludes shareholder's equityrand
lorg-term debt fia at Decerder 31, 2010, share holder's equity amounts to $492, 462 (2009 -
$503,108) and long-term debt amounts to $900,000 (2009 - $770,958). The Companys
stucture as at Decewber 31, 2010 iz 65% debt and 35% equty (2009 - 5350 debt and 45%,
euity). Thers have been no changes 1n the Company's apeoach to capital management dunng
the wear.

16, Financial Insiruments

&5 a rate-regulated enbity, the natare of the Company's operabons are defined and restneted by
regulation. Financial operations and nsks are also substantally mdluenced by regulation, iraiting
the necessity to engage m sk mitigation strategies wvolving the use of dermattees or hedges,
and the Comparny did not engage 1n those actvites during the fiscal year.

The corapary has adopted CICA Havndbook Section 3261- Financial maraments for disclosare
paurposes as the Companys financial imstniments are not subject to disclosure reguire ments under
Section 3262 or 3263 of the CIC A Handbook.

a) Credit Risk

By regulation, the Company 15 responsible for collecing both the disttbution and energy
porions of the electicity bill. On averase, 16534 of armounts billed to customers are for
distribubion charges and 244 of the ball 15 energwrelated. Unless the retailer elects to ball the
custorners divec fly for the energy porbon of the bill, the Companyis exposed toa credit nsk
substantiallyereater then thewr portion of the electneitybill.

Ilitigation of substantial losses 15 provided through the opporturnity to apply for recovery for
thoge losses through distibution rate adjustivents in fubre wears, if appeoved by the regulator.
Lddifionally, regulation peovides for certain customers to provide secwrity deposits for a
prescribed period of period to mitizate collection loss.

The Company s not exposed to a signiticant concentration of credit nsk withan any customer
segroe nt or individual custormer.

b} Fair Values

The fair walues of the Corgpany's fikancial assets and habilihes approximate their bool: walnes
urless otherase disclosed.

The attoched Auditors ' Beport and motes fvm o igegral partaf hes oudiied fuoacial satements.
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NOTES TOTHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2010

16, Financial Insirumends (cont.)
¢l Interest Bate Hisk

The Compary 1s subject to the nsks associated with debt financing, meluding the risk that
existing mdebte dness secured by the property may notbe refinanced or that the terms of such
refinancing mawy not be as favorable as the terms of existing indebtedress. The Cormpany
does not uge anyhedging mstuments fo rohgate 1 nsk.

17. Comparatwe Figures

Cerfain comparattve figwes lave been reclassified to conform with the financial statement
presentation adopted m the current wear,

The attoched Auditors ' Beport and motes fvm o igegral partaf hes oudiied fuoacial satements.
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CLINTON POWER CORPORATION
STATEMENT OF EETAINED EARNINGS (DEFICIT)
FOR THE YEAR ENDED DECEMBER 31, 2009

2009 2008
Balince, Beginning of Year f iaa8181 § 54389
et Loss [AE E50 (121 207
Balince, End of Year 60 DA T (T cd Y
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CLINTON POWER CORPORATION
STATEMENT OF INCOME (LOSS)
FOR THE YEAR ENDED DECEMBEER 31, 2009
2009 W 2008 0
Elkciri ity Revenue § 2,547,559 § 2655621
Cost of Power 2036174 2184340
Disirih ution Bevenue 511,383 10000 471,261 100.00
Experces
Billing ard collecting 6,418 1103 132,837 2820
Coraunnityre laions 13,398 252 (3,603 (0,767
Direct operation 264430 3172 196,051 41.60
Office ard administiation 93,104 1821 54,349 11.53
Begulatory and professional 224870 1167 251 329 59.71
427020 B535 anl 023 140,28
Met Inc ome (Loss) from Operations Before
hefore Interest Amortzation
and Crher 24,303 475 (18R Tad) (40287
Amortzation 72,107 1410 a158 12.56
Interest A0.5333 729 62149 I 3 ]
Income (Loss) from Operations
Before Other Income and Tax (88,137 (17247 (311,097 (6603
Cither Income
Interest meome Q220 120 20 503 .28
Service TEVENTE A0 05% 783 160 297 34,00
" —ogz  __12RE90 __402s
Net Income (Loss) §___ {32850 (26l fi12i 20y (2575
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CLINTON POWER CORPORATION
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2009

2009 2003
Cash Flows from Operating Ac tirities
Het Incorae (loss) § (38,850 $ (121,207
[terns not requirirg an outlay of cash:
Lrnortiza ion 12107 29,156
33,248 (62,021}
Changes m non-c ash working capatal balarces:
Lcoounts rece Trahle (a3 257 (AE, 4410
[reve zitony 6,272 (24.635)
Regulatory assets (1368, 588) =
Lecounts payable and accried habalhe s 424 137 3459 545
Customer deposits 2036 10,530
Diae fo related party 4,129
Net Cash Provided by Operating Activilies 373,491 209,580
Cash Flows from Investing Activities
Ldditions fo property, plant and equiprent i 215 (6E) (190 026)
Met Increase in Cash 158,423 18,564
Cash, Beginning of Year 202135 Al
Cash, End of Year §_ 450558 $_202135
Supp kemental Cash Flow Information
Interest paid $___ 21830 § -
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CLINTON POWEER CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

1. DMature of Operations

The Cmtano Govertrnent enacted the Energy Competiton Aet, 1998 to miwduce competition to
the Ontario electicity market by the sear 2000, Under the termns of this legislation, the Ontario
Erergy Board (the "OFEBR") regulates industry parbicipants by issuing licences for the nght to
generate, fransmit, dishlbmie or retal electicity. These licences require complhance wath
egtablished roarket rules and codes. The Ontano Governroent opensd the Cmfario elechciby
rarket to corpetition on vy 1, 2002,

The Corapanyris wholly owned by the Mhuracipality of Central Huron and cames on the busness
of distrbuting electicity to the town of Clhinton

2. Significant Accounting Policies

The financial staterents of the Cormparey have been prepated by managerment in aceordance with
Canadian gererally acce pled accountig principles, as modified by regulations and policles set
forth m the Omtano Enersy Board Sccountimg Procedures Handbook Those polbeies that are
conside red to be particularly sigraficant are outlined belowr:

fa) Property, Plant and Equpeaent

Property, plant and equipenent are recorded at the faiy market walue of the assets transfemed
from the IWameipal Hydro Electric Cornissions to the Compary on Sugust 31, 2000, and
subsequent to August 31, 2000, at cost on the date of parchase. Property, plnt and
eouipraent are amorized ower their useful Ives using the straighi-line method ower the

following perods:
Flant and eqpuipraernt
Lutormotie equprnent 10 years
Corupnter equipraent 10 years
Service, office and other equiproe rt 10 years
Transrnission and distibution system 2530 wears

Constraction work i progress 18 recorded at cost unhl such fire that the asset 13 completed
ard available for use.

(b Contributions to Properts; Plant and Equiprnent

Contribubons are recerved from developers and confractors for capatal costs mewred by the
Corapany. These contributions are included as a reduction to the cost of the related
Property, Plant or Egquipeoent when those assets are placed in service,

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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CLINTON POWEER CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

Significant Accounting Policies (cont.)
i) Rewerne Recognition
(1) Elechieity Sales
The Corapany follows the practice of cyele billing of custoraer's accounts and resernne is

recogrized in the period consuried. Estimated custormer nsage from the last billing date
to the vear end (mbilled reverme) is meluded m revenne.

(1) Interest [ncome

Interest icorne is recognized on a time proportion basis, taking account of the principal
outstanding and the effectrve mte over the perod to mataity, when it 1s determined that
such tneotne will acerue 10 the Corgpansy.

(1i1) Serdce Revernne
SETVICE TEveTne 18 recogiized as service 15 performed.

(d) Financial Instoments
The Company’s financial assets and finarcial habilities are classified and measwed as follows:

= Cash 1s claseified as held for trading and is measared at fairvalue. Cmite and losses
telated to periodical ressaluation are recorded n net incorwe.

= Leocounts wecercable and regulatory assets are claseified as loans and recervables and
are iritally measured at fair walue and, subsequently, at amnortized cost wing the
effectrve interest rate method.

= Becounts paymble and acerued habilibies, regulatory lisbalibes, custorner depoats, and
long-terrn debt are classified as other iakilities ard ave iribally reasured at fair value
and, subsequertly, at amorhized cost wing the effecinee mterest rate method.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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CLINTON POWEER CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

2.  Significant Accounting Policies (cont )
ig) Financial Effects of Distibution Rate Regulation

The financial esults pesented are m accordance with Canadian genemlly accepted
accounting peincipes and withan that framework the Company accounts for the mapact of
regulatoryachons in the following manmer:

(1} Fegulatory Decisions to Adjust Distdbmtion Rates

In the event that a regulatory decision s rendered, providing regulatory approval and
certainty to the recogrobon of an asset or creation of a hability and culronating m an
adjustment fo the Company's distibution rates, such ocomrences are irmediately
reflected i the Cormpany's accounts.

(1) PFegulatory Dhirechon and Practice

In the absence of regulatory decision Dopacting rates, and where the Company is
recpuired by regulatory accounting practice or direction to accumulate balances for fubwe
rate recovery or create lishilities for fohuwre discharvge, those arounts are recorded in
accordance with that regulatory direction.  Managerent assesses the future uncertamty
with respect to the firal regulatory disposition of those amounts and to the extent
recpured, rakes accountng provisions to reduce the deferred balances acowrnulated or to
merease the recorded lighilities. Tpon rendenng of the final regulatory decisioms
adjusting distibmtion rates, the provisions awe adjusted to reflect the final irmpact of that
decision, and such adjustmert 15 reflected m net earrungs for the penod.

Lruounts curently confinmed by final tegulatory decision, and amomts carrently
accontited for in the ahsence of final regulatory decision toge ther with related prosisions
for fiture uncertainty, are more fully described m note 5 to the firarcial statements.

if) Payroents it Lien of Incore Taxes ("PILs")

The Compary wses the hability method for accounting for FILs. Under this method, futoe
payrnert in lien of incorne tax assets ard liabilite s are recogruzed for differences betaeen the
carrang value of assets and labalities for accounting purposes and their respectrve waluwes for
payrient in len of meome tax paposes. These differences are measured wing substartrely
eracted tax rates applicable for the penod m which those differences are expected to be
recovered or settkd. To the extent that there is uncertainty regardivg the recovery of a fiutare

payriert in lew of ncotne tax asset, a valuation allovance reducing the fuhire payment in e
of eorme tax asset 15 recorded.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.



Exhibit: 1
Tab: 3
Schedule: 2
Page: 2

CLINTON POWEER CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

2. Significant Accounting Policies (cont)

iz} lmventones

Effectrve  Jarnmry 1, 2008, the Company adopted Canacdian Instiate of Chartered
&peomntants ("CICA"™) Handbook Section 3031 - Jnvenfories, which 1z bhased on the
Intermational Accounting Standards Board's Intemational Sccounting Standard 2 and
replaced existing CICA Handbook Section 3030, Under this new standard, irerentones are
required to be measmed at the lower of cost and net realizable walue and any iterns
considered to be rmajor fubwe coraponents of property, plant and equipeeent are to be
transferred to property phnt and equipenent.  The new standard also provides updated
suidarce on the appropniate methods of detenvarang cost and the irnpact of any wiite-downs
to net realizable walve . The implementabon of this stardamd did not havee any opact on the
Corpany's results of operations.

[rventone s consist primanly of materials and supplies. [reentories are carried at the lower of
cost and net realizable walue, with cost deterruined on an sveragze costbasis net of & provision
for chsolescence .

(hy Use of Estimates

The preparaton of the financial statereents of the Cormpany m conformity with Canadian
generally accepted accountivg principles repures tanagerent to make estrmates and
assumptions that atfect the reported amounts of assets and lakilities and the disclosure of
continzent assets and hiabilities at the balance sheet date and the reported amounts of revene
and expenses during the reporing perniod. Actual results conld differ from the s estimates.

1) Impaimoent of Long-lned Lesets

Long-lived assets are tested for recowerabiliby when events or changes in circumstatces
mmdicate that thewr canying salue may not be recoverable. &n mnpaiment loss 18 recogmzed
when the carrying walue exceeds the tofal undiscounted cash flow expected from their nse
ard eventual dispositon The armount of the npairment loss 1z determined as the excess of
the carrang value of the asset over its falr value.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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CLINTON POWEER CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

2. Significant Accounting Policies (cont)

i) Accounting Changes
(1) Generally Accepted &ccounting Prineiples

Effective JTannary 1, 2009, the Commpanyadopted the changes to CICA Handbook Section
1100 - Generally Accepled Accounfing Principles.  The amendiment to this section
rercved the temporary exermphon pertamirg to the apphication of the sechon to the
woogrition and measurement of assets and lisbilities arising frorn rate regulation. In
response o the removal of the exermption, the Company established accountng pobicies
for the recognition and measurerent of assets and liabihties avsing from rate regulation.
In accordance with the Canadian GAAF herarchy guidance frarmewoek outlined m CICA
Handbook Secton 1100, the commpary has detennined that its assets and habilities ansing
frora rate wzulation gqualifyy for recograton wmder Canadhan GAAF ard fhas recogrobon is
constant with 115 Statereert of Finaneial Accounting Standards Mo, 71, Aecounfing for
Effects of Cerfam Types of Regulations ("FASTL"). The company concluded that its
policies for assets and hishilifies ansmg from rate regulahion were consistent with the
prireary sources of Canacdian GAAP and were developed tlwough the exercise of
professional judement. A= a result there was no changes in the Company's opening
retained earnings as at Jarmary 1, 2009 or the Compary's results from operations for the
vear ended Deceraber 31, 2009 as a result of the adophon of this sechion.

(1) Incorne tax expenss

Effective Jarmary 1, 2009, the Corapany wtoactvely adopted the lability method for
accounting for mcome taxes and restated prior period amounts. Under this method, Hiabare
ncome tax assels are recogmized for the differences between the financial staternent
carrying amots of existing assets and labilites and their respectve values for income
taw purposes. These differerces are measured using substantively eracted tax rates m
effect i the period inowhich these differerees are expected to be recovered or settled. Asa
rate regulated enbty, future mcome taxes will be rebomed to customers as they ame
recovered A5 a result, all mcweases or decreases in future meome tax assets are offset by
a regulatory hability &z a result of the adopfion of this standard, future mcorme fax assets
of $19.000 were deterrined to exist, howeswer given the uncerainty shout the Cormpany's
ghility to utilize those assets, a full waluation allowance was taken. There weas no mapact
to prior period earings as a result of adophng this standard.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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CLINTON POWEER CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

2. Significant Accounting Policies (cont)
(k) Futare &eccounting Changes
(1) Intemational Firancial Feporting 5tandams ("TFRS ")

Oin Febmary 13, 2008, the Lccounting Standards Poard of Canada ("&c5B") confirmmed
that publicly acc omtable enterprises willbe regpured to adopt IFBES in place of Canadian
GAAF for mterim and anvual reporing purposes for fiscal years begioarg on or after
January 1, 2012

& lomited raber of corverged or IFRS-based standards will be incorporated mio
Canadian GALP miorto 2012, with the ®maring standarde to be adopted at the charge
over date.

The Compary has an miternal 1mohatree o govermn the coreraon process and 1= cwrently
i the process of esaluating the potential wupact of the corsersion to IFES on its financial
staterents.  Although the opact of the adophon to IFES on the Company's Balance
oheet and Incorme Statement 15 not vet reasonably determinable or estimable, the
corapany does expect a siznificant increase in financial staternert disclosure ek ments
resuliing from the adophon of IFES, and 15 designing the systems and related process
changes, which will be required in crder to peovade the addiboral infbrmmation egmred to
make these disclosures.

In July 2009, the Intermational Aocounting Standards Board ("TA5B") issued an exposare
draft on rate regulated actvaties. The [ASE staff has postponed presenting their analyeis
of the responses to the [ASE. This presentaton may inclode options for the next steps of
the rate regubited acimabies project. It 1s unclear at this tine what the outcome of the
[45B's deliberations will be and how that will Bopact the Company's reporing urder

IFES.
&t this fime, the mopact on the Cormparsy’s fobwe financial staternents carmot be
deterrmaned.
3. Accounts Receivahle
2009 20038
Enerzy, water and sewer § 63353681 § A92.234
Unhilled exergy 292 036 201.956

$_ 077 447 $_&04.190

The amounts shown showe are net of allowance for doubiful accounts of $174.709 (2005 -
$195,1100.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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CLINTON POWEER CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

4. Property, Plant and Equipment

Cost Accumulated Met Met
2009 Amwrtzation 2009 2008
Plant and equipenent f 2468347 % 289333 % 157514 § 0 170224
Transtrission and distibntion
systern 1561272 302901 1. 168,571 1.012.800

folE02llo b 42004 b olZgeles $ Ll123l2d
Crring the vear, the Company recorded armortzation of $72,107 (559,186 - 2008).

5. Regulatory Assets and Liah ilities
Begulatory assets coreist of the following:

2009 2008
Betail setflerment vanances § 224770 § 164942
Oreanizational costs 16,760

$20L520 §_la4043
Begulatory lisbihties corsist of the followang:

2002 2008
Regulatory assets recove 1y ace ount 38257 38,857
Future pasyroert i heun of mcome tax habiliy 40,000 -

$_TEE5T §__ 38857

The OER appeoved an Interim Bate Owder for Mlay 1, 2005, that effectrvely remomed the
recovery allocation of the regulatory assets amounts untl the final Cost of Service Rale
Lpplication was approved.  The new Cost of Service Bate Crder approved by the CER,
effectrve Decernber 1, 2005, includes an allocabon of the recovery of the low vollage energy
vanances. The wmaincder of the regulatory assets will be recovered based on fiature rate orders.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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CLINTON POWEER CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

5. Regulabry Assets and Liahilities (cont.}

{a) Betail setflerment vanances repress nt araounts acournalated sinee the operung of the elechicity
raathet on Mlay 1, 2002, These varlances are corgprised of warlances between arnounts chawed
by the Independent FElecticity Nhrbket Cperator and amounts billed to customers plus
vanances frorn settlement and transmission clarges. In the absence of rate regulations, these
costs (revermes) would be charged o the perod mewrred.

(b} Demand side managerment ("DSWI") atnounts are expenses mcwred in accordance with CEBR
mles and regulations and represent costs to the Compeny of Lferabwe provided to its
customers and capatal experditores to provide erergy corservaton. In the absence of rate
regulations, these costs (revernes) wonld be charged to the penod e wmed.

6. Customer Deposits

Customer deposits are obtaimed as security for energy consuraption. O an antual basis, interest
15 calenlated at a rate of 1.5% and credited to the custorners’ utility accounts.  &lso included are

securty de posits wcerved for constraction projects
7.  Related Party Transaction

The cornparies are related as follows:

The Ihanicipality of Central Haron owns all the ontstanding cornon shares of Clinton Power
Corporation

The mvenue reflected in the financial stateraents ircludes the electacity reverne for the sale of
electricity to the Municipality of Central Huron. In additon, the Whracipality of Central Huron
charges the Corpany for managernent, laboar and facilities costs. These fransactions are m the
nommal course of operations at rates approved by the Crtano Enerey Board.

The followirg table surimarizes the comparsy's related party transactions for the year,

2009
Rewenes
Expenses § 230,996
&t the end of the wyear, amounts due from related party 13 as follows:
2009 2008
Ivhurdcipality of Central Huron §__ 74250  §_140993

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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CLINTON POWEER CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

8. Due to Related Party
2009 2003
Interest only demand note paymble fo the
Mhmicipality of Cental Hwron beanng
mnterest at the romicipality's prirae borrowing
rate. § 698,786 $ 608,728
Interest only demand loan paymble to the
Whnicipality of Cental Hwon beanng

miemwst at the anrmal sverage prrme rate. 1217 1217
TI0,958 TI0,958

Less: cwrrent porbon (70.958) -
- $_770938

The mmicipality's prime borrowing rate as at Decerdber 31, 2009 i 24%,. Duaying 2009, $3 7,006
wascharged to interest expense for interest on related party long-terra debt ($42 920 - 2008).

0, Share Capital
Euthorized
Unlirrated nraber of coraroon shares
2009 2008
[asued capital
2000 coraraon shares § 698 786 $_608. 786

10. Prudential Support Reqguirements

The Corparey, as a Local Distibuteon Comparny under the Erergy Competition fet, 199%,
B.5.0, posted prudential swpport oblizations on market opening, May 1, 2002 with the Electoc
Independent Mlarket Operator. The prudential support oblizaton as at Decerber 31, 2008 was
$129,900 and had not changed as at Decernber 31, 2009, The prudential support requirernent is
honoured through a letter of credt.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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CLINTON POWEER CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

11. Paymenis in Lieu of Income Taxes

The provasion for payrments m hen ("PIL2") of meorae taxes differs frora areounts whach would be
calelated byrapplang the Compars's combined statiutory incorae tax rate as follows:

2009 2008
Incorme (loss) from cortivming operations hefore PILs § (3825 $ (121,207
Statitory Canadian Federal and Provncial meome tax rate 33.00 % 33.50 %
Basic rate applied to income befor FILs (12,523) (40,604}
Oither 12523 40,604
Prorasion for pasanent m len of e ome tax % : $ -
Effectree tax rate S S

The Corapars as of Decermber 31, 2009 has weorded a Hiture payroert m len of meome tax asset
of $40,000 (2008 - $Ml) and futwre ncome ta regulatory Lsbility of $40,000 {2002 - L),
baged on fuhire substantreel v enacted incorne tax rates.

slgrficant corgonents of the Company's future income tax assets and regulatory hability are as
followrs;

2009 2008
Property, plant and ecquiprment $ g000 F 16,000
Regulatory adjustinents 10,000 -
Hion-Capital loss 22000 2000
40,000 12,000
Valuaton allowance - (19,0007
hodlnon S

The Company has acoumulated non-capital losses for tax poposes of $82,000, which are
available to offset mcome in the fuhoe, These non-capital loss carry forwards of $11,000 and
F77,000 will expite in 2028 and 2029 @ spec vely.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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CLINTON POWEER CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

12. Contingent Liahility

Chy Mlarch 2, 2010 the Electric Distnbutors Association ("EDA ") presented fo it's raembers and all
electric distributors i Cntanio, the ters of a tentative ssttlernent with respect to a pending class
action lawsmt azanst all local dishibmation corpans's ("LDC's") regarding the chargmg of late
paytrent penalties ("LPP's") which are allezed to have confravened Section 347 of the Criminal
Code. Tt is contended that LPP's are "indetest” as defined in the Crimminal Code and that, in certain
circumstances, the mnplied rate of mtere st exceeds the escribed lrmt of A0%

The plambfis seek repayanerd of all noproper LEP charges. This hhgation has been pending smee
1994 in the case of Toronto Hydro, and sinee 1992 in the case of all the other LDC's. Sirnilar
class actions were also brought agairet Enbndge Consamers Gas and Uron Gas. On each of
these occasions, the Suprerme Court of Carada has made mlings which were fourable to the
damtifts and which deprrved the deferdant utilites of most of their defence s to these clars.

In Light of'the setterment m the other case s, indwstry comeel metchon bayran Ld Hoe Corarties
of the EDA recently parficipated in a cowrtenpervised mediation process to explore possible
settlernent of the case against the LDCs. & settlement in pinciple of the liization onbelalf of all
LDC's has now been reached. The tertative settlerment agreement recuire s the unarirmous consent
and appeoseal of all LDC's. AN LDC's st indicate their acceptatce of the settlemert on or
before Lpnl 5, 2010 The Cntane Superior comrt of Justice comened a hearmg on Iay 26, 2010
to consider the settkment of the class action suit at which a tentatree resolution was reached.
Specific details related to the Corpans's labiliies are not et availdble at this tirae.

13. Subszequent Event

Subsequent to year end, the Cormpary sold 100% of its msued and ontstarding shares for
$722.007, which was funded through the 1ssuance of shares of the purchasing Company. As part

of the puchase consideratior, the Cowgpany agreed o parchase and subscnibe for one voting
Clase "&" shawe of the purchaser $0r conside rabon of one dollar.

14. Capital Disclosures
The Company's main objecthe 15 to ensare ongoing access to funding to mairdain and 1rpeone
the electcity distribution systern of the Company.

Lz at Decermber 31, 2009 the Company's defiruton of captal meludes shareholder's ety and
long-terrn debt. As at December 31, 2009, share holders’ equity armounts o $393,100 (2008 -
$631,068) and long-terrn debt amounts to $770,958 (2008 - $770,958). The Companys
stuchire as at December 31, 2009 iz 55% debt and 4500 equity (2008 - 350 debt and 45%
equity). Thers have been no changes n the Corapars's approach to capital rmanagerment dunng
the wear.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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CLINTON POWEER CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2009

15. Finanial Insiruments

&5 a rate-regulated entity, the nature of the Corapary's operations are defined and restncted by
wgulation. Financial operations and nsks arve alao substantally indluenced by e galatiorn, limating
the necesaity to ergage n risk mitization strategies teobang the use of dermeatives or hedges, and
the Corparny did ot engage m those actities danng the fiscal wear

The cormpary has adopted CICLA Handbook Section 3261- Financial mafruments for disclosare

prposes ag the Companys financial mstuments are not subject to discloswe requements urder
Section 3262 or 3863 of the CICA Handbook.

) Credit Risk

By wgulation, the Company is responsible for collecting both the distibution and exnersy
portions of the electicity ball. Omoawerage, 16% of ammounts billed to customers are for
distribntion charges and 24 of the bill 1z energy related. Unless the retailer elects to ball the
custorners divectly for the energy portion of the bill, the Cormpany iz exposed to a credit nsk
sihstantially greater then their porhon of the electicitybill.

Ihtization of substantal losses 15 provided through the opporbaraty to apply for recovery for
those losses through distidbution rate adjustaents in futare wears, i approsred by the regulator.
Lddiionally, regulation peovides for certain customers to provide secwrity deposits for a
presctibed perod of period to mitizate collection loss.

The Cormparey 15 not exposed to a significant concentration of credit risk within arey customer
seztuent or irdivadual eustorer,

k) Fawr Valiues

The fairvales of the Company’s firarcial assets and liabibties apgroximate their book walnes
urless othenwise disclosed.

) Interest Bate Risk

The Company 15 subject to the nsks aseociated wath debt financing, including the risk that
existitg indebtedness secured by the property may not be refinanced or that the terms of such
refinancing may not be as fvourable as the terms of existing mdebtedress. The Corpany does
niot use arey hedzing instaraents to ratizate its nsk.

16. Comparatiwe Figures

Certain comparattve fizures have been reclassified fo conform wath tle staterent presentation
adopted in the current wear.

The attoched Auditers' Bepory and potes S o igegralpart of these andited Anomcial shobements.
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ALIITOR'3 REFPDRT

Ta the Ekateholdear:

Y'a have axamined the halance sheet fer Clinlon Power Corporation a5 al December 31, 2008 and the
stateman:s of operations and retained earnings and of cash flow for Fe year than ended.  These financiaf
state ments are the respenslt ity of the corporalion's mgnagsment, Qurrespansibility is to express an opinion
an thesa fnancial stalamenls based an our audit,

Wie conduzied our audit in accordance with Canadian generally accepteo audiing standards. Toose
stendards require that we plan and perdorm an awdlt to obtaln rageonabla assurancs whether the finanaial
steements are free of materizl mlsstatemant. An audidt Includes examining, on A fest besis svidence
supporting the amounis and disclosuras [nihe financial statements. A0 audit Alsn inclydes asssssing the
accounting princlples uzed and slgnificant estimates made by management, as well 83 eval ating the overall
financkal statament presartatlan

Inaeir apl flon, 1hesafinandisl stataments preaentfairy jnallmatenal respectsz, the firancal positon of Zlinton
Powst Carprretion 85 &t Decemnar 31, 2008 and the results of ite ooerations and s cach flaws for lhe year
lh=1 énden in accaomanea with Canadian oenerally accapted accountiag prinelales.

f/“’ﬁ‘* (Brvdin v Soalbotd 20 p

Charteren Accauniarts
Licensad Public Accourtants
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CLINTON POWER CORPORATION

BALANCE SHEET
BSE Actamoany N notes i fnsncisl £k karrenks

A at December 34 2008 2007
ARSETS
Currant assets
Casn 2872135 ITI T
Acrounts receivahe hEN 119 Gh3,238
Accried unblled revenue 201,856 15 #3/
Gue from Mumcipalily of Contral Huron 277,548 21E.7a0
Irventanes 20,277 55,522
Defarred sharges 10.780 1,520
1.812.793 1,495, 584
Ragulatory agaelz rate 3 200,913 287 522
Property, pfant and equipment freale: 4 1,183,125 Qe 285
$2.895.811 52,714,190
EIABILITIES AND SHAREHOLOER™S EQUITY
Current llabllitles
Accounte pawakle and acerucd llablities 714,452 407 3ER
Bl Munigipalty of Centra. Haren 63,506 332,087
Due e Clinton Hedro Edsctriz Retail Affliats Inc. i, r18 27,530
Hyc'ro One requiatory a55els payshbls 38,857 156 4689
Meta payable - Erie Thames Sarvices robe 5 21,867 40 GBS
Motes payaple - Wumcipzlity of Cenfral Huron - pals TT0853 770,508
ClUetorner depaqin X450 A1 8
2,264,699 1,957 G2C
Shereholder's cquidy
Cainmon shares 08 TEE G498, 7T5C
Hetained earnings (deficit) [65,654] &4, 350
g32,132 753,175
% 2710155

L achalf of the Boargd;

7
&

/5 Z, 596,831
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T
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Fat tha year ended Decembar 31 2008 2007
Senlee ‘evanus 2808, 5T9 2,810,243
Enesrgy cast 2,184,360 2.a1.8ar
Distributlon revehue 424 16% &, 3046
Other revenup
Irterest and late oaymeni chanrges 41,009 24, G5
Other rentals, matenals and charges 18,781 17,604
i _B5C,536
Expend ture
Diger bution ayatem 147755 123,165
Billlng and collecting 118,521 106 35%
B=d debl expensa 42 45k 21,286
Administratian g2 822 B2 6E2
Regulatory and profaseional 107,068 145,314
Euikling aperation 3,235 24,078
Amartlzaban of capitel asgets 59 186 86, 054
Imerest an lanm-tar deat 42 Beh 47 0E1
Ctae’ Interest 18,223 14,045
505,852 838,925
Het earnings {los&) for yvear {121,0431 (53,380)
Reteined aarnings beginning of yaar b 54,380 F 11277
Rtained sarninge (defleit) end of vear % 66658 § 54,385



CLINTCN POWER CORPORATION
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For the year anded Decembar 31 2008 2007
Dparating activities
Mel ramings (loss) for year (121,043} 'aR, 3000
A Amarlizafion of capital Aszets 59185 a6, 025
Wiinrking capital pravided by [ Jscd far) aperations (61,867} (2,354
Cask prowidad by (used for) changes \nworking cap izl
Aocounts receivable (58, 847) [205,353)
Unklled révende (20,716} A77.08%
Inventones |24 635} 14,224
Frapaid experses - A,2C0
Deterred charges 10,760 10,760
Fay_latory amaynts reooyerzhlie aT.00a 20e212
Hycro One regulalony sssete payable (147 612) 47 B3
Accounts payatle 459,353 J5C, 500
Consumer depazits 10,580 13,154)
Cua to Glintza Hydro Electde Relail AR liate Inc. 4,189 14,7600
cpsh provlded by fused for) gosrations 228,201 LEY Hed
invesbment activitias
Adaitione ta cepital p3sers (E90, 028) (22,831
Caah uaed o inwsstments (1R 025) 132 551
Finamclng activities
Change in nates payable {18,801} _ M3an
Cash provided by Fiancrg _ t15,801) 113,132)
Inzreege |decrgasa) in cash 18,564 283, 305
Met cash (Bank overdraft) beginnlvg of year 2Te5M (120,734
Met cash (bank everdraft) cnd of yoar § 202,155 F 272 571
Suppementany cAsh 10w infarmation

Irrares] paid
Payivents in lisu of corpo-ate faxes

AL, 500
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CLINTON POWER CORPCRATION
NOTES TO FINANCIAL STATEMENTS

Faor the Year Ended Decembar 31, 2008

1. Buslnoss vparations

Tha Clinion Fower Corperatior. i3 @ wholly ewned subsidiany company of tha b aricipal ity of Central Sunon
previding alacirioe| dietibution sarvices o inhabltants of the Town of Clintan es requlated by the Sntaro
Cacrgy Board.

2. Signifitant accounting poligies

l'he financial atatements of the corporation ara the rapreeantalion of management prepared in daccordarco with
t2anadian generally accepted aocalnting pilnelplas including accaunting principles presceribed by the Ontario
Enardy HBoard ("OEB in ihe harobook "Accountlng Procedaras Handbaok for Eleciric Qistrb stion Lliliies"

Inventonies
Inveninres are statod at iewer al cost and ne: realizable valie,

Reguisiony ggsets
Cosls eurad, bul experted to be recoverad Irom future revenues, are, by DEE reaylatary aulhorily,
ecomed as ragulatory aasets, Costa deferrad ara malnly hose raleting tevariances bebwsen the oozt of
energy pulchasad, ransmissian and cornection and cnergy sales  Lisposition of theee deferred chames
will b2 deiemmined by the QEAB.

Capital assats
Ceaprilal axseis ame staled gl cosf lass aocumulaed amart zafian. The ooal is amonized on the siraig e line
basis ower tha eestimatad uzeful lives of the assete s follows:
Disllibulion sysi=nm 23-30 years
Trucks and euipimenl 10 years
Contrioutions jo capital a3sets ale includad a5 a reduction 19 the cost of the related asset.

Rever e recogilticn
Senace pevenue & tecarded on lhe bagiz af regular meter read ihgs and estimates of coslomer usaoe gince
Ihe et meter reading date to the end of the yes-,

Ihcome Exes

A a whelly ownad subsidisry eompany of the Municipality of Central Huron, the company is exermgpl iwm
inceme taxas undar the Inggrme Tax Acl{Canada), Undar tha Elscirizity Act (15583 (Cnlarfa), the company
iz requlicd o maka payments in liey of taxes to the Ontara Electrizity Finar cial Corparation equivalent Lo
tares hal would be payable if the company wag 8 taxable compoation under the Incame Tax &ct (Canads )
Tha earporation provides far peyments in lisw of taxes using the taxss payable mathod ss permitted by the
QEE ard CICA. Under the 12xts payabfa method, no pravisions are made for future income taxes Bs 5
rasull of ternporary diferences bohsiaan the tax bagis of agsets and liabilliles 24d their canryirg amaunts
for accaunting purpeses. Wren uniesottad future fncoms taxes become payable. | it expactad ikt they
will ba included in the rates approved by the OEB and recovered from the cuttemars of the rsguiaizd
bus hess et that time.

Measirement of uncarainty
The preparation of financial statamenis in conformitywith gensrelly sccepted ascounting principles requires
management 1 maks eztimates and assumplons thet effact the repored amourts of 2ssets, lablitias,
revenues and expena=a and disclosure of contingant assels and lisbilities al the date of the financial
statamants  Ous to thase uncertainties, actusl reaults might differ from those estlrates. Tha impast will
bo reported In Ihe pariod ihat the results bacome knowr



Exhibit: 1

Tab: 3
Schedule: 2
Page: 2
CLINTCHN FOWER CORPORATION
NOTES TO FINAMNCIAL STATEMENTS 2 Dacembar 31, 2003

3, Fegulalory assets

Fugulstory szseta sonaist raainky of settlement varancas batwesn smounts <haig ed by o lid spendet Market
Operstor far the aperation of the whoksale sloctricily ma-ket and the zupply and Lesmission of snsgy
curvmnodities ard the aroynta billed 1o sustomers basad ar the OEE spproved rates.

4. Property. planl end equipment Cost  Agscumulated  Net Book FILIF
Amortizetion Valye
Liatributian staticns 197 B&E 47 853 150,795 126,740
Cycrhaad distibution lines b N 8 L4, 082 J0E.134 303, a8¥
Uncarground disiribution system G4d 773 154,398 304 375 356,444
Distrlbulon transformers 14E 529 38, 452 108 1561 a7.836
Diatribution meters 13% 20 24 578 108,142 BRE23T
Transpenztion equlprosant #9565 10,4053 18.812 23,791
Toalz and equipraent 21,304 23 Fog £ 60E 2220

1,585 00 403 524 1.183 128 1,06 385

5. Note payahble ta Erfa Thames Setvices Corparation

Unaar & eontrectin affect until December 2008, the Clinton Pawer Corporation has incuread cosls for convarsian
to and aporation af & ecftwars application sysiem . Usless terminetad, the balance as af Decarnber 31, 2008
will be payable i manibly peyments of $1,703 includicg Interest st 535 maturing December 2009, 1he
corparalion also pays cortain safbware operation coats of approximataly 58,600 per mgrth, Jf the convershon
and apersfing costs 0% is rectvared from other yers,

8. Paymantsin ey of taxes
Altiattizalion of property, paat and equlpmen: reported in the finannial atatemeants has exceadad sHai clgimed
ortaxatior purposes. The campany insurmed 2 less for 3« puposes which my be camied foraard to deduct
fram taxable Incons uf subsequent yeara, The net futurs Incame tax ssast related to fempocary differances,
which wowd have Leen recognized using thz ligblity mathod atter than the teres payabe metiod, is
dpproximalaly §11,800, Noamowt is included i the financial stslements fae futu-e incame mxes

7. Motes payable to Municipality of Central Huren

BRRFAE  issded Novartbar 2000 with na specified maturily date, bearing interest ot the munlclpality's pnma
horrawing rate.
TENFZ demand note issued Fotiuary 2008, bearng interest at the annuslly svaraged prime rate, as
cansideraion for conrtributicens in 2003 for distrioution system |ne sonetroction

8. Rolatad party transactions

The Municipality of Central Huron supplies management, lsbour and cer'aln faciliFexs for the operation of Glintan
Pawer Corpaealion power distributlen business on & cag! recovery basls.
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CLINTON FOWER CORPORATION
MOTES TO FINANGIAL STATEMENTS 3 December 31, 2008

8 Financizl instroments and Credit riak
Financisl inetrurasnia
Manegemart estimstas thst the fair valree of all financial azests and liabilties are not masedalty difarant fom
thair carrying waluss
Gradll 1msk
Credis sk s the isk lhal & covoler paily widl Fail 1o cischaige il abligalion Lo the campany reducing tha
expected cash inflow [rov the company assols ravordad o by balance shaet dale. The scmpany has
assessed tha: there ane no cignlficant corceniraions af cradil sk olbas e Ui peessear uncerlesinly ralaling
to colecton of regulaleny amourils recowarable which arg subjedd 1o regulalany sppraval and dispos lion

10, Credit arrangerssnl

The Clintan Power Corporation has saproved a $153,200 lire of credit through its banker in favoar of Lha
Independent E ectricity Syatem Operator.

11. Suhsegquent events

The zhareholdar of tha corporatian kas signed an agreemeni to sall its sharasg the congideration for which
would be shares of the purehasing corparatiaon.

12. Adjustmenta re; prlor periods

The cumant years reparted Senvica ravan e innludes & wiite d own of 45,993 in regulatony 55615 10-1HE amoUnt
appravad for racawvary by ihs Ontanie Energy Boerd. Frpenditires include anadjustment for costs of propeny,
planT and equipmant pravlausly Incheded in expendilure. The net efect oo total Rasets, ahareholder's egquity
and nai income fass) for the year s not material.
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ERIE THAMES POWERLINES CORPORATION

PROFORMA BALANCE SHEET
AS AT DECEMBER 31 2012

ASSETS

Current Period

YTD
20112
Current
Bank $ -
Accounts Receivable 9,075,952
Inventory 809,291
Prepaid Expenses 72,494
9,957,737
Capital Assets 24,537,717
Regulatory Assets 3,449,910
Future Payment in Lieu of Income Tax Asset 362,000
Goodwill 76,667
$ 38,384,029
LIABILITIES AND SHAREHOLDER'S EQUITY
Current

Accounts Payable and Accrued Liabilities
Bank Owerdraft

Regulatory Liabilities

PILS Payable

Current Portion of Long-Term Debt
Customer Deposits

Long-term Debt
Related Party Note Payable
Long Term Loan
Post Retirement Benefit Obligation

Shareholders' Equity
Share Capital
Retained Earnings

*

12,333,181
$ 547,485
400,102.75

557,212

780,947

14,618,927

8,524,439
577,284
514,103

9,615,826

8,038,524
47,537

8,086,062

$ 32,320,815
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UNAUDITED: FOR MANAGEMENT PURPOSES ONLY

ERIE THAMES POWERLINES CORPORATION
PROFORMA STATEMENT OF INCOME

FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2012

Electricity Revenue

Cost of Power

Gross Margin

Miscellaneous Revenues

Total Revenues from Operations

Expenses
Billing and Collecting
Community Relations
Regulatory and Professional
Office and Administration
Direct Operation

Net Income from Operations Before
Taxes, Interest & Amortization

Amortization

Shareholder Interest

Other Interest

Interest income on regulatory assets

Net Income from Operations Before Tax
Current Taxes
PILS

Net Income (Loss)

Retained Earnings (deficit) Beginning of Period

Less Dividends to Holding Corp

Retained Earnings (deficit) End of Period

Current Period

YTD ACTUAL
2011 %
$ 50,501,860 100.0
41,327,870 81.8
9,173,990 18.2
933,058 1.8
10,107,049 20.0
1,129,747 2.2
148,783 0.3
180,378 0.4
3,166,381 6.3
975,948 1.9
5,601,237 111

4,505,811
1,930,321 338
893,778 1.8
- 0.0
- 0.0
1,681,712 3.3
517,163 1.0
1,164,549 2.3

47,537

$ 1,212,086

Exhibit: 1
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PROPOSED ACCOUNTING TREATMENT

Erie Thames does not have any projects with a life cycle of greater than one year in this Application that
require specific treatment. Erie Thames does have certain capital projects that will be done in phases over

multiple years.



Exhibit: 1
Tab: 3
Schedule: 4
Page: 1

Reconciliations

Not included as trial balance information used for historical purposes tie into audited financial statements
and RRR filings.
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ERIE THAMES POWERLINES CORPORATION
BALANCE SHEET

AS AT DECEMBER 31, 2011
ASSETS
2011
Current Assets

Cash $ 302,726
Accounts receivable (note 4) 9,780,559
Inventory 96,433
Prepaid expenses 67,571
Payment in lieu of income taxes recoverable 147,115

Due from related parties (note 11) -
10,394,404
Investments (note 5) 11,677
Property, Plant and Equipment (note 6) 23,513,122
Future Payment in Lieu of Income Tax Asset (note 19) 1,408,000
Regulatory Assets (note 7) 2,718,766
Goodwill (note 8) 76,667
$38.122.636

LIABILITIES AND SHAREHOLDER'S EQUITY

Current Liabilities
Demand operating loan (note 9)
Accounts payable and accrued liabilities
Customer deposits (note 10)
Payments in lieu of income taxes payable
Due to related parties (note 11)
Related party notes payable (note 12)
Current portion of long-term debt (fote 14)

Related Party Long-term Debt (note 13)
Long-term Debt (note 14)

Regulatory Liabilities (note(7)

Future Regulatory Taxes Payable (note 7)
Post-Retirement Benefit Obligation (note 15)

Shareholder's Equity
Share capital (note 16)
Deficit

Contingent Liabilities (notes 17 and 18)
Commitments (note 20)

APPROVED ON BEHALF OF THE BOARD:

Director

$ 1,453,564
7,051,952
1,442,624

4,796,635
2,083,391
165,195
16,993,361

8,038,524
305,403

(7,891)

1,408,000
551,600

10,855,585

(21.946)

10,833,639
$38.122.636

2010

$ 714,843
10,253,466
144,107
74,173

30.436
11,217,025

11,677
22,118,110
1,408,000
3,715,305
76.667

$38.546.784

$ 998,056
7,127,606
1,115,637

210,123
5,847,777
2,083,391

208.591

17,591,181
8,038,524
368,693
71,059
1,408,000
514,103

10,855,585

(300.361)
10.555.224

$38.546.784

Director

The attached Auditors' Report and notes form an integral part of these audited financial statements.



ERIE THAMES POWERLINES CORPORATION
STATEMENT OF RETAINED EARNINGS(DEFICIT)
FOR THE YEAR ENDED DECEMBER 31, 2011

2011 2010
Balance, Beginning of Year $ (300,361) $ (161,311)
Assumption of Employee Future Benefit Obligation - (250,474)
Net Income 278.415 111.424
Balance, End of Year $_“21.946) $_(300,361)

The attached Auditors' Report and notes form an integral part of these audited financial statements.



ERIE THAMES POWERLINES CORPORATION

FOR THE YEAR ENDED DECEMBER 31, 2011

Electricity Revenue
Cost of Power
Distribution Revenue

Expenses
Billing and collecting
Community relations
Direct operation
Office and administration
Regulatory and professional

Income from Operations Before
the Following

Amortization

Interest income on regulatory assets

Interest

Income from Operations
Before Other Income and Tax

Other Income
Interest income
Service revenue

Income Before Income Tax

Payments in Lieu of Income
Taxes (note 19)
Current

Net Income

The attached Auditors' Report and notes form an integral part of these audited financial statements.

STATEMENT OF INCOME
2011 %
$50,424,672
42,724,654

7,700,018 100.00
1,039,317 13.50
241,904 3.14
3,700,869 48.06
862,937 11.21
236.613 3.07
6.081.640 78.98
1,618,378 21.02
1,456,074 18.91
(319,938) (4.16)
1,101,090 14.30
(618,848) (8.03)
40,191 0.52
857.072 11.13
897,263 11.65
278,415 3.62

$ 278.415 3.62

2010 %
$47,795,312
40,241,517

7,553,795 100.00
1,060,995 14.06
261,334 3.46
3,116,695 41.26
825,313 10.93
685,774 9.08
5.950.111 78.79
1,603,684 21.21
1,477,987 19.57
(37,184) (0.49)
965.077 12.78
(802,196) (10.65)
31,636 0.42
1.068.984 14.14
1,100,620 14.56
298,424 3.91
187.000 2.48

$ 111,424 1.43




ERIE THAMES POWERLINES CORPORATION

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2011

Cash Flows from Operating Activities
Net income

Items not requiring an outlay of cash:
Amortization
Post retirement benefit obligation

Changes in non-cash working capital balances:
Accounts receivable
Inventory
Prepaid expenses
Payment in lieu of income taxes
Regulatory assets
Accounts payable and accrued liabilities
Regulatory liabilities
Customer deposits
Due to related parties

Net Cash Provided by (Used in) Operating Activities

Cash Flows from Financing Activities
(Decrease) increase in long-term debt

Cash Flows from Investing Activities
Additions to property, plant and equipment

Net Decrease in Cash
Cash (Bank Indebtedness), Beginning of Year
Cash (Bank Indebtedness); End of Year
Supplemental Cash Flow Information

Interest paid

Payment in lieu of income taxes

Represented By:
Cash
Demand Operating Loan

The attached Auditors' Report and notes form an integral part of these audited financial statements.

2011 2010
278,415 $ 111,424
1,456,074 1,477,987

37.497 8,402
1,771,986 1,597,813
472,908 (851,362)

47,674 12,123

6,602 90,238
(357,118) 291,690
996,539  (1,552,747)
(75,654)  (821,799)
(78,950) _
326,988 202,957

(1.020.706) 581.432
2,090,269 (449,655)
(106,686) 511,429
(2.731.209)  (2.302.420)
(747,626)  (2,240,646)
(283213) _1.957.433

$.(1.030.839) $_ (283213)

$_1.246.796 $_1.175.090
357,238  $__(210.123)
302,726 $ 714,843
(1.453.564) _ (998.056)

$.(1,150.838) $_ (283.213)




ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011

Description of Business

During the year, Erie Thames Powerlines Corporation, West Perth Power Inc., and Clinton
Power Corporation were amalgamated and became Erie Thames Powerlines Corporation ("the
Company").

Nature of Operations

The Ontario Government enacted the Energy Competition Act, 1998 to introduce competition to
the Ontario electricity market by the year 2000. Under the terms of this legislation, the Ontario
Energy Board (the "OEB") regulates industry participants by issuing licences for the right to
generate, transmit, distribute or retail electricity. These licences require compliance with
established market rules and codes. The Ontario Government «opened the Ontario electricity
market to competition on May 1, 2002.

The Company is wholly owned by ERTH Corporation who.is in turn owned by the following
nine municipalities, each of whom has one voting common share: Aylmer, Central Elgin, East-
Zorra Tavistock, Ingersoll, Norwich, South-West Oxford;Zorra, West Perth and Central Huron.

The Company carries on the business of distributing electricity to the following communities:
Aylmer, Beachville, Belmont, Burgessville, Embro, Ingersoll, Norwich, Otterville, Port Stanley,
Tavistock, Thamesford, Mitchell, Dublin and the town of Clinton.

Significant Accounting Policies

The financial statements of the Companychave been prepared by management in accordance with
Canadian generally accepted accounting principles, as modified by regulations and policies set
forth in the Ontario Energy Board Aecounting Procedures Handbook. Those policies that are
considered to be particularly significant are outlined below:

(a) Property, Plant and Equipment

Property, plant and equipment are recorded at the fair market value of the assets transferred
from the Municipal Hydro Electric Commissions to the Company on August 31, 2000, and
subsequent to August 31, 2000, at cost on the date of purchase. Property, plant and
equipment are amortized over their useful lives using the straight-line method over the
following periods:

Buildings 25 years
Plant and equipment
Automotive equipment 8 years
Computer equipment 5 - 15 years
Service, office and other equipment 10 years
Transmission and distribution system 25 years

Construction work in progress are recorded at cost until such time that the asset is completed
and available for use at which point it is amortized over its useful life.

The attached Auditors' Report and notes form an integral part of these audited financial statements.



3.

ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011

Significant Accounting Policies (cont.)

(b) Contributions to Property, Plant and Equipment

(c)

(d)

Contributions are received from developers and contractors for capital costs incurred by the
Company. These contributions are included as a reduction to the cost of the related
Property, Plant or Equipment when those assets are placed in service.

Revenue Recognition

(1)

(i)

Electricity Sales

The Company follows the practice of cycle billing of custorner's accounts and revenue is
recognized in the period consumed. Estimated customerwsage from the last billing date
to the year end (unbilled revenue) is included in revenue:

Interest Income

Interest income on outstanding customer accounts is recognized on a time proportion
basis, taking account of the principal outstanding and the effective rate over the period
to maturity, when it is determined that suchdncome will accrue to the Company.

(ii1) Service Revenue

Service revenue is recognized as service is performed.

Pension and Other Retirement BenefitRPlans

(1)

(ii)

The actuarial determination ‘ef) the accrued benefit obligations for other retirement
benefits uses the projected \benefit method prorated on service, which incorporates
management's best estimate of cost escalation, retirement ages of employees and
actuarial factors.

Past service costs arising from plan amendments are deferred and amortized on a
straight-line basis using the corridor method over the average remaining service period
of employees active at the date of amendment.

(i11) When the restructuring of a benefit plan gives rise to both a curtailment and a settlement

of obligations, the curtailment is accounted for prior to the settlement.

The attached Auditors' Report and notes form an integral part of these audited financial statements.



ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011

3. Significant Accounting Policies (cont.)

(e) Financial Instruments

The Company’s financial assets and financial liabilities are classified and measured as
follows:

* Cash is classified as held for trading and is measured at fair value. Gains and losses
related to periodical revaluation are recorded in net income.

» Accounts receivable, due from related parties and regulatory assets are classified as
loans and receivables and are initially measured at fair value and, subsequently, at
amortized cost using the effective interest rate method.

* Investments are recorded using the cost method of accounting and adjusted to fair
market value.

» Accounts payable and accrued liabilities, regulatory"liabilities, customer deposits,
due to related party and long-term debt are classified as other liabilities and are
initially measured at fair value and, subsequéntly, at amortized cost using the
effective interest rate method.

(f) Financial Effects of Distribution Rate Regulation

The financial results presented are in accerdance with generally accepted accounting
principles and within that framework the Company accounts for the impact of regulatory
actions in the following manner:

(1)

(i)

Regulatory Decisions to Adjust Distribution Rates

In the event that a regulatory.decision is rendered, providing regulatory approval and
certainty to the recognition-ef/an asset or creation of a liability and culminating in an
adjustment to the Company's distribution rates, such occurrences are immediately
reflected in the Company's’accounts.

Regulatory Direction and Practice

In the absence ©f regulatory decision impacting rates, and where the Company is
required by regulatory accounting practice or direction to accumulate balances for future
rate recovery oOr create liabilities for future discharge, those amounts are recorded in
accordance¢ with that regulatory direction. Management assesses the future uncertainty
with respect to the final regulatory disposition of those amounts and to the extent
required, makes accounting provisions to reduce the deferred balances accumulated or
to increase the recorded liabilities. Upon rendering of the final regulatory decisions
adjusting distribution rates, the provisions are adjusted to reflect the final impact of that
decision, and such adjustment is reflected in net earnings for the period.

Amounts currently confirmed by final regulatory decision, and amounts currently
accounted for in the absence of final regulatory decision together with related provisions
for future uncertainty, are more fully described in note 7 to the financial statements.

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011

Significant Accounting Policies (cont.)

(ii1) Regulatory balances

Effective January 1, 2009, the Company adopted the changes to CICA Handbook
Section 1100 - Generally Accepted Accounting Principles. The amendment to this
section removed the temporary exemption pertaining to the application of the section to
the recognition and measurement of assets and liabilities arising from rate regulation. In
response to the removal of the exemption, the Company established accounting policies
for the recognition and measurement of assets and liabilities arising from rate
regulation. In accordance with the Canadian GAAP hierarchy guidance framework
outlined in CICA Handbook Section 1100, the company has determined that its assets
and liabilities arising from rate regulation qualify for recognition under Canadian GAAP
and this recognition is constant with U.S. Statement of Financial Accounting Standards
No. 71, Accounting for Effects of Certain Types of Regulations ("FAS71"). The
company concluded that its policies for assets and liabilities arising from rate regulation
were consistent with the primary sources of-€anadian GAAP and were developed
through the exercise of professional judgment:

(iv) Income tax expense

)

Effective January 1, 2009, the Company adopted the changes to CICA Handbook
Section 3465 - Income Taxes, which §tates that, as a rate regulated entity, future income
tax assets will be returned to customers as they are recovered. As a result, all increases
or decreases in future income tax’ assets are offset by a regulatory liability. As at
December 31, 2011 the Company has recorded a future income tax assets of $1,408,000
and a corresponding regulatory liability of $1,408,000 (note 7).

Rate Setting

The distribution rates©fthe Company are based on a revenue requirement that provides
a regulated Maximum Allowable Return on Equity (“MARE”) on the amount of
shareholders' equity” supporting the business of electricity distribution, which is also
determined by regulation. The Company files a rate application with the OEB annually.
Rates are typically effective May 1 to April 30 of the following year. Accordingly, for
the first four,months of 2011, distribution revenue is based on the rates approved for
2010. Once every four years, the Company files an Electricity Distribution Rate
application (“EDR”) where rates are rebased through a cost of service review. In the
intervening years an Incentive Rate Mechanism application (“IRM”) is filed. A cost of
service EDR application is based upon a forecast of the amount of operating and capital
expenses, debt and shareholder’s equity required to support the Company’s business.
An IRM application results in a formulaic adjustment to distribution rates to increase
distribution rates for the annual change in the GDP IPI-FDD net of a productivity factor
and a “Stretch Factor” determined by the relative efficiency of an electricity distributor.

The attached Auditors' Report and notes form an integral part of these audited financial statements.



3.

ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011

Significant Accounting Policies (cont.)

The Company’s last cost of service EDR application was made in 2008 and approved on
October 27, 2009 with rates effective December 1, 2008. Such decision provided for
2008 service distribution revenue requirement and rate base of $6,578,355 and
$22,246,774 respectively. Such amounts do not include provision for the investment of
the Company in the Smart Meter Initiative, further elaborated below.

The Company has filed IRM applications to adjust its Erie Thames Powerlines
Corporation ("Powerlines") rates effective May Ist, 2011, West Perth Power Inc. ("West
Perth") and Clinton Power Corporate ("Clinton Power") rates effective January 1st,
2011 through a settlement of a Cost of Service application. (Accordingly, the Companys'
Powerlines IRM rates were increased by 0.98% effective May 1, 2011. The Company’s
2011 IRM application was approved on April 20th, 20 11-with an increase in distribution
rates for the annual change in the GDP IPI-FDD of 130% net of a productivity factor of
0.72% and a “Stretch Factor” of 0.60% determined by the relative efficiency of the
Company. The Company’s West Perth rates wer¢.agreed to in a settlement conference
at a 10% increase over the existing rates and similarly Clinton Power’s distribution rates
were increased by 33% over the 2010 rates during the same process. The rates were
approved on January 7th of 2011 and werg effective January 1st 2011.

In December 2009, the OEB concluded a Cost of Capital proceeding with the issuance
of a final report. The report principally dealt with the adequacy and determination of
the Maximum Allowable Return on Equity (“MARE”). The Board has acknowledged
that it needs to refine and reset its-current formula for determining MARE to:

1) acknowledge and incorporate a utility spread off of Canada long-bonds within the
Equity Risk Premium~(“ERP”) to better reflect utility borrowing costs (initially
141.5bps);

i1) to include a 50bps “transaction cost” component within the ERP to reflect
estimated transaction costs related to utility borrowings; and

ii1) reduce MARE Vvolatility from annual changes in the Canada long-bond and 1) by
reducing the annual adjustment factor from 0.75 to 0.5; and

iv) reflect @ “more realistic and “fair” base risk premium for Local Distribution
Companies.

The method) of transition to the new MARE is through a Cost of Service Application
similar to the 2006 EDR Application. The Corporation will file such an application in
2011 with an effective date of May 1, 2012.

(vi) Smart Meter Initiative

The Province of Ontario has committed to have “Smart Meter” electricity meters
installed in all homes and small businesses throughout Ontario by the end of 2010.
Smart Meters permit consumption to be recorded within specific time intervals and
specific tariffs to be levied within such intervals.

In support of this initiative, the Company completed its deployment of Smart Meters
throughout 2009, 2010 and early 2011, with 17,906 Smart Meters deployed by the end

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011

of 2011. Successful testing with the provincial Meter Data Management Repository
(“MDMR”) has been completed in 2011.

3. Significant Accounting Policies (cont.)

In December 2010, the Company submitted an application to the OEB for the
consideration and approval of a Ultility-Specific Smart Meter Funding Adder in
accordance with the Smart Meter Funding and Cost Recovery Guideline of the OEB.
On April 7, 2011, the Application was approved as filed. The Application provided for
a new rate adder of $1.74 per metered customer per month, beginning May 1, 2011.

(vii)Green Energy and Green Economy Act

In early 2009, the government tabled the Green Energy,and Green Economy Act
(“GEGEA”). This new legislation makes fundamental changes to the roles and
responsibilities of LDC's in the areas of renewable power generation, conservation and
demand management delivery, and the development of smart distribution grids.

The Green Energy and Green Economy Act provides LDC's with the freedom to own
and operate a portfolio of renewable power generation and will permit them to provide
district heating services in their communities through co-generation. LDC's will also
bear added responsibilities to assist and enable consumers to reduce their peak demand
and conserve energy in an effort to meet provincial conservation targets. LDC's will
also gain new responsibilities in transforming their local distribution networks into
smart grids harnessing advanced technologies to facilitate the connection of small-scale
generators and the two-way flow 6f’information.

(viii) New LDC License Requirements - Conservation and Demand Management Targets

On November 12, 2010, the?OEB amended LDC licenses to include requirements for
achieving certain CDM+“argets over a four year period commencing January 1, 2011.
The Company’s CDMXtargets include a demand reduction target of 4.28MW and a
consumption reduction target of 18,600MWh. LDC's must also comply with a new
CDM Code of the OEB, which provides LDC requirements for the development and
delivery of CIDM ’Strategy to the OEB for the achievement of LDC-specific CDM
targets, annual~accounting and reporting to the OEB, and eligibility criteria for
performanee‘incentive payments. The Company has filed its CDM Strategy with the
OEB.

(g) Payments in Lieu of Income Taxes (PILs)

The Company uses the liability method for accounting for PILs. Under this method, future
payment in lieu of income tax assets and liabilities are recognized for differences between
the carrying value of assets and liabilities for accounting purposes and their respective values
for payment in lieu of income tax purposes. These differences are measured using
substantively enacted tax rates applicable for the period in which those differences are
expected to be recovered or settled. To the extent that there is uncertainty regarding the
recovery of a future payment in lieu of income tax asset, a valuation allowance reducing the
future payment in lieu of income tax asset is recorded.

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011

Significant Accounting Policies (cont.)

(h)

G

(k)

Goodwill and Intangible Assets

Goodwill and intangible assets acquired individually or as part of a group of other assets are
initially recognized and measured at cost. The cost of a group of intangible assets acquired
in a transaction, including those acquired in a business combination, are allocated to the
individual assets based on their relative fair value. Intangible assets with finite lives are
amortized on a straight-line basis over their estimated useful lives. Goodwill and intangible
assets with indefinite useful lives are not amortized and are tested for impairment annually
or more frequently if events and changes in circumstances indicate that an asset might be
impaired.

Inventory

Inventories consist primarily of materials and supplies. Items considered to be major future
components of property, plant and equipment are- transferred to property, plant and
equipment. Inventories are carried at the lower of Cest and net realizable value, with cost
determined on an average cost basis net of a provision for obsolescence.

Impairment of Long-lived Assets

Long-lived assets are tested for recoverability when events or changes in circumstances
indicate that their carrying value may not-be recoverable. An impairment loss is recognized
when the carrying value exceeds the total undiscounted cash flow expected from their use
and eventual disposition. The amount-of the impairment loss is determined as the excess of
the carrying value of the asset over, itsfair value.

Use of Estimates

The preparation of the finareial statements of the Company in conformity with Canadian
generally accepted accounting principles requires management to make estimates and
assumptions that affect-the’ reported amounts of assets and liabilities and the disclosure of
contingent assets and liabilities at the balance sheet date and the reported amounts of
revenue and expenses during the reporting period. Actual results could differ from these
estimates.

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011

Significant Accounting Policies (cont.)
(1) Future Accounting Changes
(1) International Financial Reporting Standards ("IFRS")

On February 13, 2008, the Canadian Accounting Standards Board confirmed the publicly
accountable enterprises will be required to adopt IFRS in place of Canadian generally
accepted accounting principles for interim and annual reporting purposes for fiscal years
beginning on or after January 1, 2011. On September 10, 2010, the AcSB decided to
permit rate-regulated entities to defer their IFRS implementation date to January 1, 2012.

The Company has an internal initiative to govern the conversion process and is currently
in the process of evaluating the potential impact of the conversion to IFRS on its
financial statements. Although the impact of the adoption to IFRS on the Company's
Balance Sheet and Income Statement is not yet reasonably determinable or estimable, the
company does expect a significant increase, “n financial statement disclosure
requirements resulting from the adoption of IERS/ and is designing the systems and
related process changes, which will be required in order to provide the additional
information required to make these disclosures:

Given the continued uncertainty around-the timing, scope and eventual adoption of a
rate-regulated accounting standard under IFRS and the potential material impact of these
standards on the Company’s financial statements, the Company has decided to apply
IFRS to its financial statements €nding December 31, 2012 with restatement of the
amounts recorded on the opening IFRS balance sheet as at January 1, 2011, for
comparative purposes. The company continues to assess the impact of the conversion to
IFRS on its results of operation. At this time, the impact on the Company’s future
financial statements cannot.bé determined.

4. Accounts Receivable

2011 2010
Energy, water and sewer $ 4,421,474 § 4,964,402
Unbilled energy 4,179,730 4,946,758
Service revenues 1.179.355 342.306

$_9.780.559 $10.253.466

The amounts shown above are net of allowance for doubtful accounts of $556,000 (2010 -

$471,353.
Investments
2011 2010
386 Common shares in Sunlife Financial, at
market value (cost - $1). $ 11,677 $ 11.677

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011

6. Property, Plant and Equipment

Cost Accumulated Net Net
2011 Amortization 2011 2010
Land $ 140,944 - $ 140,944 $ 132,673
Buildings 156,690 52,427 104,263 89,140
Plant and equipment 2,671,258 1,145,082 1,526,176 1,003,699
Transmission and distribution
system 32,691,136 11,898,528 20,792,608 20,618,601
Construction work in progress 433,461 - 433,461 -
Equipment under capital
leases 844.111 328.441 515.670 273.997
$36.937.600 $13.424.478_ $23.513.122 $22.118.110

During the year, the Company recorded amortization of~$1,456,074 (2010 - $1,477,987).

7. Regulatory Assets and Liabilities

Regulatory assets consist of the following:

Retail settlement variances (a)
Special purpose charge variance (b)
Late payment penalties settlement (c)
Deferred charges

Recovery of regulatory assets

Regulatory liabilities consist of the following:

Regulatory assetsteécovery account

Future payment in lieu of income tax liability

2011 2010
$ 1,752,165 § 1,820,711
1,411 63,471
71,323 65,125

(45,698) 204,198
1,779,201 2,088,380

939.565 1.561.800
$_2.718.766 $_3.715.305

2011 2010

$ (7,891) § 71,059
1.408.000 1.408.000

$_1.400.109 $_1.479.059

The OEB approved an Interim Rate Order for May 1, 2008, that effectively removed the
recovery allocation of the regulatory assets amounts until the final Cost of Service Rate
Application was approved. The new Cost of Service Rate Order approved by the OEB,
effective December 1, 2008, includes an allocation of the recovery of the low voltage energy
variances. The remainder of the regulatory assets will be recovered based on future rate

orders.

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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ERIE THAMES POWERLINES CORPORATION
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011

Regulatory Assets and Liabilities (cont.)

(a) Retail settlement variances represent amounts accumulated since the opening of the electricity
market on May 1, 2002. These variances are comprised of variances between amounts charged
by the Independent Electricity Market Operator and amounts billed to customers plus
variances from settlement and transmission charges. In the absence of rate regulations, these
costs (revenues) would be charged to the period incurred.

(b) On April 9, 2010, the OEB informed electricity distributors of a Special Purpose Charge
assessment under Section 26.1 of the Ontario Energy Board Act, 1998, for the Ministry
of Energy and Infrastructure conservation and renewable energy program costs. The
OEB assessed the Company $152,675 for their apportioned ‘share of the total provincial
amount of the Special Purpose Charge of $53,695,000 in‘accordance with the rules set
out in Ontario Regulation 66/10. In accordance with Section 9 of the Special Purpose
Charge Regulation, the Company is allowed to recover this balance. The recovery is
expected to be achieved over a one-year period, which began on May 1, 2010.

(¢c) The late payment penalties settlement account.relates to the settlement costs accrual
associated with the late payment charges class action. All of the Municipal Electricity Utilities
("MEU") involved in the settlement, including the Company, have requested an order from the
OEB allowing for the future recovery from customers of all costs related to the settlement.

Goodwill
Cost Accumulated Net Net
201 Amortization 2011 2010
Goodwill $ 100,000 $ 23.333 $  76.667 $ 76,667

At year end, management tested goodwill and determined that there was no impairment of
goodwill.

Demand Operating Lean

Through a mirror banking agreement with its parent company the Company has available to its
use a $6,000,000 revolving line of credit. The Company provides a guarantee on this facility, as
outlined in note 17.

Customer Deposits

Customer deposits are obtained as security for energy consumption. On an annual basis, interest
is calculated and credited to the customers' utility accounts. Also included are security deposits
received for construction projects.

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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11. Related Parties

The Company has a contract with ERTH Corporation for management services and rental of
facilities used by the Company.

The Company has contracted ERTH (Holdings Inc.) a company under common control, to
provide the following services: maintenance and upgrades to the existing capital infrastructure of
the Company and administrative services.

The contracts between the Company, ERTH (Holdings) Inc., ERTH Business Technologies Inc.
and ERTH Corporation are measured at the exchange amount, which is the amount of
consideration paid or received as established and agreed to by the.related parties, unless noted
otherwise.

During the year, ERTH (Holdings) Inc. transferred to the Cempany one bucket truck under
capital lease at the carrying amount of the assets recorded-in”"ERTH (Holdings) Inc. accounts
(note 14(a)). In exchange, the Company agreed to assumelthe remaining lease obligations of the
capital leases at the carrying amount of the liability.

The revenue reflected in the financial statements includes the electricity revenue for the sale of
electricity to ERTH Corporation, ERTH (Holdings) Inc. and the municipal facilities located in
the communities of Aylmer, Beachville, Belment, Burgessville, Embro, Ingersoll, Norwich,
Otterville, Port Stanley, Tavistock, Thamesford and the Municipalities of Central Huron and
West Perth in the amount of $2,196,963 (2010 - $2,278,617). These transactions are in the
normal course of operations at rates approved by the Ontario Energy Board. The Municipality of
West Perth charges the Company for tree-trimming and rent in the amount of $4,150 and $52,095
respectively.

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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11. Related Parties (cont.)

During the year, the Company purchased and sold the following services to and from related

parties.

CRU Solutions Inc.
Purchase of capitalized items

Sale of operations, maintenance and administrative services
Purchase of operations, maintenance and administrative services

ERTH360 Generation and Consulting Inc.

Purchase of capitalized items
Purchase of operations, maintenance and administrative services

ERTH Business Technologies Inc.
Purchase of consulting services

ERTH Corporation

Purchase of management services

Sale of operations and administrative services
Rent

Ecaliber (Canada) Inc.
Purchase of capitalized items
Sale of operations and administrative services

Purchase of operations, maintenance and administrative services

Utilismart Corporation
Purchase of capitalized items
Purchase of consulting services

ERTH (Holdings) Inc.

Purchase of operations, maintenance and administrative services
Sale of operations, maintenance and administrative service
Purchase of capitalized items

The attached Auditors' Report and notes form an integral part of these audited financial statements.

2011 2010
$ - $ 83,886
- (130,618)
- 163,851
S - $_117.119
$ - $ 554,188
- 62.693
S - $_616.881
$_350.885 $__30.632
$2,244,834  $1,493,777
(310,751) -
240.543 267.433
$2.174.626  $1.761.210
$ - $ 12,050
_ (116,784)
- 1,088,385
S - $_983.651
$ - $ 23,010
- 106.593
S - $_129.603
1,556,338 -
$ (348,525) $ -
52.140 -
$1.259.953 $__ -
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11. Related Parties (cont.)

At the end of the year, amounts due from related parties are as follows:

2011 2010
Trade Receivables $ - $ -
CRU Solutions Inc. - 28,218
Municipality of Central Huron - -
Coutler Water Meter Service Inc. - 2,218
$ - $ 30.436
At the end of the year, amounts due to related parties are as follows:
2011 2010
ERTH Corporation $ 3,709,688 $ 4,902,602
ERTH (Holdings) Inc. 546,576 -
Ecaliber (Canada) Inc. - 450,513
Utilismart Corporation - 12,445
ERTH Business Technologies Inc. 418,024 656
ERTH360 Generation & Consulting Inc. - 169,411
Municipality of Central Huron 68,041 67,449
Municipality of West Perth 47,415 110,432
Town of Aylmer 6.891 134.269

$_4.796.635 $_5.847.777

The companies are related as follows:

ERTH Corporation owns 100% of the issued and outstanding shares of ERTH (Holdings) Inc.
and ERTH Limited.

ERTH Business Technologies Inc~i$va wholly-owned subsidiary of ERTH Limited.

The Town of Aylmer, the Munieipality of Central Huron and Municipality of West Perth are
shareholders of ERTH Corpetation.

12. Shareholder Notes

2011 2010
The demand promissory note is payable to the Municipality
of West Perth and bears interest at 7%. Interest is payable in
monthly interest installments of $5,250. This note is
unsecured. $ 900,000 $ 900,000

The demand note is payable to the Municipality of West
Perth and bears interest at 7.25%. There are no fixed terms
of repayment. This note is unsecured. 1.183.391 1.183.391

$2.083.391 $2.083.391

The fair value of the shareholder notes payable is not readily determinable due to the related
The attached Auditors' Report and notes form an integral part of these audited financial statements.
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party nature of the instrument.

Related Party Long-Term Debt

The long-term debt represents amounts owing to the municipal shareholders of ERTH
Corporation for purchase of the respective Municipality's Hydro Electric Commission's net
assets. The rate of interest is currently 7.25% and is set by the Board of Directors, from time to
time. There are no fixed repayment terms associated with the principle outstanding and no
principal amounts are anticipated to be paid over the next twelve months. The loan is secured by
a second position General Security Agreement covering accounts receivable, inventory and
equipment, including motor vehicles.

Related Party Long-Term Debt (cont.)

The amounts owing to the municipalities are as follows:

2011 2010
Aylmer $ 1,694,863 $ 1,694,863
Central Elgin 806,436 806,436
East Zorra Tavistock 569,073 569,073
Ingersoll 3,402,080 3,402,080
Norwich 763,755 763,755
Southwest Oxford 192,062 192,062
Zorra 610,255 610,255

$_8.038.524 $_8.038.524

During 2011, $582,793 was charged to-interest expense for interest on related party long-term
debt (2010 - $582,793).

Long Term Debt
2011 2010
Capital lease obligation (a) $ 437,120 § 524,919
Bank loans (b) 33.478 52,365
470,598 577,284
Less: current portion,eflong-term debt (c) (165.195) (208.591)

$__305.403 §__368.693

a) Capital Lease Obligation

During the year, the Company transferred to ERTH (Holdings) Inc., a related party, one capital
lease obligations of a bucket truck. The vehicles are being leased for a period of six to seven
years on various contracts that began between 2005 to 2011. The interest rate imputed in these
leases range from 6.3%-8.8%.

The following is a schedule of the future minimum lease payments of the capital leases,
together with the balance of the obligation.

Year ending December 31,2012 $ 182,088
2013 118,922

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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2014 53,137
2015 53,137
2016 38,768
2017 38,768
2018 6.461
Total minimum lease payments 491,281
Less: amount representing interest 54,161
Balance of obligations 437,120
Less: current portion (151,218)
$ 285,902
14. Long Term Debt (cont.)
b) Bank Loans
2011 2010

Financing Loan repayable in monthly
instalments of $604, with a 0% interest rate
maturing August 2014. 19,328 31,725

Financing Loan repayable in monthly
instalments of $579, with a 1.9% interest tate

maturing September 2014. 14,150 20,640
33,478 52,365
Less: Current Portion (13.977) (13.850)

$__19.501 $__38515

c¢) Current Portion of Long-term»Debt

2011 2010
Capital lease obligation $ 151,218 § 194,741
Bank loans 13.977 13,850

$__165.195 §__208.591

The aggregate principal portion of long-term debt and capital lease payments required in each of
the next five years are as follows:

Year ending December 31, 2012 $ 165,195
December 31, 2013 113,847

December 31, 2014 50,058

December 31, 2015 46,930

December 31, 2016 35,118

December 31, 2017 37,214

December 31, 2018 6.399

$_454.761

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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15. Post-Retirement Benefit Obligation

a)

b)

Pension Plan

The Company has a pension agreement with the Ontario Municipal Employees Retirement
System Funds ("OMERS"), which is a multi-employer plan, on behalf of its employees.

The plan is a contributory, defined benefit plan which specifies the amount of retirement
benefits to be received by the employees based on the length of service and rates of pay. As
the plan is a multi-employer plan, it is accounted for as a defined\contribution plan as allowed
under Canadian Generally Accepted Accounting Principals. €ontributions by the Company
are 7.4% for employee earnings below the year's maximumi-personable earnings of $47,200
and 10.7% thereafter.

For the year ended December 31, 2011, the Company's-OMERS current service pension costs
were $141,468 (2010 - $141,468).

Employee Future Benefits Other than Pension

The Company provides medical and life insurance benefit coverage to certain retirees of the
Company. Eligible retirees are provided health coverage until the age of 65 and life insurance
coverage is provided to retirees who have,at least 10 years of eligible service. The obligation
under these plans is funded by the Company and expensed in the year that it is paid. Benefits
paid in 2011 amounted to $17,876(2010 - §17,876).

Post-retirement benefits, other than-pensions, are accrued during the years which employees
provide service to certain of the Companies.

i) Total Cash Payments

Total cash paymentsfor employee future benefits for 2011 consist of cash contributed by the
Company to its funded pension plans, cash payments directly to beneficiaries for its unfunded
other benefit plans;-cash contributed to its defined contribution plans and cash contributed to
its defined plan‘was $159,344 (2010 - $159,344).

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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15. Post-retirement Benefit Obligation (cont.)
i1) Measurement Actuarial Valuations Dates

Plan assets and the accrued benefit obligation were measured based on the actuarial valuation
completed as of December 31, 2011. The next required valuation will be as of December 31,
2012.

Accrued Benefit Obligation

2011 2010
Assumption of benefit obligation $, 584,565 § 541,368
Service cost 7,200 7,200
Interest on projected plan benefits 18,700 18,700
Actuarial loss 35,173 35,173
Benefits paid (17.876) (17.876)
Benefit obligation at end of year $__ 627,762 §__ 584.565
Reconciliation of the Accrued Benefit Obligation to the Balance Sheet Accrued Benefits
Liability
2011 2010
Accrued benefit obligation $ 627,762 $§ 584,565
Unrecognized net actuarial loss (70.462) (70.462)
Accrued benefits liability $__ 557300 $__ 514.103
Significant Assumptions
The significant assumptions used are as follows:
2011 2010
Discount rates applicable to post-retirement benefits
other than pensions and benefit costs 5.75% 5.75%
Rate of compensation increase 3.50% 3.50%
Ultimate dental care cost 4.00% 4.00%

For December 31, 2011, medical costs are assumed to increase at 10% reduced by 0.5% per
year to 5% over 10 years.

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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Share Capital
Authorized

Unlimited number of common shares
2011 2010

Issued capital
10,000 common shares $10.855.585 $10.855.585

Guarantee

The Company has guaranteed the operating and term loans of«its parent company ERTH
Corporation up to 25% of the Company's equity or $2,708,410, ' The loans are secured by a
General Security Agreement covering all assets of the Company-and a pledge of the shares of the
Company. As the Company does not expect to be in a position where it would need to honour
this guarantee in the foreseeable future, no liability has”been recorded in these financial
statements.

Prudential Support Requirements

Erie Thames Powerlines Corporation, as a Le¢al Distribution Company under the Energy
Competition Act, 1998, R.S.0O., posted prudential Support obligations on market opening, May 1,
2002 with the Electric Independent Market Operator. The prudential support obligation as at
June 24, 2008 was $1,586,703 and had netchanged as at December 31, 2011. The prudential
support requirement is honoured through‘a-letter of credit.

Payments in Lieu of Income Taxes

The provision for payments in li€u)("PILs") of income taxes differs from amounts which would
be calculated by applying the Company's combined statutory income tax rate as follows:

2011 2010
Income from continuing operations before PILs $ 278415 § 298,424
Statutory Canadian Federal and Provincial income tax rate 31.00 % 31.00 %
Basic rate applied'to income before PILs 86,309 92,511
Other (120.950) 94.489
Provision for payment in lieu of income tax $__(34.641) $___187.000
Effective tax rate (12.44)% 62.66 %

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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19. Payments in Lieu of Income Taxes (cont.)

20.

21.

The Company as of December 31, 2011 has recorded a future payment in lieu of income tax asset
of $1,408,000 (2010 - $1,408,000) and future income tax regulatory liability of $1,408,000 (2010
- $1,408,000), based on substantively enacted income tax rates.

Significant components of the Company's future income tax assets and regulatory liability are as
follows:

2011 2010
Property, plant and equipment § 723,000 § 723,000
Intangible assets 63,000 63,000
Regulatory adjustments 338,000 338,000
Post-retirement Benefits Obligation 71,000 71,000
Non-Capital loss carryforwards 213.000 213,000

$_1.408.000 §_1.408.000

The Company has approximately $851,000 of non-capital loss carryforwards which may be
applied to reduce taxable income of future years expiting as follows:

2015 $ 120,000

2028 11,000

2029 134,000

2030 586,000
Commitments

Lease commitments

The Company has entered intp-various operating lease agreements. The future minimum annual
payments under operating leases are as follows:

Year ending December 31,2012 $ 50,313
December 31, 2013 36,226

December 31, 2014 36,716

December 31, 2015 7,627

December 30, 2016 2.358

$_133.240

Financial Instruments

As a rate-regulated entity, the nature of the Company's operations are defined and restricted by
regulation. Financial operations and risks are also substantially influenced by regulation, limiting
the necessity to engage in risk mitigation strategies involving the use of derivatives or hedges,
and the Company did not engage in those activities during the fiscal year.

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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The company has adopted CICA Handbook Section 3861- Financial Instruments for disclosure
purposes as the Company's financial instruments are not subject to disclosure requirements under
Section 3862 or 3863 of the CICA Handbook

a) Credit Risk
By regulation, the Company is responsible for collecting both the distribution and energy
portions of the electricity bill. On average, 16% of amounts billed to customers are for
distribution charges and 84% of the bill is energy related. Unless the retailer elects to bill the
customers directly for the energy portion of the bill, the Company is exposed to a credit risk
substantially greater then their portion of the electricity bill.

Mitigation of substantial losses is provided through the opportunity to apply for recovery for
those losses through distribution rate adjustments in future years,)if approved by the regulator.
Additionally, regulation provides for certain customers to=provide security deposits for a
prescribed period of period to mitigate collection loss.

The Company is not exposed to a significant concentration of credit risk within any customer
segment or individual customer.

Financial Instruments (cont.)
b) Fair Values

The fair values of the Company's financial-assets and liabilities approximate their book values
unless otherwise disclosed.

c¢) Interest Rate Risk

The Company is subject to the risks associated with debt financing, including the risk that
existing indebtedness secured by the property may not be refinanced or that the terms of such
refinancing may not be as favourable as the terms of existing indebtedness. The Company is
exposed to interest rate risk as its assets are held as security for the parent company's
commercial loan facilities, The Company does not use any hedging instruments to mitigate its
risk.

Capital Disclosures

The Company's main objective is to ensure ongoing access to funding to maintain and improve
the electricity distribution system of the Company.

As at December 31, 2011 the Company's definition of capital includes shareholder's equity and
long-term debt. As at December 31, 2011, shareholders' equity amounts to $10,833,639 (2010 -
$10,555,224 ) and long-term debt amounts to $10,592,513 (2010 - $10,699,199). The
Company's structure as at December 31, 2011 is 49% debt and 51% equity (2010 - 50% debt and
50% equity). There have been no changes in the Company's approach to capital management
during the year.

Comparative Figures

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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Certain comparative figures have been reclassified to conform with the financial statement
presentation adopted in the current year.

The attached Auditors' Report and notes form an integral part of these audited financial statements.
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RATE BASE

1.0 Introduction

This Exhibit provides Erie Thames’ distribution rate base forecast for the 2012 Test Year and a
discussion of the variances between 2008 Board Approved, 2008 to 2010 Actual and 2011/2012
forecast or budget rate bases. In accordance with the Board’s Update to Chapter 2 of the Filing
Requirements for Transmission and Distribution Applications, issued June 26th, 2011, the rate
base used to determine the revenue requirement for the Test Year includes a forecast of net fixed
assets, calculated on a mid-year average basis, plus a working capital requirement. Net fixed
assets are gross assets in service minus accumulated amortization and contributed capital. Table
1 shows the calculation of the 2012 rate base. WCA has been developed using the Board default

approach of 15% of the cost of power and controllable expenses.

Approach

The Ontario Energy Board Act, 1998 and the Electricity Act, 1998 establish certain purposes and
objectives for the Ontario Energy Board in its decision-making and thereby provide goals and
objectives for distributors and other industry participants. In order to pursue these objectives,
Erie Thames is committed to building sustainable and reliable infrastructure assets to service the
needs of its community, and to comply with regulatory obligations and license conditions. Erie
Thames is also committed to improving the customer experience in dealing with the utility and
has and continues to implement processes, system reviews and enhancements for service
improvements and to gain further productivity and efficiencies in its work place. As such, Erie
Thames has taken steps to ensure infrastructure investment decisions achieve the optimal balance
between reliability and quality of service, and reasonable and fair cost of electricity delivery to

its customers.

Erie Thames is committed to providing its customers with an economical, safe, reliable supply of

electricity. Erie Thames Asset Management Plan has been completed and along with other
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reports and studies, provides a framework which is key to the Erie Thames operating and capital
plan development. The estimated capital expenditures for the 2011 Bridge Year and 2012 Test
Year are influenced by a number of factors including growth in the residential customer base, the
conversion of aging infrastructure, ensuring power quality and Erie Thames’ capacity to finance
capital projects. Project cost estimates are provided for the project and broken down over the

various applicable accounts.

The specific priority of identified projects are influenced by a number of factors, compliance,
safety, obligations to third parties such as municipal reconstruction projects, subdivisions
assumed or new generation projects. Capital Contributions have been shown in total as a
separate line item. In addition, Erie Thames has ongoing capital programs — such as pole
replacement - that necessitate annual spending. All proposed capital projects for the 2011 Bridge
year and the 2012 Test Year are expected to be completed and in service in the year forecasted.

Certain projects are multi-year projects and will continue through the IRM period.

In addition, Erie Thames would note that it is focussing more on capital spending to reduce

future O&M costs. This should assist Erie Thames in improving its O&M efficiency rating.
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RATE BASE SUMMARY 2008 Board 2008 Actual Variance 2008 Actual 2009 Actual Variance 2009 Actual 2010 Actual Variance 2010 Actual 2011 Bridge Variance 2011 Bridge 2012 Test Variance
Approved from 2008 from 2008 from 2009 from 2010 from 2011
Board Actual Actual Actual Bridge
Approved
$'s) $'s) $'s) $'s) $'s) $'s) $'s) $'s) $'s) $'s) $'s) $'s) ($'s) $'s)
Gross Asset
Asset Values at Cost $21,923,880 $29,811,592 $7,887,712 $29,811,592 $31,753,827 $1,942,235 $31,753,827 $35,371,442 $3,617,615 $35,371,442 $37,805,360 $2,433,918 $37,805,360 $39,225,360 $1,420,000
Accumulated Depreciation
Depreciation -$5,366,284 -$9,029,842 -$3,663,558 -$9,029,842 -$10,330,451 -$1,300,609 -$10,330,451 -$11,847,726 -$1,517,275 -$11,847,726 -$13,680,808 -$1,833,082 -$13,680,808 -$14,687,643 -$1,006,835
Net Fixed Asset $16,557,596 $20,781,750 $4,224,154 $20,781,750 $21,423,376 $641,625 $21,423,376 $23,523,716 $2,100,340 $23,523,716 $24,124,551 $600,835" $24,124,551 $24,537,716 $413,165
Allowance for Working Capital
$5,689,178 $5,985,951 $296,773 $5,985,951  $6,402,183 $416,232  $6,402,183  $6,892,145 $489,962 $6,892,145 $6,869,459 -$22,686 $6,869,459  $6,382,958 -$486,501

Utility Rate Base $22,246,774 $26,767,701 $4,520,927 $26,767,701 $27,825,558 $1,057,858 $27,825,558 $30,415,861 $2,590,302 $30,415,861 $30,994,011 $578,150 " $30,994,011 $30,920,674  -$73,336
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Variance Analysis on Rate Base:
The following paragraphs provide a narrative on the changes that have driven the rate base

changes/variances since the 2008 COS for Erie Thames.

2008 Board Approved compared to 2008 Actual:

The large variance between 2008 Board Approved and 2008 Actual is simply related to the fact
that the Board Approved amounts represents the Erie Thames stand alone approved 2008 rate
base calculation from the COS decision, while the 2008 actual amounts include the calculated
rate base amounts of WPPI and CPC. WPPI and CPC did not rebase in 2008 but had
previously rebased in 2006. As such, WPPI’s calculated rate base for 2008 is $2,451,436 and
$1,507,452 for CPC. Given that the 2008 Board approved is for stand-alone Erie Thames and
the 2008 figures are combined for the three entities comparisons at this stage provide little value.
However, it should be noted that capital spending for Erie Thames was as forecasted at the time
of the 2008 COS proceeding.

2008 Actual Compared to 2009 Actual:

Prior to the re-organization, Erie Thames had 2 employees and relied upon affiliates service
providers for capital and O&M spending. In 2009 the Erie Thames affiliate experienced an
eighteen week work interruption from June to October with respect to its union staff, which led
to a significant reduction in the amount of capital projects completed that year. The loss of the
summer/fall construction season prevented the completion of several capital projects. This was
the primary reason for the less than average increase in rate base of $640,000 year over year.
The increase effectively is with respect to CPC and WPPI’s capital spending for 2009 which

were still standalone utilities at that point and unaffected by the work interruption.

Working capital increased by a total of $372,000 the driver of that increase was fully with
respect to the increase in commodity cost — which drove a $440,000 increase in working capital

while the remainder of the WCA, the controllable expenses, was actually reduced.
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2009 Actual Compared to 2010 Actual:

Net fixed assets increased by $2,100,000 in 2010 over 2009. This change was predominantly the
result of the re-organization of Erie Thames and the retrenching of staff and vehicles from Erie
Thames’ affiliate into the LDC. This resulted in the addition of $1,871,000 gross fleet costs into

Erie Thames and the associated amortization of the fleet offset the capital spend for the year.

Again, the increase in working capital of $476,000 was driven by the increase in commodity cost
by the amount of $490,000 increase in working capital allowance that is derived as a direct

result.

2010 Actual Compared to 2011 Bridge:

The change in net fixed assets between 2010 to 2011 bridge of $600,000 is specifically related to
the normal capital spending program of Erie Thames and the addition of two bucket trucks for
approximately $600,000 and leasehold improvements of $150,000. The need for the bucket
trucks was dealt with in the CPC and WPPI 2010 COS proceeding.

The change in working capital allowance for the bridge year is not related to the change in cost
of power as was the case in previous years, the $23,000 decrease is directly related to the change

in operating costs for 2011.

2011 Bridge Compared to 2012 Test:

The change in net fixed assets between the bridge and test year of $413,000 is directly
attributable to the projected capital spending plan as discussed later in the asset management
portion of this Application.

The decrease in working capital allowance is with respect to the decrease in cost of power
amounts due to the significant change in load forecast as a result of the lost customer and

decreased production of industry within Erie Thames’s service territory.
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2.0  Gross Assets — Property Plant and Equipment and Accumulated Depreciation

The following section details the impact of the application on Erie Thames asset base including
consolidated historical Continuity statements, back to 2006, along with bridge and test year
projections. Erie Thames has provided consolidated continuity statements for the years prior to
the amalgamation of WPPI and CPC into Erie Thames. Similarly this section also reviews the
change in gross asset base and an explanation of those changes and an analysis of Accumulated

amortization and the associated annual amortization expense.
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Year ! 2006
Cost Accumulated Depreciation
CCA Depreciation Opening Closing Opening Net Book
Class | OEB |Description Rate Balance Additions Disposals Balance Balance Additions Disposals Balance Value
N/A 1805 [Land S 150,429 150,429 S - S - S 150,429
47 1808 |Buildings 4.00%| $ 121,536 | $ 813 122,349 -S 23,136 |-S 4,573 -S 27,709 | S 94,640
13 1810 |Leasehold Improvements 10.00% S 7,040 7,040 S - -S 1,408 -S 1,408 | S 5,632
47 1815 |Transformer Station Equipment >50 kV - S - $ -
47 1820 |Distribution Station Equipment <50 kV 4.00%| $ 395,685 | $ 78,984 474,669 | |-S 100,822 |-$ 46,825 -S 147,647 | $ 327,022
47 1825 |Storage Battery Equipment 4.00% - $ - S -
47 1830 |Poles, Towers & Fixtures 4.00%| S 3,189,082 | S 349,231 3,538,313 | [-$ 1,083,353 |-S 117,489 -S 1,200,842 | $ 2,337,471
47 1835 |Overhead Conductors & Devices 4.00%| $ 6,795,864 | $ 612,942 [-S 4,044 7,404,762 | |-$ 1,149,135 [-$ 290,660 -$ 1,439,795 | $ 5,964,967
47 1840 |Underground Conduit 4.00%| S 1,930,233 | S 51,444 [-S 6,855 1,974,822 | |-S 597,018 [-$ 69,439 -S 666,457 | S 1,308,365
47 1845 [Underground Conductors & Devices 4.00%| S 2,891,471 | S 425,038 3,316,509 | [-$ 511,734 [-S 117,419 -$ 629,153 | $ 2,687,356
47 1850 |Line Transformers 4.00%| S 4,439,832 | S 476,201 4,916,033 -S 1,102,001 |-S 242,354 -S 1,344,355 | $ 3,571,678
47 1855 |Services (Overhead & Underground) 4.00%| S 1,512,414 | S 355,545 1,867,959 | |-S 305,087 [-$ 73,166 -S 378,253 | $ 1,489,706
47 1860 |Meters 4.00%| S 2,048,408 | S 244,380 2,292,788 | [-$ 453,628 |-$ 82,400 -S 536,028 | S 1,756,760
47 1860 |Meters (Smart Meters) - S - $ -
N/A | 1905 |Land - $ - $ -
CEC 1906 |Land Rights - $ B S -
47 1908 |Buildings & Fixtures - S - S -
13 1910 |Leasehold Improvements - S - $ -
8 1915 |Office Furniture & Equipment (10 years) 10.00%| S 52,107 | S 3,173 55,280 | |-S 24,026 |-S 16,572 -S 40,598 | $ 14,682
8 1915 |Office Furniture & Equipment (5 years) 20.00% - S - $ -
10 1920 [Computer Equipment - Hardware 20.00%| S 63,626 | S 5,727 69,353 | |-$ 35,733 [-$ 16,573 -S 52,306 | S 17,047
45 1920 [Computer Equip.-Hardware(Post Mar. 22/04) - S - S -
45.1 1920 [Computer Equip.-Hardware(Post Mar. 19/07) - S - S -
12 1925 |Computer Software 20.00%| S 306,988 | $ 90,779 397,767 | |-$ 105,892 |-$ 113,347 -S 219,239 | $ 178,528
10 1930 |Transportation Equipment 12.50%| S 17,152 17,152 | |-S 9,677 |-$ 1,873 -S 11,550 | $ 5,602
8 1935 |Stores Equipment 20.00%| S - S 458 458 S - -S 46 -S 46 | S 412
8 1940 |Tools, Shop & Garage Equipment 20.00%| S 58,517 | S 23,613 82,130 | |-S 31,169 |-S 27,395 -S 58,564 | $ 23,566
8 1945 |Measurement & Testing Equipment 20.00%| S - S 11,007 11,007 S - -S 83 -S 83|S$ 10,924
8 1950 |Power Operated Equipment 20.00%| S 64,091 64,091 S - -S 468 -S 468 | S 63,623
8 1955 |Communications Equipment - S - S -
8 1955 [Communication Equipment (Smart Meters) - S - S -
8 1960 [Miscellaneous Equipment - S - S -
47 1975 |Load Management Controls Utility Premises - S - $ -
47 1980 |System Supervisor Equipment - S - S -
47 1985 |Miscellaneous Fixed Assets - $ - S -
47 1995 |Contributions & Grants 4.00%|-$ 389,708 |-$ 467,608 857,316 S 24,866 | S 27,595 S 52,461 [-S 804,855
etc. - S s _
Total $ 23,647,725 $ 2,268,767 |-$ 10,899 | $ 25,905,593 -$ 5,507,545 |-$ 1,194,495 | $ - -$ 6,702,040 | $ 19,203,553
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Year * 2007
Cost Accumulated Depreciation
CCA Depreciation Opening Closing Opening Closing Net Book
Class | OEB |Description Rate Balance Disposals Balance Balance Disposals Balance Value
N/A 1805 [Land S 150,429 | $ S 150,429 - S - S 150,429
47 1808 [Buildings 4.00%| S 122,349 | $ S 125,849 27,709 -S 32,611 [ S 93,238
13 1810 [Leasehold Improvements 10.00%| $ 7,040 S 7,040 1,408 -$ 2,816 | S 4,224
47 1815 [Transformer Station Equipment >50 kV S = S - = S - S -
47 | 1820 |Distribution Station Equipment <50 kV 4.00%| $ 474,669 $ 474,669 147,647 -$ 163,652 [ $ 311,017
47 1825 [Storage Battery Equipment 4.00%| S - S - - S - S -
47 1830 |Poles, Towers & Fixtures 4.00%| S 3,538,313 | $ S 3,969,489 1,200,842 -$ 1,377,082 | S 2,592,407
47 1835 |Overhead Conductors & Devices 4.00%| S 7,404,762 | S $ 8,153,107 1,439,795 -$ 1,725,101 | S 6,428,006
47 1840 [Underground Conduit 4.00%| S 1,974,822 | $ S 2,042,487 666,457 -S 759,877 | $ 1,282,611
47 1845 |[Underground Conductors & Devices 4.00%| S 3,316,509 | $ S 3,626,061 629,153 -S 760,818 | S 2,865,243
47 1850 [Line Transformers 4.00%| S 4,916,033 | S $ 5,154,368 1,344,355 -S 1,552,582 [ $ 3,601,786
47 1855 [Services (Overhead & Underground) 4.00%| S 1,867,959 | $ S 2,178,276 378,253 -S 452,735 | $ 1,725,541
47 1860 [Meters 4.00%| S 2,292,788 | S S 2,438,265 536,028 -S 622,525 | $ 1,815,740
47 1860 [Meters (Smart Meters) S - S - - S - S -
N/A | 1905 |Land $ = $ - = $ - $ -
CEC 1906 [Land Rights S = S - = S - S -
47 1908 [Buildings & Fixtures S = S - = S - S -
13 1910 [Leasehold Improvements S = S - = S - S -
8 1915 |Office Furniture & Equipment (10 years) 10.00%| S 55,280 | $ S 56,550 | |- 40,598 -S 45,429 | S 11,121
8 1915 |Office Furniture & Equipment (5 years) 20.00%| $ - S - - S - S -
10 1920 [Computer Equipment - Hardware 20.00%| $ 69,353 | $ S 71,044 | |- 52,306 -$ 67,276 | $ 3,768
45 1920 |Computer Equip.-Hardware(Post Mar. 22/04) S = S - = S - S -
45.1 1920 |Computer Equip.-Hardware(Post Mar. 19/07) S = S - = S - S -
12 1925 [Computer Software 20.00%| S 397,767 | S S 422,172 219,239 -S 300,832 | $ 121,340
10 1930 [Transportation Equipment 12.50%( $ 17,152 | S S 30,177 11,550 -S 16,028 | S 14,149
8 1935 [Stores Equipment 20.00%]| S 458 S 458 46 -S 138 [ $ 320
8 1940 [Tools, Shop & Garage Equipment 20.00%| S 82,130 | S S 83,137 58,564 -S 72,786 | S 10,351
8 1945 [Measurement & Testing Equipment 20.00%| S 11,007 S 11,007 83 -S 83|s 10,924
8 1950 [Power Operated Equipment 20.00%| S 64,091 S 64,091 468 -S 468 | S 63,623
8 1955 [Communications Equipment S - S - S - S - S -
8 1955 |Communication Equipment (Smart Meters) S - S - S - S - S -
8 1960 |Miscellaneous Equipment S = S - S = S - S -
47 1975 |[Load Management Controls Utility Premises S = S - S = S - S -
47 1980 [System Supervisor Equipment S = S - S = S - S -
47 1985 [Miscellaneous Fixed Assets S = S - S = S - S -
47 1995 [Contributions & Grants 4.00%|-S 857,316 |-S -$ 1,737,917 S 52,461 S 108,275 [-S 1,629,643
etc. S - S - S - S -
S -
Total 25,905,593 | $ 1,415,166 | $ - $ 27,320,758 |—$ 6,702,040 $ - -$ 7,844,562 | $ 19,476,196
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Year ! 2008
Cost Accumulated Depreciation
CCA Depreciation Opening Closing Opening Closing Net Book
Class | OEB |Description Rate Balance Disposals Balance Balance Disposals Balance Value
N/A 1805 |Land 150,429 S 150,429 - S - S 150,429
47 1808 |Buildings 4.00% 125,849 | S S 136,009 32,611 -S 37,786 | $ 98,223
13 1810 [Leasehold Improvements 10.00% 7,040 S 7,040 2,816 -S 4224 | S 2,816
47 1815 [Transformer Station Equipment >50 kV - S - - S - S -
47 1820 |Distribution Station Equipment <50 kV 4.00% 474,669 | $ S 499,229 163,652 -S 181,097 | $ 318,132
47 1825 [Storage Battery Equipment 4.00% - S - - S - S -
47 1830 |Poles, Towers & Fixtures 4.00% 3,969,489 | S $ 4,336,711 1,377,082 -S 1,568,426 | S 2,768,286
47 1835 |Overhead Conductors & Devices 4.00% 8,153,107 | $ S 8,964,219 1,725,101 -S 2,040,199 | $ 6,924,020
47 1840 |Underground Conduit 4.00% 2,042,487 | S $ 2,147,360 759,877 -S 856,548 [ $ 1,290,812
47 1845 |Underground Conductors & Devices 4.00% 3,626,061 | S S 4,274,462 760,818 -S 917,561 [ $ 3,356,901
47 1850 |Line Transformers 4.00% 5,154,368 | S S 5,699,174 1,552,582 -S 1,777,914 | $ 3,921,260
47 1855 [Services (Overhead & Underground) 4.00% 2,178,276 | S S 2,488,160 452,735 -S 538,618 | $ 1,949,541
47 1860 |Meters 4.00% 2,438,265 | S S 2,567,211 622,525 -S 713,675 | S 1,853,536
47 1860 |Meters (Smart Meters) - S - - $ - S -
N/A 1905 [Land - S - - S - S -
CEC 1906 |[Land Rights = S - = S - S -
47 1908 [Buildings & Fixtures = S - = S - S -
13 1910 [Leasehold Improvements = S - = S - S -
8 1915 |Office Furniture & Equipment (10years) 10.00% 56,550 | $ S 57,873 45,429 -S 48,238 | S 9,635
8 1915 |Office Furniture & Equipment (5 years) 20.00% = S S 5,594 = S - S 5,594
10 1920 [Computer Equipment - Hardware 20.00% 71,044 | $ S 75,913 67,276 -S 73,431 | $ 2,482
45 1920 |Computer Equip.-Hardware(Post Mar. 22/04) = S - = S - S -
45.1 1920 |Computer Equip.-Hardware(Post Mar. 19/07) - S - - S - S -
12 1925 |Computer Software 20.00% 422,172 | $ S 565,798 300,832 -S 372,627 | $ 193,171
10 1930 |Transportation EQquipment 12.50% 30,177 | S S 96,333 16,028 -S 26,304 | S 70,029
8 1935 |Stores Equipment 20.00% 458 S 458 138 -S 321 | $ 137
8 1940 |Tools, Shop & Garage Equipment 20.00% 83,137 [ S S 90,634 72,786 -S 79,388 | S 11,246
8 1945 |Measurement & Testing Equipment 20.00% 11,007 S 11,007 83 -S 83|$S 10,924
8 1950 [Power Operated Equipment 20.00% 64,091 S 64,091 468 -S 468 | S 63,623
8 1955 |Communications Equipment - S - - S - S -
8 1955 |Communication Equipment (Smart Meters) = S - = S - S -
8 1960 [Miscellaneous Equipment = S - = S - S -
47 1975 [Load Management Controls Utility Premises = S - = S - S -
47 1980 [System Supervisor Equipment - S - - S - S -
47 1985 [Miscellaneous Fixed Assets = S - = S - S -
47 1995 |Contributions & Grants 4.00% 1,737,917 |-S -$ 2,426,115 108,275 S 207,067 |-S 2,219,047
etc. S - = S - S -
Total $ 27,320,758 [ $ 2,490,833 | $ - $ 29,811,592 7,844,562 $ - -$ 9,029,842 [ $ 20,781,750
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Appendix 2-B
Fixed Asset Continuity Schedule
Year ! 2009
Cost Accumulated Depreciation
CCA Depreciation Opening Closing Opening Closing Net Book
Class | OEB [Description Rate Balance Additions Disposals Balance Balance Additions Disposals Balance Value

N/A 1805 |Land $ 150,429 150,429 S = $ g - S 150,429
47 1808 |Buildings 4.00%| S 136,009 | $ 12,254 148,263 | |-$ 37,786 |-S 5,623 43,409 | $ 104,854
13 1810 [Leasehold Improvements 10.00%| S 7,040 7,040 | |-$ 4,224 |-$ 1,408 5632 |$ 1,408

47 1815 |Transformer Station Equipment >50 kV S - - S - S - - S -
47 1820 [Distribution Station Equipment <50 kV 4.00%| S 499,229 499,229 | |-$ 181,097 |-$ 17,937 199,034 | $ 300,195

47 | 1825 [Storage Battery Equipment 4.00%| $ - - $ - $ - - $ -
47 1830 |Poles, Towers & Fixtures 4.00%| S 4,336,711 | S 324,127 4,660,839 | |-S 1,568,426 |-$ 205,171 1,773,597 | S 2,887,242
47 1835 |Overhead Conductors & Devices 4.00%| S 8,964,219 | S 567,212 9,531,432 | [-$ 2,040,199 |-$ 342,665 2,382,864 | S 7,148,567
47 1840 |Underground Conduit 4.00%| S 2,147,360 | S 65,260 2,212,620 | |-$ 856,548 |-S 100,074 956,622 | $ 1,255,998
47 1845 |Underground Conductors & Devices 4.00%| S 4,274,462 | S 473,710 4,748,172 | |-$ 917,561 |-$ 179,186 1,096,747 | S 3,651,425
47 1850 |Line Transformers 4.00%| S 5,699,174 | S 276,411 5,975,585 | [-$ 1,777,914 |-$ 241,756 2,019,670 | $ 3,955,915
47 1855 |Services (Overhead & Underground) 4.00%| S 2,488,160 | S 309,114 2,797,274 | |-$ 538,618 |-S 98,263 636,881 | $ 2,160,393
47 1860 |Meters 4.00%| S 2,567,211 | S 154,321 2,721,532 | |-$ 713,675 |-S 96,815 -S 810,490 | $ 1,911,042

47 | 1860 |Meters (Smart Meters) S - - $ - S - $ - $ -

N/A | 1905 |Land S - - S o S - S R $ R

CEC | 1906 |Land Rights S - - S - S - S - S -

47 1908 [Buildings & Fixtures S - - S - S - S - S -

13 1910 [Leasehold Improvements S - - S - S - S - S -
8 1915 |Office Furniture & Equipment (10years) 10.00%| $ 57,873 | $ 593 58,466 | |-S 48,238 |-$ 2,904 -S 51,142 | $ 7,324
8 1915 [Office Furniture & Equipment (5 years) 20.00%| $ 5,594 5,594 S - S 559 -S 559 | $ 5,035
10 1920 |Computer Equipment - Hardware 20.00%| $ 75,913 | $ 4,720 80,633 | |-$ 73,431 |-$ 7,114 -S 80,545 | $ 88

45 1920 [Computer Equip.-Hardware(Post Mar. 22/04) S - - S - S - S - S -

45.1 | 1920 |Computer Equip.-Hardware(Post Mar. 19/07) S = - S - S = - S -
12 | 1925 [Computer Software 20.00%| $ 565798 | $ 44,890 610,688 | [-$ 372,627 |-¢ 90,647 463,274 | $ 147,414
10 1930 |Transportation Equipment 12.50%| S 96,333 | S 128,093 224,426 | |-$ 26,304 |-S 22,417 48,722 | $ 175,705
8 1935 |Stores Equipment 20.00%| $ 458 | S 73 531 | [-$ 321 |-$ 190 511 |$ 20
8 1940 |Tools, Shop & Garage Equipment 20.00%| $ 90,634 | $ 4,253 94,887 | |-$ 79,388 |-$ 7,778 87,166 | $ 7,721
8 1945 |Measurement & Testing Equipment 20.00%| $ 11,007 | $ 3,399 14,406 | |- 83 |-$ 340 423 | S 13,983
8 1950 |Power Operated Equipment 20.00%| $ 64,091 64,091 | |-$ 468 | S - S 468 | S 63,623

8 1955 |Communications Equipment S - - S - S - S - S -

8 1955 [Communication Equipment (Smart Meters) S - - S - S - S - S -

8 1960 [Miscellaneous Equipment S = - S o S o S - S -

47 1975 [Load Management Controls Utility Premises S - - S - S - S - S -

47 1980 [System Supervisor Equipment S - - S - S - S - S -

47 1985 |Miscellaneous Fixed Assets S - - S - S - S - S -
47 1995 |Contributions & Grants 4.00%|-S 2,426,115 |-S 426,196 2,852,311 S 207,067 | $ 121,080 $ 328,148 |-$ 2,524,163

etc. - S - S - S -

$ B

Total $ 29,811,592 |$ 1,942,235| % - $ 31,753,827 |—$ 9,029,842 |-$ 1,299,767 | $ - -$ 10,329,609 | $ 21,424,218




Appendix 2-B

Fixed Asset Continuity Schedule

Erie Thames
EB-2012-0121
Filed: April 13,2012
Exhibit 2

Tab 2

Schedule 1

Page 12 of 159

Year * 2010
Cost Accumulated Depreciation
CCA Depreciation Opening Closing Opening Closing Net Book
Class | OEB |Description Rate Balance Additions Disposals Balance Balance Additions Disposals Balance Value
N/A | 1805 |Land S 150,429 | $ 244 $ 150,673 | | $ = S = $ - $ 150,673
47 1808 [Buildings 4.00%| S 148,263 | $ 6,292 S 154,555 -S 43,409 |-S 5,994 -$ 49,403 | $ 105,152
13 1810 [Leasehold Improvements 10.00%| S 7,040 S 7,040 -S 5,632 |-S 1,408 -S 7,040 | S -
47 1815 [Transformer Station Equipment >50 kV S - S - S - S - S - S -
47 1820 |Distribution Station Equipment <50 kV 4.00%| S 499,229 S 499,229 -S 199,034 [-$ 17,937 -S 216,970 | $ 282,258
47 1825 [Storage Battery Equipment 4.00%| S - S - S - S - S - S -
47 1830 [Poles, Towers & Fixtures 4.00%| S 4,660,839 | S 407,253 $ 5,068,092 -S 1,773,597 |-$ 219,799 -S 1,993,395 | $ 3,074,697
47 1835 [Overhead Conductors & Devices 4.00%| S 9,531,432 | $ 624,038 $ 10,155,470 | |-S 2,382,864 |-S 366,490 -S 2,749,354 | S 7,406,115
47 | 1840 [Underground Conduit 4.00%] S 2,212,620 $ 70,161 $ 2,282,781 [-$ 956,622 -5 102,782 -$ 1,059,404 | $ 1,223,377
47 | 1845 [Underground Conductors & Devices 4.00%]| S 4748172 | S 163,646 $ 4,911,818 ]| [-$ 1,006,747 -5 191,933 -$ 1,288,680 | $ 3,623,138
47 1850 [Line Transformers 4.00%| S 5,975,585 | S 477,753 S 6,453,338 -S 2,019,670 |-S 256,839 -$ 2,276,510 | $ 4,176,829
47 | 1855 |services (Overhead & Underground) 4.00%| S 2,797,274 | $ 239,939 $ 3,037,212 | |-$ 636,881 [-$ 109,244 S 746,125 | $ 2,291,087
47 1860 [Meters 4.00%| S 2,721,532 | S 103,209 S 2,824,741 -S 810,490 |-S 101,966 -S 912,456 | S 1,912,285
47 1860 [Meters (Smart Meters) S - S - S - S - S - S -
N/A | 1905 [Land S - $ - S = $ = $ - $ -
CEC 1906 |Land Rights S - S - S - S = $ - S -
47 1908 |Buildings & Fixtures S - S - S - S - S - S -
13 1910 |Leasehold Improvements S - S - S - S - S - S -
8 1915 |Office Furniture & Equipment (10 years) 10.00%] $ 58,466 | $ 8,921 S 67,387 | |-$ 51,142 |-$ 3,380 S 54,522 | ¢ 12,865
8 1915 |Office Furniture & Equipment (5 years) 20.00%| S 5,594 S 5,594 | |-$ 559 |-$ 559 -$ 1,119 | $ 4,476
10 1920 [Computer Equipment - Hardware 20.00%| S 80,633 | S 2,564 S 83,197 -S 80,545 |-S 7,842 -S 88,387 |-S 5,190
45 1920 |Computer Equip.-Hardware(Post Mar. 22/04) S s S - S - S - S - S -
45.1 1920 |Computer Equip.-Hardware(Post Mar. 19/07) S o S - S = S S S - S -
12 1925 [Computer Software 20.00%| S 610,688 | $ 61,396 S 672,084 -S 463,274 |-S 101,276 -$ 564,550 | $ 107,534
10 | 1930 [Transportation Equipment 12.50%| $ 224,426 | $ 1,871,335 $ 2,095,762 | |-$ 48,722 |- 147,381 -$ 196,103 | $ 1,899,659
8 1935 [Stores Equipment 20.00%| S 531 S 723 S 1,254 -S 511 |-$ 270 -$ 781 | S 473
8 1940 |Tools, Shop & Garage Equipment 20.00%| $ 94,887 | $ 23,622 $ 118508 | |-$ 87,166 |-$ 10,565 S 97,731 | $ 20,777
8 1945 |[Measurement & Testing Equipment 20.00%| S 14,406 S 14,406 | |-S 423 |-$ 680 -S 1,103 | $ 13,304
8 1950 [Power Operated Equipment 20.00%| S 64,091 S 64,091 -S 468 | S - -S 468 | S 63,623
8 1955 |Communications Equipment $ - S - S - S - $ - S -
8 1955 |Communication Equipment (Smart Meters) S = S - S = S = S - S -
8 1960 |Miscellaneous Equipment S - S - S - S - S - S -
47 1975 |Load Management Controls Utility Premises S - S - S - S - S - S -
47 1980 [System Supervisor Equipment S - S - S - S - S - S -
47 1985 [Miscellaneous Fixed Assets S - S - S - S - S - S -
47 1995 [Contributions & Grants 4.00%|-S 2,852,311 |-S 443,482 -$ 3,295,793 S 328,148 | S 138,474 S 466,621 |-S 2,829,171
etc. S - | S - S - S -
Total $ 31,753,827 |$ 3,617,615|$ - $ 35,371,442 |-$ 10,329,609 |-$ 1,507,872 | $ - -$ 11,837,481 | $ 23,533,961
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Appendix 2-B
Fixed Asset Continuity Schedule
Year * 2011
Cost Accumulated Depreciation
Depreciation Opening Closing Opening Closing Net Book
OEB |Description Rate Balance Additions Disposals Balance Balance Additions Disposals Balance Value
1805 [Land s 150,673 | S 8,271 S 158,944 S = S = S - S 158,944
1808 [Buildings 4.00%| S 154,555 | $ 20,327 S 174,882 | |-S 49,403 |-S$ 6,527 -$ 55,930 | $ 118,952
1810 [Leasehold Improvements 10.00%| $ 7,040 | S - S 7,040 | |-$ 7,040 |-S$ 1,408 -S 8,448 |-S$ 1,408
1815 [Transformer Station Equipment >50 kV S = S = S - S = S - S - S -
1820 |Distribution Station Equipment <50 kV 4.00%| S 499,229 S 499,229 | |-$ 216,970 |-$ 17,937 -$ 234,907 | $ 264,322
1825 [Storage Battery Equipment 4.00%| S - S - S - S - S - S -
1830 |Poles, Towers & Fixtures 4.00%| S 5,068,092 | S 350,281 $ 5418373 | |-S 1,993,395 [-$ 234,949 -$ 2,228,345 [ $ 3,190,029
1835 |Overhead Conductors & Devices 4.00%| $ 10,155,470 | $ 335,000 $ 10,490,470 | |-$ 2,749,354 [-S 385,671 -$ 3,135,025 | $ 7,355,445
1840 |Underground Conduit 4.00%| S 2,282,781 | $ 50,267 $ 2,333,048 | |-S 1,059,404 |-S 105,191 -$ 1,164,595 | $ 1,168,453
1845 |Underground Conductors & Devices 4.00%| S 4,911,818 | $ 256,072 $ 5,167,890 | |-S 1,288,680 |-$ 200,327 -$ 1,489,007 | $ 3,678,883
1850 |Line Transformers 4.00%| S 6,453,338 | S 693,252 $ 7,146,590 | |-S 2,276,510 [-S 280,259 -$ 2,556,769 [ S 4,589,821
1855 [Services (Overhead & Underground) 4.00%| $ 3,037,212 | $ 267,698 $ 3,304,910 | [-$ 746,125 [-$ 119,397 -$ 865,522 [ $ 2,439,388
1860 [Meters 4.00%| S 2,824,741 | $ 78,815 $ 2,903,557 | |-$ 912,456 |-S 105,606 -$ 1,018,063 | $ 1,885,494
1860 |Meters (Smart Meters) S - S - S - S = $ - S -
1905 |Land $ - $ - $ = $ = $ - $ -
1906 [Land Rights $ - $ - $ = $ = $ - $ -
1908 [Buildings & Fixtures S - S - S - S - S - S -
1910 [Leasehold Improvements 10.00%| S = S 154,461 S 154,461 S = -S 7,723 -S 7,723 | S 146,738
1915 [Office Furniture & Equipment (10 years) 10.00%| $ 67,387 | $ 2,404 S 69,792 | |-$ 54,522 |-$ 3,946 -$ 58,469 | $ 11,323
1915 [Office Furniture & Equipment (5 years) 20.00%| S 5,594 S 5,594 -S 1,119 |-$ 559 -S 1,678 | S 3,916
1920 [Computer Equipment - Hardware 20.00%| S 83,197 | $ 10,807 S 94,005 | [-$ 88,387 |-$ 9,180 -$ 97,567 |-S 3,562
1920 [Computer Equip.-Hardware(Post Mar. 22/04) S = S - S = S = S - S -
1920 |Computer Equip.-Hardware(Post Mar. 19/07) S = S - S = S - S - S -
1925 |Computer Software 20.00%| S 672,084 | $ 19,607 S 691,691 | [-$ 564,550 |-$ 109,376 -$ 673,926 | $ 17,765
1930 [Transportation Equipment 12.50%| $ 2,095,762 | $ 596,685 S 2,692,447 | |-S$ 196,103 [-$ 301,633 -$ 497,736 | S 2,194,711
1935 [Stores Equipment 20.00%| S 1,254 S 1,254 -S 781 |-$ 342 -$ 1,124 | $ 131
1940 [Tools, Shop & Garage Equipment 20.00%| S 118,508 | S 35,356 S 153,865 -S 97,731 |-S$ 16,463 -S 114,194 | S 39,671
1945 [Measurement & Testing Equipment 20.00%| S 14,406 | $ 56 S 14,462 -S 1,103 |-$ 685 -S 1,788 | S 12,674
1950 [Power Operated Equipment 20.00%| S 64,091 S 64,091 | [-$ 468 | $ - -$ 468 | $ 63,623
1955 [Communications Equipment S = S - S o S - $ - S -
1955 |Communication Equipment (Smart Meters) S = S - S = S - S - S -
1960 |Miscellaneous Equipment S - S - S - S - S - S -
1975 [Load Management Controls Utility Premises S - S - S - S - S - S -
1980 |System Supervisor Equipment $ - S - S - S - $ - s -
1985 [Miscellaneous Fixed Assets S = S - S = S - S - S -
1995 [Contributions & Grants 4.00%|-S 3,295,793 [-S 445,443 -$ 3,741,235 S 466,621 | S 156,252 S 622,874 [-S 3,118,362
etc. S - | S - S - S -
Total $ 35,371,442 |$ 2,433,918 | $ - $ 37,805,360 |f$ 11,837,481 |-$ 1,750,927 | $ - -$ 13,588,408 | $ 24,216,951
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Year 2012
Cost Accumulated Depreciation
Depreciation Opening Closing Opening Closing Net Book
OEB |Description Rate Balance Additions Disposals Balance Balance Additions Disposals Balance Value
1805 [Land S 158,944 S 158,944 S - S - S - S 158,944
1808 [Buildings 4.00%| S 174,882 S 174,882 -S 55,930 |-S 6,933 -S 62,863 | S 112,019
1810 [Leasehold Improvements 10.00%| S 7,040 S 7,040 | |-S 8,448 |-S 1,408 -S 9,856 |-S 2,816
1815 |Transformer Station Equipment >50 kV S - S - S - S - S - S -
1820 |Distribution Station Equipment <50 kV 4.00%| $ 499,229 | $ - $ 499,229 | [-$ 234,907 |-$ 17,937 -$ 252,843 [ S 246,385
1825 |Storage Battery Equipment 4.00%| S - S - S - S - S - S - S -
1830 [Poles, Towers & Fixtures 4.00%| S 5,418,373 | S 733,000 S 6,151,373 -S 2,228,345 |-S 256,615 -S 2,484,960 | S 3,666,414
1835 [Overhead Conductors & Devices 4.00%| $ 10,490,470 | $ 505,000 $ 10,995,470 | [-$ 3,135,025 [-$ 402,471 -$ 3,537,496 | $ 7,457,974
1840 |Underground Conduit 4.00%| S 2,333,048 | $ 281,000 S 2,614,048 -S 1,164,595 |-S 111,816 -S 1,276,411 | S 1,337,637
1845 |Underground Conductors & Devices 4.00%| S 5,167,890 | $ 180,000 S 5,347,890 -S 1,489,007 |-S 209,049 -$ 1,698,055 | S 3,649,834
1850 [Line Transformers 4.00%| S 7,146,590 | $ 482,000 S 7,628,590 -S 2,556,769 [-$ 303,765 -S 2,860,534 | S 4,768,057
1855 [Services (Overhead & Underground) 4.00%| S 3,304,910 | S 374,000 S 3,678,910 -S 865,522 |-S 132,231 -S 997,753 | S 2,681,157
1860 [Meters 4.00%| S 2,903,557 | $ 70,000 $ 2,973,557 | |- 1,018,063 [-$ 108,583 -$ 1,126,645 | $ 1,846,911
1860 |Meters (Smart Meters) S - S - S - S - S - S -
1905 |Land S - S - S - S - S - S -
1906 |Land Rights S - $ - S = |8 = $ - |$ -
1908 |Buildings & Fixtures S - S - S - S - S - S -
1910 [Leasehold Improvements 10.00%| S 154,461 | S 60,000 S 214,461 -S 7,723 [-$ 18,446 -S 26,169 | $ 188,292
1915 [Office Furniture & Equipment (10 years) 10.00%| S 69,792 S 69,792 -S 58,469 |-S 4,067 -S 62,535 | S 7,256
1915 |Office Furniture & Equipment (5 years) 20.00%| $ 5,594 S 5,594 -S 1,678 |-S 559 -S 2,238 | S 3,357
1920 [Computer Equipment - Hardware 20.00%| $ 94,005 | $ 25,000 S 119,005 -S 97,567 |-$ 12,760 -S 110,327 | $ 8,678
1920 |Computer Equip.-Hardware(Post Mar. 22/04) S - S - S - S - S - S -
1920 |Computer Equip.-Hardware(Post Mar. 19/07) S - S - S - S - S - S -
1925 [Computer Software 20.00%| S 691,691 | S = S 691,691 -S 673,926 |-S 111,337 -S 785,263 |-$ 93,572
1930 [Transportation Equipment 12.50%| $ 2,692,447 | $ 380,000 $ 3,072,447 | [-3 497,736 |-$ 362,675 -$ 860,411 | $ 2,212,036
1935 [Stores Equipment 20.00%| $ 1,254 S 1,254 -S 1,124 |-S 342 -S 1,466 |-S 211
1940 [Tools, Shop & Garage Equipment 20.00%| $ 153,865 | S 35,000 S 188,865 -S 114,194 [-$ 23,499 -S 137,693 | S 51,172
1945 |Measurement & Testing Equipment 20.00%| S 14,462 S 14,462 | |-S 1,788 |-$ 691 -S 2,479 | $ 11,983
1950 |Power Operated Equipment 20.00%| S 64,091 S 64,091 -S 468 | S - -S 468 | S 63,623
1955 |Communications Equipment S - S - S - S - S - S -
1955 |Communication Equipment (Smart Meters) S - S - S = S = S - S -
1960 |Miscellaneous Equipment S - S - S - S - S - S -
1975 |Load Management Controls Utility Premises S - S - S - S - S - S -
1980 |System Supervisor Equipment 20.00%| S - S 200,000 S 200,000 S - -S 20,000 -S 20,000 | S 180,000
1985 [Miscellaneous Fixed Assets S - S - S - S - S - S -
1995 [Contributions & Grants 4.00%|-S 3,741,235 |[-$ 485,000 .S 4,226235| | $ 622,874 | $ 174,861 $ 797,735 |-$ 3,428,500
etc. $ - | $ = $ = $ - $ -
Total $ 37,805,360 | $ 2,840,000 - $ 40,645,360 |»$ 13,588,408 |-$ 1,930,321 | $ N -$ 15,518,730 [ $ 25,126,630




Gross Asset Table

GROSS ASSET

Land and Buildings
1805-Land
1806-Land Rights
1808-Buildings and Fixtures
1905-Land
1906-Land Rights
1810-Leasehold Improvements
Sub-Total-Land and Buildings

TS Primary Above 50
1815-Transfromer Station Equipment - Normally Primary above 50 kV
Sub-Total-TS Primary Above 50

DS
1820-Distribution Station Equipment - Normally Primary below 50 kV
Sub-Total-DS

Poles and Wires
1830-Poles, Towers and Fixtures
1835-Overhead Conductors and Devices
1840-Underground Conduit
1845-Underground Conductors and Devices
Sub-Total-Poles and Wires

Line Transfromers
1850-Line Transfromers
Sub-Total-Line Transfromers

Services and Meters
1855-Services
1860-Meters
Sub-Total-Services and Meters

General Plant
1908-Buildings and Fixtures
1910-Leasehold Improvements
Sub-Total-General Plant

IT Assets
1920-Computer Equipment - Hardware
1925-Computer Software
Sub-Total-IT Assets

Equipment
1915-Office Furniture and Equipment
1930-Transportation Equipment
1935-Stores Equipment
1940-Tools, Shop and Garage Equipment
1945-Measurement and Testing Equipment
1950-Power Operated Equipment
1955-Communication Equipment
1960-Miscellaneous Equipment
Sub-Total-Equipment

Other Distribution Assets
1825-Storage Battery Equipment
1970-Load Management Controls - Customer Premises
1975-Load Management Controls - Utility Premises
1980-System Supervisory Equipment
1985-Sentinel Lighting Rental Units
1990-Other Tangible Property
1995-Contributions and Grants - Credit
Sub-Total-Other Distribution Assets

GROSS ASSET TOTAL
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Variance
from 2008 Variance
2008 Board Board from 2008
Approved 2008 Actual Approved 2008 Actual 2009 Actual Actual
($'s) ($'s) ($'s) ($'s)
$120,344 $150,429 $30,085 $150,429 $150,429 $0
$26,340 $0 -$26,340 $0 $0 $0
$155,349 $136,009 -$19,340 $136,009 $148,263 $12,254
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$0 $7,040 $7,040 $7,040 $7,040 $0
$302,033 $293,478 -$8,555 $293,478 $305,732 $12,254
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$283,529 $499,229 $215,700 $499,229 $499,229 $0
$283,529 $499,229 $215,700 $499,229 $499,229 $0
$2,249,627 $4,336,711 $2,087,084 $4,336,711 $4,660,839 $324,127
$8,398,500 $8,964,219 $565,719 $8,964,219 $9,531,432 $567,212
$912,671 $2,147,360 $1,234,689 $2,147,360 $2,212,620 $65,260
$3,397,383  $4,274,462 $877,079 $4,274,462 $4,748,172 $473,710
$14,958,181 $19,722,753 $4,764,572 $19,722,753 $21,153,062 $1,430,309
$4,259,046 $5,699,174 $1,440,128 $5,699,174 $5,975,585 $276,411
$4,259,046 $5,699,174  $1,440,128 $5,699,174 $5,975,585 $276,411
$2,070,505 $2,488,160 $417,655 $2,488,160 $2,797,274 $309,114
$1,926,294 $2,567,211 $640,917 $2,567,211 $2,721,532 $154,321
$3,996,799 $5,055,371  $1,058,572 $5,055,371 $5,518,806 $463,435
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$13,419 $75,913 $62,494 $75,913 $80,633 $4,720
$364,107 $565,798 $201,691 $565,798 $610,688 $44,890
$377,526 $641,711 $264,185 $641,711 $691,321 $49,610
$14,438 $63,467 $49,029 $63,467 $64,060 $593
$14,983 $96,333 $81,350 $96,333 $224,426 $128,093
$0 $458 $458 $458 $531 $73
$0 $90,634 $90,634 $90,634 $94,887 $4,253
$11,007 $11,007 $0 $11,007 $14,406 $3,399
$64,091 $64,091 $0 $64,091 $64,091 $0
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$104,519 $325,991 $221,472 $325,991 $462,402 $136,411
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
-$1,796,263 -$2,426,115 -$629,852 -$2,426,115 -$2,852,311 -$426,196
-$1,796,263 -$2,426,115 -$629,852 -$2,426,115 -$2,852,311 -$426,196
$22,485,370 $29,811,591 $7,326,221 $29,811,591 $31,753,826 $1,942,235




Gross Asset Table

GROSS ASSET

Land and Buildings
1805-Land
1806-Land Rights
1808-Buildings and Fixtures
1905-Land
1906-Land Rights
1810-Leasehold Improvements
Sub-Total-Land and Buildings

TS Primary Above 50
1815-Transfromer Station Equipment - Normally Primary above 50 kV
Sub-Total-TS Primary Above 50

DS
1820-Distribution Station Equipment - Normally Primary below 50 kV
Sub-Total-DS

Poles and Wires
1830-Poles, Towers and Fixtures
1835-Overhead Conductors and Devices
1840-Underground Conduit
1845-Underground Conductors and Devices
Sub-Total-Poles and Wires

Line Transfromers
1850-Line Transfromers
Sub-Total-Line Transfromers

Services and Meters
1855-Services
1860-Meters
Sub-Total-Services and Meters

General Plant
1908-Buildings and Fixtures
1910-Leasehold Improvements
Sub-Total-General Plant

IT Assets
1920-Computer Equipment - Hardware
1925-Computer Software
Sub-Total-IT Assets

Equipment
1915-Office Furniture and Equipment
1930-Transportation Equipment
1935-Stores Equipment
1940-Tools, Shop and Garage Equipment
1945-Measurement and Testing Equipment
1950-Power Operated Equipment
1955-Communication Equipment
1960-Miscellaneous Equipment
Sub-Total-Equipment

Other Distribution Assets
1825-Storage Battery Equipment
1970-Load Management Controls - Customer Premises
1975-Load Management Controls - Utility Premises
1980-System Supervisory Equipment
1985-Sentinel Lighting Rental Units
1990-Other Tangible Property
1995-Contributions and Grants - Credit
Sub-Total-Other Distribution Assets

GROSS ASSET TOTAL
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Variance Variance
from 2009 from 2010
2009 Actual 2010 Actual Actual 2010 Actual 2011 Bridge Actual
($'s) ($'s) ($'s) ($'s)

$150,429 $150,673 $244 $150,673 $158,944 $8,271
$0 $0 $0 $0 $0 $0
$148,263 $154,555 $6,292 $154,555 $174,882 $20,327
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$7,040 $7,040 $0 $7,040 $7,040 $0
$305,732 $312,268 $6,536 $312,268 $340,866 $28,597
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$499,229 $499,229 $0 $499,229 $499,229 $0
$499,229 $499,229 $0 $499,229 $499,229 $0
$4,660,839 $5,068,092 $407,253 $5,068,092 $5,418,373 $350,281
$9,531,432 $10,155,470 $624,038 $10,155,470 $10,490,470 $335,000
$2,212,620 $2,282,781 $70,161 $2,282,781 $2,333,048 $50,267
$4,748,172 $4,911,818 $163,646 $4,911,818 $5,167,890 $256,072
$21,153,062 $22,418,161 $1,265,098 $22,418,161 $23,409,781 $991,621
$5,975,585 $6,453,338 $477,753 $6,453,338 $7,146,590 $693,252
$5,975,585 $6,453,338 $477,753 $6,453,338 $7,146,590 $693,252
$2,797,274 $3,037,212 $239,939 $3,037,212 $3,304,910 $267,698
$2,721,532  $2,824,741 $103,209 $2,824,741 $2,903,557 $78,815
$5,518,806 $5,861,954 $343,148 $5,861,954 $6,208,467 $346,513
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $154,461 $154,461
$0 $0 $0 $0 $154,461 $154,461
$80,633 $83,197 $2,564 $83,197 $94,005 $10,807
$610,688 $672,084 $61,396 $672,084 $691,691 $19,607
$691,321 $755,281 $63,961 $755,281 $785,696 $30,414
$64,060 $72,981 $8,921 $72,981 $75,386 $2,404
$224,426 $2,095,762 $1,871,335 $2,095,762 $2,692,447 $596,685
$531 $1,254 $723 $1,254 $1,254 $0
$94,887 $118,508 $23,622 $118,508 $153,865 $35,356
$14,406 $14,406 $0 $14,406 $14,462 $56
$64,091 $64,091 $0 $64,091 $64,091 $0
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$462,402 $2,367,003 $1,904,601 $2,367,003 $3,001,505 $634,502
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
$0 $0 $0 $0 $0 $0
-$2,852,311 -$3,295,793 -$443,482 -$3,295,793 -$3,741,235 -$445,443
-$2,852,311 -$3,295,793 -$443,482 -$3,295,793 -$3,741,235 -$445,443
$31,753,826 $35,371,441 $3,617,615 $35,371,441 $37,805,359 $2,433,918




Gross Asset Table

GROSS ASSET

Land and Buildings
1805-Land
1806-Land Rights
1808-Buildings and Fixtures
1905-Land
1906-Land Rights
1810-Leasehold Improvements
Sub-Total-Land and Buildings

TS Primary Above 50
1815-Transfromer Station Equipment - Normally Primary above 50 kV
Sub-Total-TS Primary Above 50

DS
1820-Distribution Station Equipment - Normally Primary below 50 kV
Sub-Total-DS

Poles and Wires
1830-Poles, Towers and Fixtures
1835-Overhead Conductors and Devices
1840-Underground Conduit
1845-Underground Conductors and Devices
Sub-Total-Poles and Wires

Line Transfromers
1850-Line Transfromers
Sub-Total-Line Transfromers

Services and Meters
1855-Services
1860-Meters
Sub-Total-Services and Meters

General Plant
1908-Buildings and Fixtures
1910-Leasehold Improvements
Sub-Total-General Plant

IT Assets
1920-Computer Equipment - Hardware
1925-Computer Software
Sub-Total-IT Assets

Equipment
1915-Office Furniture and Equipment
1930-Transportation Equipment
1935-Stores Equipment
1940-Tools, Shop and Garage Equipment
1945-Measurement and Testing Equipment
1950-Power Operated Equipment
1955-Communication Equipment
1960-Miscellaneous Equipment
Sub-Total-Equipment

Other Distribution Assets
1825-Storage Battery Equipment
1970-Load Management Controls - Customer Premises
1975-Load Management Controls - Utility Premises
1980-System Supervisory EqQuipment
1985-Sentinel Lighting Rental Units
1990-Other Tangible Property
1995-Contributions and Grants - Credit
Sub-Total-Other Distribution Assets

GROSS ASSET TOTAL

Erie Thames
EB-2012-0121

Filed: April 13, 2012

Variance
from 2011
2011 Bridge 2012 Test Bridge
($'s) ($'s)

$158,944 $158,944 $0
$0 $0 $0
$174,882 $174,882 $0
$0 $0 $0
$0 $0 $0
$7,040 $7,040 $0
$340,866 $340,866 $0
$0 $0 $0
$0 $0 $0
$499,229 $499,229 $0
$499,229 $499,229 $0
$5,418,373 $6,151,373 $733,000
$10,490,470 $10,995,470 $505,000
$2,333,048 $2,614,048 $281,000
$5,167,890 $5,347,890 $180,000
$23,409,781 $25,108,781 $1,699,000
$7,146,590 $7,628,590 $482,000
$7,146,590 $7,628,590 $482,000
$3,304,910 $3,678,910 $374,000
$2,903,557 $2,973,557 $70,000
$6,208,467 $6,652,467 $444,000
$0 $0 $0
$154,461 $214,461 $60,000
$154,461 $214,461 $60,000
$94,005 $119,005 $25,000
$691,691 $691,691 $0
$785,696 $810,696 $25,000
$75,386 $75,386 $0
$2,692,447 $3,072,447 $380,000
$1,254 $1,254 $0
$153,865 $188,865 $35,000
$14,462 $14,462 $0
$64,091 $64,091 $0
$0 $0 $0
$0 $0 $0
$3,001,505 $3,416,505 $415,000
$0 $0 $0
$0 $0 $0
$0 $0 $0
$0 $200,000 $200,000
$0 $0 $0
$0 $0 $0
-$3,741,235 -$4,226,235 -$485,000
-$3,741,235 -$4,026,235 -$285,000
$37,805,359 $40,645,359 $2,840,000

Exhibit 2

Tab 2
Schedule 2
Page 17 of 159
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Materiality Analysis of Gross Assets

2008 Board Approved compared to 2008 Actual:

The large variance between 2008 Board Approved and 2008 Actual is simply related to the fact
that the Board Approved amounts represents Erie Thames stand alone approved 2008 gross
assets, while the 2008 actual amounts include the gross assets of West Perth Power Corporation
and Clinton Power Corporation. When you remove the Gross Asset cost of WPPI of $5,193,244
and $1,593,049 for CPC the remaining total change for Erie Thames is $539,938 which is related
to (i) $215,000 for the capitalization of transformers in inventory at year end for financial
statement purposes which was not included as part of the 2008 Cost of Service application; and
(i) the remainder is attributable to spending for each entity not included in rate base during the

Cost of Service process.

2008 Actual compared to 2009 Actual:

The change in gross assets from 2008 to 2009 of $1,942,235 is comprised of Erie Thames’s
capital spend for the year of $816,000 (low capital spend given the 2009 work interruption),
WPPI’s capital spend of $726,000 and CPC’s capital spend of $400,000. The amounts for WPPI
and CPC are not outside the normal spend for a year while the spend for Erie Thames was

abnormally small.

2009 Actual compared to 2010 Actual:

The large change in gross assets in 2010 versus 2009 of $3,617,000. In 2010 the line staff were
brought within the utility from the affiliate along with all of the required vehicles. The addition
of $1,871,000 in vehicles was a transfer of assets only and reduces the change in fixed assets to
$1,750,000. This capital spend is low compared to a normal spending year, however significant
resources were used to implement the smart meter programs of both WPPI and Erie Thames in
2010. But for the mandated installation of smart meters and the diversion of resources to the

smart meter program, Erie Thames would have pursued additional capital projects.
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2010 Actual compared to 2011 Bridge:
The change in net fixed assets from 2010 to 2011 of $2,400,000 represents the first year of
merged spending for the new combined LDC and included the addition of two large vehicles to

the fleet to replace two vehicles that had been in service well beyond the end of useful life.

2011 Bridge compared to 2012 Actual:
The change in net fixed assets in the Test year of $2,840,000 represents spending that is in line

with the sustainment spend as detailed later in this section of the application.
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3.0 Capital Budget — General

Erie Thames is an infrastructure-based business with its distribution system assets the key
element in the delivery of electricity to its existing and new customers. Erie Thames distribution

assets range in age from new to over 60 years old.

Asset management is the professional management of physical infrastructure with systematic
methodology integrating best practices in all aspects of selection, design, construction, operation,
maintenance, replacement and disposition. The goal is to use an Asset Management Plan to
optimize the whole life business impact of costs, performance and risk exposures of Erie
Thames’ physical assets. Performance of the assets is directly related to reliability of the
distribution system which is another key regulatory and customer satisfaction measure second
only to rates. Accompanying this Schedule is Erie Thames Asset Condition Assessment and
Asset Management Plan prepared by Metsco Energy Solutions and Erie Thames. The Asset
Management Report represents the most recent document containing a high level description of
Erie Thames’s assets, their condition, the criteria used to determine when replacement should
occur, and a five to ten year financial forecast for the necessary capital and maintenance required
to meet Erie Thames’ objectives. The reliability of the distribution system is the major driver of
the Asset Management Plan, and maintaining or improving the level of reliability is of primary

importance to Erie Thames.

The annual replacement costs, found in the Asset Management Plan, are engineering estimates
only and the actual expenditure levels in the capital budgets for each year will vary somewhat
based on project scope, prevailing construction costs and other outside influences (e.g. relocation
requests, system expansions, etc.). The Asset Management system “Optimizer” utilized by Erie
Thames has been in use for approximately ten years, and has been an effective tool for

prioritizing projects. However, the “Optimizer” did not go the next step to assess what is
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required for a sustainable capital spend. The Asset Condition Assessment performed by Metsco,
an independent consultant provides an accurate forecast on capital investments costs required to
sustain Erie Thames distribution assets over the next rolling five to ten year horizon. The Asset
Condition Assessment and Management Plan supports an Optimal annual expenditure of $2.7

million for sustainment of Erie Thames fixed distribution assets which is a significant increase.

Erie Thames has reviewed in detail the plan and feels a two-stepped approach would be a more
prudent approach to effectively manage the significant expenditure increase for sustainment of
distribution fixed assets. A two-stepped approach will mitigate Erie Thames customer and
business impacts. The detailed Capital Project Description puts forward $3,325,000 in
expenditures in 2012 which will continue for the next few years for the necessary sustainment

and expansion of Erie Thames assets.

3.1  Asset Management Sustainment/Enhancements
Asset management sustainment/enhancements projects are identified and then critically assessed
and prioritized based on the following factors:

+» Safety related to both the public or employees;

% System reliability — customer outages or system performance related to feeder
outages or worst performing feeders, aging assets or equipment/plant failure, or
outdated standards;

% Power Quality;

% Environmental impacts;

¢ Investment effectiveness;

+«»+ Capacity requirements; and

% Total Cost of the Project.

These projects are driven by the condition of the asset and the need to replace or enhance the
distribution plant to improve or sustain system and or customer reliability, address safety related

issues or upgrade old plant to meet new standards due to materials/equipment being obsolete.



Erie Thames
EB-2012-0121
Filed: April 13,2012
Exhibit 2

Tab 3

Schedule 1

Page 22 of 159

Identification of the projects is through annual maintenance and inspections programs and
reviews of records of outage frequency and duration/severity. The recent installation of Smart

Meters will enhance our ability to identify issues and prioritize projects.

Load growth caused by new customer connections and increased demand of existing customers
over time can result in a need for capacity improvement on the system. Projects can take the
form of new or upgraded feeders and transformers. These projects are not customer-specific, but

rather, benefit many customers.

3.2 Municipal Reconstruction

These capital projects are driven by requests from by the municipal governments based on their
work program (for example, road widening or street extension/closure). Typically, Erie Thames
performs the work before or contemporaneously with the municipal work and the work is
generally completed in the year that the municipal work is done. These projects may be partially
funded through capital contributions which are generally calculated as 50% of labour and vehicle

costs, in accordance with the Public Service Works on Highways Act.

3.3  Regulatory Requirements
Erie Thames is a licensed distributor and required to comply with regulatory requirements.
Projects of this nature are driven by regulatory bodies such as the OEB, IESO, ESA, Ministry of

Energy & Infrastructure (“MEI”) or the Ministry of the Environment.

3.4 Substations

Substation investments include work related to power transformers, switchgear, breakers, relays,
buss refurbishment, and station facilities, which are undertaken to improve or maintain reliability
to Erie Thames customers along with maintaining the security of the grid and safety of Erie

Thames employees and the public.
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Erie Thames in its review of its asset condition, will undertake the replacement and upgrade of
existing aged power substation transformers that are at or are reaching their end of useful life
(>40yrs) and are operating at rated capacity such that they run the risk of being overloaded. This
is to prevent high risk in—service life failures to improve system and customer reliability, along
with providing increased capacity to the grid to accommodate future load increases. The
condition of these critical substation transformers are confirmed by the company’s asset

condition assessment prepared by Metsco Energy Solutions.

3.5  Ongoing Asset Replacements

Erie Thames completes visual inspections of its plant, performs predictive testing on certain
assets where such testing is available, and replaces assets based on inspection and testing results
as warranted. Erie Thames would note the asset condition of the CPC system requires significant
investment in assets and in substations. New assets require less maintenance, deliver better
reliability and reduce safety risks to the general public. Erie Thames has taken a more proactive
approach in this matter to reduce the future O&M costs associated with maintaining aging

infrastructure.

3.6 Development/ Subdivision Expansion Capital

These projects are driven by the development of subdivisions and/or construction of new
customer facilities. The capital spend of Erie Thames, and the third party, is determined by
using the OEB’s Distribution System Code (“DSC”) and Erie Thames Conditions of Service.

3.7 Customer Connections

These projects are driven by individual customer requests for new or upgraded residential,
commercial or industrial services. This spending is based upon historical averages. Erie Thames
is obligated to connect and service these customers in accordance with the DSC and Erie Thames

Conditions of Service.
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3.8  Fleet

New fleet investments are required to replace vehicles that have reached their useful life and/or
are demonstrating excessive maintenance costs, experience frequent breakdowns or are
ergonomically unsuitable to the employees using the vehicles. Replacing old vehicles which are
having frequent break downs and high maintenance costs will improve utilization and efficiency.

Fleet replacements are included in Erie Thames 2011-2015 capital plan.

3.9 General Plant

These investments include:

R

*

Building Facilities capital which is driven as part of the overall improvements in work

place conditions, to maintain employee safety and efficiency.

% IT systems (software or hardware) enhancements for improved business and operational
needs.

+«+ Tools/Equipment — replacements are for tools and equipment that have come to the end
of their useful life or become a health and safety risk to the user.

¢+ Meter Purchases

% SCADA and Smart Grid

3.10 Capitalization Policy

Erie Thames has followed Generally Accepted Accounting Principles, in particular the CICA
Handbook Section 3060, Capital Assets as well as the guidelines as set out in the OEB
Accounting Procedure handbook for financial reporting periods to December 31, 2011.
Property, plant and equipment purchased or constructed by Erie Thames are stated at historic
costs and include contracted services, material, labour, engineering and overhead costs.
Furthermore, constructed property, plant and equipment include ascribed interest during the
period of construction.
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When identifiable capital assets are retired or otherwise disposed of, their original cost and
accumulated depreciation are removed from the accounts and the related gain or loss is included
in the determination of income for the year. Repairs and maintenance expenditures are charged

to operations as incurred.

Construction-in-progress comprises capital assets under construction, capital assets not yet
placed into service and pre-construction activities related to specific projects expected to be

constructed. These assets are not depreciated until place into service.

4.0  Net Fixed Assets

Erie Thames experienced continued growth in the net fixed assets resulting from normal capital
investments, the acquisition of assets associated with CPC and WPPI and the Fixed Asset
Continuity Schedules for 2008, 2009, 2010, 2011 Bridge Year and 2012 Test Year may be found

at Exhibit <>, Tab <>, Schedule < >.

The below average spending in 2009 is primarily a result of the strike that lasted for 18 weeks
during the prime construction period. Following the strike, efforts were directed toward
operation and maintenance that was required to be completed and non-discretionary capital

spending. As such discretionary capital spending was reduced.
The 2010 above average spending is primarily a result of the merger of Erie Thames with CPC
and WPPI and the transfer of certain assets into Erie Thames from the former service affiliate.

The transactions that occurred were recorded at Net Book Value.

Table 2-xx Summary of Additions to Net Fixed Assets

Year | 2008 Actual | 2009 Actual | 2010 Actual | 2011 Bridge | 2012 Test | Ave. 2008
Year Year to 2011

Amount | $ 2,490,833 |$ 1,942,235 | $ 3,617,615 $ 2,433,918 | $ 2,840,000 | $2,621,150
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5.0  Working Capital Allowance
The OEB in <> prescribes two acceptable approaches to calculating an appropriate Working
Capital Allowance (“WCA”): (i) a utility specific lead/lag study; or (ii) the default value of 15%
of controllable expenses and the cost of power. Erie Thames has chosen to use the 15% default
methodology. Given the size of utility, and recent changes, such as the Clean Energy Benefit,
that would tend to increase the WCA.

This Exhibit provides a schedule of the Working Capital Requirement for the bridge year (2011)
and the Test year (2012). For comparison purposes, the approved and actual Working Capital
Requirement for the base year (2008) is also shown. WCA will be recalculated at the time a

decision is rendered using the most up-to-date information available.

Table <> - Working Capital Summary

2008 Actual

2009 Actual

2010 Actual

2011 Actual

2012 Test

Cost of Power

$34,025,046.44

$37,011,377.99

$40,082,660.19

$39,963,276.17

$36,951,816.67

OM&A Expenses

Operations $ 27586441 (% 262,099.83|$ 284,838.15($% 274,004.39 | $  282,214.51
Maintenance $ 1,951,406.27 | $ 629,843.33|$ 768,547.66 | $ 693,542.86 | $ 724,349.14
Billing and Collecting | $ 971,450.24 | $ 1,219,844.92 | $ 1,356,295.64 | $ 1,178,679.81 | $ 1,247,914.04

Administration

$ 2,682,569.92

$ 3,558,052.42

$ 3,455,290.39

$ 3,686,890.87

$ 3,346,759.37

Working Capital

$39,906,337.28

$42,681,218.49

$45,947,632.03

$45,796,394.10

$42,553,053.73

WCA 15%

$ 5,985,950.59

$ 6,402,182.77

$ 6,892,144.80

$ 6,869,459.11

$ 6,382,958.06

6.0

2012 Test Year Capital Program

6.1

Erie Thames has been, and continues to be, focused on maintaining the adequacy, reliability, and

Capital Project Description

quality of service to its distribution customers through effective capital spending. The capital
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spending by account is broken down by project in the table below. As projects can be charged to

different OEB capital accounts, additional accounts have been identified where required.

2012 Capital Assets by Project Uniform System of Accounts #
Project Name Poles & Fistures DM Conduster UG Condult UG Consuttar  Transioemers Services Meters  Buil@ingFisture  Hardware Softeare  Tanspestation Tools SCADA  ContributedCap  TOTAL
e a8 a0 1mas 1ns0 1ass 1880 1008 1830 1828 1080 1940 1890 s

Pole Replacemant Program $ 150,000 § 150,000
New Sendce Connactions & Upgrades $ 285,000 § 285,000
Ayimer, Park Stroat Ph2 $ 60,000 | § 20,000 | § 40,000 | $ 20,000 | § 15000 § 25,000 $ 180,000
Beimont Hazetwood Crescent - $ 15,000 $ 30,000 | $ 25000 | § 45000 £ 115,000
Clinton M5#2 Conversion $111,000 | $164000 | § 5000 |$ 5000 |$ 65000 | § 5000 $ 355,000

William 51 $ 45,000 | § 35000 § 80,000
Tavistock, Maria, Adam and Area § 83,000 | § 102,000 § 65,000 § 250,000

Road Reconstruchon § 50,000 § 50,000
Ingersoll, Ingersoll Street re-insulate $ 55.000 § 55000
Ingersoll, Melita, Wohnam Streat $ 10,000 | § 75000 [ § 35000 | § 60,000 $ 180,000
Ottarville, Dover St 27kv Ext § 84,000 | $128,000 § 63,000 § 275,000
Porl Stanley Main 51 5. Jameson - Cornel $112,000 | § 74,000 [ $135.000 | $ 84,000 § 405,000
Mitehed Conversion, Pond St and Thames. $ 57,000 | § 36,000 $ 12,000 $ 105,000
Mitched Conversion, St Gearge St $ 10,000 [ § 8000 § 22000 § 40,000
Clinton Town Hall UG Upgrade $ 13000 § 2000|% 19,000 | § 21,000 § 55000
Substaions Upgrades $ 20,000 $ 20,000
Fleat §340,000 § 340,000
Tools & Equipment § 35000 § 35000
Mater Purchases § 45000 § 45000
Computers, Monitors, Phones and Equipment § 25,000 $ 25000
Pole Traier/Fork Lilt $ 40,000 $ 40,000
Building Leasehold Improvements § 40.000 § 40,000
SCADA and Automation $ 200,000 $ 200,000
Total by Account GL $733,000 $505000 5231000 $180,000 $482,000 5374000 5 70,000 § 60,000 5 25000 § = $380,000 $ 35000 5200000 § i $3,325,000

6.2  Specific Capital Projects/Programs

6.2.1 Pole Replacement Program

Each year Erie Thames budgets for pole testing on a 10 year rolling cycle. The pole replacement
program is designed to address necessary high and medium priority pole replacements.
Identified rotten poles pose a public and employee risk which needs to be addressed in
appropriate time frames. The project is designed to mitigate the safety risks along with
reliability risks as a result of the poor condition of the asset. Typically the poles being replaced
are at their end of useful life. If specific poles have been identified as being subject to premature
failures, Erie Thames will target the particular poles for testing. Erie Thames has budgeted
$150,000 based on previous years replacements, the project is an ongoing project that typically

gets completed in the first quarter of every year.
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6.2.2. New Service Connections and Upgrades

This line item represents all new services and service upgrades completed during the year due to
customer requests. The scope of this project is typically half of these requests are associated
with new residential subdivisions that fill in over a two to three year period. The remaining
requests are split between commercial service upgrades and various residential service upgrades.
The estimated cost for 2012 is $285,000 based on previous years’ experience. If these projects
are not completed, Erie Thames would be in violation of the Distribution System Code by failing

to connect customers in a reasonable amount of time.

6.2.3. Aylmer, Park Street Ph2 Overhead Upgrade

This particular project is addressing rear lot poles that have been identified as being danger poles

through Erie Thames’s testing program and therefore in need of replacement. The existing poles
and overhead lines are not accessible and have various barriers to access including trees, poles
and sheds. Erie Thames will be relocating the overhead line to front yard overhead construction
on Park Street and removing the existing rear lot overhead lines. Erie Thames estimates the cost
of the line relocation to be $180,000.

6.2.4 Belmont, Hazelwood Crescent Underground Upgrade

The scope of this project is to address underground 8kv distribution primary cables in poor
condition. The subject area has primary cable that is >40 years old and has reached its end of
useful life. The Crescent is currently fed by a radial feed from the overhead 8kv distribution
system supplying approximately 60 homes in the area. Erie Thames plans to upgrade the
underground cable and transformers and convert them to a 27.6kv supply giving the area a loop
feed on the underground system. Currently with no loop feed if there was to be a primary cable
failure customers would be without power for a prolonged period of time. The project is
estimated to cost $115,000 and will be completed in the 3 quarter.
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6.2.5 Clinton MS#2 Conversion

This municipal substation was built in 1949 utilizing used 1928 vintage transformers to supply

the local area with 4 kV distribution. The station has exceeded end of life expectations, and the
majority of the 4 kV distribution system is also nearing end of life. Therefore, rather than replace
both the station and distribution with 4 kV equipment, it was decided to convert the area to
27.6kV to eliminate the need for the station and reduce system losses. This project will span
several USofA accounts, and will be completed over a four year period from 2012 to 2016. As
each street is converted to 27.6 kV, it will be immediately put into service. The scope of this
year’s portion of the project is on James Steet, Gordon Street, Matilda and a small section on east
street, upgrading and converting the overhead 4kv system to 27.6kv overhead allowing for

further expansion of the 27.6kv system to eventually eliminate MS#2 by 2016.

The purpose of this project is to replace distribution infrastructure that is at end of life, convert
the 4 kV load to 27.6 kV supply, and allow the Station to be decommissioned in 2016. The cost
of this portion of the project is estimated at $355,000. If this project is not completed, the 4 kV
equipment (transformers and cables) will need to be replaced with 4 kV equipment at a cost of
$255,000 and the Station will need to be replaced in 2013 at a cost of approximately $1,000,000.

6.2.6. Clinton Town Hall UG Upgrade

Install New Three Phase Underground Primary cables to the transformer For the Town Hall -

Install a new dip pole at William and Princess and then install three runs of 285m of 2/0 al. u/g
primary. This job is recommended because presently the transformer is fed radially from
Rattenbury Street with #6 u/g 5kv direct buried primary cable that is >40 years old and end of
life in very poor condition. With a radial supply the Town Hall and it municipal operations is at
great risk of a very long outage if a fault were to occur. The project will also help remove load
to eliminate the MS#2 substation in Clinton described above.
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6.2.7. Tavistock, William Street Extension

The scope of this project is to extend the existing 27.6kv distribution system on William Street 9
pole spans and create a loop feed to the towns sewage lagoon system, arena and public school
located in the area. Currently the load is served by a radial feed that transition from overhead to
underground back up to overhead 27.6kv. Currently when a fault occurs there is no way to
restore power quickly to these significant loads. The present situation presents a risk for a
prolonged outage if a fault were to occur which would not be ideal for the sewage lagoon which
is an essential service for the town. The project is expected to cost $80,000 and will be
completed in the 4" quarter.

6.2.8 Municipal Road Reconstruction

The scope of this project includes line relocations (requested by MTO or City), single pole
relocations (to accommodate new or expanded driveways), and make-ready work for third party
attachments. In some cases, portions of the project cost are recoverable as a connection fee or
capital contribution as determined by the Net Present Value calculation (as per the DSC). The
estimated cost for 2012 is $50,000, based on previous years’ experience. The average cost of
these projects is expected to be $10,000 and the largest project is expected to be $75,000 to
which the customer may contribute all or a portion of the actual costs.

6.2.9. Ingersoll — Reinsulate Poles — 38M51 Feeder

This project is to upgrade the porcelain insulators on the Ingersoll M51 feeder which supplies
GM CAMI Assembly Plant. Analysis of outage causes indicates that a particular porcelain
insulator has been subject to flashover failures due to broken skirts on the insulators. The
insulators have been in service for approximately 30 years. GM represents a significant load to
Erie Thames and intermittent power quality issues are not acceptable to the plant. The project is
a proactive measure to help reduce power quality issues to GM. The project is estimated to cost
$55,000
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6.2.10 Ingersoll, Melita and Wohnam Street

The scope of this project includes the upgrade of existing underground 4kv primary distribution
including submersible transformers and converting the primary underground distribution to
27.6kv utilizing pad mounted transformers. This project will result in the elimination of
submersible transformers in the area which have caused approximately 3-4 outages per year
effecting more than 60 customers in the area. Outage stats have shown this area to be one of Erie
Thames worst performing feeder as a result of the issues. The existing underground system is 35
to 45 years old approaching end of life and in poor condition. The submersible transformers and
vaults are subject to high water table levels in early spring which has impacted and deteriorated
the overall condition of the assets. Phase one of the project was completed in 2011 at a cost of

approximately $260,000. Phase 2 would be completed in the 3" quarter at a cost of $180,000.

6.2.11 Otterville, Dover Street Conversion

This project will replace aging infrastructure that has been identified as a potential risk for failure
in the near future. The scope of this project is an overhead 3 phase line conversion and upgrade
on Dover Street with single phase lateral runs off to Wellington, Norfolk and William Streets on
the F2 8kv feeder that has reached end of life. Poles, wooden crossarms, porcelain insulators, and
transformers are 45 to 55 years old and in relatively poor condition. The existing overhead
primary conductors are #4 and #6 AWG copper which poses risk to the public and employees

safety. The project is estimated to cost $275,000.

6.2.12 Port Stanley, Main Street South and Jameson OH to UG Conversion

This project will replace aging infrastructure that has been identified as a potential risk for failure
in the near future. The scope of this project is to convert an overhead 3 phase 4kv distribution
line to underground 27.6kv on the main street in Port Stanley. The existing overhead system has
reached end of life. Poles, wooden crossarms, porcelain insulators, and transformers are 45 to 55
years old and in very poor condition. The existing overhead primary conductors are #6 AWG

copper which poses risk to the public and employees safety. The area is a high traffic area given
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the nature of the summer time tourist attraction with this beach front community posing even
higher risk. The project will utilize an already installed underground primary network to pick of
the servicing of approximately 50 homes and businesses in the area. The project is estimated to

cost $405,000 and is expected to be completed before the long weekend in May.

6.2.13 Mitchell Conversion, Pond Street, Thames Ave — St George Street

The 2 projects are designed to deal with Mitchell’s municipal substation #2 that was built in
1968 to supply the local area with 4 kV distribution. The station has exceeded end of life
expectations, and the majority of the 4 kV distribution system is also nearing end of life.
Therefore, rather than replace both the station and distribution with 4 kVequipment, it was
decided to convert the last few remaining areas to 27.6kV to eliminate the need for the station
and reduce system losses. This project will be completed over the next 3 year period from 2012
to 2015. As each street is converted to 27.6 kV, it will be immediately put into service. The
purpose of this project is to replace distribution infrastructure that is at end of life
e Convert Pond Street and Thames Avenue — This job involves the replacement of two
padmounts, three poletrans 345m of 28KV u/g primary cable, bore 1-3” pipe 175m, and
install single phase KABAR. This will also eliminate some old 5 KV u/g cable.
e St. George Street polemount transformer conversions. This job will allow Erie Thames to
remove the underbuild (4KV) from Frances Street to Henry Street along St. George Street
with our goal to work our way back to the substation removing the existing 4kv circuit

and converting out the station.

The projects will allow the MS#2 substation to be decommissioned in 2015. The cost of these
two projects is estimated at $145,000. If this project is not completed, the 4 kV equipment
(transformers and cables) will need to be replaced with 4 kV equipment at a cost of $125,000 and

the Station will need to be replaced in 2015 at a cost of approximately $600,000.
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6.2.14 Substation Upgrades

$20,000 represents the costs to make necessary upgrades to substation fences and grounding that

is deteriorating with the aging stations. Even though a few substations have been identified for
decommissioning over the next few years it is imperative to keep the stations in good safe
working condition. Fence repairs will help to reduce the risk till such time the stations are taken

completely out of service.

6.2.15 Fleet

The scope of this project includes the replacement of a bucket truck (# 11-92, 1992 vintage), a
4X4 pickup (#01-02 is 2002 vintage). These two vehicles are deemed to be at end of life based
on physical condition, cost to maintain, in-field failure frequency, and maintainability along with
a utilization factor. For the bucket truck, it is in very poor condition having body frame issues
(repairs done in the past).

Pickup #01-02 is a highly utilized pickup now with over 200,000km on the vehicle and is
becoming more costly to maintain. The estimated cost for replacements is $340,000. If these
vehicles are not replaced, they are expected to fail in use and require extensive repairs to keep
them roadworthy. If the bucket truck fails in-service, it could be a safety hazard to the workers,
cause damage to the system, and create an inefficiency (vehicle unavailable for use until

repaired).

6.2.16 Tools and Equipment

This line item represents various tools and equipment purchased during the year, primarily to
replace existing devices that have reached end of life or failed beyond repair. The estimated cost
for this project is $35,000 based on previous years’ experience. If this project is not completed,

workers will not be able to fulfill their duties or work safely.
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6.2.17 Meter Purchases

This line item represents the purchase and installation of new meters for inventory necessary to

backfill the requirement for Measurements Canada Compliance Sampling. The scope of this
project includes the replacement of meters that are at end of life, meters that have reached seal
expiry, upgraded meters triggered by customer demand, or new connections. The estimated cost
for 2012 is $40,000 based on previous years’ experience. If these projects are not completed,
Erie Thames will be in violation with Measurement Canada for using meters that do meet
requirements, and in violation of the Distribution System Code by failing to connect customers

in a reasonable amount of time.

6.2.18 Computers, Monitors, Phones and Associated Equipment

This line item represents various computer, monitors, phones and associated equipment upgrades
required during the year to be replaced and existing units at end of life or that have failed beyond

repair. The estimated cost for replacements is $25,000, based on previous years’ experience.

6.2.19 Pole Trailer and Forklift
Hwy 8 service centres (CPC and WPP) currently have two pole trailers both of which are not

able to leave the town because of their road worthiness. This line item represents $15,000 of the
budgeted $40,000 to purchase a new pole trailer for the safe transportation of pole up and down
the highway between service centres. Failure to purchase the pole trailer will create a safety risk
for staff as well as put them in violation of trailer safety MTO requirements.

A new forklift represents the increase in material handling required to run a larger utility with the
volumes of materials going in and out on a regular basis. This item represents $25,000 of the
budgeted $40,000. Failure to purchase the forklift significantly impedes the stores keeper to
manage inventories at our service centres requiring an inefficient use of line staff and large

utility equipment to unload materials.
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6.2.20 Lands and Buildings/Leasehold Improvements

This line item represents several small projects to maintain and upgrade the Operations and
Administration Hub Building in Ingersoll. The scope of the project includes furniture upgrades,
minor office renovations, and replacements of failed components such as plumbing fixtures and
the planned renovation of the stores warehouse to create a new office and storage space. Erie
Thames growth through the merger of Erie Thames, CPC and WPP has created a strain on space
due to staffing level increase and the requirement for space to run effective operations. If these
projects are not completed, facility operations will suffer creating inefficiencies the building will
continue to deteriorate to the point where additional damage occurs requiring a much larger
capital investment. The renovations to the stores warehouse will make more effective use of the
warehouse space and create one new office making the workflow and utilization of space more
efficient. The additional warehouse storage utilization will allow more inventories to be stored
indoors, protecting them from the elements and making them easier to access during the winter

as well as reducing theft risks.

This line item also represents several small projects to maintain and upgrade the Service Centres.
The scope of the project includes furniture upgrades, minor renovations, and replacements of
failed components such as plumbing fixtures. The estimated cost for this project is $40,000

based on past experiences.

6.2.21 SCADA and Smart Grid
This project is to upgrade various hardware and software components associated with the

SCADA system to improve reliability, security, and visibility to the Distribution System in real
time, and adding new data points for functionality. The scope of phase 1 for this project in
2012, this includes the role out of a SCADA system that has been estimated to cost $200,000 for
hardware and software components along with consultants support to implement. Data points
will begin by getting access to Hydro One’s breaker status then moving downstream to Erie

Thames’s wholesale meter points embedded with Hydro One Distribution System. Phase 2 will
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lead to a pilot utilizing automated switches to the SCADA system (so they could be remotely
monitored and controlled) were appropriate and expanding the roll out of the switch’s in
subsequent years. The project is expected to be completed by the end of the 3" quarter. If this
project is not completed smart grid advancements will stall and reliability as the system ages will

suffer.

7.0 2013, 2014 and 2015 Capital Programs
In the years of IRM Erie Thames anticipates its capital spending requirements will be similar to

that during the Test Year. As such, the majority of capital spending will be targeted towards
assets that are at end of life. Programs and specific projects identified to continue beyond 2012
are summarized in the Table below. The METSCO Report identifies an annual sustainment of
fixed distribution assets of $2,300,000 and total annual capital spending of $3,725,000. Of this,
$1,025,000 is capital spending on programs which is based upon historical spending patterns and
the recommendations of METSCO for appropriate spending levels. Erie Thames has only
included $3,325,000 in the capital spend in order to mitigate the rate impact for the customer.
Erie Thames has also estimated contribution at $485,000 which is higher than the historical

average.

The METSCO Report identified $2,300,000 as the appropriate annual level of sustainment
funding for fixed distribution assets. Of this, $500,000 per year for 2013 and 2104 are the

continuation of projects currently underway and $170,000 represents capital spending on pole

replacements and station upgrades. Other specific projects will be identified for each year based
upon the condition of the assets and coordination with other activities (such as new construction

or municipal reconstruction) in order to ensure orderly capital program.

The METSCO Report identified 6 Distribution Substations that would need replacing over the
next decade. The 2012 spending will deal with 1 (Clinton, $355,000) of the 6 and 5 will remain.
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It is likely that at least 2 of the remaining 5 will be replaced prior to the next rebasing at a cost

similar to the Clinton Project.

Table <>. Capital Spending

Program and Project 2013 2014 2015
New Service Connections and Upgrades $285,000 | $285,000 $285,000
Municipal Road Reconstruction $50,000 $50,000 $50,000
Meters $45,000 $45,000 $45,000
Tools & Equipment $35,000 $40,000 $40,000
Computers, Phones, etc. $25,000 $25,000 $25,000
Lands, Buildings & Leasehold Improvements $40,000 $40,000 $40,000
Fleet $340,000 | $340,000 $340,000
SCADA & Smart Grid $200,000 | $200,000 $200,000
Sub-total $1,025,000 | $1,025,000 |  $1,025,000
Pole Replacement $150,000 | $150,000 $150,000
Clinton MS#2 Conversion® $355,000 |  $355,000 $355,000
Mitchell Conversion® $145,000 | $145,000 -
Station Upgrades® $20,000 |  $20,000 $20,000
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Allowance for Allowance for
WORKING CAPITAL ALLOWANCE CALCULATION BY ACCOUNT 2008 Actual 15% Working Capital 2009 Actual 15% Working Capital
Operation (Working Capital)
5005-Operation Supervision and Engineering $44,233.50 15% $6,635.03 $70,139.13 15% $10,520.87
5010-Load Dispatching $0.00 15% $0.00 $54.84 15% $8.23
5012-Station Buildings and Fixtures Expense $36.03 15% $5.40 $0.00 15% $0.00
5014-Transformer Station Equipment - Operation Labour $0.00 15% $0.00 $0.00 15% $0.00
5015-Transformer Station Equipment - Operation Supplies and Expenses $620.24 15% $93.04 $0.00 15% $0.00
5016-Distribution Station Equipment - Operation Labour $0.00 15% $0.00 $0.00 15% $0.00
5017-Distribution Station Equipment - Operation Supplies and Expenses $39,666.09 15% $5,949.91 $21,832.31 15% $3,274.85
5020-Overhead Distribution Lines and Feeders - Operation Labour $6,703.41 15% $1,005.51 $5,771.04 15% $865.66
5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses $2,194.49 15% $329.17 $10,321.90 15% $1,548.29
5030-Overhead Sub transmission Feeders - Operation $0.00 15% $0.00 $0.00 15% $0.00
5035-Overhead Distribution Transformers- Operation $253.67 15% $38.05 $555.59 15% $83.34
5040-Underground Distribution Lines and Feeders - Operation Labour $964.41 15% $144.66 $686.59 15% $102.99
5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses $501.98 15% $75.30 $322.19 15% $48.33
5050-Underground Sub transmission Feeders - Operation $0.00 15% $0.00 $0.00 15% $0.00
5055-Underground Distribution Transformers - Operation $742.11 15% $111.32 $277.76 15% $41.66
5060-Street Lighting and Signal System Expense $1,204.16 15% $180.62 $0.00 15% $0.00
5065-Meter Expense -$6,328.60 15% -$949.29 $51,512.89 15% $7,726.93
5070-Customer Premises - Operation Labour $0.00 15% $0.00 $512.04 15% $76.81
5075-Customer Premises - Materials and Expenses $0.00 15% $0.00 $5,960.96 15% $894.14
5085-Miscellaneous Distribution Expense $135,788.55 15% $20,368.28 $92,685.12 15% $13,902.77
5090-Underground Distribution Lines and Feeders - Rental Paid $1,049.99 15% $157.50 $245.44 15% $36.82
5095-Overhead Distribution Lines and Feeders - Rental Paid $3,028.50 15% $454.28 $587.50 15% $88.13
5096-Other Rent $45,205.88 15% $6,780.88 $634.53 15% $95.18
Sub-Total $275,864.41 $41,379.66 $262,099.83 $39,314.97
Maintenance (Working Capital)
5105-Maintenance Supervision and Engineering $0.00 15% $0.00 $3,283.78 15% $492.57
5110-Maintenance of Buildings and Fixtures - Distribution Stations $1,402,006.53 15% $210,300.98 $66,239.74 15% $9,935.96
5112-Maintenance of Transformer Station Equipment $0.00 15% $0.00 -$7.99 15% -$1.20
5114-Maintenance of Distribution Station Equipment $32,579.11 15% $4,886.87 $38,614.04 15% $5,792.11
5120-Maintenance of Poles, Tow ers and Fixtures $129,504.18 15% $19,425.63 $91,570.62 15% $13,735.59
5125-Maintenance of Overhead Conductors and Devices $31,685.27 15% $4,752.79 $20,010.91 15% $3,001.64
5130-Maintenance of Overhead Services $48,481.44 15% $7,272.22 $87,437.81 15% $13,115.67
5135-Overhead Distribution Lines and Feeders - Right of Way $39,535.69 15% $5,930.35 $71,115.75 15% $10,667.36
5145-Maintenance of Underground Conduit $228.99 15% $34.35 $576.36 15% $86.45
5150-Maintenance of Underground Conductors and Devices $32,933.36 15% $4,940.00 $63,120.88 15% $9,468.13
5155-Maintenance of Underground Services $63,438.46 15% $9,515.77 $49,537.28 15% $7,430.59
5160-Maintenance of Line Transformers $89,285.86 15% $13,392.88 $61,108.86 15% $9,166.33
5165-Maintenance of Street Lighting and Signal Systems $17.82 15% $2.67 $0.00 15% $0.00
5170-Sentinel Lights - Labour $0.00 15% $0.00 $0.00 15% $0.00
5172-Sentinel Lights - Materials and Expenses $7.26 15% $1.09 $0.00 15% $0.00
5175-Maintenance of Meters $81,702.30 15% $12,255.35 $77,235.29 15% $11,585.29
5178-Customer Installations Expenses- Leased Property $0.00 15% $0.00 $0.00 15% $0.00
5185-Water Heater Rentals - Labour $0.00 15% $0.00 $0.00 15% $0.00
5186-Water Heater Rentals - Materials and Expenses $0.00 15% $0.00 $0.00 15% $0.00
5190-Water Heater Controls - Labour $0.00 15% $0.00 $0.00 15% $0.00
5192-Water Heater Controls - Materials and Expenses $0.00 15% $0.00 $0.00 15% $0.00
5195-Maintenance of Other Installations on Customer Premises $0.00 15% $0.00 $0.00 15% $0.00

Sub-Total $1,951,406.27 $292,710.94 $629,843.33 $94,476.50



Erie Thames
EB-2012-0121
Filed: April 13,2012
Exhibit 2

Tab 4

Schedule 1

Page 39 of 159

Billing and Collections

5305-Supervision $802.00 15% $120.30 $0.00 15% $0.00
5310-Meter Reading Expense $63,178.25 15% $9,476.74 $49,052.72 15% $7,357.91
5315-Customer Billing $750,077.19 15% $112,511.58 $636,816.18 15% $95,522.43
5320-Collecting $83,881.44 15% $12,582.22 $48,189.31 15% $7,228.40
5325-Collecting- Cash Over and Short -$100.06 15% -$15.01 $21.07 15% $3.16
5330-Collection Charges -$17,988.01 15% -$2,698.20 $246,554.41 15% $36,983.16
5335-Bad Debt Expense $15,892.27 15% $2,383.84 -$9,273.92 15% -$1,391.09
5340-Miscellaneous Customer Accounts Expenses $27,649.72 15% $4,147.46 -$9.02 15% -$1.35

Sub-Total $923,392.80 $138,508.92 $971,350.75 $145,702.61

Community Relations

5405-Supervision $38,658.82 15% $5,798.82 $2,429.63 15% $364.44
5410-Community Relations - Sundry $413.72 15% $62.06 $46,717.06 15% $7,007.56
5415-Energy Conservation $0.00 15% $0.00 $77,260.87 15% $11,589.13
5420-Community Safety Program $0.00 15% $0.00 $1,321.33 15% $198.20
5425-Miscellaneous Customer Service and Informational Expenses $0.00 15% $0.00 $107,157.70 15% $16,073.66
5505-Supervision $0.00 15% $0.00 $0.00 15% $0.00
5510-Demonstrating and Selling Expense $0.00 15% $0.00 $0.00 15% $0.00
5515-Advertising Expense $8,984.90 15% $1,347.74 $13,607.58 15% $2,041.14
5520-Miscellaneous Sales Expense $0.00 15% $0.00 $0.00 15% $0.00

Sub-Total $48,057.44 $7,208.62 $248,494.17 $37,274.13

Administrative and General Expenses

5605-Executive Salaries and Expenses $237,336.93 15% $35,600.54 $226,657.86 15% $33,998.68
5610-Management Salaries and Expenses $971,561.91 15% $145,734.29 $1,011,873.65 15% $151,781.05
5615-General Administrative Salaries and Expenses $459,385.88 15% $68,907.88 $192,595.37 15% $28,889.31
5620-Office Supplies and Expenses $150,618.86 15% $22,592.83 $236,875.92 15% $35,531.39
5625-Administrative Expense Transferred Credit $0.00 15% $0.00 $0.00 15% $0.00
5630-Outside Services Employed $336,183.79 15% $50,427.57 $772,533.10 15% $115,879.97
5635-Property Insurance $75,834.30 15% $11,375.15 $55,967.38 15% $8,395.11
5640-Injuries and Damages $0.00 15% $0.00 $0.00 15% $0.00
5645-Employee Pensions and Benefits $12,610.68 15% $1,891.60 $191,713.47 15% $28,757.02
5650-Franchise Requirements $0.00 15% $0.00 $0.00 15% $0.00
5655-Regulatory Expenses $158,966.57 15% $23,844.99 $221,070.12 15% $33,160.52
5660-General Advertising Expenses $0.00 15% $0.00 $40.52 15% $6.08
5665-Miscellaneous General Expenses $110,448.51 15% $16,567.28 $440,685.35 15% $66,102.80
5670-Rent $99,009.40 15% $14,851.41 $172,364.58 15% $25,854.69
5675-Maintenance of General Plant $67,934.52 15% $10,190.18 $33,473.72 15% $5,021.06
5680-Hectrical Safety Authority Fees $2,678.57 15% $401.79 $2,201.38 15% $330.21
5685-Independent Market Operator Fees and Penalties $0.00 15% $0.00 $0.00 15% $0.00

Sub-Total $2,682,569.92 $402,385.49 $3,558,052.42 $533,707.86



Amortization Expenses
5705-Amortization Expense - Property, Plant, and Equipment
5710-Amortization of Limited Term Electric Plant
5715-Amortization of Intangibles and Other Electric Plant
5720-Amortization of Blectric Plant Acquisition Adjustments
5725-Miscellaneous Amortization
5730-Amortization of Unrecovered Plant and Regulatory Study Costs
5735-Amortization of Deferred Development Costs
5740-Amortization of Deferred Charges
Sub-Total

Cost of Power
4705
4708
4710
4712
4714
4715
4716
4720
4725
4730
4750
5205
5210
5215
5685
Sub-Total

WORKING CAPITAL ALLOWANCE TOTAL
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$949,932.13 0% $0.00 $1,017,710.59 0% $0.00
$0.00 0% $0.00 $0.00 0% $0.00

$0.00 0% $0.00 $0.00 0% $0.00

$0.00 0% $0.00 $0.00 0% $0.00

$0.00 0% $0.00 $0.00 0% $0.00

$0.00 0% $0.00 $0.00 0% $0.00

$0.00 0% $0.00 $0.00 0% $0.00

$0.00 0% $0.00 $0.00 0% $0.00
$949,932.13 $0.00 $1,017,710.59 $0.00
$25,854,812.64 15% $3,878,221.90 $29,406,629.34 15% $4,410,994.40
$3,022,927.13 15% $453,439.07 $3,022,326.61 15% $453,348.99
$0.00 15% $0.00 $0.00 15% $0.00
$15,466.29 15% $2,319.94 $18,436.95 15% $2,765.54
$2,397,911.17 15% $359,686.67 $2,053,581.00 15% $308,037.15
$0.00 15% $0.00 $0.00 15% $0.00
$2,257,994.05 15% $338,699.11 $1,929,090.78 15% $289,363.62
$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00
$475,935.16 15% $71,390.27 $581,313.31 15% $87,197.00
$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00
$34,025,046.44 $5,103,756.97  $37,011,377.99 $5,551,706.70
$5,985,950.59 $6,402,182.77



WORKING CAPITAL ALLOWANCE CALCULATION BY ACCOUNT

Operation (Working Capital)
5005-Operation Supervision and Engineering
5010-Load Dispatching
5012-Station Buildings and Fixtures Expense
5014-Transformer Station Equipment - Operation Labour
5015-Transformer Station Equipment - Operation Supplies and Expenses
5016-Distribution Station Equipment - Operation Labour
5017-Distribution Station Equipment - Operation Supplies and Expenses
5020-Overhead Distribution Lines and Feeders - Operation Labour
5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses
5030-Overhead Sub transmission Feeders - Operation
5035-Overhead Distribution Transformers- Operation
5040-Underground Distribution Lines and Feeders - Operation Labour
5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses
5050-Underground Sub transmission Feeders - Operation
5055-Underground Distribution Transformers - Operation
5060-Street Lighting and Signal System Expense
5065-Meter Expense
5070-Customer Premises - Operation Labour
5075-Customer Premises - Materials and Expenses
5085-Miscellaneous Distribution Expense
5090-Underground Distribution Lines and Feeders - Rental Paid
5095-Overhead Distribution Lines and Feeders - Rental Paid
5096-Other Rent
Sub-Total

Maintenance (Working Capital)
5105-Maintenance Supervision and Engineering
5110-Maintenance of Buildings and Fixtures - Distribution Stations
5112-Maintenance of Transformer Station Equipment
5114-Maintenance of Distribution Station Equipment
5120-Maintenance of Poles, Tow ers and Fixtures
5125-Maintenance of Overhead Conductors and Devices
5130-Maintenance of Overhead Services
5135-Overhead Distribution Lines and Feeders - Right of Way
5145-Maintenance of Underground Conduit
5150-Maintenance of Underground Conductors and Devices
5155-Maintenance of Underground Services
5160-Maintenance of Line Transformers
5165-Maintenance of Street Lighting and Signal Systems
5170-Sentinel Lights - Labour
5172-Sentinel Lights - Materials and Expenses
5175-Maintenance of Meters
5178-Customer Installations Expenses- Leased Property
5185-Water Heater Rentals - Labour
5186-Water Heater Rentals - Materials and Expenses
5190-Water Heater Controls - Labour
5192-Water Heater Controls - Materials and Expenses
5195-Maintenance of Other Installations on Customer Premises

Sub-Total

Allowance for
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Allowance for

2010 Actual 15% Working Capital 2011 Bridge 15% Working Capital
$185,439.22 15% $27,815.88 $187,413.29 15% $28,111.99
$837.20 15% $125.58 $0.00 15% $0.00
$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00
$28,246.94 15% $4,237.04 $3,416.28 15% $512.44
$17,774.24 15% $2,666.14 $3,576.10 15% $536.42
$2,385.01 15% $357.75 $1,398.84 15% $209.83
$0.00 15% $0.00 $0.00 15% $0.00
$1,022.04 15% $153.31 $0.00 15% $0.00
$2,519.90 15% $377.99 $372.63 15% $55.89
$7.88 15% $1.18 $27.07 15% $4.06

$0.00 15% $0.00 $0.00 15% $0.00
$100.32  15% $15.05 $0.00 15% $0.00
$0.00 15% $0.00 $0.00 15% $0.00
-$14,781.69 15% -$2,217.25 $5,970.53 15% $895.58
$0.00 15% $0.00 $190.13  15% $28.52
$4,104.34 15% $615.65 $18.31 15% $2.75
$56,835.67 15% $8,525.35 $71,621.21 15% $10,743.18
$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00
$347.08 15% $52.06 $0.00 15% $0.00
$284,838.15 $42,725.72 $274,004.39 $41,100.66
$636.41 15% $95.46 $0.00 15% $0.00
$117,200.84 15% $17,580.13 $93,146.33  15% $13,971.95
$89.15 15% $13.37 $0.00 15% $0.00
$13,741.80 15% $2,061.27 $3,286.92 15% $493.04
$44,471.00 15% $6,670.65 $28,922.80 15% $4,338.42
$9,225.28 15% $1,383.79 $5,675.64 15% $851.35
$97,358.49  15% $14,603.77 $73,848.45 15% $11,077.27
$74,467.36  15% $11,170.10 $111,568.14 15% $16,735.22
$150,430.97 15% $22,564.65 $140,828.06 15% $21,124.21
$71,584.22 15% $10,737.63 $52,885.52  15% $7,932.83
$52,231.00 15% $7,834.65 $53,555.41  15% $8,033.31
$65,975.22  15% $9,896.28 $100,101.65 15% $15,015.25
$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00
$71,135.92 15% $10,670.39 $29,723.94 15% $4,458.59
$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00

$0.00 15% $0.00 $0.00 15% $0.00
$768,547.66 $115,282.15 $693,542.86 $104,031.43
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5305-Supervision $0.00 15% $0.00 $18,088.24 15% $2,713.24
5310-Meter Reading Expense $111,444.19 15% $16,716.63 $33,212.93 15% $4,981.94
5315-Customer Billing $835,310.33  15% $125,296.55 $846,846.16  15% $127,026.92
5320-Collecting $30,175.35 15% $4,526.30 $21,186.98 15% $3,178.05
5325-Collecting- Cash Over and Short -$11,160.00 15% -$1,674.00 $0.00 15% $0.00
5330-Collection Charges $184,211.57 15% $27,631.74 $114,870.26 15% $17,230.54
5335-Bad Debt Expense $20,635.01 15% $3,095.25 $0.00 15% $0.00
5340-Miscellaneous Customer Accounts Expenses $1,822.81 15% $273.42 $25.97 15% $3.90
Sub-Total $1,172,439.26 $175,865.89 $1,034,230.54 $155,134.58
Community Relations
5405-Supervision $38,165.93 15% $5,724.89 $2,097.05 15% $314.56
5410-Community Relations - Sundry $21,781.79 15% $3,267.27 $18,620.19 15% $2,793.03
5415-Energy Conservation $0.00 15% $0.00 $0.00 15% $0.00
5420-Community Safety Program $0.00 15% $0.00 $0.00 15% $0.00
5425-Miscellaneous Customer Service and Informational Expenses $112,725.50 15% $16,908.83 $116,532.91 15% $17,479.94
5505-Supervision $0.00 15% $0.00 $0.00 15% $0.00
5510-Demonstrating and Selling Expense $0.00 15% $0.00 $0.00 15% $0.00
5515-Advertising Expense $11,183.16 15% $1,677.47 $7,199.12 15% $1,079.87
5520-Miscellaneous Sales Expense $0.00 15% $0.00 $0.00 15% $0.00
Sub-Total $183,856.38 $27,578.46 $144,449.27 $21,667.39
Administrative and General Expenses
5605-Executive Salaries and Expenses $804,878.29 15% $120,731.74 $212,029.45 15% $31,804.42
5610-Management Salaries and Expenses $698,031.80 15% $104,704.77 $1,316,529.96 15% $197,479.49
5615-General Administrative Salaries and Expenses $249,762.37 15% $37,464.36 $351,093.45 15% $52,664.02
5620-Office Supplies and Expenses $207,523.99 15% $31,128.60 $139,536.22 15% $20,930.43
5625-Administrative Expense Transferred Credit $0.00 15% $0.00 $0.00 15% $0.00
5630-Outside Services Employed $423,980.44 15% $63,597.07 $353,514.27 15% $53,027.14
5635-Property Insurance $51,089.18 15% $7,663.38 $0.00 15% $0.00
5640-Injuries and Damages $0.00 15% $0.00 $13,046.68 15% $1,957.00
5645-Employee Pensions and Benefits $271,144.62 15% $40,671.69 $463,625.12  15% $69,543.77
5650-Franchise Requirements $0.00 15% $0.00 $0.00 15% $0.00
5655-Regulatory Expenses $157,539.54  15% $23,630.93 $104,232.30 15% $15,634.85
5660-General Advertising Expenses $2,167.21 15% $325.08 $0.00 15% $0.00
5665-Miscellaneous General Expenses $290,173.66 15% $43,526.05 $325,378.10 15% $48,806.72
5670-Rent $282,922.71 15% $42,438.41 $322,400.90 15% $48,360.14
5675-Maintenance of General Plant $15,759.34 15% $2,363.90 $77,868.44 15% $11,680.27
5680-Hectrical Safety Authority Fees $317.24 15% $47.59 $7,635.98 15% $1,145.40
5685-Independent Market Operator Fees and Penalties $0.00 15% $0.00 $0.00 15% $0.00
Sub-Total $3,455,290.39 $518,293.56 $3,686,890.87 $553,033.63
Amortization Expenses
5705-Amortization Expense - Property, Plant, and Equipment $1,177,337.74 0% $0.00 $1,810,506.30 0% $0.00
5710-Amortization of Limited Term Electric Plant $0.00 0% $0.00 $0.00 0% $0.00
5715-Amortization of Intangibles and Other Electric Plant $0.00 0% $0.00 $0.00 0% $0.00
5720-Amortization of Electric Plant Acquisition Adjustments $0.00 0% $0.00 $0.00 0% $0.00
5725-Miscellaneous Amortization $0.00 0% $0.00 $0.00 0% $0.00
5730-Amortization of Unrecovered Plant and Regulatory Study Costs $0.00 0% $0.00 $0.00 0% $0.00
5735-Amortization of Deferred Development Costs $0.00 0% $0.00 $0.00 0% $0.00
5740-Amortization of Deferred Charges $0.00 0% $0.00 $0.00 0% $0.00
Sub-Total $1,177,337.74 $0.00 $1,810,506.30 $0.00
Cost of Power
4705 $31,981,792.21 15% $4,797,268.83 $32,504,777.54 15% $4,875,716.63
4708 $2,904,538.93 15% $435,680.84 $2,581,914.24 15% $387,287.14
4710 $0.00 15% $0.00 $0.00 15% $0.00
4712 $22,327.63  15% $3,349.14 $24,207.33  15% $3,631.10
4714 $2,485,444.81 15% $372,816.72 $2,264,938.50 15% $339,740.78
4715 $0.00 15% $0.00 $0.00 15% $0.00
4716 $2,295,401.30 15% $344,310.19 $2,091,755.47 15% $313,763.32
4720 $0.00 15% $0.00 $0.00 15% $0.00
4725 $0.00 15% $0.00 $0.00 15% $0.00
4730 $0.00 15% $0.00 $0.00 15% $0.00
4750 $393,155.31 15% $58,973.30 $495,683.09 15% $74,352.46
5205 $0.00 15% $0.00 $0.00 15% $0.00
5210 $0.00 15% $0.00 $0.00 15% $0.00
5215 $0.00 15% $0.00 $0.00 15% $0.00
5685 $0.00 15% $0.00 $0.00 15% $0.00
Sub-Total  $40,082,660.19 $6,012,399.03 $39,963,276.17 $5,994,491.42

WORKING CAPITAL ALLOWANCE TOTAL

$6,892,144.80

$6,869,459.11
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Allowance for

WORKING CAPITAL ALLOWANCE CALCULATION BY ACCOUNT 2012 Test 15% Working Capital

Operation (Working Capital)
5005-Operation Supervision and Engineering $193,035.69 15% $28,955.35
5010-Load Dispatching $0.00 15% $0.00
5012-Station Buildings and Fixtures Expense $0.00 15% $0.00
5014-Transformer Station Equipment - Operation Labour $0.00 15% $0.00
5015-Transformer Station Equipment - Operation Supplies and Expenses $0.00 15% $0.00
5016-Distribution Station Equipment - Operation Labour $0.00 15% $0.00
5017-Distribution Station Equipment - Operation Supplies and Expenses $3,518.76  15% $527.81
5020-Overhead Distribution Lines and Feeders - Operation Labour $3,683.39 15% $552.51
5025-Overhead Distribution Lines & Feeders - Operation Supplies and Expenses $1,440.80 15% $216.12
5030-Overhead Sub transmission Feeders - Operation $0.00 15% $0.00
5035-Overhead Distribution Transformers- Operation $0.00 15% $0.00
5040-Underground Distribution Lines and Feeders - Operation Labour $383.81 15% $57.57
5045-Underground Distribution Lines & Feeders - Operation Supplies & Expenses $27.88 15% $4.18
5050-Underground Sub transmission Feeders - Operation $0.00 15% $0.00
5055-Underground Distribution Transformers - Operation $0.00 15% $0.00
5060-Street Lighting and Signal System Expense $0.00 15% $0.00
5065-Meter Expense $6,149.65 15% $922.45
5070-Customer Premises - Operation Labour $195.83 15% $29.37
5075-Customer Premises - Materials and Expenses $8.86 15% $1.33
5085-Miscellaneous Distribution Expense $73,769.84 15% $11,065.48
5090-Underground Distribution Lines and Feeders - Rental Paid $0.00 15% $0.00
5095-Overhead Distribution Lines and Feeders - Rental Paid $0.00 15% $0.00
5096-Other Rent $0.00 15% $0.00

Sub-Total $282,214.51 $42,332.18

Maintenance (Working Capital)
5105-Maintenance Supervision and Engineering $0.00 15% $0.00
5110-Maintenance of Buildings and Fixtures - Distribution Stations $95,940.72 15% $14,391.11
5112-Maintenance of Transformer Station Equipment $0.00 15% $0.00
5114-Maintenance of Distribution Station Equipment $3,385.53 15% $507.83
5120-Maintenance of Poles, Tow ers and Fixtures $39,790.48 15% $5,968.57
5125-Maintenance of Overhead Conductors and Devices $5,845.91 15% $876.89
5130-Maintenance of Overhead Services $76,063.90 15% $11,409.59
5135-Overhead Distribution Lines and Feeders - Right of Way $114,915.18 15% $17,237.28
5145-Maintenance of Underground Conduit $145,052.90 15% $21,757.94
5150-Maintenance of Underground Conductors and Devices $54,472.09 15% $8,170.81
5155-Maintenance of Underground Services $55,162.07 15% $8,274.31
5160-Maintenance of Line Transformers $103,104.70 15% $15,465.71
5165-Maintenance of Street Lighting and Signal Systems $0.00 15% $0.00
5170-Sentinel Lights - Labour $0.00 15% $0.00
5172-Sentinel Lights - Materials and Expenses $0.00 15% $0.00
5175-Maintenance of Meters $30,615.66 15% $4,592.35
5178-Customer Installations Expenses- Leased Property $0.00 15% $0.00
5185-Water Heater Rentals - Labour $0.00 15% $0.00
5186-Water Heater Rentals - Materials and Expenses $0.00 15% $0.00
5190-Water Heater Controls - Labour $0.00 15% $0.00
5192-Water Heater Controls - Materials and Expenses $0.00 15% $0.00
5195-Maintenance of Other Installations on Customer Premises $0.00 15% $0.00

Sub-Total $724,349.14 $108,652.37
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$18,630.88 15% $2,794.63
$34,209.32 15% $5,131.40
$906,125.39 15% $135,918.81
$21,822.59 15% $3,273.39
$0.00 15% $0.00
$118,316.37 15% $17,747.46
$0.00 15% $0.00
$26.75 15% $4.01
Sub-Total $1,099,131.30 $164,869.70
$2,159.96 15% $323.99
$19,178.79 15% $2,876.82
$0.00 15% $0.00

$0.00 15% $0.00
$120,028.90 15% $18,004.34
$0.00 15% $0.00

$0.00 15% $0.00
$7,415.09 15% $1,112.26
$0.00 15% $0.00
Sub-Total $148,782.74 $22,317.41
$218,390.34 15% $32,758.55
$1,194,775.86 15% $179,216.38
$361,626.25 15% $54,243.94
$143,722.31 15% $21,558.35
$0.00 15% $0.00
$180,378.46 15% $27,056.77
$0.00 15% $0.00
$13,438.08 15% $2,015.71
$413,501.80 15% $62,025.27
$0.00 15% $0.00
$115,000.00 15% $17,250.00
$0.00 15% $0.00
$295,455.82 15% $44,318.37
$322,400.90 15% $48,360.14
$80,204.49 15% $12,030.67
$7,865.06 15% $1,179.76
$0.00 15% $0.00

Sub-Total $3,346,759.37 $502,013.90



Amortization Expenses
5705-Amortization Expense - Property, Plant, and Equipment
5710-Amortization of Limited Term Hectric Plant
5715-Amortization of Intangibles and Other Electric Plant
5720-Amortization of Hectric Plant Acquisition Adjustments
5725-Miscellaneous Amortization
5730-Amortization of Unrecovered Plant and Regulatory Study Costs
5735-Amortization of Deferred Development Costs
5740-Amortization of Deferred Charges

Cost of Power
4705
4708
4710
4712
4714
4715
4716
4720
4725
4730
4750
5205
5210
5215
5685
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$1,930,321.46 0% $0.00
$0.00 0% $0.00

$0.00 0% $0.00

$0.00 0% $0.00

$0.00 0% $0.00

$0.00 0% $0.00

$0.00 0% $0.00

$0.00 0% $0.00
Sub-Total $1,930,321.46 $0.00
$28,937,364.51 15% $4,340,604.68
$2,326,408.06 15% $348,961.21
$0.00 15% $0.00

$0.00 15% $0.00
$2,705,002.92 15% $405,750.44
$0.00 15% $0.00
$2,401,439.16 15% $360,215.87
$0.00 15% $0.00

$0.00 15% $0.00
$581,602.02 15% $87,240.30
$0.00 15% $0.00

$0.00 15% $0.00

$0.00 15% $0.00

$0.00 15% $0.00

$0.00 15% $0.00
Sub-Total  $36,951,816.67 $5,542,772.50

WORKING CAPITAL ALLOWANCE TOTAL

$6,382,958.06
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Executive Summary

This report summarizes (a) the results of an asset condition assessment study carried out with the
objective of establishing the health and condition of fixed assets employed on Erie Thames Power Lines’
(ETPL)’s distribution system and (b) provides an asset management plan, covering capital and
preventative maintenance investments in distribution system fixed assets for the next 10 years.

The recommendations in the report are based on a risk based asset management strategy, described in
the Asset Management Standard PAS-55, a specification developed by British Standards Institute (BSI)
and commonly employed by progressive electric utilities. A risk based asset management strategy
determines the timing and scope of investments into asset renewal, based on the risk of an asset’s
failure determined by the condition of the asset.

A comprehensive methodology has been developed and documented in Section 3 of the report, to
conduct condition assessment of all fixed assets employed on ETPL’s distribution network, including the
assets employed in substations, overhead lines and underground distribution system. By applying this
methodology, condition assessment of the assets has been completed and is documented in Section 4.
Estimates of capital investment required for asset sustainment have been developed by evaluating the
risk of in-service asset failures, based on assets’ age profiles and anticipated life expectancy of assets.
Estimates of capital expenditure required for new services and road widening programs have been
prepared by taking into account typical historic costs. Similarly estimates of capital expenditure for
revenue metering equipment, motor vehicles, IT equipment, building upgrades and office furniture have
been prepared through consultations with the ETPL’s staff, based on the identified needs.

Overall capital investments required during the next 10 years for asset sustainment in optimal condition
are summarized below:
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Annual

CAPEX
Annual capital expenditure for sustainment of fixed distribution assets 2723581
Annual capital expenditure to permit new connections and service upgrades 285 000
Annual capital expenditure to permit municipal road upgrades 50 000
Annual capital expenditure in revenue metering and equipment 45 000
Annual capital expenditure tools equipment 35000
Annual capital expenditure IT equipment 25000
Annual capital expenditure on building improvements, office equip & furniture 40 000
Annual capital expenditure on motor vehicle fleet 340 000
Total annual capital expenditure requirement 3543581
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1 INTRODUCTION

This report summarizes the results of an asset condition assessment study carried out by METSCO Inc.
on behalf of ETPL’s, with the objective of establishing the health and condition of fixed assets employed
on ETPL’ distribution system. The report also provides an asset management plan, covering capital and
preventative maintenance investments in fixed assets for the 10 years.

The fixed assets covered by the report include:

a) Wood, steel and concrete poles;

b)  3-ph and 1-ph overhead distribution lines, including medium voltage and low voltage circuits;

c¢) 3-phand 1-ph underground cables, including medium voltage and low voltage circuits;

d) Distribution transformers, typically installed in pole-mounted and pad-mounted
configurations;

e) Distribution substations and related substation equipment, including power transformers,
27.6 kV switchgear and fused disconnects, 4 kV switchgear, protection and controls, and
substation buildings.

The report is organized into five sections including this introductory section. Section 2 describes the
principles of a risk based asset management strategy to achieve optimal operation of the distribution
grid. Section 3 provides the methodology for implementation of the recommended asset management
strategy. Section 4 summarizes the results of asset condition assessment exercise and Section 5
summarizes the asset management plan and provides the scope of capital and maintenance investments
required for asset sustainment.
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2 STRATEGIC MANAGEMENT OF DISTRIBUTION FIXED ASSETS

Decisions involving investment into fixed assets play a major role in determining the optimal
performance of distribution system fixed assets. A majority of the investments in fixed assets are
triggered by either declining performance in the areas of supply system reliability, power quality or
safety; or increasing operating and maintenance costs associated with aging assets; or anticipated
growth in demand requiring capacity upgrades. In either case, investments that are either oversized or
made too far in advance of the actual system need may result in non-optimal operation. On the other
hand, investment not made on time when warranted by the system needs raise the risk of performance
targets not being achieved and would also result in non-optimal operation. Optimal operation of
distribution system is achieved when “right sized” investments into renewal and replacement (capital
investments) and into asset repair, rehabilitation and preventative maintenance are planned and
implemented based on a “just-in-time” approach. In summary, the overarching objective of the asset
management strategy is to find the right balance between capital investments in new infrastructure and
operating and maintenance costs so that the combined total cost over the life of the asset is minimized.

A risk based asset management strategy, therefore, determines the risk of asset failure based on the
condition of the asset, which is commonly measured with the help of a yard stick of “Asset health
indices”, and computes the valuation of the risk based on consequences of asset failure and identifies
the optimal risk mitigation alternative through an evaluation of all available options. Asset management
covers the full life cycle of a fixed asset, from preparation of the asset specification and installation
standards - to the scope and frequency of preventative maintenance during the assets service life —and
finally to the determination of the assets end-of- life and retirement from service. At each stage of an
asset’s life cycle, decisions are made to achieve the right balance between achieving maximum life
expectancy, highest operating performance, lowest initial investment (capital costs) and lowest
operating costs. The best-in-class asset management strategies employ integrated processes that allow
optimal levels of financial and operating performance to be achieved, using transparent and objective
criteria that can easily be audited and inspected by regulators.

PAS-55, a specification for asset management, was developed by British Standards Institute (BSI) and
offers one of the best in class strategies for risk management associated with fixed assets of electricity
distribution systems. To be compliant with PAS-55 asset management standard, the asset management
approach must contain the essential elements documented in Exhibit 2.1.
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Exhibit 2-1: Essentials of PAS-55 Compliant Asset Management Strategy

The overarching objective is to develop capital and preventative maintenance investment plans, which

could be implemented over a period of five to ten years to achieve optimal system performance by

placing appropriate weights on corporate objectives and performance criteria, as shown in Exhibit 2.2.
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CAPEX and O&M
Investment Plan

Maintenance Regulatory

Requirements Compliance
Performance

Requirements

Exhibit 2-2: Multi-Prong Decision Framework

For regulated transmission and distribution businesses, the key considerations in development of a

strategic asset management plan include:

Regulatory Compliance

Public and Employee Safety
Protecting Brand Name and Image
Operating Efficiency

Reliability and Supply System Security
Customer Service Quality
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g) Getting Full Life out of Assets

h) Return on investment

i) Risk Based Maintenance Strategy

j)  Minimizing Asset Life Cycle Costs

k) Minimizing Risk of Premature Failures
I)  Minimizing Environmental Risks

Exhibit 2.3 shows the basic decision support model employed under a risk based strategy. The timing
and size of investments is selected to minimize the “Total Cost” of risk and risk mitigation initiatives.

Total Cost

Risk Cost

Life Cycle Cost

Capital Cost

Year of Intervention

Exhibit 2-3: Risk Based Decision Support System

Exhibit 2.4 summarizes a practical matrix to sift through a large number of assets, typically employed on
T&D systems to objectively identify assets that present the highest risk of in-service failures so that the
investments could be targeted into assets that present the highest risk. Numeric health indices, typically
normalized to a scale of 100, are commonly used to express the health and condition of assets, as shown
in Exhibit 2.5 and this allows separation of the assets in good condition that require minimal risk
mitigation from those in poor condition, requiring a higher level of investments. This exercise allows
development of an investment plan as shown in Exhibit 2.6 that could be implemented over a 5-10 year
period.
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3 Asset Condition Assessment Methodology

This section describes in detail an asset condition assessment methodology for different categories of
fixed assets employed on ETPL’s distribution system. Adoption of this methodology would require
periodic asset inspections and recording of their condition to identify the assets most at risk, requiring
focussed investments into risk mitigation.

Asset condition assessment methodologies are described below for the following distribution system
asset categories:

a) Overhead Lines

b) Underground Lines

c) Substations

d) Distribution Transformers (Pole mounted, pad mounted and vault mounted)

e) Distribution Switches and Fused Cut-outs (Pole mounted, pad mounted and vault mounted)

3.1 Overhead Lines

Condition assessment methodologies for the following components employed on overhead lines are
discussed below:

Poles

Insulators

Hardware

Conductors and splices

AN

3.1.1 Condition Assessment Criteria for Poles:

Because wood is a natural material, its degradation processes are different from other assets on
distribution systems. The most critical degradation process for wood poles involves biological and
environmental mechanisms such as fungal decay, wildlife damage and effects of weather. Fungi attack
both external surfaces and the internal heartwood of wood poles. The process of fungal decay requires
the presence of fungus spores in the presence of water and oxygen. For this reason, the area of the pole
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most susceptible to fungal decay is at and around the ground line, although pole rot is also known to
begin at the top of the pole. To prevent the decay of wood poles, utilities treat them with preservatives
before installation. Wood preservatives have two basic functions:

> keep out moisture that supports fungi by sealing the surfaces, and
> kill off the fungal spores.

Most power companies install only fully treated wood poles these days, however this was not always
the case and the lines constructed 40 years ago or earlier may not have been constructed with fully
treated poles but only butt treated poles may have been used. Typically, fully treated poles are
expected to provide a longer service life in relation to butt treated poles.

The following factors represent some of the more critical factors affecting wood pole strength as poles
age:

Original type and class of wood pole;

Original defects in wood (e.g. knots, cracks or rot);

Rate of decay in service life which depends on type of treatment and environmental conditions;
Pole damage by woodpeckers, insects, and other wildlife; and

Wood burns.

YV VVYVYVY

Several types of damage can also deform bolt holes in poles. Generally, such deformities do not present
immediate problems. However, in some cases deformed holes can result in both failure of the structure
and failure of other components attached to the pole. Bolts also can become loose, elongated, bent,
cracked, sheared/broken and lost.

Visual inspection can detect the following types of wood pole damage readily:

> Fiber damage that may occur when wind hits a wood pole with force beyond the pole’s bearing
capacity;
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» Partial damage that may result when objects hit wood poles and reduce effective pole
circumference. If the damage affects only part of a pole’s cross-section the utility may keep the pole
in service with a reduced factor of safety.

> Wood splits from various causes that may accelerate the end of a pole’s life, depending upon the
extent of the split damage;

> Mis-orientation from excessive transverse forces that may result in pole tilting as well as
“stretching” (i.e., loosening) and breaking of guys and guying systems;

» Burning from conductor faults and insulator flashovers that may damage wood poles, wooden
support cross-braces and timber, reducing the ability of these structures to withstand mechanical
stress changes or causing their complete loss through fire; and

» Wood cracks or checks that may hold moisture and cause decay or weaken the structures through
freeze/thaw forces during winter.

Utilities have sought objective and accurate means to assess pole condition and remaining life, as a
result of which, a wide range of wood pole assessment and diagnostic tools and techniques has
developed. These include techniques designed to apply traditional probing and hammer tests in more
controlled, repeatable and objective ways. Indirect and non-destructive techniques such as ultrasonics,
X-rays, and electrical resistance have received widespread testing.

Concrete poles also undergo whether related degradation which may manifest itself in form of concrete
spalling, exposure of steel rebar and rusting of steel rebar, which reduces the pole strength with age.

3.1.2 Condition Assessment Criteria for Insulators:

The types of insulators and configurations typically used in Distribution systems include dead-end,
suspension, post and pin types. The insulating portion may consist of porcelain or polymer. The metallic
parts usually are made from zinc coated ductile or malleable iron. Both electrical and mechanical
stresses may affect insulators. Degradation and eventual failure generally result from the loss of either
dielectric or mechanical strength. Mechanical loading on suspension and line post insulators consists of
a combination of tensile, torsional, cantilever, vibration and compression forces resulting from factors
such as conductor vibration and galloping, accumulation of high density snow or ice, and sudden ice
shedding. Line post, strut and pin type insulators are unique since they may experience a combination
of cantilever, transverse and tensile forces simultaneously. Impact or contact induced damage also may
occur.
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Contamination of insulator surface with road salt, freezing rain, and snow accumulation may induce
flashovers resulting in dielectric failure of insulators. Electrical flashovers can cause both external and
internal damage to porcelain and composite insulators. Visual inspection can detect the following
external insulator damage readily:

> Broken porcelain from the shell caused by a flashover (lightning) or impact damage (vandalism);
> Flashover burn markings on the porcelain shell resulting from burns/arching damage/galvanizing;

Latent damages, typically internal to the porcelain shell, metal fitting and hardware include:

> Internal cracks under the metal cap or inside the porcelain head from lightning flashovers or line
galloping, which in essence cause electrical shorts in the insulator that can distort the insulator
string’s voltage profile;

> Radial cracks (come from cement growth) through the porcelain shell;

Composite insulators consist of a glass fibre reinforced rod covered in either EPDM or silicone rubber
weather sheds with appropriate end fittings. While the composite insulators offer a great range of
mechanical strengths and much lower weight than other types of insulators, the EPDM silicone rubber
material also is soft and easily cut, ripped or punctured by sharp objects. The integrity of the sheath and
weather sheds is critical. Failure commonly occurs when moisture enters into the glass fibre rod area.

Noticeable damage to insulator includes cuts, splits, holes, erosion, tracking, or burning of the rubber
shed and sheath material, plus separation or degradation of the rubber sheath material where it meets
the metal end fittings. Any signs of power arc, lightning damage, or corrosion on the metal end fittings
also indicate deterioration of the component.

3.1.3 Condition Assessment Criteria for Metal Cross arms or Hardware

Degradation or reduction in strength of insulator hardware may occur due to the following:
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Close-up visual inspections generally can determine the extent of degradation. Laboratory testing can

further corroborate results of visual investigations.

3.1.4 Ranking Condition of Poles and Accessories through Multiple Criteria

The condition assessment process includes scoring based on multiple parameter criteria as described

below:

(a) Age Related Score:

Since the service age provides a reasonably good measure of the remaining strength of wood poles,

cross arms, hardware and insulators, it is employed as an assessment parameter, with the following

scores:

Line Age Assigned Score
O to 10 years 5
10 to 20 years 4
20 to 30 years 3
30 to 40 years 2
40 to 50 years or older 1

Exhibit 3-1: Overhead Lines — Age Related Health Score

(b) Preservative Treatment Based Scoring for Wood Poles
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1  Since the rate of pole degradation is affected by the effectiveness of the preservative treatment, wood
pole treatment is employed in health index formation of line sections, as indicated in the table below:

3
Type of Pole Treatment Assigned Score
Fully Treated 5
Butt Treated 3
No Treatment 1
Exhibit 3-2: Overhead Lines — Pole Treatment Based Health Score
5
6 (c) Condition Rating Based on Visual Examinations of Pole Line Components:
7 Different components of the pole line, including wood poles, cross-arms, hardware, insulators and pole
8  grounding are visually inspected by qualified staff during line patrols. By taking into account the results
9 of these inspections, the health and condition of each component is scored in accordance with the

10  following table:

11
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Component Condition Assigned Score
Component is in “as new” condition 5
Component has normal wear expected with age 4
Component has many minor problems or a major problem that requires 3

close attention and monitoring;

Component has many problems and the potential for its failure would 2
rapidly escalate unless preventative maintenance is performed

Component has damaged/degraded beyond repair and will require 1
replacement

Exhibit 3-3: Overhead Lines - Visual Inspections Based Health Score

3.1.5 Condition Assessment Criteria for Conductors

Conductors allow flow of current through them facilitating the movement of power from substations to
customers’ premises. Overhead line conductors are typically supported on wood pole structures to
which they are attached by insulators suitable for the voltage at which the lines operate. The conductors
on a line are sized by taking into account the amount of current to be carried. The maximum current
carrying capacity of conductors is determined by their thermal rating. However distribution line
conductors are commonly sized to provide the right balance between energy loss in conductors (copper
loss) and the capital cost of conductors. As a result the distribution lines often operate under loads
significantly below the thermal rating of the conductors.

Overhead line conductors must have adequate tensile strength, enabling them to be stretched between
poles. Distribution lines typically have span length of 40 m to 60 m. Three different types of conductors
are commonly used on distribution lines:

» Aluminum Conductors Steel Reinforced (ACSR),
» Aluminum Stranded Conductors (ASC),
> Aluminum Alloy Conductors (AAC).
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Steel reinforced aluminum conductors have galvanized steel core strands that supply most of their
tensile strength. The steel core has both tensile and ductile properties, allowing the core to withstand
both longitudinal forces and bending movements without failure. AAC conductors cost less in relation to
ACSR conductors, but their tensile strength is significantly lower than those of the ACSR conductors.
Both the price and tensile strength of AAC conductors lie in between those of ASC and ACSR conductors.

Because of the relatively short span lengths employed on distribution lines in relation to transmission
lines, the tensile strength of conductors on distribution lines is not as critical as it is on transmission
lines. Most distribution utilities these days, therefore, employ all aluminum conductors on distribution
lines. Aluminium alloy conductors are sometimes used on distribution lines with longer span lengths.

As current passes through the conductors, the resistance causes its temperature to rise, the
temperature change is proportional to the square of the load current passing through the conductor.
The rise in temperature causes the conductor to lengthen and sag between points of support, reducing
the height of the conductor above ground. Although it seldom happens on distribution lines, line
operation at loads beyond conductors’ thermal rating of approximately 90° C may lead to annealing of
conductors, resulting in permanent loss of its tensile strength.

Distribution systems of older vintage employ copper conductors of #4 or #6 AWG. The small conductor
sizes often break in service making the live line to come down and pose a serious safety risk to public.

To provide their intended functions on distribution lines, conductors must retain both their conductive
properties and mechanical (i.e., tensile) strength. Aluminium conductors have three primary modes of
degradation, corrosion, fatigue and creep. The rate of each degradation mode depends on several
factors, including the size and construction of the conductor as well as environmental and operating
conditions.

Generally, corrosion represents the most critical life-limiting factor for ACSR conductors. Environmental
conditions affect degradation rates from corrosion. Both aluminium and zinc-coated steel core
conductors are susceptible to corrosion from chlorine-based pollutants, even in low concentrations, but
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the rate of corrosion of steel core is significantly greater than that of aluminum. While fatigue
degradation is a serious concern for transmission lines that are strung with significantly higher tension, it
is commonly not a serious issue for distribution lines.

Overloading lines operating beyond their thermal capacity can suffer from a loss of tensile strength due
to annealing at elevated operating temperatures. Each elevated temperature event adds cumulative
damage to the conductors. After loss of 10% of a conductor’s rated tensile strength, significant sag
occurs, requiring either resagging or replacement of the conductor. ACSR conductors can withstand
greater annealing degradation compared to ASC.

Phase to phase power arcs can result from conductor galloping during severe storm events. This can
cause localized burning and melting of a conductor’s aluminium strands, reducing strength at those sites
and potentially leading to conductor failures.

Other forms of conductor damage include:

Broken strands (i.e., outer and inners)
Strand abrasion

Elongation (i.e., change in sags and tensions)
Burn damage (i.e., power arc/clashing)
Birdcaging.

YV VVYVVYVY

Although laboratory tests are available to determine the degree of corrosion and assess the tensile
strength and remaining useful life of conductors, distribution line conductors rarely require testing.
Conductors on distribution lines often outlive the poles and are not usually on the critical path to
determine end of life for a line section.

The only exception to the above rule might be where small copper conductors susceptible to frequent
breakdowns are in use or where line conductors are too small for line loads resulting in sub optimal
system operation due to high line loss.
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3.1.6 Condition Assessment Criteria for Splices

Conductor splices generally have a larger cross-sectional area than the conductor itself. When properly
installed, splices should outlast the conductor. However, when improperly installed, splices can reduce
a conductor’s life. Improperly crimped splices represent the weakest link in conductors under tension.

In extreme cases, splice failures lead to excessive conductor annealing that may cause the conductor’s
strands to be pulled from the compression splice. Any strand damage that occurs during splice
installation may lead to localized weakening of the conductor and premature splice failure. Failure to
use non-oxidizing grease in splices also may lead to the development of hot spots and splice failure.

3.1.7 Ranking Condition of Conductors and Splices through Multiple Criteria

Computing the Health Index for overhead line conductors and splices requires developing end-of-life
criteria for conductors. The condition assessment process includes scoring based on the following
parameters:

(a) Age Related Scoring
Since the service age provides a reasonably good measure of the remaining strength of conductors and

all the defects are not easily detected through visual inspections, an age based criteria is proposed as
indicted below:

Line Age Assigned Score
0to 10 years 5
10 to 20 years 4
20 to 30 years (or 3
30to 40 years 2
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40 to 50 years or older 1

Exhibit 3-4: Conductors and Splices — Age Related Health Score

(b) Small Conductor Risk

Since small sized conductors pose a serious safety risk, the value of this risk is scored separately with

help of the table below:

Type of Pole Treatment Assigned Score
Presence of small sized conductors (#4 to #6 copper) 1
Absence of small sized conductors 5

Exhibit 3-5: Overhead Lines - Small Conductor Related Health Score

(c) Valuation of System losses

In addition to the above criteria, % losses on the feeder will be calculated and when significantly greater

than the average distribution system losses on ETPL’ system, will be included in valuation as indicated

below:
Line Loss Assigned Score
Less than or Equal to Average system loss 5
5% higher from the average system loss 4
10% higher from the average system loss 3
20% higher from the average system loss 2
30% higher from the average system loss 1

Exhibit 3-6: Overhead Lines — System Losses Related Score

3.1.8 Health Index Formulation for Overhead Lines
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Health indexing quantifies equipment conditions relative to long-term degradation factors that
cumulatively lead to an asset’s end-of-life. Health indexing differs from maintenance testing, which
emphasizes finding defects and deficiencies that need correction or remediation to keep the asset
operating during some time period.

For purposes of formulating the Health Index for overhead line sections, it is proposed to assign the
following weights to various health index criteria described in Section 3.1.1 and 3.1.7.

Criteria Rankings Highest Weight Maximum
Score Assigned weighted
Score
1 | Age of pole line 1-5 5 3 15
2 | Pole treatment 1-5 5 1 5
3 | Visual inspection of poles 1-5 5 1 5
4 | Pole testing 1-5 5 4 20
5 | Visual inspection of insulators 1-5 5 1 5
6 | Visual inspection of hardware 1-5 5 1 5
7 | Age of conductors 1-5 5 1 5
8 | Small conductor risk 1-5 5 5 25
9 Energy loss in conductors 1-5 5 3 15
Total 100

Exhibit 3-7: Overhead Lines — Health Index Calculation
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3.2 Underground Distribution System

The major assets employed on underground distribution systems can be grouped into the following
categories:

> Cables, splices and terminations
» Manholes and vaults

3.2.1 Condition Assessment Criteria for Cables, Splices and Terminations

Safety, reliability, aesthetics and operating costs govern the design and construction standards for
underground distribution lines. Underground cables can be constructed in a number of configurations,
including direct buried cables, cables installed in direct buried conduits and cables installed in a concrete
encased duct manhole system. Medium voltage underground cables have the following key
components:

> Cables
» Cable Splices
> Cable Terminations

Medium voltage cables may employ either copper or aluminium conductors. They may be constructed in
either single phase or three phase configurations. Two major types of cables are in common use in
Ontario: paper insulated lead covered (PILC) and cross linked polyethylene (XLPE). The Distribution
Standards Manual used by ETPL’s contains information on design and construction standards employed.

The original designs of medium voltage cables were constructed out of oil impregnated layers of paper
covered with a lead jacket and these cables are commonly referred to as paper insulated lead covered
(PILC) cables. For these cables, the two significant long-term degradation processes are corrosion of the
lead sheath and dielectric degradation of the oil impregnated paper insulation. Isolated sites of
corrosion resulting in moisture penetration or isolated sites of dielectric deterioration resulting in
insulation breakdown can result in localized failures. However, if either of these conditions becomes
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widespread there will be frequent cable failures and the cable can be deemed to be at effective end-of-
life.

Polymer insulations for cables were introduced as an economic alternative to PILC cables in 1970’s. The
insulation system in these cables consists of a semi-conducting sheath over the conductor, the
insulation, another semi-conducting layer over the insulation, a metallic shield tape or concentric
neutral and a jacket. For the early generation of these cables, manufactured in the 1970’s, two
unexpected factors entered into the failure mechanism: presence of impurities in the insulation system
and ingress of moisture that made these cables susceptible to premature failures due to water treeing.
Water treeing in XLPE cables of 1970’s vintage are the major cause of excessive cable failures on EPC’s
distribution system. Corrosion of concentric neutral conductors is another potential mode of failure.

Water treeing is the most significant degradation process for polymeric cables. The original design of
cables with polymeric sheaths allowed water to penetrate and come into contact with the insulation. In
the presence of electric fields water migration can result in treeing and ultimately breakdown. The rate
of growth of water trees is dependent on the quality of the polymeric insulation and the manufacturing
process. Any contamination voids or discontinuities will accelerate degradation. This has been the
reason for poor reliability and relatively short lifetimes of early polymeric cables. As manufacturing
processes have improved the performance and ultimate life of this type of cable has also improved. In
addition to manufacturing improvements, development of tree retardant XLPE cables and designs to
incorporate metal foil barriers and water migration control have further reduced the rate of
deterioration due to treeing.

Distribution underground cables are one of the more challenging assets on electricity systems from a
condition assessment and asset management viewpoint. Underground cables are relatively expensive
and have long effective lifetimes. However, it is very difficult and therefore very expensive to obtain
meaningful condition information for buried cables. Furthermore, cable systems have a good reliability
record and when failures do occur they can be repaired at much lower cost than replacement. For all
these reasons, the standard approach to managing cable systems has been monitoring of cable failure
rates and the impacts of in service failures on reliability and operating costs.

3.2.2 Condition Assessment Criteria for Cable Splices and Terminations
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Cable splices and terminations are subject to the same type of insulation degradation and aging as the
cables themselves. But improperly made splices may be susceptible to moisture ingress and as a result
may experience higher failure rates compared to cables. Compound filled cable pot terminations
employed on PILC cable laterals are particularly vulnerable to failure from moisture ingress.

3.2.3 Ranking Condition of Cables and Splices through Multiple Criteria

Computing the Health Index for an underground cable section requires developing end-of-life criteria for
its various components. The condition assessment process includes scoring based on multiple parameter
criteria as described below:

(a) Age Related Scoring
Since the service age provides a reasonably good measure of the remaining useful life of cables, splices

and terminations, it can be employed as an assessment parameter, with the following scores:

Line Age Assigned Score
O to 10 years 5
10 to 20 years 4
20 to 30 years 3
30 to 40 years 2
40 to 50 years or older 1

Exhibit 3-8: Underground Cables: Age Related Score
(b) Cable Design and Construction
Since PILC cable designs are known to provide significantly longer service life compared to XLPE cables
and earlier vintages of XLPE cables that did not employ tree retardant designs are subject to premature
failures, design of cable is employed in health index formation, as indicated in the table below:
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Type of Pole Treatment

Assigned Score

PILC Cables 5
Tree Retardant XLPE 4
Earlier vintages of XLPE 1

Exhibit 3-9: Underground Cables Design Related Health Score

(c) Circuit Loading

The rate of insulation degradation is directly related to the operating temperature. Assuming similar

types of backfills result in uniform rates of heat dissipation for all circuits, current loading of circuits

measured as % of circuit’s rated current carrying capacity, can be employed as an indicator of cable

health as indicated below:

Component Condition Assigned Score
Circuit loaded less than 25% of its rating 5
Circuit loading of 25% to 50% of its rating 4
Circuit loading of 50% to 75% of its rating 3
Circuit loading of 75% to 100% of its rating 2
Circuit loading of greater than 100% of its rating 1

Exhibit 3-10: Underground Cables — Loading Related Score

(d) Historic Rates of Circuit Failures

Historic failure rates on a cable circuit are an excellent indicator of the cable health and condition and its

useful remaining life and therefore employed in cable health index formulation as indicated below:

Component Condition

Assigned Score
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No Failures in the last 10 years 5
1 Failure in the last 10 years 4
2 Failure in the last 10 years 2
3 or more Failures in the last 10 years 1

Exhibit 3-11: Underground Cables — Failure Related Score

(e) Condition of Cable Terminator
Physical condition of cable terminators can be employed in assessing overall condition of the cable

circuit:
Component Condition Assigned Score
Terminator appears in good condition, no indication of 5
moisture ingress
Normal wear, no apparent damage or compound leak, no 3

evidence of moisture ingress

Poor condition, leaking compound indicates potential moisture 1
ingress or IR indicates hot spot

Exhibit 3-12: Underground Cables: Terminator Related Health Score

3.2.4 Condition Assessment Criteria for Manholes and Vaults

Manholes provide the junction point on underground ducts to facilitate cable pulling and provide access
for inspection of cable splices. Vaults provide below grade space of installation of electrical equipment
such as submersible transformers or switches. In the case of both manholes and vaults, steel reinforced
concrete is used for walls, roofs and floors. In locations subject to flooding floor drains and sump pumps
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are provided. Vaults where heat generating equipment such as distribution transformers are installed
are also equipped with ventilation grates. Man access is provided through the top. When vaults and
manholes are located in road ways, parking lots or other areas open to vehicular traffic, the structures
must be designed by a structural engineer. Since manholes and vaults are confined spaces, they must be
adequately sized to rescue trapped workers during a fire or explosion inside the vault or manhole.

The common degradation mode for manholes and vaults is the deterioration of concrete structures due
to concrete spalling and corrosion of rebar, sinking of the roof top surfaces allowing rain water to collect
and flood the manhole and vaults. Functional obsolescence, where the size of the manhole or vault no
longer meets the space requirements can also lead to end of life of a structure.

3.2.5 Ranking Condition of Manholes and Vaults through Multiple Criteria
The health and condition of manhole and vaults can be measured through visual inspections, looking

for:

> Structural damage to concrete walls or roof

» Frequent flooding incidents of the vaults or manholes

» Non functioning drains or sump pumps

> Inadequate space

(a) Structural Condition:

Inspections Assigned Score

No deficiencies in the vault or manhole 5
Only minor deficiencies 3
Major deficiencies requiring immediate repairs/replacement 1

Exhibit 3-13: Manhole and Vaults Structural Health Score

(b) Flooding Incidents, Drains, Sump pumps

Inspections Assigned Score
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No incidents of Flooding at this location 5
Occasional Flooding, working sump pumps and drains 3
Frequent Flooding, No sump pumps or drains 1

Exhibit 3-14: Manhole and Vaults: Flooding Related Health Score

(c) Vault Size and Access

Inspections Assigned Score
Adequate ergonomic size and safe access to vault 5
Vault size slightly smaller than ideal, but adequate for safe working and 3
reasonable access to vault
Vault size or access inadequate for safe working or worker rescue 1
during an accident immediate repairs/replacement

Exhibit 3-15: Manholes and Vaults Size Related Health Score

3.2.6 Health Index Formulation for Underground Cables, manholes and vaults

Health indexing quantifies equipment conditions relative to long-term degradation factors that
cumulatively lead to an asset’s end-of-life. Health indexing differs from maintenance testing, which
emphasizes finding defects and deficiencies that need correction or remediation to keep the asset
operating during some time period.

For purposes of formulating the Health Index for underground cables and manholes/vaults, it is
proposed to assign the following weights to various health index criteria:
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Criteria Rankings Highest Weight Maximum
Score Assigned weighted
Score
Age of Cable Circuit 1-5 5 3 15
Type/Design of Cable 1-5 5 3 15
Loading of Cable Circuit 1-5 5 5 25
Historic Failure rates 1-5 5 8 40
Visual inspection of terminators 1-5 5 1 5
Total 100
Exhibit 3-16: Cables, Splices and Terminators Health Index
Criteria Rankings Highest Weight Maximum
Score Assigned weighted
Score
Structural Integrity 1-5 5 8 40
Flooding and Its mitigation 1-5 5 4 20
Size and Access 1-5 5 8 40
Total 100

Exhibit 3-17: Manholes and Vaults Health Index

3.3 Substations

The major assets employed in substations include:
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Power Transformers

Circuit Breakers or Reclosers
Controls and Protective Relays
Control Battery and Chargers
Condition of Ground Grid
Fences

Buildings

YVVVVYYVY

3.3.1 Condition Assessment of Power Transformers

The key role of the power transformers is to step down transmission or sub-transmission voltage to
distribution voltage. In case of ETPL, power transformers step down from 27.6 kV sub-transmission
voltages to 4.16kv. Power transformers are virtually always pad mounted. The key components of a
power transformer are:

primary and secondary coils, made of copper of aluminium conductors
magnetic core made of iron laminations

insulation system, commonly consisting of paper and mineral oil
transformer tank, either sealed or breather type, and

primary and secondary bushings.

Auxiliary devices

VVVYVVYYVY

The most critical component in transformer aging consideration is the insulation system, consisting of
mineral oil and paper. Transformer oil consists of hydrocarbon compounds that degrade with time due
to oxidation, resulting in formation of moisture, organic acids and sludge. The oil oxidation rate is a
function of operating temperature. Increased acidity and moisture content in insulating oil causes
accelerated degradation of insulation paper. Formation of sludge adversely impacts the cooling
efficiency of transformer, resulting in higher operating temperatures and further increasing the rate of
oxidation of both the oil and the paper. Condition assessment of transformer oil, therefore, provides
extremely useful information in assessing the health and condition of a transformer.

The paper insulation consists of long cellulose chains, that break as the paper ages (oxidizes). Tensile
strength and ductility of insulation paper are important properties that are determined by the average
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length of the cellulose chains. As the paper oxidizes, its mechanical strength is gradually reduced,
making it weak and brittle. This can lead to insulation failure if the transformer is subjected to
mechanical shocks that are common in normal operating conditions. Insulation degradation and failure
can also result from electrical activity inside insulation, such as partial discharge activity, which is
initiated if the level of moisture in oil builds up or if other minor defects develop within the insulation.
Partial discharge and other electrical and thermal faults in the transformer can be detected and
monitored by measurement of hydrocarbon gases in the oil through Dissolved Gas Analysis (DGA).

Oil analysis provides information on three critical factors:

» condition of the oil from moisture, acidity and breakdown strength measurements,

» condition of the paper insulation from Furan, carbon dioxide, carbon monoxide and moisture
measurements, and,

> presence of any incipient electrical or thermal faults within the transformer from the DGA
results.

Some other tests that can be applied to oil samples such as interfacial tension, power factor etc.

3.3.2 Ranking Condition of Power Transformers through Multiple Criteria
Computing the Health Index for a transformer requires developing end-of-life criteria for its various

components. Each criterion represents a factor critical in determining the component’s condition
relative to potential failure. The condition assessment process includes scoring based on multiple
parameter criteria as described below:

(a) Age Related Scoring
Since the service age provides a reasonably good measure of the remaining life of transformers, it is

employed as an assessment parameter, with the following scores:

Power Transformer Age Assigned Score

0to 10 years 5
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10 to 20 years 4
20to 30 years 3
30to 50 years 2
50 years or older 1

Exhibit 3-18: Power Transformers Age Related Health Score

(b) Condition Assessment Based on Loading Level

The rate of insulation degradation is directly related to the operating temperature and operating

temperature is directly related to loading levels. Peak loading level of the transformers expressed in % of

nameplate rating can therefore be employed as an indicator of transformer health:

Component Condition Assigned Score
Peak load less than 50% of its rating 5
Peak load of 50% to 75% of its rating 4
Peak load of 75% to 100% of its rating 3
Circuit loading of 100% to 125% of its rating 2
Circuit loading of greater than 125% of its rating 1

Exhibit 3-19: Power Transformers — Load Related Health Score

(c) Visual Inspections

Visual inspections can provide a good indication of the physical condition of transformers, which can be

ranked as indicated below:

Visual Inspections

Assigned Score
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No rust on tank/radiator, no damage to bushings, no sign 5
of oil leaks, forced air cooling fully functional

Only one of the following defects: Minor rust, or minor 4
cracks in bushings or minor oil leak

Two or more of the above indicated defects present but do 3
not impact safe operation

Tank/radiator badly rusted or major damage to bushing or 2
major oil leak

Two or more of the above indicated defects or the cooling 1
fans do not work

Exhibit 3-20: Power Transformers Health Score Based On Visual Inspections

(d) Condition Rating Based on Evaluation of the oil tests
Various insulation tests can be interpreted by an expert to rank the overall condition of transformer

insulation system:

Test Results Assigned Score
Test results indicate excellent insulation condition, no 5
indication of moisture, arcing, overheating or degradation
of paper
Tests indicate normal aging, no concerns about insulation 4
health
Tests indicate slightly above average but stable moisture 3

content or presence of arcing overheating related gases

Some of the tests indicates significant concerns about 2
insulation condition

Two or more of the tests indicate rapidly deteriorating 1
insulation condition

Exhibit 3-21: Power Transformers — Health Score Based on Qil Tests
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3.3.3 Condition Assessment Criteria for Circuit Breakers and Reclosets

Medium voltage circuit breakers provide local or remote control for closing and opening of power
supply circuits and in conjunction with protective relays provide an important safety function to
automatically detect and isolate faulty circuits in order to provide safe, stable and reliable operation
with desired selectivity. A pole mounted recloser virtually provides the same functions as a circuit
breaker. While its design is significantly different, the recloser employs the same operating principle as a
circuit breaker.

When a circuit breaker interrupts current, an electrical arc is produced in the ionized insulation medium.
In order for the circuit breaker action to succeed, the large amount of energy contained in the arc must
be successfully extinguished by the breaker’s interrupting medium. Depending on the type of arc
interrupting medium employed, circuit breakers (or reclosers) are classified as oil circuit breakers,
magnetic air circuit breakers, SF-6 circuit breakers or Vacuum circuit breakers. In order to deliver the
desired functions, circuit breakers and reclosers are required to possess the following properties and
characteristics:

highly conductive contact material, capable of withstanding repeated arcs;

High quality of contact make with extremely low resistance;

High quality contact mating, capable of retaining high conductivity over time

Adequate contacts parting distance in open position for the rated voltage;

Adequate line to ground insulation for the rated voltage;

Stable insulating medium, capable of withstanding repeated arcs;

Fast speed during opening and closing of contacts;

Appropriate arc blowing techniques to extinguish arcs;

Adequate energy imparting mechanisms for making or breaking of short circuit currents.

VVVVVVYVYVVYYVY

Different types of circuit breakers employed on ETPL’ distribution system are described below:

(a) Oil Circuit Breakers (OCB)

In minimum oil circuit breakers, insulating oil provides the role of arc quenching only, but in bulk oil
circuit breakers, the insulating oil provides both the arc quenching and the insulation functions. OCBs
generally perform well at low ambient temperatures. They also provide long and reliable service life
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when the number of loading switching or fault interruption operations is infrequent. However, frequent
switching fault interruption applications must be accompanied by frequent preventative maintenance.
OCBs do not perform well in switching capacitive loads, during switching operations of which high peak
recovery voltages are produced. Generally, after 4 to 8 fully rated interruptions, OCB’s require
preventative maintenance, during which excessive contact erosion, carbonisation of oil, and
maintenance of operating mechanism may need to be attended to. The manufacture of new OCBs has
been discontinued for at least 25 years now. The original equipment manufacturers (OEMs) provided
service support and spares for these OCBs until the late 1990s. Many utilities in North America continue
to successfully employ older vintages of OCBs on their systems.

(b) Air Magnetic Circuit Breakers (Air Magnetic Breakers)

Air magnetic breakers employ the magnetic effect of the current in their design, by forcing the electric
arc produced during opening on the contacts into an arc chute. The arc chute causes elongation of the
arc path and allows cooling, splitting and eventual extinction of the arc. In some designs, an auxiliary
puffer is employed to blast air into the arc, which allows successful interruption of low-level currents
with weaker magnetic fields. Air magnetic breakers represent the second oldest technology in circuit
breaker design, next to OCBs. They are also no longer in manufacture and have been superseded by SF6
and vacuum technologies since the late 1970s.

(c) Vacuum Circuit Breakers

In a Vacuum circuit breaker, vacuum interrupters are employed to make or break load or fault current.
Upon separation of the contacts, the current initiates a metal vapour arc discharge and flows through
the plasma until the next current zero. The arc is extinguished at current zero and the conductive metal
vapour condenses on the metal surfaces during a very short time internal measured in micro seconds.
Therefore, the dielectric strength in the breaker builds up very rapidly. The effectiveness of vacuum
interrupter depends largely on the material and form of the contacts. In modern designs, oxygen free
copper chromium alloy is commonly employed as it is believed to be the best material for the
application. This material combines good arc extinguishing characteristic with a reduced tendency to
contact welding.

The operating mechanism of circuit breakers and reclosers consists of numerous moving parts that are
subject to wear and tear during breaker operation. Because circuit breakers are required to frequently
“make” and “break” heavy currents, the contacts are subjected to arcing that accompanies such
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operations. Each time a circuit breaker opens or closes, the contact surfaces undergo some degradation
and degraded contacts produced higher degree of arcing in subsequent operations. Heat produced
during contact arcing also decomposes metal surface from the contacts as well as the insulation medium
and the by-products so decomposed are deposited in surrounding insulation materials. The mechanical
energy required to generate high contact velocities also results in wear and tear of the mechanical parts
in operating mechanism.

A number of factors influence the overall rate of wear and severity of degradation of circuit breakers,
including type of the insulating medium, design of the contacts, operating environment, and the duty
cycle of the circuit breaker. Load current switching or fault current interruption seldom lead to sudden
failure of circuit breakers, but repeated operations result in overall wear and tear which lead to eventual
end of life.

Circuit breakers mounted outdoors may experience adverse environmental conditions that may further
contribute to the rate and severity of degradation. The following factors represent environmental
degradation of outdoor mounted circuit breakers:

Corrosion of enclosures and metal parts;

Potential ingress of moisture into operating parts and insulating system;
Bushing/insulator deterioration under the influence of moisture, fog, ice; and
Deterioration of mechanical parts;

YV VVYVY

OCBs typically have longer current interruption duration compared with other types of designs.
Contacts and the insulation medium are therefore subjected to severe arcing, resulting in deterioration
of the contact surface as well as insulation. Thus, both contacts and oil degrade more rapidly in case of
OCBs than they do in either SF6 or vacuum designs, especially when the OCB undergoes frequent
switching operations. Generally, 4 to 8 interruptions under fault or heavy load will cause contact erosion
and oil carbonisation, requiring contact maintenance and possibly oil filtration. OCBs have therefore
higher operating costs compared to other designs.

3.3.4 Ranking Condition of Circuit Breakers and Reclosers through Multiple Criteria
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Computing the Health Index for circuit breakers requires collection of data on a number of condition
indicators:

(a) Age Related Scoring
Service age provides a reasonably good measure of the remaining life of circuit breakers and reclosers.

Since the outdoor mounted reclosers, exposed to the weather elements experience a faster rate of
aging, two separate sets of criteria are provided for outdoor and indoor mounted circuit breakers /

reclosers:
Age Assigned Score
Oto 7 years 5
8to 15 years 4
16 to 24 years (or 3
25 to 32 years 2
33 years or older 1
Exhibit 3-22: Outdoor Circuit Breakers — Age Related Health Score
Age Assigned Score
0 to 10 years 5
11 to 20 years 4
21 to 30 years (or 3
31 to 40 years 2
41 years or older 1

Exhibit 3-23: Indoor Circuit Breakers — Age Related health Score
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Visual inspections can provide a good indication of the physical condition of circuit breakers, which can

be ranked as indicated below:

Visual Inspection Indicators

Assigned Score

cooling fans do not work

No rust on tank/enclosure, no damage to bushings, no 5
leaks, controls and wiring in excellent condition

Only one of the following defects: Minor rust, or minor 4
cracks in bushings or minor oil leak

Two or more of the above indicated defects present but 3
do not impact safe operation

Tank/enclosure badly rusted or major damage to bushing 2
or major oil leak

Two or more of the above indicated defects or the 1

Exhibit 3-24: Circuit Breakers — Visual Inspections Based Health Score

(c) Condition Rating Based on Evaluation of the test tests

Various interruption chamber tests can be interpreted by an expert to rank the overall condition of

transformer insulation system:

Test Results

Assigned Score

limits

Test results indicate excellent condition of contacts, 5
operating mechanism, insulation condition and protection

relays

Normal aging, each of the four indicators within specified 4
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One of the above four indicators is slightly beyond the 3
specified limits

Two or more of the above four indicators beyond the 2
specified limits

Two or more of the indicators beyond specifications and 1
cannot be brought to comply with the specifications

Exhibit 3-25: Circuit Breakers — Testing Based Health Score

3.3.5 Condition Assessment Criteria for Protection Relays and Remote Terminal Units

The function of protection relays on distribution systems is to detect and annunciate abnormal
operating conditions and initiate circuit breaker or recloser trip to isolate faulty circuits from healthy.
Protection relays obtain their input from instrument transformers, process the information and
automatically take corrective action with adequate speed and selectivity. There is currently no SCADA
link to substations and no remote terminal units (RTUs) are employed at ETPL substations.

Electro-mechanical designs of protection relays have been in use in the industry for several decades, but
the industry best practice has been to replace these relays with solid state and microprocessor relays.
Electro-mechanical relays have many moving parts and require calibration at regularly scheduled
intervals to assure accurate operation. Modern micro-processor relays have no moving parts and can
provide much more accurate operation without requiring frequent calibration.

The electro-mechanical relays with many moving parts lose their operating accuracy due to the moving
parts developing friction or the springs becoming weak with passage of time and need to be readjusted
from time to time. Voltage and current surges can also harm electrical components of relays. The micro-
processor and the solid state relays do not require frequent calibrations, but they are vulnerable to
voltage and current surges.

3.3.6 Ranking of Protection Relays Condition through Multiple Criteria

(a) Age Related Scoring
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Service age provides a reasonably good measure of the remaining life of protection relays. Since the
relays are either installed indoors or in weatherproof cabinets, they are protected from the weather

elements.
Age Assigned Score
Oto 10 years 5
11to 20 years 4
21 to 30 years (or 3
31 to 40 years 2
41 years or older 1

Exhibit 3-26: Protection Relays Age Based Health Score

(b) Condition Rating Based on Evaluation of the test tests:
Calibration tests can be interpreted by an expert to rank the overall condition of protection relays:

Test Results Assigned Score
Excellent operating condition, calibration well within specified 5
limits
Normal aging, calibration within the specified limits 4
Frequent calibration required, but it is possible to meet specified 3
limits
Not possible to calibrate the relays to bring settings to specified 1
limits

Exhibit 3-27: Protection Relays Testing Based Health Score
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3.3.7 Control Battery and Chargers

The purpose of substation control batteries is to provide power for critical control functions such as trip
coils of circuit breakers. Two types of batteries are commonly used: lead acid batteries and nickel
cadmium batteries. Batteries are carefully sized to store adequate energy for system operation during
an AC power failure.

The key parts of a control battery include two electrodes immersed in an electrolyte inside a jar. The
battery terminals are brought out for cable connections. While the earlier vintages of control batteries
required frequent maintenance and monitoring of electrolyte, modern batteries employ sealed design
and are virtually maintenance free for the service life.

Battery chargers employ solid state rectifiers and are equipped with normal slow charge or fast charge
functions.

Both the electrodes and electrolyte in control batteries undergo aging with repeated charge and
discharge cycles, which result in gradual reduction of battery storage capacity. The end of life is reached
when the battery is no longer able to retain adequate charge for required functions.

Battery chargers can experience component failures, but these can be easily replaced and as a result the
charger often outlasts the battery.

3.3.8 Ranking Condition Control Batteries through Multiple Criteria

(a) Age Related Scoring
Since different types of batteries can have significantly different life expectancy, age related scoring

needs to be measured in terms of manufacturer recommended life expectancy:
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Actual Battery Age Assigned Score

Less than 25% of manufacturer recommended age 5
Less than 50% of manufacturer recommended age 4
Less than 75% of manufacturer recommended age 3
Less than manufacturer recommended age 2
More than manufacturer recommended age 1

Exhibit 3-28: Control Batteries and Chargers Age Related Health Score

(b) Condition Rating Based on Evaluation of the test tests:

Test Results Assigned Score
Battery capable of storing full rated energy 5
Battery stores marginally less than full rated energy, but still 3

adequate for required functions

Battery stores significantly less than the full rated energy, 1
inadequate for required functions

Exhibit 3-29: Control Batteries and Chargers Test Based Health Score

3.3.9 Substation Ground Grids

The purpose of substation ground grid is to provide a low resistance ground electrode for system
neutral, for equipment case grounding and to maintain safe potential gradients within the station yards
during abnormal operating conditions, i.e. line-to-ground faults.

The station ground electrode consist of multiple ground rods driven into the ground and located
strategically and connected with underground copper conductors to make a mesh of sufficiently low
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resistance. All feeder neutrals are connected to the electrode. Cases of each piece of power equipment
are also bonded to the ground electrode. All fences and gates are bonded to the perimeter ground grid.

Where the ground potential rise (GPR) exceeds safe limits, surface stone of high resistivity is used in the
substation yard to maintain step potential within safe limits.

Buried ground rods, conductors and connectors are subject to corrosion, which reduces the
effectiveness of the ground electrode with passage of time. Above ground components of the electrode
and copper conductors are subject to vandalism and damage. The surface stone can degrade in quality
due to growth of weeds.

3.3.10 Ranking Condition of Ground Grids through Multiple Criteria

The health and condition of ground grid can be verified though ground grid resistance measurements
and integrity tests.

(a) Age Related Scoring

Actual Battery Age Assigned Score
Ground Electrode less than 10 years old 5
Ground Electrode Between 10 and 20 years Old 4
Ground Electrode Between 20 and 30 years Old 3
Ground Electrode Between 30 and 40 years Old 2
Ground Electrode More than 40 years Old 1

Exhibit 3-30: Ground Grid Age Related Score
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Test Results

Assigned Score

Ground electrode resistance and GPR within safe limits, all electrode 5
components pass integrity test

Ground electrode resistance and GPR within safe limits but a few 3
electrode components do not pass integrity test

Ground electrode resistance or GPR not within safe limits or many 1

electrode components pass integrity test

Exhibit 3-31: Ground Grid Testing Related Health Score

(c) Rating Based on Condition of Surface Stone

Test/Inspection Results

Assigned Score

Resistivity of Surface Stone >3000 Ohm-m, no sign of vegetation growth 5
Resistivity of Surface Stone marginally less than <3000 Ohm-m, but no 3
sign of vegetation growth

Resistivity of Surface Stone significantly less than <3000 Ohm-m, and 1

signs of vegetation growth
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Exhibit 3-32: Ground Grid Testing Related Health Score

3.3.11 Substation Fences

The purpose of substation fences is to provide security for substation assets by not allowing entry into
the yard to unauthorized people or wild life.

To achieve this objective the fence has to be of a minimum height of 6’ to comply with the electrical
safety act and topped three rungs of barbed wire covering a height of 12”. The fence must be secured
with posts of adequate strength and should limit the crawl space between the fence and ground to 4” or
less. Where a fence connects into another steel fence, an insulated section should be added to prevent
transfer of harmful potential to remote locations.

The fence should be grounded and bonded throughout. The gates should be lockable and locked and
warning signs should be provided.

The common degradation mode for station fences are rusting and corrosion, damage to fence posts and
gates, soil erosion increasing the crawl space under the fence and vandalism to damage and deface
warning signs.

3.3.12 Ranking Condition of Fences through Multiple Criteria

(a) Condition Rating Based on Evaluation of the test tests:

Inspections Assigned Score

No deficiencies in the fence 5
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Only minor deficiencies 3
Major deficiencies requiring immediate 1
attention

Exhibit 3-33: Fences Health Score based on Visual Inspections

3.3.13 Substation Buildings

Substation buildings provide protection to critical substation assets, i.e. circuit breakers and protection
relays against weather elements. While the switchgear is commonly located on the main floor, the
basements serve as an oversized manhole to provide exit for feeder cables.

The common degradation mode for substation buildings is deterioration of roofs, sidings, doors and
windows. A small leak in the roof can cause a lot of harm to electrical equipment and defeat the very
purpose of the substation building.

3.3.14 Ranking Condition of Substation Buildings through Multiple Criteria:

The health and condition of substation building can be measured through visual inspections:

Inspections Assigned Score
No deficiencies in the building 5
Only minor deficiencies 3
Major deficiencies requiring immediate 1
attention

Exhibit 3-34: Substation Buildings Health Score
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3.3.15 Health Index Formulation for Substation Equipment

Since each piece of substation equipment can be independently replaced or rehabilitated, rather than
developing an overall health index for substations, methodology for developing health indices for key
substation assets is provided below:

For purposes of formulating the Health Index for major substation assets, it is proposed to assign the
following weights to various health index criteria described in the previous sections:

Criteria Rankings Highest Weight Maximum
Score Assigned weighted
Score
Age of transformer 1-5 5 6 30
Peak loading 1-5 5 4 20
Visual inspection 1-5 5 2 10
Testing 1-5 5 8 40
Total 100
Exhibit 3-35: Power Transformers — Health Index
Criteria Rankings Highest Weight Maximum
Score Assigned weighted
Score
Age 1-5 5 8 40
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Visual inspection 1-5 5 4 20

Testing 1-5 5 8 40

Total 100

Exhibit 3-36: Circuit Breakers — Health Index

Criteria Rankings Highest Weight Maximum

Score Assigned weighted
Score

Age 1-5 5 10 50

Testing 1-5 5 10 50

Total 100

Exhibit 3-37: Protection Relays and RTUs — Health Index

Criteria Rankings Highest Weight Maximum

Score Assigned weighted
Score

Age 1-5 5 10 50

Testing 1-5 5 10 50

Total 100

Exhibit 3-38: Substation Control Batteries and Chargers Health Index

Criteria Rankings Highest Weight Maximum

Score Assigned weighted

Score
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1 | Age 1-5 5 8 35
2 Testing 1-5 5 8 35
3 Condition of Surface Stone 1-5 5 4 30
Total 100
Exhibit 3-39: Substation Ground Grid Health Index
Criteria Rankings Highest Weight Maximum
Score Assigned weighted
Score
1 | Visual Inspection 1-5 5 20 100
Total 100
Exhibit 3-40: Substation Fences Health Index
Criteria Rankings Highest Weight Maximum
Score Assigned weighted
Score
1 | Visual Inspection 1-5 5 20 100
Total 100

Exhibit 3-41: Substation Buildings Health Index

3.4 Distribution Transformers

Four main types of distribution transformers are employed on ETPL]’s distribution system:
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Pole mounted transformer
Pad mounted transformer
Poles Trans

Submersibles

YV VVYVY

Aside from the different design and construction standards employed in their manufacture and
installation, each type of transformers serve the same functions and the same asset management
strategy can be employed for both of these assets as described below:

Distribution transformers step down to the medium voltage distribution power to final utilization
voltage of either 120/240V, or 120/208V or 347/600 V. Both single phase and three phase transformers
are in use. In pole top applications, three single phase transformers are commonly employed to create a
three phase bank, however for pad mounted applications, three phase transformers are used for three
phase applications.

The key components of a distribution transformer are

primary and secondary coils, made of copper of aluminium conductors
magnetic core made of iron laminations

insulation system, commonly consisting of paper and mineral oil

sealed transformer tank,

primary and secondary bushings or bushing wells to accommodate elbows.
Auxiliary devices

VVVYVYVYYVY

The most critical component in transformer aging consideration is the insulation system, consisting of
mineral oil and paper. Transformer oil consists of hydrocarbon compounds that degrade with time due
to oxidation, resulting in formation of moisture, organic acids and sludge. The oil oxidation rate is a
function of operating temperature. Increased acidity and moisture content in insulating oil causes
accelerated degradation of insulation paper. Formation of sludge adversely impacts the cooling
efficiency of transformer, resulting in higher operating temperatures and further increasing the rate of
oxidation of both the oil and the paper. Distribution transformers commonly fail when the age
weakened insulation system is subjected to a voltage surge during lightening.
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Most utilities run the distribution transformers to failure, i.e. replace them only after they fail. With the
exception of rust proofing and painting of the tanks, replacing a damaged bushing or repairing a leaky
gasket, very little invasive preventative maintenance or testing is carried out on distribution
transformers.

3.4.1 Ranking the Condition of Distribution Transformers through Multiple Criteria

Computing the Health Index for a distribution transformer requires developing end-of-life criteria for its
various components. Each criterion represents a factor critical in determining the component’s
condition relative to potential failure. The condition assessment process includes scoring based on
multiple parameter criteria as described below:

(a) Age Related Scoring
Since the service age provides a reasonably good measure of the remaining life of transformers, it is

employed as an assessment parameter, with the following scores:

Distribution Transformer Age Assigned Score
0to 10 years 5
10 to 20 years 4
20 to 30 years 3
30 to 40 years 2
40 years or older 1

Exhibit 3-42: Distribution Transformers Age Based Health Scoring

(b) Condition Assessment Based on Loading Level
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The rate of insulation degradation is directly related to the operating temperature and operating
temperature is directly related to loading levels. Peak loading level of the transformers expressed in % of
nameplate rating can therefore be employed as an indicator of transformer health:

Component Condition Assigned Score
Peak load less than 50% of its rating 5
Peak load of 50% to 75% of its rating 4
Peak load of 75% to 100% of its rating 3
Circuit loading of 100% to 125% of its rating 2
Circuit loading of greater than 125% of its rating 1

Exhibit 3-43: Distribution Transformers — Load Based Health Scoring

(c) Visual Inspections
Visual inspections can provide a good indication of the physical condition of transformers, which can be

ranked as indicated below:

Visual Inspections Assigned Score

No rust on tank/enclosure, no damage to bushings, no 5
sign of oil leaks, padlocks in good condition on pad
mounted transformers

Only one of the following defects: Minor rust, or minor 4
cracks in bushings or minor oil leak

Two or more of the above indicated defects present but 3
do not impact safe operation

Tank/radiator badly rusted or major damage to bushing 2
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or major oil leak

Two or more of the above indicated defects

Exhibit 3-44: Distribution Transformers — Inspections Based Health Scoring

3.4.2 Health Index Formulation for Distribution Transformers

Criteria Rankings Highest Weight Maximum
Score Assigned weighted
Score
1 | Age of transformer 1-5 5 6 30
2 Peak loading 1-5 5 6 30
3 | Visual inspection 1-5 5 8 10
Total 100

Exhibit 3-45: Distribution Transformers Health Index

3.5 Disconnect Switches and Cut-outs

This asset class include pad and vault mounted medium voltage switchgear as well as pole mounted

ganged disconnect switches and single phase solid blade or cutouts. Disconnect switches provide means

of load disconnect and isolation for equipment, such as underground laterals or distribution

transformers.

The key components of a distribution switch are

YV VYV

Switch blades

Operating handle and mechanism

Insulator bushings

Grounding and bonding conductors
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In case of pad mounted disconnects, it has following additional components:

» Pad or Vault mounted metal enclosure

> Inter-phase glass polyester barriers

> Padlocks

The most critical components in the disconnect switch are the switch blades and operating mechanism.

Misaligned or poorly surfaced contacts can result in excessive arcing during switch opening or closing,

resulting in further deterioration of the blades. Corrosion may cause rusting of the links and pins in

operating mechanism reducing the blade movement speed. Broken grounds or damaged insulators are

some other defects that may appear with age.

Pad or vault mounted disconnect switch enclosures are vulnerable to corrosion due to road salt spray.

Non functioning padlocks or broken inter phase barriers are other serious defects that may develop with

aging.

3.5.1 Ranking Condition of Disconnect Switches through Multiple Criteria

(a) Age Related Scoring
Since the service age provides a reasonably good measure of the remaining life of disconnect switches, it

is employed as an assessment parameter, with the following scores:

Disconnect Switch Age Assigned Score
0 to 10 years 5
10 to 20 years 4
20 to 30 years 3
30 to 40 years 2
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40 years or older

Exhibit 3-46: Disconnect Switches and Cutouts Age Based Health Scoring

(b) Visual Inspections

Visual inspections can provide a good indication of the physical condition disconnect switches. IR scan

can provide indication of hot spots resulting from misaligned blades.

Visual Inspections Assigned Score

No rust on tank/enclosure, no damage to bushings, padlocks in 5
good condition on pad mounted switchgear, operating
mechanism and blades in excellent condition.
Only minor wear, no defects. 4
No more than one of the above indicated defects present but 3
does not impact safe operation

Two or more of above indicated defects, but they can be 2
repaired
Two or more of the above indicated defects, but they cannot be 1
repaired

Exhibit 3-47: Disconnect Switches and Cutouts Inspections Based Scoring

3.5.2 Health Index Formulation for Disconnect Switches

Criteria Rankings Highest
Score

Weight Maximum
Assigned weighted
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Score
Age of disconnect 1-5 10 50
Visual inspections and IR Scan 1-5 10 50
Total 100

Exhibit 3-48: Distribution Switches and Cutouts — Health Index
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4  Asset Demographics and Condition Assessment

The methodology described in detail in section 3 provides means of accurate and comprehensive
condition assessment of all major assets employed on ETPL’s distribution network. However, complete
data required for condition assessment thorough this methodology is not presently available and would
require some time for collection from the field.

In this section we have completed the condition assessment of the assets by taking into account all of
the available information and asset condition specific data. We have developed estimates of the overall
investment requirement by evaluating the risk of in-service asset failures, based on assets’ age profiles
and mean life expectancy of assets. It is recommended that data required for condition assessment of
the assets, described in Section 3 be collected and analyzed for targeting investments into those assets
that are at the highest risk of in-service failures.

This section of the report, essentially, provides a snap shot into the general condition of the assets
employed on ETPL’ distribution network, based on the demographic information retrieved from the GIS
system and physical inspections of a representative sample of assets.

4.1 Overhead Line Support Poles:

There are approximately 8,617 poles employed on ETPL’ distribution network. Approximately 1890 of
these poles (22% of the total) are employed in the newly acquired region of Mitchell, Dublin and Clinton
(North Region) and the remaining78% are employed in the southern service territory (South Region).
Demographic information on distribution poles is presented in Exhibits 4.1 and 4.2, respectively for
South Region and North Region. As indicated a vast majority of the poles employed on ETPL distribution
system are wood poles and more than 20% of these poles have been in service for over 40 years and are
approaching the end of the their useful service life.
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Exhibit 4-2: Pole Demographics (North Region)
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Poles are employed in different configurations on overhead lines, some support only low voltage
circuits, while others may support multiple circuits of different voltage lines, requiring taller poles.
Exhibit 4-3 shows the number of poles of different heights employed on ETPL distribution system.
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Exhibit 4-3: Pole Heights

A sample of approximately 1000 wood poles in Embro, Thamesford and Tavistock districts (all in South
Region) have been tested recently and we have reviewed the test report. Approximately 3% of the
poles were found to be in poor condition and in need of immediate replacement. It is noteworthy that
the pole conditions deviate significantly from one district to another. For example, approximately 7% of
the poles tested in Tavistock were found to be in poor condition, but only 1% of the poles tested in
Embro district were determined to be in poor condition.
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Exhibit 4-4: Pole Conditions (Based on Test Results
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4.2 Medium Voltage Overhead Line Circuits

The overhead distribution network at ETPL employs 27 kV, 8 kV and 4 kV medium voltage lines. Total
circuit lengths employed on 3-phase and 1-phase lines at different voltages are indicated in Exhibit 4.5.

Since no records are available to indicate the original installation dates for various lines, we have
estimated ages for various overhead lines using the pole age as a proxy for the lines and the age profile
for distribution lines presented in Exhibit 4-5 has been developed in this manner. Exhibit 4-6 displays
the overhead line age profile in form of a pie chart. The overhead distribution lines in North Region are
generally older in age, in relation to the overhead lines in South Region.

Installed
Quantity 0-10yrs 11-20yrs | 21-30yrs | 31-40yrs | 41-50yrs >50yrs
km
" Overhead lines 3 ph 27.6 kV 78.8 16.5 26.8 23.6 11.8 - -
£ |Overhead lines 3 ph 8.32 kV 8.4 - - 1.7 3.8 2.9 -
S Overhead lines 3 ph 4.16 kV 41.8 - - 4.2 8.4 9.6 19.6
3 [Overhead lines 1 ph 16 kV 14.8 3.4 4.9 4.4 2.1 - -
§ Overhead lines 1 ph 4.8 kV 23 - - 4.1 10.7 8.1 -
© Overhead lines 1 ph 2.4 kV 31.8 - - 3.2 6.4 7.3 14.9
Total of overhead Lines 198.6 20.0 31.7 41.3 43.1 28.0 34.6
(a) Overhead Lines (South Region)
Installed
Quantity 0-10yrs 11-20yrs | 21-30yrs | 31-40yrs | 41-50yrs >50yrs
km
" Overhead lines 3 ph 27.6 kV 42.3 9.7 18.2 8.5 5.9 - -
£ |Overhead lines 3 ph 8.32 kV 3.9 - - 0.6 1.8 14 -
S Overhead lines 3 ph 4.16 kV 39.3 - - 2.0 7.9 9.0 18.5
E Overhead lines 1 ph 16 kV 6 13 2.8 1.2 0.8 - -
§ Overhead lines 1 ph 4.8 kV 1.4 - - 0.1 0.7 0.5 -
© Overhead lines 1 ph 2.4 kV 9.8 - - 0.5 2.0 2.3 4.6
Total of overhead Lines 102.7 11.0 20.9 12.8 18.9 13.2 23.1

(b) Overhead Lines (North Region)



Erie Thames
EB-2012-0121
Filed: April 13, 2012

Exhibit 2
Tab 5
Schedule 1
Page 118 of 159
Installed
Quantity 0-10yrs 11-20yrs | 21-30yrs | 31-40yrs | 41-50yrs | >50yrs
km km km km km km km
" Overhead lines 3 ph 27.6 kV 121.1 26.3 45.0 32.1 17.7 0.0 0.0
& |Overhead lines 3 ph 8.32 kV 12.3 0.0 0.0 2.3 5.5 4.3 0.0
]'_i;‘ Overhead lines 3 ph 4.16 kV 81.1 0.0 0.0 6.1 16.2 18.7 38.1
2 Overhead lines 1 ph 16 kV 20.8 4.7 7.6 5.6 2.9 0.0 0.0
§ Overhead lines 1 ph 4.8 kV 24.4 0.0 0.0 4.2 11.4 8.6 0.0
© Overhead lines 1 ph 2.4 kV 41.6 0.0 0.0 3.7 8.3 9.6 19.6
Total of overhead Lines 301.3 30.9 52.6 54.0 62.0 412 57.7

(c) Overhead Lines (Total)

Exhibit 4-5: Overhead Line Demographic Information
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Exhibit 4-6: Overhead Line Age Profiles

Under normal service conditions, overhead lines are expected to provide a mean service life of
approximately 50 years. Exhibit 4.7 indicates the extent of lines that are currently of 40 years or older
vintage and will therefore reach the end of their useful service life during the next 10 years.

41-50yrs >50 yrs

" Overhead lines 3 ph 27.6 kV - -

£ |Overhead lines 3 ph 8.32 kV 2.9 -
-é Overhead lines 3 ph 4.16 kV 9.6 19.6

2 Overhead lines 1 ph 16 kV - -

E Overhead lines 1 ph 4.8 kV 8.1 -
© Overhead lines 1 ph 2.4 kV 7.3 14.9
Total of overhead Lines 28.0 34.6

South Region
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41-50yrs >50yrs

Overhead lines 3 ph 27.6 kV - -

é Overhead lines 3 ph 8.32 kV 1.4 -
-:.é Overhead lines 3 ph 4.16 kV 9.0 18.5
9 Overhead lines 1 ph 16 kV - -
E Overhead lines 1 ph 4.8 kV 0.5 -
© Overhead lines 1 ph 2.4 kV 2.3 4.6
Total of overhead Lines 13.2 23.1
North Region
41-50yrs | >50vyrs
km km
" Overhead lines 3 ph 27.6 kV 0.0 0.0
£ |Overhead lines 3 ph 8.32 kV 4.3 0.0
= Overhead lines 3 ph 4.16 kV 18.7 38.1
E Overhead lines 1 ph 16 kV 0.0 0.0
§ Overhead lines 1 ph 4.8 kV 8.6 0.0
© Overhead lines 1 ph 2.4 kv 9.6 19.6
Total of overhead Lines 41.2 57.7

Total

Exhibit 4-7: Overhead Lines Requiring Replacement during Next 10 years

4.3 Medium Voltage Underground Circuits

Exhibit 4-8 indicates the circuit lengths of underground medium voltage cables employed on ETPL
distribution system. There are no records of cable age or cable type available. In consultation with Erie
Thames Power Line’s operating staff, we have assigned the age profile indicated in Exhibit 4-8 to
underground circuits. Exhibit 4-9 displays the underground cable circuit age profile in form of a pie
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chart. As indicated, the underground distribution cables in North Region are generally older in age, in

relation to the cables in South Region.
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Installed
Quantity 0-10yrs 11-20yrs | 21-30yrs | 31-40yrs | 41-50yrs >50yrs
km
Underground 3 ph cables 27.6 kV 6.8 2.0 2.0 2.0 0.7 - -
sg Underground 3 ph cables 8.32 kV 0.2 - - 0.1 0.1 - -
S Underground 3 ph cables 4.16 kv 2.6 - - 0.7 0.7 0.7 0.7
e Underground 1 ph cables 16 kV 35.6 10.7 10.7 10.7 3.6 - -
§ Underground 1 ph cables 4.8 kV 3.4 - - 1.7 1.7 - -
%” Underground 1 ph cables 2.4 kV 15.2 - - 3.8 3.8 3.8 3.8
5 Total of UG Cables 63.8 12.7 12.7 19.0 10.5 4.5 4.5
(a) Underground Lines (South Region)
Installed
Quantity 0-10yrs 11-20yrs | 21-30yrs | 31-40yrs | 41-50yrs >50 yrs
" Underground 3 ph cables 27.6 kV 0 - - - - - -
=  |Underground 3 ph cables 8.32 kv 0 - - - - - -
g Underground 3 ph cables 4.16 kV 4.5 - - 1.1 1.1 1.1 1.1
5 Underground 1 ph cables 16 kV 0 - - - - - -
S |Underground 1 ph cables 4.8 kV 0.1 - - 0.1 0.1 - -
g Underground 1 ph cables 2.4 kv 3.2 - - 0.8 0.8 0.8 0.8
5 Total of UG Cables 7.8 - - 2.0 2.0 1.9 1.9
(b) Underground Lines (North Region)
km
Underground 3 ph cables 27.6 kV 6.8 2.0 2.0 2.0 0.7 0.0 0.0
% Underground 3 ph cables 8.32 kV 0.2 0.0 0.0 0.1 0.1 0.0 0.0
S Underground 3 ph cables 4.16 kV 7.1 0.0 0.0 1.8 1.8 1.8 1.8
T Underground 1 ph cables 16 kV 35.6 10.7 10.7 10.7 3.6 0.0 0.0
3 |underground 1 ph cables 4.8 kV 3.5 0.0 0.0 18 18 0.0 0.0
%” Underground 1 ph cables 2.4 kV 18.4 0.0 0.0 4.6 4.6 4.6 4.6
S |otal of UG Cables 71.6 12.7 12.7 20.9 12.5 6.4 6.4

(c) Underground Lines (Total)

Exhibit 4-8: Underground Line Demographic Information
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Exhibit 4-9: Underground Cables
Age Profiles

Under normal service conditions, underground cables, particularly the TR XLPE insulated cables
employed on 27.6 kV system and the older vintage XLPE cables employed on 4 kV system are expected
to provide a mean service life of approximately 40 years. Exhibit 4.10 indicates the extent of
underground cables that are currently of 30 years or older vintage and will therefore reach the end of

their useful service life during the next 10 years.

31-40yrs | 41-50vyrs
Underground 3 ph cables 27.6 kV - -
% Underground 3 ph cables 8.32 kV 0.1 -
S Underground 3 ph cables 4.16 kV 1.3 1.3
° Underground 1 ph cables 16 kV - -
3 |Underground 1 ph cables 4.8 kV 1.7 -
%” Underground 1 ph cables 2.4 kV 7.6 7.6
S |Total of UG Cables 10.7 8.9
South Region
31-40yrs | 41-50yrs
" Underground 3 ph cables 27.6 kV - -
= Underground 3 ph cables 8.32 kV - -
§ Underground 3 ph cables 4.16 kV 2.3 11
S Underground 1 ph cables 16 kV - -
l% Underground 1 ph cables 4.8 kV 0.1 -
@ |Underground 1 ph cables 2.4 kv 1.6 0.8
S [Total of UG Cables 3.9 1.9

North Region
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31-40yrs | 41-50 yrs
Underground 3 ph cables 27.6 kV 0.0 0.0
g Underground 3 ph cables 8.32 kV 0.1 0.0
S Underground 3 ph cables 4.16 kV 3.6 2.4
° Underground 1 ph cables 16 kV 0.0 0.0
8  |Underground 1 ph cables 4.8 kV 1.8 0.0
£ |Underground 1 ph cables 2.4 kV 9.2 8.4
S Total of UG Cables 14.6 10.8
Total

Exhibit 4-10: UG Cables Requiring Replacement During the Next 10 Years

4.4 Distribution Transformers
Like most other LDCs, ETPL employs the strategy to run the distribution transformers to failure, i.e.

replace them only after they fail and we recommend this practice to continue. However, when older
vintage distribution transformers are replaced prior to their failure during voltage upgrade programs,
reduction in distribution transformer losses and avoided cost of emergency repairs upon in-service
failures provides additional financial incentives in support of early replacement of old vintage
distribution transformers.

Energy loss in distribution transformers takes place in two forms: (a) iron loss consisting of eddy current
and hysteresis loss, which represents the energy loss in conversion 