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May 4, 2012

Ms. Kirsten Walli

Board Secretary
Ontario Energy Board
2300 Yonge Street

26th Floor, Box 2319
Toronto, ON M4P 1E4

Dear Ms. Walli

Re: PowerStream Inc. (Licence ED-2004-0420)
2013 Electricity Distribution Rates Application EB-2012-0161

Please find enclosed two (2) paper copies and a CD containing the above captioned
application in PDF format, along with electronic copies of the completed Board models.
Please note also that this Application has been filed through the Board’s Regulatory
Electronic Submission System (RESS).

PowerStream Inc. (“PowerStream”) is a distributor as defined in, and is licenced as such
under, the Ontario Energy Board Act, 1998. PowerStream holds Electricity Distribution
Licence ED-2004-0420.

On December 15, 2008 the Board approved the amalgamation of PowerStream Inc. and
Barrie Hydro Distribution Inc. (EB-2008-0335). The companies merged on January 1,
2009, and started to operate under the same Licence ED-2004-0420 on March 16, 2010.

PowerStream Inc. continues to have two separate rate zones, pre-amalgamation
PowerStream Inc. (“PowerStream South”) and pre-amalgamation Barrie Hydro
Distribution Inc. (“PowerStream Barrie”).

The cost of service rate application filed under this cover is for PowerStream Inc., EB-
2012-0161 includes the following highlights:

e The establishment of a Base Revenue Requirement for the 2013 test year and
rates to recover this amount;

e Harmonization of distribution rates between the two rate zones noted above; and

e The clearance of deferral and variance accounts and the updating of a number
of rates and charges

PowerStream Inc.
161 Cityview Boulevard, Vaughan, ON L4H 0A9 Tel: 905-417-6900 Fax: 905-532-4505 www.powerstream.ca
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PowerStream has calculated customer bill impacts, from the rates proposed in this
application, including rate riders, as follows:

For PowerStream South:

¢ a Residential customer using 800 kWhs per month will see a $2.41 (7.5%)
increase in the Delivery line and an increase of $2.80 (2.6%) on the total
monthly bill; and

e a General Service less than 50 kW customer using 2,000 kWhs per month will
see a $0.79 (1.1%) increase in the Delivery line and a increase of $1.69 (0.6%)
on the total monthly bill.

For PowerStream Barrie:

e a Residential customer using 800 kWhs per month will see a $3.38 (8.8%)
decrease in the Delivery line and a decrease of $5.13 (4.4%) on the total
monthly bill; and

e a General Service less than 50 kW customer using 2,000 kWhs per month will

see a $1.94 (2.5%) decrease in the Delivery line and a decrease of $6.20 (2.2%)
on the total monthly bill.

If you have any questions, please do not hesitate to contact the undersigned.

Yours truly,
Original signed by

Colin Macdonald
Vice President, Rates and Regulatory Affairs

PowerStream Inc.
161 Cityview Boulevard, Vaughan, ON L4H 0A9 Tel: 905-417-6900 Fax: 905-532-4505 www.powerstream.ca
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APPENDIX 1
SUPPORT SCHEDULES

Distribution License

Draft Issues List

Decisions / Procedural Orders / Motions / Correspondence

Map of Distribution System

Lists of Neighbouring Utilities

Explanation of Host or Embedded Utilities

Utility Organization Charts

Corporate Entities Relationship Chart

Planned Changes in Organizational / Operational Structure

Status of Board Directives

Company Policies and Procedures on Electricity Services and Service
Charges

Lists of Proposed Changes to Policies and Procedures on Electricity
Services & Service Charges

Proposed Witness Panels and Curriculum Vitae

Financial Statements BHDI — 2008 Audited

Financial Statements — 2010 Audited

Financial Statements — 2011 not-audited

Financial Statements — 2012 Forecast (Bridge Year) — Consolidated and
Segmented

Financial Statements — 2013 Forecast (Test Year) - Consolidated and
Segmented

Financial Statements — Reconciliation of Regulatory & Statutory Reports
Rating Agency Reports

OEB Schedules — Supplementary to Evidence

Tax Returns
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ONTARIO ENERGY BOARD

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

AND IN THE MATTER OF an Application by PowerStream
Inc. for an Order or Orders approving or fixing just and

reasonable distribution rates effective January 1, 2013.

APPLICATION

PowerStream Inc. (“PowerStream” or the “Company”) is a distributor as defined
in the Ontario Energy Board Act, 1998 (the “Act”). PowerStream holds Electricity
Distribution Licence ED-2004-0420.

PowerStream hereby applies to the Ontario Energy Board (the “Board” or the
"OEB"), pursuant to section 78 of the Act, for an Order or Orders approving or
fixing just and reasonable rates for electricity distribution service for the period
January 1, 2013 to December 31, 2013.

This Application has been guided by the Chapter 2 of the Board’s Filing
Requirements for Transmission and Distribution Applications, updated June 22,
2011 (the “Filing Requirements”) and the Board's 2006 Electricity Distribution
Rate Handbook (the "2006 Handbook”). It is based on a 2013 forward test year

("Test Year"), as contemplated by the Filing Requirements.

PowerStream currently has two rate zones, one for the former PowerStream
service territory in York Region (“South”) and one for the former Barrie Hydro
service territory in Barrie and Simcoe County (“Barrie”). In this Application,
PowerStream seeks to harmonize rates into a single rate. There will continue to
be separate deferral and variance disposition rate riders for each rate zone, until

the individual rate zone balances are cleared.
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In this Application, PowerStream is seeking approval of a 2013 Base Revenue
Requirement of $169,488,000 which includes a forecast 2013 Revenue
Deficiency of $7,443,000. If the 2013 Base Revenue Requirement and the other
changes proposed are approved, the total electricity bill of a residential customer
using 800 kWh/month and of a General Service < 50 kW customer using 2,000
kWh/month in the PowerStream rate zone will be increased by $2.80 (2.6
percent) and $1.69 (0.6 percent), respectively. Similarly, the total electricity bill of
a residential customer using 800 kWh/month and of a General Service < 50 kW
customer using 2,000 kWh/month in the Barrie rate zone will be reduced by
$5.13 (4.4 percent) and $6.20 (2.2 percent), respectively.

PowerStream is seeking approval of a full year of depreciation in the 2013 Test
Year as opposed to the more conventional half year depreciation. This is
intended to help fund capital expenditures during the Incentive Regulation
Mechanism (“IRM”) period.

PowerStream proposes disposition of deferral and variance account balances as
at December 31, 2011, the most recent audited balances, along with accrued
interest up to December 31, 2012 based on the proposed January 1, 2013
effective date for the rate riders. In the case of International Financial Reporting
Standards (“IFRS”) Transitional Costs and savings arising from the Harmonized
Sales Tax (“HST”), PowerStream is proposing to include the projected balances
as at December 31, 2012.

In this Application, PowerStream is seeking disposition of the remaining stranded
meter costs resulting from the smart meter program. In 2011 PowerStream
requested and received approval for its “final” smart meter cost recovery
application (EB-2011-0128). In that application PowerStream proposed to defer
disposition of the stranded meter cost until its next Cost of Service rate filing for
2013.
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PowerStream is requesting certain variance and deferral accounts to track
amounts that arise due to the adoption of IFRS, notably the de-recognition of

assets and post retirement employee benefits.

PowerStream pays low voltage (“‘LV”) charges to Hydro One Networks Inc.
(“Hydro One”) for use of certain Hydro One distribution assets. The difference
between Hydro One's LV charges to PowerStream (recorded in Account 4750)
and the LV amounts billed to PowerStream's customers (recorded in Account
4075) is recorded in Account 1550 — LV Variance Account, in accordance with
Appendix B of a Board directive dated June 13, 2006. In this Application,
PowerStream is seeking: (i) to clear Account 1550 to December 31, 2011; and (ii)
to recover in 2013 rates, a forecast LV amount of $2,731,456 through an updated

LV charge.

PowerStream is proposing a funding rate adder of $0.20 per customer per month

for the planned Green Energy Act (“GEA”) spending over the years 2012 to 2016.

PowerStream requests a charge to customers to recover the cost of the Meter
Data Management and Repository (“MDM/R”) system as proposed by the
Independent Electricity System Operator (“IESO”) and as determined by the
Board. (PowerStream notes that the IESO has filed with the OEB applications to
recover costs associated with the MDM/R system. PowerStream has not
included these costs in this Application and anticipates that the Board will provide

for recovery of MDM/R costs when they are approved.)

This Application seeks the Board's approval of new Retail Transmission Service
("RTS") rates to reflect currently approved Hydro One’s sub-transmission (“ST”)
rates (EB-2009-0096) effective January 1, 2011 and most recent Uniform
Transmission Rates approved by the Board (EB-2011-0268), issued on
December 20, 2011 and effective January 1, 2012.

PowerStream accordingly applies to the Board, pursuant to section 78 of the Act

for the following Order or Orders:
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a. an Order approving PowerStream's proposed final rates for the 2013 rate
year, or fixing such other rates as the Board may find to be just and

reasonable effective January 1 2013;

b. an Order approving harmonized rates for the predecessor Barrie Hydro

and PowerStream rate zones;

c. an Order approving clearance of the balances recorded in certain other
deferral and variance accounts by means of a rate rider for the period
January 1, 2013 to December 31, 2014;

d. an Order approving an updated Low Voltage (“LV”) charge, effective
January 1, 2013;

e. an Order approving updated Retail Transmission Service (“RTS”) rates,

effective January 1, 2013;

f. an Order allowing continuation of the present Transformer Ownership

Allowance credit;

g. an Order approving a funding rate adder for the planned Green Energy
Act (“GEA”) spending over the years 2012 to 2016;

h. an Order approving certain variance and deferral accounts to track
amounts that arise due to the adoption of IFRS, notably the de-

recognition of asset and post retirement employee benefits; and

i. an Order making current rates interim, effective January 1, 2013, if and
only if the preceding Orders cannot be issued in time to implement final

rates, effective January 1, 2013.

This Application is supported by the written evidence that is enumerated in
Exhibit A1, Tab 1, Schedule 1 and filed with this Application. PowerStream may
amend or supplement this written evidence prior to or during the course of the

Board’s hearing of this Application.
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PowerStream requests that the Board give reasons, in writing, for its final
decision and order(s) in this proceeding. This request is made pursuant to

subsection 17(1) of the Statutory Powers Procedure Act.

The following are the names and addresses of PowerStream's authorized
representatives and its counsel for the purpose of serving documents on

PowerStream in this proceeding
(a) authorized representatives:

Mr. Colin Macdonald
Vice President of Rates and Regulatory Affairs
PowerStream Inc.

Address for personal service and mailing address:

161 Cityview Boulevard

Vaughan, ON

L4H 0A9

Telephone: 905-532-46

Facsimile: 905 532-4557

E-mail: colin.macdonald@powerstream.ca

Mr. Tom Barrett
Manager of Rate Applications
PowerStream Inc.

Address for personal service and mailing address
161 Cityview Boulevard

Vaughan, ON

L4H 0A9

Telephone: 905-532-4640

Facsimile: 905 532-4557

E-mail: tom.barrett@powerstream.ca
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(b) counsel:

Mr. James C. Sidlofsky
Partner
Borden Ladner Gervais LLP

Address for personal service and mailing address:
40 King Street West

Suite 4100

Toronto, ON

M5H 3Y4

Telephone: 416-367-6277
Facsimile: 416-361-2751
E-mail: jsidlofsky@blg.com

DATED AT TORONTO, ONTARIO THIS 4™ DAY OF MAY, 2012

PowerStream Inc.

by its counsel

Borden Ladner Gervais LLP
per:
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James C. Sidlofsky
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SPECIFIC APPROVALS REQUESTED

PowerStream requests an Order or Orders approving:

10.

PowerStream’s Base Revenue Requirement for the Test Year adjusted, as
required, to update the rate of return on equity ("ROE") and short-term debt rate
as described in Exhibit F;

harmonized rates for the predecessor Barrie Hydro and PowerStream rate

Zones;

corresponding final rates, effective January 1, 2013, that will enable

PowerStream to recover its Board-approved Base Revenue Requirement;
harmonized Specific Service Charges;

the disposition of the remaining stranded meter costs resulting from the smart
meter program by means of a rate rider to metered customers effective January ,
2013 to December 31, 2013;

the clearance of the balances recorded in certain deferral and variance accounts
by means of class-specific rate riders effective January 1, 2013 to December 31,
2014;

an updated Low Voltage (“LV") charge, effective January 1, 2013;
new Retail Transmission Service (“RTS”) rates, effective January 1, 2013;

maintaining the present Transformer Ownership Allowance credit to certain large

customers;

a funding rate adder for the planned Green Energy Act (“GEA”") spending over
the years 2012 to 2016;

2013 Electricity Distribution Rates Application
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certain variance and deferral accounts to track amounts that arise due to the
adoption of International Financial Reporting Standards (“IFRS”), notably the de-

recognition of assets and post retirement employee benefits;

a charge to customers to recover the cost of the Meter Data Management and
Repository (“MDM/R”) system as proposed by the Independent Electricity
System Operator (“IESO”) and as determined by the Board. (PowerStream
notes that the IESO has filed with the OEB applications to recover costs
associated with the MDM/R system. PowerStream has not included these costs
in this Application and anticipates that the Board will provide for recovery of
MDM/R costs when they are approved.); and

an order declaring PowerStream’s current (i.e., 2012) rates as interim rates,
effective January 1, 2013, if and only if the preceding approvals cannot be issued

in time to implement final rates, effective January 1, 2013.

2013 Electricity Distribution Rates Application
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SUMMARY OF APPLICATION
INTRODUCTION

PowerStream's Application has been guided by the OEB Filing Requirements dated June 22,
2011 and the 2006 Electricity Distribution Rate (“EDR”) Handbook. It is based on a 2013
forward test year. Accordingly, the rates for which approval is sought are based on a revenue

requirement that is underpinned by forecasts of 2013 revenue and expenses.

In addition, PowerStream requests approval to move the implementation date of the new rates
from May 1, 2013 to January 1, 2013 for the reasons discussed at Exhibit A3, Tab1, Schedule
8.

PowerStream was created on June 1, 2004 by the amalgamation of Hydro Vaughan Distribution
Inc. ("Hydro Vaughan"), Markham Hydro Distribution Inc. ("Markham Hydro"), and Richmond Hill
Hydro Inc. ("Richmond Hill Hydro"). PowerStream completed the acquisition of Aurora Hydro
Connections Limited ("Aurora Hydro") on November 1, 2005 thus adding a fourth municipality to
the service territory. On January 1, 2009 PowerStream merged with Barrie Hydro Distribution
Inc. (“Barrie Hydro”). PowerStream is the second largest municipally owned electricity

distribution utility in Ontario.

PowerStream currently has two rate zones, one for the former PowerStream Inc. service
territory in York Region (“South”) and one for the former Barrie Hydro service territory in Barrie
and Simcoe County (“Barrie”). In this Application, PowerStream seeks to harmonize rates into a

single rate zone effective January 1, 2013.

In 2012, subject to OEB approval, PowerStream will purchase a half interest in Collingwood

Utility Services Corp., the holding company for Collus Power Inc.

PowerStream strongly supports government and regulatory initiatives and is an active

participant in the Board's consultative processes.

2013 Electricity Distribution Rates Application
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PREVIOUS RATE APPLICATIONS:
2009 Cost of Service Application

PowerStream filed a 2009 Cost of Service Application with the Board on October 10, 2008 for
rates effective on May 1, 2009. Through the OEB process PowerStream reached a settlement
agreement with the various intervenors which was subsequently approved by the Panel hearing
the application. The resulting 2009 Base Revenue requirement amounted to $114.6 million,

resulting in an average increase of 2.2% in distribution rates.
Smart Meter Filings (2010 and 2011)

In 2010 PowerStream filed an application (EB-2010-0209) for recovery of costs associated with
the installation of 137,356 smart meters in its South rate zone. The Board approved an annual

incremental revenue requirement of $3,661,000.

In 2011, PowerStream had substantially completed its Smart Meter Implementation Program
and filed an application (EB-2011-0128) for final recovery of costs associated with the
installation of 69,393 smart meters in the Barrie rate zone and the remaining 21,725 smart
meters in the South rate zone. The Board approved an annual incremental revenue requirement
of $1,722,000 for Barrie and $1,367,000 for the South.

To calculate the 2013 revenue deficiency, the total 2010 and 2011 approved smart meter
incremental revenue requirement (“SMIRR”) has been added to the calculation of 2013 revenue

at current rates.

In this Application, PowerStream is seeking recovery of stranded asset costs and additional

smart meter costs described below.

In Chapter 2 of the Board’s Filing Requirements dated June 22, 2011, section 2.5.1.5 —
Treatment of Stranded Assets Related to Smart Meter Deployment, distributors are directed to

apply for recovery of these stranded asset costs.

In its November 31, 2011 Decision and Order on PowerStream’s 2011 smart meter application
(EB-2011-0128, at pages 10-11), the Board directed PowerStream to track the repair and

2013 Electricity Distribution Rates Application
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maintenance costs related to customer equipment to permit installation of a smart meter after
April 30, 2011 in account 1556 and include this in its next rebasing application. This has been

done.

PowerStream notes that the Independent Electricity System Operator (“IESQO”) has filed with the
OEB applications to recover costs associated with the Provincial Meter Data Management and
Repository (“MDM/R”) system. PowerStream has not included these costs in this Application

and requests that the Board will provide for recovery of MDM/R costs when they are approved.
2010, 2011 and 2012 3" Generation Incentive Regulation applications

PowerStream filed applications for, and was granted, distribution rate adjustments under the
Board’s 3™ Generation Incentive Regulation Mechanism for 2010, 2011 and 2012. The
increases associated with each rate year were 0.18%, 0.18%, and 0.88% respectively. Based
on the results of the Board’s cost benchmarking studies, PowerStream is in the second

efficiency cohort and has stretch factor of 0.4%.
SCOPE OF 2013 RATE APPLICATION

This Application seeks approval of a change in electricity distribution rates effective January 1,
2013. The average proposed rate increase across all customer classes is 4.6%, effective
January 1, 2013. The proposed realignment of PowerStrean’s rate year (which currently runs
from May 1% through April 30™) with its fiscal year (January 1% through December 31%) is
discussed at Exhibit A3, Tab 1, Schedule 8.

The proposed rates are underpinned by 2013 forecasts of operations, maintenance and
administration ("OM&A”) expenses, return on rate base, amortization expense and payments in
lieu of taxes (“PILs”). The sum of these amounts is PowerStream's "2013 Service Revenue
Requirement".  PowerStream's "2013 Base Revenue Requirement" is defined as: (i)
PowerStream's 2013 Service Revenue Requirement less (ii) certain non-rate revenue amounts,

referred to herein as "Revenue Offsets."

2013 Electricity Distribution Rates Application
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PowerStream merged with Barrie Hydro in 2009 and achieved significant efficiency savings as a
result. These are discussed in more detail in the Exhibit D1, Tab 1, Schedule 3. In addition, the
budgeted staff levels in 2013 are forecast to be slightly lower than the 2009 merged company
levels. Details on staffing, compensation and benefits at PowerStream are discussed in Exhibit
D1, Schedule 5, Tab 4.

The value of PowerStream's 2013 rate base has been calculated as the sum of: (i) the net book
value (“NBV”) of the average of the PowerStream assets opening and closing balances for
2013; and (ii) an allowance for working capital (underpinned by a forecast of the 2013 Cost of
Power). The return on rate base, rate of return on equity ("ROE") and short-term debt rates
have all been determined in accordance with the Board's Report on the Cost of Capital for
Ontario’s Regulated Utilities of December 11, 2009. PowerStream has included a full year of
amortization expense on 2013 in-service capital additions as explained in Exhibit D1, Tab 4,

Schedule 1, Depreciation and Amortization.

In the calculations of Cost of Capital, PowerStream used the parameters prescribed in Board’s
letter of March 2, 2012 for applications for rates effective May 1, 2012. These parameters will
be updated as necessary during the course of this proceeding to reflect the Board’s parameters
for cost of service applications for rates effective January 1, 2013, expected in the fall of this

year.

PlLs have been determined in accordance with the methodology prescribed in the 2006 EDR
Handbook. The "Large Corporation Tax" has now been eliminated and is therefore no longer

included in the PILs calculation.

In order to forecast 2013 revenue at existing rates, PowerStream prepared load (i.e., energy
consumption and demand) and customer forecasts for 2013. The methodology used for those
forecasts was developed by PowerStream and is described, in detail, in Exhibit C1, Tab 1,
Schedules 2 and 3. Current rates (i.e., those in effect as of May 1, 2012) were applied to the

forecast output in order to determine a "Forecast Revenue at Current Rates".

To calculate the 2013 revenue deficiency, the total 2010 and 2011 Board approved smart meter

incremental revenue requirement (“SMIRR”) has been added to the calculation of 2013 revenue

2013 Electricity Distribution Rates Application
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at current rates. The difference between this amount and PowerStream's 2013 Base Revenue

Requirement is equal to PowerStream's 2013 Revenue Deficiency.

In addition to the recovery of the 2013 Base Revenue Requirement, PowerStream is seeking to
recover from ratepayers, or provide a credit to ratepayers, as the case may be, amounts

associated with:

(i) the clearance of certain regulatory asset accounts;
(i) the clearance of certain other deferral and variance accounts;

PowerStream proposes to dispose of these balances by way of volumetric rate riders.
INCREASE IN REVENUE REQUIREMENT FOR 2013

An analysis of the drivers of the increase in PowerStream's 2013 Revenue Requirement,
relative to 2009, is provided in Exhibit F, Tab 1, Schedule 3. Detailed comparisons from 2009 to
2013 are not possible as PowerStream has adopted Modified International Financial Standards
(“MIFRS”) in 2012. PowerStream has provided the financial data for 2011 in both Canadian
Generally Accepted Accounting Principles (“CGAAP”) and in MIFRS. Comparisons can be
made between 2009 and 2011 in CGAAP and between 2011 and 2013 in MIFRS. The impacts
of moving to MIFRS on the financial results are detailed in Exhibit A3, Schedule 1, Tab 5.

Table 1, below, summarizes changes in PowerStream’s Service Revenue Requirement and
Base Revenue Requirement from the last Board Approved rebasing years (2008 for Barrie and
2009 for PowerStream) through the 2013 Test Year.

2013 Electricity Distribution Rates Application
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Table 1: PowerStream Revenue Requirement ($ Millions)

OEB Approved Actual Bridge Test
2008 2009
Barrie PowerStream 2009 2010 2011 2011 2012 2013
CGAAP MIFRS
OM&A Expenses 10.0 43.2 59.7 56.8 62.1 73.9 81.6 85.7
Depreciation 10.2 36.2 41.9 46.0 45.8 33.9 321 35.8
Target Net Income 55 16.9 20.5 271 28.9 29.1 29.0 30.6
Interest 5.5 17.7 22.0 23.7 26.1 26.3 23.0 24.0
Taxes 2.9 7.1 9.9 10.8 6.3 0.1 1.8 25
Service Revenue 34.1 121.1 1540 | 1644 | 169.2 | 1633 | 1675 | 178.6

Requirement

Revenue offsets 2.6 6.6 10.1 8.9 9.2 9.9 8.8 9.1

Base Revenue

. 315 114.5 143.9 155.5 160.0 153.4 158.7 169.5
Requirement

The principal reasons for the increases are summarized below:

PowerStream’s rate base increased by $199 million or 31 percent between 2009 and 2013, an
average annual increase of 7.7 percent. These increased expenditures have been required to
serve increased demand and customer growth and to ensure that the reliability of
PowerStream’s distribution system is maintained or improved. Specifically the increase reflects:
(i) investments in new distribution plant; (ii) upgrades of existing plant; (iii) general plant

purchases; and (iv) increases in PowerStream’s allowance for working capital.

Significant drivers of the increase in rate base are: an increase in Operations Capital to fund a
new Customer Information System (“CIS”); increases in Sustainable Capital to support
increased infrastructure replacement and rehabilitation; and an increase in Developmental
Capital for subdivisions and electrical distribution infrastructure projects to supply customer load

growth. These matters are summarized in Exhibit B1, Tab 1, Schedule 1.

PowerStream's OM&A expenses are forecast to increase by $32.5 million. The most significant
factor for this increase is the impact of moving to MIFRS. PowerStream increased its OM&A
expenditures to serve increased demand and customer growth and to ensure that system

reliability is maintained or improved.

2013 Electricity Distribution Rates Application
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Significant drivers of these changes are: (i) implementation of increased asset inspections and
testing; (ii) additional work on worst performing feeders, (iii) introduction of a new Outage
Management System/SCADA,; (iv) continuation of the hiring of new apprentices to ensure that
qualified staff are available; and (v) increased head office activities to deal with a more complex
regulatory and industry structure. These matters are summarized in Exhibit D1, Tab 1,
Schedules 1.

PowerStream's amortization expenses are forecast to decrease by $6.1 million or 14.5 percent
between 2009 and 2013, reflective of the asset additions over these years offset by the impact
of moving to MIFRS. This is discussed in Exhibit D1, Tab 4, Schedule 1.

PowerStream has used the cost of capital parameters in the Board’s letter of March 2, 2012 (for
May 1, 2012 cost of service rate applications). As discussed in Exhibit E, Tab 1, Schedule 1,
PowerStream expects that the Board will issue its cost of capital parameters for applications for
rates effective January 1, 2013 in the Fall of this year. These parameters will be used to

determine PowerStream's 2013 Revenue Requirement.

The reduction in Working Capital Allowance (“WCA”) from the default 15 percent to 13 percent
partially offsets the increase in PowerStream’s rate base. The 13 percent allowance is based

on the guidance in the Board'’s letter of April 12, 2011.

There is also a reduction in PILs relative to 2009 Board approved as outlined in Exhibit D2.
OTHER CHANGES AFFECTING RATES

In addition to changes in the Base Revenue Requirement, there are a number of other factors

that will affect the quantum of PowerStream's 2013 distribution rates:

e Distribution rates will increase as a result of clearance of the balances recorded in
certain deferral and variance accounts. If approved, an amount of $3,558,608 will be
cleared over the two year period Jan 1, 2013 to Dec. 31, 2014. The charge to

customers is proposed to be in the form of a volumetric rate rider.

e Distribution rates will increase as a result of the forecast Low Voltage amount of

$2,371,456 and the corresponding updated Low Voltage charge.

2013 Electricity Distribution Rates Application
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There will be a transformer ownership allowance credit for certain General Service >
50kW and Large Use customers totalling $2,345,656.

PowerStream used the Board’s methodology to adjust its Retail Service Transmission
("RTS") rates to incorporate the new Uniform Transmission Rates for Ontario
transmitters. PowerStream’s current RTS rates are based on the Board’s Final Rate
Order in EB-2011-0005, issued on April 20, 2012, and the rates are effective May 1,
2012.
approval, on an interim basis, of Hydro One Network Inc.’s sub-transmission rates
effective January 1, 2011 (EB-2009-0096) and the Board’s Decision and Rate Order for
Ontario Uniform Transmission Rates that became effective January 1, 2012 (EB-2011-

0268)

In this Application, RTS rates have been further updated to reflect the Board’s

LIST OF PROPOSED RATES AND CHARGES

Tables 2 and 3, below, set out the proposed distribution rates and rate riders for which

approvals are sought in this Application. At Exhibit H, Tab 6, Schedule 6 to this Application,

PowerStream has provided calculations to confirm that the proposed rates will provide the 2013

Base Revenue Requirement.

Table 2: Summary of Current and Proposed Rates

Billin Current 2012 Rates Proposed 2013 Rates
Customer Class .g PowerStream South PowerStream Barrie PowerStream Harmonized
Determinant

Fixed Variable Fixed Variable Fixed Variable
Residential kWh 11.99 0.0135 15.34 0.0137, 13.57] 0.0151
GS<50 kW kWh 28.64 0.0116 16.11 0.0164 27.911 0.0148
GS>50 kW kw 84.45 3.5036 395.68 1.8393 148.18| 3.5449
Large Use kw 2,173.63 1.0484 9,690.24 0.5918 6,017.47| 1.7969
Unmetered Scattered Load kWh 14.32 0.0087| 7.95 0.0161] 8.06] 0.0156
Sentinel Lights kw 2.00 9.3917 3.51] 8.7473
Street Lighting kw 0.84 4.8616 3.02 11.2961 1.34] 5.8850

Notes:

1. Existing rates are those in effect May 1, 2012.

2013 Electricity Distribution Rates Application
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3. The variable rates represent the distribution portion only, before rate riders and Low Voltage charges

Table 3: Deferral and Variance Account Disposition Rate Riders

Existing Rate Riders Proposed Rate Riders
South North PowerStream South PowerStream Barrie
Customer Class GA rate rider Al GA rate rider -
All Customers non-RPP non-RPP
Customers
Customers Customers
Residential $ - $  (0.0006)] $ - $ 0.0017|$ 0.0008|$ 0.0030
General Service <50 Kw S - S (0.0004)] $ (0.0012)[ $ 0.0017 | $ (0.0009)| $ 0.0030
General Service >50 Kw $ - |$ (0.0705)] s (0.5397)[ ¢  0.0017]|$ (0.5536) $ 0.0030
Large User S - S - S (0.1895)[ $ 0.0017|$ (0.0829)| $ 0.0001
Unmetered Scattered Load S - $ (0.0009)] $ (0.0022)| $ 0.0017 | $ (0.0014)| S 0.0030
Sentinel Lights $ - $ - $ (0.7433)[ $ 0.0017|$ (0.2135)[ $ 0.0030
Street Lighting S - S (0.1545)] (0.6372)| S 0.0017 | S (0.4548)| $ 0.0001

Notes:

1. These rate riders are not included in the variable charges in Table 1 and are shown as separate lines in rate

schedules.

2. Existing rates are those in effect May 1, 2012.

3. Detailed proposed tariff sheets are included in Exhibit H, Tab 6, Schedule 2.

BILL AND RATE IMPACTS

Tables 4, 5 and 6, below, set out the monthly bill impacts of PowerStream's application, for a

"typical" customer in each rate class. No rate mitigation is proposed as discussed in Exhibit H,

Tab 6, Schedule 5.

Table 4: Impacts on Total Bill for Typical Customer

Billing Consumption Load per Total Monthly Bill Impact
Customer Class ., per customer customer PowerStream South PowerStream Barrie
Determinant
kwh kw $ % $ %

Residential kWh 800 -19 2.80 2.6%| $ (5.13) (4.4%)
GS<50 kW kWh 2,000 -19 1.69 0.6%| $ (6.20) (2.2%)
GS>50 kW kw 80,000 250|$  173.03 1.6%| $ (80.10)  (0.7%)
Large Use kW 2,800,000 7,350 | $ 14,692.57 4.2%|$ (8,215.58) (2.2%)
Unmetered Scattered Load kWh 150 -13 (5.79) (16.6%)| $ (0.58) (2.0%)
Sentinel Lights kW 180 119% 0.62 1.8%

Street Lighting kW 280 118% 1.43 3.7%| $ (9.38)] (19.0%)

2013 Electricity Distribution Rates Application
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2. Includes consumption adjusted by proposed loss factors. See Exhibit H, Tab 7, Schedule 2 for a discussion

on loss adjustment factors.

3. Includes all regulatory charges, HST at 13% and OCEB for eligible classes.

Table 5: Impact on the Distribution Portion of Bill for Typical Customer

Billing Consumption Load per Monthly Distribution Charge Impact
Customer Class : per customer customer
Determinant
PowerStream South PowerStream Barrie
kwh kw $ % S %

Residential kWh 800 $ 2.12 8.8%] $ (1.51) (5.4%)
GS<50 kW kWh 2,000 $ 0.09 0.2%| $ 2.27 4.1%
GS>50 kW kW 80,000 2501 % 105.83 11.0%| $ 253.90 28.4%
Large Use kW 2,800,000 7,350 | $ 13,488.85 132.8%| $ 3,618.60 22.2%
Unmetered Scattered Load kWh 150 $ (5.22) (33.6%)| $ 0.04 0.4%
Sentinel Lights kW 180 11$ 0.53 4.7%

Street Lighting kW 280 11$ 1.07 19.1%| $ (7.21)]  (561.8%)

Notes:

1. Includes fixed and variable distribution charges, low voltage charges and regulatory assets rate riders.

2. Consumption levels are from the “typical customer” amounts.

Table 6: Impact on the Delivery Portion of Bill for Typical Customer

Billing Consumption Load per Monthly Delivery Charge Impact
Customer Class ., per customer customer PowerStream South PowerStream Barrie
Determinant
kwh kw S % S %

Residential kWh 800 -8 2.41 7.5%| $ (3.38) (8.8%)
GS<50 kW kWh 2,000 -13 0.79 1.1%| $ (1.94) (2.5%)
GS>50 kW kW 80,000 2501 % 120.63 6.5%| $ 84.53 4.2%
Large Use kw 2,800,000 7,350 | $ 13,002.28 31.2%| $  (7,270.43)] (12.5%)
Unmetered Scattered Load kWh 150 -13 (5.18) (30.5%)| $ (0.24) (2.0%)
Sentinel Lights kW 180 1($% 0.49 3.4%

Street Lighting kW 280 118% 1.16 13.9%]| $ (7.80)] (44.9%)

Notes:

1. The “delivery” portion includes all distribution charges, as defined in Table 5 above and transmission

charges

2. Consumption levels are from the “typical customer” amounts.

2013 Electricity Distribution Rates Application
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The components of PowerStream's 2013 revenue deficiency are set out below in Table 1. The

revenue deficiency is $7.5 million

Table 1 — 2013 Revenue Deficiency

%

2013 Test Year,

'$000

Rate Base 838,473
Cost of Capital 6.51%

Return on Rate Base 54,555
Distribution Expenses 85,701
Amortization 35,844
Payment in Lieu of taxes 2,450
Service Revenue Requirement 178,550
Less Revenue offsets (9,062)
Base Revenue Requirement 169,488
Revenue at Current Rates 162,045
Revenue Deficiency (7,443)

2013 Electricity Distribution Rates Application
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The underpinning causes of the 2013 revenue deficiency are enumerated in Table 1 below.

The "Evidentiary Reference" column provides the links to the detailed explanations of the

deficiency.

Table 1: Causes of Revenue Deficiency

Driver

Impact on Revenue
Deficiency ($ millions)

Evidentiary Reference

Increase in Return on Capital 9.1 | Exhibit B

Increase in Distribution Expenses 32.5 | Exhibit D1, Tab 1-4

Decrease in Amortization Expenses (10.5) | Exhibit B1, Tab 2, Schedules 8-9
Decrease in PILs (7.6) | Exhibit D2

Decrease in Revenue Offsets 0.1 | Exhibit C2

Load Growth and IRM increases (8.8) | Exhibit C1

SMIRR (Smart _Meter Incremental (7.2) | Exhibit c1

Revenue Requirement)

Total 2013 Revenue Deficiency 7.5 | Exhibit G

Note that the implementation of Modified International Financial Reporting Standards (“MIFRS”)

significantly impacts the increase in Distribution Expenses and the decreases in Amortization

and PILs

2013 Electricity Distribution Rates Application
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Choose Your Utility: File Number: Rate Year:

PowerStream Inc. EB-2012-0161 2013

Application Contact Information

Name: Tom Barrett

Title: Manager, Rates & Applications
Phone Number: (905) 532-4640

Email Address: tom.barrett@powersrteam.ca

Copyright

This Revenue Requirement Work Form Model is protected by copyright and is being made available to you solely for
the purpose of your application, any subsequent updates and preparing or reviewing your draft rate order. You may
use and copy this model for that purpose, and provide a copy of this model to any person that is advising or assisting
you in that regard. Except as indicated above, any copying, reproduction, publication, sale, adaptation, translation,
modification, reverse engineering or other use or dissemination of this model without the express written consent of
the Ontario Energy Board is prohibited. If you provide a copy of this model to a person that is advising or assisting you
in preparing or reviewing your draft rate order, you must ensure that the person understands and agrees to the
restrictions noted above.



Notes:
(1)
(2
(3)
(4)
(5)
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WORK FORM
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PowerStream Inc.

Table of Contents

1. Info 7. Cost_of Capital

2. Table of Contents 8. Rev_Def Suff

3. Data_Input_Sheet 9. Rev_Reaqt

4. Rate Base 10A. Bill Impacts - Residential

5. Utility Income 10B. Bill Impacts - GS_LT 50kW
6. Taxes PILs

Pale green cells represent inputs

Pale green boxes at the bottom of each page are for additional notes

Pale yellow cells represent drop-down lists

Please note that this model uses MACROS. Before starting, please ensure that macros have been enabled.
Completed versions of the Revenue Requirement Work Form are required to be filed in working Microsoft Excel
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Data Inpu

Rate Base
Gross Fixed Assets (average)
Accumulated Depreciation (average)
Allowance for Working Capital:
Controllable Expenses
Cost of Power
Working Capital Rate (%)

Utility Income
Operating Revenues:
Distribution Revenue at Current Rates
Distribution Revenue at Proposed Rates
Other Revenue:
Specific Service Charges
Late Payment Charges
Other Distribution Revenue
Other Income and Deductions

Total Revenue Offsets

Operating Expenses:
OM+A Expenses
Depreciation/Amortization
Property taxes
Other expenses

Taxes/PILs
Taxable Income:

Adjustments required to arrive at taxable income

Utility Income Taxes and Rates:
Income taxes (not grossed up)
Income taxes (grossed up)
Federal tax (%)

Provincial tax (%)

Income Tax Credits

Capitalization/Cost of Capital

Capital Structure:
Long-term debt Capitalization Ratio (%)
Short-term debt Capitalization Ratio (%)
Common Equity Capitalization Ratio (%)
Prefered Shares Capitalization Ratio (%)

Cost of Capital
Long-term debt Cost Rate (%)
Short-term debt Cost Rate (%)
Common Equity Cost Rate (%)
Prefered Shares Cost Rate (%)

Initial

Application

$802,388,655
($86,568,565)

$85,701,101
$857,779,706
13.00%

$162,044,558
$169,487,804

$3,385,000
$2,500,000
$2,032,000
$1,145,000

$9,062,000

$83,906,062
$35,844,204
$1,795,039

($20,821,865)

$1,832,511

$2,449,645
15.00%
10.19%
(8627,700)

56.0%
4.0%
40.0%

100.0%

4.96%
2.08%
9.12%

REVENUE REQUIREMENT
WORK FORM

$ 802,388,655
($86,568,565)

$ 85,701,101
$ 857,779,706
13.00%
$ 83,906,062
$ 35,844,204
$ 1,795,039

(6)

@)

Version 2.20

Per Board
Decision

$802,388,655
($86,568,565)

$85,701,101
$857,779,706
13.00%

$83,906,062
$35,844,204
$1,795,039

@)

Data inputs are required on Sheets 3, 10A and 10B. Data from Sheet 3 will automatically complete calculations on sheets 4 through 9 (Rate Base through Revenue
Requirement). Sheets 4 through 9 do not require any inputs except for notes that the Applicant may wish to enter to support the results. Pale green cells are available on
sheets 4 through 9 to enter both footnotes beside key cells and the related text for the notes at the bottom of each sheet.

Allinputs are in dollars ($) except where inputs are individually identified as percentages (%)
4.0% unless an Applicant has proposed or been approved for another amount.

Net of addbacks and deductions to arrive at taxable income.

Average of Gross Fixed Assets at beginning and end of the Test Year
Average of Accumulated Depreciation at the beginning and end of the Test Year. Enter as a negative amount.
Select option from drop-down list by clicking on cell M10. This column allows for the application update reflecting the end of discovery or Argument-in-Chief. Also, the

outcome of any Settlement Process can be reflected.

Input total revenue offsets for deriving the base revenue requirement from the service revenue requirement
Gross Fixed assets amount is adjusted by the amounts in PP&E deferral account and GEA capital deferral accounts
Depreciation amount is adjusted by the depreciation of amounts in PP&E deferral and GEA capital deferral accounts
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Rate Base and Working Capital

Rate Base
Line Particulars Initial Per Board
No. Application Decision
1 Gross Fixed Assets (average) (3 $802,388,655 $- $802,388,655 $- $802,388,655
2 Accumulated Depreciation (average) (3) ($86,568,565) $- ($86,568,565) $- ($86,568,565)
3 Net Fixed Assets (average) (3 $715,820,090 $- $715,820,090 $- $715,820,090
4 Allowance for Working Capital (1) $122,652,505 $- $122,652,505 $- $122,652,505
5 Total Rate Base $838,472,595 $ - $838,472,595 $- $838,472,595
Allowance for Working Capital - Derivation
1)
6 Controllable Expenses $85,701,101 $- $85,701,101 $- $85,701,101
7 Cost of Power $857,779,706 $ - $857,779,706 $ - $857,779,706
8 Working Capital Base $943,480,807 $- $943,480,807 $- $943,480,807
9 Working Capital Rate % ) 13.00% 0.00% 13.00% 0.00% 13.00%
10 Working Capital Allowance $122,652,505 $- $122,652,505 $ - $122,652,505
Notes
2) Some Applicants may have a unique rate as a result of a lead-lag study.
3) Average of opening and closing balances for the year.
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Utility Income

Particulars

Operating Revenues:

Distribution Revenue (at

Proposed Rates)

Other Revenue 1)

Total Operating Revenues

Operating Expenses:
OM+A Expenses
Depreciation/Amortization
Property taxes

Capital taxes

Other expense

Subtotal (lines 4 to 8)
Deemed Interest Expense

Total Expenses (lines 9 to 10)

Utility income before income
taxes

Income taxes (grossed-up)

Utility net income

Féi Ontario Energy Board
REVENUE REQUIREMENT

WORK FORM

Version 2.20

Other Revenues / Revenue Offsets

Specific Service Charges
Late Payment Charges

Other Distribution Revenue
Other Income and Deductions

Total Revenue Offsets

. - Per Board
Initial Application Decision
$169,487,804 ($169,487,804) $- $- $-
$9,062,000 ($9,062,000) $- $- $-
$178,549,804 ($178,549,804) $- $- $-
$83,906,062 $- $83,906,062 $- $83,906,062
$35,844,204 $- $35,844,204 $- $35,844,204
$1,795,039 $- $1,795,039 $- $1,795,039
$- $- $- $- $-
$- $- $-

$121,545,305 $- $121,545,305 $- $121,545,305
$23,967,373 ($23,967,373) $- $- $-
$145,512,678 ($23,967,373) $121,545,305 $- $121,545,305
$33,037,126 ($154,582,431) ($121,545,305) $- ($121,545,305)
$2,449,645 $- $2,449,645 $- $2,449,645
$30,587,481 ($154,582,431) ($123,994,950) $- ($123,994,950)
$3,385,000 $- $-
$2,500,000 $- $-
$2,032,000 $- $-
$1,145,000 $- $-
$9,062,000 $- $- $- $-
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Taxes/PILs

Line . I Per Board
Particulars Application L
No. e Decision

Determination of Taxable Income

1 Utility net income before taxes $30,587,480 $- $-

2 Adjustments required to arrive at taxable utility ($20,821,865) $- ($20,821,865)
income

3 Taxable income $9,765,615 $- ($20,821,865)

Calculation of Utility income Taxes

4 Income taxes $1,832,511 $1,832,511 $1,832,511
6 Total taxes $1,832,511 $1,832,511 $1,832,511
7 Gross-up of Income Taxes $617,134 $617,134 $617,134
8 Grossed-up Income Taxes $2,449,645 $2,449,645 $2,449,645
9 PILs / tax Allowance (Grossed-up Income
taxes + Capital taxes) $2,449,645 $2,449,645 $2,449,645
10 Other tax Credits ($627,700) ($627,700) ($627,700)
Tax Rates
11 Federal tax (%) 15.00% 15.00% 15.00%
12 Provincial tax (%) 10.19% 10.19% 10.19%
13 Total tax rate (%) 25.19% 25.19% 25.19%
Notes
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Capitalization/Cost of Capital

L"\‘r;e Particulars Capitalization Ratio Cost Rate Return
Initial Application
(%) ¥ (%) %)
Debt
1 Long-term Debt 56.00% $469,544,653 4.96% $23,269,764
2 Short-term Debt 4.00% $33,538,904 2.08% $697,609
3 Total Debt 60.00% $503,083,557 4.76% $23,967,373
Equity
4 Common Equity 40.00% $335,389,038 9.12% $30,587,480
5 Preferred Shares 0.00% $- 0.00% $-
6 Total Equity 40.00% $335,389,038 9.12% $30,587,480
7 Total 100.00% $838,472,595 6.51% $54,554,853
(%) ¥ (%) $)
Debt
1 Long-term Debt 0.00% $- 0.00% $-
2 Short-term Debt 0.00% $- 0.00% $-
3 Total Debt 0.00% $- 0.00% $-
Equity
4 Common Equity 0.00% $- 0.00% $-
5 Preferred Shares 0.00% $- 0.00% $-
6 Total Equity 0.00% $- 0.00% $-
7 Total 0.00% $838,472,595 0.00% $-
Per Board Decision
(%) ¥ (%) $)
Debt
8 Long-term Debt 0.00% $- 4.96% $-
9 Short-term Debt 0.00% $- 2.08% $-
10 Total Debt 0.00% $- 0.00% $-
Equity
11 Common Equity 0.00% $- 9.12% $-
12 Preferred Shares 0.00% $- 0.00% $-
13 Total Equity 0.00% $- 0.00% $-
14 Total 0.00% $838,472,595 0.00% $-
Notes
1) 4.0% unless an Applicant has proposed or been approved for another amount.



Line

No.

Notes:

(1)

10
11

12
13

14

15

16

17

18

19

20

PowerStream Inc.

Revenue Deficiency/Sufficiency

Initial Application
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Per Board Decision

Particulars At Current At Proposed At Current At Proposed At Current At Proposed
Approved Rates Rates Approved Rates Rates Approved Rates Rates
Revenue Deficiency from Below $7,443,273 ($48,350,517) $121,545,305
Distribution Revenue $162,044,558 $162,044,531 $162,044,558 $217,838,321 $- ($121,545,305)
Other Operating Revenue Offsets $9,062,000 $9,062,000 $- $- $- $-
- net
Total Revenue $171,106,558 $178,549,804 $162,044,558 $169,487,804 $- $-

Operating Expenses
Deemed Interest Expense
Total Cost and Expenses

Utility Income Before Income
Taxes

Tax Adjustments to Accounting
Income per 2009 PILs
Taxable Income

Income Tax Rate

Income Tax on Taxable Income
Income Tax Credits
Utility Net Income

Utility Rate Base

Deemed Equity Portion of Rate
Base

Income/(Equity Portion of Rate
Base)

Target Return - Equity on Rate
Base

Deficiency/Sufficiency in Return
on Equity

Indicated Rate of Return
Requested Rate of Return on
Rate Base
Deficiency/Sufficiency in Rate of
Return

Target Return on Equity
Revenue Deficiency/(Sufficiency)
Gross Revenue
Deficiency/(Sufficiency)

$121,545,305 $121,545,305

$121,545,305

$121,545,305

$121,545,305

$121,545,305

$23,967,373 $23,967,373 - - - -
$145,512,678 $145,512,678 $121,545,305 $121,545,305 $121,545,305 $121,545,305
$25,593,880 $33,037,126 $40,499,253 $47,942,499 ($121,545,305) ($121,545,305)

($20,821,865) ($20,821,865)

($20,821,865)

($20,821,865)

$-

$-

$4,772,015 $12,215,261 $19,677,388 $27,120,634 ($121,545,305) ($121,545,305)
25.19% 25.19% 25.19% 25.19% 25.19% 25.19%
$1,202,204 $3,077,366 $4,957,285 $6,832,447 ($30,620,666) ($30,620,666)
(8627,700) (8627,700) (8627,700) (8627,700) $- $-
$25,019,376 $30,587,481 $36,169,668 ($123,994,950) ($90,924,639) ($123,994,950)
$838,472,595 $838,472,595 $838,472,595 $838,472,595 $838,472,595 $838,472,595
$335,389,038 $335,389,038 $- $- $- $-
7.46% 9.12% 0.00% 0.00% 0.00% 0.00%

9.12% 9.12% 0.00% 0.00% 0.00% 0.00%

1.66% 0.00% 0.00% 0.00% 0.00% 0.00%

5.84% 6.51% 4.31% 0.00% -10.84% 0.00%

6.51% 6.51% 0.00% 0.00% 0.00% 0.00%

-0.66% 0.00% 431% 0.00% 10.84% 0.00%
$30,587,480 $30,587,480 $- $- $- $-
$5,568,104 $1 ($36,169,668) $- $90,924,639 $-

$7,443,273 (1)

($48,350,517) (1)

$121,545,305 (1)

Revenue Deficiency/Sufficiency divided by (1 - Tax Rate)



%’_‘ Ontario Energy Board

REVENUE REQUIREMENT
WORK FORM

Version 2.20

PowerStream Inc.

Revenue Requirement

Line Particulars Application Per Board Decision
No
1 OM&A Expenses $83,906,062 $83,906,062 $83,906,062
2 Amortization/Depreciation $35,844,204 $35,844,204 $35,844,204
3 Property Taxes $1,795,039 $1,795,039 $1,795,039
5 Income Taxes (Grossed up) $2,449,645 $2,449,645 $2,449,645
6 Other Expenses $-
7 Return
Deemed Interest Expense $23,967,373 $- $-
Return on Deemed Equity $30,587,480 $- $-
8 Service Revenue Requirement
(before Revenues) $178,549,803 $123,994,950 $123,994,950
9 Revenue Offsets $9,062,000 $- $-
10 Base Revenue Requirement $169,487,803 $123,994,950 $123,994,950
11 Distribution revenue $169,487,804 $- $-
12 Other revenue $9,062,000 $- $-
13 Total revenue $178,549,804 $- $-
14 Difference (Total Revenue Less
Distribution Revenue Requirement
before Revenues) $1 (1) ($123,994.950) (1) ($123,994 950) (1)
Notes
1) Line 11 - Line 8
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PowerStream Inc.

Bill Impacts - Residential (1)

" Application of New Loss Factor to all applicable items

Monthly Service Charge
Smart Meter Rate Adder
Service Charge Rate Adder(s)
Service Charge Rate Rider(s)
Distribution Volumetric Rate
Low Voltage Rate Adder
Volumetric Rate Adder(s)
Volumetric Rate Rider(s)
Smart Meter Disposition Rider
LRAM & SSM Rate Rider
Deferral/Variance Account
Disposition Rate Rider

Sub-Total A - Distribution
RTSR - Network

RTSR - Line and Transformation
Connection

Sub-Total B - Delivery
(including Sub-Total A)
Wholesale Market Service
Charge (WMSC)

Rural and Remote Rate
Protection (RRRP)

Special Purpose Charge
Standard Supply Service Charge
Debt Retirement Charge (DRC)
Energy

Total Bill (before Taxes)

HST

Total Bill (including Sub-total
B)

Ontario Clean Energy Benefit
(OCEB)

Total Bill (including OCEB)

Loss Factor (%)

Notes:
(1): Enter existing and proposed total loss factor (Secondary Metered Customer < 5,000 kW) as a percentage.

Consumption kWh

Charge Unit
monthly
monthly
monthly
monthly
per kWh
per kWh
per kWh

per kWh
per kWh

per kWh
per kWh

per kWh
monthly
per kWh
per kWh
per kWh

Note 1

REVENUE REQUIREMENT
WORK FORM

Version 2.20

© Application of new Loss Factor to Delivery Items Only

Current Board-Approved Proposed Impact
Rate Volume | Charge Rate Volume | Charge %
%) %) %) %) $ Change| Change
$ 11.9900 1% 11.99 $ 13.5700 11$ 1357 $ 158 13.18%
$ 1.2800 118 128 118 - -$ 1.28 [-100.00%
11$ - $ 0.2000 11$ 0.20 $ 020
$ 0.1400 1% 014 118 - -$ 0.14 [-100.00%
$ 0.0135 800/ $ 10.80 $ 0.0151 800/ $ 12.08 $ 1.28 11.85%
$ 0.0001 800|$ 0.08]||$ 0.0003 800[$ 024 | ($ 0.16 | 200.00%
-$ 0.0004 800|-$ 0.32 800| $ - $ 0.32(-100.00%
800( $ - 800| $ - $ -
800( $ - 800| $ - $ -
800 $ - 800| $ - $ -
800 $ - 800 $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ 23.97 $ 26.09 $ 212 8.84%
$ 0.0073 823.92|$ 6.01||$ 0.0071 8276|$ 588| (% 0.14 -2.31%
$ 0.0027 823.92| $ 222 $ 0.0032 827.6($ 2.65 $ 042 19.05%
$ 3221 $ 3461 $ 241 7.47%
$ 0.0052 823.92| $ 4.28 $ 0.0052 827.6($ 4.30 $ 0.02 0.45%
$ 0.0011 823.92| $ 0.91 $ 0.0011 827.6($ 0.91 $ 0.00 0.45%
$ - 823.92| $ - $ - 827.6($ - $ -
$ 0.2500 118 025(|$ 0.2500 118 025]|% - 0.00%
$ 0.0070 800| $ 5.60 $ 0.0070 800| $ 5.60 $ - 0.00%
$ 0.0762 823.92|$ 6275||$ 0.0762 8276|$ 63.03||$ 0.28 0.45%
$ - $ - $ -
$ - $ - $ -
$ 106.00 $ 108.71 $ 271 2.56%
13% $ 13.78 13% $ 1413]|]$ 035 2.56%
$ 119.78 $ 122.84 $ 3.06 2.55%
-10% -$  11.98 -10% -$ 12.28| |- 0.30 2.50%
$ 107.80 $ 110.56 $ 276 2.56%
3a5%

(2) The weighted average commodity charge is used in this template, so the results will be comparable with
the calculation when two tier prices are used.There is a small rounding difference to Appendix 2-V.

(3) These Bill Impacts are for PowerStream South rate zone




REVENUE REQUIREMENT
WORK FORM

Version 2.20

PowerStream Inc.

Bill Impacts - Residential (2)

C Application of New Loss Factor to all applicable items ' Application of new Loss Factor to Delivery Items Only

Consumption kWh

Current Board-Approved Proposed Impact
Rate Volume | Charge Rate Volume | Charge %
Charge Unit $) %) $) %) $ Change| Change
1 Monthly Service Charge monthly $ 15.3400 1% 1534 $ 13.5700 11$ 1357 | |- 1.77 | -11.54%
2 Smart Meter Rate Adder monthly 1% - 11$ - $ -
3 Service Charge Rate Adder(s) monthly 1% - $ 0.2000 11$ 020]|$ 020
4 Service Charge Rate Rider(s) monthly $ 1.7800 18 178 118 - -$ 178 [-100.00%
5 Distribution Volumetric Rate per kWh $ 0.0137 800|$ 10.96 $ 0.0151 800/ $ 12.08 $ 112 10.22%
6 Low Voltage Rate Adder per kWh $ 0.0008 800( $ 0.64 $ 0.0003 800| $ 024 | |-$ 040 -62.50%
7 Volumetric Rate Adder(s) per kWh 800( $ - 800( $ - $ -
8 Volumetric Rate Rider(s) per kWh -$ 0.0006 800|-$ 0.48 800 $ - $ 0.48 [-100.00%
9 Smart Meter Disposition Rider per kWh 800| $ - 800( $ - $ -
10 LRAM & SSM Rate Rider per kWh $ 0.0004 800( $ 0.32 $ 0.0004 800| $ 0.32 $ - 0.00%
11 Deferral/Variance Account per kWh -$ 0.0006 800(-$ 048 | |-$ 0.0006 800(-$ 0.48 $ - 0.00%
Disposition Rate Rider
12 Deferral/Variance Account per kWh $ - $ 0.0008 800( $ 0.64 $ 064
Disposition Rate Rider
13 $ - s - $ -
14 $ - $ - $ -
15 - - -
16 Sub-Total A - Distribution 28.08 26.57 | |- 1.51 -5.38%
17 RTSR - Network per kWh $ 0.0069 845.2 5.83 $ 0.0071 827.6 5.88 0.04 0.76%
18 RTSR-Line and Transformafion . perkiifh $ 00054 | 8452|5 4.56||$ 00032| 827.6|$ 265 | 192| -41.97%
Connection
19 Sub-Total B - Delivery $ 3848 $ 3509]||$ 338 -8.79%
(including Sub-Total A)
20 Wholesale Market Service per kWh $ 0.0052 8452 $ 4.40 $ 0.0052 827.6| $ 430 [-$ 0.09 -2.08%
Charge (WMSC)
21 Rural and Remote Rate per kWh $ 0.0011 8452 $ 0.93 $ 0.0011 827.6| $ 091 | |-$ 0.02 -2.08%
Protection (RRRP)
22 Special Purpose Charge per kWh 8452 $ - $ - 8276\ $ - $ -
23 Standard Supply Service Charge monthly $ 0.2500 11$ 025||$ 0.2500 1% 025]|% - 0.00%
24  Debt Retirement Charge (DRC)  per kWh $ 0.0070 800 $ 5.60 $ 0.0070 800| $ 5.60 $ - 0.00%
25 Energy per kWh $ 0.0757 8452($ 63.98 $ 0.0757 8276|$ 6265| [ 133 -2.08%
26 $ - $ - $ -
27 - - -
28 Total Bill (before Taxes) 113.63 108.81 | |- 4.82 -4.25%
29 HST 13% 14.77 13% 14.14 | |- 0.63 -4.25%
30 Total Bill (including Sub-total 128.40 122.95 | |- 5.45 -4.24%
B)
31 Ontario Clean Energy Benefit -10% - 12.84 -10% -$ 1230||$ 054 -4.21%
(OCEB)
32 Total Bill (including OCEB) $ 115.56 $ 11065 |- 4.91 -4.25%
33 Loss Factor (%) Note 1
Notes:

(1): Enter existing and proposed total loss factor (Secondary Metered Customer < 5,000 kW) as a percentage.
(2) The weighted average commodity charge is used in this template, so the results will be comparable with

the calculation when two tier prices are used. There is a small rounding difference to Appendix 2-V.

(3) These Bill Impacts are for PowerStream Barrie rate zone




REVENUE REQUIREMENT
WORK FORM

Version 2.20

PowerStream Inc.

Bill Impacts - General Service < 50 kW (1)

@ Application of New Loss Factor to all applicable items ¢ Application of new Loss Factor to Delivery Items Only

Consumption 2000| kwh

Current Board-Approved Proposed Impact
Rate Volume | Charge Rate Volume | Charge %
Charge Unit 3$) $) $) 3$) $ Change| Change
1 Monthly Service Charge monthly $ 28.6400 1% 2864 |$ 27.9100 1% 2791||-$ 073 -2.55%
2 Smart Meter Rate Adder monthly $ 1.0100 1% 1.01 1% - -$  1.01|-100.00%
3 Service Charge Rate Adder(s) monthly 1% - $ 0.2000 1% 020||$ 020
4 Service Charge Rate Rider(s) monthly $ 3.3700 1% 337 K - -$  3.37 |-100.00%
5 Distribution Volumetric Rate per kWh $ 0.0116 20001 $ 2320 |$ 0.0148 2000{$ 2960 ($ 6.40| 27.59%
6 Low Voltage Rate Adder per kWh $ 0.0001 2000| $ 0.20 $ 0.0003 2000( $ 0.60 $ 0.40 | 200.00%
7 Volumetric Rate Adder(s) per kWh 2000( $ - 2000| $ - $ -
8 Volumetric Rate Rider(s) per kWh -$ 0.0003 2000(-$  0.60 2000| $ - $ 0.60 |-100.00%
9 Smart Meter Disposition Rider per kWh 2000( $ - 2000| $ - $ -
10 LRAM & SSM Rider per kWh 2000| $ - 2000( $ - $ -
11 Deferral/Variance Account per kWh 2000| $ - -$ 0.0012 2000(-$ 240 | |-$ 240
Disposition Rate Rider
12 $ - $ - $ -
13 $ - $ - $ -
14 $ - $ - $ -
15 - - -
16 Sub-Total A - Distribution 55.82 55.91 0.09 0.16%)
17 RTSR - Network per kWh $ 0.0066 2059.8 13.59 $ 0.0065 2069 1345 | |- 0.15 -1.08%
18 RTSR-Line and Transformation  per kWh $ 0.0024 2059.8|$ 494 | |$ 0.0028 2069|$ 579 |$ 085 17.19%
Connection
19 Sub-Total B - Delivery $ 74.36 $ 75.15 $ 079 1.07%
(including Sub-Total A)
20 Wholesale Market Service per kWh $ 0.0052 2059.8|$ 10.71| | $ 0.0052 2069/ $ 1076 [ [$ 0.05 0.45%
Charge (WMSC)
21 Rural and Remote Rate per kWh $ 0.0011 2059.8|$ 227||$ 0.0011 2069|$ 228 ($ 0.01 0.45%
Protection (RRRP)
22 Special Purpose Charge per kWh 2059.8| $ - 2069| $ - $ -
23 Standard Supply Service Charge monthly $ 0.2500 1% 025]|$ 0.2500 1% 025||$ - 0.00%
24 Debt Retirement Charge (DRC)  per kWh $ 0.0070 2000( $ 14.00||$ 0.0070 2000|$ 14.00( (% - 0.00%
25 Energy per kWh $ 0.0833 2059.8| $ 171.50 $ 0.0833 2069( $ 172.26 $ 077 0.45%
26 $ - $ - $ -
27 - - -
28 Total Bill (before Taxes) 273.08 274.70 1.62 0.59%)
29 HST 13% 35.50 13% 35.71 0.21 0.59%
30 Total Bill (including Sub-total 308.58 310.41 1.83 0.59%
B)
31 Ontario Clean Energy Benefit -10% -$  30.86 -10% -$ 31.04||-$ 018 0.58%)
(OCEB)
32 Total Bill (including OCEB) $ 277.72 $ 279.37 $ 1.65 0.59%|
33 Loss Factor &
Notes:

(1): See Note (1) from Sheet 10A. Bill Impacts - Residential

(2) The weighted average commodity charge is used in this template, so the results will be comparable with
the calculation when two tier prices are used. There is a rounding difference to Appendix 2-V.

(3) These Bill Impacts are for PowerStream South rate zone




REVENUE REQUIREMENT
WORK FORM

Version 2.20

PowerStream Inc.

Bill Impacts - General Service < 50 kW (2)

@ Application of New Loss Factor to all applicable items ¢ Application of new Loss Factor to Delivery Items Only

Consumption 2000| kwh

Current Board-Approved Proposed Impact
Rate Volume | Charge Rate Volume | Charge %
Charge Unit 3$) $) $) 3$) $ Change| Change
1 Monthly Service Charge monthly $ 16.1100 1% 1611]|$ 27.9100 1% 2791||$ 1180 73.25%
2 Smart Meter Rate Adder monthly 1 $ - 1% - $ -
3 Service Charge Rate Adder(s) monthly $ 4.7300 118 473||$ 0.2000 1% 020||-$ 453 -9577%
4 Service Charge Rate Rider(s) monthly 1% - 1% - $ -
5 Distribution Volumetric Rate per kWh $ 0.0164 2000 $ 3280 |$ 0.0148 2000($ 2960 |-$ 3.20 -9.76%
6 Low Voltage Rate Adder per kWh $ 0.0007 2000| $ 1.40 $ 0.0003 2000( $ 060 | |-$ 0.80| -57.14%
7 Volumetric Rate Adder(s) per kWh 2000( $ - 2000| $ - $ -
8 Volumetric Rate Rider(s) per kWh -$ 0.0004 2000(-$  0.80 2000| $ - $ 0.80 |-100.00%
9 Smart Meter Disposition Rider per kWh 2000( $ - 2000| $ - $ -
10 LRAM & SSM Rider per kWh $ 0.0007 2000| $ 1.40 $ 0.0007 2000( $ 1.40 $ - 0.00%
11 Deferral/Variance Account per kWh -$ 0.0004 2000|-$ 0.80 | [-$ 0.0004 2000(-$ 080 |$% - 0.00%
Disposition Rate Rider
12 Deferral/Variance Account per kWh $ - -$ 0.0009 2000(-$ 180 | [-$ 1.80
Disposition Rate Rider
13 $ - $ - $ -
14 $ - $ - $ -
15 $ - $ - $ -
16 Sub-Total A - Distribution $ 5484 $ 5711||S$ 227 4.14%)|
17 RTSR - Network per kWh $ 0.0063 2113|$ 13.31 $ 0.0065 2069|$ 1345 ($ 0.14 1.03%
18 RTSR - Line and Transformation per kWh $ 0.0048 2113|$ 1014 | | $ 0.0028 2069|$ 579 | |-$ 4.35| -42.88%
Connection
19 Sub-Total B - Delivery $  78.29 $ 76.35| [ 1.94[ -2.48%
(including Sub-Total A)
20 Wholesale Market Service per kWh $ 0.0052 2113|$  10.99 $ 0.0052 2069($ 1076 | |-$ 0.23 -2.08%
Charge (WMSC)
21 Rural and Remote Rate per kWh $ 0.0011 2113| $ 2.32 $ 0.0011 2069 $ 228 | |-$ 0.05 -2.08%
Protection (RRRP)
22 Special Purpose Charge per kWh 2113( $ - 2069 $ - $ -
23 Standard Supply Service Charge monthly $ 0.2500 1% 025]|$ 0.2500 1% 025||$ - 0.00%
24 Debt Retirement Charge (DRC)  per kWh $ 0.0070 2000/ $ 14.00 $ 0.0070 2000( $ 14.00 $ - 0.00%
25 Energy per kWh $ 0.0834 2113( $ 17619 | | $ 0.0834 2069| $ 17252 | [-$ 3.67 -2.08%
26 $ - $ - $ -
27 $ - $ - $ -
28 Total Bill (before Taxes) $ 282.05 $ 276.16 | |-$_ 5.89 -2.09%)
29 HST 13% $ 36.67 13% $ 3590|1[$ 077 -2.09%
30 Total Bill (including Sub-total $ 318.71 $ 312.06 | [-$ 6.65 -2.09%
B)
31 Ontario Clean Energy Benefit -10% -$  31.87 -10% -$ 3121||$ 0.66 -2.07%)
(OCEB)
32 Total Bill (including OCEB) $ 286.84 $ 28085 | |- 5.99 -2.09%
33 Loss Factor @
Notes:
(1): See Note (1) from Sheet 10A. Bill Impacts - Residential
(2) The weighted average commodity charge is used in this template, so the results will be comparable with
the calculation when two tier prices are used. There is a rounding difference to Appendix 2-V.
(3) These Bill Impacts are for PowerStream Barrie rate zone
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Filed May 4, 2012

BUSINESS PLANNING AND BUDGETING PROCESS
Introduction

PowerStream commences its annual business planning and budgeting process in the first
guarter of each year. The outcome of this process is a detailed budget for the two upcoming
years (the “Two Year Budget”) and a more general plan for the three subsequent years,
collectively called “the Five Year Budget Outlook”. Upon final approval by the Board of
Directors in December, the Five Year Budget Outlook serves as a guideline and a basis for
PowerStream’s operating and capital activities. More specifically the first year of the Five Year
Budget Outlook serves as the reporting budget for the upcoming year. The second year of the
budget underpins the “test year” in a cost of service rate application, when one is scheduled.
The Five Year Budget Outlook is reviewed and updated each year.

Business Planning Philosophy

PowerStream makes a concerted effort to ensure that a corporate strategy is in place and that
activities in the organization are aligned with this strategy. The “balanced scorecard” approach
has been adopted for communication of the corporate strategy and for the measurement of
results. The “balance” comes from the recognition that although the organization needs to
make a financial return, there are other perspectives that are equally as important. For

PowerStream, the four perspectives are:
¢ ‘“Foundation” — people, health and safety, and the proper use of technology;
o “Processes” — process improvement, advocacy and good corporate governance;

e “Customers” — reliable service and excellent customer service; and

e ‘“Financial” — achieve the OEB-allowed rate of return and pursue appropriate growth

opportunities.

PowerStream uses a Strategy Map (Figure 1) as a means to communicate corporate strategy
using a single page. The Strategy Map is read from bottom to top:

¢ The company’s values underpin the four perspectives noted above;

2013 Electricity Distribution Rates Application
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e A sound Foundation, good Processes and good Customer Service should lead to

acceptable Financial Results; and

e The four perspectives, considered as a whole, should enable PowerStream’s Mission

and Vision to be fulfilled.

2013 Electricity Distribution Rates Application
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Figure 1
PowerStream Strategy Map
STRATEGIC THEME VISION: We will be a socially responsible company, committed to the environment and sustainable growth, STRATEGIC THEME
Deliver Better Results leading the way into the future with boldness, innovation and industry best in class performance. Deliver Profitable Growth
MISSlON To deliver reliable nower and related services c:\fnl\l and nfﬁmpntlu to support our customers'
quality of life, and to prowde value to our shareholders and the communities we serve.
= F1 - Provide an Optimized F2 - Develop New Revenue
% Rate of Return - [EMT] Streams - [BB MB )
=
L Deliver the budgeted net income and rate of Pursue Business Growth Opportunities
return Implement the Solar PV business plan
- C1 - Provide Professional C2 - Foster Conservation and
x Customer Service - [EMT] Sustainability - [MB DN]
=
g Improve service levels and customer focus Implement and continue to develop the four year CDM
= Improve reliability plan
I1 - Optimize Core Business 12 - Continue Proactive and I3 - Practice Good
g Processes - [DN, EOC] Positive Advocacy - [BB JG] Governance - [BB DN JG]
9]
o} - ) Align advocacy with business strategy and Provide governance education & training
8 _Prlontlze and execute cross functional process continue advocacy activities Implement shareholder communication
o improvements plans
E1 - Be a Best-In-Class E2 - Ensure a Safe and E3 - Build Integrated Technology
= Employer - [DN MH] Healthy Workplace - [DN MH] Platforms - [BB DN MH]
(@]
= Improve Employee Satisfaction
g Implement the relevant actions from the Improve Health and Safety
% Journey to Excellence Implement planned IS initiatives
8 Develop a Skilled and Engaged workforce Implement planned Smart Grid initiatives
Continue to Develop and implement a Implement planned CIS initiatives
Succession Plan
Develop a Workforce Plan

C

Values: RESPECT, TEAMWORK, PERFORMANCE, ACCOUNTABILITY, INITIATIVE

)

2013 Electricity Distribution Rates Application
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Planning Cycle

The annual business planning and budgeting process starts early in the year with the Board of
Directors revisiting the corporate strategy (which could lead to changes to the Strategy Map).
Operating and capital budgets are then prepared that align with and support the corporate
strategy. At the end of the year, the Five Year Budget Outlook is presented to the Board of

Directors for approval. The timeline is further outlined in Table 1, below:

Table 1: Annual Business Planning and Budget Process Cycle

Timeline Activity

February/March Executive Management Team (“EMT”) and Board of Directors hold a
Strategic Planning Session and establish and re-affirm or adjust the
corporate strategy. There may be some resulting edits to the
Strategy Map.

April/May The corporate strategy is communicated to the organization through
the use of the Strategy Map.

June There is an official “kick-off” of the budget process.

July to September Detailed budgets for 2012 and 2013 are prepared. Forecasts are

prepared for the following three years so that a Five Year Budget
Outlook can be drafted.

September The Audit & Finance Committee and the Board of Directors are
updated on the status of budget preparation.

October/November The EMT reviews and finalizes the Five Year Budget Outlook.
Business unit leaders are asked to justify their requests. It is not
unusual to have budget cuts to meet the envelope that was
previously approved.

December The Five Year Budget Outlook is presented to the Audit and Finance
Committee and then the Board of Directors for approval.

BUDGET PREPARATION
OM&A Budget
The Corporate Finance department coordinates the development of the OM&A budget.

Templates are provided that have the headcount and associated payroll costs “pre-loaded”.
The approved 2011 staff budget is used as a basis for the determination of staffing

requirements for the 2012 and 2013’ years, i.e. the assumption is that there will be no increase

2013 Electricity Distribution Rates Application
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in headcount. If there are requirements for additional staff, the request must be justified,
supported and aligned with the corporate strategy and supporting objectives, including the risks

to the organization if the position is not filled.
Payroll costs are adjusted for each of 2012 and 2013 based on the following assumptions:

e A 3% annual increase for both union and non-union staff;
e Progression for qualified staff; and
o Payroll benefits added based on recent trends.
Note that non-payroll costs are assumed to increase by 2% annually in 2012 and in 2013.

The 2012 and 2013 budgets are in Modified International Financial Reporting Standards
(“MIFRS").

The end result of the budget process is a detailed budget for 2012 and for 2013. Following the
preparation of this detailed budget, assumptions are used to derive the forecasts for 2014 to

2016 so that the Five Year Budget Outlook can be assembled.

PowerStream’s Operating and Maintenance budget is prepared with the following additional

considerations:

e Asset Condition Assessment studies, required reliability standards, historical failure
rates, environment health and safety regulations, and operating requirements are

analysed,;

e Programs and plans are designed to meet the cyclic maintenance requirements based

on systems operating performance;

e The Operating and Maintenance budget is done at a work order level, allowing better
planning, reporting, productivity and performance monitoring;

e 2011 actual work program spending is considered;

e The work programs costs are developed based on unit inputs such as work hours,

vehicle hours and materials estimates; and

2013 Electricity Distribution Rates Application
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¢ Burdens are applied to the work programs to obtain the full cost of the jobs, based on
pre-determined set of rates. (See Exhibit A3, Tab 1, Schedule 4 for details on the

Burden Process.)

Capital Budget

The capital budget is developed in parallel with the OM&A budget and the process is led by the
Engineering Services Department. A five year plan is completed at the beginning of the year.
Business units that have major capital requirements assemble five year departmental plans
which are later summarized into a Corporate Five Year Plan (Exhibit B2, Tab 2, Schedule 1).
The capital budgeting process builds upon the Corporate Five Year Corporate and as with the
OM&A budget, a detailed two year budget for 2012 and 2013 is prepared.

PowerStream has a robust capital planning process that utilizes software and a multi-
disciplinary review that helps to determine the value and risks associated with a portfolio of
projects. Exhibits B1-1-1 through B-1-3 as well as Exhibits B1-2-1 through B1-2-4 describe the

capital planning process in detail as well as provide key support documents.
OTHER BUDGET AREAS

A number of other areas have a budget for 2012 and 2013 as well as a forecast for 2014 to

2016 in order to underpin the Five Year Budget Outlook:

Distribution Revenue — The Rates and Regulatory department is responsible for the
development of the distribution revenue and cost of power budgets. For the 2012 and 2013
budgets, a forecast of energy sales was developed that used inputs such as expected growth in
the economy, anticipated customer growth, weather normalization and Conservation and
Demand Management (“CDM”) impacts. For the years 2014 to 2016, a high level growth
assumption is assumed. The forecast sales by class, combined with rates by class, determine

distribution revenue. Complete details are in Exhibit C1, Throughput Revenue.

Other Revenue — The budget for Other Revenue (which mainly includes late payment, other
charges and gains or losses loss on disposal of assets) is determined based on past levels and

any known future events. Other Revenue is discussed in Exhibit C2.

2013 Electricity Distribution Rates Application
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Depreciation- The Depreciation budget was determined using new, mostly lower depreciation
rates. This was a result of updated estimates of useful lives for property, plant and equipment
following a study conducted by Kinectrics Inc. Depreciation is addressed in Exhibit D1, Tab 4,
Schedule 1.

Interest and Financing Costs — Interest Expense and Financing costs are calculated based on
the expected level of debt required to meet the planned capital investment level. Interest income
is based on anticipated cash balances. Other aspects include costs related to letters of credit,
lines of credit, and interest on regulatory assets and liabilities. Details are in Exhibit E, Tab 1,
Schedule 4.
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CHANGES IN POLICIES

PowerStream has changed several policies since the last cost of service filing with the Ontario
Energy Board (“OEB”) in 2009 (EB-2008-0244). The majority of the significant changes are with
respect to policies that have changed as a result of the adoption of International Financial
Reporting Standards (“IFRS”).

Major changes to the policies for Burdens and Capitalization are detailed in Exhibit A3, Tab 1,
Schedule 3 and Exhibit A3, Tab 1, Schedule 4 respectively.

In 2009, following the merger of Barrie Hydro and PowerStream a significant number of policies,

procedures and guidelines were harmonized.

ACCOUNTING ORDERS

PowerStream has no outstanding accounting orders from the OEB.
COMPLIANCE WITH THE UNIFORM SYSTEM OF ACCOUNTS

PowerStream has no known issues with compliance to the OEB Uniform System of Accounts.

2013 Electricity Distribution Rates Application
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BURDEN PROCESS
Definition and Application

Burdens are payroll benefits and overhead costs that are indirectly associated with
PowerStream’s work activities. The OEB Accounting Practices Handbook (“APH”) dated July
2007, Article 340 states that “The general method of charging indirect costs should be on a fully
allocated cost basis”. Article 340 uses the term “clearing accounts” to address the application of

burdens.

PowerStream follows the guidelines that are described in the APH. Burdens are applied to
capital, operating and recoverable projects and work activities. The terms burdens, overheads

and clearing accounts are used interchangeably.
Burden Allocation Process Highlights

The burden allocation process ensures PowerStream captures indirect costs and properly
allocates these costs to Operations, Maintenance and Administration (“OM&A”) expenses and
capital accounts based on predetermined rates.

There are five types of burdens used to allocate the overhead costs:
e Payroll Burden

Payroll burden costs include benefit costs such as the employer’s portion of the Canada
Pension Plan, Employment Insurance, OMERS Pension, Employer Health Tax, Workers Safety
Insurance Board premiums and dental and medical plans. Payroll burden rates are applied to

the direct wages based on employee category.
e Stores Burden

Stores burden recovers the cost of operating the warehouse, such as the salaries of warehouse
and purchasing staff assigned to this function. Stores burden is applied to the materials issued

from the warehouse or directly shipped to work sites.

e Vehicle Burden

2013 Electricity Distribution Rates Application
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Vehicle burden rates (in dollars per hour of vehicle use) are developed for the purpose of
recovering the costs for vehicles, such as amortization, repair, maintenance, fuel, and
insurance. Individual rates are developed for major vehicle classifications based on expected

utilization.

e Direct Labour Capitalization Burden

Direct Labour Capitalization (“DLC”) burden, used to be called “Management Labour Burden”,
and applies to capital activities. The DLC burden rate is established to allocate a portion of staff
compensation (including salary and payroll burden) to capital projects based on the results of a
staff survey and interviews. The purpose of the survey and interviews was to determine the
amount of the time that staff spent on capital related work, not otherwise directly charged to

specific capital work orders.

e Engineering Burden

The engineering burden recovers the management costs and operating costs for the
engineering, operations and construction areas. Engineering burden is charged to each work
order at a rate of 60% based on the payroll and contract labour costs incurred on the work
order. This burden is being eliminated under International Financial Reporting Standards
(“IFRS") as outlined below.

Burden Allocation Procedure

Burden rates are used to allocate the indirect costs such as payroll benefits, fleet and stores
overhead costs to OM&A expenses and capital spending. Due to the implementation of
modified IFRS (“MIFRS”), the burden process has been modified and the rates updated.
PowerStream has also reviewed its allocation procedures in order to be compliant with MIFRS.

As a result, the burden procedures have been adjusted effective January 1, 2012.
A summary of the major changes to the burden rates is shown below:

e Payroll burden rate for “Outside A” reduced from 80% to 70%

o Payroll burden rate for “Outside B” changed from 40% to 35%

2013 Electricity Distribution Rates Application
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e Store burden rate changed from 15% to 10%
¢ Vehicle burden rate reduced by about 30%, overall for all vehicles
e Direct labour capitalization rate changed from 6% to 10%

e Engineering burdens are eliminated

For a more detailed discussion of the impact of IFRS on burdens please see Exhibit A3,
Schedule 1, Tab 5.

o Payroll Burden

Payroll burden rates are applied to the direct wages based on the different characteristics that

define various PowerStream work groups.

Outside A: includes union staff from Lines, Inspection & Locates, Metering, Station

Maintenance, and Protection & Control areas.

This work group’s wages are charged against a work order. The work order may be capital in
nature or an operations, maintenance or administrative expense. The 2012 payroll burden rate
for this class of employees is 70%. The burden rate is applied to the wages and the resulting

dollar amount is charged to the same work order to reflect the full compensation cost.

PowerStream decreased its payroll burden rates from 80% to 70% for 2012 due to the impact of
MIFRS. As required under MIFRS, some of the payroll burden costs are not directly attributable

to capital activity and therefore these costs must be expensed directly to OM&A.

Outside B: includes union staff in Mechanics, Control Room, and Building Maintenance &
Stores. The “Outside A” and “Outside B” categories are used to distinguish between staff
directly involved in capital or operations and maintenance activities (“A”) , as opposed to those

who perform more of a supporting role (“B”).

Burden rates for “Outside A” staff are higher than “Outside B” in order to reflect sick time,
vacation, training and safety meetings charged to the payroll burden pool and allocated only to
“Outside A” employees and for hours spent on capital, operating and maintenance work. The

cost of small tools and safety items is also included in this burden pool.

2013 Electricity Distribution Rates Application
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For all other employee categories, the costs related to sick time, vacation, training and safety
meetings are charged directly to their specific expense account (e.g. Billing and Collecting) and

are not included in the payroll burden pool.

Inside & Management: This group includes union and management staff in administrative areas
such as Billing and Collection, Finance, Accounting, Legal, Information Services and
Engineering. As an illustration, “Inside” billing staff wages are charged to the Billing and
Collecting expense category. A payroll burden rate of 35% is applied to these wages and then

charged to the Billing and Collection expense category to reflect the full compensation cost.

The burden rates applied to the wages of PowerStream’s different payroll categories are shown

in Table 1, below.

Table 1: Payroll Burden Rates

Payroll Categories 2011 Rates 2012 — 2013 Rates
GAAP IFRS
“Outside A”
Lines, Inspection & Locates, Metering
Station Maintenance, Protection & 80% 70%
Control
“Outside B”
Mechanics, Control Room, Building 40% 35%
Maintenance & Stores
Inside and Management 40% 35%
Temporary, Student & Board 10% 10%

2013 Electricity Distribution Rates Application
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e Stores Burden

In 2012 PowerStream decreased its stores burden rate due to the impact of MIFRS. The 2012
and 2013 stores burden rate is 10% for materials issued from the warehouse. The stores
burden rate on direct shipments is 5% to reflect the lower use of stores and purchasing

resources.
Table 3 below shows the Stores Burden Rates.

Table 3: Stores Burden Rates

Stores Burden 2011 Rates 2012 - 2013 Rates
GAAP IFRS

Warehouse Issue 15% 10%

Direct Shipment 5% 5%

e Vehicle Burden

The vehicle charges are based on vehicle timesheets that are prepared by the “Outside A”
employees which identify the vehicle, number of hours, the work order and the capital or O&M
cost category to be charged. The vehicle rate is based on the classification of the vehicle being

used.

PowerStream decreased its vehicle rates due to the impact of MIFRS. It was determined that
some of the cost components cannot be allocated to capital and therefore must be expensed
directly to OM&A.

Vehicle Burden Rates are shown in Table 4 below.

2013 Electricity Distribution Rates Application
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Table 4: Vehicle Burden Rates ($ per hour)

Vehicle Classification 2011 Rates 2012- 2013 Rates
GAAP IFRS
HO1 Car 13.09 12.66
HO2 Trailers 21.62 20.92
HO3 % Ton Pick Up 15.93 15.41
HO4 1 Ton Pickup 18.21 17.62
HO5 %2 Ton Van 15.14 14.64
HO06 % Ton Pickup 15.14 14.64
HO7 1 Ton Van 23.67 22.90
HO08 Dump Truck 44.38 42.94
HO09 Fork Truck 31.86 30.83
H10 1.5 Ton Pick Up 36.42 35.23
H11 Tension Machine 30.16 29.18
H12 Single Bucket Truck 46.94 45.41
H13 Flat Bed Truck 42.77 41.37
H14 Digger 61.93 59.91
H15 Double Bucket Truck 52.76 51.04

e Engineering Burden

The Engineering burden pool costs includes the management payroll costs and operating
expenses for the engineering, operation and construction areas. A 60% engineering burden
rate was applied to work orders in order to recover these costs. However, under MIFRS, these
costs are being removed from the Engineering burden pool and allocated to the capital projects
through the Direct Labor Capitalization burden where a portion of the management payroll costs
are related to capital activity, with the remaining balance are being expensed. As a result, the

Engineering Burden has been eliminated.
e Direct Labour Capitalization Burden

The DLC pool includes a portion of an employee’s salary when it is determined by management
that these employees spend a portion of their time on capital projects and a portion of their time

on other projects. The portion that is related to capital is removed from OM&A and added to a

2013 Electricity Distribution Rates Application
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pool of costs. In order to allocate the pool costs to the capital projects, a burden rate of 10% is
applied to the overall capital work order costs. The DLC burden rate was increased from 6% to
10% in 2012 due to the elimination of the Engineering Burden under MIFRS and stated above.

This rate is reevaluated annually, and the allocation percentage is updated accordingly.
Over/Under Absorption of Burdens

All payroll benefit and overhead burden rates are applied through PowerStream’s JD Edwards
accounting system. The rates are applied against the incremental monthly costs such that the
applied burdens are charged to the same OM&A or capital cost categories. The same offsetting

amount is applied against the burden cost pool.

Any over or under applied balance in the burden pools, after application of the burdens, is
allocated monthly to the applicable capital and OM&A accounts on a proportional basis.

The burden results are reviewed and analyzed on a monthly basis. During the annual budget
time, burden rates are reviewed and assessed based on the OM&A and capital budget. This is
to ensure that the burden rates are appropriate in order to fully allocate the overheads to work

activities.

2013 Electricity Distribution Rates Application
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CAPITALIZATION AND DEPRECIATION POLICY
Overview

PowerStream follows capitalization policies and principles that are based on International
Financial Reporting Standards (“IFRS”), in particular International Accounting Standard (“IAS”)
16 Property, Plant and Equipment, and guidelines set out by the OEB in the OEB Board Report

on Transition to IFRS.

PowerStream capitalizes interest on funds for construction using the weighted average interest
rate on borrowings outstanding during the period for 2011 and onwards. Previously, the OEB’s

prescribed interest rate was used.

Capital assets are depreciated using the straight line method of depreciation. PowerStream has
undertaken its own depreciation study with Kinectrics to determine the economic life of assets
as required under IFRS. The useful lives determined are in line with the OEB depreciation

study. In general the useful lives have been extended as a result of the study.

Please refer to Exhibit A3, Tab 1, Schedule 5 for more details on PowerStream’s transition to
IFRS.

CAPITALIZATION POLICY

There are two main types of capital projects: distribution system assets (categorized as

sustainment, development and operations) and information system assets.
Distribution System Assets
° Definition of Cost
IFRS defines a capital asset as items that:
1. are held for use in production or supply of goods or services, for rental to others, or for

administrative purposes; and

2. are expected to be used for more the one period (i.e. life expectancy of 1 year or more).

2013 Electricity Distribution Rates Application
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Under IFRS, in order to qualify for capitalization a minimum purchase value of $1,000 is no
longer required. Alternatively, the capital purchase needs to be assessed on whether it relates
to a repair or a replacement. A repair relates to maintenance of an item, whereas replacement
relates to an entire asset or part being removed and a new asset or part being installed. Further

guidance and examples are provided below.
Cost of the item budgeted should include:

o Purchase price (i.e. materials, labour, vehicle, etc)

« Import duties

« Non-refundable purchase taxes after deducting trade discounts and rebates
o Cost of site preparation

« Initial delivery and handling costs

« Installation and assembly costs

o Costs of testing materials to ensure they are working correctly when purchased not
when installed (i.e. testing costs that occur after the asset is installed cannot be
capitalized)

o Professional fees (i.e. lawyers fees)
The cost of an item shall not include:

« Advertising or promotional costs
o Training costs
« Administrative and other general overhead

« Costs to redeploy or relocate an item (i.e. physically relocate the same item from one
location to another location)

« Maintenance costs

Example 1: If there is a budget to construct an asset and the following costs are included on the

invoice:

« Materials, labour, vehicle = $100,000
o Training costs = $10,000
« External feasibility study = $5,000

e Ongoing maintenance = $15,000

2013 Electricity Distribution Rates Application
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Total cost of the project = $130,000.

Under IFRS only $100,000 (i.e. materials, labour and vehicle) could be included in the capital
budget, the remaining costs would be included in the OM&A budget.

° Maintenance vs. Replacement

Under IFRS maintenance costs are required to be expensed, however asset replacement costs

are required to be capitalized and included in the capital budget.

Example 2: A crew is dispatched as a result of an emergency call. If they repair the asset then
this would be considered as an OM&A cost; if they have to remove the asset and replace it with

a new one, then this would be considered as a capital cost.

Example 3: A “betterment” projects which involve testing a pole and then replacing the pole.
This project would need to be separated into what relates to maintenance and what relates to
replacement. Testing of the pole relates to maintenance and the new pole relates to
replacement. The testing would be considered OM&A and the replacement would be

considered capital.
Information System Assets

For information system projects which include software, hardware, website development, etc.,
investments are classified as intangible assets under IFRS and as a result only certain types of

costs can be capitalized or included in the capital budget:

Cost Capitalize Capitalize under Comments for IFRS
under IFRS CGAAP
Purchase price | Yes Yes This can include materials,

labour, vehicle, import
duties, non-refundable
purchase taxes after
deducting trade discounts
and rebates, cost of site
preparation, initial delivery
and handling costs,
installation and assembly
costs, costs of testing
materials to ensure they are
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Cost

Capitalize
under IFRS

Capitalize under
CGAAP

Comments for IFRS

working correctly when
purchased not when
installed, professional fees
(i.e. lawyers fees)).

Capital
upgrades

Yes — but please
note the
exceptions
under the
comments
section.

Yes

Need to prove that capital

upgrades are:

¢ Identifiable —
expenditure on upgrade
activities is capable of
being separated in
connection with the
related software asset.

e Non-monetary in
substance — upgrade
expenditure is not
money held, nor an
asset to be received in
fixed or determinable
amounts of money.

e Control — such
expenditure does not
merely maintain existing
future economic benefits
but rather gives rise to
additional future
economic benefits
through significant
increases in functionality
which creates operating
efficiencies and thus
cost savings.

Consultant and
professional
fees

Yes

Yes

Consultant and professional
fees incurred for design,
programming and
installation of new/upgrade
system.

Data costs

Yes

Yes

Need to prove that data

costs meet the following

criteria:

¢ Identifiable —
Expenditure on data
costs is capable of being
separated in connection
with the related software
asset.

2013 Electricity Distribution Rates Application



EB-2012-0161
PowerStream Inc.
Exhibit A3

Tab 1

Schedule 4

Page 5 0f 8

Filed May 4, 2012

Cost

Capitalize
under IFRS

Capitalize under
CGAAP

Comments for IFRS

e Non-monetary in
substance — Data costs
are not money held, nor
an asset to be received
in fixed or determinable
amounts of money.

e Control — Such
expenditure does not
merely maintain existing
future economic benefits
but rather gives rise to
additional future
economic benefits by
providing current
information and viewing
capability of the service
area. This creates
operating efficiencies
and thus cost savings.

Report writing

No

Yes

Report writing would be
required to be budgeted
under the OM&A budget.
This could include
consultant and professional
fees incurred for report
writing.

Support costs

No

Yes

Support costs from the
vendor are not allowed to be
capitalized. These costs
must be included in the
OM&A budget.

Maintenance
fees

No

Yes

Maintenance costs would
need to be separated out
from the vendors invoice
and included in the OM&A
budget as an expense.

Research costs
associated with
the capital
upgrades

No

Yes

Any research or due
diligence performed prior to
the upgrade must be
included in the OM&A
budget and expensed.

Training

No

Yes

Training provided by the
vendor must be separated
out from the cost of the
asset and included in the
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Cost

Capitalize
under IFRS

Capitalize under
CGAAP

Comments for IFRS

OM&A budget as an
expense.

Example 4: An invoice is received from a vendor, and included on that invoice is the following:

Cost of software - $50,000
Installation costs - $5,000

Support costs after implementation - $2,000

Training of staff on software - $1,000

Ongoing maintenance - $30,000

Total cost on the invoice is $88,000.

Under IFRS the $55,000 (i.e. cost of software and installation costs) would be in the capital

budget as capital costs and $33,000 would be in the OM&A budget to be expensed.

Example 5: The upgrade of JDE software has to be separately identifiable from the original JDE

software which is being upgraded as the upgrade would be classified as capital and have a

different useful life.

2013 Electricity Distribution Rates Application
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Capital assets are depreciated using the straight line method of depreciation. PowerStream has

undertaken its own depreciation study with Kinectrics to determine the economic life of assets

as required by IFRS. The useful lives determined are in line with the OEB depreciation study.

In general the useful lives have been extended as a result of the study.

The following are the methods of depreciation and useful lives of PowerStream’s assets:

Capital Asset CGAAP Useful life IFRS Useful life
Building and Fixtures- TS and MS 50 40
Building Structure 50 40
Transformer Stations 40 40
Power Transformer 40 40
Tap Changer 40 25
Switch Gear and Relays 40 30
Protection and Control System 40 20
230 KV Bus & Equipment Support Steel Structure 40 40
Grounding System 40 40
Distribution Stations 30 30
Power Transformer 30 40
Switch Gear 30 30
Protection and Control System 30 20
Poles, Towers & Fixtures 25 40
Overhead (“O/H”) Conductors & Devices 25 40
Underground (“U/G”) Conduit 25 40
U/G Conductors & Devices 25 45
O/H Transformers 25 40
U/G Transformers 25 30
O/H Services 25 40
U/G Services 25 25
Meters 25 25
Interval Meters 25 15
Smart Meters 15 15
Street Lighting 25 25
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Capital Asset CGAAP Useful life IFRS Useful life
Building & Fixtures 50 50
Cityview- Structural 50 50
Cityview- Other 50 50
Barrie Hydro Building- Structural 50 50
Barrie Hydro Building- Other 50 50
Leasehold Improvements 10 10
Leasehold Improvements- JOC/Cochrane 2 2
Office Furniture & Equipment 10 10
Computer Hardware 5 5
Desktops/Laptops (includes immaterial monitors) 5 4
Servers (including servers and SAN) 5 5
MFP's (including all printers) 5 5
Switches/Routers 5 6
Computer software 3 4
Transportation
Heavy Vehicles 8 12
Light Vehicles 5 7
Trailers 5 22
Stores Equipment 10 10
Tools, Shop & Garage 10 10
Communication Equipment 10 6
Wireless Communication Devices 3 3
System Supervisory Equipment 15 15
RTU 15 15
Display Wall 15 10
Sentinel Light 25 25
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INTERNATIONAL FINANCIAL REPORTING STANDARDS
Introduction

PowerStream has filed this rate application using Modified International Financial Reporting
Standards (“MIFRS”) for the years 2011 to 2013. MIFRS is encompassed within
PowerStream’s transition to International Financial Reporting Standards (“IFRS”).

In simple terms, MIFRS is a “subset” of IFRS that fulfils the OEB’s rate filing and reporting
requirements. The difference between IFRS and MIFRS is that IFRS does not recognize rate
regulated accounting (i.e., regulatory assets and liabilities) but MIFRS does. Adopting IFRS

was a significant undertaking for PowerStream.

IFRS is the accounting standard that PowerStream was required to adopt based on the ruling of
the Accounting Standards Board of Canada (“AcSB”) which in 2008 prescribed that publicly
accountable entities are required to transition to IFRS by 2012. As a result, PowerStream
initiated a project to adopt IFRS. IFRS, as prescribed by the International Accounting Standards
Board (“IASB”) are intended to provide transparency and comparability in a global context.
Over one hundred countries worldwide have adopted IFRS or have committed to the conversion
to IFRS.

Table 1 below highlights the changes to PowerStream’s balance sheet and income statement
that result from MIFRS starting in 2011. These changes are described in more detail in this
exhibit.

2013 Electricity Distribution Rates Application



EB-2012-0161
PowerStream Inc.
Exhibit A3

Tab 1

Schedule 5

Page 2 of 27
Filed May 4, 2012

Table 1: MIFRS — Impacts on Balance Sheet and Income Statement

weighted average interest rate from
borrowings outstanding during the
period. Projects that are greater than 4
months will include interest
capitalization.

by $0.3M

Area MIFRS Jan 1, 2011 Dec 31, 2011 Dec 31, 2011
Opening Balance Balance Sheet Income Statement
Sheet Impact Impact Impact
Property, Plant and |Useful lives were extended as a result None Increase in PP&E Decrease in
equipment (PP&E) of the depreciation study with by $13.3M Depreciation
Kinectrics. expense by $13.3M
Losses resulting from derecognizing None Decrease in PP&E Increase in
assets no longer in senice. by $1.2M Depreciation
expense by $1.2M
Costs that are not directly attributable to [None Decrease in PP&E Increase in OM&A
the asset are expensed. by $11.6M by $11.6M
Customer Amounts received from third parties for  [None Decrease in customer|Increase in other
Contributions - damaged assets are recognized into contributions (PP&E) |revenue by $0.7M
Damage claims revenue immediately. by $0.7M
Interest Capitalization |Interest will be capitallized using the None Decrease in PP&E Increase in Interest

Expense by $0.3M

Employee Future
Benefits

There are adjustments made on the
employee future benefit liability resulting
from the change in accounting
standards.

Increase in employee
future benefit liability
by $1.6M

Decrease in
employee future
benefit liability by
$0.3M

Decrease in OM&A
by $0.3M

Customer Deposits
and Subdivision
Liabilities

These amounts are required to be
reclassified as current liabilities as they
are payable upon demand.

Increase in current
customer deposits
by $12M

Increase in current
subdivision deposits
by $1.2M

None

None

For this filing PowerStream has followed the direction of the Ontario Energy Board (“OEB” or

“Board”) as outlined in:

« The Report of the Board, Transition to International Financial Reporting Standards (EB-
2008-0408) issued in July 2009;

« The letter from the Board on February 24, 2010 clarifying the overhead capitalization policy;

« The OEB Depreciation Study performed by Kinectrics released in July 2010;

2013 Electricity Distribution Rates Application




EB-2012-0161
PowerStream Inc.
Exhibit A3

Tab 1

Schedule 5

Page 3 of 27

Filed May 4, 2012

« The November 8, 2010 letter from the Board that updated the report for the optional one
year delay in the adoption of IFRS from 2011 to 2012 as announced by the AcSB;

e The Addendum to the Report of the Board in June 2011, Implementing International

Reporting Standards in an Incentive Rate Mechanism Environment; and
« The Accounting Procedures Handbook effective January 1, 2012.

This exhibit discusses the impact of transitioning from Canadian Generally Accepted Accounting
Principles (“CGAAP”) to MIFRS for OEB reporting for 2011 and 2012.

Although 2012 is the year of transition to IFRS, 2011 must also be restated under IFRS for
comparative purposes. Throughout this rate application, 2011 actual financial information is
stated in both CGAAP and MIFRS. The reader must therefore use caution when making certain
year-over-year comparisons. Table 2 below shows which years are stated in CGAAP and which
years are in MIFRS.

Table 2: Accounting Standard Underpinning Each Year in Application

2008 2008 2009 2009 2010 2011 2011 2012 2013
Approved Actual Approved Actual Actual Actual Actual Budget | Forecast
Historical Bridge Test
Canadian GAAP MIERS

14
15

16
17
18
19
20
21

22

In order to implement IFRS effectively and efficiently and to ensure compliance with MIFRS as

specified by the OEB, PowerStream created an
representatives from the following departments:

« Finance;

« Accounting;

« Rates and Regulatory;

« Engineering;

IFRS project team which

included
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« Information Systems; and
e Internal Audit.

PowerStream also engaged KPMG as its external advisor for the IFRS project to ensure
compliance with the applicable IFRS standards issued by the IASB and MIFRS guidance issued

by the OEB, as well as any updates to the standards issued.

PowerStream’s IFRS project consisted of four phases: initial assessment, detailed assessment,
design and implementation. PowerStream completed its initial assessment in 2008 and detailed
assessment during the first quarter of 2009, which involved a high level review of the major
differences between CGAAP and IFRS. During the detailed assessment, it was determined that
the area of accounting differences with the highest potential impact to PowerStream would be
the accounting for Property, Plant and Equipment (“PP&E”). PowerStream developed a detailed
project plan for the impacted areas to determine the IFRS options, business process changes

and system changes.

During 2010 PowerStream completed the design phase of the project. The design phase
involved establishing an IFRS project team, which worked with KPMG on writing a number of
technical papers for each IFRS topic. Within these papers an analysis was made of the issues,
and the team developed recommendations for changes in accounting and business processes.
Based on the outcomes of these technical papers, PowerStream determined the projected
impacts of adopting IFRS on its financial statements after considering the exemptions available
under First Time Adoption of IFRS (“IFRS 1"). IFRS 1 is a standard applied by first time IFRS
adopters during the preparation of their IFRS financial statements. The objective of this
standard is to ensure that an entity’s first IFRS financial statements contain high quality

information that:
(a) Is transparent for users and comparable over all periods presented;
(b) Provides a suitable starting point for accounting in accordance with IFRS; and

(c) Can be generated at a cost that does not exceed the benefits.

In 2011 PowerStream completed the implementation phase. During this phase PowerStream

developed new accounting policies, processes and procedures, and it prepared IFRS financial
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statements. PowerStream also developed revised internal control processes and updated key
controls as well as trained staff on the new changes. Further system changes were

implemented in order to enable PowerStream to report under IFRS and MIFRS.

Table 3 below summarizes PowerStream’s methodology for the adoption of IFRS.

Table 3: PowerStream Methodology for the Adoption of IFRS

Detailed .
Implementation

Assess impact and plan
conversion

Mobilize organization behind
conversion and initial assessment

Learn and design tools Roll-out and parallel run

10

Mobilize the organization through
education on the complexity and
likely impact of the IFRS conversion

Create stakeholder buy-in for

Perform a detailed “gap analysis” .
on accounting and disclosures

Formulate accounting strategy
and IFRS 1 assessments

Provide technical assistance
and sample financial
statements to support
accounting/ disclosure choices

Facilitate conversion roll-out

Draft new accounting policies and
guidelines

project planning and establish . X [ ) Historical data compilation for Prepare mock-up financials and
formal project management Evaluate '"formad"g" ’ financial statement disclosures
itori requirements and deman i
monitoring process oanT | comparatives pérform testifig on system/
Assess and plan the IFRS | o A . i i () Prepare analysis for system | workaround changes
conversion using tools such as ssess impact on control redesign (consolidation, ERP ° “ L
Quick Scan and Complexity Meter processes and regulatory matters systems, reporting tools) Implelrnent dry g ‘f)f IIFRS al
toidentify the major areas affected . compliant pracgsaesy filtancial
Develop training strategy o Prepare design and business reporting
° i i . .
gﬁzﬂg‘: tﬁpbgzzr:dtii?szl:ﬁo Finalize the project plan process changes . Create new accounting reporting
communication plans) 9 developed during the initial [] Develop detailed training packages
assessment programs . Prepare documentation, testing of
OD,:arf;:l;‘uerssall zg:gnﬂan focusing o Update project implementation revised control processes
responsibilities, key milestones and plans ° Deliver IFRS technical training

deliverables

Program management, communication and knowledge sharing

Detailed Assessment Design Implementation

International Context

On February 13, 2008, the AcSB confirmed that Canadian publicly accountable enterprises will
be required to adopt IFRS for fiscal years commencing on or after January 1, 2011. As well, in
October 2009 the Canadian Public Sector Accounting Board (“PSAB”) issued an amendment to

the scope of the public sector accounting standards that supported government and business
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enterprises adopting IFRS. As a result of these decisions, PowerStream commenced its IFRS
project in May 2008. In September 2010, the AcSB approved an optional one year deferral for
gualifying entities with rate regulated activities. PowerStream elected to take the one year

deferral; accordingly the adoption of IFRS occurred on January 1, 2012.

On July 23, 2009, the IASB issued an Exposure Draft (“ED”) proposing accounting requirements
for rate-regulated activities. The ED proposed to allow entities with rate regulated activities to
recognize regulatory assets and liabilities. On February 17, 2010, the IASB met to discuss the
ED and the comment letters received. The result of this meeting was that the IASB asked their
staff to continue to perform further research on the project and to focus on the key issue of
whether regulatory assets and regulatory liabilities exist in accordance with the current
framework. On September 3, 2010, the IASB staff issued an agenda paper on rate regulated
accounting which concluded that regulatory assets and liabilities did not meet the definition of
assets and liabilities under the current IFRS framework. On September 16, 2010 the IASB met
to discuss the agenda paper on rate regulated accounting. The IASB members were divided on
this issue and decided to obtain feedback on what the next steps in this project should be. This
was done through public consultation where comments were due by November 2011. As of the
date of filing, rate regulated accounting is not allowed under IFRS and this appears unlikely to

change.
OEB Guidance on MIFRS

In May 2008, the OEB initiated a consultative process to determine the nature of any changes to
regulatory reporting requirements in response to IFRS. The OEB held public meetings and a
formal stakeholder conference in May 2009. PowerStream participated at each opportunity
offered to assist the OEB. On July 28, 2009, the OEB released a Report from the Board on how
regulatory reporting requirements will change in response to IFRS. This report provided specific
guidance on how to account for certain transactions. This guidance sometimes differed from
what was required by IFRS and as a result the OEB called this guidance Modified IFRS
(“MIFRS").

On February 24, 2010 the OEB issued additional guidance on the accounting for overhead

costs associated with capital work. In this letter the OEB specifically noted that the Board is
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requiring full compliance with IFRS requirements on capitalization of overheads which may
result in a reduction in capitalized overhead for some electricity distributors that had previously

capitalized administration and overhead costs.

On November 8, 2010 the OEB issued an amendment to their July 2009 Board Report on the
transition to IFRS. This amendment reflected the change in the transition date to IFRS from

January 1, 2011 to January 1, 2012 as approved by the AcSB.

On November 17, 2010, the OEB initiated a working group to develop recommendations on how
IFRS should be implemented in an Incentive Rate Mechanism environment. PowerStream was
selected to be included in this working group. On June 13, 2011 the OEB issued a Report from
the Board entitled Implementing IFRS in an Incentive Rate Mechanism Environment which
provided further guidance on implementing MIFRS. This report addressed the issuance of
additional deferral accounts to track the differences in PP&E as a result of the transition to
IFRS.

The key difference between IFRS and MIFRS is that MIFRS allows regulatory accounting to be
applied. This includes the recognition of rate regulated assets and liabilities on the balance
sheet with minimal impact to the income statement. IFRS does not allow regulatory accounting
and thus rate regulated assets and liabilities under IFRS will flow through the income statement

as expenses and revenues.

PowerStream IFRS Project Team and Governance Structure

Project Team

PowerStream established a project team to ensure the successful transition from CGAAP to
IFRS. This project team was assisted by KPMG and regularly reported to an IFRS Steering

Committee, the Audit and Finance Committee and PowerStream’s Board of Directors.

The IFRS project team was accountable for leading the business changes. This accountability

included:

« identifying major impacts and affected areas;

« identifying major impacts to external stakeholders;
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« determining timelines and priorities;

« developing implementation plans and resource requirements;
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e approving system changes as acceptable to supporting business requirements;

e providing training;

« liaising with the areas which have the highest impact to establish new systems and

procedures to handle the new reporting requirements;
e Mmanaging the transition from testing phase to formal reporting; and
« conducting a post implementation review.

The project had the following phases:

« Phase 1: Awareness and Initial Assessment; completed in August 2008;
o Phase 2: Detailed Assessment Phase; completed in March 2009;

« Phase 3: Design; completed in March 2010; and

« Phase 4: Implementation; completed in March 2012.

Governance Structure

The IFRS project has a governance structure in place to ensure that the project was completed

on budget and on time. The governance structure consists of four groups:

e The project sponsors;

e The Steering Committee;
e Project Manager;

« Core team; and

o External support.

2013 Electricity Distribution Rates Application
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The project sponsors provided the overall vision and leadership for the project. The project
sponsors also raised the visibility of the project within the PowerStream organization and were
called upon to resolve issues that could not be addressed or resolved by the Steering
Committee. The project sponsors presented updates on the IFRS project at the Audit and

Finance Committee meetings and the Board of Director meetings, throughout the project.

The Steering Committee provided executive sponsorship and stakeholder buy-in for

PowerStream. The committee met on a monthly basis throughout the project.

The Project Manager has the support of the Steering Committee and was responsible for the

day-to-day management of the project.

PowerStream also assembled a core team comprised of knowledgeable users in the financial
reporting, taxation, budgeting, regulatory, engineering, operations and financial systems areas.

These team members were the decision-making drivers pertaining to the business processes.

PowerStream enlisted external resources to provide support in a number of areas of the IFRS

project and included the following parties:

KPMG was used as an external IFRS consultant. They identified the differences between
IFRS and CGAAP, and drafted IFRS white papers to support our positions under IFRS on a

number of accounting topics.

« Rondinone Management Services was used as the external system consultant. They
assisted in the set up of the ledgers in order to track and reconcile CGAAP, IFRS and
MIFRS.

« Deloitte is PowerStream’s external auditor. They reviewed and signed off on all position
papers and completed the audit of the opening IFRS balances, system work, IFRS policies,

procedures and process flows as well as the reconciliations between ledgers.

o Deloitte’s tax experts were also used for tax advisory services. They advised us on the

impacts on our taxes as a result of IFRS.

« Kinectrics Inc. prepared the depreciation study that was undertaken to determine the useful

lives of our assets and components under IFRS.
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o Dion Durrell provided us with a summarized actuarial report to determine the employee

future benefit liability under IFRS.

Summary of Differences between CGAAP and MIFRS

In the discussion below, PowerStream has focused on the differences between CGAAP and
MIFRS, rather than CGAAP and IFRS. MIFRS is the relevant comparison as it is used for
regulatory purposes and rate filings; table 4 below summarizes the differences between CGAAP
and MIFRS.
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Table 4: Summary of Differences between CGAAP and MIFRS

Area

CGAAP

MIFRS

PP&E — Useful lives

OEB approved useful lives are used.

PowerStream has undertaken its
own depreciation study with
Kinectrics to determine the
economic life of its assets as
required by IFRS. The useful
lives determined are in line with
the ranges in the OEB
depreciation study. In general the
useful lives have been extended
as a result of the study.

PP&E —
Derecognition

The pooled method is used when an
asset is removed from service, as a
result no gain or loss is recognized upon
removal of the asset. The asset remains
in the general ledger until the end of its
useful life.

Derecognition involves removing
the cost and the associated
depreciation from the general
ledger. If an asset is removed
from service earlier than its
retirement date then a gain or
loss is recognized as depreciation
expense and disclosed
separately.

Burdens (Directly
attributable costs)

Capitalization policy in place which
included capitalization of administration
and overhead costs.

Costs must be directly
attributable to the capital project
and cannot include indirect
administrative or overhead costs.

Customer
Contributions -
Classification

Customer contributions are amortized
over the useful life of the asset (i.e. using
OEB useful lives) and classified as a
contra asset on the balance sheet and
amortized to depreciation expense.

Customer contributions are
amortized over the new MIFRS
useful lives and classified as
deferred income on the balance
sheet, treated as an offset to rate
base and amortized to
depreciation expense over the life
of the asset to which it relates.

Customer
Contributions —
Damage claims

When a pole or other item of PP&E is
damaged by a 3" party the recoverable
work performed is included in customer
contributions.

If a pole or other item of PP&E is
damaged by a 3" party the asset
would need to be derecognized
with a gain or loss on disposal
being recognized and the
recoverable amount would be
recognized as other revenue
immediately.

Intangible Assets

Intangible assets are classified
separately from PP&E.

Intangible assets are added to
PP&E and included in rate base
under MIFRS.

Interest Capitalization

Interest is capitalized using the AFUDC

Interest will be capitalized using
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CGAAP

MIFRS

rate provided by the OEB when projects
are greater than one month in duration.

the weighted average interest
rate from borrowings outstanding
during the period. For debt
incurred at non-arm’s length
PowerStream compared the
deemed interest rate that is
published as part of the cost of
capital parameters updates to the
actual interest rate and concluded
that there were no differences.
Projects that are greater than four
months will include interest
capitalization.

Employee Future
Benefits

Employee future benefit liability is
calculated by the actuary.

Employee future benefit liability is
calculated by the actuary,
however there are one time IFRS
adjustments that were made and
have flown through Retained
Earnings, these included a
change in attribution period, write
off of the transitional obligation,
recognition of all unamortized
actuary gains and losses, and
recognition of all unamortized
past service costs.

Customer Deposits
and Subdivision
Liabilities

Classified as current and long term
based on historic trends.

These amounts are required to
be classified as current as they
are payable upon demand.

Income Taxes

Taxes are prepared under CGAAP which
is the same as OEB for 2011

Taxes are prepared based on the
external IFRS financial
statements, which includes the
above changes in determination
of taxable income.

The changes on the conversion from CGAAP to MIFRS are discussed in more detail below.

Property, Plant and Equipment (“PP&E”)

« PowerStream undertook a depreciation study with Kinectrics which provided a range of

useful lives. PowerStream’s engineers used their knowledge of PowerStream’s assets

and maintenance program then concluded on the appropriate useful life for

PowerStream. The results are consistent with the ranges in the Board’s useful life study.
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« Gains or losses on retirement (“derecognition”) are recognized in other income in IFRS
and as depreciation expense under MIFRS. PowerStream implemented a process to
track assets that have been removed from the field in order to determine the gain or loss

to be recognized.

« The IFRS 1 deemed cost exemption for entities with operations subject to rate regulation
was taken which allowed PowerStream to not have to restate PP&E balances from
periods prior to the transition to IFRS (i.e. January 1, 2011). PP&E cost was deemed to

be opening net book value.

Burdens (Directly attributable costs)

o Costs that were capitalized under CGAAP were analyzed to determine if they met the
IFRS criteria of directly attributable to the asset. Any costs that were not directly
attributable were expensed in both IFRS and MIFRS.

« Costs no longer capitalized include training costs, building costs, engineering and

administrative costs that can not be directly attributed to the asset.

Customer Contributions

« Customer contributions will be treated as deferred revenue rather than as an offset to
PP&E.

« Deferred revenue is the appropriate classification as the revenue received for supplying
the customer with an ongoing access to the supply of goods occurs over the life of the

asset.
o« Deferred revenue is amortized into the other revenue over the life of the asset.

« Money received from third parties that relate to assets that are damaged due to
accidents is recognized directly into revenue when invoiced. Previously this would have

been recognized as customer contributions.

« The IFRS 1 election on customer contributions was taken which allowed PowerStream
to recognize customer contributions from January 1, 2011 onwards as deferred revenue,

contributions up to December 31, 2010 will remain as an offset to PP&E.
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Intangible Assets

« Land rights and computer software were reclassified from PP&E to intangible assets as
they are classified as intangible assets under IFRS and in recent changes to CGAAP.

For MIFRS these have been included in the PP&E amounts used to calculate rate base.

Interest Capitalization

« Interest will now be capitalized on capital projects using the weighted average of the

actual interest rates incurred rather then the rates prescribed by the Board.

e For non-arm’s length debt the Board noted that the interest rate can be no greater then
the Board’s published rates, otherwise an entity should use the Board’s published rates
in the weighted average interest rate calculation. PowerStream has determined that the
rate on PowerStream’s promissory notes were below the Board’s published long term
debt rate when issued, thus these notes will be included in the weighted average interest
calculation at the actual rate.

« Capital projects that are four months or greater will include interest, otherwise they will

not. Previously PowerStream capitalized interest after one month under CGAAP.

« The IFRS 1 deemed cost election for rate regulated entities noted above was also
applied to interest capitalization. The election allowed interest capitalization to not be

restated upon adoption of IFRS.

Employee Future Benefits

o PowerStream had a number of one-time adjustments on transition to IFRS that affected
the employee future benefit liability, these adjustments flowed through retained earnings

as they related to prior periods and included the following:
o0 Write off of transitional obligation that is not allowed under IFRS;
o0 Write off of unamortized past service costs;

0 Write off of unamortized actuary gains and losses that PowerStream elected
to do under IFRS; and
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0 A one time adjustment for the change in attribution period.
Customer deposits and subdivision liabilities

« Customer deposits and subdivision liabilities are currently classified between current
and long term based on historic trends. IFRS requires that they only be classified as

current as these amounts are payable upon demand.

Income taxes

o For MIFRS purposes, PowerStream will be using the IFRS external financial statements
as the starting point to calculate the PILs payable. The tax impacts under MIFRS are

summarized below:

e Current tax liability will be lower under MIFRS as compared to CGAAP due

expensing non-directly attributable costs formerly capitalized.

« A lower amount will be added back for depreciation expense due to extension of the
useful lives of assets under MIFRS and the recognition of losses due to
derecognition. This will cause temporary “timing” differences between the net book
value of PP&E and the corresponding Undepreciated Capital Cost (UCC) balance to
increase. Under IFRS the future tax impact of the differences are recognized in

current income tax expense.

« Under MIFRS, the future tax impact is not recognized in the current tax expense.
Instead it is set up as a regulatory asset or liability to reflect that the future tax impact

will be taken into account in the setting of future rates.

Summary of the Impacts of MIFRS

Table 5 below summarizes the financial impacts on the balance sheet as a result of
implementing MIFRS. These amounts are as at December 31, 2011 and only include
accounts that will change as a result of MIFRS, all other normal business changes between
CGAAP and MIFRS are not discussed here.
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Table 5: MIFRS Impacts on Balance Sheet at End of 2011 ($000)

Description CGAAP MIFRS Increase/

(decrease)
PP&E (including intangibles) $ 688,638 | $ 689,577 | $ 939
Future Income tax assets $ 49533 | $ 52,027 | $ 2,494
Current Customer deposits $ 1,005 | $ 13,035 | $ 12,030
Current Subdivision deposits $ 2,984 | $ 3,185 | $ 201
Long term Customer deposits $ 12,030 | $ - $ (12,030)
Long term Subdivision deposits $ 201 | $ - $ (201)
Net Regulatory Liabilities $ 44,655 | $ 47510 | $ 2,855
Employee Future Benefit liability $ 15,265 | $ 16,811 | $ 1,546
Retained Earnings $ 56,563 | $ 55,220 | $ (1,343)

The analysis of the balance sheet changes are discussed below by balance sheet account line

item.

Property, plant and equipment including intangibles:

The increase in the property, plant and equipment account from CGAAP to MIFRS is the

result of the following:

« Derecognizing the assets that are no longer in service (decrease of $1.2M);

« Lower interest capitalization (decrease of $0.2M);

« Revenue collected from damage claims (increase of $0.7M); and

« Costs that are no longer allowed to be capitalized are not included in PP&E as they

are not directly attributable (decrease of $11.6M); this is offset by the lower

depreciation expense as a result of extending the useful lives of our assets (increase

of $13.3M).

Future income taxes and regulatory liabilities:

Future income tax assets have changed as a result of the decrease in the PP&E balance

and the increase in the employee future benefit liability balance.
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The regulatory liability account for future income taxes offsets the future income tax asset
account, in respect of distribution related timing differences, and as such the future tax
impact is not reflected in income tax expense under MIFRS. The future tax impacts will be
recognized when they arise consistent with how income tax expense is incorporated into

distribution rates, on a taxes payable basis.
Current and long term customer deposits and current and long term subdivision liabilities:

Long term customer deposits and subdivision liabilities have been reclassified to a current
liability. The reason for this reclassification is that these deposits are payable on demand

and thus cannot be classified as long term under MIFRS.
Employee future benefits:

The employee future benefit liability account has increased as compared to CGAAP as a
result of the following:

« Changes that occurred as a result of the transition to MIFRS (i.e. unamortized actuarial
gain and loss write off, write off of transitional obligation, write off of unamortized past
service costs and change in the attribution period) caused an increase of

approximately $1.6M.

Retained earnings decreased under MIFRS for the following reasons:

« Employee future benefit liability changes as discussed above which decreased
retained earnings by $1.6M.

« The offset of the above change is an increase in net income under MIFRS in 2011.

Table 6 below summarizes the financial impacts on the 2011 income statement as a result

of implementing MIFRS.

2013 Electricity Distribution Rates Application



10

11
12
13

14

15

16
17

18
19

EB-2012-0161
PowerStream Inc.
Exhibit A3

Tab 1

Schedule 5

Page 18 of 27
Filed May 4, 2012

Table 6: MIFRS Impacts on the 2011 Income Statement ($000)

Description CGAAP MIFRS Increase/
(decrease)
Other Revenue $ 9,901 | $ 15,073 | $ 5,172
Operating expense $ 62,904 | $ 78,303 | $ 15,399
Depreciation expense $ 46,045 | $ 35,250 | $ (10,795)
Interest expense $ 23,743 | $ 23,976 | $ 234
Income taxes $ 5948 | $ 5948 | $ -
Net Income $ 32,175 | $ 32,509 | $ 335

The analysis of the income statement changes are discussed below by income statement

account line item.

Other revenue:

Other revenue has increased mainly for the following reasons:

« When a pole is damaged by an individual, PowerStream invoices the individual's

insurance company to cover the cost of replacing the pole. The amount invoiced was

previously included in capital contributions but under MIFRS it is included in other

revenue as soon as it is invoiced (increase of $0.7M).

« Joint Service Revenue has been reclassified from Operating Expenses to Other

Revenue under MIFRS (increase of $3.9M). Under CGAAP, the revenues were netted

against the expenses in the Operating Expenses portion of the income statement.

Operating Expenses:

e Operating expenses have increased as a result of costs that are now being expensed

which were previously capitalized as they are not directly attributable to the asset

being installed (increase of $11.6M).

« The reclassification of Joint Service Revenue noted above has also resulted in an

increase in operating expense of $3.9M under MIFRS.
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Depreciation expense:

Depreciation expense has decreased under MIFRS as a result of extending the useful
lives of our assets from the previous OEB prescribed useful life to the useful life that was
determined in the Kinetrics study (decrease of $13.3M offset by a $1.3M decrease in
depreciation on vehicles, stores and tools reclassified to the burden pool). This was offset
by an increase in depreciation expense as a result of the losses from derecognizing assets

that are no longer in service (increase by $1.2M).
Interest expense:

Interest expense increased under MIFRS as a result of less interest being capitalized to

projects (increase of $0.2M).
Income taxes:

There is no change in income tax expense as the 2011 income taxes were filed based on
the 2011 CGAAP financial statements.

The changes in depreciation expense under MIFRS have no effect on taxable income and
taxes payable as depreciation expense is added back and replaced with capital cost
allowance (“CCA”") in arriving at taxable income. For 2012 onwards, the burden amounts
expensed under IFRS and MIFRS that were capitalized under CGAAP will reduce both
financial statement and taxable income under MIFRS. This will be offset partially by the
lower capital additions to the capital cost pool resulting in lower capital cost allowance.

The net impact is lower taxable income and taxes payable under MIFRS.
Impact on External Financial Statements

For external reporting purposes, financial statements will be presented under IFRS. As
noted previously, the key difference between IFRS and MIFRS is that IFRS does not
recognize rate regulated accounting (i.e. does not permit the recognition of regulatory assets

and liabilities on the balance sheet, instead these will flow through the income statement).

2013 Electricity Distribution Rates Application
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IFRS Deferral Accounts

The OEB has approved two variance and deferral accounts related to IFRS for use by all

electricity distributors:

e Account 1508 Other Regulatory Assets, IFRS Transition Costs
e Account 1575 IFRS-CGAAP Transitional PP&E Amounts

In Addendum to Report of the Board: Implementing IFRS in an Incentive Rate Mechanism
Environment (EB-2008-0408), (“Addendum”) the Board recognizes that there are a number
of additional deferral accounts that may be needed depending on the circumstances of each

distributor.

In addition to the above OEB approved variance and deferral accounts, PowerStream

requests the following additional variance and deferral accounts:

e a variance account to track the difference between the estimated PP&E
derecognition expense included in the approved 2013 rates and the actual costs in

each year until the next setting of cost of service rates; and

e a deferral account for the changes in the post retirement employee benefits liability
and costs under MIFRS compared to CGAAP up to this cost of service rebasing;

and

e A variance account for changes in the post retirement employee benefits expense
included in the approved 2013 rates and the actual costs in each year until the next

setting of cost of service rates.

Each of these accounts is discussed below under their respective headings.
Account 1508 Other Regulatory Assets, IFRS Transition Costs:

As noted in the OEB Board Report on the transition to IFRS, when a utility incurs
incremental costs related to the transition to IFRS during a period for which rates have

already been set and for which the Board did not consider such costs, the utility may record

2013 Electricity Distribution Rates Application
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in a Board approved deferral account such incremental costs for consideration by the Board

at the next cost of service proceeding.

In the OEB Accounting Procedures Handbook Frequently Asked Questions dated October
2009, further guidance was provided. This distinguished between the case where the utility
did not have any amount in rates related to IFRS transition and the case where the most
recent cost of service rates did include an amount related to IFRS transition costs in its

administrative costs.

The former Barrie Hydro did not include any amounts related to IFRS in its 2008 Cost of
Service rate filing. PowerStream did include an amount of $745,000 in its OM&A in its 2009
Cost of Service rate filing. This was based on estimated incremental one-time non-capital
IFRS transition costs of $2,980,000 divided by four years representing the test year (2009)

and three years on Incentive Regulation Mechanism (2010 to 2012).

PowerStream has captured the costs related to incremental IFRS transition costs and the

IFRS revenue in rates in account 1508 Sub-account IFRS Transition Costs Variance.

PowerStream’s actual IFRS transition costs to December 31, 2011 and projected total costs
to December 31, 2012 are shown in Table 7 along with the amounts collected from

customers in rates.

Table 7: Actual and Forecasted IFRS Transition Costs, Accrued Interest

and Amounts Collected in Rates

Actual to | Forecast to
Dec. 31, 2011 Dec. 31, 2012
Costs $ 1,917,398 $ 2,511,745
Interest $ 7,218 $ 6,640
Collected in
Rates $ (1,986,660) $ (2,731,660)
Net balance $ (62,044) | $ (213,275)

The majority of the projected incremental IFRS transition costs of $2.5 million relate to third
party consultants that were used to help implement IFRS as noted below. The main

categories of costs are as follows:

2013 Electricity Distribution Rates Application
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o KPMG consulting costs - KPMG was used as IFRS consultant for the implementation of
the IFRS project. They identified the differences between CGAAP and IFRS and
documented our positions in twenty-two white papers which were used to substantiate
our conclusions to our auditors as well as identify the steps to implement each position.
These costs would not have been incurred if PowerStream had not been required to

transition to IFRS.

« Rondinone Management consulting costs - Rondinone Management Services were used
as Information System consultants. They helped set up the ledgers in the financial
system in order to track and reconcile CGAAP, IFRS and MIFRS. These costs would not

have been incurred if we had not been required to transition to IFRS.

« Deloitte external audit costs - As part of the IFRS financial statements we are required to
disclose balances at January 1, 2011, December 31, 2011 and December 31, 2012 on
our December 31, 2012 financial statements. To enable the auditors to audit the
December 31, 2012 financial statements they are required to audit our opening balances
at January 1, 2011 and comparative information on December 31, 2011. The anticipated
December 31, 2012 audit fee will not be included in the deferral account as this is not
incremental to the transition to IFRS, however the opening balance audit and December
31, 2011 comparative audit are costs that are incremental to PowerStream’s annual

financial statement audit and are a specific requirement for the transition to IFRS.

The remaining costs included in this account relate to other external resources that were
used to assist in preparing the documentation of our new policies, procedures and process
flows as a result of implementing IFRS. There were also costs included in this account for
additional labour costs of contract staff to work on the IFRS project and training. These

costs would not have been incurred if we had not been required to transition to IFRS.

The account has been credited on a monthly basis to reflect the annual amount of $745,000
($62,083 per month) in rates for IFRS transition. As of December 31, 2011, PowerStream
has collected 32 months, from May 1, 2009 to December 31, 2011 for a total $1,986,660.
By December 31, 2012, PowerStream will have collected 44 months of revenue with this
included in rates for a total of $2,731,660.
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Interest (carrying charges) has been calculated monthly based on the opening principal
balance in this sub-account at the OEB prescribed interest rates, on a simple interest basis.
As of December 31, 2011, accrued interest was a debit balance of $7,218. Accrued carrying
charges are forecast to be $6,640 at December 31, 2012. The debit balance for carrying
charges reflects the fact that the principal balance was in a debit balance for much of the

period.

Table 8 provides a summary of the above types of costs making up the costs recorded to
December 31, 2011 and the projected total cost to the end of 2012.

Table 8: Summary of Non-Capital IFRS Transition Costs

Actual to Dec. | Forecast to

31, 2011 Dec. 31, 2012
IFRS consultant $ 1,319,300 $ 1,444,300
IT consultant $ 255,510 $ 424,175
Auditors $ 197,606 $ 460,106
Staffing, training &
other $ 144,982 $ 183,164
Total $ 1,917,398 $ 2,511,745

The proposed disposition of the projected over collection is discussed in Exhibit I, Deferral

and Variance Accounts.
Account 1575 IFRS-CGAAP Transitional PP&E Amounts:

On page 11 of the Addendum to the Report of the Board, the Board approved a generic
Property, Plant and Equipment (“PP&E”) deferral account: “to capture PP&E differences
arising only as a result of accounting policy changes caused by the transition from CGAAP
to MIFRS. It is for use by utilities to record PP&E differences arising during the period since
their last rebasing under CGAAP up to their first rebasing under IFRS, including utilities

using IRM rate-setting methodology.”

Due to the deadlines for submission of cost of service rate applications, the Board realized
that it would be necessary to forecast the PP&E amounts for the bridge year. The Board

addressed this on page 13 to 14 of the Addendum: “Clearing an account on the basis of
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forecast numbers is a departure from the Board’s standard practice. The Board recognized
that this is a unique account, which is “cleared” through an adjustment to rate base, which
itself includes components that are forecast for the bridge and test years, for example
capital additions and working capital allowance. The Board believes that in general, the
account should be cleared at the first rebasing under MIFRS, while recognizing that some
portion of the amount for which clearance is sought is based on a forecast.”

PowerStream is applying for cost of service (“COS”) rates effective January 1, 2013 on the
basis of MIFRS. PowerStream has adopted IFRS as of January 1, 2012, and as required,
has restated 2011 under IFRS for purposes of accounting and financial reporting under
IFRS.

PowerStream has tracked and recorded the actual PP&E differences arising on the
restatement of 2011 under IFRS in account 1575 as directed in the Accounting Procedures
Handbook. For purposes of the 2013 COS filing, PowerStream has forecast the PP&E
differences for 2012.

The PP&E differences between are summarized in Table 9 below.

Table 9: PP&E Differences between CGAAP and MIFRS ($000)

Net book value of PP&E MIFRS CGAAP Difference
December 31, 2011 Actual $ 687,999 | $ 687,079 | $ 920
Change in 2012 $ 1,655
December 31, 2012 Forecasted | $ 719,053 | $ 716,478 | $ 2,575

The sources of these differences are summarized in Table 10 below.
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Table 10: Summary of PP&E Differences ($000)

Summary of Differences MIFRS CGAAP Difference

2011 Actual
Derecognition $ (1,198) | $ - $ (1,198)
Depreciation $ (35,720) | $ (48971 | % 13,251
Burdens capitalized $ 18,089 | $ 29,717 | $  (11,628)
Damage Claims (contributed

capital) $ - $ (728) | $ 728
Interest Capitalized $ 303 | $ 536 | $ (233)
Subtotal $ 920

2012 Forecasted
Derecoghnition $ (1,400) | $ - $ (1,400)
Depreciation $ (32,158) | $ (46,963) | $ 14,805
Burdens capitalized $ 18,000 | $ 30,200 | $ (12,200)
Damage Claims (contributed

capital) $ - $ (700) | $ 700
Interest Capitalized $ 300 | $ 550 | $ (250)
Subtotal $ 1,655

Total $ 2,575

The total PP&E difference at December 31, 2012 between CGAAP and MIFRS of

$2,575,586 has been deducted from rate base before the calculation of the deemed interest

and allowed return on equity components of revenue requirement.

PowerStream proposes to amortize this difference over 4 years resulting in a reduction of

$643,896 to depreciation expense.

The proposed revenue requirement requested in this Application reflects both of the above

adjustments.

Derecognition Expense Variance Account:

PowerStream has only one year of history regarding derecognition of PP&E, namely 2011

where this was tracked under IFRS and MIFRS. Under CGAAP, there was no derecognition

of pooled assets and as such no record of this information.
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PP&E derecognition arises mainly from storm and accident damage requiring assets to be

retired prematurely. Storm damage can vary greatly from year to year.

In 2011, under MIFRS PowerStream had a loss of $1.2 million on derecognition of PP&E.
The 2011 year was considered to be below average in the frequency and intensity of storms

and as a result storm damages were lower than a more typical year.

For 2012, PowerStream forecasts a loss of $1.4 million from PP&E derecognition. For 2013
PowerStream has included $1.4 million for PP&E derecognition as an adjustment to

depreciation expense under MIFRS.

PowerStream have not tracked this expense in the past so it has very little data on which to
base an estimate. The nature of this expense is such that it may vary greatly from one year
to the next. Given the magnitude of the 2011 amount, such variations could be significant.
For these reasons, PowerStream requests a variance account to track the difference
between actual PP&E derecognition costs and the amount that is approved in setting the

2013 rates, until its next rebasing.
Post Retirement Employee Benefit (“PREB”) Expense Deferral Account:

Under IFRS, the PREB liability was increased by $1.7 million with a corresponding charge
against retained earnings. This was the result of recognizing “Unrecognized Losses”,

“Unrecognized Past Service Cost” and “Unrecognized Transitional Obligation” amounts.

Under CGAAP, these amounts were being amortized over the remaining average service
life of the employees, with a portion of these being recognized each year as part of the
employee benefits expense. This expense would have formed part of the revenue

requirement and be recovered in future rates.

This variance between what is in rates and the expense recognized under IFRS/MIFRS is
material and should be tracked in a manner similar to the PP&E Transitional Amounts

account.
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IFRS has resulted in a sudden one-time recognition of these costs as at January 1, 2011.
As a result of this change, PREB employee benefits expense under IFRS/MIFRS is lower in
2011 by approximately $130,000 than it would have been under CGAAP.

This expense will be lower in 2012 and in 2013 by a similar amount as a result of this

change. The amount budgeted for 2013 and included in the Application is lower as a result.

PowerStream proposes that the following amounts shown in Table 11 be recorded in this

deferral account.

Table 11: IFRS — CGAAP PREB Differences for Recovery

CGAAP MIFRS Difference
Write-off accrued costs not
booked $ -1 $ 1,678 $ 1,678
2011 Reduction in PREB
expense $ -1 $ (130) | $ (130)
2012 Reduction in PREB
expense $ -1 $ (130) | $ (130)
Total $ -1 % 1418 | $ 1,418

PowerStream proposes that these differences be recovered over a 4 year period by

increasing the OM&A in the 2013 revenue requirement by $354,500.
Post Retirement Employee Benefit (*PREB”) Expense Variance Account:

Changes in actuarial valuations of the PREB liability under CGAAP are amortized over a
long period of time resulting in relatively small impacts and a more predictable annual
expense. Under IFRS, changes in actuarial valuation are recognized much more quickly,
often fully in the year, and can have a significant impact on the annual expense. As a result

the annual expense can be much more volatile under IFRS.

The nature of this expense is such that it may vary greatly from one year to the next. Due to
this volatility, PowerStream requests a variance account to track the difference between
actual PREB expense and the amount that is approved in setting the 2013 rates, until its

next rebasing.
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PROCESS IMPROVEMENT INITIATIVES

Since 2004, as a result of merger and acquisition activities and the subsequent integration of
various distributors, PowerStream has learned to recognize and value the importance of

improving business processes.

Bringing distributors together effectively in order to gain efficiencies requires the review and
harmonization of many processes, such as budgeting, financial reporting, billing, control room
operations and work practices in the field. PowerStream has adopted the process improvement
as a way to improve customer service, power system reliability and ensure the overall
effectiveness of the business. This approach allows PowerStream to meet new requirements

and demands while minimizing the need for additional resources.
PowerStream has three major process improvement initiatives underway:

o PowerStream’s “Journey to Excellence”;
¢ Project Management Office; and

¢ Internal Audit and Enterprise Risk Management
Journey to Excellence

PowerStream has adopted the Excellence Canada (formerly National Quality Institute)
Progressive Excellence Program (“PEP”) — a principle-driven, criteria based implementation
program for organizational excellence, that focuses on quality and a healthy workplace.
PowerStream has branded its journey through the PEP program and achievement of

organizational excellence as the “Journey to Excellence .”

The PEP framework has been adopted by many leading companies and has four progressively
higher levels of achievement. Foundation, Transformation, Role Model and World Class.
PowerStream’s progress will be assessed by experts from Excellence Canada in formal audits.

PowerStream must show sustained improvements in organizational performance in the areas of:

e Leadership

e Planning and Programs

2013 Electricity Distribution Rates Application
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e Client Focus
o People Management
e Process Management

e Supplier/Partner Focus

PowerStream achieved the first level, Foundation, at the end of 2010. This level required
demonstration that there was broad support of the vision, mission, values and quality and
wellness policies in all areas. PowerStream was required to show that well-being and quality
were ingrained in decision making and that there was a commitment to environmental
excellence. In order to prepare for the Excellence Canada assessment, PowerStream needed

to ensure there were written policies and procedures for key areas of the business.

It is planned to reach level two, Transformation, by the end of 2012. At this level, PowerStream
must demonstrate the application of our methods for reaching our goals established in Level 1.
This includes identifying customer needs, building an approach to quality assurance,
introduction of measures for customer and employee satisfaction, establishing environmental
sustainability measures, and establishing indicators to review progress. A significant focus on
process improvement will be an important part of achieving Level 2 status. The Transformation
level requires that PowerStream demonstrate that staff at all levels of the organization

understand and have their work aligned with the corporate vision, mission and strategic goals.

PowerStream plans to continue this Journey to Excellence and reach level three, Role Model,
by the end of 2015.

Project Management Office
The primary objectives of the Project Management Office (“PMO”) at PowerStream are:

e review process improvement initiatives and ensure that they are aligned with and
support the corporate strategy;

e prioritize initiatives based on the value to PowerStream;

e assess initiatives in consideration of conflicting demand for resources;
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e implement consistent Project Management processes, tools and templates; and

e apply Project Management best practices.

Table 1 below, shows the major initiatives underway at PowerStream with PMO oversight.
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Table 1. PowerStream — Major Initiatives With PMO Oversight

JD Edwards Disaster Recovery Solution

Cascade ("CMMS") Ph 2&3- Computerized Maintenance Management System (CMMS) for
MS and TS stations

JD Edwards functionality (Leave Administration, Manager Self-Service and Time Entry Self
Service) to remainder of Management staff (78 people)

Outage Management System Upgrade

Web Based Geographic Information Systems (“GIS”) Integrated Tool for Asset Attribute
Tracking

JDE International Financial Reporting Standards (“IFRS”) Requirements Phase 3
Self Service Enhancements to PowerStream Corporate Website
Electronic Accounts Payable (“A/P") Approval Process & Automation
Electronic Bill Presentment

Customer Information System (“CIS") Replacement

Outage Management System — Mobile functionality

Outage Communication via Website

Outage Communication via Email Notifications

JD Edwards modification re: Bill of Materials

JD Edwards Automated Purchase Requisition Rollout

Lines Field Inspection Mobility Solution

Call Recording capability in Control Room

Construction Standards — Merger Integration

Inventory Planning Process Transformation — Phase 1

Work Order Closing Process Review

SPreventative Maintenance. Distribution- Process Review

GIS Update Process Review

2013 Electricity Distribution Rates Application
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Internal Audit and Enterprise Risk Management

The Internal Audit area creates and executes a three year audit plan that is updated annually.
As examples, audits have been completed for accounts payable, purchasing, business
continuity, unbilled revenue, information services governance and capital project management.
The Internal Audit plan is created or updated after the company performs its Enterprise Risk

Assessment to ensure internal audit is focusing on the key risks of the organization.

A final audit report for an area is reviewed with management and key recommendations are
identified to improve controls and efficiency. Management’s responses to each recommendation
are captured in the report and Internal Audit tracks the progress of all recommendations and
ensures the owner of the recommendation(s) is accountable to complete them in the timeline
set out in the report. The Internal Audit reports are shared with Senior Management and the

Audit and Finance Committee of the Board.

Completing the recommendations in the audits has brought efficiencies in many areas of the
organization and brings value both internally and to our external customers through increased
efficiency and effectiveness. Many of the audits have a direct impact on safely securing
customer information and ensuring that the proper processes are in place to safeguard the

company’s assets.

The focus in Enterprise Risk Management has been in the area of ranking PowerStream’s major
risks and communicating those risks with mitigation strategies to Senior Management and the
Board of Directors. PowerStream is following the guidelines of ISO 31000 Risk Management —
Principles and Guidelines, to ensure the entire organization understands and participates in
effective risk management practices. With a goal of being proactive, the enterprise risk program
will increase PowerStream’s likelihood of achieving defined strategic, project and operational

objectives.
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HARMONIZED SALES TAX

Prior to July 1, 2010, PowerStream paid the Ontario Provincial Sales Tax (“PST") on some of its
purchases, such as materials and office supplies, and the PST formed part of the cost of these
items. Many of PowerStream’s costs, such as labour, contract services and legal and

consulting fees were not subject to PST and therefore PST was not part of the cost.

After June 30, 2010, PowerStream began to pay the Harmonized Sales Tax (“HST”) on
purchases that were previously subject to the Goods and Services Tax (“GST”). PowerStream
receives an input tax credit for both the federal and provincial portion of the HST, with a few

exceptions.

In many cases, PowerStream now pays HST on purchases that were previously subject to only
GST and not PST. In this case there is no change in costs as a result of HST since the cost

before and after HST does not contain any provincial sales tax.

Where purchases were previously subject to PST, under HST the provincial portion of sales tax

paid is refunded through the input tax credit and is no longer part of the cost.

PowerStream pays HST on a few items that were previously not subject to PST and have
Restricted Input Tax Credits (“RITC") which results in the provincial portion of the HST not being
refunded. As a result, the provincial portion of the HST remains part of the cost. According to
Ontario Ministry of Finance guidance on the transition to HST, the RITCs will be in place for five
years then will be phased out. This is an additional cost to PowerStream as a result of the

transition to HST.

Most insurance costs will not be subject to HST but will continue to be subject to an 8% Ontario

PST that is non-refundable and remains part of the cost.

PowerStream’s actual costs incurred after June 30, 2010 do not contain any PST. The
exceptions are the costs mentioned above, insurance and costs to which RITCs apply, where
PST will remain part of the cost for the next five years.

In preparing the 2012 and 2013 capital and operating budgets underpinning this application,

PowerStream was careful to take these changes into account.

2013 Electricity Distribution Rates Application
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Budget instructions issued to PowerStream staff indicated that sales taxes were not to be
included in the budgeted cost. The Rates & Regulatory Department reviewed the budget
process with staff preparing the budget and confirmed that they were careful not to include any
taxes in the cost. The review revealed that budget amounts were based either on current 2011

costs or quoted costs, excluding taxes, for virtually all items.

PowerStream concludes that the 2012 and 2013 capital and operating budgets do not contain

any residual embedded PST in costs.
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RATE YEAR

On April 15, 2010, the Board wrote to all licensed electricity distributors and other interested
parties to advise on the outcome of its consultative process “to review the need for and the
implications of a potential alignment of the rate year with the fiscal year for electricity distributors
(EB-2009-0423)". In that letter, the Board wrote:

“The Board has concluded that it is appropriate to consider the merits of an alignment of
the rate year with the fiscal year for a distributor on a case-by-case basis upon receipt of
an application for that purpose. Such an application shall form part of a distributor’'s
Cost of Service rate application.”
In accordance with this determination by the Board, PowerStream respectfully requests that the
Board make its Rate Order effective January 1, 2013. PowerStream believes that the rate

impacts to all customer classes from aligning its rate year and fiscal year are acceptable.

The Board has previously approved changes to the rate year. In 2000, the Board released the
Electricity Distribution Rate Handbook which adjusted the rate year to March 1 from January 1,
as rates had been previously set when the rate making function was administered by Ontario
Hydro. Subsequently, in 2004, the Board changed the rate year to April 1. When the 2006
Electricity Distribution Rate Handbook was released the rate year was changed once again to
May 1. Since that time, the rate year has remained as May 1 for most distributors. The
previous adjustments to the rate year were commonly based on administrative practices and to

align distribution rate changes with commaodity rate changes.

Notwithstanding past reasons for the timing of rate changes, those changes have created a
material lag between the budget year underlying rate applications and the commencement of
available rate financing of these budgets. Consequently, PowerStream has prepared this
Application on the basis of rate year and fiscal/budget year alignment, in order that the rate-
financing of investments and costs provided for in this Application are effectively concurrent with
the incurrence of those investments and costs. The proposed rate and fiscal year alignment

benefits both the rate payer and the utility.
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Benefits to Ratepayers

As noted above, previous changes to the rate year have often been made to align with changes
in the price of the commodity. Currently, the rate year is aligned with the May 1% change in
commodity prices. Rate year and fiscal year alignment will offer ratepayers transparency and,
with appropriate communication from the utility and the Board, a clearer understanding of the

rates on which their bills are based, without the confusion of other changes in billing elements.

Additionally, electricity distributors have other billing elements, such as riders, that are
implemented on dates other than May 1. Accordingly, there is no apparent ratepayer benefit in
changing distribution rates and commaodity rates as of the same date. Ratepayers also benefit
from the utility having more certain and timely cash flow resulting from fiscal/rate year
alignment. Eliminating the current lag between the budget year underlying rate applications and
the commencement of available rate financing of these budgets allows for more timely and
confident investment in capital and operating costs to support a sustainable distribution system

and customer service delivery.

Benefits to the Utility

The alignment of rate year and fiscal year is particularly important to distributors that require
financial liquidity from third party lenders. PowerStream has a significant requirement for debt
capital and incurs debt in a manner, with related terms and covenants, similar to other large
utilities. All of these utilities including PowerStream have public debt ratings which directly
impact both the cost and availability of debt capital to support their financing requirements for
distribution system infrastructure. Lenders typically base their respective decisions on the
availability and relative certainty of cash flow to support business investment requirements and
debt servicing. The alignment of the rate year with the fiscal year is supportive of cost effective
and available financial liquidity as: i) the incurrence of investment and cost more closely aligns
with cash flow; and ii) there is less regulatory uncertainty related to the approval of expenditures

months after the commencement of the fiscal year.

Regulatory uncertainty in relation to the rate year/fiscal year lag also creates investment risk for
a utility. There is a significant risk that, in the first effective year of a re-basing application, the
Board may disallow the recovery of certain investments and costs that have been incurred in

advance of its rate decision.

2013 Electricity Distribution Rates Application
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The alignment of the rate year and fiscal year simplifies the explanation of fiscal year results in
relation to regulatory approvals of investments, costs, and return on equity. Those returns are
presently computed in rate applications based on calendar year budgets. However, they are not
practically available given the misalignment of the rate year and fiscal year. This creates
confusion for users of financial statements and also complicates variance analyses in rate

applications.

Finally, PowerStream’s reporting to the Board is provided on a calendar year basis and, as
such, all underlying input data into rate applications is based on the calendar year. For
example, variance analyses are addressed by way of comparisons with prior years.
Consequently, an alignment of the rate year and fiscal year would allow for further consistency
in comparative data collection, presentation, reporting, and analysis. This would improve

efficiency in utility reporting processes.

2013 Electricity Distribution Rates Application
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SHARED SERVICES OVERVIEW

PowerStream has three Shareholders: the City of Vaughan, the Town of Markham and the City
of Barrie. PowerStream provides services to and purchases services from the City of Vaughan
and the Town of Markham. Services were provided to the City of Barrie until December 31,
2011. In addition, PowerStream provides services to the Town of Bradford West Gwillimbury;

these services were previously provided by the former Barrie Hydro.

None of the Shareholders owns more than 50% of PowerStream and the therefore none are
affiliates as contemplated by the Board’s Affiliate Relationship Code (the “ARC"). PowerStream,

however, follows the intent of the ARC by ensuring that there are no cross subsidies.

PowerStream has accordingly entered into Shared Service Agreements that govern the terms
and conditions of the provision of services to and the purchase of services from the City of
Vaughan, the Town of Markham and the Town of Bradford West Gwillimbury. Copies of these

agreements, which set out the basis for the pricing, are included in the following Exhibits.

A4-1-2: PowerStream and the City of Vaughan, 2011 to 2015 (Draft copy — with the City
of Vaughan for execution);

A4-1-3. PowerStream and the Town of Markham, 2011 to 2013 (Executed copy
attached); and

A4-1-4: PowerStream and the Town of Bradford West Gwillimbury, 2009 to 2012 (Draft

copy — with the Town of Bradford West Gwillimbury for execution).

This Exhibit, A4-1-1, provides an overview of the goods and services that PowerStream
purchases from and provides to the Town of Markham, the City of Vaughan and the Town of
Bradford West Gwillimbury.

2013 Electricity Distribution Rates Application
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POWERSTREAM AND THE CITY OF VAUGHAN
Services and Products Purchased
e Leased facilities

PowerStream’s lease of outdoor storage space at the City of Vaughan’'s Joint Operations Centre
will end December 31, 2012. In 2013 PowerStream will continue to lease counter and office

space at the City of Vaughan Civic Centre for the provision of cashiering services.
e Software maintenance

The City of Vaughan and PowerStream share licensing fees for JD Edwards Enterprise
Software that each uses independently to manage their financial systems. The combined,
higher volume of licenses results in a lower cost per license. In addition there is a small fee for
a network link between PowerStream’s Head Office and the Vaughan Civic Centre to support

the cashiering services provided.

The cost of services that PowerStream purchases from the City of Vaughan are shown in Table
1, below.

Table 1. Services Purchased by PowerStream from the City of Vaughan ($)

Service 2009 2010 2011 2012 2013
Leased 731,882 | 286,565 | 133,149 136,454 | 10,758
Facilities

Software 37,740 38,495 39,650 40,839 | 42,065
Maintenance

2013 Electricity Distribution Rates Application
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Services and Products Provided

e Water and sewer

PowerStream provides certain services to water and sewer customers in the City of Vaughan on
behalf of the City of Vaughan. These include billing, collection, revenue management, customer
account management, responses to telephone and written enquiries and the reporting of certain

statistics.

e Payroll services

PowerStream provides payroll services to the City of Vaughan including payroll administration
(including taxes, benefits and deductions), Statistics Canada reporting, OMERS remittance and

reporting and WSIB payments, as well as coordinating payroll audits and testing.
e Cashier services

PowerStream provides cashier services to the City of Vaughan. These include services to
process payments for water bills, municipal taxes, parking permits, licensing fees, opening and

sorting night box payments and responding to customer enquires.
Table 2, below summarizes the services provided by PowerStream to the City of Vaughan.

Table 2: Services Provided by PowerStream to City of Vaughan ($)

Service 2009 2010 2011 2012 2013

Water and Sewer | 1,414,367 | 1,439,592 | 1,147,000 | 1,181,410 | 1,216,850

Payroll 266,091 272,253 334,929 344,977 355,326
Cashier 235,965 240,972 242,890 250,176 257,682

The price that is charged by PowerStream for these services includes a mark-up equivalent to
the weighted average cost of capital (7.3%).

2013 Electricity Distribution Rates Application
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POWERSTREAM AND THE TOWN OF MARKHAM
Services and Products Purchased
e Leased premises
PowerStream ceased leasing premises from the Town of Markham in 2010.

e Cashier services

The Town of Markham provides cashier services to PowerStream at Markham Town Hall.
Customers may pay their electricity and water bills and get responses to questions about their
bills and account history. Starting in 2010, PowerStream has paid the Town of Markham’s cost
to have a customer service agent in place as well as the cost to maintain a connection to

PowerStream’s Customer Information System.

The annual cost of leased facilities and cashier services purchased from the Town of Markham

are summarized in Table 3 below.

Table 3: Services Purchased from the Town of Markham ($)

Service 2009 2010 2011 2012 2013

Cashier 81,930 84,388 86,920 89,527 92,213

Services and Products Provided
e Water and sewer

PowerStream provides certain services to water and sewer customers in the Town of Markham
on behalf of the Town of Markham. These include billing, collection, revenue management,
customer account management, responses to telephone and written enquiries and the reporting
of certain statistics. The price that is charged by PowerStream for these services includes an

amount that is equal to PowerStream's weighted average cost of capital (7.3%).

2013 Electricity Distribution Rates Application
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e Street lighting maintenance

PowerStream manages a tendered, third-party contract for streetlight maintenance, re-lamping
programs, accident and vandalism repair, streetlight fault repairs and pole replacement.
PowerStream charges a management fee for overseeing the contract. The annual amount is

not fixed, but rather depends on the volume of activity.

Table 4 below summarizes the water and sewer and street lighting activities that PowerStream

provides to the Town of Markham.

Table 4. Services Provided to the Town of Markham ($)

Service 2009 2010 2011 2012 2013

Water and Sewer 1,401,200 | 1,426,190 | 1,136,862 | 1,170,172 | 1,205,277
Street Lighting 965,340 | 1,041,443 | 1,186,408 | 1,000,000 | 1,000,000

POWERSTREAM AND THE CITY OF BARRIE

PowerStream provided water and sewer services to the City of Barrie until the end of 2011 at
which time the City of Barrie assumed responsibility for these services. Also, up to the end of
2011, PowerStream provided water heater related services to Barrie Hydro Energy Services
Inc., which is 100% owned by the City of Barrie. These services included billing of all water
heater services, revenue management and collections, customer account management,
telephone and written inquiry handling and certain reporting statistics. The maintenance and
operational services included repairs, removals and replacements. The City of Barrie sold their

water heater assets to a third party and PowerStream no longer provides these services.

2013 Electricity Distribution Rates Application
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POWERSTREAM AND BRADFORD WEST GWILLIMBURY
Services and Products Provided
e Water and sewer

PowerStream provides certain services to water and sewer customers in the Town of Bradford
West Gwillimbury on behalf of the Town of Bradford West Gwillimbury. These include billing,
collection, revenue management, customer account management, responses to telephone and
written enquiries and the reporting of certain statistics. The price that is charged by
PowerStream for these services includes an amount that is equal to PowerStream's weighted

average cost of capital (7.3%).

The annual cost of providing water and sewer service to the Town of Bradford West Gwillimbury

is summarized in Table 5 below.

Table 5: Services Provided to Town of Bradford West Gwillimbury ($)

Service 2009 2010 2011 2012 2013

Water and Sewer | 265,000 | 155,000 | 160,000 | 165,000 | 170,000

2013 Electricity Distribution Rates Application
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POWERSTREAM AND THE CITY OF VAUGHAN, 2011 TO 2015
(DRAFT COPY — WITH THE CITY OF VAUGHAN FOR EXECUTION)

2013 Electricity Distribution Rates Application



SHARED SERVICES AGREEMENT made in duplicate this 1** day of January, 2011
BETWEEN:

POWERSTREAM INC.,
(hereinafter called “PowerStream”)

-and -
THE CITY OF VAUGHAN, (hereinafter called the “City”)

WHEREAS on January 1, 2009, PowerStream and Barrie Hydro Distribution Inc.(Barrie
Hydro) amalgamated (the “Amalgamation”) in accordance with a merger agreement dated
October 10", 2008, between The Corporation of the City of Vaughan, The Corporation of the
Town of Markham and the Corporation of the City of Barrie (the “Merger Agreement”);

AND WHEREAS prior to the Amalgamation, the City and PowerStream entered into an
agreement dated January 1st, 2008, providing for PowerStream to provide certain services to the
City and the City to provide certain services to PowerStream (the “Services Agreement”);

AND WHEREAS PowerStream and the City wish to terminate the Services Agreement
and replace it with this Agreement as of the Effective Date to continue to provide certain services
to each other for the consideration and on the terms and conditions hereinafter set forth;

NOW THEREFORE in consideration of the premises and the mutual covenants and
agreements herein contained (the receipt and sufficiency of which is hereby acknowledged by
each of the Parties hereto), the Parties hereto hereby covenant and agree as follows:

1. INTERPRETATION

1.1 Definitions. In this Agreement, including the recitals and Schedules hereto, the
following words shall have the following meanings:

1.1.1 “Affiliate” means a body corporate which is deemed to be affiliated with
another body corporate, by virtue of one of them being the subsidiary of
the other or both being subsidiaries of the same body or each of them
being controlled by the same person;

1.1.2 “Affiliate Relationships Code” means the rules issued by the Ontario
Energy Board that govern the conduct of utilities as that conduct relates to
their respective affiliates, as may be amended from time to time;

1.1.3  “Agreement” means this shared services agreement and all recitals and all
Schedules attached hereto as the same may be amended, modified,
supplemented, restated, or replaced from time to time;

1.1.4 “Applicable Law” means collectively, all applicable federal, provincial,
territorial, municipal and foreign laws, statutes, ordinances, decrees, rules,



1.1.11

1.1.12

1.1.13

1.1.14

1.1.15

1.1.16

1.1.17

regulations, by-laws, legally enforceable policies, codes, or guidelines,
judicial, arbitral, administrative, ministerial, departmental or regulatory
judgments, orders, decisions, directives, rulings or awards, and conditions
of any grant of approval, permission, certification, consent, registration,
authority or licence by any court, statutory body, self-regulatory authority,
stock exchange or other Governmental Authority;

“Binding Arbitration” has the meaning ascribed thereto in Section 8.12;

“Business Day” means any day other than a day which is a Saturday, a
Sunday or a statutory holiday or a civic holiday in the Province of Ontario;

“City Fees” means collectively, the charges payable by PowerStream for
the provision of the City Services plus all applicable taxes, if any, in
respect thereof;

“City Services” means the services provided by the City to PowerStream
as set out on Schedule A and B attached hereto;

“Claims” has the meaning ascribed thereto in Section 7.2;

“Confidential Information” means the confidential, secret or proprietary
information of one Party (the “Disclosing Party”), including but not
limited to any of such information or data which is technical, financial or
business in nature including customer information, and which has been or
may hereafter be disclosed, directly or indirectly, to the other Party (the
“Recipient”), either orally, in writing or in any other material form, or
delivered to the Recipient;

“Effective Date” means January 1, 2011;
“Extension Notice” has the meaning ascribed thereto in Section 4.2;

“Facilities” means the facilities provided by the City to PowerStream as
set out in Schedule A attached hereto;

“Fees” means collectively the City Fees and the PowerStream Fees;

“Governmental Authority” means any court, arbitrator, administrative
agency, commission, or governmental or regulatory official, department,
agency, body, authority or instrumentality, whether foreign, federal, state,
provincial, municipal, or local, having jurisdiction over the Parties;

“In Writing” or “Written” means a posted letter, a facsimile transmittal
or an e-mail message;

“Internal Dispute Resolution” has the meaning ascribed thereto in
subsection 8.12.1;



1.2

1.3

1.4

1.1.18 “MFIPPA” means the Municipal Freedom of Information and Protection
of Privacy Act, R.S.0. 1990, c. M. 56;

1.1.19 “Notice” has the meaning ascribed thereto in Section 8.5;

1.1.20 “Parties” means the parties to this Agreement and “Party” shall mean any
one of them;

1.1.21 “PowerStream Fees” means collectively, the charges payable by the City
to PowerStream for the PowerStream Services plus all applicable taxes, if
any, in respect thereof;

1.1.22 “PowerStream Services” means the services provided by PowerStream
to the City as set out at Schedules C, D, and E;

1.1.23 “Requested Party” has the meaning ascribed thereto in Section 8.1;

1.1.24 “Services” means collectively the PowerStream Services purchased by the
City from PowerStream as set out on Schedules C, D and E attached
hereto and the City Services purchased by PowerStream from the City as
set out on Schedule A and B, or those services agreed to in writing
between the Parties from time to time;

1.1.25 “Term” means the term of this Agreement commencing on the Effective
Date to and including the Termination Date;

1.1.26 “Termination Date” has the meaning ascribed thereto in Section 4.1;
1.1.27 “Unsatisfied Party” has the meaning ascribed thereto in Section 8.1.

Headings. The division of this Agreement into Sections and subsections and the
insertion of headings are for convenience of reference only and shall not affect the
construction or interpretation of this Agreement. The terms “this Agreement”,
“hereof’, “hereunder” and similar expressions refer to this Agreement and not to
any particular Section or other portion hereof and include any agreement
supplemental hereto. Unless something in the subject matter or context is
inconsistent therewith, references herein to “Sections” are to sections and
“subsections” are to subsections of this Agreement.

Extended Meanings. In this Agreement words importing the singular number
only shall include the plural and vice versa, words importing any gender shall
include all genders and words importing persons shall include individuals,
partnerships, associations, trusts, unincorporated organisations, companies and
corporations.

Currency. All references to currency herein are to lawful money of Canada
unless otherwise specified.
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1.5  Schedules. The following Schedules which are attached to this Agreement are
incorporated by reference into this Agreement and are deemed to be a part of it:

City Services provided to PowerStream:

Schedule A - Facilities

Schedule B - Information Technology Services

PowerStream Services provided to City:

Schedule C - Payroll Services

Schedule D - Cashier Services

Schedule E - Water Meter Reading and Water Billing and Remittance

SERVICES
2.1  Provision of Services.
2.2 In accordance with the terms hereof, from and after the Effective Date to the

Termination Date:

2.2.1 PowerStream agrees to provide and perform, at the request of the City, the
Services for the benefit of the City or the City’s Affiliates, as the case may
be.

2.2.2 The City agrees to provide the City Services for the benefit of
PowerStream or PowerStream’s Affiliates, as the case may be.

2.3 Standard of Services. Notwithstanding the provisions of section 7.1 herein, the

Parties shall perform their respective Services in a prudent, businesslike manner
in accordance with the policies and service levels applicable to such Services as
set out in the Schedules or such practices, policies and service levels as may be
amended from time to time pursuant to Section 2.4 hereof. The Parties shall
provide the Services in accordance with all Applicable Laws. Notwithstanding
the foregoing, “Applicable Laws” shall not include any by-laws, guidelines,
directions, rules or standards of the City introduced, proclaimed or implemented
after the date hereof that affects the provision of the Services by PowerStream
hereunder or the terms hereof.
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2.5

2.6

Amendments. At any time during the term of this Agreement either Party may
request changes in the Services that a party receives or the practices, policies or
performance levels applicable to the Services received by submitting such
requests (the “Requesting Party”) In Writing to the other Party (the “Receiving
Party”). Within a reasonable time, but in any event not more than thirty (30)
Business Days after receiving written notice of a request, the Receiving Party
shall advise the Requesting Party whether the change requested will have an
impact on the delivery of the Services, acting reasonably, and whether or not the
request will have an impact on the associated Fees and whether the Receiving
Party authorizes the implementation of the change under the revised terms
specified by the Requesting Party or rejects the change proposed. Minor
adjustments to existing reports shall not trigger fee increases or the imposition of
one-time fees. Pending the Receiving Party response, the Requesting Party shall
continue to receive the applicable Services in accordance with the latest approved
terms for the provision of such Services.

Fees.

2.5.1 City Fees paid by PowerStream shall be those as set out on Schedules A
and B, or as mutually agreed upon by the Parties In Writing from time to
time.

2.5.2 PowerStream Fees paid by the City shall be those as set out on Schedules
C, D, and E, or as mutually agreed upon by the Parties In Writing from
time to time.

2.5.3 Unless otherwise specified herein, PowerStream Fees shall be invoiced to
the City on a monthly basis.

2.5.4 City Fees shall be invoiced to and shall be payable by PowerStream in
accordance with the provisions of Schedule A and B.

2.5.5 The Parties agree that payment of City Fees and other charges provided
for hereunder will be due and payable in arrears not later than thirty (30)
days after the date of invoice.

2.5.6 All PowerStream Fees and City Fees shall comply with the requirements
of the Affiliate Relationships Code.

Co-operation by City. The City shall co-operate with PowerStream to assist it in

the provision of the Services. Without limiting the generality of the foregoing,
the City shall:

2.6.1 assign a minimum of two (2) representatives of the City to co-ordinate
with PowerStream the provision of the Services to the City to deal with
financial and operational issues respectively;



2.7

2.6.2

2.6.3

2.64

2.6.5

prepare and provide to PowerStream, in a mutually acceptable format, all
information reasonably required by PowerStream to permit proper
delivery of the Services;

establish, incorporate and maintain as part of the practices, policies and
service levels applicable to such Services, in consultation with
PowerStream, operating procedures to satisfy the City’s requirements for
accuracy and auditing;

provide training, if necessary, to personnel to assist in the provision of the
required information to PowerStream to permit PowerStream to provide
the Services; and,

provide PowerStream with assistance in collecting amounts owed to the
City. The City may place any of such unpaid amounts on the collector’s
roll and enforce any other rights or remedies of the City pursuant to
section 398(2) of the Municipal Act, S. O. 2001, c. 25.

Customer Information.

2.7.1

2.7.2

2.7.3

PowerStream acknowledges that the ownership of all data in respect of
water and sewer customers of the City as such data relates to: water and
sewer information, water and sewer consumption history and charges, fire
protection information, customer information including name, billing
address, legal description, service address, the final twelve (12) months of
meter readings for each customer, outstanding water and sewer invoices,
customer credit and collection information, and information with regard to
work orders and asset management systems is and shall remain the
property of the City. PowerStream shall ensure that all of the data
contemplated by this Section 2.7.1 is backed up in accordance with current
PowerStream procedures and can be restored in one or two Business Days.
The City acknowledges that PowerStream can only back up data collected
for a maximum period of 7 years.

The City acknowledges that the ownership of data in respect of electricity
customers whether past or present of PowerStream or any of its Affiliates
is and shall remain the property of PowerStream

Requests for data by the City under Section 2.7.1 shall be made In Writing
by an individual designated by the City to the attention of the VP
Information Services at PowerStream or such other individual designated
by PowerStream. PowerStream shall within one (1) Business Day advise
the City of the effort required to provide such data and such data shall be
provided by PowerStream to the City no later than two (2) Business Days
from the date the request is made by the City or within such other, longer
period of time as set out in the response from PowerStream.



2.7.4 Each Party, its employees and agents shall abide by all Applicable Laws,
including the requirements of the Affiliate Relationships Code to the
extent that it applies, and including Applicable Laws relating to the
collection, use, retention, destruction and disclosure of any personal
information which has been collected, used, retained, destroyed and
disclosed in connection with the Services provided by such Party
hereunder.

3. CONFIDENTIAL INFORMATION

3.1

3.2

Confidentiality Obligation. Commencing upon the Effective Date and
continuing thereafter , each Party:

3.1.1 shall treat as confidential, keep in safe custody and not disclose to any
third party any Confidential Information provided to it by the other Party;
and,

3.1.2 use such Confidential Information only to the extent necessary to comply
with this Agreement.

Each of the Parties shall establish and enforce procedures to protect Confidential
Information disclosed to it by the other Party and shall restrict disclosure of such
Confidential Information to only those employees, officers, agents and
professional advisors of it and its Affiliates who need to know such information in
connection with such Party’s performance of this Agreement and in accordance
with MFIPPA or any other applicable legislation. If a Party or its Affiliate is
required by order of any Governmental Authority or Applicable Law or the rules
of a stock exchange to disclose Confidential Information disclosed to it by the
other Party, it shall promptly notify (if permissible) the other Party of the request
for disclosure and shall cooperate with the other Party if that other Party opposes
the request for disclosure and wishes to seek confidential treatment for such
Confidential Information that is required to be disclosed. Each of the Parties
acknowledges that no adequate remedy at law exists for a material breach or
threatened material breach of this Section 3.2 the continuation of which
unremedied will cause the other Party to suffer irreparable harm, and agrees that
the other Party is entitled, in addition to other remedies which may be available at
law or in equity, to immediate injunctive relief from any breach of this Section 3.2
and to specific performance of its rights. Promptly following the Termination
Date, each Party agrees to use commercially reasonable efforts to deliver to the
other Party the Confidential Information (including all electronic and other copies
thereof) disclosed to it by the Disclosing Party that the Receiving Party possesses
or, upon request by a Disclosing Party, the Receiving Party shall confirm In
Writing from a senior officer of a Party to the Disclosing Party that such
Confidential Information has been destroyed in accordance with the Disclosing
Party’s instructions.
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The Parties agree to protect the Confidential Information in accordance with
MFIPPA and the Personal Information Protection and Electronic Documents Act
(Canada).

4. TERM.

4.1

4.2

Term. This Agreement will be effective as at the Effective Date and shall
terminate five (5) years after the Effective Date, unless terminated earlier pursuant
to Section 5.1 or extended by renewal of the term pursuant to Section 4.2 (the
“Termination Date”™).

Extension of Term. If either Party gives notice In Writing to the other Party by
not later than sixty (60) days prior to the Termination Date, requesting the
continuation of Services or the provision of the City Services, as the case may be
(an “Extension Notice”) for an additional one year period, the Parties agree to
negotiate, in good faith, in order to determine the terms and conditions on which
such Services will be provided for a renewal term of one (1) year or such longer
period as is mutually agreed to. Notwithstanding anything in this Section 4.2 to
the contrary, there shall be no obligation upon any Party having been provided
with an Extension Notice to extend the term of this Agreement.

S. TERMINATION.

5.1

Termination. This Agreement, shall terminate on the Termination Date and may
be terminated prior thereto as follows:

5.1.1 by the mutual written consent of the Parties hereto;

5.1.2 Dby either Party effective upon not less than thirty (30) days written notice
of any material breach or default of any provision or obligation of this
Agreement by a Party, provided that such notice will not be effective to
terminate this Agreement in the event the other Party cures the default
during such notice period; and

5.1.3 immediately, by either Party if the other Party becomes insolvent or is a
party to any bankruptcy or receivership proceeding or any similar action
affecting the affairs, property or solvency of such Party.

5.1.4 Termination Without Prejudice. Any such termination of this
Agreement shall be without prejudice to any other remedies which any
Party may have against the other arising out of such breach of default and
shall not affect any rights or obligations of any Party arising under this
Agreement prior to such termination.

6. FORCE MAJEURE.

6.1

Force Majeure. Performance of any obligation under this Agreement, other than
the payment of Fees pursuant to Section 2.5.3, 2.5.4 and 2.5.5, may be suspended




by either Party without liability to the extent that an act of God, war, fire,
earthquake, explosion, governmental expropriation, governmental law or
regulation or any other occurrence beyond the reasonable control of such Party or
labour disruption, strike or injunction (if such labour event is not caused by the
bad faith or unreasonable conduct of such Party) delays, prevents, restricts, limits
or renders commercially unfeasible the performance of any such obligation. The
affected Party may invoke this provision by promptly notifying the other Party of
the nature and estimated duration of the suspension. No Party hereto invoking
this provision shall be liable for any failure to perform or any delay in the
performance of its obligations in this Section 6.1.

7. DISCLAIMER, LIMIT OF LIABILITY AND INDEMNITY

7.1

7.2

7.3

7.4

Disclaimer. The Services provided by PowerStream are provided without any
warranty whatsoever, other than as is set forth in Section 2.3 hereof. In particular,
PowerStream makes no warranty as to the suitability of any of the Services for the
specific purposes or needs of the City. The warranty contained in this Agreement
is the only warranty made by PowerStream with respect to the Services.
PowerStream specifically excludes any other warranties or conditions express or
implied, including, but not limited to, implied warranties or conditions of
merchantability, merchantable or satisfactory quality or fitness for a particular
purpose, and those arising from a course of dealing or usage of trade.

Indemnity by the City. The City agrees to indemnify, defend and hold harmless
PowerStream from any and all claims, litigation, damages, losses, causes of action
or expenses (including legal fees and disbursements) (“Claims”) suffered or
incurred by PowerStream from third parties or otherwise in connection with:

7.2.1.1 a breach of the City’s obligations under this Agreement insofar as
PowerStream has complied with its obligations under this
Agreement; and

7.2.1.2 any negligence on the part of the City, its employees, contractors
or agents in its provision of the City Services.

Notwithstanding the provisions of Section 7.2, the City shall be under no
obligation to indemnify and save harmless PowerStream from any Claims
resulting from the negligence or wilful misconduct of PowerStream in its
provision of the PowerStream Services hereunder.

Indemnity by PowerStream. PowerStream agrees to indemnify, defend and hold
harmless the City from any and all Claims suffered or incurred by the City from
third parties or otherwise in connection with:

7.4.1 abreach of PowerStream’s obligations under this Agreement insofar as the
City has complied with its obligations under this Agreement; and



7.5

7.6

7.4.2 any negligence on the part of PowerStream, its employees, contractors or
agents in its provision of the Services hereunder.

Notwithstanding the provisions of Section 7.4, PowerStream shall be under no
obligation to indemnify and save harmless the City from any Claims resulting
from the negligence or wilful misconduct of the City in its provision of the City
Services hereunder.

Insurance. Both Parties shall provide and keep in force a comprehensive liability
insurance policy with coverage equal to or greater than Five Million Dollars
($5,000,000) (Canadian) of sufficient coverage in respect of the Services
performed by it under the terms of this Agreement.

MISCELLANEOUS

8.1

Audit. The Parties shall maintain accurate and complete books and records with
respect to (i) the Services provided hereunder, (ii) the Fees, and (iii) any
information provided by a Party to the other Party for the provision of the
Services. Each Party shall keep its accounts and records in accordance with
Canadian generally accepted accounting principles from time to time approved by
the Canadian Institute of Chartered Accountants (or a successor institute) with
respect to the computation of Fees and other charges payable pursuant to this
Agreement. Each Party shall be entitled to audit such books and records in order
to confirm compliance with the terms of this Agreement. Each Party shall make
such books and records available to individuals designated by the other Party and
provide any assistance it may reasonably require in order to conduct audits and
inspections, provided that:

8.1.1 audits and inspections shall be made at reasonable times and on at least ten
(10) Business Days prior notice; and

8.1.2 audits of Fees shall be made not later than twenty four (24) months after
such Fees have been paid by a Party to the other Party.

Each Party agrees to provide the other Party with reasonable facilities for such
audits and inspections and copies of documents, where necessary, appropriate and
permitted by law. If a Party is not satisfied with the information provided (the
“Unsatisfied Party”), the Unsatisfied Party may retain, at its own expense, an
independent auditor, to review the books and records referred to above. The Party
requested to provide additional information (the “Requested Party”) may refuse
to disclose to the Unsatisfied Party or its agents any information that the
Requested Party is prevented from disclosing as a result of a confidentiality
obligation to another person provided that the Requested Party shall use
commercially reasonable efforts to obtain consents to permit disclosure of such
information if such information is reasonably required in order to conduct an audit
and inspection by the Requesting Party under this Section 8.1 and the Requesting
Party or its agents has requested access to such information. Each of the Parties



8.2

8.3

8.4

8.5

agree that any third party conducting an audit or inspection shall be subject to the
confidentiality provisions of Sections 3.1 and 3.2 and may be required by the
Requested Party to enter into a confidentiality and non-disclosure agreement in
form and substance reasonably acceptable to the Requested Party and each of the
Parties agree that should an independent auditor be deemed by the Requested
Party to be a competitor of the Requested Party, the Parties shall mutually agree
to the review and audit procedures prior to such review and audit.

Governing Law. This Agreement shall be governed by and construed in
accordance with the law of the Province of Ontario and the laws of Canada
applicable therein.

Successors. This Agreement will enure to the benefit of and be binding on the
respective successors and assigns of each of the Parties.

Time of Essence. Time shall be of the essence of this Agreement

Notices. Unless otherwise expressly provided herein, any notice, consent or other
communication (a “Notice”) given pursuant to or in connection with this
Agreement shall be In Writing and shall be sufficiently given to the person to
whom it is addressed if transmitted by facsimile, delivered in person to or for such
person at the address of such person indicated below or at such other address as
such person shall have provided in writing to the other Party in accordance with
this provision. Any Notice provided in accordance with this provision shall be
deemed to have been sufficiently given or made on the date on which it was so
transmitted by facsimile or delivered provided that if such day is not a Business
Day or delivery occurs after normal business hours of the recipient, the Notice
shall be deemed given or made on the Business Day following transmission or
delivery, as the case may be.

To PowerStream:

PowerStream Inc.
161 Cityview Boulevard
Vaughan, Ontario

L4H 0A9
Attention: Dennis Nolan
Executive Vice President, Corporate Services and Secretary
Fax: (905) 532-4616
E-Mail: dennis.nolan@powerstream.ca
To the City:
City of Vaughan
2141 Major Mackenzie Drive
L6A 1T1

[NTD: VAUGHAN TO INSERT]



8.6

8.7

Primary Contact:

Attention: [=]

E-Mail:

Fax: [=]
[*]

For agreement invoicing/payment or matters related to water & sewer

services/cashiering/payroll

Attention: [=]

Fax: [=]
E-Mail: [=]

For facility issues:

Attention: [=]

Fax: [=]
E-Mail: [=]

For information technology services :

Attention: [=]

Fax: [=]
E-mail: [=]

or to such other address as such Party shall have notified to the other Party hereto.
Any communication so addressed and delivered shall be deemed to have been
sufficiently given or made on the date on which it was received.

Entire Agreement. This Agreement, together with the recitals and the Schedules
attached hereto, constitutes the entire agreement between the Parties hereto with
regard to the subject matter hereof and supersedes and cancels all previous
negotiations, agreements, commitments and writings in respect of the subject
matter hereof. This Agreement may not be modified or amended in any respect
except by written instrument signed by the Parties hereto.

Waiver. The failure of any Party to this Agreement at any time to require
performance by the other Party of any provision hereof shall in no way affect the
full right to require such performance at any time thereafter of any other provision
hereof and no waiver by any Party hereof of any breach of condition, covenant or
agreement shall constitute a waiver except in respect of the particular breach
giving rise to such waiver. Any such waiver shall be effective only if made in
writing by the Party entitled to waive the provision.



8.8

8.9

8.10

8.11

8.12

Independent Contractor. By virtue of this Agreement, no Party hereto
constitutes any other Party hereto as its agent, partner, joint venturer, franchisee
or legal representative and no Party has express or implied authority to bind any
other Party hereto in any manner whatsoever. Unless otherwise contemplated in
the Services or approved in writing by the other Party, no Party hereto will
assume or create any obligation or responsibility whatsoever, express or implied,
on behalf of or in the name of that other Party.

Assignment. This Agreement and the privileges herein granted shall not be
assigned by either Party except with the prior written consent of the other, such
consent not to be unreasonably withheld. Notwithstanding the foregoing, either
party or its permitted assignee may, as security only, assign, transfer, pledge,
grant a security interest in or otherwise dispose of its rights and interests under
this Agreement to a trustee or lending institution, including such an assignment,
transfer or other disposition upon or pursuant to the exercise of remedies by such
trustee or lending institution.

Further Assurances. Each of the Parties hereto from time to time at the request
and expense of the other Party hereto and without further consideration, will
execute and deliver such other instruments of transfer, conveyance and
assignment and take such further action as such other Party may require to more
effectively complete any matter provided for herein.

Severability. Any covenant or provision hereof determined to be void or
unenforceable in whole or in part will be deemed not to affect or impair the
validity or enforceability of any other covenant or provision hereof and the
covenants and provisions hereof are declared to be separate and distinct.

Arbitration.

8.12.1 In the event of any dispute or claim between the Parties, arising out of, or
relating to, in any way connected with this Agreement or its interpretation
or the fulfilment of the obligations of the Parties hereunder (a “Dispute”),
such Dispute shall be referred internally by either Party by written
notification to Dennis Nolan, Executive Vice President, Corporate
Services and Secretary at PowerStream and [ = ] at the City for resolution
(the “Internal Dispute Resolution”). If the Dispute is not resolved within
sixty (60) Business Days of a Dispute being referred to the Internal
Dispute Resolution then such Dispute shall be settled by binding
arbitration (“Binding Arbitration”). Binding Arbitration shall be
conducted in accordance with the Arbitration Act, 1991 (Ontario), as
amended from time to time.

8.12.2 It shall be a condition precedent to the right of a Party to this Agreement
to submit a Dispute to Binding Arbitration that such Party shall have given
written notice of its intention to do so to the other Party to this Agreement
and such written notice shall state the particulars of such Dispute. Within



8.13

8.14

8.12.3

8.12.4

ten (10) Business Days of such notice being provided, the Parties to this
Agreement shall mutually appoint a single arbitrator to determine the
Dispute. The arbitrator shall fix a time, which shall not be later than ten
(10) Business Days following his or her appointment, and a place in
Vaughan, Ontario, for the purpose of hearing the evidence and
representations of the Parties. Each of the Parties shall co-operate with the
arbitrator and shall provide him or her with all information in their
possession or under their control necessary or relevant to the matter being
determined. Within ten (10) Business Days after the conclusion of the
arbitration hearing, or such longer period as may be required by the
arbitrator appointed under this subsection 8.12.2, the arbitrator shall make
an award and reduce the same to writing and deliver one copy of his or her
decision to each Party.

If the Parties fail to agree on an arbitrator within the time period specified
in subsection 8.12.2 above, then, unless the parties otherwise agree, the
Dispute shall be submitted to ADR Chambers for final resolution, which
submission shall be by written notice which may be provided by either
Party to ADR Chambers and to the other Party to this Agreement. Within
five (5) Business Days following the date of any notice given by either
Party pursuant to this subsection 8.12.3, an arbitrator shall be selected by
random draw made by ADR Chambers. The arbitrator so selected shall
perform both the settlement conference and the trial in the matter. The
Parties further agree to be bound by the rules of the ADR Chambers in
force from time to time.

There shall be no right of appeal from the arbitrator’s award except in
accordance with the Arbitration Act, 1991 (Ontario). The Parties agree
that a judgment upon the arbitration award may be entered in any court in
Canada or any court having jurisdiction, or that an application may be
made to such court for judicial recognition of the award and/or an order of
enforcement thereof. The Parties agree that the arbitrator selected
pursuant to subsections 8.12.2 and 8.12.3 shall determine costs (legal fees
and disbursements) as part of the arbitrator’s award.

Survival. The following Sections and or subsections will survive the expiry or
termination of this Agreement: Section 2.5, Section 2.7, Section 3, Section 7,
Section 8.1 and this Section 8.13.

Counterparts. This Agreement may be executed by the Parties hereto in several
counterparts, each of which when so executed and delivered shall be an original
and all such counterparts shall together constitute one and the same instrument.



IN WITNESS WHEREOF, this Agreement has been executed by the Parties hereto on the date
first above written.

POWERSTREAM INC.

Per:

Name: Dennis Nolan
Title: EVP Corporate Services & Secretary

CITY OF VAUGHAN

Per:

Name:
Title:

Per:

Name:
Title:



SCHEDULE A
FACILITIES PROVIDED TO POWERSTREAM
TERMS
SERVICE PROVIDED

The City agrees to provide PowerStream facility space at the following locations for the term of
the Agreement, except in the case of the Joint Operations Centre which PowerStream will only
be occupying until December 31, 2012 or such other period of time as agreed to between the
Parties:

» Joint Operations Centre — Designated outdoor space
» Civic Centre — Designated counter space

As part of the rental fee, PowerStream will receive occupancy services consistent to the City’s
current operational standards. This would include services which are normally the responsibility
of the tenant such as parking, access to common areas, custodial, insurance, cleaning, garbage
collection, security, telephone system and long distance charges, etc.

Additional service requests related to enhanced service levels, renovations, or additional space,
will require mutual agreement and may result in a fee adjustment or separate billing. Requests of
this nature should be submitted by way of a work order or written request to the City’s Building
and Facilities Department.

PRICING

In consideration of the above, PowerStream shall pay the following annual rental rates inclusive
of Maintenance and Insurance over the term of the Agreement.

Payments shall be due as per the City invoicing schedule.

2011 2012 2013 2014 2015
Joint Operations Centre $123,000 $126,000 0 0 0
Civic Centre — Designated $10,149 $10,454 $10,758 $11,062 $11,367

Counter Space

Civic Centre — Designated Counter Space for Cashiers 3% increase per year over 2010 fee



SCHEDULE B
INFORMATION TECHNOLOGY SERVICES PROVIDED TO POWERSTREAM
TERMS
SERVICE PROVIDED

JDE Enterprise Software License Maintenance

Currently the City pays for JDE software annual maintenance fees, which provides continuous
access to JDE software fixes, news releases, etc. PowerStream currently holds an identical set of
applications and equally benefits from this service. Therefore it is reasonable to share in this
cost.

Network Link (WAN Services)

There is a mutual need to establish a network link between the Civic Centre and PowerStream’s
head office. This link is necessary for the City to provide payroll information to PowerStream
for administration and processing purposes. PowerStream requires a link to access billing
information in order to perform the cashiering function located at the Civic Centre. The need for
this type of connection is being reviewed by both PowerStream and the City, at the end of each
calendar year of the Agreement the need for this type of connection will be reviewed by the
Parties and if mutually agreed that the connection is no longer required, or due to technological
changes a different connection is required, a new fee will be established for this service as agreed
to by both Parties.

PRICING

In consideration of the above, PowerStream shall pay the following annual amounts

2011 2012 2013 2014 2015
JDE Enterprise Software Licence $34,850  $35,939  $37,065 $38,126  $39,226
Network Link (WAN Services) $4,800 $4,900 $5,000 $5,200 $5,400

TOTAL  $39,650  $40,839  $42,065 $43,326 $44,626



PRICING METHODOLOGY

Services are subcontracted and provided by external parties and should therefore be considered
market value. Both Parties benefit equally from the services mentioned above and costs are
shared evenly (50/50). Fees are based on forecasted inflation of 3% per year from 2010 fee.

OTHER INTERESTS

Additional service requests will require mutual agreement and may result in a fee adjustment or
separate billing. Requests of this nature should be submitted by way of a work order or written
request to the City’s Information Technology Management Department.



SCHEDULEC

PAYROLL SERVICES

PAYROLL SERVICES PROVIDED BY POWERSTREAM TO THE CITY

SERVICE SUMMARY

PowerStream agrees to provide the following payroll services to the City for the years 2011 to

2015.

e Payroll administration

Payroll service for the City employees.

Payroll to City Council for Region of York, Hydro Vaughan Holdings Inc., Hydro
Vaughan Energy Corp and Vaughan Holdings.

Retroactive payment processing for collective agreement ratified.

Payment of retiring allowances and severance packages including RRSP transfers.
Distribution of labour costs to the City’s general ledger.

Special payments for cleaning allowances, long service pay, reclass pay, shift
premiums, statutory holiday pay, etc.

Preparation of Record of Employment forms.

Processing of bank deposit changes and tax changes.

e Tax, benefits, and deductions administration

Weekly deductions and remittances for income tax, CPP, EI (4 CRA business
numbers), support payments and garnishments, employee credit union, group
RRSP, recreation memberships, Canada Savings Bonds, union dues (6 unions),
group home and auto insurance, optional and spousal life insurance, United Way,
employee computer purchase plan, clothing and uniform deductions.

Monthly remittances for Employer Health Tax (4 accounts), WSIB, OMERS (2
accounts).

Monthly and annual reporting for OMERS (2 accounts).

e Reporting

Monthly reporting to Statistics Canada, OMERS, Employer Health Tax, and
WSIB.

Annual reporting for CRA (T4 and T4A’s), OMERS, Employer Health Tax,
WSIB, Public Sector Salary Disclosure Information, EI Premium Reduction
Application.

Responding to HRDC requests for information regarding employment insurance
claims.

Ad hoc reporting to department managers for budget monitoring.

Assist with City Financial Information Return.



e Other

Coordinate payroll audits by City auditors, CRA, Ministry of Finance, and WSIB.
Perform all acceptance testing and implement payroll computer systems changes
including integration with other finance and HR systems.

Legislative interpretation and ensuring compliance with legislation.

Ensure compliance with City by-laws and six collective agreements.

OMERS administration (leave of absence buy-backs, termination reporting, etc.).
Liaise with external government organizations, banks, lawyers, etc.

COSTING METHODOLOGY

PowerStream will charge the following prices for providing the payroll services listed above to

the City:

2011: $334,929
2012: $344,977
2013: $355,326
2014: $365,986
2015: $376,966

The prices listed above are cost based and are marked up by PowerStream’s weighted average
cost of capital of 7.3%. The following process was used to arrive at the costs.

1.

2.

Determined the direct costs associated with providing the service.
Determined the indirect costs associated with providing the service.

Determined what percentage of each budgetary account of the Payroll Department
is attributable to providing the services.

Determined what costs are related only to providing the service and PowerStream
wouldn’t incur if it didn’t provide the service.

Adjusted all costs for 3% inflation for years 2012, 2013, 2014 and 2015.
Summed all the costs related to providing the payroll services.

Adjusted the total cost for 7.3% in order to ensure a ROI of 7.3% as required by
the ARC.

The adjusted amount is the price charged to the City.



SCHEDULE D
CASHIER SERVICES

CASHIER SERVICES PROVIDED BY POWERSTREAM TO THE CITY

SERVICE SUMMARY

PowerStream agrees to provide the following cashier services to the City for the years 2011 to
2015.

e Opening and sorting night box for payments

e Processing payments for:

= Taxes

= Parking permits
= Permits

= Licensing

= Dog Tags

e Delivery of items to the City Mail Room

¢ Encoding all cheques in preparation for daily bank deposits

e Preparing Debit Machine, Visa/MasterCard

e (ash petty cash cheques

e Change/create float for events (Canada Day, Winder Fest, etc.)
e Prepare courier pick-up for Symcor payments

e Prepare for Brinks pick-up of daily cash deposits

e Prepare daily City blotter

e Issue City receipts

e Deliver completed/processed receipts to appropriate departments:

= Building
= Taxes

= Bylaws

= Licensing
= Finance



Process and accept ticket purchases for City events/offers
=  Wonderland
= Ontario Place
= QGolf tournaments
= QOther special events

Respond to counter inquiries (location of departments, tax due dates, etc.)

COSTING METHODOLOGY

PowerStream will charge the following prices for providing the cashier services listed above to
the City:

2011: $242,890
2012: $250,176
2013: $257,682
2014: $265,412
2015: $273,374

The prices listed above are cost based and are marked up by PowerStream’s weighted average
cost of capital of 7.3%. The following process was used to arrive at the costs.

1.

2.

8.

Determined the direct costs associated with providing the service.
Determined the indirect costs associated with providing the service.

Determined what percentage of each budgetary account of the Payments Department is
attributable to providing the services.

Determined what costs are related only to providing the service and PowerStream
wouldn’t incur if it didn’t provide the service.

Adjusted all costs for 3% inflation for years 2012, 2013, 2014 and 2015.
Summed all the costs related to providing the cashier services.

Adjusted the total cost for 7.3% in order to ensure a ROI of 7.3% as required by the
ARC.

The adjusted amount is the price charged to the City.

The cashiering services will only be required to be performed by PowerStream until
approximately September 30, 2012. Any cashiering services to be performed by PowerStream
after this proposed date or in the event of cashiering services by the City on behalf of
PowerStream, the Parties will amend the Agreement accordingly.



SCHEDULEE

WATER METER READING AND WATER BILLING AND REMITTANCE SERVICES

PROVIDED BY POWERSTREAM TO THE CITY

Services levels currently provided will be maintained which may include those functions

following.

GENERAL SERVICES PROVIDED

e Billing of all water/sewer services.

As required, PowerStream to explain the methodology used to produce
estimated readings and the adjustment/correction once regular reads are
collected.

PowerStream shall be responsible for the work quality of their meter readers.

PowerStream shall be responsible for submitting any work orders relating to
water meters to the City and/or the City’s contractor in a timely manner.

e Revenue Management & Collections

Payment by customers of water accounts are in conjunction with electricity
accounts and the amounts owing are treated as one (unless prevented by the
Ontario Energy Board from doing so). The Ontario Energy Board has made
amendments to the Distribution System Code (DSC) that effective January 1%,
2011 or up to two (2) years from that date based on circumstances described
in the amended DSC, payments must be allocated to electricity charges first
and then to other charges.

Upon request, PowerStream shall investigate & provide account details to the
City for specific customers where consumption varies from historic
consumption levels.

PowerStream shall provide billing & collection for Waterworks customer
services as per the City’s approved user fee schedule for the following
services:

Frozen meter replacement

Water turn on and/or turn off

Water meter removal, replacement and/or reinstallation
Water meter testing

PowerStream shall provide written notices to the customer to have the ARB
installed or repaired.



» Coordination of appointments for repairs to water meter remote readout devices.
CUSTOMER ACCOUNT MANAGEMENT

e Resolution of Returned Mail
e Management of outgoing mail

SERVICE LEVELS

e PowerStream will include with its regular bill mailings one (1) bill insert per mailing
(containing Waterworks information supplied by the municipality) at no cost.
Availability is at the discretion of PowerStream. There may be third party costs
associated with bill inserts.

TELEPHONE AND WRITTEN INQUIRY HANDLING

Response to telephone and written inquiries regarding water/sewer and electric will meet or
exceed the mandated requirements as set out by the Ontario Energy Board:

= Telephone Response — 65% of calls answered within 30 seconds.
=  Written Response to Inquiry — Within 10 business days, 80% of the time.

Annual statistics are reported to the Ontario Energy Board.

REPORTING STATISTICS

e Monthly Billing Summary - best efforts by the fifth working day and no later than the
10™ calendar day.

e Monthly Active Account Count List of Water Accounts best efforts by the fifth working
day (broken down between residential and commercial) and no later than the 10"
calendar day.

Water Meter Serial Number Corrections

PowerStream shall update the water meter serial numbers in their database as provided by
the City from time to time. These corrections should be merged into PowerStream’s
database within 20 business days of receipt.

Work Orders Statistics
e PowerStream shall provide the City monthly reports of outstanding work orders.
Customer Billing Data

PowerStream should provide customer billing data to the City in electronic format at the
end of each billing month. The billing data should include the customers billed in the



current month, separated into residential, general and industrial customers. Data is used
in various Waterworks analyses.

PRICING

PowerStream will charge the following prices for providing the water meter reading,
billing and payment & collection services listed above. The Parties will review the 2014
and 2015 prices in 2014 and 2015 at a mutually agreeable time. In the event the growth
in the annual number of accounts exceeds 7% in either of 2014 or 2015, adjustments to
pricing for those years will be made accordingly, subject to the mutual agreement of the
Parties.

2011: $1,147,000
2012: $1,181,410
2013: $1,216,850
2014: $1,253,360
2015: $1,290,960

The prices listed above are cost based and are marked up by PowerStream’s weighted
average cost of capital of 7.3%. The following process was used to arrive at the costs.
The meter reading service is obtained form a competitive bidding process.

1. Determined the direct costs associated with providing the service.
2. Determined the indirect costs associated with providing the service.
3. Determined what percentage of each budgetary account of the various Customer

Services Departments are attributable to providing the services.

4. Determined what costs are related only to providing the service and PowerStream
wouldn’t incur if it didn’t provide the service.

5. Adjusted all costs for 3% inflation for years 2012, 2013, 2014 and 2015.

6. Summed all the costs related to providing the water services.
7. Adjusted the total cost for 7.3% in order to ensure a ROI of 7.3% as required by
the ARC.

8. The adjusted amount is the price charged by PowerStream to the City.
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SHARED SERVICES AGREEMENT made in duplicate this 1% day of January, 2011
BETWEEN: i

POWERSTREAM INC.,,
(hereinafter called “PowerStream”)

-and -

THE CORPORATION OF THE TOWN OF MARKHAM,
(hereinafter called the “Town’)

WHEREAS on January 1, 2009, PowerStream and Barrie Hydro Distribution Inc.(Barrie
Hydro) amalgamated (the “Amalgamation”) in accordance with a merger agreement dated
October 10™, 2008, between The Corporation of the City of Vaughan, The Corporation of the
Town of Markham and the Corporation of the City of Barrie (the “Merger Agreement”);

AND WHEREAS prior to the Amalgamation, the Town and PowerStream entered into
an agreement dated January 1st, 2008, providing for PowerStream to provide certain services to
the Town and the Town to provide certain services to PowerStream (the “Services
Agreement”);

AND WHEREAS PowerStream and the Town wish to terminate the Services Agreement
and replace it with this Agreement as of the Effective Date to continue to provide certain services
to each other for the consideration and on the terms and conditions hereinafter set forth;

NOW THEREFORE in consideration of the premises and the mutual covenants and
agreements herein contained (the receipt and sufficiency of which is hereby acknowledged by
each of the Parties hereto), the Parties hereto hereby covenant and agree as follows:

1. INTERPRETATION

1.1 Definitions. In this Agreement, including the recitals and Schedules hereto, the
following words shall have the following meanings:

1.1.1 “Affiliate” means a body corporate which is deemed to be affiliated with
another body corporate, by virtue of one of them being the subsidiary of
the other or both being subsidiaries of the same body or each of them
being controlled by the same person

1.12 “Affiliate Relationships Code” means the rules issued by the Ontario
Energy Board that govern the conduct of utilities as that conduct relates to
their respective affiliates, as may be amended from time to time.

1.1.3 “Agreement” means this shared services agreement and all recitals and all
Schedules attached hereto as the same may be amended, modified,
supplemented, restated, or replaced from time to time;



1.14

1.1.5

1.1.6

1.1.7

1.1.8

1.1.9

1.1.10
1.1.11
1.1.12

1.1.13

1.1.14

L.1.15

1.1.16

1.1.17

-2

“Applicable Law” means collectively, all applicable federal, provincial,
territorial, municipal and foreign laws, statutes, ordinances, decrees, rules,
regulations, by-laws, legally enforceable policies, codes, or guidelines,
judicial, arbitral, administrative, ministerial, departmental or regulatory
Judgments, orders, decisions, directives, rulings or awards, and conditions
of any grant of approval, permission, certification, consent, registration,
authority or licence by any court, statutory body, self-regulatory authority,
stock exchange or other Governmental Authority;

“Binding Arbitration” has the meaning ascribed thereto in Section 8.12;

“Business Day” means any day other than a day which is a Saturday, a
Sunday or a statutory holiday or a civic holiday in the Province of Ontario;

“Claims” has the meaning ascribed thereto in Section 7.2;

“Confidential Information” means the confidential, secret or proprietary
information of one Party (the “Disclosing Party”), including but not
limited to any of such information or data which is technical, financial or
business in nature including customer information, and which has been or
may hereafter be disclosed, directly or indirectly, to the other Party (the
“Recipient”), either orally, in writing or in any other material form, or
delivered to the Recipient;

“Effective Date”” means January 1, 2011;

“Extension Notice” has the meaning ascribed thereto in Section 4.2;
“Fee Review Date” has the meaning ascribed thereto in subsection 2.5.3;
“Fees” means collectively the Town Fees and the PowerStream Fees;

“Governmental Authority” means any court, arbitrator, administrative
agency, commission, or governmental or regulatory official, department,
agency, body, authority or instrumentality, whether foreign, federal, state,
provincial, municipal, or local, having jurisdiction over the Parties;

“In Writing” or “Written” means a posted letter, a facsimile transmittal
or an e-mail message;

“Internal Dispute Resolution” has the meaning ascribed thereto in
subsection 8.12.1;

“MFIPPA” means the Municipal Freedom of Information and Protection
of Privacy Act, R.S.0. 1990, c. M. 56.

“Notice” has the meaning ascribed thereto in Section 8.5;



1.2

1.3

o3

1.1.18 “Parties” means the parties to this Agreement and “Party” shall mean any
one of them.

1.1.19 “PowerStream Fees” means collectively, the charges payable by the
Town to PowerStream for the provision of the services set out on
Schedules B and C attached hereto, plus all applicable taxes, if any, in
respect thereof;

1.1.20 “PowerStream Services” means the services provided by PowerStream
to the Town as set out at Schedules B and C;

1.1.21 “Requested Party” has the meaning ascribed thereto in Section 8.1;

1.1.22 “Services” means collectively the PowerStream Services purchased by the
Town from PowerStream as set out on Schedules B and C attached hereto
and the Town Services purchased by PowerStream from the Town as set
out on Schedule A, or those services agreed to in writing between the
Parties from time to time;

1.1.23 “Term” means the term of this Agreement commencing on the Effective
Date to and including the Termination Date;

1.1.24 “Termination Date” has the meaning ascribed thereto in Section 4.1;

1.1.25 “Town Fees” means collectively, the charges payable by PowerStream for
the provision of the Services as set out in Schedule A attached hereto,
plus all applicable taxes, if any, in respect thereof;

1.1.26 “Town Services” means the services provided by the Town to
PowerStream as set out on Schedule A attached hereto;

1.1.27 “Unsatisfied Party” has the meaning ascribed thereto in Section 8.1.

Headings. The division of this Agreement into Sections and subsections and the
insertion of headings are for convenience of reference only and shall not affect the
construction or interpretation of this Agreement. The terms “this Agreement”,
“hereof’, “hereunder” and similar expressions refer to this Agreement and not to
any particular Section or other portion hereof and include any agreement
supplemental hereto. Unless something in the subject matter or context is
inconsistent therewith, references herein to “Sections” are to sections and
“subsections” are to subsections of this Agreement.

Extended Meanings. In this Agreement words importing the singular number
only shall include the plural and vice versa, words importing any gender shall
include all genders and words importing persons shall include individuals,
partnerships, associations, trusts, unincorporated organisations, companies and
corporations.
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Currency. All references to currency herein are to lawful money of Canada
unless otherwise specified.

Schedules. The following Schedules which are attached to this Agreement are
incorporated by reference into this Agreement and are deemed to be a part of it:

Town Services provided to PowerStream:

Schedule A - Cashier Services at Markham Town Hall
Services Purchased from PowerStream by the Town:

Schedule B - Water Meter Reading and Billing

Schedule C - Street Lighting Services

SERVICES

2.1
22

23

24

Provision of Services.

In accordance with the terms hereof, from and after the Effective Date to the
Termination Date:

2.2.1 PowerStream agrees to provide and perform, at the request of the Town,
the Services for the benefit of the Town or the Town’s Affiliates, as the
case may be.

222 The Town agrees to provide the Town Services for the benefit of
PowerStream or PowerStream’s Affiliates, as the case may be.

Standard of Services. Notwithstanding the provisions of section 7.1 herein, the
Parties shall perform their respective Services in a prudent, businesslike manner
in accordance with the policies and service levels applicable to such Services as
set out in the Schedules or such practices, policies and service levels as may be
amended from time to time pursuant to Section 2.4 hereof. The Parties shall
provide the Services in accordance with all Applicable Laws. Notwithstanding the
foregoing, “Applicable Laws” shall not include any by-laws, guidelines,

 directions, rules or standards of the Town introduced, proclaimed or implemented

after the date hereof that affects the provision of the Services by PowerStream
hereunder or the terms hereof.

Amendments. At any time during the term of this Agreement either Party may
request changes in the Services that a party receives or the practices, policies or
performance levels applicable to the Services received by submitting such
requests (the “Requesting Party”) in writing to the other Party (the “Receiving
Party”). Within a reasonable time, but in any event not more than thirty (30)
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Business Days after receiving written notice of a request, the Receiving Party
shall advise the Requesting Party whether the change requested will have an
impact on the delivery of the Services, acting reasonably, and whether or not the
request will have an impact on the associated Fees and whether the Receiving
Party authorizes the implementation of the change under the revised terms
specified by the Requesting Party or rejects the change proposed. Minor
adjustments to existing reports shall not trigger fee increases or the imposition of
one-time fees. Pending the Receiving Party response, the Requesting Party shall
continue to receive the applicable Services in accordance with the latest approved
terms for the provision of such Services.

Fees.

2.5.1 Town Fees paid by PowerStream shall be those as set out on Schedules A,
or as mutually agreed upon by the Parties in writing from time to time.

2.5.2 PowerStream Fees paid by the Town shall be those as set out on Schedules
B and C, or as mutually agreed upon by the Parties in writing from time to
time.

753 The Parties shall review the PowerStream Fees in respect of Schedule C
only on an annual basis, prior to or on November 1* (the “Fee Review
Date”) for the following calendar year. If the Parties are unable to agree
on the adjustments to the PowerStream Fees within thirty (30) days of the
Fee Review Date then the dispute shall be settled by the dispute resolution
procedure in accordance with Section 8.12 herein.

2.54 Unless otherwise specified herein, PowerStream Fees shall be invoiced to
the Town on a monthly basis. The final invoice sent by PowerStream to
the Town for Streetlight Maintenance Services only, shall adjust the
annual Fees to reflect actual rather than budgeted costs.

2.5.5 Town Fees shall be invoiced to and shall be payable by PowerStream in
accordance with the provisions of Schedule A.

2.56 The Parties agree that payment of Town Fees and other charges provided
for hereunder will be due and payable in arrears not later than thirty (30)
days after the date of invoice.

2.5.7 All PowerStream Fees and Town Fees shall comply with the requirements
of the Affiliate Relationships Code.

Co-operation by Town. The Town shall co-operate with PowerStream to assist it
in the provision of the Services. Without limiting the generality of the foregoing,
the Town shall:
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assign a minimum of two (2) representatives of the Town to co-ordinate
with PowerStream the provision of the Services to the Town to deal with
financial and operational issues respectively;

prepare and provide to PowerStream, in a mutually acceptable format, all
information reasonably required by PowerStream to permit proper
delivery of the Services;

establish, incorporate and maintain as part of the practices, policies and
service levels applicable to such Services, in consultation with
PowerStream, operating procedures to satisfy the Town’s requirements for
accuracy and auditing;

provide training, if necessary, to personnel to assist in the provision of the
required information to PowerStream to permit PowerStream to provide
the Services; and,

provide PowerStream with assistance in collecting amounts owed to the
Town. The Town may place any of such unpaid amounts on the collector’s
roll and enforce any other rights or remedies of the Town pursuant to
section 398(2) of the Municipal Act, S. O. 2001, c. 25.

Customer Information.

2.7.1

27.2

273

PowerStream acknowledges that the ownership of all data in respect of
water and sewer customers of the Town as such data relates to: water and
sewer information, water and sewer consumption history and charges, fire
protection information, customer information including name, billing
address, legal description, service address, the final twelve (12) months of
meter readings for each customer, outstanding water and sewer invoices,
customer credit and collection information, and information with regard to
work orders and asset management systems is and shall remain the
property of the Town. PowerStream shall ensure that all of the data
contemplated by this Section 2.7.1 is backed up in accordance with current
PowerStream procedures and can be restored in one or two Business Days.
The Town acknowledges that PowerStream can only back up data
collected for a maximum period of 7 years.

The Town acknowledges that the ownership of data in respect of
electricity customers whether past or present of PowerStream or any of its
Affiliates is and shall remain the property of PowerStream

Requests for data by the Town under Section 2.7.1 shall be made In
Writing by an individual designated by the Town to the attention of the
VP Information Services at PowerStream or such other individual
designated by PowerStream. PowerStream shall within 1 Business Day
advise the Town of the effort required to provide such data and such data
shall be provided by PowerStream to the Town no later than 2 Business
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Days from the date the request is made by the Town or within such other,
longer period of time as set out in the response from PowerStream.

2.7.4 Each Party, its employees and agents shall abide by all Applicable Laws,
including the requirements of the Affiliate Relationships Code to the
extent that it applies, and including Applicable Laws relating to the
collection, use, retention, destruction and disclosure of any personal
information which has been collected, used, retained, destroyed and
disclosed in connection with the Services provided by such Party
hereunder.

3. CONFIDENTIAL INFORMATION

3.1

3.2

Confidentiality _Obligation. Commencing upon the Effective Date and

- continuing thereafter , each Party:

3.1.1 shall treat as confidential, keep in safe custody and not disclose to any
third party any Confidential Information provided to it by the other Party;
and,

3.1.2 use such Confidential Information only to the extent necessary to comply
with this Agreement.

Each of the Parties shall establish and enforce procedures to protect Confidential
Information disclosed to it by the other Party and shall restrict disclosure of such
Confidential Information to only those employees, officers, agents and
professional advisors of it and its Affiliates who need to know such information in
connection with such Party’s performance of this Agreement and in accordance
with MFIPPA or any other applicable legislation. If a Party or its Affiliate is
required by order of any Governmental Authority or Applicable Law or the rules
of a stock exchange to disclose Confidential Information disclosed to it by the
other Party, it shall promptly notify (if permissible) the other Party of the request
for disclosure and shall cooperate with the other Party if that other Party opposes
the request for disclosure and wishes to seek confidential treatment for such
Confidential Information that is required to be disclosed. Each of the Parties
acknowledges that no adequate remedy at law exists for a material breach or
threatened material breach of this Section 3.2 the continuation of which
unremedied will cause the other Party to suffer irreparable harm, and agrees that
the other Party is entitled, in addition to other remedies which may be available at
law or in equity, to immediate injunctive relief from any breach of this Section 3.2
and to specific performance of its rights. Promptly following the Termination
Date, each Party agrees to use commercially reasonable efforts to deliver to the
other Party the Confidential Information (including all electronic and other copies
thereof) disclosed to it by the Disclosing Party that the Receiving Party possesses
or, upon request by a Disclosing Party, the Receiving Party shall confirm in
writing from a senior officer of a Party to the Disclosing Party that such
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Confidential Information has been destroyed in accordance with the Disclosing
Party’s instructions.

The Parties agree to protect the Confidential Information in accordance with
MFIPPA and the Personal Information Protection and Electronic Documents Act
(Canada).

4. TERM.

4.1

4.2

Term. This Agreement will be effective as at the Effective Date and shall
terminate three (3) years after the Effective Date, unless terminated earlier
pursuant to Section 5.1 or extended by renewal of the term pursuant to Section 4.2
(the “Termination Date”).

Extension of Term. If either Party gives notice in writing to the other Party by
not later than sixty (60) days prior to the Termination Date, requesting the
continuation of Services or the provision of the Town Services, as the case may
be (an “Extension Notice”) for an additional one year period, the Parties agree to
negotiate, in good faith, in order to determine the terms and conditions on which
such Services will be provided for a renewal term of one year or such longer
period as is mutually agreed to. Notwithstanding anything in this Section 4.2 to
the contrary, there shall be no obligation upon any Party having been provided
with an Extension Notice to extend the term of this Agreement.

S. TERMINATION.

5.1

Termination. This Agreement, shall terminate on the Termination Date and may
be terminated prior thereto as follows:

5.1.1 by the mutual written consent of the Parties hereto;

5.1.2 Dby either Party effective upon not less than thirty (30) days written notice
of any material breach or default of any provision or obligation of this
Agreement by a Party, provided that such notice will not be effective to
terminate this Agreement in the event the other Party cures the default
during such notice period; and

5.1.3 immediately, by either Party if the other Party becomes insolvent or is a
party to any bankruptcy or receivership proceeding or any similar action
affecting the affairs, property or solvency of such Party.

5.14 Termination Without Prejudice. Any such termination of this
Agreement shall be without prejudice to any other remedies which any
Party may have against the other arising out of such breach of default and
shall not affect any rights or obligations of any Party arising under this
Agreement prior to such termination.



6. FORCE MAJEURE.

6.1

Force Majeure. Performance of any obligation under this Agreement, other than
the payment of Fees pursuant to Sections 2.5.4, 2.5.5 and 2.5.6, may be suspended
by either Party without liability to the extent that an act of God, war, fire,
earthquake, explosion, governmental expropriation, governmental law or
regulation or any other occurrence beyond the reasonable control of such Party or
labour disruption, strike or injunction (if such labour event is not caused by the
bad faith or unreasonable conduct of such Party) delays, prevents, restricts, limits
or renders commercially unfeasible the performance of any such obligation. The
affected Party may invoke this provision by promptly notifying the other Party of
the nature and estimated duration of the suspension. No Party hereto invoking this
provision shall be liable for any failure to perform or any delay in the
performance of its obligations in this Section 6.1.

7. DISCLAIMER, LIMIT OF LIABILITY AND INDEMNITY

7.1

72

1.3

7.4

Disclaimer. The Services provided by PowerStream are provided without any
warranty whatsoever, other than as is set forth in Section 2.3 hereof. In particular,
PowerStream makes no warranty as to the suitability of any of the Services for the
specific purposes or needs of the Town. The warranty contained in this
Agreement is the only warranty made by PowerStream with respect to the
Services. PowerStream specifically excludes any other warranties or conditions
express or implied, including, but not limited to, implied warranties or conditions
of merchantability, merchantable or satisfactory quality or fitness for a particular
purpose, and those arising from a course of dealing or usage of trade.

Indemnity by the Town. The Town agrees to indemnify, defend and hold
harmless PowerStream from any and all claims, litigation, damages, losses, causes
of action or expenses (including legal fees and disbursements) (“Claims”)
suffered or incurred by PowerStream from third parties or otherwise in connection
with:

7.2.1.1 a breach of the Town’s obligations under this Agreement insofar as
PowerStream has complied with its obligations under this
Agreement; and

7.2.1.2 any negligence on the part of the Town, its employees, contractors
or agents in its provision of the Town Services.

Notwithstanding the provisions of Section 7.2, the Town shall be under no
obligation to indemnify and save harmless PowerStream from any Claims
resulting from the negligence or wilful misconduct of PowerStream in its
provision of the PowerStream Services hereunder.

Indemnity by PowerStream. PowerStream agrees to indemnify, defend and hold
harmless the Town from any and all Claims suffered or incurred by the Town
from third parties or otherwise in connection with:
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7.4.1 abreach of PowerStream’s obligations under this Agreement insofar as the
Town has complied with its obligations under this Agreement; and

7.4.2 any negligence on the part of PowerStream, its employees, contractors or
agents in its provision of the Services hereunder.

Notwithstanding the provisions of Section 7.4, PowerStream shall be under no
obligation to indemnify and save harmless the Town from any Claims resulting
from the negligence or wilful misconduct of the Town in its provision of the
Town Services hereunder.

Insurance. Both Parties shall provide and keep in force a comprehensive liability
insurance policy with coverage equal to or greater than Five Million Dollars
($5,000,000) (Canadian) of sufficient coverage in respect of the Services
performed by it under the terms of this Agreement.

MISCELLANEOUS

8.1

Audit. The Parties shall maintain accurate and complete books and records with
respect to (i) the Services provided hereunder, (ii) the Fees, and (iii) any
information provided by a Party to the other Party for the provision of the
Services. Each Party shall keep its accounts and records in accordance with
Canadian generally accepted accounting principles from time to time approved by
the Canadian Institute of Chartered Accountants (or a successor institute) with
respect to the computation of Fees and other charges payable pursuant to this
Agreement. Each Party shall be entitled to audit such books and records in order
to confirm compliance with the terms of this Agreement. Each Party shall make
such books and records available to individuals designated by the other Party and
provide any assistance it may reasonably require in order to conduct audits and
inspections, provided that:

8.1.1 audits and inspections shall be made at reasonable times and on at least ten
(10) Business Days prior notice; and

8.1.2 audits of Fees shall be made not later than twenty four (24) months after
such Fees have been paid by a Party to the other Party.

Each Party agrees to provide the other Party with reasonable facilities for such
audits and inspections and copies of documents, where necessary, appropriate and
permitted by law. If a Party is not satisfied with the information provided (the
“Unsatisfied Party”), the Unsatisfied Party may retain, at its own expense, an
independent auditor, to review the books and records referred to above. The Party
requested to provide additional information (the “Requested Party”) may refuse
to disclose to the Unsatisfied Party or its agents any information that the
Requested Party is prevented from disclosing as a result of a confidentiality
obligation to another person provided that the Requested Party shall use
commercially reasonable efforts to obtain consents to permit disclosure of such
information if such information is reasonably required in order to conduct an audit
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and inspection by the Requesting Party under this Section 8.1 and the Requesting
Party or its agents has requested access to such information. Each of the Parties
agree that any third party conducting an audit or inspection shall be subject to the
confidentiality provisions of Sections 3.1 and 3.2 and may be required by the
Requested Party to enter into a confidentiality and non-disclosure agreement in
form and substance reasonably acceptable to the Requested Party and each of the
Parties agree that should an independent auditor be deemed by the Requested
Party to be a competitor of the Requested Party, the Parties shall mutually agree
to the review and audit procedures prior to such review and audit.

Governing_Law. This Agreement shall be governed by and construed in
accordance with the law of the Province of Ontario and the laws of Canada
applicable therein.

Successors. This Agreement will enure to the benefit of and be binding on the
respective successors and assigns of each of the Parties.

Time of Essence. Time shall be of the essence of this Agreement

Notices. Unless otherwise expressly provided herein, any notice, consent or other
communication (a “Notice”) given pursuant to or in connection with this
Agreement shall be in writing and shall be sufficiently given to the person to
whom it is addressed if transmitted by facsimile, delivered in person to or for such
person at the address of such person indicated below or at such other address as
such person shall have provided in writing to the other Party in accordance with
this provision. Any Notice provided in accordance with this provision shall be
deemed to have been sufficiently given or made on the date on which it was so
transmitted by facsimile or delivered provided that if such day is not a Business
Day or delivery occurs after normal business hours of the recipient, the Notice
shall be deemed given or made on the Business Day following transmission or
delivery, as the case may be.

To PowerStream:
PowerStream Inc.
161 Cityview Boulevard
Vaughan, Ontario
L4H 0A9
Attention: Dennis Nolan
Executive Vice President, Corporate Services and Secretary
Fax: (905) 532-4616
E-Mail: dennis.nolan @powerstream.ca
To the Town:

The Corporation of the Town of Markham
Anthony Roman Centre
101 Town Centre Boulevard
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Markham, Ontario

L.3R 9W3
For Financial:
Attention: Joel Lustig
Treasurer
Fax: 905-479-7769
E-Mail: jlustig@markham.ca

For Operation Issues:
Attention: Paul Ingham
Director, Operations
Fax: 905-940-1550

E-Mail: pingham@markham.ca

For Waterworks Operational issues:
Attention: Peter Loukes
Director, Environmental Services

Fax: 905-479-7766
E-Mail: ploukes @markham.ca

or to such other address as such Party shall have notified to the other Party hereto.
Any communication so addressed and delivered shall be deemed to have been
sufficiently given or made on the date on which it was received.

Entire Agreement. This Agreement, together with the recitals and the Schedules
attached hereto, constitutes the entire agreement between the Parties hereto with
regard to the subject matter hereof and supersedes and cancels all previous
negotiations, agreements, commitments and writings in respect of the subject
matter hereof. This Agreement may not be modified or amended in any respect
except by written instrument signed by the Parties hereto.

Waiver. The failure of any Party to this Agreement at any time to require
performance by the other Party of any provision hereof shall in no way affect the
full right to require such performance at any time thereafter of any other provision
hereof and no waiver by any Party hereof of any breach of condition, covenant or
agreement shall constitute a waiver except in respect of the particular breach
giving rise to such waiver. Any such waiver shall be effective only if made in
writing by the Party entitled to waive the provision.

Independent Contractor. By virtue of this Agreement, no Party hereto
constitutes any other Party hereto as its agent, partner, joint venturer, franchisee
or legal representative and no Party has express or implied authority to bind any
other Party hereto in any manner whatsoever. Unless otherwise contemplated in
the Services or the Town Services or approved in writing by the other Party, no
Party hereto will assume or create any obligation or responsibility whatsoever,
express or implied, on behalf of or in the name of that other Party.
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Assignment. This Agreement and the privileges herein granted shall not be
assigned by either Party except with the prior written consent of the other, such
consent not to be unreasonably withheld. Notwithstanding the foregoing, either
party or its permitted assignee may, as security only, assign, transfer, pledge,
grant a security interest in or otherwise dispose of its rights and interests under
this Agreement to a trustee or lending institution, including such an assignment,
transfer or other disposition upon or pursuant to the exercise of remedies by such
trustee or lending institution.

Further Assurances. Each of the Parties hereto from time to time at the request
and expense of the other Party hereto and without further consideration, will
execute and deliver such other instruments of transfer, conveyance and
assignment and take such further action as such other Party may require to more
effectively complete any matter provided for herein.

Severability. Any covenant or provision hereof determined to be void or
unenforceable in whole or in part will be deemed not to affect or impair the
validity or enforceability of any other covenant or provision hereof and the
covenants and provisions hereof are declared to be separate and distinct.

Arbitration.

8.12.1 In the event of any dispute or claim between the Parties, arising out of, or
relating to, in any way connected with this Agreement or its interpretation
or the fulfilment of the obligations of the Parties hereunder (a “Dispute”),
such Dispute shall be referred internally by either Party by written
notification to Dennis Nolan, Executive Vice President, Corporate
Services and Secretary at PowerStream and Andy Taylor, Chief
Administrative Officer at the Town for resolution (the “Internal Dispute
Resolution™). If the Dispute is not resolved within 60 Business Days of a
Dispute being referred to the Internal Dispute Resolution then such
Dispute shall be settled by binding arbitration (“Binding Arbitration”).
Binding Arbitration shall be conducted in accordance with the Arbitration
Act, 1991 (Ontario), as amended from time to time.

8.12.2 It shall be a condition precedent to the right of a Party to this Agreement
to submit a Dispute to Binding Arbitration that such Party shall have given
written notice of its intention to do so to the other Party to this Agreement
and such written notice shall state the particulars of such Dispute. Within
ten (10) Business Days of such notice being provided, the Parties to this
Agreement shall mutually appoint a single arbitrator to determine the
Dispute. The arbitrator shall fix a time, which shall not be later than ten
(10) Business Days following his or her appointment, and a place in
Vaughan, Ontario, for the purpose of hearing the evidence and
representations of the Parties. Each of the Parties shall co-operate with the
arbitrator and shall provide him or her with all information in their
possession or under their control necessary or relevant to the matter being
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determined. Within ten (10) Business Days after the conclusion of the
arbitration hearing, or such longer period as may be required by the
arbitrator appointed under this subsection 8.12.2, the arbitrator shall make
an award and reduce the same to writing and deliver one copy of his or her
decision to each Party.

If the Parties fail to agree on an arbitrator within the time period specified
in subsection 8.12.2 above, then, unless the parties otherwise agree, the
Dispute shall be submitted to ADR Chambers for final resolution, which
submission shall be by written notice which may be provided by either
Party to ADR Chambers and to the other Party to this Agreement. Within
five (5) Business Days following the date of any notice given by either
Party pursuant to this subsection 8.12.3, an arbitrator shall be selected by
random draw made by ADR Chambers. The arbitrator so selected shall
perform both the settlement conference and the trial in the matter. The
Parties further agree to be bound by the rules of the ADR Chambers in
force from time to time.

There shall be no right of appeal from the arbitrator’s award except in

-accordance with the Arbitration Act, 1991 (Ontario). The Parties agree that

a judgment upon the arbitration award may be entered in any court in
Canada or any court having jurisdiction, or that an application may be
made to such court for judicial recognition of the award and/or an order of
enforcement thereof. The Parties agree that the arbitrator selected
pursuant to subsections 8.12.2 and 8.12.3 shall determine costs (legal fees
and disbursements) as part of the arbitrator’s award.

Survival. The following Sections and or subsections will survive the expiry or
termination of this Agreement: Subsections 2.5.1, 2.5.2, 2.5.4 to 2.5.7 inclusive,
Section 2.7, Sections 3.1, 3.2, 3.3, Sections 7.1 to 7.5 inclusive, Section 8.1, and
this Section 8.13.

Counterparts. This Agreement may be executed by the Parties hereto in several
counterparts, each of which when so executed and delivered shall be an original
and all such counterparts shall together constitute one and the same instrument.
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IN WITNESS WHEREOF, this Agreement has been executed by the Parties hereto on the date
first above written.

POWERSTREAM INC.

AAT /

{

Per: M A [ A LL’)«‘
Name? Dennis Nolan
Title; EVP Corporate Services & Secretary

THE CORPORATION OF THE TOWN OF

MARKHAM
A Sepitl
Per:
ZDASTY yor Frank Scarpitti E
F00%
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SCHEDULE “A”
TOWN SERVICES
CASHIER SERVICES AT MARKHAM TOWN HALL

Terms and Pricing

This Schedule conveys the service expectations and service deliverables for the Town of
Markham in its delivery of cashiering services to PowerStream beginning on January, 1, 2011,
and lasting for the three-year term of this contract. All of the service expectations listed below
will be accompanied by full training and refresher training provided by PowerStream, as required
including documentations.

Service Expectations
On a daily basis, Town Cashiering staff will be required to do the following:

Open for business at 8:30am
Log into PowerStream’s Customer Information System and Log off from PowerStream’s
Customer Information System when appropriate and in any event at close of business

® Accept payments related to PowerStream by cheque, by cash, by Interac from customers
and occasionally from Field Customer Service Representatives who have collected

* Input payments into PowerStream’s cash management system
Set aside any post-dated cheques and forward them to PowerStream’s Head Office
Day-End, Month-End and Year-End routines as determined by PowerStream will be
broadcast to Town Cashiering staff

® Town staff or customer to advise PowerStream at the Head office location in Vaughan of
payments made by customers who- are at risk of disconnection or deserve to be
reconnected once they have made their payments
Prepare courier packages which could include customer related enquiries
Prepare deposits for armoured courier pickup at a generally specified time each day
during regular working hours

* Answer basic questions related to customer bills on account history and basic industry
issues; any payment arrangements will be made through PowerStream’s Head Office
Close the cashier service at 4:30pm

* Balance payment batches as often as necessary throughout the day
For any shortages, the Town of Markham will be responsible for the cost of the outage
amount

* Print each posted and balanced payment batch summary and copies of the matching
deposit slips and send via courier to PowerStream’s Head Office

* Any correspondence, PAP/EPP applications, name change information, copies of deposit
slips, new service applications and the like should be couriered to PowerStream’s head
Office at the next opportunity

* Prepare daily separate armoured courier pickup acknowledgements for both cash and
cheques



-17 -

Deliverables
PowerStream will provide:

Deposit bags

Deposit slips

Armoured Courier service

Staff training and documentation

Any customer related information or rate schedules

Point of sale Interac Machines including ribbons, rolls plus PowerStream receipts
3 “Paid” Stamps

3 “Entered” Stamps

One “Deposit to the Credit of PowerStream Inc.” Stamp

The Town of Markham will provide:

e Staff to handle the payment and customer service expectations of customers and the
Town of Markham )

Cooperation to determine the source and correction of any errors

A telephone programmed to call toll-free to PowerStream’s Head Office for priority
support on issues of importance especially including issues requiring customers to be
reconnected or to avoid being disconnected

e A display space for a few customer related information pieces plus water and electricity
rate schedules

e Alocal printer to be able to print screens for enquiring customers and for batch backup
Annual Pricing

2011 annual cost $86,920
Add 3% for wage/increases/inflation for cost of $89,527 in 2012 and $92,213 in 2013
Provided that if the actual costs for the Interac line and one hot line go up by more than

3%, the annual pricing for these two items only shall increase by 3% plus the actual
increase over 3%
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SCHEDULE “B”
POWERSTREAM SERVICES
WATER METER READING AND BILLING

Services levels currently provided will be maintained which may
include those functions following,

GENERAL SERVICES PROVIDED

Billing of all water/sewer services

O

(o)

O

As required, PowerStream to explain the methodology used to produce
estimated readings and the adjustment/correction once regular reads are
collected.

PowerStream shall be responsible for the work quality of their meter readers.

PowerStream shall be responsible for submitting any work orders relating to
water meters to the Town and/or Town’s contractor in a timely manner.

All water meter reading.
Billing of all water/sewer services.

Bill calculation usage exception review; dollar value exception review.

REVENUE MANAGEMENT & COLLECTIONS

(o)

Payment by customers of water accounts are in conjunction with electricity
accounts and the amounts owing are treated as one (unless prevented by the
Ontario Energy Board from doing so. The Ontario Energy Board has made
amendments to the Distribution System Code (DSC) that effective January 1,
2011 or up to two (2) years from that date based on circumstances described
in the amended DSC, payments must be allocated to electricity charges first
and then to other charges.

Upon request, PowerStream shall investigate & provide account details to the
Town for specific customers where consumption varies from historic
consumption levels.

PowerStream shall provide billing & collection for Waterworks customer
services as per the Town’s approved user fee schedule for the following
services:
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e Frozen meter replacement

e Water turn on and/or turn off

e Water meter removal, replacement and/or reinstallation
e Water meter testing

PowerStream shall provide written notices to the customer to have the ARB
installed or repaired

Coordination of appointments for repairs to water meter remote readout
devices

Collection action applies to accounts that remain unpaid beyond the due date
and may result in the disconnection of electricity service.

Failure to pay for the water/sewer service arrears does not necessarily result in
water/sewer service disconnection.

Back-billing for water/sewer services where applicable, will be actively
pursued. Complex back-billing/adjustments are to be approved by the Town
and responses to disputes that cannot be resolved by PowerStream are to come
from the Town. A normal Town of Markham contact for such cases is
required.

PowerStream acts as the billing and collection agent on behalf of the Town of
Markham and as such cannot accept bad debt water losses. Such losses will be
charged back to the Town of Markham annually by deduction from the
proceeds of water/sewer revenues collected.

PowerStream will assist the Town of Markham to tax-roll for unpaid water
and sewer arrears as provided under the Municipal Act, 2001, S.0. 2001 by
transferring the water and sewer arrears to the owner of the property at which
the services are provided.

Reporting of invalid or missing remote meter numbers and serial numbers.

Follow-up as required with both Water Works (Town of Markham) and the
customer.

Reporting of missing or bypassed water meters.

Bad debt write- off list.
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CUSTOMER ACCOUNT MANAGEMENT

(@)

(0]

(o]

(0]

Resolution of Returned Mail
Management of outgoing mail
Set up and maintenance of customer account information.

Set up of customer moving in and out information.

SERVICE LEVELS

(0]

PowerStream will include with its regular bill mailings one (1) bill insert per
mailing , containing information supplied by the Town at no cost. Availability
is at the discretion of PowerStream. There may be third party costs associated
with bill inserts.

Frequency of all water meter readings and billings will be based on
PowerStream’s reading and billing cycles which are currently bi-monthly for
residential accounts and monthly for commercial accounts.

PowerStream will provide one rate-change adjustment per calendar year at no
cost. Rate changes will normally be applied in the month of January. Pro-
rating of bills resulting from rate changes or rate increases applied at any other
time of the year will be provided at an additional cost.

A minimum of 30 calendar day’s written notice is required for water/sewer
rate increases to be incorporated to the CIS to commence on the first day of
the month as determined by the Town. More than 30 calendar days notice is
welcome.

TELEPHONE & WRITTEN INQUIRY HANDLING

Response to telephone and written inquiries regarding water/sewer and electric will meet or
exceed the mandated requirements as set out by the Ontario Energy Board:

(o)

(o)

Telephone Response ~ 65% of calls answered within 30 seconds.

Written Response to Inquiry — Within 10 business days, 80% of the time.

Annual statistics are reported to the Ontario Energy Board.

REPORTING STATISTICS

(o)

Monthly Billing Summary and Accruals - best efforts by the fifth working day
and no later than the 10th calendar day.
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o Monthly Active Account Count List of Water Accounts best efforts by the
fifth working day (broken down between residential and commercial) and no
later than the 10th calendar day

o Monthly Account and Consumption List (electronic file received by
Waterworks)

Water Meter Serial Number Corrections

PowerStream shall update the water meter serial numbers in their database as provided by
the Town from time to time. These corrections should be merged into PowerStream’s
database within 20 business days of receipt.

Work Orders Statistics
PowerStream shall provide the Town monthly reports of outstanding work orders.
Customer Billing Data

PowerStream should provide customer billing data to the Town in electronic format at the
end of each billing month. The billing data should include the customers billed in the
current month, separated into residential, general and industrial customers. Data is used
in various Waterworks analyses.

REMITTANCE & PRICING

PowerStream will charge the following prices for providing the water meter reading, billing and
payment and collection services. A review of prices based on actual accounts will be made at the
end of Q1 of the following year of each year of the Agreement. Any adjustment of prices based
on this review would require the consent of both PowerStream and the Town.

All amounts billed in a calendar month shall be remitted to the Town no later than the 10" day of
the following month, by electronic funds transfer. PowerStream shall be entitled to deduct 1/12"
the annual cost set out below from each monthly remittance of the water accounts billed in the
previous month.

e 2011:$1,136,862

e 2012:$1,170,172

e 2013:$1,205,277
The prices listed above are cost based and are marked up by PowerStream’s weighted average
cost of capital of 7.3%. The following process was used to arrive at the costs. The meter reading

service is obtained from a competitive bidding process.

1. Determined the direct costs associated with providing the service.
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Determined the indirect costs associated with providing the service.

Determined what percentage of each budgetary account of the various Customer Services
Departments are attributable to providing the services.

Determined what costs are related only to providing the service and PowerStream
wouldn’t incur if it didn’t provide the services.

Adjusted all prices for 3% inflation for years 2012 and 2013.
Summed all the costs related to providing the water services.

Adjusted the total cost for 7.3% in order to ensure a ROI of 7.3% as required by the
ARC.

The adjusted amount is the price charged to the Town of Markham.
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SCHEDULE “C”
POWERSTREAM SERVICES
Street Lighting Services Provided by PowerStream Inc. to the Town of Markham
SERVICE SUMMARY
Street Lighting Services for the Town of Markham is broken into five categories:

1. Street Light Maintenance
a. Replacement of defective fixtures
b. Burned out lights and ballasts
c. Damaged poles and hardware
2. Re-lamping Program
a. Replace all street light bulbs in 1 selected area out of the 5 geographic based on a
5 year area rotation cycle.
3. Accident (e.g. hit by car) and Vandalism
a. Repair of broken street light poles.
b. Repair of damaged hardware.
c. Excludes damages where costs are recovered through insurance or by direct
payment.
4, Street Light Faults
a. Locating cable failure.
b. Contracting labour to expose underground cable.
c. Repairing damaged or faulty cables.
5. Pole Replacement (not a service covered in the street light contract).
a. Replace aging poles as a part of the maintenance process.

TERM

Notwithstanding Section 4.1 of the Agreement, the Street Lighting Services shall be provided by
PowerStream for a one (1) year term from January 1, 2011 to December 31, 2011. Thereafter,
the term for Street Lighting Services may be renewed for three (3) additional one (1) year terms,
upon written notice from the Town to PowerStream (as approved by the Town’s Chief
Administrative Officer).

COSTING METHODOLOGY

PowerStream will obtain pricing through a competitive bidding process in order to get the lowest
cost for Town of Markham. PowerStream will manage the contract to ensure that service
standards and quality are maintained. A contract management fee of 20% will be charged.
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Pricing is estimated at $1,000,000 per year (including contract management fee) based on the
experience in 2009 and 2010 and a Forecast for 2011. The actual costs will be charged.

Costs

2009 2010 2011

Total $965.340 $978,765 $1.000.000
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SHARED SERVICES AGREEMENT made in duplicate this 1** day of December, 2009
BETWEEN:

POWERSTREAM INC.,
(hereinafter called “PowerStream”)

-and -

THE CORPORATION OF THE TOWN OF BRADFORD WEST GWILLIMBURY,
(hereinafter called the “Municipality”)

WHEREAS on January 1, 2009, PowerStream and Barrie Hydro Distribution Inc.(Barrie
Hydro) amalgamated in accordance with a merger agreement dated October 10, 2008 between
The Corporation of the City of Vaughan, The Corporation of the Town of Markham and the
Corporation of the City of Barrie, (the “Merger Agreement”);

AND WHEREAS prior to the Amalgamation, the Municipality and Barrie Hydro Energy
Services Inc. entered into an agreement dated December 1, 2006, providing for Barrie Hydro
Energy Services to implement and co-ordinate the billing and collection of water rates on behalf
of the Municipality (the “Services Agreement”);

AND WHEREAS pursuant to subsection 5.2 (4) of the Merger Agreement, all contracts
listed on Schedule Appendix “B” 2(29) of the Merger Agreement, which includes the Services
Agreement, are to satisfy the requirements of the Affiliate Relationships Code for Electricity
Distributors and Transmitters issued by the Ontario Energy Board and as may be revised from
time to time (the “Affiliate Relationships Code”);

AND WHEREAS PowerStream and the Municipality wish to enter into an agreement to
replace the Services Agreement with this Shared Services Agreement in order for PowerStream
to continue to provide certain services to the Municipality for the consideration and on the terms
and conditions hereinafter set forth;

NOW THEREFORE in consideration of the premises and the mutual covenants and
agreements herein contained (the receipt and sufficiency of which is hereby acknowledged by
each of the Parties hereto), the Parties hereto hereby covenant and agree as follows:

1. INTERPRETATION

1.1  Definitions. In this Agreement, including the recitals and Schedules hereto, the
following words shall have the following meanings:

1.1.1 “Affiliate” means a body corporate which is deemed to be affiliated with
another body corporate, by virtue of one of them being the subsidiary of the
other or both being subsidiaries of the same body or each of them being
controlled by the same person;
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“Affiliate Relationships Code” means that as described in the third recital
of this Agreement;

“Agreement” means this shared services agreement and all recitals and all
Schedules attached hereto as the same may be amended, modified,
supplemented, restated, or replaced from time to time;

“Applicable Law” and “Applicable Laws” means collectively, all
applicable federal, provincial, territorial, municipal and foreign laws,
statutes, ordinances, decrees, rules, regulations, by-laws, legally
enforceable policies, codes, or guidelines, judicial, arbitral, administrative,
ministerial, departmental or regulatory judgments, orders, decisions,
directives, rulings or awards, and conditions of any grant of approval,
permission, certification, consent, registration, authority or licence by any
court, statutory body, self-regulatory authority, stock exchange or other
Governmental Authority;

“Binding Arbitration” has the meaning ascribed thereto in Section 8.12;

“Business Day” means any day other than a day which is a Saturday, a
Sunday or a statutory holiday or a civic holiday in the Province of Ontario;

“Claims” has the meaning ascribed thereto in Section 7.1;

“Confidential Information” means the confidential, secret or proprietary
information of one Party (the “Disclosing Party”), including any of such
information or data which (a) the Disclosing Party is obligated, under
contract or law, to keep confidential and (b) is technical, financial or
business in nature, and which has been or may hereafter be disclosed,
directly or indirectly, to the other Party (the “Recipient”), either orally, in
writing or in any other material form, or delivered to the Recipient;

“Disclosing Party” has the meaning ascribed thereto in Section 3.2;
“Effective Date” means the date of this Agreement — December 1, 2009;
“Extension Notice” has the meaning ascribed thereto in Section 4.2;
“Fee Review Date” has the meaning ascribed thereto in subsection 2.5.2;

“Fees” means the charges for the provision of the Services as set out in
Schedule *A’, plus all applicable sales or service taxes;

“Governmental Authority” means any court, arbitrator, administrative
agency, commission, or governmental or regulatory official, department,
agency, body, authority or instrumentality, whether foreign, federal, state,
provincial, municipal, or local, having jurisdiction over the Parties;
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1.1.15 “In Writing” or “Written” means a posted letter, a facsimile transmittal or
an e-mail message;

1.1.16 “Internal Dispute Resolution” has the meaning ascribed thereto in
subsection 8.12.1;

1.1.17 “MFIPPA” means the Municipal Freedom of Information and Protection
of Privacy Act, R.S.0. 1990, c. M. 56;

1.1.18 “Notice” has the meaning ascribed thereto in Section 8.4,

1.1.19 “Parties” means the parties to this Agreement and “Party” shall mean any
one of them;

1.1.20 “Receiving Party” has the meaning ascribed thereto in Section 3.2;
1.1.21 “Requested Party” has the meaning ascribed thereto in Section 8.1;

1.1.22 “Services” means the services purchased by the Municipality from
PowerStream as set out on Schedule A;

1.1.23 “Term” means the term of this Agreement commencing on the Effective
Date to and including the Termination Date;

1.1.24 “Termination Date” has the meaning ascribed thereto in Section 4.1;

1.1.25 “PowerStream Fees” means collectively, the charges payable by the
Municipality to PowerStream for the provision of the services set out on
Schedule A plus all applicable taxes, if any, in respect thereof as may be
amended from time to time; and

1.1.26 “Unsatisfied Party” has the meaning ascribed thereto in Section 8.1.

Headings. The division of this Agreement into Sections and subsections and the
insertion of headings are for convenience of reference only and shall not affect the
construction or interpretation of this Agreement. The terms “this Agreement”,
“hereof”, “hereunder” and similar expressions refer to this Agreement and not to
any particular Section or other portion hereof and include any agreement
supplemental hereto. Unless something in the subject matter or context is
inconsistent therewith, references herein to “Sections” are to sections and
“subsections” are to subsections of this Agreement.

Extended Meanings. In this Agreement words importing the singular number
only shall include the plural and vice versa, words importing any gender shall
include all genders and words importing persons shall include individuals,
partnerships, associations, trusts, unincorporated organisations, companies and
corporations.
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Currency. All references to currency herein are to lawful money of Canada
unless otherwise specified.

Schedules. The following Schedules which are attached to this Agreement are
incorporated by reference into this Agreement and are deemed to be a part of it:

Services Purchased from PowerStream by the Municipality:

Schedule A - Water Meter Reading and Billing

SERVICES

2.1
2.2

2.3

2.4

Provision of Services.

In accordance with the terms hereof, from and after the Effective Date to the
Termination Date PowerStream agrees to provide and perform, at the request of
the Municipality, the Services for the benefit of the Municipality or the
Municipality’s Affiliates, as the case may be.

Standard of Services. Notwithstanding the provisions of section 7.1 herein,
PowerStream shall provide the Services in a professional manner and in
accordance with the policies and service levels applicable to such Services.
PowerStream shall provide the Services in accordance with all Applicable Laws.
Notwithstanding the foregoing, “Applicable Laws” shall not include any by-
laws, guidelines, directions, rules or standards of the Municipality introduced,
proclaimed or implemented after the date hereof that affects the provision of the
Services by PowerStream hereunder or the terms hereof.

Amendments. At any time during the term of this Agreement the Municipality
may request changes in the Services that the Municipality receives or the
practices, policies or performance levels applicable to the Services received by the
Municipality by submitting such requests in writing to PowerStream. Within a
reasonable time, but in any event not more than thirty (30) Business Days after
receiving written notice of a request, PowerStream shall advise the Municipality
whether the change requested will have an impact on the delivery of the Services,
acting reasonably, and whether or not the request will have an impact on the
associated Fees. In the event there is no impact and subject to the mutual
agreement of the Parties, a change request will be implemented. However, if
there is an impact, PowerStream may reject the change request. Minor
adjustments to existing reports shall not trigger fee increases or the imposition of
one-time fees. Subject to the mutual agreement of the Parties, the Municipality
shall receive the Services set out in a change request in accordance with the latest
approved terms for the provision of such Services.
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2.6

Fees.

2.5.1

2.5.2

2.5.3

254

PowerStream Fees paid by the Municipality shall be those as set out in
Schedule A or as mutually agreed upon by the Parties in writing from time
to time.

The Parties shall review in accordance with Schedule A the PowerStream
Fees once on an annual basis and such review shall occur prior to or on
November 1% (the “Fee Review Date”) for the following calendar year. If
the Parties are unable to agree on the adjustments to the PowerStream Fees
within thirty (30) days of the Fee Review Date then the dispute shall be
settled by the dispute resolution procedure in accordance with Section 8.12
herein.

Unless otherwise specified herein, PowerStream Fees shall be invoiced to
the Municipality on a monthly basis in accordance with Schedule A.

All PowerStream Fees shall comply with the requirements of the Affiliate
Relationships Code.

Co-operation by Municipality. The Municipality shall co-operate with

PowerStream and provide PowerStream with reasonable assistance in the
provision of the Services. Without limiting the generality of the foregoing, the
Municipality shall:

2.6.1

2.6.2

2.6.3

2.6.4

2.6.5

assign a minimum of two (2) representatives of the Municipality to co-
ordinate with PowerStream the provision of the Services to the
Municipality and to deal with financial and operational issues respectively;

prepare and provide to PowerStream, in a mutually acceptable format, all
information reasonably required by PowerStream to permit proper delivery
of the Services;

establish, incorporate and maintain as part of the practices, policies and
service levels applicable to such Services, in consultation with
PowerStream, operating procedures to satisfy the Municipality’s
requirements for accuracy and auditing;

provide training, if necessary, to personnel of PowerStream to assist in the
provision of the required information to PowerStream to permit
PowerStream to provide the Services; and

provide PowerStream with assistance in collecting amounts owed to the
Municipality. The Municipality may place any of such unpaid amounts on
the collector’s roll and enforce any other rights or remedies of the
Municipality pursuant to section 398(2) of the Municipal Act, S. O. 2001, c.
25.
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Customer Information.

2.7.1

2.7.2

2.7.3

2.74

PowerStream acknowledges that the ownership of all data in respect of
water and sewer customers of the Municipality as such data relates to: water
and sewer information, water and sewer consumption history and charges,
fire protection information, customer information including name, billing
address, legal description, service address, the final twelve (12) months of
meter readings for each customer, outstanding water and sewer invoices,
customer credit and collection information, and information with regard to
work orders and asset management systems is and shall remain the property
of the Municipality. PowerStream shall ensure that all of the data
contemplated by this Section 2.7.1 is backed up in accordance with current
PowerStream procedures and can be restored in 1-2 Business Days. The
Municipality acknowledges that PowerStream can only back up data
collected over a maximum period of 7 years.

The Municipality acknowledges that the ownership of data in respect of
electricity customers of PowerStream or any of its Affiliates is and shall
remain the property of PowerStream.

Intentionally deleted.

Requests for data by the Municipality under Section 2.7.1 shall be made in
writing, which may include electronic mail, by an individual designated by
the Municipality to the attention of the VP Information Services at
PowerStream or such other individual designated by PowerStream.
PowerStream shall within 1 Business Day advise the Municipality of the
effort required to provide such data and such data shall be provided by
PowerStream to the Municipality no later than two (2) Business Days from
the date the request is made by the Municipality or within such other
reasonably time as may be agreed by the Parties. Each Party, its employees
and agents shall abide by all Applicable Laws, including the requirements
of the Affiliate Relationships Code to the extent that it applies, related to
the collection, use, retention, destruction and disclosure of any personal
data which has been collected, used, retained, destroyed and disclosed in
connection with the Services .

3. CONFIDENTIAL INFORMATION

3.1

Confidentiality Obligation. Commencing upon the Effective Date and

continuing thereafter, each Party:

3.11

3.1.2

shall treat as confidential, keep in safe custody and not disclose to any third
party any Confidential Information provided to it by the other Party; and

use such Confidential Information only to the extent necessary to comply
with this Agreement.
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Each of the Parties shall establish and enforce procedures to protect Confidential
Information disclosed to it by the other Party and shall restrict disclosure of such
Confidential Information to only those employees, officers, agents and
professional advisors of it and its Affiliates who need to know such information in
connection with such Party’s performance of this Agreement and in accordance
with the Municipal Freedom of Information and Protection of Privacy Act R.S.O.
1990, CHAPTER m.56 (“MFIPPA”) or any other applicable legislation. If a
Party or its Affiliate is required by order of any Governmental Authority or
Applicable Law or the rules of a stock exchange to disclose Confidential
Information disclosed to it by the other Party, it shall promptly notify the other
Party of the request for disclosure and shall cooperate with the other Party if that
other Party opposes the request for disclosure and wishes to seek confidential
treatment for such Confidential Information that is required to be disclosed. Each
of the Parties acknowledges that no adequate remedy at law exists for a material
breach or threatened material breach of this Section 3.2 the continuation of which
unremedied will cause the other Party to suffer irreparable harm, and agrees that
the other Party is entitled, in addition to other remedies which may be available at
law or in equity, to immediate injunctive relief from any breach of this Section 3.2
and to specific performance of its rights. Promptly following the Termination
Date, each Party agrees to use commercially reasonable efforts to deliver to the
other Party (the “Disclosing Party”) the Confidential Information (including all
electronic and other copies thereof) disclosed to it (the “Receiving Party”) by the
Disclosing Party that the Receiving Party possesses or, upon request by a
Disclosing Party, the Receiving Party shall confirm to the Disclosing Party that
such Confidential Information has been destroyed in accordance with the
Disclosing Party’s instructions but, in no event if such Confidential Information is
not returned to the Disclosing Party or destroyed in accordance with its
instructions, such Confidential Information shall not be disclosed by the
Receiving Party to any other person. Notwithstanding the forgoing, (i)
PowerStream acknowledges that the Municipality and its Affiliates are subject to
MFIPPA and PowerStream agrees to act in accordance with applicable provincial
laws relating to privacy as they apply to the provision of the Services by
PowerStream; and (ii) the Municipality acknowledges that PowerStream and its
Affiliates are subject to the Personal Information Protection and Electronic
Documents Act (Canada) and the Municipality agrees to act in accordance with
Applicable Laws.

4, TERM.

4.1

4.2

Term. This Agreement will commence on the Effective Date and shall terminate
three (3) years after the Effective Date (the “Term”), unless terminated earlier
pursuant to Section 5.1 or extended by renewal of the term pursuant to Section 4.2
(the “Termination Date”).

Extension of Term. If either Party gives notice in writing to the other Party by
not later than sixty (60) days prior to the Termination Date, requesting the
continuation of Services, as the case may be (an “Extension Notice”) for an
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additional one year period, the Parties agree to negotiate, in good faith, in order to
determine the terms and conditions on which such Services will be provided for a
renewal term of one year or such longer period as is mutually agreed to.
Notwithstanding anything in this Section 4.2 to the contrary, there shall be no
obligation upon any Party having been provided with an Extension Notice to
extend the term of this Agreement.

S. TERMINATION.

5.1

Termination. This Agreement shall terminate on the Termination Date and may
be terminated prior thereto as follows:

5.1.1 by the mutual written consent of the Parties hereto;

5.1.2 by either Party effective upon not less than eighteen (18) months written
notice to the other Party;

5.1.3 by either Party effective upon not less than thirty (30) days written notice of
any material breach or default of any provision or obligation of this
Agreement by a Party, provided that such notice will not be effective to
terminate this Agreement in the event the other Party cures the default
during such notice period; and

5.1.4 immediately by either Party if the other Party becomes insolvent or is a
party to any bankruptcy or receivership proceeding or any similar action
affecting the affairs, property or solvency of such Party.

5.1.5 Termination Without Prejudice. Any such termination of this Agreement
shall be without prejudice to any other remedies which any Party may have
against the other arising out of such breach of default and shall not affect
any rights or obligations of any Party arising under this Agreement, at law
or in equity, prior to such termination.

6. FORCE MAJEURE.

6.1

Force Majeure. Performance of any obligation under this Agreement, other than
the payment of Fees pursuant to Section, may be suspended by either Party
without liability to the extent that an act of God, war, fire, earthquake, explosion,
governmental expropriation, governmental law or regulation or any other
occurrence beyond the reasonable control of such Party or labour disruption,
strike or injunction (if such labour event is not caused by the bad faith or
unreasonable conduct of such Party) delays, prevents, materially restricts or limits
the performance of any such obligation, provided that the Party affected shall at
all times make commercially reasonable efforts to perform its obligations. The
affected Party may invoke this provision by promptly notifying the other Party of
the nature and estimated duration of the suspension. No Party hereto invoking this
provision shall be liable for any failure to perform or any delay in the
performance of its obligations in this Section 6.1.
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DISCLAIMER, LIMIT OF LIABILITY AND INDEMNITY

7.1

7.2

7.3

7.4

7.5

Indemnity by the Municipality. The Municipality agrees to indemnify, defend
and hold harmless PowerStream its shareholders, officers, directors, employees,
agents, contractors or subcontractors (the “PowerStream Indemnitees”) from
any and all claims, litigation, damages, losses, causes of action or expenses
(including legal fees and disbursements) (a “Claim” or “Claims”) suffered or
incurred by the PowerStream Indemnitees from third parties or otherwise in
connection with:

7.1.1. a breach of the Municipality’s obligations under this Agreement
insofar as PowerStream has not contributed to such Claim;

Notwithstanding the provisions of Section 7.1, the Municipality shall be under no
obligation to indemnify and save harmless PowerStream Indemnitees from any
Claims resulting from the negligence or wilful misconduct of PowerStream in its
provision of the Services hereunder.

Indemnity by PowerStream. PowerStream agrees to indemnify, defend and hold
harmless the Municipality its officers, directors, employees, agents, contractors or
subcontractors (the “Municipality’s Indemnitees”) from any and all Claims
suffered or incurred by the Municipality from third parties or otherwise in
connection with:

7.3.1 a breach of PowerStream’s obligations under this Agreement which causes
a Claim, insofar as the Municipality has not contributed to such Claim; and

7.3.2 any negligence on the part of PowerStream, its employees, contractors or
agents in its provision of the Services hereunder.

Notwithstanding the provisions of Section 7.13, PowerStream shall be under no
obligation to indemnify and save harmless Muncipality’s Indemnitees from any
Claims resulting from the negligence or wilful misconduct of Municipality in its
provision of the Services hereunder.

Insurance. PowerStream shall provide and keep in force a comprehensive
liability insurance policy with coverage equal to or greater than Five Million
Dollars ($5,000,000) (Canadian) of sufficient coverage in respect of the Services
performed by it under the terms of this Agreement, which shall include, at a
minimum, business Automobile Liability Insurance covering all vehicles used in
connection with the Services covering bodily injury and property damage
combined with automobile insurance.

MISCELLANEQUS

8.1

Audit. PowerStream shall maintain accurate and complete books and records with
respect to (i) the Services provided hereunder, (ii) the PowerStream Fees, and (iii)
any information provided by the Municipality to PowerStream for the provision
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of the Services. Each Party shall keep its accounts and records in accordance with
Canadian generally accepted accounting principles from time to time approved by
the Canadian Institute of Chartered Accountants (or a successor institute) with
respect to the computation of Fees and other charges payable pursuant to this
Agreement. Each Party shall be entitled to audit such books and records in order
to confirm compliance with the terms of this Agreement. Each Party shall make
such books and records available to individuals designated by the other Party and
provide any assistance it may reasonably require in order to conduct audits and
inspections, provided that:

8.1.1 audits and inspections shall be made at reasonable times and on at least ten
(10) Business Days prior notice; and

8.1.2 audits of Fees shall be made not later than twenty four (24) months after
such Fees have been paid by a Party to the other Party.

Each Party agrees to provide the other Party with reasonable facilities for such
audits and inspections and copies of documents, where necessary, appropriate and
permitted by law. If a Party is not satisfied with the information provided (the
“Unsatisfied Party”), the Unsatisfied Party may retain, at its own expense, an
independent auditor, to review the books and records referred to above. The Party
requested to provide additional information (the “Requested Party”) may refuse
to disclose to the Unsatisfied Party or its agents any information that the
Requested Party is prevented from disclosing as a result of a confidentiality
obligation to another person provided that the Requested Party shall use
commercially reasonable efforts to obtain consents to permit disclosure of such
information if such information is reasonably required in order to conduct an audit
and inspection by the Requesting Party under this Section 8.1 and the Requesting
Party or its agents has requested access to such information. Each of the Parties
agree that any third party conducting an audit or inspection shall be subject to the
confidentiality provisions of Sections 3.1 and 3.2 and may be required by the
Requested Party to enter into a confidentiality and non-disclosure agreement in
form and substance reasonably acceptable to the Requested Party and each of the
Parties agree that should an independent auditor be deemed by the Requested
Party to be a competitor of the Requested Party, the Parties shall mutually agree
to the review and audit procedures prior to such review and audit.

Governing Law. This Agreement shall be governed by and construed in
accordance with the law of the Province of Ontario and the laws of Canada
applicable therein.

Successors. This Agreement will enure to the benefit of and be binding on the
respective successors and assigns of each of the Parties.

Time of Essence. Time shall be of the essence of this Agreement.
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Notices. Unless otherwise expressly provided herein, any notice, consent or other
communication (a “Notice”) given pursuant to or in connection with this
Agreement shall be in writing and shall be sufficiently given to the person to
whom it is addressed if transmitted by facsimile, delivered in person to or for such
person at the address of such person indicated below or at such other address as
such person shall have provided in writing to the other Party in accordance with
this provision. Any Notice provided in accordance with this provision shall be
deemed to have been sufficiently given or made on the date on which it was so
transmitted by facsimile or delivered provided that if such day is not a Business
Day or delivery occurs after normal business hours of the recipient, the Notice
shall be deemed given or made on the Business Day following transmission or
delivery, as the case may be.

To PowerStream:

PowerStream Inc.
161 Cityview Boulevard
Vaughan, Ontario

L4H 0A9
Attention: Dennis Nolan
Executive Vice President, Corporate Services and Secretary
Fax: (905) 532-4616
E-Mail: dennis.nolan@powerstream.ca

To the Municipality:

The Corporation of the Town of Bradford West Gwillimbury
100 Dissette Street, Units 7 & 8, PO Box 100
Bradford ON

L3Z 2A7

For Financial matters:

Attention: lan Goodfellow

Fax: (905) 775-4472

E-Mail: igoodfellow@townofbwg.com

For Waterworks Operational issues:
Attention: Ed O’Donnel

Fax: (905) 778-2070

E-Mail: eodonnell@townofbwg.com

or to such other address as such Party shall have notified to the other Party hereto.
Any communication so addressed and delivered shall be deemed to have been
sufficiently given or made on the date on which it was received.
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Entire Agreement. This Agreement, together with the recitals and the Schedules
attached hereto, constitutes the entire agreement between the Parties hereto with
regard to the subject matter hereof and supersedes and cancels all previous
negotiations, agreements, commitments and writings in respect of the subject
matter hereof. This Agreement may not be modified or amended in any respect
except by written instrument signed by the Parties hereto.

Waiver. The failure of any Party to this Agreement at any time to require
performance by the other Party of any provision hereof shall in no way affect the
full right to require such performance at any time thereafter of any other provision
hereof and no waiver by any Party hereof of any breach of condition, covenant or
agreement shall constitute a waiver except in respect of the particular breach
giving rise to such waiver. Any such waiver shall be effective only if made in
writing by the Party entitled to waive the provision.

Independent Contractor. By virtue of this Agreement, no Party hereto
constitutes any other Party hereto as its agent, partner, joint venturer, franchisee
or legal representative and no Party has express or implied authority to bind any
other Party hereto in any manner whatsoever. Unless otherwise contemplated in
the Services or the Facilities or approved in writing by the other Party, no Party
hereto will assume or create any obligation or responsibility whatsoever, express
or implied, on behalf of or in the name of that other Party.

Assignment. This Agreement and the privileges herein granted shall not be
assigned by either Party except with the prior written consent of the other, such
consent not to be unreasonably withheld.

Further Assurances. Each of the Parties hereto from time to time at the request
and expense of the other Party hereto and without further consideration, will
execute and deliver such other instruments of transfer, conveyance and
assignment and take such further action as such other Party may require to more
effectively complete any matter provided for herein.

Severability. Any covenant or provision hereof determined to be void or
unenforceable in whole or in part will be deemed not to affect or impair the
validity or enforceability of any other covenant or provision hereof and the
covenants and provisions hereof are declared to be separate and distinct.

Arbitration.

8.12.1 In the event of any dispute or claim between the Parties, arising out of, or
relating to, in any way connected with this Agreement or its interpretation
or the fulfilment of the obligations of the Parties hereunder (a “Dispute™),
such Dispute shall be referred internally by either Party by written
notification to Dennis Nolan, Executive Vice President, Corporate Services
and Secretary at PowerStream and Jay Currier, Town Manager at the
Municipality for resolution (the “Internal Dispute Resolution”). If the
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Dispute is not resolved within 60 Business Days of a Dispute being referred
to the Internal Dispute Resolution then such Dispute shall be settled by
binding arbitration (“Binding Arbitration”). Binding Arbitration shall be
conducted in accordance with the Arbitration Act, 1991 (Ontario), as
amended from time to time.

It shall be a condition precedent to the right of a Party to this Agreement to
submit a Dispute to Binding Arbitration that such Party shall have given
written notice of its intention to do so to the other Party to this Agreement
and such written notice shall state the particulars of such Dispute. Within
ten (10) Business Days of such notice being provided, the Parties to this
Agreement shall mutually appoint a single arbitrator to determine the
Dispute. The arbitrator shall fix a time, which shall not be later than ten
(10) Business Days following his or her appointment, and a place in
Vaughan, Ontario, for the purpose of hearing the evidence and
representations of the Parties. Each of the Parties shall co-operate with the
arbitrator and shall provide him or her with all information in their
possession or under their control necessary or relevant to the matter being
determined. Within ten (10) Business Days after the conclusion of the
arbitration hearing, or such longer period as may be required by the
arbitrator appointed under this subsection 8.12.2, the arbitrator shall make
an award and reduce the same to writing and deliver one copy of his or her
decision to each Party.

If the Parties fail to agree on an arbitrator within the time period specified
in subsection 8.12.2 above, then, unless the parties otherwise agree, the
Dispute shall be submitted to ADR Chambers for final resolution, which
submission shall be by written notice which may be provided by either
Party to ADR Chambers and to the other Party to this Agreement. Within
five (5) Business Days following the date of any notice given by either
Party pursuant to this subsection 8.12.3, an arbitrator shall be selected by
random draw made by ADR Chambers. The arbitrator so selected shall
perform both the settlement conference and the trial in the matter. The
Parties further agree to be bound by the rules of the ADR Chambers in
force from time to time.

There shall be no right of appeal from the arbitrator’s award except in
accordance with the Arbitration Act, 1991 (Ontario). The Parties agree that
a judgment upon the arbitration award may be entered in any court in
Canada or any court having jurisdiction, or that an application may be made
to such court for judicial recognition of the award and/or an order of
enforcement thereof. The Parties agree that the arbitrator selected pursuant
to subsections 8.12.2 and 8.12.3 shall determine costs (legal fees and
disbursements) as part of the arbitrator’s award.
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8.13 Survival. The following Sections and or subsections will survive the expiry or
termination of this Agreement: Section 2.5, Section 2.7, Section 3, Section 7,
Section 8.1 and this Section 8.13.

8.14 Counterparts. This Agreement may be executed by the Parties hereto in several
counterparts, each of which when so executed and delivered shall be an original
and all such counterparts shall together constitute one and the same instrument.

IN WITNESS WHEREOF, this Agreement has been executed by the Parties hereto on the date
first above written.

POWERSTREAM INC.

Per:

Name: Dennis Nolan
Title:  EVP Corporate Services & Secretary

THE CORPORATION OF THE TOWN OF
BRADFORD WEST GWILLIMBURY

Per:

Name:
Title:

Per:

Name:
Title:
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SCHEDULE “A”

WATER METER READING AND BILLING

Services levels currently provided will be maintained which may include those functions

following.

GENERAL SERVICES PROVIDED

Billing of all water/sewer services

Be responsible for the work quality and accuracy of their meter readers.

Read all accessible water meters on every billing cycle. PowerStream will
estimate a water reading(s) if access to a water meter or remote reading device
is not available.

Explain to customers the methodology used to produce estimated readings and
the adjustment/correction once regular reads are collected, as required.

Review all edit/exception reports based on set points and making corrections
or adjustments as required in a timely manner.

PowerStream shall be responsible for submitting any work orders relating to
water meters to the Municipality and/or Municipality’s contractor within two
(2) business days of becoming aware of a need to repair a water meter.

Billing of all water/sewer services at the rates provided by the Town on an
annual basis. Billing services includes supply of bill stock, out envelopes and
return envelopes. PowerStream Fee is to also include bill printing, stuffing
and printer consumable costs.

Remit proceeds of the water/sewer billings on the 10" day of every month.

REVENUE MANAGEMENT & COLLECTIONS

Payment by customers of water accounts are in conjunction with electricity
accounts and the amounts owing are treated as one (unless prevented by the
Ontario Energy Board from doing so). The Ontario Energy Board has made
amendments to the Distribution System Code (DSC) that effective January 1%,
2011 or up to two (2) years from that date based on circumstances described
in the amended DSC, payments must be allocated to electricity charges first
and then to other charges.

Upon request, PowerStream shall investigate & provide account details to the
Municipality, in a timely manner, for specific customers where consumption
varies from historic consumption levels.
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PowerStream shall provide billing & collection for Waterworks customer
services as per the Municipality’s approved user fee schedule for the
following services:

Frozen meter replacement

Water turn on and/or turn off

Water meter removal, replacement and/or reinstallation
Water meter testing

Failure to pay for the water/sewer service arrears does not necessarily result in
water/sewer service disconnection.

Back-billing for water/sewer services where applicable, will be actively
pursued. Complex back-billing/adjustments are to be approved by the
Municipality and responses to disputes that cannot be resolved by
PowerStream are to come from the Municipality. A normal Town of Bradford
contact for such cases is required.

PowerStream acts as the billing and collection agent on behalf of the
Municipality and as such cannot accept bad debt water losses. Such losses will
be charged back to the Municipality annually by deduction from the proceeds
of water/sewer revenues collected.

PowerStream will assist the Municipality to tax-roll for unpaid water and
sewer arrears as provided under the Municipal Act, 2001, S.O. 2001 by
transferring the water and sewer arrears to the owner of the property at which
the services are provided.

Reporting of invalid or missing remote meter numbers and serial numbers.

Follow-up as required with both Water Works (Municipality) and the
customer.

Reporting of missing or bypassed water meters.

Bad debt write- off list.

CUSTOMER ACCOUNT MANAGEMENT

Resolution of Returned Mail
Management of outgoing mail
Set up and maintenance of customer account information.

Set up of customer moving in and out information.
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Offer customer service at a minimum of 8.5 hours a day/5 days a week/52
weeks a year excluding weekends and recognized PowerStream holidays and
closings.

SERVICE LEVELS

PowerStream will include with its regular bill mailings one (1) bill insert per
mailing, containing information supplied by the Municipality at no cost.
Availability is at the discretion of PowerStream. There may be third party
costs associated with bill inserts.

Frequency of all water meter readings and billings will be based on
PowerStream’s reading and billing cycles which are currently bi-monthly for
residential accounts and monthly for commercial accounts.

PowerStream will provide one rate-change adjustment per calendar year at no
cost. Rate changes will normally be applied April 1% of each year. Pro-rating
of bills resulting from rate changes or rate increases applied at any other time
of the year will be provided at an additional cost.

A minimum of thirty (30) calendar day’s written notice is required for
water/sewer rate increases to be incorporated to the CIS to commence on the
first day of the month as determined by the Municipality. More than thirty
(30) calendar days notice is welcome.

TELEPHONE & WRITTEN INQUIRY HANDLING

Response to telephone and written inquiries regarding water/sewer and electric will meet or
exceed the mandated requirements as set out by the Ontario Energy Board:

Telephone Response — 65% of calls answered within 30 seconds.

Written Response to Inquiry — Within 10 business days, 80% of the time.

Annual statistics are reported to the Ontario Energy Board.

REPORTING STATISTICS

Monthly Billing Summary and Accruals - best efforts by the fifth working day
and no later than the 10th calendar day.

Monthly Active Account Count List of Water Accounts best efforts by the
fifth working day (broken down between residential and commercial) and no
later than the 10th calendar day

Monthly Account and Consumption List (electronic file received by
Waterworks)
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Water Meter Serial Number Corrections

PowerStream shall update the water meter serial numbers in their database as provided by
the Municipality from time to time. These corrections should be merged into
PowerStream’s database within twenty (20) business days of receipt.

Work Orders Statistics
PowerStream shall provide the Municipality monthly reports of outstanding work orders.
Customer Billing Data

PowerStream should provide customer billing data to the Municipality in electronic
format at the end of each billing month. The billing data should include the customers
billed in the current month, separated into residential, general and industrial customers.
Data is used in various Waterworks analyses.

REMITTANCE & PRICING

PowerStream will charge the following prices for providing the water meter reading, billing and
payment and collection services listed above. An adjustment based on actual accounts will be
made at the end of Q1 2011 for 2011 and at the end of Q1 2012 for 2012.

All amounts billed in a calendar month shall be remitted to the Municipality no later than the 10"
day of the following month, by electronic funds transfer. PowerStream shall be entitled to deduct
1/12" the annual cost set out below from each monthly remittance of the water accounts billed in
the previous month.

Remittance of amounts billed will be made on an interim basis as follows;

PowerStream reads residential accounts bi-monthly and commercial accounts monthly.
PowerStream will forward an interim payment to the Municipality for off-cycle months. This
will be accomplished by settling an estimated residential monthly billing, based upon the actual
of the previous month. The settlement for the on-cycle billing will be a reconciliation of actual
residential billing less the prior month’s residential estimate.

Example:
January 2010 - All of the Municipality will be read and billed for a one month period (last
monthly billing).

February 2010 - Off-Cycle Residential. Settle residential with the Municipality using a monthly
estimate based on the billed residential dollars in January. Commercial accounts will be the
actual amount billed.

March 2010 - All of the Municipality read. Residential settlement will be a reconciliation based
upon the residential estimate for February. (March residential actual less estimated February
residential.) Commercial accounts will be the actual amount billed.
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April 2010 - Off-Cycle Residential. Settle residential with the Municipality using an estimate

based on the billed residential dollars in March. Commercial accounts will be the actual amount
billed.

Pricing
*Bi-Monthly Manual Meter Reading — Bi Monthly Bill Calculation — Residential

Monthly Manual Meter Reading — Monthly Bill Calculation — General Service

= 2010: $155,000
= 2011: $160,000
= 2012: $165,000
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CAPITAL INVESTMENT PROCESS

PowerStream’s Capital Investment Process is guided by its Asset Investment Strategy (“AlS”)

and utilizes the following five steps, on an annual basis:

Step One: Business Units develop their initial five year capital plans as part of the annual
capital planning cycle consistent with the Asset Investment Strategy.

Step Two: A Corporate Five Year Plan is developed based on the submitted business unit five
year plans as part of the capital planning cycle.

Step Three: Business units prepare detailed budgets and business cases for projects in year

one and year two of their five year plans as part of the annual budget process.

Step Four: The year one and year two detailed budgets for all business units are prioritized

through the “Optimizer” process.

Step Five: Approved and prioritized projects for year one are readied for execution in the next
business year and approved and prioritized projects for year two are readied for incorporation in

a rate application (as required by the OEB schedule).

These five steps are shown in the following Figure 1 alongside a calendar to indicate the

approximate timing of each step.

The detailed activities in each step are discussed in the following pages.

2013 Electricity Distribution Rates Application
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Figure 1 - PowerStream’s Capital Budget Process and Planning Cycle
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Step One — Business Unit Five Year Capital Plans

PowerStream’s Capital Investment Process incorporates both a five year forward looking plan
and the build up of a two year detailed plan. Business units that have major capital expenditures
put together their own five year departmental plans. Early in the calendar year a request is sent
out by the Engineering Services division to all business units in PowerStream to prepare five
year capital plans. These plans are developed over the January to March period and submitted
to the Engineering Services division for review and consolidation. These five year plans serve

as the starting base for the development of the Corporate Five Year Plan.

The business unit five year capital plans serve four purposes: i) assist business units in their
future planning and enable the business units to provide a solid two year budget; ii) forms the
basis of the information provided in a rate application for the forward looking years; iii) provides
the Finance team with information for their financial planning and iv) provides for smoother,

more consistent capital spending year over year.

Business units provide details in their five year plans on forecast capital spending requirements
and describe the process by which they have determined the capital spending requirement.
Specific projects and costs identified in the plans are generally preliminary and the projects

identified in the plans may or may not be approved for execution at this point.

In this rate application the five year plan from the Engineering Planning department is included
as Exhibit B1, Tab 2, Schedule 2. Engineering Planning identifies the majority of controllable
construction projects within the organization to maintain the distribution assets of the company.
The five year capital plan for Engineering Planning is a key component of the company’s Asset
Management Planning process. The company’s Asset Management Planning process is
discussed in Exhibit B1, Tab 1, Schedule 2.

The categories that PowerStream uses to plan its capital expenditures are detailed in Appendix
A to this exhibit.

2013 Electricity Distribution Rates Application
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Step Two — Corporate Five Year Capital Plan
The business unit five year plans are summarized into a Corporate Five Year Plan. The
information is combined from the following business units:

° Engineering Planning

° Distribution Design

° Operations

. Lines

° Supply Chain Services

. Smart Grid & Metering

. Information Services

. Capital Budget Supervisor (Misc. Capital)
A copy of the June, 2011 Corporate Five Year Plan is in Exhibit B1, Tab 2 Schedule 1.

The information in the Corporate Five Year Plan is used by the Finance Department in their
financial models to consider affordability. In addition, information in the five year plan is used in

rate planning for the forward looking years, i.e. 2014 and 2015.
Step Three — Budgets for Years One and Two

Once the Corporate Five Year Plan is complete, the detailed build of the two year budget begins
which will eventually become the bridge year and the test year capital expenditure forecasts.
The projects identified in the first two years of the five year plan forms the basis for the capital
projects put forth for the two year plan. For each project the following information is provided:
identification information, justification, resource requirements, and estimated costs. For projects
less than $500,000 the information is input into a database and the information forms a “mini-
business case” for each project. For any specific project (non-program) that is greater than
$500,000 a full business case is provided and submitted for approval.

2013 Electricity Distribution Rates Application
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Step Four — Determining the Portfolio of Projects

Once project identification is complete, the business units in conjunction with the Capital Budget
Supervisor answer a series of questions about each project. The questions asked are aligned
with PowerStream’s Asset Investment Strategy (“AlS”). The answers to the questions form the
basis for scoring both the value of the project to the corporation and the risk to the corporation if
the project is not completed in the planned year. The Capital Budget Supervisor participates
with the business units across the organization in answering the questions to ensure consistent

interpretation of the questions and answers.

Once the questions on the projects are all answered, the data on the projects is compiled and
loaded into “Optimizer”. Optimizer is a proprietary software tool purchased by PowerStream
from UMS Group. Optimizer is an Excel based software tool that takes the capital portfolio, the
value and risk scores given to each project, the cost for each project, and a budget envelope
and then calculates an optimum project list for the overall budget envelope. The Optimizer tool
is capable of running several scenarios with the project list being optimized for the least amount
of risk, optimized for the most amount of value or optimized for the most value at the least
amount of risk. All capital projects in the corporation are run through the Optimizer tool with
projects from IT, fleet, station construction and lines construction being considered through the

same tool.

With the output from various scenarios from the Optimizer software, PowerStream’s Optimizer
team has discussions as to which projects will be approved as part of the two year capital
budget. Members of the Optimizer team include key senior leaders from each of the business
units who have major capital spend across the corporation, Rates & Regulatory and

Organizational Effectiveness.

Deriving the capital budget follows both a top down and bottom up approach. The high level
budget envelope is developed as a joint effort among the Finance, Rates & Regulatory and
Engineering departments. The Finance department uses the output from the Corporate Five
Year Plan in a financial model to determine affordability and impact on financial soundness and
customers. As a result, a target budget envelope is determined. The Optimizer team uses the

target budget envelope as a starting point in deliberations. Various scenarios are run through

2013 Electricity Distribution Rates Application
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Optimizer, both below and above the targeted envelope. The value and risk level between the
scenarios is considered. The Optimizer team provides feedback on the feasibility of the target
budget envelope and adjustments to the envelope are made and a final decision is reached

after discussion amongst the Optimizer team and the applicable business unit representatives.
Step Five — Final Capital Project Portfolio

The final list approved by the Optimizer team forms the basis for the two year capital budget.
The first year of the capital plan is approved by the PowerStream’s Executive Management
Team (EMT) and Board of Directors for execution for the following year. The second year of the
two year plan is also approved by the PowerStream’s EMT and Board of Directors and forms

the basis of the information provided in a rate case for the test year.

It is reasonably expected, although not a certainty that the majority of the projects identified in
the second year of the two year plan will become approved projects in the first year of the
subsequent year's two year plan. Business units have the ability to put forward changed, new
or alternative projects based on new information garnered during the year. Projects are
rescored each year to determine if value or risk has changed. Optimization of projects may also

change based on updates to the Asset Investment Strategy (“AlS”).

2013 Electricity Distribution Rates Application



N o g b~ WN

10
11
12
13
14
15
16
17

18
19
20
21
22

EB-2012-0161
PowerStream Inc.
Exhibit B1

Tab 1

Schedule 1

Page 7 of 21
Filed May 4, 2012

PowerStream’s Asset Investment Strategy

PowerStream’s Asset Investment Strategy (“AlS”) is the framework for decision making for the
capital expenditure program. This investment and risk framework is built into the Optimizer tool
and process. The AIS helps define the portfolio of investments that will achieve the Company’s
strategic value expectations within the company’s defined risk tolerance boundaries. This
includes providing guidance to make effective short-term (one year) and long-term (two to five

years) investment decisions, and to maximize the value of the assets to the company

Within PowerStream’s AIS, strategic value is defined as the array of business objectives (called
AIS objectives) that the company must consider to achieve the overall corporate business
strategy and objectives.  These business objectives are aligned to the overall corporate
strategy and objectives and success is measured against a series of success criteria. See
Table 1 below for a listing of the AIS objectives and success criteria. The objectives are
guantified as more than simply a financial or dollar value consideration and extend beyond why
we are in business, in an attempt to quantify the most critical considerations that drive the
company'’s ability to remain in business and effectively service customers. The AIS objectives
and success criteria are reviewed annually to ensure continued alignment with the overall

corporate business strategy and objectives.

PowerStream’s AlS, defines risk in its broadest terms, primarily, but not exclusively, in terms of
strategic, financial and operational (or technical) risk. The risks considered are quantified for
each element used in defining AIS strategic value and are a result of direct or indirect loss due
to failed internal processes, people, systems, work practices, or, from external events. Risk is

viewed from the perspective of both probability and consequence.

2013 Electricity Distribution Rates Application
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Table 1
AIS Objectives and Success Criteria

AIS Objectives

Success Criteria for each Objective

Business Excellence

Compliance

Employee Satisfaction

Operational Excellence

Customer Satisfaction

Index of Reliability

Customer Satisfaction

Service Quality Indicators

Capacity

Financial

Hard & Soft Savings

Revenue Recovery Factors

Health & Safety

Health & Safety

Employee Wellness

Environmental Sustainability

Environmental Impact

2013 Electricity Distribution Rates Application
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APPENDIX A

SUMMARY DESCRIPTION OF MAJOR CATEGORIES OF CAPITAL EXPENDITURES

PowerStream sorts its capital investments into four major categories and a number of sub-

categories. Summary descriptions of the major categories are as follows:

Sustainment Capital — Sustainment Capital is defined to include projects that replace or
enhance capital assets to maintain the reliability of the distribution system so that it will continue
to function within established performance standards. Sub categories include: Emergency/
Restoration; Replacement Programs; Sustainment Driven Lines Projects; Transformer/Municipal

Station Projects; and Emerging PowerStream Projects.

Development Capital — this major category includes projects that involve system expansion or
relocation due to growth and/or to satisfy external demands. Sub categories include:
Subdivisions/Services; Road Authority Projects; Growth Driven Transformer/Municipal Stations;

Growth Driven Lines Projects; Emerging Development Capital; and Distributed Generation.

Operations Capital — this major category includes projects that support the day-to-day
operations of PowerStream. Sub categories include: Buildings; Fleet; Metering; Spare Parts;

Tools; Information/Communication Systems; Emerging Operations and Interest Capital.

Capital Deferral Account — this category includes capital projects which are recovered through
deferral account mechanisms. Expenditures include Smart Meters, Smart Grid and Renewable

Generation.

2013 Electricity Distribution Rates Application
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DETAILED CATEGORY AND SUB-CATEGORY DESCRIPTIONS

Following is a detailed description of the categories and sub-categories of capital spending used

at PowerStream.
SUSTAINMENT CAPITAL

Sustainment Capital is defined to include projects that replace/enhance capital assets to
maintain the reliability of the distribution system so that it will continue to function within
established performance standards. In general, this includes the replacement of overhead and
underground lines, system reconfigurations, voltage conversions, upgrading of equipment (not
primarily for expansion of capacity), planned asset replacements based on the results of the
Asset Condition Assessment (“ACA”") process (poles, transformers, distribution switchgear,
underground primary cables, station circuit breakers and reclosers). Sustainment capital is

further broken down into a number of sub-categories as described below.
Replacement Program

This sub-category covers the replacement of overhead wires, underground cables and station
equipment as identified as needing replaced through the ACA process. PowerStream’s ACA
process is described in Exhibit B1, Tab 2, Schedules 3 and 4. These yearly programs include:
Wood Pole Replacement program; Underground Cable Injection program; Underground
Switchgear Replacement program; Underground Cable Replacement program; Station Circuit
Breaker Replacement program; and Other replacement programs (Pole Line, Switches,

Arresters, Station Transformer, Capacitor, Reactor, Station Structure)
Sustainment Driven Lines Projects

This sub-category is for those projects that are not capacity driven (i.e. load growth related), but
are required to sustain the distribution system and ensure reliability. These projects are
identified through technical studies or through an identified reliability need. Included in this
category are: Voltage Conversion Projects; System Re-configuration Projects; Radial Supply
Remediation Projects; Distribution Automation Projects; Reliability Driven Projects; Fault

Indicator Installation and Replacement program.

2013 Electricity Distribution Rates Application
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Emergency / Restoration

This sub-category covers capital costs of repair and restoration of the distribution system. Work
is required as a result of on-going power outages or identified through inspection as needing
repair due to a hazardous safety condition or potential imminent failure. The work is divided into
programs, specifically, Replacement of Failed Distribution Equipment; Replacement of
Distribution Equipment due to Storm Events; Replacement of Distribution Equipment due to
Accidents and Joint Use Pole Removal.

Replacement of Failed Distribution Equipment covers the emergency replacement of all failed
equipment within PowerStream’s distribution system due to unexpected failure. These failures
generally result in power interruptions to our customers and the failed equipment is removed

and replaced with serviceable electrical equipment restoring power.

Replacement of Distribution Equipment due to Storm Events covers replacement of major
distribution equipment damaged during storm events including poles, transformers, lines,
services, and switching devices. The distribution components replaced are necessary to restore
power to our customers and restore the operating system to safe working conditions. The
projection for this capital budget item is estimated based on the past five years of historical

spending due to the year over year variability in severe weather patterns.

Replacement of Distribution Equipment due to Accidents covers the cost associated with
replacement of major equipment damaged by vehicle accidents and foreign interference. The
replacement costs are tracked and where possible collection is made from the party causing the
damage to PowerStream’s distribution equipment. Costs recovered from third parties are

attributable to revenue.

Joint Use Pole Removal covers the removal of poles that recently had joint use facilities
removed. During the process of pole replacements there is a lag time for joint use parties to
relocate their attachments to PowerStream’s new pole. Historically, this time has taken several
months and even years. Due to the time lag the original work orders associated with the pole

replacement have been closed.

2013 Electricity Distribution Rates Application
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Transformer / Municipal Stations

This sub-category is for those Municipal Stations (“MS” — stations that transform from 44kV or
27.6 kv to a lower distribution voltage such as 13.8 kV) and Transformer Stations (“TS” —
stations greater than 100 MVA that transform from high voltages 230 kV to 27.6 kV) projects
that are not capacity driven, but are required to sustain PowerStream’s fleet of eleven TS’s and
fifty-four MS’s. Sustainment activities include projects to: replace worn out equipment, improve

reliability, enhance operability & maintainability, and to improve & maintain safety.

Emerging Sustainment Capital

This sub-category covers sustainment projects that are unforeseen. Despite the best efforts of
the budget team to identify all of the capital requirements for the budget year, there are projects
that arise after the budget has been approved. Projects are typically required due to an
unforeseen circumstance or were missed during budget preparation but if not completed in the
current year would have a negative impact on the day-to-day operation of the distribution
system. Every effort is made to defer the projects to the next budget year. Project leaders
requesting to tap into these funds are required to have appropriate approval prior to work

commencing.
DEVELOPMENT CAPITAL

Development Capital is defined to include projects that enable system expansion required as a
result of customer growth and relocation projects due to municipal and regional requirements as
a result of growth in the communities served by PowerStream. Development Capital is further

broken down into a number of sub-categories as described below.
Subdivision / Services

This sub-category covers the costs to connect new customers to the system. The work is
divided into programs as follows: Layouts; New Services; New Subdivisions; and Secondary

Services.

Layouts consist of work to make ready the system for new residential infill services, upgrading

of residential services and small commercial services. A layout is completed for each customer.

2013 Electricity Distribution Rates Application
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The customer’s service could be underground or overhead and is the connection from the main
plant on the boulevard to the building. Costs are shared between the customer and
PowerStream. In accordance with the Distribution System Code (“DSC"), the LDC is required to
provide the customer with a basic connection allowance for each residential service. This basic

connection credit equates to 30m of an overhead service and 10m of an underground service.

New Services consists of new and/or upgraded primary services to industrial, commercial and
institutional customers. These services are normally underground from the existing distribution
or sub-transmission system and up to and including the padmount transformer. Typically
customers contribute 100% of the cost for new services. In accordance with the DSC, these
services are considered a connection and are 100% recoverable (deemed as ‘Lies Along’ —

these are new services where facilities exist to service the customers).

New Subdivisions consist of the primary and secondary underground cables as well as
transformers installed to the street line of each lot within a new residential “greenfield”
subdivision development. In accordance with the DSC, the development cost is subject to an
economic model to determine the LDC share and the Developer share based on revenues from
the development. Up to 2012 upstream costs are included in the economic model. With this

rate application upstream charges are removed for the test year, 2013, and going forward.

Secondary underground services are installed from the street to the meter base for each lot.
This work allows for the connection of the secondary service to the padmount transformer which
in turn provides power to the customer’s unit. These services are installed as the houses within
the development are built and are normally installed within five years of the new subdivision
being installed. In accordance with the DSC, these service costs are put through the economic

model and shared at time of the OTC.

Road Authority Projects

As communities within PowerStream’s service territory continue to grow, it is accompanied by
road construction, re-alignment and widening of existing roads as well as the installation of new
water and sewer infrastructure. This development work is controlled by Provincial, Regional
and Municipal authorities. Because PowerStream’s distribution system is located on the road

allowance, at the request of the road authority, it must be relocated to accommodate this

2013 Electricity Distribution Rates Application
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development work. Each year, PowerStream reviews the five and ten year road authority plans
for development to identify where distribution system conflicts exist and to budget for resolution
of these conflicts. The majority of these projects involve relocating portions of the distribution
system. These projects are usually cost shared with the road authority. This sub-category

covers the costs for these relocations.
Growth Driven Transformer / Municipal Station Projects

This sub-category covers construction projects of new or upgrade of existing transformer and
municipal station capital projects that PowerStream must complete to provide sufficient capacity
to supply new customers and load growth from existing customers. Every year PowerStream
prepares a load forecast and studies the system to identify capacity short falls and recommends

projects to ensure sufficient capacity for customer load growth demands.

Growth Driven Lines Projects

This sub-category covers construction of new or upgrade of existing distribution or
subtransmission lines that PowerStream must complete to provide sufficient feeder and
component capacity to supply new customers and load growth from existing customers.
PowerStream uses the load forecast and studies the system to identify capacity short falls and

recommends projects to ensure sufficient capacity for customer load growth demands.
Emerging Development Capital

This sub-category covers large customer projects due to the customer's emerging needs
throughout the year. Projects are typically required due to either a relocation required by a
customer or the expansion of the distribution system for the customer. In the case of
relocations, the customer typically pays 100% of the costs. In the case of a required expansion
of the distribution system, costs are shared as per the requirements of the Distribution System
Code (“DSC”) and PowerStream’s Conditions of Service (“COS”).

Distributed Generation Connections

This sub-category covers the costs to connect new distributed generation customers to the

system. In accordance with the Distribution System Code, these costs are shared by the

2013 Electricity Distribution Rates Application
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customer and PowerStream. The customer is responsible to cover the cost of connection.
PowerStream will cover system expansion costs at or below a distributed generation customer’s

renewable energy expansion cap.
OPERATIONS CAPITAL

Operations Capital is defined to include projects that support the day-to-day operation of
PowerStream. Operations Capital is further broken down into a number of sub-categories as
described below.

Metering

This sub-category involves the installation or replacement of meters. The work involves the
upgrades or replacement of wholesale or retail meters and includes the following: Wholesale
Meter Upgrades; Failed Meter/Transformer Replacements; Meter Re-verifications and Smart

Meters.

Wholesale Meter Upgrades consists of projects to upgrade PowerStream Wholesale Meters.
PowerStream is directly connected to the Independent Electrical System Operator (“IESO”) grid
at several points. Each of these connection points entails a wholesale metering point and

meter. Normally upgrades are required due to requirements set out by the IESO.

Failed Meter/Transformer Replacements consists of the replacement of meters, wire, instrument
transformers and associated test equipment for revenue billing meter systems which periodically
fail. When a revenue meter fails replacement must take place as soon as possible to minimize

the time that customer energy consumption data is lost.

Meter Re-verifications are required due to regulations under the Electricity and Gas Inspection
Act enforced by Measurement Canada to ensure that all revenue meters meet strict accuracy
and operational standards over the life of the meter. The process of removing and testing the
meter is referred to as re-verification. The meter re-verifications are not, as of yet, required on

smart meters.

Smart Meter deployment has been a primary focus of PowerStream since 2006 when the

Provincial Government mandated the replacement of the electromechanical billing meters with

2013 Electricity Distribution Rates Application
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the new Smart Meter and Advanced Meter Infrastructure (“AMI”) two-way communication
system. The costs for installation of the Smart Meters were covered under Smart Meter deferral
accounts prior to 2012. Going forward capital spending associated with Smart Meters are

covered in this category and support the continued functioning of the newly installed system.

Suite Meters consists of costs for PowerStream to install either a new suite metering system or
for PowerStream to install a Bulk Meter system in residential condominiums or commercial/retail
buildings. Builders/developers of residential/condominium housing and industrial/commercial/in
stitutional buildings have a choice to have their premises bulk metered (single meter) by
PowerStream and individually meter customers on their own or have PowerStream
supply/install individual suite metering. PowerStream will also replace existing bulk billing meter
systems totalizing energy consumption for the entire condo/apartment building with individual

unit metering through negotiation and agreements with building owners.

Upgrade of 2.5 Element Meters is a program to upgrade existing two and one half (2.5) element
meters to the more modern three (3) element meters. The older fuse link test blocks often have
fuses operate or open which causes loss of potential to the meter, which in turn causes the
meter to inaccurately (under-recording) measure the actual energy consumed. The result is lost
revenue that may go undetected for long periods of time until a meter inspection reveals the

fuse operation.
Fleet

This sub-category involves the purchase in three vehicle classifications: Heavy Duty;

Light/Medium and Miscellaneous

PowerStream has forty-three heavy duty units including aerial devices and radial boom derricks

for work on distribution lines.

PowerStream has 156 light/medium units such as vans, pickups and automobiles used across
the organization by various roles such as Line Supervisors, Sub-foreman, Line Technicians,

Inspectors, Locaters etc.

2013 Electricity Distribution Rates Application
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PowerStream has sixty miscellaneous units including pole trailers, general use trailers, tension
machines and forklifts. These units are either used to move material around or assist in the

distribution line work.

A vehicle is considered for replacement based on an expected life. PowerStream has
established an expected life for each class of vehicle. Replacement is determined by achieving
years of use, mileage or hours of use as per manufacturer's recommendations for replacement.
This expected life replacement approach is in keeping with industry practice and is important to
assist PowerStream'’s ability to forecast vehicle spending, assist PowerStream in achieving a
lower risk of catastrophic vehicle failure and enhancing PowerStream’s ability to negotiate long

term procurement contracts with vendors and realize savings.
Tools

This sub-category involves the purchase of tools that are required for the ongoing operation,
construction, maintenance, and repair of the distribution system. Tools include power
measuring equipment, cutters and crimpers; relay testing equipment, communications testing
equipment, meter testing equipment and locating equipment. These purchased tools replace

worn out or broken tools used by the staff on a daily basis for their work.
Buildings

This sub-category involves the purchase, replacement or rehabilitation of major assets related
to one of PowerStream’s three main centres of operation at Patterson Rd. in Barrie, Addiscott in

Markham, and Cityview in Vaughan.

The Patterson Rd. facility in Barrie was built in 1990. The Cityview Blvd. facility in Vaughan was
primarily constructed in 2007 and ready for occupancy in early 2008 and the Addiscott facility in

Markham was primarily constructed in 2009 and ready for occupancy in early 2010.

Relevant projects include changes to: exterior (i.e. pavement, fencing, lighting, stores yard);
interior (i.e. furniture); mechanical (i.e. Plumbing); structural (i.e. windows, doors, wall

partitions); and HVAC (Heating & air conditioning);

2013 Electricity Distribution Rates Application
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Information / Communication Systems

This sub-category consists of new projects or upgrades to PowerStream’s information

technology or communication systems across the organization

In 2011 PowerStream engaged KPMG to facilitate the development of a business driven
Information Services (“IS”) Strategic Plan. The process involved extensive input from the
management and executive teams and resulted in development of five strategic initiatives.
Subsequently, a list of projects which support the achievement of the strategy was developed
and prioritized by the senior management. The result was a five year IS Roadmap and
Investment Plan. Projects are categorized into the five strategic initiatives as follows:
Developing Information Capital; Delivering Outstanding Customer Service; Achieving

Operational Excellence; Building a Foundation for Innovation and Maintain our Infrastructure.

Projects within “Developing Information Capital” will enable PowerStream to develop, retain and
share corporate knowledge. The evolution of Smart metering and the convergence of
Operational Networks with IS networks is resulting in exponential growth of data. Establishing
an enterprise data model and standards will facilitate the transformation of data into valuable

and trusted corporate information upon which business decisions are based.

Projects within “Outstanding Customer Service” will give PowerStream the ability to provide
customers, the rate payers, with the best possible service at the lowest cost. While it is
recognised that every dollar invested is ultimately to benefit the customer, this category
describes those investments which have a direct impact on PowerStream’s customer. These
projects are aimed to provide modern and valuable customer services and include a New CIS

implementation and customer facing process improvements.

Projects within “Achieving Operational Excellence” are aimed towards applications and
initiatives that improve business processes primarily through automation. During the past
PowerStream has experienced rapid growth through mergers and acquisitions, PowerStream'’s
processes have evolved either by merging and adapting multiple processes or by simply
adopting a process from a former company. The same methodology was applied to applications
which supported the processes. While this strategy was successful in quickly bringing

companies together, it didn't take full advantage of scale or opportunities to apply new
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technology. New applications to support operational excellence include an Enterprise Asset
Management System, a Workforce Management Solution, and hardware and software to

support a mobile workforce solution.

Projects within “Building a Foundation for Innovation Investments” are geared toward improving
how Information Services serves the corporation. Initiatives include development and update of
an Information Services Governance framework to ensure that alignment with business units
remains strong and the development and update of Enterprise Architecture Standards to help

manage the growing requirement to add and integrate new systems and data sources.

Projects within “Maintain our Infrastructure” are required to maintain and keep up-to-date

PowerStream’s computer assets including both hardware and application software.

. Hardware — PowerStream has personal computers distributed amongst three
locations including selected field personnel. PowerStream utilizes a centralized
printing model as much as possible. High capacity multi-function printers are also
located throughout the various offices. There are additional stand-alone or small
workgroup printers to meet specific needs. In addition, PowerStream’s has a large
number of servers to manage the applications and data. Annual funding is required
to replace any equipment which no longer meets minimum requirements. Minimum
requirements are dictated either by unacceptable performance, or lack of
compatibility with applications or other systems. PowerStream continuously looks

for opportunities to extend the lifecycle of hardware and software.

° Application Software — PowerStream’s major application systems include: an
Enterprise Resource Planning (“ERP”) system JD Edwards Enterprise; a Customer
information System (“CIS”), T&W Information Systems; a Geographic Information
System (“GIS”) ESRI; an Outage Management System, Responder; a Design
System, Designer; SCADA Survalent; a Station Information System, Cascade.
PowerStream utilizes the Microsoft Office suite, SharePoint, and Exchange mail for
general desktop use. Telecom support includes a Voice over Internet Protocol
(“VOIP") telephone system; and hardware to support fibre connectivity between all
work centres and several sub-stations. Upgrades to existing applications are

considered necessary when there is lack of vendor support; lack of compatibility
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with versions used by business partners and customers; new features are available
which provide additional functionality to improve efficiency; or lack of compatibility

with new software or hardware.
Purchase of Spare Equipment

This sub-category is for the purchase of key equipment in stations that will be held in reserve
and used for system spares in the event that a failure of the key equipment occurs.

Emerging Operations Capital

This sub-category covers monies for operations projects that are unforeseen. Despite the best
efforts of the budget team to identify all of the capital requirements for the budget year, there are
projects that arise after the budget has been approved. Projects are typically required due to an
unforeseen circumstance or were missed during budget preparation but if not completed in the
current year would have a negative impact on the day-to-day operation of the distribution
system. Every effort is made to defer the projects to the next budget. Project leaders
requesting to access these funds are required to have appropriate approval prior to work

commencing.
Interest Capitalization

This sub-category covers monies for interest capitalization. Under Internal Financial Reporting
Standards (“IFRS”), interest capitalization is defined as the borrowing costs that are directly
attributable to the acquisition or construction of a qualifying asset cost. A qualifying asset is an
asset that necessarily takes a substantial period of time to get ready for its intended use.
PowerStream has determined this period of time as those projects that span over four months in
duration. To assist in project management these costs are tracked in one category within the

capital budget.
CAPITAL DEFERRAL ACCOUNT

The Capital Deferral Account includes capital projects which are recovered through deferral
account mechanisms. Expenditures include smart meters, smart grid and distributed

generation.

2013 Electricity Distribution Rates Application
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Smart Meters

PowerStream initiated its smart meter program in 2006 as mandated through regulation by the
OEB. PowerStream completed implementation of its smart meter program in 2011. All capital
costs for the installation of the meters, communications infrastructure and back office hardware
and software were included in this deferral account. Recovery of these costs was achieved
through separate smart meter rate applications in 2010 and 2011. Effective 2012 smart meter
installations and related capital activity will be part of the capital budget reporting

process. Costs will no longer be tracked in a deferral account.
Smart Grid

Expenditures in the smart grid deferral account are for smart grid projects that would not have
been completed in the normal course of PowerStream’s everyday business and are pilots of
new technology that may be considered for incorporation into the grid or are pilots to understand

the impact of new technologies such as the Electric Car.
Renewable Generation

Expenditures in the renewable generation deferral account are for capital projects that support
and facilitate the connection of renewable generation customers. Projects typically are to
support a WiMax communication infrastructure for the distributed generation customers and
changes to substation infrastructure to decrease short circuit values so customers can be

connected.

2013 Electricity Distribution Rates Application
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ASSET MANAGEMENT PLANNING AND INFORMATION MANAGEMENT PROCESSES
PowerStream’s Asset Management Planning Process

PowerStream’s Asset Investment Strategy (“AlS”) is key to the decision making process to
ensure that effective short and long term investment decisions are made, which maximize the
value of the assets to the company. As part of the overall process of making informed
decisions, the Company makes use of disciplined policies, standards and processes, for
maintaining the assets of the Company. These policies, standards and processes effectively

form PowerStream’s Asset Management Planning process.

There are several key components making up PowerStream’s Asset Management Planning
process. These components are described in this rate application as follows:
¢ Inspections and Maintenance Practices — Exhibit D1, Tab 2, Schedule 1
o Capital expenditure planning:
o0 Capital Investment Process — Exhibit B1, Tab1, Schedule 1

0 Asset Management Planning and Information Management Process - Exhibit B1,
Tab1, Schedule 2

o0 Corporate Five Year Capital Plan — Exhibit B1, Tab 2, Schedule 1
o0 Engineering Five Year Capital Plan — Exhibit B1, Tab 2, Schedule 2
o Asset Condition Assessment — Exhibit B1, Tab 2, Schedule 3 & 4
0 Green Energy Act Plan — See Exhibit B2, Tab 1, Schedule 1 & 2
o0 Capital Financing Processes —Exhibit E, Tab 1, Schedule 1
¢ Information Management Process — part of this Exhibit

PowerStream’s Asset Management process continues to evolve and recent focus has been two-
fold. First, bringing to a common level, for all predecessor utilities, the practices, guidance and
directives for managing distribution and station asset condition information and understanding of
required capital spend for renewal of aging assets. Second, ensuring a robust capital planning

and budgeting process for all capital spending in the corporation, including optimizing all capital
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using the same “lens”. The planned future focus is to ensure operations and maintenance
spending on assets is more fully documented with equitable practices between the predecessor

entities. Also, life-cycle costs will be more fully taken into consideration.
Powerstream’s Information Management Process

Information Management as it relates to asset data is the development, execution and
supervision of plans, policies, programs and practices that control, protect, deliver and enhance
the value of asset data. For the purposes of this section, asset data relates to electrical

distribution plant in the field (stations, poles wires, transformers, switches, etc.).

Access to PowerStream’s asset data is a fundamental need of engineering and operating
personnel to ensure that timely, informed decisions can be made on design and operating
issues. Network performance is directly linked to the timely availability and accuracy of asset

data.

The primary sources of asset data are PowerStream’s Supervisory Control and Data Acquisition
(“SCADA”) system, Geographical Information System (“GIS”) system (coupled to an Outage
Management System (“OMS”)), Cascade system, station drawing records and FileNexus (a

data repository).
SCADA — Supervisory Central and Data Acquisition

PowerStream’s SCADA system provides “real time” asset data on certain key assets that are in
the field (e.g. stations, automated switches, wholesale smart meters). The key assets allow the
system control operators to monitor asset status and performance and to configure the
distribution system on an ongoing basis in order to optimize system performance and the supply
of power to PowerStream’s customers. Typical data collected through SCADA is operational
related and includes information such as equipment status (on/off), power flow (amps) and

alarms related to mission critical station equipment (relay triggers).

SCADA data is archived and provides a historical record of system performance that allows for
detailed engineering and operating analysis to provide future direction and plans for improving

system performance.
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SCADA real time data is available to operations and engineering staff through the corporate
networks via a web browser. Archived SCADA data will be available to users through a data

historian application located on the corporate network.
Geographical Information System

PowerStream’s Geographical Information System (“GIS”) holds both locational and attribute
data on the electrical distribution assets within PowerStream’s territory. PowerStream’s GIS
data is relied upon by many departments within the organization for operational, maintenance

and design requirements.

The GIS department receives data from multiple sources which is subsequently captured in the
GIS. This process ensures an accurate record of the electrical distribution network and
connectivity is available. In addition, there are a number of attributes associated with each
asset that are also recorded. The information can then be queried and extracted to satisfy

specific requests for information (e.g. electrical connectivity, age of assets, testing records, etc.).

Maintenance of GIS records is controlled by the GIS Department. The GIS Department has
instituted processes and procedures to capture, update and maintain PowerStream’s electrical
distribution asset data. All GIS data entry including, but not limited to, new plant, attribute
updates, plant removal and any other spatial data must be completed in the ESRI ArcFM
environment following a version management convention (ESRI ArcFM is a vendor name). All
versions are put through a quality assurance and quality control process by a senior GIS

employee before posting to the GIS production environment.

The majority of GIS information input (70%) is from capital programs that result in additions of
plant to the distribution system. Examples of this are drawings pertaining to new subdivisions,

new commercial and residential installations and capital works on roads.

In PowerStream South (predecessor PowerStream territory), an Asset Tracking Form (“ATF”) is
used to capture individual asset information. This is a paper based system. The function of the
ATF is to provide a standard form to capture asset information gathered by the Lines &
Construction staff in PowerStream South. Lines & Construction staff complete the ATF for

asset installations, removals and inspections of major equipment such as transformer,
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switchgears, switches, poles, and splices. Upon completion of the ATF, a copy is sent to the
GIS Department. The GIS Department updates the required database systems with the

attribute information.

In PowerStream North (predecessor Barrie Hydro territory), the Barrie Attribute Tool (“BAT”) is
utilized. This is an electronic system. Forms are input to a web hosted database. The
information is then sent electronically to the GIS department. At this point the corporate GIS is
updated with the BAT information. The BAT also serves as an asset history tool. The database
can be queried against for historical asset information in report form. Plans are in place to

harmonize PowerStream North and South to a common web based asset tracking tool in 2012.

The remaining 30% of GIS information input comes from operational sources (e.g. open points
on feeders, discrepancy verification), maintenance sources (e.g. attribute information arising
from inspection or maintenance), and other discrete sources (e.g. joint use, street lighting, land

base, orthoimaging, etc).
Outage Management System

The Outage Management System (“OMS”) utilizes the GIS connectivity model and inputs from:
smart meters, SCADA, Customer Information System (“CIS”), Interactive Voice Recognition
(“IVR”) and manual input to provide dynamic system and outage information and status.
Outage calls, whether input automatically (as in smart meters) or manually, are automatically
grouped together as appropriate and predictive device operation is generated. This application
brings together multiple operational inputs and provides a dynamic picture of PowerStream’s
distribution network performance. Reliability performance statistics are generated from the
OMS.

Asset performance reports (e.g. operations performance reports) are produced on a regular
basis and are provided to senior management for information and review. Outage notification

alerts and other reliability related notifications are produced in real time as required.

2013 Electricity Distribution Rates Application
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Cascade

Cascade is a Computerized Maintenance Management System (“CMMS”). This application aids
in the efficient and timely maintenance of PowerStream’s station assets. Cascade receives real-
time operational SCADA data, inspection data, test data, equipment diagnostic data (and many
other inputs) for the Transformer Stations and Municipal stations. Cascade data is input, used
and accessed by operational groups such as our Station Maintenance and Protection and

Control sections.

Handheld field devices or computer notebooks are used to upload and download data to/from
the database for operational field use. Advanced algorithms in the Cascade software generate

preventative maintenance orders and alerts based on operating conditions.
Station Drawing Repository

The Station Drawing Depository (“SDR”) holds data, predominately reference drawings, related
to PowerStream’s station facilities. Engineering drawings pertaining to PowerStream’s
transformer stations and municipal stations are relied on by both the Engineering and
Operations departments who reference Station drawings during their day to day work. One
common set of electronically stored drawings, controlled in a managed database, ensures

accurate and efficient creation, editing, modification and access to Stations Drawings.

The Stations Design department leads the preparation and issue of design, construction, and
as-built drawings for PowerStream’s Transformer Stations (“TS”), Municipal Stations (“MS’), and
Telecommunication Network (“Telecom”). These drawings, once issued, are electronically

stored in the SDR which is located on a file management system (SharePoint).

The types of drawings residing in the Stations Drawing Repository are: System Drawings

(communication drawings, etc.); Transformer Stations; Municipal Stations; and Control Centres.

The process to add, modify, delete drawings in the SDR is strictly controlled and administered
by the Station Design department. Through the SDR, stakeholders in engineering and
operations can access draft drawings, construction drawings, “as-built” drawings and archived

(obsolete) drawings.

2013 Electricity Distribution Rates Application
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FileNexus

FileNexus is a data repository that holds lines project construction drawings for new services,
new subdivisions, new construction projects, line relocations and line rehabilitations.
Engineering drawings are relied upon by design, construction and operations staff in their day-
do-day work. One common place for storage is used so approved drawings, as-built drawings

and any related documents to projects are available for access.

The process to add, modify, delete drawings is laid out as part of the process flow for each type
of work and stage of work completion. Through FileNexus design, construction and operations

staff access the drawings through various stages of project completion.

2013 Electricity Distribution Rates Application
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1 RATE BASE OVERVIEW
2 Table 1 below summarizes PowerStream’s rate base from 2009, the last Cost of Service
3  ("COS”) rebasing for PowerStream, to 2013, the Test Year for the current COS Application.
4  These are combined amounts for both the legacy PowerStream (South) and former Barrie
5 Hydro (Barrie), which amalgamated January 1, 2009.
6 Table 1: Rate Base 2009 to 2013 ($Millions)
CGAAP MIFRS
PS Total PS Total PS Total PS Total PS Total PS Total Change
2009 2010 2011 2011 2012 2013 from 2009
Rate Base Actual Actual Actual Actual Forecast Forecast Actual
Opening PP&E NBV $ 5351 | $ 5395 | $ 6132 | $ 6132 | $ 6599 | $ 6950 | $ 159.9
Closing PP&E NBV $ 5395 | $ 6132 | $ 6519 | $ 6599 | $ 6950 | $ 7409 | $  201.4
PP&E - Average NBV $ 5373 | $ 5763 | $ 6325 | $ 6365 | $ 6774 | $ 7179 | $ 1807
Working Capital Allowance $ 1022 | $ 1122 | $ 1220 | $ 1238 | $ 1171 | $ 1227 | $ 20.4
Rate base $ 6395 | $ 6885 | $ 7546 | $ 7603 | $ 7945 | $ 8406 | $ 201.1
Green Energy Capital $ 05| $ 05| $ 0.5
$ $ $
PP&E Transitional Amount $ - $ - $ - (0.5) 1.7) (2.6) $ (2.6)
Adjusted Rate base $ 6395 | $ 6885 | $ 7546 | $ 7599 | $ 7932 | $ 8385 | $ 199.0
$ $ $
PP&E Transitional Amount $ - $ - $ - (0.9) (2.6) (2.6)
7
8  Prior to amalgamation, PowerStream filed a COS rate application for 2009 and Barrie filed a
9 COS rate application for 2008. Actual results for 2009 are on a total basis for the amalgamated
10 entity. These factors make comparison of the most recent Board Approved to Actual rate base
11  amounts difficult. This comparison is discussed below under the title “Board Approved vs.
12 Actual”.
13 As can be seen in Table 1, PowerStream’s rate base has increased from $639.5 million in 2009
14  to $838.5 million in the 2013 test year, an increase of $199.0 million. This is made up of:
15 e an increase of $180.7 million in the Property Plant and Equipment (“PP&E”) Average
16 Net Book Value (“NBV");
17 e an increase in Working Capital Allowance (“WCA”") of $20.4 million;
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e an increase of $0.5 million for the Renewable Enabling and Smart Grid capital
investments in deferral accounts up to December 31, 2011 for approval and inclusion in

rate base; and

e an adjustment to PP&E of $2.6 million reduction for the International Financial Reporting
Standards (“IFRS”) PP&E Transitional Amount.

These changes are discussed below.
PP&E Average NBV
The change in rate base arising from the PP&E Average NBV is summarized in Table 2 below:

Table 2: Change in PP&E Average NBV ($Million)

Closing PP&E NBV $ 740.9
Opening PP&E NBV $ 539.5
Change * $ 201.4
Add 2009 averaging impact $ 2.2
less 2013 averaging impact $ (23.0)
Rate base impact $ 180.7

The Property Plant and Equipment (“PP&E”) Net Book Value (“NBV”) amounts are net of

contributed capital and accumulated depreciation.

Details of the change in PP&E NBV can be found in Exhibit B1, Tab 1, Schedule 7, “In Service
Additions”.

Working Capital Allowance (*WCA")

The change in the WCA amount accounts for $14.3 million of the increase in rate base. This is
driven by the increase in the cost of power, increase in distribution expenses and offset by the
reduction in the working capital allowance from 15% to 13%.

The Working Capital Allowance is discussed further in Exhibit B3, Tab 1, Schedule 1, “Working

Capital Overview”.

2013 Electricity Distribution Rates Application
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PowerStream is applying for disposition of the costs to December 31, 2011, related to the Green

Energy Act (“GEA") initiative by the Provincial Government, tracked in the following deferral

accounts:

1531 Renewable Connection Capital Deferral Account

1532 Renewable Connection OM&A Deferral Account

1534 Smart Grid Capital Deferral Account

1535 Smart Grid OM&A Deferral Account

The Green Energy Capital amount represents the capital additions in accounts 1531 and 1534

to December 31, 2011, net of accumulated of accumulated depreciation to December 31, 2012,

as summarized below in Table 3

Table 3: Summary of Green Energy Capital Amount ($000)

December 31, 2012.

Total Additions to Dec 31/11 Net
Account 1531 - Gross $ 524.8
Less Provincial Recovery $ (493.3)
Account 1531 — direct benefit $ 315
Account 1534 $ 476.8

Total cost $ 508.3

2010 amortization $ 35

2011 amortization $ 16.3

2012 Amortization $ 257

Accumulated amortization $ 455

Net Book Value $ 462.8

The above Green Energy capital NBV amount of $0.5 million has been added to rate base as of

The amount shown for 1531 Renewable Connection Capital Deferral Account, represents the

direct benefit amount for PowerStream’s customers and is net of the amount that PowerStream

is seeking for recovery through the Independent Electricity System Operator (“IESO”) under

Ontario Regulation 330/09 section 3.
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The Green Energy Act Plan can be found in Exhibit B2, Tab 1, Schedule 2. More information on
the Green Energy Act Plan deferral accounts, disposition, planned spending and funding rate
adders can be found in Exhibit B2, Tab 1, Schedule 1.

IFRS PP&E Transitional Amount:

PowerStream filed for its previous COS rates under Canadian Generally Accepted Accounting
Principals (“CGAAP").
Standards (“IFRS”) for financial reporting purposes.

In 2012 PowerStream adopted International Financial Reporting

The adoption of IFRS required the restatement of 2011 balances under IFRS. PowerStream has
followed the Board’s guidance and tracked the differences in PP&E between CGAAP and OEB
Modified IFRS (“MIFRS”) in account 1575 for 2011. The differences for 2012 have been forecast
for the purpose of this rate Application.

PowerStream has determined that the value of PP&E at December 31, 2012 under CGAAP
would be $2.6 million lower than the PP&E under MIFRS. This amount has been deducted from

rate base in calculating revenue requirement.

The impacts of IFRS and the differences in PP&E recorded in account 1575 are discussed in
Exhibit A3, Tab 1, Schedule 5.

Board Approved vs. Actual:
Table 4 compares the most recent Board Approved Rate Base Amounts to Actual.

Table 4: Board Approved vs. Actual Rate Base ($000)

CGAAP

Barrie South

2008 2009 Combined Combined

Board Board Board 2009
Rate Base Approved Approved Approved Actual Variance
PP&E - Average NBV $ 130,388 | $ 457,087 | $ 587,475 | $ 537,273 | $ 50,202
Working Capital Allowance $ 19,466 | $ 69,727 | $ 89,193 $ 102,209 | $ (13,016)
Rate base $ 149,854 | $ 526,814 | $ 676,668 | $ 639,482 | $ 37,186
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Actual PP&E values were lower mainly as a result of the merger and a delay in the in-service

date of Markham Transformer # 4.

The amalgamation of Barrie Hydro Distribution Inc. and PowerStream Inc. was approved by the
OEB in December 2008 and effective January 1, 2009. Several large purchases were avoided
as a result of the merger and the ability to share resources between the two predecessor

utilities.
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CAPITAL EXPENDITURES OVERVIEW

Overall, the total capital expenditures have varied from 2007 to 2013 with consistent levels
being sustained through to 2011. The exception to this was in 2009 when additional funds were
required to build the new Markham TS#4 and supporting distribution infrastructure. Increases in
total capital expenditure are required for both 2012, the bridge year, and 2013, the test year. In
2012, the increase is in large part due to an increase in Operations Capital to fund a new
Customer Information System (“CIS”). Increases in 2013 can be attributed to an increase in
Sustainment Capital to support increased infrastructure replacement and rehabilitation, an
increase in Developmental Capital for subdivisions, road authority projects and electrical
distribution infrastructure projects to supply customer load growth and an increase in Operations

Capital to fund the new CIS.

The details of the Capital Expenditures for the period 2007 to 2013 are shown in Table 1 below.
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PROJECT DESCRIPTION 2007 Actual 2008 Actual 2009 Actual 2010 Actual 2011 Actual 2011 Actual 201$e|3£dge 2013 Test Year
(CGAAP) (CGAAP) (CGAAP) (CGAAP) (CGAAP) (MIFRS) (MIFRS) (MIFRS)

Sustainment Capital
Replacement Program $3,863,657 $4.,629,272 $4,451,046 $5,219,180 $3,886,039 $3,254,511 $6,967,807 $7,979,035
Sustainment Driven Lines Projects $6,457,421 $7,040,850 $8,437,575 $6,663,891 $10,681,906 $8,284,920 $9,919,810 $23,238,712
Emergency / Restoration $3,114,168 $3,589,697 $4,203,755 $8,673,251 $7,504,452 $7,082,363 $9,100,468 $9,527,350
Transformer / Municipal Stations $1,457,915 $714,605 $948,688 $1,407,008 $3,492,638 $3,268,289 $1,123,370 $2,673,187
Emerging Sustainment Capital $2,353,154 $3,122,060 $2.,281,720 $1,549,473 $1,072,112 $949,866 $2,824,959 $2,847,386
Total Sustainment Capital $17,246,315 $19,096,482 $20,322,784 $23,512,802 $26,637,146 $22,839,950 $29,936,414 $46,265,670

Development Capital
Subdivision / Services -$15,811 $1,412,727 $7,508,430 $3,939,167 $7,878,391 $4,822,559 $9,469,121 $11,672,797
Road Authority Projects $3,697,004 $1,088,679 $3,942,432 $5,922,934 $8,910,456 $7,218,612 $6,298,918 $13,044,233

Additional Capacity
(Transformer / Municipal Stations) $2,710,298 $6,574,963 $10,772,075 $1,784,948 $150,524 $113,508 $727,500 $5,983,906
Growth Driven Lines Projects $2,348,220 $1,535,358 $11,926,518 $4,992.351 $7,825.726 $7,038,310 $4,024,577 $6,544,575
Emerging Development Capital $200,346 $644,866 $858,309 $611,790 $1,032,240 $626,419 $540,569 $435,371
Distributed Generation Connections $0 $0 $23,941 $79,931 $32,210 -$86,236 $0 $0
Total Development Capital $8,940,057 $11,256,592 $35,031,705 $17,331,122 $25,829,548 $19,733,172 $21,060,685 $37,680,882
Operations Capital

Metering $1,935,577 $2,799,149 $2,045,082 $2,909,300 $3,144,545 $2,167,753 $2,582,260 $2,619,518
Fleet $2,099,231 $2,626,258 $3,933,516 $3,059,001 $1,172,758 $1,154,496 $2,037,200 $2,932,600
Tools $466,084 $354,050 $326,514 $457,226 $640,137 $629,865 $712,810 $596,576
Buildings $20,993,737 $4,931,129 $4,846,822 $1,308,312 $176,551 $173,385 $864,930 $221,372
Information / cOmmuSr;g?ethg $1,996,988 $3,345,827 $2,498.400 $5,546,874 $4,528,148 $4,419.136 $18,422.910 $22,396,999
Purchase of Spare Equipment $0 $3,345 554 $3,099,128 $321,634 -$228.589 $228.721 $66,00