James C. Sidlofsky Borden Ladner Gervais LLP

T (416) 367-6277 Scotia Plaza, 40 King Street W
F (416) 361-2751 Toronto, ON, Canada M5H 3Y4
jsidlofsky@blgcanada.com T 416.367.6000

F 416.367.6749 Borden Ladner Gervais

blg.com

September 19, 2012
Delivered by RESS and Courier

Ms. Kirsten Walli
Board Secretary
Ontario Energy Board
2300 Yonge Street
26th Floor, Box 2319
Toronto, ON M4P 1E4

Dear Ms. Walli:

Re: E.L.K. Energy Inc. — 2012 Cost of Service Distribution Rate Application
Board File No. EB-2011-0099

We are counsel to E.L.K. Energy Inc. (“E.L.K.”), the Applicant in the above-captioned electricity
distribution rate proceeding.

On July 18, 2011, the Board issued a Notice of Proceeding and Order respecting Interim Rates, in
which it advised that it had commenced a proceeding on its own motion to make an order fixing
just and reasonable rates for E.L.K., and that it was declaring E.LL.K.’s rates as interim, effective
July 18, 2011, pending the hearing of the application to be filed by E.L.K. On May 29, 2012, the
Board issued Procedural Order No.2 in this matter, in which it determined that E.L.K.’s existing
rates declared interim effective July 18, 2011 would remain in place pending the hearing of the
Cost of Service application for 2012 rates, and directed E.L.K. to file its Cost of Service
application for 2012 rates with the Board by September 14, 2012.

By our letter of September 12, 2012, E.L.K. advised the Board that while it is working diligently
to complete the preparation of its Application, it would not be in a position to file it by September
14™, but that it anticipated filing the Application in the later part of this week, and in any event no
later than September 28, 2012.

Please find accompanying this letter two copies of E.L.K.’s Application for its Electricity

Distribution Rates and Charges effective October 1, 2012. Electronic versions of the Application
and associated live Excel models are being uploaded to the Board through the RESS portal.

Lawyers | Patent & Trade-mark Agents



We ask that copies of all correspondence and orders pertaining to this proceeding be delivered to
the following:

Mark Danelon, CA

Manager of Finance & Regulatory Affairs
E.L.K. Energy Inc.

172 Forest Ave

Essex, ON N8M 3E4

Tel.: (519) 776-5291 ext 204
Fax: (519) 776-5640

Email: mdanelon@elkenergy.com
and to:

James C. Sidlofsky

Partner

Borden Ladner Gervais LLP
Scotia Plaza, 40 King Street West
Toronto, ON M5H 3Y4

Tel:  416-367-6277
Fax: 416-361-2751
E-mail: jsidlofsky@blg.com

Should you have any questions or require further information in respect of this matter, please do
not hesitate to contact me.

Yours very truly,

BORDEN LADNER GERVAIS LLP
Per:
Original signed by James C. Sidlofsky

James C. Sidlofsky

TORO01: 5010912: v1
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ONTARIO ENERGY BOARD

IN THE MATTER OF the Ontario Energy Board Act, 1998, being
Schedule B to the Energy Competition Act, 1998, S.0. 1998, c.15,
as amended

AND IN THE MATTER OF an Application by E.L.K. Energy Inc. to
the Ontario Energy Board for an Order or Orders approving or
fixing just and reasonable rates and other service charges for the
distribution of electricity commencing October 1, 2012.

APPLICATION
Introduction

The Applicant is E.L.K. Energy Inc. (referred to in this Application as the “Applicant” or “E.L.K.").
The Applicant is a corporation incorporated pursuant to the Ontario Business Corporations Act

with its head office in the Town of Essex.

The Applicant hereby applies to the Ontario Energy Board (the “OEB”) pursuant to section 78 of
the Ontario Energy Board Act, 1998 as amended (the “OEB Act") for approval of its proposed

distribution rates and other charges, effective October 1, 2012.

In the preparation of the Application, the Applicant followed Chapter 2 of the Filing
Requirements for Transmission and Distribution Applications dated June 22, 2011 (the “Filing

Requirements”).

Proposed Distribution Rates and Other Charges

The detailed Tariff of Rates and Charges proposed in this Application is identified in Exhibit 8
Tab 1, Schedule 6. A summary of the proposed Tariff of Rates and Charges is provided in
Appendix 1-A of this Tab. The material being filed in support of this Application sets out E.L.K.'s

approach to its 2012 distribution rates and charges.
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Proposed Effective Date of Rate Order
The Applicant requests that the OEB make its Rate Order effective October 1, 2012.
The Proposed Distribution Rates and Other Charges are Just and Reasonable

The Applicant submits the proposed distribution rates contained in this Application are just and

reasonable, on the following grounds:

e The proposed rates for the distribution of electricity have been prepared in accordance
with the Filing Requirements and reflect traditional rate making and cost of service

principles;

¢ The proposed and adjusted rates are necessary to ensure E.L.K. Energy has sufficient
funds to meet its capital expenditure obligations, fund OM&A expenses, provide for a
reasonable Market Based Rate of Return (“MBRR”) and Payments in Lieu of Taxes
(“PILS™);

e The other specific service charges proposed by the Applicant are the same as those

previously approved by the OEB; and

e Such other grounds as may be set out in the material accompanying this Application

Summary.
Relief Sought

The Applicant applies for an Order or Orders approving the proposed distribution rates and
other charges set out in this Application as just and reasonable rates and charges pursuant to
section 78 of the OEB Act, to be effective October 1, 2012, or as soon as possible thereafter.
E.L.K.'s current rates were declared interim by the Board's Notice of Proceeding and Order

respecting Interim Rates dated July 18, 2011.

The Applicant seeks approval of its Basic Green Energy Plan as part of this Application in
accordance with the Deemed Conditions of Licence as reported by the OEB in its Distribution
System Planning Guidelines G-2009-0087, issued June 16, 2009. The Applicant’s Basic Green
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Energy Plan has been prepared in accordance with the OEB’s Filing Requirements as reported
in EB-2009-0397 — Distribution System Plans under the Green Energy Act issued on December
18, 20009.

Form of Hearing Requested
The Applicant requests that this Application be disposed of by way of a written hearing.

DATED at Essex, Ontario, this 19" day of September, 2012.

E.L.K. Energy Inc.
172 Forest Ave
Essex ON, N8M 3E4
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APPENDIX 1-A

SCHEDULE OF PROPOSED RATES AND CHARGES
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Residential Service Classification

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge
Smart Meter Cost Recovery Rider — effective until September 30, 2013
Stranded Meter Rate Rider - effective until September 30, 2013
Distribution Volumetric Rate
Low Voltage Service Rate
Rate Rider for Global Adjustment Sub-Account Disposition
Applicable only for Non-RPP Customers — effective until September 30, 2013
Rate Rider for Deferral/Variance Account Disposition — effective until September 30, 2013
Rate Rider for LRAM Recovery — effective until September 30, 2013
Retail Transmission Rate — Network Service Rate
Retail Transmission Rate — Line and Transformation Connection Service Rate

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate
Rural Rate Protection Charge
Standard Supply Service — Administrative Charge (if applicable)

General Service Less Than 50 kW Service Classification

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge
Smart Meter Cost Recovery Rider — effective until September 30, 2013
Stranded Meter Rate Rider - effective until September 30, 2013
Distribution Volumetric Rate
Low Voltage Service Rate
Rate Rider for Global Adjustment Sub-Account Disposition
Applicable only for Non-RPP Customers — effective until September 30, 2013
Rate Rider for Deferral/Variance Account Disposition — effective until September 30, 2013
Rate Rider for LRAM Recovery — effective until September 30, 2013
Retail Transmission Rate — Network Service Rate
Retail Transmission Rate — Line and Transformation Connection Service Rate

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate
Rural Rate Protection Charge
Standard Supply Service — Administrative Charge (if applicable)

E.L.K. Energy Inc
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$/kWh
$/kWh

$/kWh
$/kWh
$/kWh
$/kWh
$/kWh

$/kWh
$/kWh

$/KWh
$/KWh

$/kWh
$/KWh
$/kWh
$/kWh
$/KWh

$/kWh
$/kWh

13.61
(0.94)
2.22
0.0097
0.0014

0.0269
(0.0148)
0.0007
0.0058
0.0046

0.0052
0.0011
0.25

23.08
0.95
2.22
0.0035
0.0013

0.0269
(0.0164)
0.0002
0.0052
0.0042

0.0052
0.0011
0.25
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General Service 50 to 4,999 kW Service Classification

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge $ 315.94
Distribution Volumetric Rate $/kW 1.5759
Low Voltage Service Rate $/kwW 0.4988
Rate Rider for Global Adjustment Sub-Account Disposition

Applicable only for Non-RPP Customers — effective until September 30, 2013 $/kwW 9.8148
Rate Rider for Deferral/Variance Account Disposition — effective until September 30, 2013 $/kW (6.0623)
Rate Rider for LRAM Recovery — effective until September 30, 2013 $/kW 0.0833
Retail Transmission Rate — Network Service Rate $/KW 2.1567
Retail Transmission Rate — Line and Transformation Connection Service Rate $/kwW 1.6581

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate $/kWh 0.0052
Rural Rate Protection Charge $/kwWh 0.0011
Standard Supply Service — Administrative Charge (if applicable) $ 0.25

Street Lighting Service Classification

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge (per connection) $ 151
Distribution Volumetric Rate $kwW 14.6984
Low Voltage Service Rate $/kW 0.3858
Rate Rider for Global Adjustment Sub-Account Disposition

Applicable only for Non-RPP Customers — effective until September 30, 2013 $/kW 9.6377
Rate Rider for Deferral/Variance Account Disposition — effective until September 30, 2013 $/kw (6.1389)
Retail Transmission Rate — Network Service Rate $kw 1.6266
Retail Transmission Rate — Line and Transformation Connection Service Rate $kwW 1.2827

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate $/kwh 0.0052
Rural Rate Protection Charge $/kWh 0.0011
Standard Supply Service — Administrative Charge (if applicable) $ 0.25

Sentinel Light Service Classification

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge $ 3.94
Distribution Volumetric Rate $/kwW 7.3885
Low Voltage Service Rate $/kwW 0.3939
Rate Rider for Global Adjustment Sub-Account Disposition

Applicable only for Non-RPP Customers — effective until September 30, 2013 $kwW 9.6377
Rate Rider for Deferral/Variance Account Disposition — effective until September 30, 2013 $/kW (3.9368)
Retail Transmission Rate — Network Service Rate $/kw 1.6349

Retail Transmission Rate — Line and Transformation Connection Service Rate $/kwW 1.3096
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MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate
Rural Rate Protection Charge
Standard Supply Service — Administrative Charge (if applicable)

Unmetered Scattered Load Service Classification

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge
Distribution Volumetric Rate
Low Voltage Service Rate
Rate Rider for Global Adjustment Sub-Account Disposition
Applicable only for Non-RPP Customers — effective until September 30, 2013
Rate Rider for Deferral/Variance Account Disposition — effective until September 30, 2013
Retail Transmission Rate — Network Service Rate
Retail Transmission Rate — Line and Transformation Connection Service Rate

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate
Rural Rate Protection Charge
Standard Supply Service — Administrative Charge (if applicable)

Embedded Distributor

MONTHLY RATES AND CHARGES — Delivery Component

Service Charge
Distribution Volumetric Rate
Low Voltage Service Rate
Rate Rider for Global Adjustment Sub-Account Disposition
Applicable only for Non-RPP Customers — effective until September 30, 2013
Rate Rider for Deferral/Variance Account Disposition — effective until September 30, 2013

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate
Rural Rate Protection Charge
Standard Supply Service — Administrative Charge (if applicable)

microFIT Generator Service Classification

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge
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$/kWh
$/kWh
$

$/KWh
$/kWh

$/KWh
$/kWh
$/kWh
$/KWh

$/kWh
$/kWh

$/KW
$/KW

$/KW
$/KW

$/kWh
$/kWh

0.0052
0.0011
0.25

7.26
0.0022
0.0013

0.0269
(0.0146)
0.0052
0.0042

0.0052
0.0011
0.25

2,583.22
0.3842
0.4988

12.0229
(7.6567)

0.0052
0.0011
0.25

5.25
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ALLOWANCES

Transformer Allowance for Ownership — per kW of billing demand/month
Primary Metering Allowance for transformer losses — applied to measured demand and energy %

Specific Service Charges

Customer Administration
Arrears certificate
Statement of account
Pulling post dated cheques
Duplicate invoices for previous billing
Request for other billing information
Easement letter

Income tax letter

Notification charge

Account history

Credit reference/credit check (plus credit agency costs)

Returned Cheque charge (plus bank charges)

Charge to certify cheque

Legal letter charge

Account set up charge / change of occupancy charge (plus credit agency costs if applicable)
Special Meter reads

Meter dispute charge plus Measurement Canada fees (if meter found correct)

Non-Payment of Account
Late Payment - per month
Late Payment - per annum
Collection of account charge - no disconnection
Collection of account charge - no disconnection — after regular hours
Disconnect/Reconnect at Meter - during regular hours
Disconnect/Reconnect at Meter - after regular hours
Disconnect/Reconnect at Pole — during regular hours
Disconnect/Reconnect at Pole — after regular hours

Install/Remove load control device — during regular hours
Install/remove load control device — after regular hours

Service call — customer owned equipment

Service call — after regular hours

Temporary Service — Install & remove — overhead- no transformer
Temporary Service — Install & remove — underground- no transformer
Temporary Service — Install & remove — overhead- with transformer
Specific Charge for Access to the Power Poles — per pole/year

Retail Service Charges

Retail Service Charges refer to services provided by a distributor to retailers or customers related
to the supply of competitive electricity

One-time charge, per retailer, to establish the service agreement between the distributor and the retailer $

Monthly Fixed Charge, per retailer $

Monthly Variable Charge, per customer, per retailer $/cust.
Distributor-consolidated billing charge, per customer, per retailer $/cust.
Retailer-consolidated billing credit, per customer, per retailer $/cust.

Service Transaction Requests (STR)
Request fee, per request, applied to the requesting party $

(0.60)
(1.00)

$15.00
$15.00
$15.00
$15.00
$15.00
$15.00

$15.00
$15.00
$15.00
$15.00
$15.00
$15.00
$15.00
$30.00
$30.00
$30.00

% 1.50

% 19.56
$30.00

$ 165.00
$ 65.00
$185.00
$ 185.00
$415.00

$65.00

$ 185.00
$30.00

$ 165.00
$500.00
$300.00
$ 1000.00
$22.35

100.00
20.00
0.50
0.30
(0.30)

0.25
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Processing fee, per request, applied to the requesting party $ 0.50
Request for customer information as outlined in Section 10.6.3 and Chapter 11 of the Retail
Settlement Code directly to retailers and customers, if not delivered electronically through the
Electronic Business Transaction (EBT) system, applied to the requesting party
Up to twice a year no charge
More than twice a year, per request (plus incremental delivery costs) $ 2.00

LOSS FACTORS

If the distributor is not capable of prorating changed loss factors jointly with distribution rates, the revised loss factors
will be implemented upon the first subsequent billing for each billing cycle.

Total Loss Factor — Secondary Metered Customer < 5,000 kW 1.0800
Total Loss Factor — Secondary Metered Customer > 5,000 kW N/A
Total Loss Factor — Primary Metered Customers <5,000 kW 1.0690
Total Loss Factor — Primary Metered Customers <5,000 kW N/A



CONTACT INFORMATION:
E.L.K. Energy Inc.

Mark Danelon, CA

Manager of Finance & Regulatory Affairs
172 Forest Ave

Essex ON, N8M 3E4

Tel.: (519) 776-5291 ext 204
Fax: (519) 776-5640
Email: mdanelon@elkenergy.com

APPLICANT'S COUNSEL:

Borden Ladner Gervais LLP
James C. Sidlofsky, Partner

Suite 4100 - 40 King St West
Toronto, ON M5H 3Y4

Tel.: (416) 367-6277
Fax: (416) 361-2751
Email: jsidlofsky@blg.com
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E.L.K. intends to publish all required notices in The Windsor Star, an English language daily

newspaper having the highest paid circulation in our service area. with approximately 7,000

distributed within E.L.K.’s service area
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SPECIFIC APPROVALS REQUESTED:

In this proceeding, E.L.K. is requesting the following approvals:

>

Approval to charge rates effective October 1, 2012 to recover a revenue requirement of
$4,539,680 which includes a revenue deficiency of $703,483 as set out in Exhibit 6, Tab
1, Schedule 1, Tab 1; the schedule of proposed rates is set out in Exhibit 8 Tab 1
Schedule 6;

Approval of the proposed loss factor as set out in Exhibit 8, Tab 1, Schedule 3;

Approval of revised low voltage rates as proposed and described in Exhibit 8, Tab 1,
Schedule 1;

Approval to charge a Retail Transmission Network Service rate and a Retall
Transmission Connection Rate as proposed and described in Exhibit 8, Tab 1, Schedule
2

Approval to continue to charge Wholesale Market and Rural Rate Protection Charges
approved in the OEB Decision and Order in the matter of E.L.K.'s 2011 Distribution
Rates (EB-2010-0126) and the Board's Order with respect to EB-2011-0405 addressing
the reduction of the Rural Rate Protection Charges. Approval to continue the Specific
Service Charges and Transformer Allowance approved in the OEB Decision and Order
in the matter of E.L.K.’s’ 2011 Distribution Rates (EB-2010-0126);

Approval for a Smart Meter Disposition Rate Rider (per metered customer per
month) of ($0.94) for one year (October 1, 2012 to September 30, 2013) for
Residential customers and a Smart Meter Disposition Rate Rider (per metered
customer per month) of $0.95 for one year (October 1, 2012 to September 30,

2013) for General Service <560kW customers.

Approval to include smart meter capital deployed from 2009 to 2011 in the 2012
rate base that supports the 2012 revenue requirement and distribution rates which

is the subject of this rate application.
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Approval to include smart meter operation and maintenance expenses in the 2012

revenue requirement associated with smart meters deployed.

Approval to charge $2.22 per month per Residential and GS < 50 kW customers to
recover $ 299,445 for stranded meters as at December 31, 2011 over a one year

period beginning October 1, 2013.

Approval to recover amounts related to LRAM/SSM amounts related to OPA Provincial
Programs activities in 2006 through 2010 over a one year period, using the method of
recovery described in Exhibit 8, Tab 1, Schedule 4;

Approval to establish a new Embedded Distributor rate class consistent with the
approach approved by the Board in EB-2010-0063. In that Decision the Board approved
Brant County Power’s request as an embedded distributor within Brantford Power Inc. to
be separated as a customer from the General Service > 50 kW rate class and be

classified as a member of a new Embedded Distributor rate class.

Approval to harmonize one customer in the legacy General Service 50 to 4,999 kW Time
of Use class with the projected 92 customers for 2012 in the standard General Service
50 to 4,999 kW class.

Approval to dispose of the Deferral and Variance Account balances as at December 31

2011 over a one year period using the method of recovery described in Exhibit 9.

Approval of the Basic Green Energy Plan as set out in Exhibit 2.
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PROPOSED ISSUES LIST:

The Applicant would expect, based on previous regulatory experience and other hearings, that

the following matters pertaining to the 2012 Test Year may constitute issues in this Application
GENERAL (Exhibit 1)

» Are the Applicant’s overall economic and business planning assumptions for the Test Year

appropriate?
» Is service quality, based on the Board specified performance indicators, acceptable?
» Is the proposed revenue requirement appropriate?
2. RATE BASE (Exhibit 2)

» Are the Applicant’s asset planning assumptions (e.g. asset condition, economic conditions,

etc.) appropriate?
» Is the Applicant’s capitalization and depreciation policy appropriate?
» Are the capital expenditures appropriate?

» Are the in-service dates accurate for projects closed prior to the Test Year and are they

appropriate for proposed projects?
» Is the working capital allowance for the test year appropriate?
» Is the proposed rate base for the test year appropriate?
» Is the accounting for smart meters in rate base appropriate?
» Is the accounting for stranded meters appropriate?
» Is the basic Green Energy Plan appropriate?
3. LOADS, CUSTOMERS - THROUGHPUT REVENUE (Exhibit 3)

» Is the load forecast methodology including weather normalization appropriate?
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» Are the proposed customers/connections and load forecasts (both kwWh and kW) for the test

year appropriate?
» |s CDM appropriately reflected in the load forecast?
» Are the proposed revenue offsets appropriate?
4. OPERATING COSTS (Exhibit 4)
» Is the overall OM&A forecast for the test year appropriate?
» Are the methodologies used to allocate shared services and other costs appropriate?
» Is the proposed level of depreciation/amortization expense for the test year appropriate?
» Are the 2012 compensation costs and employee levels appropriate?
» Is the test year forecast of PILs appropriate?
5. COST OF CAPITAL AND RATE OF RETURN (Exhibit 5)
» Is the proposed capital structure appropriate?
» Is the cost of debt appropriate?
» Is the proposed return on equity appropriate?
6. CALCULATION OF REVENUE DEFICIENCY OR SURPLUS (Exhibit 6)
» Is the calculation of Revenue Deficiency accurate?
7. COST ALLOCATION (Exhibit 7)
> Is the Applicant’s cost allocation appropriate?
» Are the proposed revenue-to-cost ratios appropriate?

8. RATE DESIGN (Exhibit 8)
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Are the customer charges and the fixed-variable splits for each class appropriate?
Are the proposed low voltage rates appropriate

Are the proposed Retail Transmission Service Rates appropriate?

Is the proposed method of LRAM and resulting rate rider appropriate?

Are the proposed loss factors appropriate?

Is the Applicant’s proposed Tariff of Rates and Charges appropriate?

. DEFERRAL AND VARIANCE ACCOUNTS (Exhibit 9)

Are the account balances, cost allocation methodology and disposition plan appropriate?
Is the determination of the balance for account 1562 appropriate?
Is the calculation of the smart meter disposition rate rider by rate class appropriate?

Is the determination of the stranded meter rate rider appropriate?
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PROCEDURAL ORDERS/MOTIONS/NOTICES:

On March 1, 2011, the Ontario Energy Board (the “Board”) issued a letter identifying a list of
distributors that were expected to file a cost of service application in respect of their 2012 rates.

E.L.K. was one of the distributors identified on the list.

On March 30, 2011, E.L.K. delivered a letter to the Board in which it requested that it be permitted to
defer the rebasing of its rates beyond the 2012 rate year. The Board issued a response letter on
June 17, 2011 requesting that E.L.K. provide certain information related to the amount by which
E.L.K.'s return has exceeded the level of return that underpins E.L.K.'s rates, for 2009 and 2010. The
letter also requested that, if the return levels for these two years were confirmed to be materially
above the level that underpins E.L.K.’s rates, E.L.K. explain why it believed it was nonetheless

appropriate for the Board to defer rebasing of E.L.K.’s rates.

On June 28, 2011, E.L.K. filed a letter indicating that its return on equity for 2009 and 2010 was
approximately 16%. This would place E.L.K.’s returns outside of the Board’s 300 basis point dead
band. E.L.K. also reiterated its request to defer its rebasing to beyond 2012, and provided reasons in

that regard.

On July 18, 2011, the Board issued a letter responding to E.L.K.’s letter of June 28, 2011. The Board
denied E.L.K.’s request for a deferral and advised that the Board would commence a proceeding to
review E.L.K.s rates on a cost of service basis in light of the information provided by E.L.K. with
respect to its earnings. The Board also noted that it intended to declare E.L.K.’s rates as interim

pending the hearing of the application to be filed by E.L.K.

Also on July 18, 2011, the Board issued a Notice of Proceeding and Order respecting Interim Rates,
in which it advised that it had commenced a proceeding on its own motion to make an order fixing
just and reasonable rates for E.L.K., and that it was declaring E.L.K.’s rates as interim, effective July

18, 2011, pending the hearing of the application to be filed by E.L.K.

On April 25, 2012, the Board issued Procedural Order No.1 (“PO#1") in this matter. In PO#1, the
Board noted that E.L.K. had not yet filed its 2012 cost of service distribution rate application and that
the interim rates made effective July 18, 2011 continue to apply. At pages 2 and 3 of PO#1, the

Board wrote:
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“In order to mitigate the risk that customers are paying distribution rates that result in
earnings that exceed the deemed allowed rate of return set by the Board, the Board is
considering the merit of adjusting E.L.K.'s existing interim rates downward effective
June 1, 2012. The adjustment would also mitigate concerns of intergenerational inequity.
While the appropriate date for such an adjustment should likely be May 1, 2012, the
effective date for new rates based on a cost of service application, the Board will afford
E.L.K. an opportunity to file submissions on its proposal. The analysis provided in
Appendix A indicates that a 14.2 % decrease, (referred to as the “over earnings
adjustment factor”) to the existing base monthly service charge and base distribution
volumetric rate for all customer classes would result in revenues that would permit E.L.K.
to earn the deemed rate of return on equity. The proposed adjusted rates are shown in
Appendix B.

Subject to its consideration of any submissions from E.L.K. as described below, the
Board intends to issue a new interim rate order for rates effective June 1, 2012 which will
reflect the adjustments shown in Appendix B. These rates would be declared interim
pending the Board’s determination of a complete cost of service application filed by
E.L.K. for 2012 rates. Since interim rates are and will be in place, the Board would have
the ability to retrospectively alter this adjustment (either higher or lower) as the evidence
ultimately warrants.

The Board will consider any submissions filed by E.L.K on (i) the appropriateness of and
the degree to which the Board intends to adjust E.L.K.’s rates, (ii) the manner in which
the over earnings have been calculated in the Revenue Requirement Work Form and
the calculation of the over earnings adjustment factor as shown in Appendix A and (iii)
the manner in which the rates are proposed to be adjusted as shown in Appendix B.”
The Board allowed E.L.K. until May 9, 2012 to file any submissions on the matters identified in PO#1.
E.L.K. filed its submissions in this regard. On May 29, 2012, the Board issued Procedural Order No.2
(“PO#2") in this matter in which it determined, in light of the submissions and information filed by
E.L.K.,, that it would not adjust E.L.K.'s rates and that E.L.K.’s existing rates declared interim effective
July 18, 2011 would remain in place pending the hearing of the Cost of Service application for 2012
rates. The Board determined that E.L.K. shall file its Cost of Service application for 2012 rates with

the Board by September 14, 2012.

By letter dated September 12, 2012, E.L.K. advised the Board that while it was working diligently to
finalize its Application, it would require a brief amount of additional time, and that it anticipated filing
the Application by the later part of the week of September 17, 2012, but in no event beyond
September 28, 2012.
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ACCOUNTING ORDERS REQUESTED:

E.L.K. is not requesting Accounting Orders in this proceeding.
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COMPLIANCE WITH UNIFORM SYSTEM OF ACCOUNTS:

E.L.K. has followed the accounting principles and main categories of accounts as stated in the
OEB’s Accounting Procedures Handbook (the “APH”) and the Uniform System of Accounts
(“USoA”) in the preparation of this Application.
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DISTRIBUTION SERVICE TERRITORY AND DISTRIBUTION SYSTEM:
Description of Distributor:

COMMUNITY SERVED:

E.L.K. Energy Inc is a local distribution company serving more than 11,300 customers in the
Towns of Essex, Lakeshore and Kingsville. Within these towns, which cover a large geographic
area in Southwestern Ontario, E.L.K. has six non-contiguous service areas, serving the
communities of Belle River, Comber, Cottam, Essex, Harrow and Kingsville.

URBAN AREAS:

TOTAL SERVICE AREA: 22.01 sq km

RURAL SERVICE AREA: 0.00 sg km
DISTRIBUTION TYPE: Electricity distribution
MUNICIPAL POPULATION: 74,185
POPULATION OF URBAN AREAS SERVED: 21,874

A map of E.L.K.’s Distribution Service Territory accompanies this Schedule as Appendix 1-B.

A schematic diagram of E.L.K.’s distribution system is attached in Appendix 1-C.
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APPENDIX 1-B
MAP OF DISTRIBUTION SERVICE TERRITORY

The outlined area represents the County of Essex. The area highlighted in Yellow represents
E.L.K.’s Distribution Service Territory.
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APPENDIX 1-C
MAP OF DISTRIBUTION SYSTEM
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Organization Name

CE.L.K.
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LIST OF NEIGHBOURING UTILITIES:

E.L.K. is bounded by Hydro One.
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1 EXPLANATION OF HOST AND EMBEDDED UTILITIES:

2 E.L.K.is embedded to Hydro One. Hydro One is also embedded to E.L.K.
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UTILITY ORGANIZATIONAL STRUCTURE:

On January 6, 2000, E.L.K. Energy Inc. was incorporated pursuant to the Energy Competition
Act, 1998, and is the successor corporation to the Hydro-Electric Commission for the Town of
Essex, the Corporation of the Town of Lakeshore Hydro-Electric Commission, and the Kingsville
Hydro Electric Commission. Initially, the three municipalities were shareholders of the
corporation. In 2008, E.L.K.’s shareholders entered into a share purchase agreement whereby
the Town of Essex agreed to purchase the common shares of the Town of Lakeshore and Town
of Kingsville. The transaction was approved by the Board in January 2009, and the Town of
Essex became the Company’s sole shareholder. E.L.K. is therefore 100% owned by The

Corporation of the Town of Essex.

A chartillustrating E.L.K.’s corporate family is provided at Exhibit 1, Tab 1, Schedule 13.
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1 PLANNED CHANGES IN STRUCTURE:

2 No changes to E.L.K.’s corporate and operational structures are planned at the present time.



~N oo o B~ 0N

E.L.K. Energy Inc
EB-2011-0099

Exhibit 1

Tab 1

Schedule 15

Page 1 of 1

Filed: September 19, 2012

STATUS OF BOARD DIRECTIVES FROM PREVIOUS BOARD DECISIONS:

There are no directives from previous Board Decisions. As noted previously, this proceeding
was initiated on the Board’s own motion as set out in the Board’s July 18, 2011 correspondence
and Notice of Proceeding and Order respecting Interim Rates, in which it advised that it had
commenced a proceeding on its own motion to make an order fixing just and reasonable rates for
E.L.K., and that it was declaring E.L.K.’s rates as interim, effective July 18, 2011, pending the hearing
of the application to be filed by E.L.K.
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PRELIMINARY LIST OF WITNESSES:

While E.L.K. requests that this Application be disposed of by way of a written hearing, should a
technical conference or an oral hearing be necessary E.L.K. will provide a list of potential

witnesses as required.



(o]

© o

10
11

12

13
14
15
16
17

18
19

20
21

22
23

E.L.K. Energy Inc
EB-2011-0099

Exhibit 1

Tab 2

Schedule 1

Page 1 of 5

Filed: September 19, 2012

SUMMARY OF THE APPLICATION:
Preamble

This Application is consistent with its Corporate Mission and Corporate Goals as outlined below.
Current rates will result in actual Return on Equity in 2012 below levels currently approved by

the Board. The increased rates are required to:
1) Maintain current capital investment levels in infrastructure to ensure a safe, reliable
distribution system.

2) Continue with operating expenses necessary to maintain and operate the distribution

system, meet customer service expectations and ensure regulatory compliance.

3) Maintain current staffing requirements, including training and preparing for succession

planning.

4) To provide a reasonable rate of return to the Shareholder.

E.L.K.’s Mission Statement is:
To provide the highest quality service to our customers by ensuring that the electrical
system is designed, constructed and maintained to ensure its reliability, safety and
affordability while increasing shareholder value.

E.L.K.’s priorities are defined in its Corporate Goals:

Provide a safe and reliable electricity distribution system with capacity to meet the
expectations of our customers and support local economic growth.

Promote and practice excellence in safety.
Establish the lowest retail rates possible without compromising the financial integrity of

the Corporation in compliance to our Shareholder’s direction and Corporate Strategic
Plan.
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Purpose and Need

E.L.K.'s requested revenue requirement for 2012 in the amount of $4,539,680 includes the
recovery of its costs to provide distribution services, its permitted Return on Equity [‘ROE”] and

the funds necessary to service its debt.

When forecasted energy and demand levels for 2012 are considered, E.L.K. estimates that its
present rates will produce a deficiency in gross distribution revenue of $703,483 for the 2012

Test Year.

Therefore, E.L.K. seeks the OEB’s approval to revise its electricity distribution rates. The rates
proposed to recover its projected revenue requirement and other relief sought are set out in
Exhibit 1, Appendix 1-A and Exhibit 8, Tab 1, Schedule 6 to this Application.

The information presented in this Application represents E.L.K.’s forecasted results for its 2012
Test Year. E.L.K. is also presenting the audited financial information for fiscal years 20086,
2007, 2008, 2009, 2010 and 2011. All information has been presented on a CGAAP basis,
consistent with the Board’s determination that cost of service applications for 2012 distribution
rates will not be required to be made in modified IFRS where the applicant has not yet
converted its accounting practices to IFRS. E.L.K. confirms that it has not yet converted to
IFRS and continues to use the historical depreciation rates that have been used for a number of

years based on advice from its auditor.

Timing

The financial information supporting the Test Year for this Application will be E.L.K.’s fiscal year
ending December 31, 2012 (the “2012 Test Year”). However, E.L.K. is requesting rates
effective October 1, 2012, continuing through September 30, 2013.

Customer Impact

Customer impacts including the percentage average Total Bill Impact and Average Dollar
Impact, which include revised distribution rates [monthly service charge and volumetric rates],
revised low voltage rates, revised retail transmission rates, revised loss factors, LRAM and SSM

rate riders, and regulatory asset rate riders to dispose of the balances in the Deferral and
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Variance Accounts requested in this Application are set out in Table 1.1 below, for typical
Residential (800 kWh per month) and Commercial (2000 kWh per month) customers. A
complete listing of bill impacts for all customer classes at various levels of consumption is
provided in Exhibit 8, Tab 1, Schedule 8.

Table 1.1: Bill Impact: Residential and Commercial

RESIDENTIAL
2011 BILL 2012 BILL IMPACT
Volume RAsTE CHA:GE Volume RA$TE CHA§GE $ % % of Total Bill

Consumption Monthly Senvice Charge 11.13 13.61 2.48 22.28% 11.96%
800 kWh Distribution (kWh) 800 0.0079 6.32 800 0.0097 7.76 1.44 22.78% 6.82%
Low Voltage Rider (kWh) 800 0.0016 1.28 800 0.0014 112 (0.16) (12.50%) 0.98%
Smart Meter Adder/Rider (per month) 1.45 (0.94) (2.39) (165.10%) (0.83%)
LRAM & SSM Rider (kwWh) 800 0.0000 0.00 800 0.0007 0.56 0.56 #DIV/O! 0.49%
Stranded Meter Rider ($/Month) 0.00 2.22 222 #DIV/O! 1.95%
Late Payment (per month) 0.13 0 0.0000 0.00 (0.13) (100.00%) 0.00%
Deferrral & Variance Acct (kWh) 800 0.0086 6.88 800 (0.0148) (11.87) (18.75) (272.53%) (10.43%)
Distribution Sub-Total 27.19 12.46 (14.73) (54.19%) 10.95%

Retail Transmisssion (kWh) 863 0.0102 8.81 864 0.0104 8.97 0.16 1.87% 7.88%
Delivery Sub-Total 36.00 21.43 -14.57 (40.47%) 18.83%

Other Charges (kwh) 863 0.0130 11.21 864 0.0128 11.04 0.17) (1.50%) 9.70%
Cost of Power Commodity (kWh) 600 0.0750 45.00 600 0.0750 45.00 0.00 0.00% 39.55%
Cost of Power Commodity (kWh) 263 0.0880 23.17 264 0.0880 23.23 0.06 0.27% 20.42%
SPC (kWh) 863 0.0000 0.00 863 0.0000 0.00 0.00 #DIVIO! 0.00%
Total Bill Before Taxes 115.38 100.70 -14.67 (12.72%) 88.50%

GST 13.00% 15.00 13.00% 13.09 (1.91) (12.72%) 11.50%
Total Bill 130.37 113.79 -16.58 (12.72%) 100.00%

GENERAL SERVICE < 50 kW

2011 BILL 2012 BILL IMPACT
Volume RA$TE CHA$RGE Volume R/;TE CHA§GE $ % % of Total Bill

| Consumption | Monthly Senice Charge 11.06 23.08 12.02 108.68% 8.74%
| 2,000 kWh | Distribution (kwh) 2,000 0.0017 3.40 2,000 0.0035 7.00 3.60 105.88% 2.65%
Low Voltage Rider (kWh) 2,000 0.0014 2.80 2,000 0.0013 2.60 (0.20) (7.14%) 0.99%

Smart Meter Adder/Rider (per month) 1.45 0.95 (0.50) (34.53%) 0.36%

LRAM & SSM Rider (kwh) 2,000 0.00 2,000 0.0002 0.40 0.40 #DIVIO! 0.15%

Stranded Meter Rider ($/Month) 0.00 222 222 #DIV/O! 0.84%

Late Payment (per month) 0.12 0 0.0000 0.00 (0.12) (100.00%) 0.00%
Deferrral & Variance Acct (kWh) 2,000 0.0067 13.40 2,000 (0.0164) (32.79) (46.19) (344.67%) (12.42%)

Distribution Sub-Total 32.23 3.46 (28.77) (89.25%) 1.31%

Retail Transmisssion (kWh) 2,158 0.0092 19.86 2,160 0.0094 20.23 0.37 1.87% 7.66%

Delivery Sub-Total 52.09 23.69 -28.39 (54.52%) 8.98%

Other Charges (kWh) 2,158 0.0130 28.03 2,160 0.0128 27.61 (0.42) (1.50%) 10.46%

Cost of Power Commodity (kWh) 600 0.0750 45.00 600 0.0750 45.00 0.00 0.00% 17.05%

Cost of Power Commodity (kWh) 1,558 0.0880 137.12 1,560 0.0880 137.28 0.16 0.12% 52.01%

SPC (kwh) 2,158 0.0000 0.00 2,158 0.0000 0.00 0.00 #DIV/O! 0.00%

Total Bill Before Taxes 262.24 233.58 (28.66) (10.93%) 88.50%

GST 13.00% 34.09 13.00% 30.37 (3.73) (10.93%) 11.50%
Total Bill 296.33 263.94 ($32.38) (10.93%) 100.00%
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Smart Meters:

E.L.K. is requesting disposition of its December 31, 2011 smart meter account balances as

outlined in Exhibit 9 of this Application.
Capital Structure

E.L.K. is requesting the continuation of its current deemed capital structure of 40% Equity, 4%
Short Term Debt, 56% Long Term Debit.

Return on Equity

E.L.K. has assumed a return on equity of 9.12% consistent with the Cost of Capital Parameter
Updates for 2011 Cost of Service Applications issued by the OEB on March 8, 2011. E.L.K.
understands the Board will be finalizing the cost of capital parameters for 2012 rates based on
January 2012 market interest rate information, and that adjustments to the Application may be

required as a result.
Capital Expenditures

E.L.K. continues to expand and reinforce its distribution system in order to meet the demand of
new and existing customers in its service territory. Expenditures are also being made to meet
regulations set out by both the OEB and IESO including load transfers and primary metering

points.
Operating and Maintenance Costs

For comparison purposes E.L.K. has provided Table 1.2 which compares the cost per customer
of E.L.K. to the LDCs in its cohort as those cohorts were established in the 2008 PEG report.
The expenses and customer numbers are as reported in the 2010 OEB Yearbook. The data

presented shows that E.L.K. compares very favorably to the other members of the cohort.
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Mid-Size Southern

Medium-High Undergrounding ELK. LDCA LDCB Lbcc LDC D LDCE LDCF LDCG LDCH LDCI LDCJ LDCK LDCL LDCM LDCN
Residential Customers 9899 11238 28512 31037 17373 19543 23336 19301 13727 14538 25915 13701 6537 31750 12847
General Service <50 kW Customers 1187 777 3118 3588 1985 1692 3264 2429 1687 1687 2046 1170 1224 3511 1378
General Service >50 kW Customers 119 31 403 387 221 176 344 277 119 194 222 203| 121 427 148
Total Customers 11205 12046 32033 35012 19579 21411 26944 22007 15533 16419 28183 15074 7882 35688 14373
Expenses

Operating $ 236550 | $ 23,217 | $ 960,958 | $1,688,112 | $ 574,450 | $1,297,663 | $2,404,496 | $ 213,163 | $ 303,575 | $ 677,862 | $ 740,910 | $ 763,741 | $ 350,388 | $ 3,135,697 | $ 209,691
Maintenance $ 310,300 | $ 487,145 | $1,036,846 | $1,211,448 | $ 872,068 | $ 932,588 | $ 940,362 | $1,236,423 | $1,580,092 | $ 408,347 | $1,444,596 | $ 602,881 | $ 394,912 | $ 175850 | $ 675,782
Administrative $1,536,447 | $1,667,677 | $4,471,544 | $3,466,199 | $2,543,298 | $2,503,075 | $2,657,828 | $2,844,734 | $2,110,582 | $2,250,550 | $3,294,849 | $2,170,969 | $1,024,249 | $ 6,943,273 | $3,551,535
Other $ 31,759 | $ 25,004 | $ 200,000 | $ 954,940 | $ 50,045 | $ 65416 | $ 155272 | $ 115227 | $ 288,051 | $ 114,870 | $ 68,136 | $ 132,225|$ 31673 |$ 235388 |$ 32,041
Total OM & A Expenses $2,115,056 | $2,203,043 | $6,669,348 | $7,320,699 | $4,039,861 | $4,798,742 | $6,157,958 | $4,409,547 | $4,282,300 | $3,451,629 | $5,548,491 | $3,669,816 | $1,801,222 | $10,490,208 | $4,469,049
OM & A Per Customer $ 18876 |$ 18289 ($ 20820 |$ 209.09 |$ 20634 |$ 22413 ($ 22855|$ 20037 [$ 27569 [$ 21022 |$ 19687 |$ 24345|$ 22852 |$ 29394 | $ 310.93

E.L.K. also provides for reference purposes some statistics reported from the PSE report on

Third Generation Incentive Regulation Stretch Factor for 2012. With respect to the econometric

benchmarking, which indicates a company’s actual costs compared to the predicted costs for a

company with similar characteristics, E.L.K.’s rank is 22 out of 77. Another measure, the unit

Cost indexing reports the ratio of the average actual OM & A unit cost index of each company in

the last three years to the peer group’s average OM & A unit cost index over the same years. A

lower ratio of actual unit cost to peer group unit cost implies better performance. Table 4.9

below displays the unit costing index results which shows E.L.K. in comparison to other

comparable utilities. The results show that E.L.K. compares favorably to the other utilities in its

cohort.
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BUDGET OVERVIEW:

E.L.K. compiles budget information for the three major components of the budgeting process:
revenue forecasts, operating and maintenance expense forecast and capital budget forecast.

This budget information is compiled for the 2012 Test Year.
Revenue Forecast

E.L.K.'s energy sales and revenue forecast model were updated to reflect more recent
information. This model was then used to prepare the revenues sales and throughput volume
and revenue forecast at existing rates for 2012. The forecast is weather normalized as outlined
in Exhibit 3, Tab 2, Schedule 1 and considers such factors as average weather conditions and

economic conditions in the area serviced by E.L.K..
Operating Maintenance and Administration (*"OM&A”) Expense Forecast

The OM&A expenses for the 2012 Test Year have been based on an in-depth review of
operating priorities and requirements and is strongly influenced by prior year experience, year-
to-date results and expected changes for the forecast periods. Each item is reviewed account

by account with indirect costs allocated to direct costs for budget presentation.
Capital Budget

The capital budget forecast 2012 is influenced by, among other factors, the highest priority
capital requirements and E.L.K.’s capacity to finance capital projects. Indirect costs are
allocated to direct costs in the capital budget. All proposed capital projects are assessed within

the framework of their capital budget priority.
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CHANGES IN METHODOLOGY:

E.L.K. is not requesting any changes in methodology in the current proceeding. As noted
previously, E.L.K. has not converted to IFRS, and this Application is presented on a CGAAP
basis in its entirety and continues to use the historical depreciation rates that have been place

for a number of years.



-

o O WD

E.L.K. Energy Inc
EB-2011-0099

Exhibit 1

Tab 2

Schedule 4

Page 1 of 3

Filed: September 19, 2012

REVENUE DEFICIENCY:

E.L.K. has provided detailed calculations supporting its 2012 revenue deficiency. E.L.K.'s net
revenue deficiency is $547,231 and when grossed up for PILs E.L.K.’s revenue deficiency is
$703,483. Table 1.3 on the following page provides the revenue deficiency calculations for the
2012 Test Year at Existing 2011 Board-approved rates and the 2012 Test Year Revenue

Requirement.



Table 1.3: Calculation of Revenue Deficiency

E.L K.Energy Inc.
Revenue Deficiency Determination

2012 Test 2012 Test -
Description Existing Rates | Required Revenue
Revenue

Revenue Deficiency 703,483

Distribution Revenue 3,156,142 3,156,142

Other Operating Revenue (Net) 680,055 680,055
Total Revenue 3,836,197 4,539,680
Costs and Ex penses

Administrative & General, Billing & Collecting 1,860,472 1,860,472

Operation & Maintenance 746,000 746,000

Depreciation & Amortization 975,107 975,107

Property Taxes 23,000 23,000

Other - LEAP program 38 38

Deemed Interest 212,518 212,518
Total Costsand Ex penses 3,817,135 3,817,135
Utility Income Before Income Taxes 19,062 722,545
Income Taxes:

Corporate Income Taxes 82,346 238,598
Total Income Taxes 82,346 238,598
Utility Net Income -63,284 483,947
Capital Tax Expense Calculation:

Total Rate Base 13,266,094 13,266,094

Exemption 0 0

Deemed Taxable Capital 13,266,094 13,266,094

Ontario Capital Tax 0 0
Income Tax Ex pense Calculation:

Accounting Income 19,062 722,545

Tax Adjustments to Accounting Income 351,682 351,682
Taxable Income 370,744 1,074,227
Income Tax Ex pense 82,346 238,598
Tax Rate Refecting Tax Credits 22.21% 22.21%
Actual Return on Rate Base:

Rate Base 13,266,094 13,266,094

Interest Expense 212,518 212,518

Net Income -63,284 483,947
Total Actual Return on Rate Base 149,234 696,465
Actual Return on Rate Base 1.12% 5.25%
Required Return on Rate Base:

Rate Base 13,266,094 13,266,094
Return Rates:

Return on Debt (Weighted) 2.67% 2.67%

Return on Equity 9.12% 9.12%

Deemed Interest Expense 212,518 212,518

Return On Equity 483,947 483,947
Total Return 696,465 696,465
Expected Return on Rate Base 5.25% 5.25%
Revenue Deficiency After Tax 547,231 0
Revenu e Deficiency Before Tax 703,483 0

E.L.K. Energy Inc
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Causes of Revenue Deficiency

E.L.K.’s net revenue deficiency is calculated as $547,231 and when grossed up for PILs, the
revenue deficiency is $703,483. E.L.K.’s calculation of its 2012 revenue deficiency is provided
in Exhibit 1, Tab 2, Schedule 4 and Exhibit 6, Tab 1, Schedule 1.

E.L.K. Energy notes that there are four main contributors to the revenue deficiency of $703,483
for the 2012 Test Year:

e The first results from increases in the 2012 revenue requirement from the inclusion of

costs associated with smart meters in the 2012 rate base and OM&A expenses.

e The second relates to costs in 2012 related to the replacement of the former Director of
Finance and one new staff position, a financial analyst, created to assist with increased
work load due to Green Energy initiatives and the MDM/R process. The role of the new

position is discussed in greater detail at Exhibit 4, Tab 2, Schedule 6.

e The third reflects cost increases from 2010 in order to maintain the overhead and

underground system.

e The fourth contributor is costs incurred by E.L.K. Energy for assistance in the

preparation and support of this application.

The following table outlines the costs associated with the four contributors. In total, they exceed

the revenue deficiency.

e Impact of smart meters on 2012 revenue requirement $268,416
(2012 revenue requirement from smart meter model)

e 2012 Increase in payroll and benefits $213,039
(Exhibit 4, Table 4.15 Cost Driver Table)

¢ Change in overhead and underground maintenance expenses from $177,296
2011 to 2012 (Exhibit 4.15 Cost Driver Table)

e Y of the costs to prepare and support this application $73,175

(Exhibit 4, Table 4.17 Regulatory Costs)
Total $731,926
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KPMG LLP Telephone  (519) 261-3500
Chartered Accountants Fax (819) 251-3830/40
518 Greenweood Cenire internet WWW.kpmMg.ca

3200 Deziel Drive
Windsor ON NBW 5K8

INDEPENDENT AUDITORS' REPORT

To the Directors

We have audited the accompanying non-consolidated financial statements of E.L.K. Energy Inc. ("the
Company"), which comprise the non-consolidated balance sheet as at December 31, 2010 and the
non-consolidated statement of earnings, retained earnings and the statement cash flows for the year
then ended, and notes, comprising a summary of significant accounting policies and other explanatory
information. The non-consolidated financial statements have been prepared by management using
the basis of accounting in Note 1 to the non-consolidated financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these non-consolidated
financial statements in accordance with the basis of accounting in Note 1 to the non-consolidated
financial staterments: this includes determining that the basis of accounting is an acceptable basis for
the preparation of the non-consolidated financial statements in the circumstances, and for such
internal control as management determines is necessary to enable the preparation of the non-
consolidated financial statements that are free from material misstatement, whether due to fraud or

error.

Auditors’ Responsibility

Qur responsibility is to express an opinion on these non-consolidated financial statements based on
our audit. We conducted our audit in accordance with Canadian generally accepted auditing
standards. Those standards require that we comply with ethical requirements and plan and perform
an audit to obtain reasonable assurance about whether the non-consolidated financial statements are

free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the non-consolidated financial statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatement of the non-consolidated financial
statements, whether due to fraud or error. In making those risk assessments, we consider internal
control relevant to the entity's preparation and fair presentation of the non-consolidated financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity's internal control. An audit also
includes evaluating the appropriateness of accounting pelicies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the

financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

KPMG LLP 5 5 Caradin irmied kability carnerseg and & member frm of tha KEAWG
retwark of iIndenendent memeer firms affilizted with KPWG Inemstanal Conperative
I"KPMEG Internationa”), & Swiss antity.

KPMG Carada provides séovices 10 KPMG LLE
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LB L-JJ):;

Opinion

In our opinion, the non-consolidated financial statements present fairly, in all material respects, the
“on-consolidated financial position of E.L.K. Energy Inc. as at December 31, 2010, and its non-
consolidated results of its operations and its non-consolidated cash flows for the year then ended in
accordance with the basis of accounting in Note 1 to the non-consolidated financial statements.

Basis of Accounting and Restriction of Use

Without modifying our opinion, we draw attention to Note 1 to the non-consolidated financial
statements, which describes the basis of accounting. The non-consolidated financial statements are
prepared to assist E.L.K. Energy Inc. to prepare its corporate income tax returns. As a result, the non-
consolidated financial statements may not be suitable for another purpose. Our report is intended
solely for E.L.LK. Energy Inc. and for the federal and provincial income tax authorities and should not
be used by parties other than E.L.K Energy Inc. or the federal and provincial tax authorities.

Other Matters

E.LK. Energy Inc. has prepared a separate set of consolidated financial statements for the year
ended December 31, 2010 in accordance with Canadian generally accepted accounting principles on
which we issued a separate auditors’ report to the shareholders of E.L.K. Energy Inc. dated April 28,
2011

KWné «*
7

Chartered Accountants, Licensed Public Accountants

April 28, 2011

Windsor, Canada
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2010 2009
Assets
Current assets;
Cash:
Unrestricted 3,301,234 3 2,014 573
Restricted (note 2) 1,596,417 3,024,082
Accounts receivable (note 12) 1,699,416 1,650,566
Prepaid expenses 107,502 88,793
Unbilled revenue 3,152,464 3,266,567
Inventories 313,849 342,091
Payment in lieu of income taxes receivable 252 829 147,009
10,423,711 10,533,681
Property, plant and equipment, at cost (note 3) 22,148,676 22,432,097
Less accumulated amortization 14,031,887 13,904 674
8,116,689 8,527,423
Regulatory assets (note 4) 2,758,991 293,424
Future payments in lieu of income taxes (note 13) 1,412,000 1,483,000
Investments (note 5) 46,956 47,162
22.758.347 5 20,884 690
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2010 2009
Liabilities and Shareholder's Equity
Current liabilities:;
Accounts payable and accrued liabilities (note 12) $ 4728580 $ 3,100,852
Current portion of customer deposits 193,018 683,242
Current portion of abligation under capital lease 6,541 -
Shareholder promissory notes (note 6) 1,900,000 1,900,000
6,828,140 5,684,094
Long-term liabilities:
Customer deposits 646,148 306,426
Obligation under capital lease 11,447 -
Long-term debt (note 7) 7,200,000 8,000,000
Employee future benefits (note 8) 686,906 686,513
8,544,501 8,992,839
Shareholder's equity:
Share capital (note 9) 2,000,100 2,000,100
Retained earnings (deficit) 983,231 {(194,818)
Contributed surplus 4 402 375 4,402,375
7,385,706 6,207 657

Contingencies (note 17)

§ 22758347 3 20,884 690

See accompanying notes to non-consolidated financial statements.

On behalf of the Board:

Director

Director
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' 2010 2009
Service revenue $ 19,969,248 3 19,012,054
Service revenue adjustment (114,103) {210,145)
19,855,145 18,801,909
Cost of electricity 15,739,947 14,418,495
Gross margin on service revenue 4 115,198 4,383,414
Other operating revenue:
Interest and other 739,507 587,143
Late payment charges 99 989 146,753
Unrealized gain (loss) on investments (206) 2.672
839,290 736,568
4 954 488 5,118,882
Expenditures:
Administration 808,563 822 342
Billing and collecting 726,496 860,852
Amortization 824,357 852,414
Interest 289,953 232,970
QOperations and maintenance 546,850 805,899
3,196,219 3,574 477
Earnings before payments in lieu of income taxes 1,758,269 1,545,505
Payments in lieu of income taxes 580,220 562,106
Net earnings for the year 3 1,178.049 3 983, 399

See accompanying notes to non-consolidated financial statements.
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E.L.K. ENERGY INC.

Non-consolidated Statement of Retained Earnings (Deficit)

Year ended December 31, 2010, with comparative figures for 2009

_ 2010 2009
Balance, beginning of year $ (194,818) & 9,421,683
Net earnings for the year 1,178,049 983,398
Dividends paid - {10,599,900)
Balance,_end of year 3 983,231 3 {194.818)

See accompanying notes to non-consolidated financial statements.
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2010 2000
Cash provided by (used in):
Operations:
Net earnings for the year % 1,178,048 8 983,399
ltems not involving cash:
Amortization of property, plant and equipment 824 357 852,414
Future payments in lieu of income taxes 71,000 {491,000)
Increase in employee future benefits 393 333
Gain on sale of property, plant and equipment (68,654) -
Unrealized loss (gain) on investments 206 (2,672)
Changes in non-cash operating working capital 1,106,471 445 704
3,121,822 1,788,178
Financing:
Increase (decrease) in long-term customer deposits 339,722 (15,968)
Increase in capital lease obligation 17,988 -
Decrease in shareholders' promissory notes - (2,000,000)
Increase (decrease) in long-term debt (800,000) 8,000,000
Share capital issued - 2,000,000
Dividends paid - (10,599,900)
(442,290) (2,615,868)
Investing:
Property, plant and equipment additions (810,311} (569,360)
Proceeds on sale of property and equipment 183,566 -
Decrease (increase) in regulatory assets (2,193,791) 747,428
(2,820,536) 178,068
Decrease in cash (141,004) (649,622)
Change in accounting policy for the recognition of
future tax assets and liabilities - (992,000)
Cash, beginning of year 5,038,655 6,680,277
Cash, _end of year § 4897651 $ 5038655
Cash consists of:
Unrestricted 3 3301234 § 2,014 573
Restricted 1,596,417 3,024,082
> 4897651 § 5.038,655

See accompanying notes to non-consolidated financial statements.
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E.L.K. ENERGY INC.

Notes to Non-Consolidated Financial Statements

Year ended December 31, 2010

E.L.K. Energy Inc. supplies and distributes electric power and maintains electrical distribution systems
in the following communities: Essex, Harrow, Belle River, Comber, Kingsville, and Cottam.

E.L.K. Energy Inc. also performs the billing function for the Municipality of the Town of Essex Water
Department.

1. Basis of presentation:

The non-consolidated financial statements have been prepared in accordance with the
significant accounting policies set out below. These non-consolidated financial statements
materially differ from Canadian generally accepted accounting principles because they are non-
consolidated. The Company's investment in its wholly-owned subsidiary, E.L.K. Solutions Inc.,
is accounted for using the cost method. Earnings from this investment are recognized only to
the extent dividends are received or receivable. Consolidated financial statements are available

for distribution.
2. Significant accounting policies:

(a) Restricted cash:

Restricted cash of $nil (2009 - $732,850) consists of an irrevocable standby letter of credit
issued in favour of the Independent Electricity System Operator ('IESO") as collateral in
support of the Company’s purchase of electricity. Restricted cash of $1,596,417 (2009 -
$2,291,232) relates to contractor security deposits.

(b) Inventories:

Inventories are valued at the lower of cost, determined on a first-in, first-out basis, and net
realizable value.

(c) Property, plant and equipment:

Property, plant and equipment are stated at cost. Buildings, plant and equipment and the
transmission and distribution system are amortized on the straight-ine basis at rates
suggested by the Ontario Energy Board. These rates of amortization range from 2% to

25%.
{d) Revenue recognition:

Revenue from the sale of electrical energy is recognized when power is delivered to
customers. Billings from the last meter reading date prior to December 31 are adjusted
based on a number of factors to reflect estimated usage to the year end date. These
estimates are reflected on the balance sheet as unbilled revenue. Unbilled revenue is the
amount of electricity that has been shipped to customers but not billed by the end of the

year.
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E.L.K. ENERGY INC.

Notes to Non-Consolidated Financial Statements (continued)

Year ended December 31, 2010

2. Significant accounting policies (continued):

(e) Investments:

The Company has designated its investment in the common shares of Sun Life Financial
and its investment in the preferred shares of Utilismart Corporation as held for trading
investments and these instruments are recorded at market value as determined by quoted
market prices. Realized and unrealized gains and losses as a result of disposition of
shares and changes in fair value are recorded in the statement of earnings as an
unrealized gain on investments.

The investment in ELK Solutions Inc. and Gosfield North Communications are measured at
cost.

{f} Employee future benefits:

The Company provides post retirement benefits for employees who retire from active
employment. The Company measures the costs of its obligation based on its best

estimate.

The Company accrues its obligations under employee benefit plans as the employees
render the services necessary to earn employee future benefits.

The cost of retirement benefits earned by employees is actuarially determined using the
projected cost method pro rated on service and the actuary's best estimate of expected
plan investment performance, salary escalation, retirement ages of employees and
expected health care costs. The excess of the net actuarial gain or loss over 10% of the
benefit obligation is amortized over the average remaining service period of active
employees of the plan, which is 12.3 years at December 31, 2010.

Past service costs from plan amendments are amortized on a straight-line basis over the
average remaining service period of employees active at the date of amendment.

(g) Payments in lieu of taxes (“PILs™):

The Company is currently exempt from taxes under the Income Tax Act (Canada) (“ITA")
and the Ontario Corporations Tax Act (“OCTA”").

Pursuant to the Electricity Act, the Company is required to compute taxes under the ITA an
OCTA and remit such amounts thereunder computed to the Ministry of Finance (Ontario).
These amounts, referred to as PiLs under the Electricity Act, are applied to reduce certain
debt obligations of the former Ontario Hydro continuing as Ontaric Electricity Financial

Corporation.
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Notes to Non-Consolidated Financial Statements (continued)

Year ended December 31, 2010

2 Significant accounting policies {continued):
(g) Payments in lieu of taxes (“PILs") (continued):

The Company provides for amounts in lieu of corporate income taxes using the asset and
liability method. Under the asset and liability method, future tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases.

Future tax assets and liabilities are measured using enacted or substantively enacted tax
rates expected to apply to taxable income in the years in which those temporary differences
are expected to be recovered or settled. The effect on future tax assets and liabilities of a
change in tax rates is recognized in income in the pericd that includes the date of
enactment or substantive enactment. When unrecorded future income taxes become
payable, it is expected that they will be included in the rates approved by the Ontario Energy
Board ("OEB") and recovered from the customers of the Company at the time.

(h) Pension plan:

—_—

The Company provides a pension plan for its employees through the Ontario Municipal
Employees Retirement System (“OMERS"). OMERS is a multi-employer pension plan
which operates as the Ontario Municipal Employees Retirement Fund (‘the Fund"), and
provides pensions for employees of Ontario municipalities, local boards, public utilities and
school boards. The Fund is a contributory defined benefit pension plan,

(i) Customer deposits:

Customer deposits comprise cash collections from electricity customers which are applied
against any unpaid portion of individual customer accounts. Customer deposits in excess
of unpaid account balances are refundable to individuals upon termination of their electricity

service.
(i) Use of estimates:

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenues and expenses, as well as the disclosure of
contingent assets and liabilities at the date of the financial statements. Significant items
subject to such estimates and assumptions include valuation allowances for accounts
receivable, regulatory assets, future payments in lieu of income taxes and employee future
benefits, and the carrying value of property, plant and equipment. Actual results could differ
from those estimates.
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E.L.K. ENERGY INC.

Notes to Non-Consolidated Financial Statements (continued)

Year ended December 31, 2010

2.  Significant accounting policies (continued):
(k) Rate regulation:

Smart Meter Initiative:

The Province of Ontario has committed to have “Smart Meter” electricity meters installed in
all homes and small businesses throughout Ontario by the end of 2010. Smart Meters
permit consumption to be recorded within specific time intervals and specific tariffs to be
levied within such intervals.

On October 21, 2010, the Company submitted an application to the OEB for the
consideration and approval of a Utility-Specific Smart Meter Funding Adder in accordance
with the Smart Meter Funding and Cost Recovery Guideline of the OEB. The application
was approved March 28, 2011. The Application provided for a new rate adder of $1.45 per
metered customer per month, representing an increase of $0.45 per customer per month.
Such new rate adder contributes approximately $193,523 annually towards the Company's
investment in Smart Meters and operating costs.

Green Energy and Green Economy Act:

In early 2009, the government tabled the Green Energy and Green Economy Act
("GEGEA”).  This new legislation makes fundamental changes to the roles and
responsibilities of LDCs in the areas of renewable power generation, conservation and
demand management delivery, and the development of smart distribution grids.

The Green Energy and Green Economy Act provides LDCs with the freedom to own and
operate a portfolio of renewable power generation and will permit them to provide district
heating services in their communities through co-generation. LDCs will also bear added
responsibilities to assist and enable consumers to reduce their peak demand and conserve
energy in an effort to meet provincial conservation targets. LDCs will also gain new
responsibilities in transforming their local distribution networks into smart grnids harnessing
advanced technologies to facilitate the connection of small-scale generators and the two-
way flow of information,

New LDC License requirements — Conservation and Demand Management Targets ("COM
Targets"):
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Year ended December 31, 2010

U]

(m)

Significant accounting policies (continued):

On November 12, 2010, the OEB amended LDC requirements for achieving certain CDM
targets over a four year period commencing January 1, 2011. The Company’s CDM targets
include a demand reduction target of 2.960 MW and a consumption reduction target of
8.260 GWh. LDCs must also comply with a new CDM Code of the OQEB, which provides
LDC requirements for the development and delivery of CDM strategy to the OEB for the
achievement of LDC-specific CDM targets, annual accounting and reporting to the OEB,
and eligibility criteria for performance and incentive payments. The Company has filed its
CDM strategy with the OEB on October 28, 2010.

Long-lived assets:

The Company periodically reviews the useful lives and the carrying values of its long-lived
assets for continued appropriateness. The Company reviews for impairment long-lived
assets (or asset groups) to be held and used whenever events or changes in circumstances
indicate that the carrying amount of the assets may not be recoverable. If the sum of the
undiscounted expected future cash flows expected to result from the use and eventual
disposition of an asset is less than its carrying amount, it is considered to be impaired. An
impairment loss is measured at the amount by which the carrying amount of the asset
exceeds its fair value. When quoted market prices are not available, the Company uses the
expected future cash flows discounted at a rate commensurate with the risks associated
with the recovery of the asset as an estimate of fair value.

Financial Instruments:

All financial instruments are carried on the balance sheet at fair value except for loans and
receivables, held-to-maturity investments and other liabilities, which are measured at
amortized cost.

The Company has classified its financial instruments as follows:

Cash and cash equivalents Held-for-trading
Accounts receivable Loans and receivables
Accounts payable and accruals Other liabilities
Shareholder promissory notes Other liabilities

Long-term debt Other liabilities
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3. Property, plant and equipment:

2010 2009

Accumulated Net book Net book

Cost amortization value value

Land 3 173,887 $ - 3 173,887 3 173,877
Buildings, plant and

equipment 3,739,733 2779561 960,172 1,220,998

Transmission and
distribution system 18,235,056 11,252 426 6,982,640 7,132 548
$ 22 148 676 $ 14,031,987 $ 8,116,689 $ B8 527423

4. Regulatory assets (liabilities):

Regulatory assets and liabilities arise as a result of the rate regulating process. The Company
has recorded the following regulatory assets and liabilities:

2010 2008

Regulatory assets (liabilities):

Future payments in lieu of income taxes

Other regulatory assets
Miscellaneous deferred debits

Amount approved for recovery of regulatory assets

Retail settiement variances
Smart meter capital and recovery

(977,111)  § (955,111)

2,327,611 113,018
3,240 3,240
(269,413) 614,401
292,158 634,691
1,382,506 (116,815)

2,758,991 $§ 293424

(a) Future payments in lieu of income taxes:

Future payments in lieu of income taxes represent the OEB approved PlLs methodology for
determining the deferral account allowance.
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Year ended December 31, 2010

4.

Regulatory assets (continued):

(b} Retail settlement variances:

(c)

(d)

E.LK. has deferred certain retail settlement variances amounts under the provisions of
Article 490 of the OEB'’s Accounting Procedures Handbook.

These variances represent amounts that have accumulated since Market Opening and
comprise:

(i) variances between amounts charged by the Independent Electricity System Operator
("IESQ") for the operation of the wholesale electricity market and grid, various
wholesale market settlement charges, amounts charged fo allow for the purchase of
imported electricity and transmission charges, and the amounts billed to customers by
the Company based on the OEB approved market service rate; and

(i) amounts allocated to the Company and approved by the OEB for the recovery of
regulatory assets incurred by Hydro One including low voltage tariffs. The Hydro One
recovery of these charges commenced on April 1, 2005 and these costs will be passed
through to customers during the rate making process.

Other regulatory assets:

On December 20, 2004, the OEB issued a letter on the accounting treatment of OEB
assessments. The OEB clearly identifies that it is their intent to allow electricity LDC's to
record their OEB cost assessments for the Board's fiscal year 2005 and subsequent years
in order that these costs may be given consideration for rate recovery in the future.

On February 15, 2005, the OEB issued a letter instructing the deferral of cash pension
contributions made to the Ontario Municipal Employees Retirement System (“OMERS") for
2005 and subsequent years. As of May 1, 20086, the deferral of OMERS contributions has
been discontinued and OMERS has been included in the rates.

Miscellaneous deferred debits:

On December 13, 2005, the OEB issued a letter on the accounting treatment of costs
related to Ontario Price Credit (“OPC"). Costs related to the payment of OPC are being
deferred. No additional amounts will be approved by the OEB until the next cost of services

application.
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Year ended December 31, 2010

4.

Regulatory assets (continued):

(e} Amounts approved for recovery of regulatory assets:

(f)

(9

—

The Ontario Energy Board Act, 1998 (Ontario) ("OEBA"), approved, as part of the 2006 rates
application process, a reallocation for each regulatory asset or liability to a separate account,
amounts approved for recovery of regulatory assets . The associated recoveries collected
through rates over May 1, 2006 to April 30, 2008 are to be recorded as a reduction of
amounts approved for recovery of regulatory assets. Any residual balance at the end of the
collection period will be reviewed in future proceedings of the CEB.

Smart Meter deferral account:

Represents the deferral of operating expenditures, capital expenditures and revenues
related to Smart Meters in accordance with the direction set out by the OEB. In 2010,
11,099 meters were replaced by smart meters. The book value of $271,776 (2009 - $nil)
for the replaced meters was transferred to regulatory assets.

Electricity industry in Ontario:

The Ontario Energy Board Act, 1998 (Ontario) ("OEBA”"), conferred on the OEB increased
powers and responsibilities to regulate the electricity industry. These powers and
responsibilities include the power to approve or fix rates for the transmission and distribution
of electricity, the power to provide continued rate protection for rural and remote electricity
consumers, and the responsibility for ensuring the distribution companies fulfill obligations
to connect and service customers. The

OEB may also prescribe license requirements and records, regulatory accounting
principles, separation of accounts for distinct business and filing and processing
requirements for rate setting purposes. In its capacity to approve or set rates, the OFB has
the authority to specify regulatory treatments that may result in accounting treatments that
differ from Canadian generally accepted accounting principles for enterprises operating in a
non-rate regulated environment.
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Year ended December 31, 2010

5, Investments:
2010 2008

Investment in the Class A common shares

of E.L.K. Solutions Inc., at cost 5 100 $ 100
Investment in Gosfield North Communications at cost 1 -
Investment in the preferred shares of

Utilismart Corporation, at market 2,413 2,413
Investment in the common shares of Sun Life Financial,

at market 44,442 44 649

$ 46,956 $ 47,162

6. Shareholder promissory notes:

The shareholder promissory notes are payable on demand, accrue interest at 7.25% payable
annually, and are secured by a general security agreement. These notes are subordinate to the
bank term loan.

7. Long-term debt:

2010 2009
Three year term loan with interest rate of 1 .343%,
repayable in full on or before maturity of June 2012,
secured by a general security agreement $ 7200000 $ 8000000

During the year, the Company paid $147,028 of interest on long-term debt (2009 - $56,516).
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Notes to Non-Consolidated Financial Statements {continued)

Year ended December 31, 2010

8. Employee future benefits:
E.L.K Energy Inc. pays certain benefits on behalf of its retired employees.

The Company measures its accrued benefit cbligation for accounting purposes as at December
31 each year. A valuation date of December 31, 2010 has been used,

Information about E.L.K. Energy Inc.'s defined benefit plans, which are unfunded, is as follows:

2010 2009
Accrued benefit obligation, beginning of year $ 686,513 $ 686180
Service cost 7,867 5,655
Interest cost 28,353 35,247
Amortization of actuarial gain (8,858) {6,408)
Benefits paid (26,969) (32,161)
Projected accrued benefit obligation, end of year,
as determined by actuarial valuation $ 686,906 $ 686,513
2010 2008
Funded status:
Funded status, deficit $ (524,597) § (525,052)
Unamortized net actuarial gain {162,309} (161,461)

$ (686,906) $ (686,513)

The main actuarial assumptions employed for the valuations are as follows:

2010 2009

Discount rate 5.00% 5.50%

Rate of compensation increase 3% 3%
Medical trend rate:

Initial 10% 10%

Ultimate 4% 4%

The approximate impact of a 1% change in health insurance trend rates is as follows:

2010 2009

Change in obligation for 1% increase in trend rates $ 48,000 $ 33,000
Change in cbligation for 1% decrease in trend rates {42,000) (29,000)
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9.

10.

11,

Share capital:

The authorized and issued share capital is as follows:

2010 2009
Authorized:
Unlimited common shares
Issued:
30,000 common shares (2009 - 30,000) $ 2,000100 $ 2,000,100

Pension costs:

The Company makes contributions to the Ontario Municipal Employees Retirement Fund
("OMERS") which is a multi-employer plan, on behalf of 21 members of its staff. The plan is a
defined benefit plan which specifies the amount of the retirement benefit to be received by the
employees based on the length of service and rates of pay. The OMERS plan is in a deficit

position.

The amount contributed to OMERS for 2010 was $95,857 (2009 - $97,894) for current service
and is included as an expenditure on the statement of earnings.

In 2010 the contribution rates were 6.4% for employees earnings below the year's maximum
pensionable earnings and 9.7% thereafter.

Supplemental cash flow information:

2010 2009

Cash paid during the year for:
Interest $ 478970 $ 70,611
Payments in lieu of income taxes 836,872 713,599

Cash received during the year for
Interest 55,154 47,400

S—
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12. Related party transactions:

The amounts due to/from shareholder and subsidiary are as follows:

2010 2009
Due to shareholder, included in accounts payable 464,808 $ 463,394
Due from shareholder, included in accounts receivable 23,061 24,286
Due from subsidiary, included in accounts receivable 185,602 133,763
Transactions with shareholder are as follows:

2010 2009
Provision of services to shareholder $ 442,058 $ 463,394
Interest incurred on shareholder promissory notes 142,925 176,454

These amounts are measured at the exchange amount, which is the amount of consideration
paid or received as established and agreed to by the related parties.

13.  Future payments in lieu of income taxes:

Future income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for
income tax purposes. Significant components of the Company's future tax liabilities and assets

are as follows:
2010 2009
Future tax liabilities:

Investments 3 8.750 5 10,000
Total future tax liabilities 3 8,750 £ 10,000
Future tax assets:

Property, plant and equipment $ 864,800 $ 972,000

Employee future benefits 232,150 280,000

Intangible assets 148,750 184,000

Smart meter revenue 71,350 51,000

Financing fees 3,700 6,000

Total future tax assets 1,420,750 1,493,000
Net future tax assets $ 1,412,000 $ 1,483,000
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Year ended December 31, 2010

14.

Fair value of financial assets and liabilities:

The fair value of the Company's cash, accounts receivable, accounts payable and accrued
liabilities, customer deposits and shareholder promissory notes approximate their carrying
values due to the relative short-term maturity of these financial instruments.

It is not practical to determine the fair value of the investment in subsidiary as it is not publicly
traded.

The fair value of the Company’s long-term debt approximates its carrying value as the terms
and conditions of the borrowing agreement is similar to current market terms and conditions.

Risk Factors:

The Company's activities provide for a variety of financial risks, particularly credit risk, market
risk and liquidity risk.

i) Credit risk:

Financial assets carry credit risk that a counter-party will fail to discharge and obligation
which would result in a financial loss. Financial assets held by the Company, such as
accounts receivable, expose it to credit risk. The Company earns its revenue from a broad
base of customers located in the towns of Essex, Lakeshore, and Kingsville. No single
customer in either year would account for revenue in excess of 1% of the respective

reported balances.

The carrying amount of accounts receivable is reduced through the use of an allowance for
doubtful accounts and the amount of the related impairment loss is recognized in the
statement of earnings. Subsequent recoveries of receivables previously provisioned are
credited to the statements of earnings. The balance of the allowance for doubtful accounts
at December 31, 2010 is $370,780 (2009 - $504,864). No single customer accounts for
more than 1% of accounts receivable at year-end.

The Company's credit risk associated with accounts receivable is primarily related to
payments from distribution customers. The Company has approximately 11,120 customers,
the majority of which are residential. At December 31, 2010, approximately $926,623 is
considered 60 days past due. Credit risk is managed through collection of security deposits
from customers in accordance with directions provided by the OEB. As at December 31,
2010, the Company holds security deposits in the amount of $839,167 (2009 - $989,688),



E.L.K. Energy Inc
EB-2011-0099

Exhibit 1

Tab 3

Schedule 1

Page 23 of 49

Filed: September 19, 2012

E.L.K. ENERGY INC.

Notes to Non-Consolidated Financial Statements (continued)

Year ended December 31 2010

14,

15.

16.

Fair value of financial assets and liabilities (continued):
i} Market risk:

Market risks primarily refer to the risk of loss that results from changes in commedity prices,
foreign exchange rates, and interest rates. The Company currently does not have
commodity or foreign exchange risk. E.L K. Energy Inc. is exposed to fluctuations in interest
rates as the regulated rate of return for the Company's distribution business is derived using
a complex formulaic approach which is in part based on the forecast for long-term
Government of Canada bond yields. This rate of return is approved by the OEB as part of
the approval of distribution rates.

iii) Liquidity risk:

The Company monitors its liquidity risk to ensure access to sufficient funds to meet
operational and investing requirements. The Company’s objective is to ensure that sufficient
liquidity is on hand to meet obligations as they fall due while minimizing interest expense.
The Company has access to a line of credit and monitors cash balances to ensure that
sufficient levels of liquidity are on hand to meet financial commitments ad they come due.

Directors’ remuneration:
The remuneration of directors amounted to $22,291 (2009 — $17,261).
Capital management:

In managing capital, the Company focuses on liquid resources available for operations. The
organization's objective is to have sufficient liquid resources to continue operating despite
adverse financial events and to provide it with the flexibility to take advantage of opportunities
that will advance its purposes. The need for sufficient liquid resources is considered in the
monitoring of cashflows and actual operating results. As at December 31, 2010. the Company
has met its objective of having sufficient liquid resources to meet its current obligations.
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17.

18.

Contingencies:
Late payment charges class action:

Pursuant to its order dated July 22, 2010 (the “Order”), the Ontario Superior Court of Justice
approved the settlement of a class action lawsuit, which was served on the former Toronto
Hydro-Electric Commission, continuing as Toronto Hydro Corporation, on November 18, 1988,
The original class action was for the amount of $500,000 and was initiated against the former
Toronto Hydro-Electric Commission as the representative of the Defendant Class consisting of
all municipal electric utilities (*MEU") in Ontario, of which the Company is a successor MEU,
which have charged late payment charges on overdue utility bills at any time after April 1, 1981.

The order formalized a settlement pursuant to which the defendant MEUs will pay the amount of
$17,000,000 plus costs and taxes in settiement of all claims. The amount allocated for payment
by each MEU is its proportionate share of the settlement amount based on its percentage of
distribution service revenue over the period for which it has exposure for repayment of late
payment penalties exceeding the interest rate limit in the Criminal Code. The Company’s share
of the settlement amount is $28,388 payable on June 30, 2011, Under the settlement, all the
MEUs involved in the settlement, including the Company, will request an order from the OEB
allowing for the future recovery from customers of all costs related to the settlement. The
Company has accrued a liability in the amount of $28,388 and the request for recovery has

been filed with the OEB.

On October 29, 2010, the OEB issued a notice of proceeding involving all of the defendant
MEUs including the Company, to determine whether the costs and damages incurred by MEUSs
are recoverable from electricity ratepayers, and if so, the form and timing of such recovery. On
February 22, 2011, the OEB issued its decision on this matter and indicated their intent to allow
the recovery of all costs and damages arising from the settlement of the class action over a one
year period commencing May 1, 2011, through a fixed rate rider. On March 28, 2011, the

recovery was approved.

Future accounting changes:
International Financial Reporting Standards [“IFRS"]

The Canadian Accounting Standards Board ("AcSB") has adopted a strategic plan that will have
Canadian GAAP converge with IFRS, effective January 1, 2011 which will require entities to
restate, for comparative purposes, their interim and annual financial statements and their

opening financial position.
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18.

Future accounting changes (continued):

In October 2010, the AcSB approved the incorporation of IFRS 1 into Part 1 of the Canadian
Institute of Chartered Accountants (“CICA") Handbook for qualifying entities with activities
subject to rate regulation. Part 1 of the CICA Handbook specifies that first-time adoption is
mandatory for interim and annual financial statements relating to annual periods beginning on or
after January 1, 2012.

The amendment also requires entities that do not prepare its interim and annual financial
statements in accordance with Part 1 of the Handbook during the annual period beginning on or
after January 1, 2011 to disclose that fact.

The Company has decided to implement IFRS commencing on January 1, 2012.
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M KPMG LLP Telephone (613) 212-KPMG (5764)

Chartered Accountants Fax (613) 212-2896
Suite 2000 Internet www. kpmg.ca
160 Elgin Street

Cttawa, ON K2P 2P8

Canada

INDEPENDENT AUDITORS' REPORT

To the Directors of E.L.K. Energy Inc.

We have audited the accompanying non-consolidated financial statements of E.L.K. Energy Inc.,
which comprise the non-consolidated balance sheet as at December 31, 2011, the non-consolidated
statement of earmings, retained earnings and the cash flows for the year then ended, and notes,
comprising a summary of significant accounting policies and other explanatory information. The non-
consolidated financial statements have been prepared by management in accordance with the basis
of accounting in Note 1 to the non-consolidated financial statements.

Management's Responsibility for the Non-consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these non-consoclidated
financial statements in accordance with the basis of accounting in Note 1 to the non-consolidated
financial statements; this includes determining that the basis of accounting is an acceptable basis for
the preparation of the non-consolidated financial statements in the circumstances, and for such
internal control as management determines is necessary to enable the preparation of the non-
consolidated financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Qur responsibility is to express an opinion on these non-consolidated financial statements based on
our audit. We conducted our audit in accordance with Canadian generally accepted auditing
standards. Those standards require that we comply with ethical requirements and plan and perform
an audit to obtain reasonable assurance about whether the non-consolidated financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the non-consolidated financial statements. The procedures selected depend on our judgment,
including the assessment of the risks of material misstatement of the non-consolidated financial
statements, whether due to fraud or error. In making those risk assessments, we consider internal
control relevant to the entity's preparation and fair presentation of the non-consolidated financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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Opinion
In our opinion, the non-consolidated financial statements present fairly, in all material respects, the
non-consolidated financial position of E.L.K. Energy Inc. as at December 31, 2011, and its non-

consolidated results of operations and its non-consolidated cash flows for the year then ended in
accordance with the basis of accounting in Note 1 to the non-consoclidated financial statements.

Basis of Accounting and Restriction of Use

Without modifying our opinion, we draw attention to Note 1 to the non-consoclidated financial
statements, which describes the basis of accounting. The non-consolidated financial statements are
prepared to assist E.L.K. Energy Inc. to prepare its corporate income tax returns. As a result, the
non-consolidated financial statements may not be suitable for another purpose. Qur report is
intended solely for E.L.K. Energy Inc. and for the federal and provincial income tax authorities and
should not be used by parties other than E.L.K Energy Inc. or the federal and provincial tax
authorities.

Other Matters

E.L.K. Energy Inc. has prepared a separate set of consclidated financial statements for the year
ended December 31, 2011 in accordance with Canadian generally accepted accounting principles on
which we issued a separate auditors’ report.

Lims <X
s

Chartered Accountants, Licensed Public Accountants

April 26, 2012

Windsor, Canada
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2011 20710
(restated -
see note 18)
Assets
Current assets:
Cash:
Unrestricted $ 3,547,395 3 3,301,234
Restricted (note 2) 1,019,175 1,596,417
Accounts receivable (note 12) 1,716,945 1,699 416
Prepaid expenses 124,924 107,502
Unbilled revenue 3,266,194 3,152 464
Inventories 287,076 313,849
Payment in lieu of income taxes receivable 632,483 537,555
10,594 192 10,708,437
Property, plant and equipment, at cost (note 3) 22,628,508 22 148 676
Less accumulated amortization 14,871,786 14,031,987
7,756,722 8,116,689
Regulatory assets (note 4) 707,022 1,832,297
Future payments in lieu of income taxes (note 13) 1,448,000 1,412,000
Investments (note 5) 36,042 46,956
$ 20541978 ] 22,116,379
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2011 2010
(restated -
see note 18)
Liabilities and Shareholder's Equity
Current liabilities:
Accounts payable and accrued liabilities (note 12) 3,792 580 4,728,580
Current portion of customer deposits 193,019 193,019
Current portion of obligation under capital lease 6,541 6,541
Current year portion of long-term debt (note 7) 6,400,000 -
Shareholder promissory notes (note 6) 1,900,000 1,900,000
12,292 140 6,828,140
Long-term liabilities:
Customer deposits 763,601 646,148
Obligation under capital lease 3,271 11,447
Long-term debt (note 7) - 7,200,000
Employee future benefits (note 8) 688,187 686,906
1,455,059 8,544 501
Shareholder's equity:
Share capital (note 9) 2,000,100 2,000,100
Retained earnings 392,304 341,263
Contributed surplus 4,402 375 4,402 375
6,794 779 6,743,738
Contingencies (note 17)
S 20.541.978 22.116.379

See accompanying notes to non-consolidated financial statements.

On behalf of the Board:

Director

Director
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E.L.K. ENERGY INC.

Mon-consolidated Statement of Earnings

Year ended December 31, 2011, with comparative figures for 2010

2011 2010
(restated
see note 18)
Service revenue $§ 22758157 5 23,254 511
Service revenue adjustment 289 273 (114,103)
23,047,430 23,140,408
Cost of electricity 20,088,089 19,951,904
Gross margin on service revenue 2,959 341 3,188,504
Other operating revenue:
Interest and other 1,010,474 739,507
Late payment charges 127,881 99 989
Unrealized loss on investments (10,914) (2086)
1,127 441 839,290
4 086,782 4.027,794
Expenditures:
Administration 835,771 808,563
Billing and collecting 799175 726,496
Amortization 839,799 824 357
Interest 307,318 289,953
Operations and maintenance 771,001 546,850
3,653,154 3,196,219
Eamings before payments in lieu of income taxes 533,628 831,575
Payments in lieu of income taxes 216,787 295,494
Net earnings 3 316,841 $ 536,081

See accompanying notes to non-consolidated financial statements.
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E.L.K. ENERGY INC.

Non-consolidated Statement of Retained Eamings

Year ended December 31, 2011, with comparative figures for 2010

2011 2010
(restated
see note 18)

Balance, beginning of year 3 341,263 5 (194,818)
Net earnings 316,841 536,081

Dividends paid (265,800) -
“Balance, end of year 3 392,304 3 341.263

See accompanying notes to non-consolidated financial statements.
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E.L.K. ENERGY INC.

MNon-consolidated Statement of Cash Flows

Year ended December 31, 2011, with comparative figures for 2010

2011 2010
(restated
see note 18)
Cash provided by (used in):
Operations:
Net earnings b 316,841 536,081
ltems not involving cash:
Amortization of property, plant and equipment 839,799 824,357
Future payments in lieu of income taxes (36,000) 71,000
Increase in employee future benefits 1,281 303
Gain on sale of property, plant and equipment - (58,654)
Unrealized loss on investments 10,914 206
Changes in non-cash operating working capital (1,152,836) 821,745
(20,001) 2,195,128
Financing:
Increase in long-term customer deposits 117,453 339,722
Increase (decrease) in capital lease obligation (8,176) 17,988
Decrease in long-term debt (800,000) (800,000)
Dividends paid (265,800) -
(956,523) (442,290)
Investing:
Property, plant and equipment additions (480,332) (810,311)
Proceeds on sale of property and equipment 500 183,566
Decrease (increase) in regulatory assets 1,125 275 (1,267 ,097)
645,443 (1,893,842)
Decrease in cash (331,081) (141,004)
Cash, beginning of year 4,897 651 5,038,655
Cash, end of year $ 4566570 4897 651
Cash consists of:
Unrestricted $ 3,547 395 3,301,234
Restricted 1,019,175 1,596,417
b 4,566,570 4,897 651

See accompanying notes to non-consolidated financial statements.
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E.L.K. ENERGY INC.

MNotes to Non-Consolidated Financial Statements

Year ended December 31, 2011

E.LK Energy Inc. supplies and distributes electric power and maintains electrical distribution
systems in the following communities: Essex, Harrow, Belle River, Comber, Kingsville, and Cottam.

E.L K. Energy Inc. also performs the billing function for the Municipality of the Town of Essex Water
Department.

1. Basis of accounting:

These non-consolidated financial statements have been prepared in accordance with Part V of
the CICA Handbook — Accounting except for E.L.LK. Energy Inc.’s investment in its wholly-
owned subsidiary, E.L.K. Solutions Inc., which is accounted for using the cost method. These
non-consolidated financial statements have been prepared in accordance with the significant
accounting policies set out below.

2.  Significant accounting policies:

(a) Restricted cash:

Restricted cash of $1,019,175 (2010 - $1,596,417) relates to contractor security deposits.

(b) Inventories:

Inventories are valued at the lower of cost, determined on a first-in, first-out basis, and net
realizable value.

(c) Property, plant and equipment:

Property, plant and equipment are stated at cost. Buildings, plant and equipment and the
transmission and distribution system are amortized on the straight-line basis at rates
suggested by the Ontario Energy Board. These rates of amortization range from 2% to
25%.

(d) Revenue recognition:

Electricity distribution service charges comprises customer billings for electricity and
distribution service charges less the cost of electricity purchases by the Corporation.
Customer billings for electricity and distribution service charges are recorded on the basis
of time of use customer usage from the last billing until the end of the fiscal year. The latter
component is recorded as unbilled revenue.
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E.L.K. ENERGY INC.

Notes to Non-Consclidated Financial Statements (continued)

Year ended December 31, 2011

2.  Significant accounting policies (continued):

(e) Investments:

The Company has designated its investment in the common shares of Sun Life Financial
and its investment in the preferred shares of Utilismart Corporation as held for trading
investments and these instruments are recorded at market value as determined by quoted
market prices. Realized and unrealized gains and losses as a result of disposition of
shares and changes in fair value are recorded in the statement of earnings as an
unrealized gain or loss on investments.

The investment in ELK Solutions Inc. and Gosfield North Communications are measured at
cost.

(f) Employee future benefits:

The Company provides post retirement benefits for employees who retire from active
employment. The Company measures the costs of its obligation based on its best
estimate.

The Company accrues its obligations under employee benefit plans as the employees
render the services necessary to earn employee future benefits.

The cost of retirement benefits earned by employees is actuarially determined using the
projected cost method pro rated on service and the actuary’s best estimate of expected
plan investment performance, salary escalation, retirement ages of employees and
expected health care costs. The excess of the net actuarial gain or loss over 10% of the
benefit obligation is amortized over the average remaining service period of active
employees of the plan, which is 11.3 years at December 31, 2011.

Past service costs from plan amendments are amortized on a straight-line basis over the
average remaining service period of employees active at the date of amendment.

(g) Payments in lieu of taxes (“PILs"):

The Company is currently exempt from taxes under the Income Tax Act (Canada) (*ITA")
and the Ontario Corporations Tax Act (“OCTA").

Pursuant to the Electricity Act, the Company is required to compute taxes under the ITA
and OCTA and remit such amounts thereunder computed to the Ministry of Finance
(Ontaric). These amounts, referred to as PILs under the Electricity Act, are applied to
reduce certain debt obligations of the former Ontario Hydro continuing as Ontario Electricity
Financial Corporation.
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E.L.K. ENERGY INC.

MNotes to Non-Consolidated Financial Statements (continued)

Year ended December 31, 2011

2. Significant accounting policies (continued):
(g) Payments in lieu of taxes (“PILs") (continued):

The Company provides for amounts in lieu of corporate income taxes using the asset and
liability method. Under the asset and liability method, future tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax bases.

Future tax assets and liabilities are measured using enacted or substantively enacted tax
rates expected to apply to taxable income in the years in which those temporary
differences are expected to be recovered or settled. The effect on future tax assets and
liabilities of a change in tax rates is recognized in income in the period that includes the
date of enactment or substantive enactment. WWhen unrecorded future income taxes
become payable, it is expected that they will be included in the rates approved by the
Ontario Energy Board (*OEB") and recovered from the customers of the Company at the
time.

(h) Pension plan:

The Company provides a pension plan for its employees through the Ontario Municipal
Employees Retirement System (“OMERS"). OMERS is a multi-employer pension plan
which operates as the Ontario Municipal Employees Retirement Fund (“the Fund”), and
provides pensions for employees of Ontario municipalities, local boards, public utilities and
school boards. The Fund is a contributory defined benefit pension plan.

(i) Customer deposits:

Customer deposits comprise cash collections from electricity customers which are applied
against any unpaid portion of individual customer accounts. Customer deposits in excess
of unpaid account balances are refundable to individuals upon termination of their
electricity service.

(j) Use of estimates:

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenues and expenses, as well as the disclosure of
contingent assets and liabilities at the date of the financial statements. Significant items
subject to such estimates and assumptions include valuation allowances for accounts
receivable, regulatory assets, future payments in lieu of income taxes and employee future
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E.L.K. ENERGY INC.

Motes to Non-Consolidated Financial Statements (continued)

Year ended December 31, 2011

2, Significant accounting policies (continued):
(j) Use of estimates (continued):

benefits, and the carrying value of property, plant and equipment. Actual results could
differ from those estimates.

(k) Rate regulation:
Smart Meter Initiative:

The Province of Ontario has committed to have “Smart Meter” electricity meters installed in
all homes and small businesses throughout Ontario by the end of 2010. Smart Meters
permit consumption to be recorded within specific time intervals and specific tariffs to be
levied within such intervals.

In support of this initiative, the Company completed its deployment of Smart Meters
throughout 2010 and early 2011, with approximately 10,859 Smart Meters deployed. Time
of use billing for customers began with the September 2011 billing period.

In accordance with the Smart Meter Funding and Cost Recovery — Final Disposition,
December 15, 2011 the Smart Meter funding adder of $1.45 per metered customer per
month will cease April 30, 2012. The Corporation will be filing its smart meter rate
application in 2012 along with its cost of service application.

() Long-lived assets:

The Company periodically reviews the useful lives and the carrying values of its long-lived
assets for continued appropriateness. The Company reviews for impairment long-lived
assets (or asset groups) to be held and used whenever events or changes in
circumstances indicate that the carrying amount of the assets may not be recoverable. |If
the sum of the undiscounted expected future cash flows expected to result from the use
and eventual disposition of an asset is less than its carrying amount, it is considered to be
impaired. An impairment loss is measured at the amount by which the carrying amount of
the asset exceeds its fair value. When quoted market prices are not available, the
Company uses the expected future cash flows discounted at a rate commensurate with the
risks associated with the recovery of the asset as an estimate of fair value.
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E.L.K. ENERGY INC.

MNotes to Non-Consolidated Financial Statements (continued)

Year ended December 31, 2011

2, Significant accounting policies (continued):
(m) Financial Instruments:

All financial instruments are carried on the balance sheet at fair value except for loans and
receivables, held-to-maturity investments and other liabilities, which are measured at
amortized cost.

The Company has classified its financial instruments as follows:

Cash and cash equivalents Held-for-trading
Accounts receivable Loans and receivables
Accounts payable and accruals Other liabilities
Shareholder promissory notes Other liabilities
Long-term debt Other liabilities

(n) Related party transactions:

Transactions with related parties represent the culmination of the earnings process and are
measured at the exchange amount.

3.  Property, plant and equipment:

2011 2010

Accumulated MNet book Net book

Cost amortization value value

Land $ 173,877 $ - 3 173,877 $ 173877
Buildings, plant and

equipment 3,760,272 1,885,577 1,874,695 960,172

Transmission and
distribution system 18,694,359 12,986,209 5,708,150 6,982,640

$ 22,628,508 $ 14,871,786 $ 7,756,722 § 8,116,689
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E.L.K. ENERGY INC.

Notes to Non-Consolidated Financial Statements (continued)

Year ended December 31, 2011

4.  Regulatory assets (liabilities):

Regulatory assets and liabilities arise as a result of the rate regulating process. The Company
has recorded the following regulatory assets and liabilities:

2011 2010
(restated —
See note 18)

Regulatory assets (liabilities):

Future payments in lieu of income taxes $  (920,111) § (884111)
Other regulatory assets 3,718,330 3,051,199
Miscellaneous deferred debits 3,240 3,240
Amount approved for recovery of regulatory assets 495 437 (448,663)
Retail settlement variances (3,974,796) (1,271,874)
Smart meter capital and recovery 1,384,922 1,382 506

$ 707,022 $ 1832297

(a) Future payments in lieu of income taxes:

Future payments in lieu of income taxes represent the OEB approved PlLs methodology for
determining the deferral account allowance.

(b) Retail settlement variances:

E.L K. has deferred certain retail settlement variances amounts under the provisions of
Article 490 of the OEB's Accounting Procedures Handbook.

These variances represent amounts that have accumulated since Market Opening and
comprise:

(i) wvariances between amounts charged by the Independent Electricity System Operator
(IESQ") for the operation of the wholesale electricity market and grid, various
wholesale market settlement charges, amounts charged to allow for the purchase of
imported electricity and transmission charges, and the amounts billed to customers by
the Company based on the OEB approved market service rate; and
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E.L.K. ENERGY INC.

MNotes to Non-Consolidated Financial Statements (continued)

Year ended December 31, 2011

4, Regulatory assets (continued):
(b) Retail settlement variances (continued):

(ii) amounts allocated to the Company and approved by the QEB for the recovery of
regulatory assets incurred by Hydro One including low voltage tariffs. The Hydro One
recovery of these charges commenced on April 1, 2005 and these costs will be passed
through to customers during the rate making process.

(c) Other regulatory assets:

On December 20, 2004, the OEB issued a letter on the accounting treatment of OEB
assessments. The OEB clearly identifies that it is their intent to allow electricity LDC's to
record their OEB cost assessments for the Board's fiscal year 2005 and subsequent years
in order that these costs may be given consideration for rate recovery in the future.

(d) Miscellaneous deferred debits:

On December 13, 2005, the OEB issued a letter on the accounting treatment of costs
related to Ontario Price Credit ("OPC"). Costs related to the payment of OPC are being
deferred. No additional amounts will be approved by the OEB until the next cost of services
application.

(e) Amounts approved for recovery of regulatory assets:

The Ontario Energy Board Act, 1998 (Ontario) (*OEBA”), approved, as part of the 20086
rates application process, a reallocation for each regulatory asset or liability to a separate
account, amounts approved for recovery of regulatory assets . The associated recoveries
collected through rates over May 1, 2006 to April 30, 2008 are to be recorded as a
reduction of amounts approved for recovery of regulatory assets. Any residual balance at
the end of the collection period will be reviewed in future proceedings of the OEB.

(f) Smart Meter deferral account:

This account represents the deferral of operating expenditures, capital expenditures and
revenues related to Smart Meters in accordance with the direction set out by the OEB. In
total, 11,099 meters were “stranded” and transferred to the regulatory account. The book
value of $271,776 for the replaced meters was transferred to regulatory assets in 2010.
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E.L.K. ENERGY INC.

MNotes to Non-Consolidated Financial Statements (continued)

Year ended December 31, 2011

4,

Regulatory assets (continued):

(g) Electricity industry in Ontario:

The Ontario Energy Board Act, 1998 (Ontario) (*OEBA"), conferred on the OEB increased
powers and responsibilities to regulate the electricity industry. These powers and
responsibilities include the power to approve or fix rates for the transmission and
distribution of electricity, the power to provide continued rate protection for rural and remaote
electricity consumers, and the responsibility for ensuring the distribution companies fulfill
obligations to connect and service customers.

The OEB may also prescribe license reguirements and records, regulatory accounting
principles, separation of accounts for distinct business and filing and processing
requirements for rate setting purposes. In its capacity to approve or set rates, the OEB has
the authority to specify regulatory treatments that may result in accounting treatments that
differ from Canadian generally accepted accounting principles for enterprises operating in a

non-rate regulated environment.

Investments:

2011 2010
Investment in the Class A common shares
of E.L.K. Solutions Inc., at cost 100 $ 100
Investment in Gosfield North Communications, at cost 1 1
Investment in the preferred shares of
Utilismart Corporation, at market 8,045 2,413
Investment in the common shares of Sun Life Financial,
at market 27,896 44 442
36,042 $ 46,956

Shareholder promissory notes:

The shareholder promissory notes are payable on demand, accrue interest at 7.25% payable
annually, and are secured by a general security agreement. These notes are subordinate to
the bank term loan. In 2011, the Company paid $154,045 (2010 - $142,925) of interest on

these notes.
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E.L.K. ENERGY INC.

MNotes to Non-Consolidated Financial Statements (continued)

Year ended December 31, 2011

7. Long-term debt:

2011 2010
Three year term loan with interest rate of 2.35%
2010 - 1.343%) repayable in full on or before
maturity of June 2012, secured by a general
security agreement $ 6,400,000 $ 7,200,000
Less: current portion 6,400,000 -
$ - $ 7,200,000

During the year, the Company paid $153,273 of interest on long-term debt (2010 — $147,028).
8, Employee future benefits:
E.L.K. Energy Inc. pays certain benefits on behalf of its retired employees.

The Company measures its accrued benefit obligation for accounting purposes as at
December 31 each year. A valuation date of December 31, 2010 was used, with results
extrapolated to December 31, 2011.

Information about E.L.K. Energy Inc.'s defined benefit plans, which are unfunded, is as follows:

2011 2010
Accrued benefit obligation, beginning of year $ 686,906 $ 686,513
Service cost 11,420 7,867
Interest cost 25,858 28,353
Amoaortization of actuarial gain (9,721) (8,858)
Benefits paid (26,276) (26,969)

Projected accrued benefit obligation, end of year,
as determined by actuarial valuation $ 688,187 $ 686,906
2011 2010

Funded status:

Funded status, deficit $ (546,879) $ (524,597)
Unamortized net actuarial gain (141,308) (162,309)

$ (688187) & (686,008)
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E.L.K. ENERGY INC.

MNotes to Non-Consolidated Financial Statements (continued)

Year ended December 31, 2011

8. Employee future benefits (continued):

The main actuarial assumptions employed for the valuations are as follows:

2011 2010

Discount rate 4.25% 5.00%

Rate of compensation increase 3% 3%
Medical trend rate:

Initial 8.2% 10%

Ultimate 4% 4%

The approximate impact of a 1% change in health insurance trend rates is as follows:

2011 2010
Change in obligation for 1% increase in trend rates $ 50,000 $ 48,000
Change in obligation for 1% decrease in trend rates (44,000) (42,000)

9.  Share capital:

The authorized and issued share capital is as follows:

2011 2010
Authorized:

Unlimited common shares

Issued:

30,000 common shares $ 2,000,100 $ 2,000,100
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E.L.K. ENERGY INC.

Motes to Non-Consclidated Financial Statements (continued)

Year ended December 31, 2011

10.

11.

12.

Pension costs:

The Company makes contributions to the Ontario Municipal Employees Retirement Fund
(*OMERS") which is a multi-employer plan, on behalf of 21 members of its staff. The planis a
defined benefit plan which specifies the amount of the retirement benefit to be received by the
employees based on the length of service and rates of pay. The OMERS plan is in a deficit

position.

The amount contributed to OMERS for 2011 was $124,860 (2010 — $95,857) for current

service and is included as an expenditure on the statement of earnings.

In 2011 the contribution rates were 7.4% (2010 - 6.4%) for employees earnings below the

year's maximum pensionable earnings and 10.7% (2010 - 9.7%) thereafter.

Supplemental cash flow information:

2011 2010
Cash paid during the year for:
Interest $ 307659 $ 478970
Payments in lieu of income taxes 564 544 836,872
Cash received during the year for:
Interest 77,844 55,154
Related party transactions:
The amounts due toffrom shareholder and subsidiary are as follows:
2011 2010
Due to shareholder, included in accounts payable $ 472170 $ 464808
Due from shareholder, included in accounts receivable 22,169 23,061
Due from subsidiary, included in accounts receivable 93,006 185,602
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12,

13.

Related party transactions:

Transactions with shareholder are as follows:

2011 2010

Provision of services to shareholder
Interest incurred on shareholder promissory notes

464,738 § 442958
154,045 142,925

These amounts are measured at the exchange amount, which is the amount of consideration
paid or received as established and agreed to by the related parties.

Future payments in lieu of income taxes:

Future income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for
income tax purposes. Significant components of the Company’s future tax liabilities and assets

are as follows:

2011 2010

Future tax liabilities:
Investments 6,000 3 8,750
Total future tax liabilities 6,000 3 8,750

Future tax assets:

Property, plant and equipment

967,000 $ 964,800

Employee future benefits 229,000 232150
Intangible assets 130,000 148,750
Smart meter revenue 126,000 71,350
Financing fees 2,000 3,700
Total future tax assets 1,454 000 1,420,750

Net future tax assets

1,448,000 $ 1,412,000
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Motes to Non-Consclidated Financial Statements (continued)

Year ended December 31, 2011

14.

Fair value of financial assets and liabilities:

The fair value of the Company’s cash, accounts receivable, accounts payable and accrued
liabilities, customer deposits and shareholder promissory notes approximate their carrying
values due to the relative short-term maturity of these financial instruments.

It is not practical to determine the fair value of the investment in subsidiary as it is not publicly
traded.

The fair value of the Company’s long-term debt approximates its carrying value as the terms
and conditions of the borrowing agreement is similar to current market terms and conditions.

Risk Factors:

The Company’s activities provide for a variety of financial risks, particularly credit risk, market
risk and liquidity risk.

i) Creditrisk:

Financial assets carry credit risk that a counter-party will fail to discharge and obligation
which would result in a financial loss. Financial assets held by the Company, such as
accounts receivable, expose it to credit risk. The Company earns its revenue from a broad
base of customers located in the towns of Essex, Lakeshore, and Kingsville. No single
customer in either year would account for revenue in excess of 1% of the respective
reported balances.

The carrying amount of accounts receivable is reduced through the use of an allowance for
doubtful accounts and the amount of the related impairment loss is recognized in the
statement of earnings. Subsequent recoveries of receivables previously provisioned are
credited to the statements of earnings. The balance of the allowance for doubtful accounts
at December 31, 2011 is $639,297 (2010 - $359,988). No single customer accounts for
more than 1% of accounts receivable at year-end.

The Company's credit risk associated with accounts receivable is primarily related to
payments from distribution customers. The Company has approximately 11,120 customers,
the majority of which are residential. At December 31, 2011, approximately $1.090,135
(2010 -$926,623) is considered 60 days past due. Credit risk is managed through collection
of security deposits from customers in accordance with directions provided by the OEB. As
at December 31, 2011, the Company holds security deposits in the amount of $956,619
(2010 - $839,167).
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Notes to Non-Consolidated Financial Statements (continued)

Year ended December 31, 2011

14. Fair value of financial assets and liabilities (continued):
i) Market risk:

Market risks primarily refer to the risk of loss that results from changes in commodity
prices, foreign exchange rates, and interest rates. The Company currently does not have
material commadity or foreign exchange risk. E.L.K. Energy Inc. is exposed to fluctuations
in interest rates as the regulated rate of return for the Company's distribution business is
derived using a complex formulaic approach which is in part based on the forecast for long-
term Government of Canada bond yields. This rate of return is approved by the OEB as
part of the approval of distribution rates.

iii) Liguidity risk:

The Company monitors its liquidity risk to ensure access to sufficient funds to meet
operational and investing requirements. The Company’s objective is to ensure that
sufficient liquidity is on hand to meet obligations as they fall due while minimizing interest
expense. The Company has access to a line of credit and monitors cash balances to
ensure that sufficient levels of liquidity are on hand to meet financial commitments as they
come due.

15. Directors’ remuneration:

The remuneration of directors amounted to $21,709 (2010 — $22,291).

16. Capital management:

In managing capital, the Company focuses on liquid resources available for operations. The
organization’'s objective is to have sufficient liquid resources to continue operating despite
adverse financial events and to provide it with the flexibility to take advantage of opportunities
that will advance its purposes. The need for sufficient liquid resources is considered in the
monitoring of cashflows and actual operating results. As at December 31, 2011, the Company
has met its objective of having sufficient liquid resources to meet its current obligations.
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E.L.K. ENERGY INC.

Notes to Non-Consolidated Financial Statements (continued)

Year ended December 31, 2011

17.

18.

19.

Contingencies:

From time to time, the Company is involved in various litigation matters arising in the ordinary
course of its business. The Company has no reason to believe that the disposition of any such
current matter could reasonably be expected to have a materially adverse impact on the
Company's financial position, results of operations or its ability to carry on any of its business
activities.

Prior period adjustment:

During the year ended December 31, 2011, the Company became aware that the 2010 retail
settlement variance component of regulatory assets was overstated as a result of an error in
the calculation.

The Company has corrected this error retroactively and accordingly the 2010 comparative
figures have been restated as follows:

2010
Increase
(decrease)
Balance sheet:
Payment in lieu of income taxes receivable $ 284726
Regulatory assets (926,694)
Retained earnings (641,968)
Statement of earnings:
Service revenue 3,285,266
Cost of electricity 4211956
Payments in lieu of income taxes (284,726)
Net earnings (641,968)

Future accounting changes:
International Financial Reporting Standards [“IFRS"]

The Canadian Accounting Standards Board ("AcSB”) has adopted a strategic plan that will
have Canadian GAAP converge with IFRS, effective January 1, 2011 which will require entities
to restate, for comparative purposes, their interim and annual financial statements and their
opening financial position.
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E.L.K. ENERGY INC.

Motes to Non-Consclidated Financial Statements (continued)

Year ended December 31, 2011

19.

Future accounting changes (continued):

In October 2010, the AcSB approved the incorporation of IFRS 1 into Part 1 of the Canadian
Institute of Chartered Accountants (“CICA") Handbook for qualifying entities with activities
subject to rate regulation. Part 1 of the CICA Handbook specifies that first-time adaoption is
mandatory for interim and annual financial statements relating to annual periods beginning on
or after January 1, 2012.

The amendment also requires entities that do not prepare its interim and annual financial
statements in accordance with Part 1 of the Handbook during the annual pericd beginning an
or after January 1, 2011 to disclose that fact.

In March 2012, the AcSB extended the deferral of adoption of Part 1 of the CICA Handbook for
qualifying entities with activities subject to rate regulation for an additional year to January 1,
2013. The Company had decided to implement IFRS commencing January 1, 2012 and is now
assessing whether the extended deferral option will be taken.
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RECONCILIATION BETWEEN FINANCIAL STATEMENTS AND REGULATORY
ACCOUNTING:

There are no items to reconcile between the financial statements and regulatory accounting.
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Account Description Total

1050-Current Assets
1005-Cash 3,800,000.00
1010-Cash Advances and Working Funds 0.00
1020-Interest Special Deposits 0.00
1030-Dividend Special Deposits 0.00
1040-Other Special Deposits 0.00
1060-Term Deposits 0.00
1070-Current Investments 0.00
1100-Customer Accounts Receivable 1,602,900.93
1102-Accounts Receivable - Senices 0.00
1104-Accounts Receivable - Recoverable Work 304,557.67
1105-Accounts Receivable - Merchandise, Jobbing, etc. 0.00
1110-Other Accounts Receivable 0.00
1120-Accrued Utility Revenues 2,200,000.00
1130-Accumulated Provision for Uncollectable Accounts -- Credit (499,642.85)
1140-Interest and Dividends Receivable (9,307.93)
1150-Rents Receivable 0.00
1170-Notes Receivable 0.00
1180-Prepayments 116,213.01
1190-Miscellaneous Current and Accrued Assets 0.00
1200-Accounts Receivable from Associated Companies 0.00
1210-Notes Receivable from Associated Companies 0.00
1050-Current Assets Total 7,514,720.84

1100-Inventory

1305-Fuel Stock 0.00
1330-Plant Materials and Operating Supplies 300,462.58
1340-Merchandise 0.00
1350-Other Material and Supplies 0.00
1100-Inventory Total 300,462.58
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1150-Non-Current Assets

1405-Long Term Investments in Non-Associated Companies 41,399.28
1408-Long Term Receivable - Street Lighting Transfer 0.00
1410-Other Special or Collateral Funds 0.00
1415-Sinking Funds 0.00
1425-Unamortized Debt Expense 0.00
1445-Unamortized Discount on Long-Term Debt--Debit 0.00
1455-Unamortized Deferred Foreign Currency Translation Gains and Losses 0.00
1460-Other Non-Current Assets 0.00
1465-0.M.E.R.S. Past Senice Costs 0.00
1470-Past Senice Costs - Employee Future Benefits 0.00
1475-Past Senice Costs -Other Pension Plans 0.00
1480-Portfolio Investments - Associated Companies 0.00
1485-Investment In Subsidiary Companies - Significant Influence 0.00
1490-Investment in Subsidiary Companies 100.00

1150-Non-Current Assets Total 41,499.28
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1200-Other Assets and Deferred Charges

1505-Unrecovered Plant and Regulatory Study Costs 0.00
1508-Other Regulatory Assets 134,969.12
1510-Preliminary Survey and Investigation Charges 0.00
1515-Emission Allowance Inventory 0.00
1516-Emission Allowance Withheld 0.00
1518-RCVA Retall 0.00
1525-Miscellaneous Deferred Debits 0.00
1530-Deferred Losses from Disposition of Utility Plant 3,240.15
1540-Deferred Losses from Disposition of Utility Plant 0.00
1545-Development Charge Deposits/ Receivables 0.00
1548-RCVA - Senice Transaction Request (STR) 0.00
1550-LV Charges - Variance 0.00
1555-Smart Meters Recowery 0.00
1556-Smart Meters OM & A (7,272.53)
1562-Deferred PILs 15,500.00
1563-Deferred PILs - Contra 55,000.00
1565-C & DM Costs 1,798,389.00
1566-C & DM Costs Contra 0.00
1570-Qualifying Transition Costs 0.00
1571-Pre Market CofP Variance 0.00
1572-Extraordinary Event Losses 0.00
1574-Deferred Rate Impact Amounts 0.00
1580-RSVA - Wholesale Market Senices (526,104.28)
1582-RSVA - One-Time 0.00
1584-RSVA - Network Charges (72,340.12)
1586-RSVA - Connection Charges (154,282.45)
1588-RSVA - Commodity (Power) 246,394.13
1590-Recovery of Regulatory Assets (25% of 2002 bal.) 0.00
1592-PILs and Tax Variance for 2006 & Subsequent Years (6,381.08)
1595-Disposition and Recowery of Regulatory Balances 495,436.94

1200-Other Assets and Deferred Charges Total 1,982,548.89
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1450-Distribution Plant

1805-Land 2,112.00
1806-Land Rights 0.00
1808-Buildings and Fixtures 0.00
1810-Leasehold Improvements 0.00
1815-Transformer Station Equipment - Normally Primary above 50 kV 0.00
1820-Distribution Station Equipment - Normally Primary below 50 kV 142,098.48
1825-Storage Battery Equipment 0.00
1830-Poles, Towers and Fixtures 909,855.67
1835-Overhead Conductors and Devices 6,322,032.40
1840-Underground Conduit 1,451,640.96
1845-Underground Conductors and Devices 7,764,092.58
1850-Line Transformers 5,910,914.05
1855-Senices 788,027.56
1860-Meters 2,109,724.75
1865-Other Installations on Customer's Premises 0.00

1450-Distribution Plant Total

25,400,498.45

1500-General Plant

1905-Land 171,765.02
1906-Land Rights 2,944.73
1908-Buildings and Fixtures 676,339.77
1910-Leasehold Improvements 0.00
1915-Office Furniture and Equipment 245,409.09
1920-Computer Equipment - Hardware 365,968.31
1925-Computer Software 284,645.87
1930-Transportation Equipment 1,975,815.45
1935-Stores Equipment 0.00
1940-Tools, Shop and Garage Equipment 390,316.94
1945-Measurement and Testing Equipment 0.00
1950-Power Operated Equipment 0.00
1955-Communication Equipment 35,830.60
1960-Miscellaneous Equipment 0.00
1970-Load Management Controls - Customer Premises 0.00
1975-Load Management Controls - Utility Premises 0.00
1980-System Supenisory Equipment 0.00
1985-Sentinel Lighting Rentals 0.00

0.00

1990-Other Tangible Property

1995-Contributions and Grants

(4,574,671.12)

1500-General Plant Total

(425,635.34)
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1550-Other Capital Assets

2005-Property Under Capital Leases 0.00
2010-Electric Plant Purchased or Sold 0.00
2020-Experimental Electric Plant Unclassified 0.00
2030-Electric Plant and Equipment Leased to Others 0.00
2040-Electric Plant Held for Future Use 0.00
2050-Completed Construction Not Classified--Electric 0.00
2055-Construction Work in Progress--Electric 0.00
2060-Electric Plant Acquisition Adjustment 0.00
2065-Other Electric Plant Adjustment 0.00
2070-Other Utility Plant 0.00
2075-Non-Utility Property Owned or Under Capital Lease 0.00

1550-Other Capital Assets Total 0.00

1600-Accumulated Amortization

2105-Accumulated Amortization of Electric Utility Plant - Property, Plant and Equipment

(15,992,544.13)

2120-Accumulated Amortization of Electric Utility Plant - Intangibles 0.00
2140-Accumulated Amortization of Electric Plant Acquisition Adjustment 0.00
2160-Accumulated Amortization of Other Utility Plant 0.00
2180-Accumulated Amortization of Non-Utility Property 0.00

1600-Accumulated Amortization Total

(15,992,544.13)

[Total Assets

18,821,550.56]
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1650-Current Liabilities
2205-Accounts Payable 2,713,778.82
2208-Customer Credit Balances 410,516.54
2210-Current Portion of Customer Deposits 108,576.50
2215-Dividends Declared 0.00
2220-Miscellaneous Current and Accrued Liabilities 82,903.07
2225-Notes and Loans Payable 0.00
2240-Accounts Payable to Associated Companies 325,469.30
2242-Notes Payable to Associated Companies 0.00
2250-Debt Retirement Charges (DRC) Payable 92,937.95
2252-Transmission Charges Payable 0.00
2254-Electric Safety Authority Fees Payable 0.00
2256-Independent Market Operator Fees and Penalties Payable (170,368.51)
2260-Current Portion of Long Term Debt 0.00
2262-Ontario Hydro Debt - Current Portion 0.00
2264-Pensions and Employee Benefits - Current Portion 0.00
2268-Accrued Interest on Long Term Debt 0.00
2270-Matured Long Term Debt 0.00
2272-Matured Interest on Long Term Debt 0.00
2285-Obligations Under Capital Leases--Current 6,541.20
2290-Commodity Taxes (469,147.02)
2292-Payroll Deductions / Expenses Payable 46,326.03
2294-Accrual for Taxes, "Payments in Lieu" of Taxes, Etc. (584,968.80)
2296-Future Income Taxes - Current 0.00
1650-Current Liabilities Total 2,562,565.07
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1700-Non-Current Liabilities

2305-Accumulated Provision for Injuries and Damages 0.00
2306-Employee Future Benefits 687,546.50
2308-Other Pensions - Past Senice Liability 0.00
2310-Vested Sick Leave Liability 0.00
2315-Accumulated Provision for Rate Refunds 0.00
2320-Other Miscellaneous Non-Current Liabilities 0.00
2325-Obligations Under Capital Lease--Non-Current 7,358.85
2330-Dewolpment Charge Fund 0.00
2335-Long Term Customer Deposits 897,893.07
2340-Collateral Funds Liability 0.00
2345-Unamortized Premium on Long Term Debt 0.00
2348-0.M.E.R.S. - Past Senice Liability - Long Term Portion 0.00
2350-Future Income Tax - Non-Current 0.00
2405-Other Regulatory Liabilities 1,430,000.00
2410-Deferred Gains From Disposition of Utility Plant 0.00
2415-Unamortized Gain on Reacquired Debt 0.00
2425-Other Deferred Credits 0.00
2435-Accrued Rate-Payer Benefit 0.00
1700-Non-Current Liabilities Total 3,022,798.42

1800-Long-Term Debt
2505-Debentures Outstanding - Long Term Portion 0.00
2510-Debenture Advances 0.00
2515-Required Bonds 0.00
2520-Other Long Term Debt 7,500,000.00
2525-Term Bank Loans - Long Term Portion 0.00
2530-Ontario Hydro Debt Outstanding - Long Term Portion 0.00
2550-Advances from Associated Companies 0.00
1800-Long-Term Debt Total 7,500,000.00
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1850-Shareholders' Equity

3005-Common Shares Issued 2,000,100.00
3008-Preference Shares Issued 0.00
3010-Contributed Surplus 0.00
3020-Donations Received 0.00
3022-Dewolpment Charges Transferred to Equity 0.00
3026-Capital Stock Held in Treasury 0.00
3030-Miscellaneous Paid-In Capital 4,402,375.00
3035-Installments Received on Capital Stock 0.00
3040-Appropriated Retained Earnings 0.00
3045-Unappropriated Retained Earnings (594,068.26)
3046-Balance Transferred From Income (72,219.68)
3047-Appropriations of Retained Earnings - Current Period 0.00
3048-Dividends Payable-Preference Shares 0.00
3049-Dividends Payable-Common Shares 0.00
3055-Adjustment to Retained Earnings 0.00
3065-Unappropriated Undistributed Subsidiary Earnings 0.00

1850-Shareholders' Equity Total 5,736,187.06
|Tota| Liabilities & Shareholder's Equity 18,821,550.55
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2012 STATEMENT OF INCOME AND RETAINED EARNINGS

Account Description

Total

3000-Sales of Electricity

4006-Residential Energy Sales

(11,049,758)

4010-Commercial Energy Sales (4,912,448)
4015-Industrial Energy Sales 0
4020-Energy Sales to Large Users 0
4025-Street Lighting Energy Sales (1,140)
4030-Sentinel Energy Sales 0
4035-General Energy Sales 0
4040-Other Energy Sales to Public Authorities 0
4045-Energy Sales to Railroads and Railways 0
4050-Revenue Adjustment (6,772,143)
4055-Energy Sales for Resale 0
4060-Interdepartmental Energy Sales 177)
4062-WMS (1,962,694)
4064-Billed WMS-One Time 0
4066-NS 559,499
4068-CN (1,177,269)
4075-LV Charges 0

3000-Sales of Electricity Total

(25,316,131)

3050-Revenues From Services - Distirbution

4080-Distribution Senvices Revenue (3,156,142)
4082-RS Rev (21,718)
4084-Serv Tx Requests (587)
4090-Electric Senvices Incidental to Energy Sales 0

3050-Revenues From Services - Distirbution Total

(3,178,447)
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3100-Other Operating Revenues

4205-Interdepartmental Rents 0
4210-Rent from Electric Property (50,000)
4215-Other Utility Operating Income 0
4220-Other Electric Revenues 0
4225-Late Payment Charges (130,000)
4230-Sales of Water and Water Power 0
4235-Miscellaneous Senice Revenues (66,000)
4240-Provision for Rate Refunds 0
4245-Government Assistance Directly Credited to Income 0
3100-Other Operating Revenues Total (246,000)
3150-Other Income & Deductions
4305-Regulatory Debits 0
4310-Regulatory Credits 0
4315-Revenues from Electric Plant Leased to Others 0
4320-Expenses of Electric Plant Leased to Others 0
4325-Revenues from Merchandise, Jobbing, Etc. 0
4330-Costs and Expenses of Merchandising, Jobbing, Etc 6,500
4335-Profits and Losses from Financial Instrument Hedges 0
4340-Profits and Losses from Financial Instrument Investments 0
4345-Gains from Disposition of Future Use Utility Plant 0
4350-Losses from Disposition of Future Use Utility Plant 0
4355-Gain on Disposition of Utility and Other Property (21,000)
4360-Loss on Disposition of Utility and Other Property 0
4365-Gains from Disposition of Allowances for Emission 0
4370-Losses from Disposition of Allowances for Emission 0
4375-Revenues from Non-Utility Operations (413,000)
4380-Expenses of Non-Utility Operations 92,750
4385-Expenses of Non-Utility Operations 0
4390-Miscellaneous Non-Operating Income 0
4395-Rate-Payer Benefit Including Interest 0
4398-Foreign Exchange Gains and Losses, Including Amortization 0
3150-Other Income & Deductions Total (334,750)
3200-Investment Income
4405-Interest and Dividend Income (77,000)
4415-Equity in Earnings of Subsidiary Companies 0

3200-Investment Income Total

(77,000)
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3350-Power Supply Expenses

4705-Power Purchased 20,722,704
4708-WMS 1,639,085
4710-Cost of Power Adjustments 0
4712-Charges One Time 1,295
4714-NW 1,395,696
4715-System Control and Load Dispatching 0
4716-CN 1,094,642
4720-Other Expenses 25,304
4725-Competition Transition Expense 0
4730-Rural Rate Assistance Expense 0
4750-LV Charges 287,404
3350-Power Supply Expenses Total 25,166,131

3500-Distribution Expenses - Operation
5005-Operation Supenision and Engineering 81,000
5010-Load Dispatching 1,000
5012-Station Buildings and Fixtures Expense 0
5014-Transformer Station Equipment - Operation Labour 0
5015-Transformer Station Equipment - Operation Supplies and Expenses 0
5016-Distribution Station Equipment - Operation Labour 2,000
5017-Distribution Station Equipment - Operation Supplies and Expenses 0
5020-Overhead Distribution Lines and Feeders - Operation Labour 54,000
5025-Overhead Distribution Lines and Feeders - Operation Supplies and Expenses 0
5030-Overhead Subtransmission Feeders - Operation 0
5035-Overhead Distribution Transformers - Operation 4,000
5040-Underground Distribution Lines and Feeders - Operation Labour 100,000
5045-Underground Distribution Lines and Feeders - Operation Supplies and Expenses 0
5050-Underground Subtransmission Feeders - Operation 0
5055-Underground Distribution Transformers - Operation 1,000
5060-Street Lighting and Signal System Expense 0
5065-Meter Expense 22,000
5070-Customer Premises - Operation Labour 0
5075-Customer Premises - Materials and Expenses 0
5085-Miscellaneous Distribution Expense 0
5090-Underground Distribution Lines and Feeders - Rental Paid 0
5095-Overhead Distribution Lines and Feeders - Rental Paid 26,000
5096-Other Rent 0
3500-Distribution Expenses - Operation Total 291,000
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3550-Distribution Expenses - Maintenance
5105-Maintenance Supenision and Engineering 0
5110-Maintenance of Structures 0
5112-Maintenance of Transformer Station Equipment 0
5114-Mtaint Dist Stn Equip 0
5120-Maintenance of Poles, Towers and Fixtures 29,000
5125-Maintenance of Overhead Conductors and Devices 90,000
5130-Maintenance of Overhead Senices 35,000
5135-Overhead Distribution Lines and Feeders - Right of Way 81,000
5145-Maintenance of Underground Conduit 0
5150-Maintenance of Underground Conductors and Devices 76,000
5155-Maintenance of Underground Senvices 94,000
5160-Maintenance of Line Transformers 32,000
5165-Maintenance of Street Lighting and Signal Systems 0
5170-Sentinel Lights - Labour 0
5172-Sentinel Lights - Materials and Expenses 0
5175-Maintenance of Meters 18,000
5178-Customer Installations Expenses - Leased Property 0
5195-Maintenance of Other Installations on Customer Premises 0
3550-Distribution Expenses - Maintenance Total 455,000
3650-Billing and Collecting
5305-Supenision 90,000
5310-Meter Reading Expense 110,064
5315-Customer Billing 241,000
5320-Collecting 80,000
5325-Collecting - Cash Over and Short 1,000
5330-Collection Charges 0
5335-Bad Debt Expense 253,000
5340-Miscellaneous Customer Accounts Expenses 0
3650-Billing and Collecting Total 775,064
3700-Community Relations
5405-Supenision 0
5410-Community Relations - Sundry 3,000
5415-Energy Consenvation 0
5420-Community Safety Program 0
5425-Miscellaneous Customer Senice and Informational Expenses 0
5515-Advertising Expense 7,000
3700-Community Relations Total 10,000
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3800-Administrative and General Expenses

5605-Executive Salaries and Expenses 20,000
5610-Management Salaries and Expenses 505,000
5615-General Administrative Salaries and Expenses 65,000
5620-Office Supplies and Expenses 87,000
5625-Administrative Expense Transferred-Credit 0
5630-Outside Senices Employed 122,000
5635-Property Insurance 28,000
5640-Injuries and Damages 58,000
5645-Employee Pensions and Benefits 1,000
5650-Franchise Requirements 0
5655-Regulatory Expenses 109,408
5660-General Adwertising Expenses 0
5665-Miscellaneous Expenses 10,000
5670-Rent 0
5675-Maintenance of General Plant 64,000
5680-Electrical Safety Authority Fees 6,000
5685-Independent Market Operator Fees and Penalties 0
5695-OM&A Contra Account 0
3800-Administrative and General Expenses Total 1,075,408

3850-Amortization Expense
5705-Amortization Expense - Property, Plant and Equipment 975,107
5710-Amortization of Limited Term Electric Plant 0
5715-Amortization of Intangibles and Other Electric Plant 0
5720-Amortization of Electric Plant Acquisition Adjustments 0
5725-Miscellaneous Amortization 0
5730-Amortization of Unrecovered Plant and Regulatory Study Costs 0
5735-Amortization of Deferred Development Costs 0
5740-Amortization of Deferred Charges 0
3850-Amortization Expense Total 975,107
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3900-Interest Expense

6005-Interest on Long Term Debt 0
6010-Amortization of Debt Discount and Expense 0
6015-Amortization of Premium on Debt-Credit 0
6020-Amortization of Loss on Reacquired Debt 0
6025-Amortization of Gain on Reacquired Debt-Credit 0
6030-Interest on Debt to Associated Companies 0
6035-Other Interest Expense 155,000
6040-Allowance for Borrowed Funds Used During Construction-Credit 141,000
6042-Allowance for Other Funds Used During Construction 0
6045-Interest Expense on Capital Lease Obligations 0
3900-Interest Expense Total 296,000
3950-Taxes Other Than Income Taxes
6105-Taxes Other Than Income Taxes 23,000
3950-Taxes Other Than Income Taxes Total 23,000
4000-Income Taxes
6110-Income Taxes 157,800
6115-Provision for Future Income Taxes 0
4000-Income Taxes Total 157,800
4100-Extraordinary & Other Items
6205-Donations 38
6210-Life Insurance 0
6215-Penalties 0
6225-Other Deductions 0
4100-Extraordinary & Other Items Total 38
72,220

Net Income - (Gain)/Loss
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INFORMATION ON AFFILIATES:

E.L.K. provides services for an affiliate company, E.L.K. Solutions Inc. (E.L.K. Solutions). E.L.K. also

performs services for its shareholder the Town of Essex.

SERVICES PROVIDED BY E.L.K. TO E.L.K. SOLUTIONS

Water Heater Services

E.L.K. provides E.L.K. Solutions with billing, collecting and other customer service services for Water
Heater rentals for approximately 151 customers. This included issuing approximately 1,812 bills for water
heater rental units on a yearly basis. Customers are charged a flat rate each month, the amount of which

depends on the size of the tank.

Street Light and Sentinel Light Services

E.L.K. provides maintenance services for street lights and sentinel lights to E.L.K. Solutions.

SERVICES PROVIDED BY E.L.K. TO TOWN OF ESSEX

Water & Sewer Billing Services

E.L.K. provides the Town of Essex water and sewer billing services. These services include meter reading,
service orders, billing, bill collection and payment, answering all customer water and sewage related
inquiries and other customer services as required. By providing this service, E.L.K. has been able to
combine meter reading, billing, collections and customer service functions. Approximately 35% of the bills
issued each month are shared electricity/water and sewer bills and approximately 27% are water only

accounts.
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MATERIALITY THRESHOLDS:

Chapter 2 of the Filing Requirements for Transmission and Distribution Applications, issued by the Board

June 22, 2011 states the relevant default materiality threshold as:
“50,000 for a distributor with a distribution revenue requirement less than or equal to $10 million or

“0.5% of distribution revenue requirement for distributors with a revenue requirement greater than $10

million and less than or equal to $200 million.” or
“$1 million for a distributor with a distribution revenue requirement of more than $200 million

With a net distribution revenue less than $10 million, E.L.K. has calculated the materiality threshold as
$50,000.
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RATE BASE OVERVIEW

The rate base used for the purpose of calculating the revenue requirement used in this
Application follows the definition used in the 2006 EDR Handbook as an average of the
balances at the beginning and the end of the 2012 Test Year, plus a working capital allowance,

which is 15% of the sum of the cost of power and controllable expenses.

The net fixed assets include those distribution assets that are associated with activities that
enable the conveyance of electricity for distribution purposes. E.L.K. does not have any non-
distribution assets. Controllable expenses include operations and maintenance, billing and
collecting and administration expenses. E.L.K. has calculated its 2012 Test Year Rate Base as
$13,266,094.

E.L.K. has provided a summary of its rate base calculations for the years 2006 Board Approved
2007 Actual, 2008 to 2011 Actual, and 2012 Test Year in Table 2-1 below.

Table 2-1
Summary of Rate Base
Description 2006 OEB Approved 2006 Actual 2007 Actual 2008 Actual 2009 Actual 2010 Actual 2011 Actual 2012 Test
Gross Fixed Assets 18,077,469 19,230,886 20,664,914 | 21,862,682 22,432,081 22,148,659 | 22,628,490 24,974,863
Accumulated Depreciatiq 10,084,909 11,679,852 12,240,266 13,052,384 13,904,673 14,031,987 | 14,871,786 15,992,544
Net Book Value 7,992,560 7,551,034 8,424,648 8,810,298 8,527,408 8,116,672 | 7,756,704 8,982,319
Average Net Book Value 7,992,560 7,721,072 7,987,841 8,617,473 8,668,853 8,322,040 | 7,936,689 9,096,748
Working Capital 15,034,290 16,695,166 20,481,884 18,642,710 16,935,670 22,065,516 | 22,527,725 27,795,640
Working Capital Allowand 2,255,143 2,504,275 3,072,283 2,796,407 2,540,351 3,309,827 | 3,379,159 4,169,346
Rate Base 10,247,703 10,225,347 | 11,060,124 | 11,413,880 | 11,209,204 11,631,868 | 11,315,847 13,266,094

E.L.K.’s capital investment in distribution plant has averaged $600K to $1.3 million per year
(2006-2011) which accounts for the year over year variance in Average Net Book Value. As
discussed throughout Exhibit 1 and E.L.K.'s Asset Management Plan, filed as Appendix 2-A to
this Exhibit. E.L.K. had approximately 10,700 metered customers in 2006 which has increased
to approximately 11,300 metered customers by the end of 2011 and forecasted to reach near
11,500 by the end of the 2012 Test Year.

E.L.K. has provided a summary of its cost of power and controllable expenses used in
calculating working capital for the period 2006 Board Approved, 2006 Actual to 2011 Actual, and
2012 Test Year in Table 2-2, below.
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Table 2-2
Summary of Working Capital Calculation
Description 2006 OEB Approved 2006 Actual 2007 Actual 2008 Actual 2009 Actual 2010 Actual 2011 Actual 2012 Test

Cost of Power 13,034,003 14,871,803 18,516,760 16,432,333 14,418,495 19,951,904 20,088,089 25,166,131
Operations 219,009 230,558 215,650 211,133 298,927 236,550 246,823 291,000
Maintenance 226,715 244,876 390,707 408,784 506,972 308,857 522,563 455,000
Billing & Collecting 503,735 513,809 538,534 800,194 846,728 710,772 795,381 775,064
Community Relations 6,479 13,421 20,335 16,882 14,124 15,930 3,795 10,000
Administration & General 1,044,349 795,730 762,787 735,060 831,441 809,795 849,160 1,075,446
Taxes Other than Income T - 24,970 37,112 38,324 18,984 31,709 21,914 23,000
Working Capital 15,034,290 16,695,166 20,481,884 18,642,710 16,935,670 22,065,516 22,527,725 27,795,640
Working Capital Allowance 2,255,144 2,504,275 3,072,283 2,796,407 2,540,351 3,309,827 3,379,159 4,169,346

The changes in working capital are primarily attributed to the annual changes in Cost of Power
resulting from growth, weather and changes in the market price of electricity and increases in
OM&A expenditures to service the growth such as staffing requirements, locate costs, meter
reading, postage, etc. E.L.K. has not completed a lead-lag study. The working capital
allowance is based on 15% of cost of power and controllable expenses in accordance with the
Filing Requirements and consistent with OEB Decisions on other distribution rate applications

where a utility specific lead-lag study had not been completed.

In support of its rate base calculation, E.L.K. has included details of its Gross Assets,
Accumulated Depreciation, Working Capital and Fixed Asset Continuity Schedules for 2006

Actual to 2012 Test Year as required in the Filing Requirements.
Budget Process:

In managing its distribution system assets, E.L.K.’s main objective is to optimize performance of
the assets at a reasonable cost with due regard for system reliability, safety, and customer
service expectations. E.L.K. is committed to providing its customers with an economical, safe,
reliable supply of electricity and helping the Towns of Essex, Kingsville and Lakeshore become
the most energy efficient community in Ontario. E.L.K.’s Asset Management Plan, which sets
out E.L.K.’s processes for determining the necessary distribution system investments to ensure

safe, reliable delivery of electricity to its customers, accompanies this Exhibit as Appendix 2-A.

The Capital Budget process at E.L.K. Energy is an integral planning tool and ensures that
appropriate resources are available to maintain and grow its capital infrastructure. It is the

responsibility of each department to contribute to the preparation of the Capital and Operating
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budget with the assistance of the Finance department. The responsibility of the Finance
department is to coordinate the capital budget and forecast process and present a preliminary
Capital budget to the CEO for approval. Once the preliminary Capital budget and long range

forecast have been approved by the CEO, it is presented to the Board of Directors for approval.

Once the Board of Directors approves the annual budget the budget amounts do not change but

rather provide a plan against which actual results may be evaluated.
The following are some of the tasks undertaken during the capital budgeting process.

¢ OQutside expenses for capital budgets are built using previous year actual and current

year forecast as the base;
¢ Significant variances from prior years are explained; and

e Accounting prepares a total labor budget using projected wage and benefit cost.
Overtime and account distribution are based on previous years’ actual costs plus any

identified or potential changes for the future year.
Capital Budget:
E.L.K. Energy’s capital budget is segregated into the following categories:

e Asset Management Capital Expenditures
e Developer-Driven (Growth related) Capital Expenditures
¢ Municipal/Regional-Driven Capital Expenditures

e Other Capital Expenditures

Asset management capital expenditures are capital projects relating to E.L.K.’s existing and
new capital infrastructure and/or projects identified through regulatory and legislative
requirements. Developer-driven capital expenditures are directly related to growth and are
partially funded through Capital Contributions. Municipal/Regional-driven capital expenditures
are also related to growth, which drives road, water and sewer requirements and are partially
funded through Capital Contributions (50% of labour and vehicle), in accordance with the Public

Service Works on Highways Act. Other Capital Expenditures are general assets relating to
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Leasehold Improvements, Office Furniture and Equipment, Communications Equipment,
Computer Hardware and Software, System Supervisory Equipment, Vehicles and

Miscellaneous Tools and Equipment.
E.L.K.'s Capital Budget process is based on:
e Customer Demand:

These are projects that E.L.K. undertakes to meet customer obligations in accordance with the
OEB’s Distribution System Code (the “DSC") and E.L.K.’s Conditions of Service. Activities
include connecting new residential and general service customers, constructing distribution
plant to connect new subdivisions and relocating system plant equipment for roadway
reconstruction work. E.L.K. bears a portion of the cost of these projects and uses the economic
evaluation methodology for system expansions in accordance with the DSC and the provisions
of its Conditions of Service to determine the level of capital contribution, if any, from the

customer.

o Replacement:

Replacement projects are completed when it has been determined through condition
assessment that assets have reached their end of useful life. E.L.K. completes visual
inspections of its plant and replaces assets based on inspection and testing results as
warranted. In some cases the projects involve spot replacement of assets; in other cases, the
projects involve complete asset replacement within a geographic area. When a geographic
area is being replaced, consideration is given to converting the distribution voltage from 4.16 kV
or 8.32kV to 27.6kV. Converting voltage levels while replacing the assets delivers added
benefits including reductions in capital expenditures, and reduced system losses. New assets

require less maintenance, deliver better reliability and reduce safety risks to the general public.
e Capacity:

Load growth caused by new customer connections and increased demand of existing

customers over time can result in a need for capacity improvements on the system. Projects
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can take the form of new or upgraded feeders and transformers or voltage conversion projects.

These projects are not customer-specific, but rather, they benefit many customers.

e Regulatory Requirements:

These projects are capital investments which are being driven by regulatory requirements.
These requirements may include, among others, directions from the OEB, the IESO, the
Ministry of Energy & Infrastructure or the Ministry of Environment. In 2006, The Government of
Ontario established targets for the installation of 800,000 smart electricity meters by December

31, 2008 and installation of smart meters for all Ontario customers by December 31, 2011.

e Customer Connections and Metering:

Capital expenditures include meter installations, meter upgrades, and the capital components of
wholesale and retail meter verification activities. E.L.K. has completed the deployment of Smart
Meters as approved by Ontario Regulation 427/06. Smart Meter capital is currently recorded in
the smart meter variance account 1555. E.L.K. is proposing the disposition of its smart meter

variance accounts in this Application.
General Plant Capital Projects:

General plant capital projects have also been categorized into project pools. Each pool

generally corresponds to one or more OEB USo0A categories. Those pools include:

¢ Land, Buildings and Leasehold Improvements (USoA 1905, 1908, 1910)

o Office Furniture & Equipment (USoA 1915)

e Computer Hardware & Software(USoA 1920, 1925)

¢ Transportation/Vehicles Equipment (USoA 1930)

e Stores Equipment, Tools and Measuring Equipment (USoA 1935, 1940, 1945)
e Communication Equipment (US0A 1955)

e System Supervisory Equipment (USoA 1980)

e Other Tangible Property (USoA 1990)
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Capitalization Policy:

E.L.K. does not have a formal written capitalization policy. E.L.K. follows Generally Accepted
Accounting Principles, in particular the CICA Handbook Section 3060, Capital Assets as well as

the guidelines as set out in the OEB Accounting Procedures Handbook.

E.L.K. does not capitalize interest on funds used during construction as capital projects are
budgeted for and completed in the fiscal year. In addition, E.L.K. does not capitalize, through

internal cost allocations, any indirect administrative support costs such as Finance or Facilities.
E.L.K.’s Distribution System:

E.L.K. owns and operates the electricity distribution system in the Towns of Essex, Kingsville
and Lakeshore serving more than 11,300 residential and business customers. E.L.K. is
supplied power from five transformer stations at 8.32kV and 27.6kV, all owned and operated by
Hydro One Networks Inc. E.L.K. distributes electricity to the Towns of Essex, Kingsville and
Lakeshore at primary voltages of 4.16kV, 8.32kV and 27.6kV.

E.L.K.’s licensed service area is 22.01 square kilometres of urban service area. E.L.K.'s
distribution system is made up of 89.52 kilometres of overhead lines, 61.53 kilometres of
underground lines, 3,024 poles, 1,563 distribution transformers and approximately 11,500
meters of which approximately 10,886 are Smart Meters installed on Residential and General

Service <50 kW customers.
Asset Management Plan:

E.L.K. Energy has developed an Asset Management Plan which outlines the capital and
operating expenditures necessary to ensure that E.L.K. continues to provide highest standards
for the safe, reliable supply of electricity at the lowest cost. A copy of the Asset Management
Plan is attached to this Exhibit as Appendix 2-A.

The Asset Management Plan provides for:

¢ Replacement and voltage conversion of 30 and 40 year old plant



D O~ WDN PP

\‘

10

11

12
13
14
15

16
17
18

E.L.K. Energy Inc.
EB-2011-0099

Exhibit 2

Tab 1

Schedule 1

Page 7 of 7

Filed: September 19, 2012

e Construction of new plant required to service the Towns of Essex, Kingsville and
Lakeshore’s rapid growth

o Towns of Essex, Kingsville and Lakeshore and County of Essex road work

¢ Inspection and testing of existing plant

¢ Maintenance of the highest standard of service to the Towns of Essex, Kingsville and

Lakeshore residents and businesses

E.L.K.'s Asset Management Plan has been developed with due regard to the different Acts,
Regulations, Codes and Guidelines and the continual updating of good utility practice to ensure
the needs of the Towns of Essex, Kingsville and Lakeshore and E.L.K. Energy customers are

met.
Green Energy Basic Plan Summary

E.L.K. has created and submitted a “Basic Green Energy Act plan” (the plan) to the OPA in
accordance with Board Decision 2009-0397. A copy of the plan is included as Appendix 2-B as
well as the May 11, 2012 letter from the OPA confirming OPA acceptance of the Basic Green
Energy Act plan.

E.L.K. remains committed to actively assisting the province in developing Green Energy in
accordance with the Green Energy and Green Economy Act, 2009. E.L.K. will not be seeking

any cost recovery related to the plan.
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SERVICE QUALITY AND RELIABILITY

E.L.K. monitors and relies on its service quality and reliability indices (SQIs) monthly as a
means of measuring system performance. E.L.K.’s commitment to stakeholders is to ensure
“highest standards of performance and business excellence for the safe, reliable provision of
service”. An SQI report, comparing the annual results of SAIDI, SAIFI and CAIDI with and

without loss of supply is provided below in Tables 2-3 and 2-4.

Service Reliability Indices
Table2-3

TVVILIT RVOO VI JUPNNMIY

5.0000

4.5000
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Table 2-4

The tables above provide E.L.K.’s reliability performance for each of the measures over the
period 2005-2010. Year over year fluctuations may result from variations in weather such as
extreme lightning, excessive snowfalls, ice storms, foreign interference such as animal contacts
and motor vehicle accidents. E.L.K.’s system performance indices are trending positively
except for the “outage frequency” in 2010 where E.L.K. experienced severe thunderstorms and

a tornado in 2010. This being said the “duration” and “restoration time” continued to improve.

E.L.K. also tracks the cause of outages (Service Interruptions by Code), from which
E.L.K. is able to determine whether corrective action is required to prevent or reduce similar
occurrences. This information is provided in tables 2-5 and 2-6 below. The causes have been
split into two charts for clarity. The two most significant factors are defective equipment and

adverse weather.
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RATE BASE VARIANCE ANALYSIS AND CAPITAL ADDITIONS

The following Table 2-7 sets out E.L.K.’s year over year rate base variances for the 2006 OEB
Approved, the six years 2006 to 2011 Actuals, and 2012 Test Year. E.L.K. notes that the 2006
OEB Approved rate base was determined through the 2006 EDR process and is based on the
2004 year end rate base adjusted for Tier 1 Adjustments. Accordingly, the variance between

2006 Actual and 2006 OEB Approved spans a two-year period.

Table 2-7

Rate Base Variances

2006 Actual 2007 Actual 2008 Actual 2009 Actual 2010 Actual 2011 Actual 2012 Test

Variance Variance Variance Variance Variance Variance Variance

from 2006 OEB from 2006 from 2007 from 2008 from 2009 from 2010 from 2011

Description Approved Actual Actual Actual Actual Actual Actual

Gross Fixed Assets 1,153,417 1,434,028 1,197,768 569,399 (283,422) 479,831 2,346,373
Accumulated Depreciation 1,594,943 560,414 812,118 852,289 127,314 839,799 1,120,758
Net Book Value (441,526) 873,614 385,650 (282,890) (410,736) (359,968) 1,225,615
Average Net Book Value (271,488) 266,769 629,632 51,380 (346,813) (385,352) 1,160,059
Working Capital 1,660,876 3,786,717 (1,839,173) (1,707,040) 5,129,846 462,209 5,267,915
Working Capital Allowance 249,132 568,008 (275,876) (256,056) 769,477 69,331 790,187
Rate Base (22,356) 834,777 353,756 (204,676) 422,664 (316,020) 1,950,246

Capital Additions:

For the purposes of this Application E.L.K. has provided information for the period 2006 and
forward. E.L.K.'s capital additions by USoA for the years 2006 to the 2012 Test Year, is
provided in Table 2-7B. The increase in 2007 capital spending is the result of significant
transformer purchases for the Cottam and Kingsville conversion as well as significant
subdivision work and the purchase of two bucket trucks. Subsequent to 2007, there was a
downturn in the economy and as a result capital purchases decreased and stabilized over the

following years as illustrated in Table 2-7B below.
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USoA Description 2006 Actual 2007 Actual 2008 Actual 2009 Actual 2010 Actual 2011 Actual 2012 Test
1830 Poles, Towers & Fixtures 27,726 97,064 100,434 62,309 105,762 51,131 21,000
1835 Overhead Conductors & Devices 72,103 109,425 202,574 106,483 159,165 186,167 47,000
1840 Underground Conduit 131,980 76,104 217,031 132,682 123,094 82,633 200,100
1845  Underground Conductors & Devices 207,935 228,187 126,543 140,966 216,251 170,663 517,100
1850 Line Transformers 56,485 487,211 231,528 131,201 107,790 85,816 399,590
1855  Services (Overhead & Underground) 88,092 88,113 99,753 50,765 67,317 70,051 88,200
1860 Meters 52,061 276,450 131,151 35,988 26,120 4,459 21,260

Total Additions to Plant " 636,381 ' 1,362,553 = 1,109,014 = 660,394 = 805,499 = 650,922 @ 1,294,250
1905 Land 17,500 - - - - -
1906 Land Rights - 400 - - - -
1908  Buildings & Fixtures 57,481 11,500 - 319 2,880 14,500
1910 Leasehold Improvements - - - - - - -
1915  Office Furniture & Equipment 9,954 5,514 2,025 5,323 20,593 - 2,500
1920  Computer Equip.-Hardware 3,980 47,141 17,819 8,228 3,385 2,992 5,000
1925 Computer Software - 85,691 90,054 5,387 895 - 19,000
1930 Transportation Equipment 16,096 483,870 63,307 73,521 14,618 89,250
1935 Stores Equipment - - - - - - -
1940 Tools, Shop & Garage Equipment 8,255 12,035 39,335 6,257 2,828 564 25,000
1945 Measurement & Testing Equipment - - - - - - -
1955 Communications Equipment 2,595 - - - 11,227 - -
1960 Miscellaneous Equipment - - - - - -
1975 Load Management Controls Utility Premises - - - - -
1980 System Supervisor Equipment - - - - -
1985 Miscellaneous Fixed Assets - - - - - - -

Total Additions to Other Assets 58,379 691,732 224,440 98,716 39,247 21,054 155,250

Total Capital Additions Before Capital Contributions 694,761 2,054,286 1,333,454 759,110 844,745 671,975 1,449,500
1995  Contributions & Grants (391,998)  (454,086) (135,687) (189,711) (34,435)  (191,644) (703,250)

Net Capital Additions 302,763 1,600,199 1,197,767 569,399 810,311 480,331 746,250

E.L.K. has three key drivers of its capital investment as discussed below:

The first driver of E.L.K.'s capital investment is its obligation to connect a customer in

accordance with Section 28 of the Electricity Act, 1998, Section 7 of E.L.K.'s Electricity
Distribution Licence and the DSC.

In most development areas E.L.K. does not have existing

distribution plant capable of supplying the new developments and as such, E.L.K. is required to

expand its overhead/underground distribution plant.

E.L.K. determines the customer’s

contribution to the expansion based on an economic evaluation in accordance with the DSC.

The developer is allowed to build the subdivision based on E.L.K.'s subdivision agreement

outlining specifications and the infrastructure is conveyed to E.L.K. for a transfer price
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determined in accordance with the provisions of the DSC. The second driver is also a result of
the growth in the Towns of Essex, Kingsville and Lakeshore whereby the three Towns and the
County of Essex are investing in the widening of roads, installation of sewers and water which in
some cases results in E.L.K. being required to relocate existing distribution lines. E.L.K. collects

a partial recovery of these costs in accordance with the Public Service Works on Highways Act.

The third driver is E.L.K.'s own capital investment required to meet its commitment to provide a
safe and reliable supply of electricity to its customers. Details are provided in E.L.K. 's Asset
Management Plan attached as Appendix A to this Exhibit, but in summary, these projects
include the rebuilding and conversion of deteriorating 4.16kV and 8.32kV distribution plant, pole
replacement and other capital works required as a result of inspection and testing of existing
distribution plant. Other Asset investments include building/facilities, computer hardware,

software, vehicles and communication equipment.
Capital Projects Exceeding Materiality Threshold:

The following section sets out the year over year variances in E.L.K. capital expenditures by the
OEB’s USoA classification. Also provided are the annual fixed asset continuity schedules,
capital projects by USoA and explanations for the capital projects exceeding the materiality
threshold of $50,000. This information has been presented for the years 2006 to 2011 Actuals,
and the 2012 Test Year.

E.L.K. has prepared and presented the year over year analysis for each year in a consistent

format for comparison purposes.
2006 Actual Capital Additions:

The 2006 Fixed Asset Continuity Schedule, Table 2-8 provides a summary of the additions and
disposals based on the Board’'s USoA classifications. This schedule may also be found in

E.L.K.'s Revenue Requirement Model.
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CCA Opening Closing Net Book
Class | OEB Description Balance Additions Disposals | Closing Balance| | Opening Balance| Additions Disposals Balance Value
N/A 1805 |Land 2,112 2,112 0 0 2,112
CEC 1806 |Land Rights 0 0 0
1 1808 |Buildings and Fixtures 0 0 0
1810 |Leasehold Improvements 0 0 0
1815 |Transformer Station Equipment - Normally Primary above 50 kV 0 0 0
1 1820 |Distribution Station Equipment - 142,098 142,098 142,098 62 142,160 (62)
1825 |Storage Battery Equipment 0 0 0
1 1830 |Poles, Towers and Fixtures 444,430 27,726 472,155 39,681 18,332 58,012 414,143
i, 1835 |Overhead Conductors and Device] 5,439,115 72,103 5,511,219 2,943,963 213,859 3,157,822 2,353,397
i, 1840 |Underground Conduit 488,017 131,980 619,997 31,362 22,160 53,523 566,474
i, 1845 |Underground Conductors and De 6,156,447 207,935 6,364,382 3,028,251 233,221 3,261,472 3,102,909
i, 1850 |Line Transformers 4,411,294 56,485 4,467,779 2,291,210 148,840 2,440,050 2,027,729
1 1855 |Senvices 235,737 88,092 323,829 21,571 11,191 32,762 291,067
1 1860 |Meters 879,822 52,061 931,884 526,115 1,041 527,156 404,728
1865 |Other Installations on Customer's Premises 0 0 0
N/A 1905 |Land 154,265 17,500 171,765 0 171,765
CEC 1906 |Land Rights 2,725 180 2,545 2,725 2,725 (180)
i, 1908 |Buildings and Fixtures 791,547 791,547 329,872 17,023 346,895 444,652
1910 |Leasehold Improvements 0 0 0
8 1915 |Office Fumiture and Equipment 199,499 9,954 209,453 158,148 6,396 164,543 44,910
45 1920 |Computer Equipment - Hardware 277,478 3,980 281,457 206,400 22,231 228,631 52,826
12 1925 |Computer Software 57,700 57,700 37,739 8,645 46,384 11,316
10 1930 |Transportation Equipment 1,393,825 16,096 1,409,920 1,259,934 40,043 1,299,977 109,943
10 1935 |Stores Equipment 0 0 0
8 1940 |Tools, Shop and Garage Equipm 304,044 8,255 312,299 252,992 6,418 259,410 52,889
1945 |Measurement and Testing Equipment 0 0 0
1950 |Power Operated Equipment 0 0 0
10 1955 |Communication Equipment 22,009 2,595 24,604 14,411 1,517 15,928 8,676
1960 |Miscellaneous Equipment 0 0 0
1970 |Load Management Controls - Customer Premises 0 0 0
1975 |Load Management Controls - Utility Premises 0 0 0
1980 |System Supenisory Equipment 0 0 0
1985 |Sentinel Lighting Rentals 0 0 0
1990 |Other Tangible Property 0 0 0
1 1995 |Contributions and Grants (2,473,860) (391,998) (2,865,858) (249,279) (108,320) (357,599) (2,508,259)
2005 |Property under Capital Lease 0 0 0
Total before Work in Process 18,928,303 302,763 180 19,230,886 11,037,194 642,658 0 11,679,852 7,551,034
WIP Work in Process 0 0 0 0 0 0
Total after Work in Process 18,928,303 302,763 180 19,230,886 11,037,194 642,658 0 11,679,852 7,551,034
Less: Fully Allocated Depreciation
[ 10 T 1935 [ Transportation | Transportation
|10 ][ 1955 | Communication Equipment | Communication
Net Depreciation 594,681

2006 Actual Capital Projects (exceeding threshold):

The following Table 2-9 provides E.L.K. capital additions, exceeding the materiality threshold of

$50,000, by project, project type and USoA as well as the total projects, by USoA that fall under

the materiality threshold. Included in the projects under materiality are approximately 147 work

orders for Residential, General Service and upgrades for services and metering.
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Forest Hill
Pumping Royal Oak \Woodview  [Cottam Kingsville
USoA # |Description ICCA Class |Bacon Ph 4B |Station Galos Ph 1B [Mettawas Phase 4 Tiny Bubbles [Phase 1A Conversion _[Conversion |Other Misc__ |Labour Total
1830 |Poles, Towers and Fixtures $ 970 [$ 15,765 [$ 436 B 10,555 [ 27,726
Overhead Conductors &
1835 [Devices $ 1,918 S 1,131 [$ 3,747 B 65,307 B 72,103
1840 [ur Conduit $ 5,518 |$ 30,434 |$ 11,149 |$ 16,641 |$ 15,659 [$ 5,739 [$ 13,319 |$ 12,373 5 21,147 B 131,980
Underground Conductors &
1845 [Devices $ 20,319 |$ 39,113 28,777 |$ 31,319 |$ 42,830 S 22,314 |$ 12,373 5 10,889 |5 207,935
1850 _[Line Transformers $ 5975 | $ 15,978 9,324 |$ 16,240 |$ 27,509 [$ 4,020 |$ 15,262 37,823 56,485
1855 [Senices 243 $ 38,674 S 20,790 28,385 88,092
1860 |Melers 635 51,426 52,061
1905 |£and 17,500 17,500
1908 [Buildings & Fixtures -

1915 [Office Furniture & Equipment 5 9,954 9,954
1920 [Computer Hardware [ 3,980 3,980
1925 [Computer Software -
1930 | ! 5 16,096 16,096
1940 [Tools Shop & Garage [ 8,255 8,255
1955 |Cq i 1 Equipment [ 2,595 2,595
Contributions and Grants -
1995 [Credit -$ 51,004 (-$ 82,658 |-$ 76,816 |-$ 83,592 | $ - $ - $ - $ 97,928 $ 391,998
$ ,
Total -$ 19,191 |$ 5755 {$ 26,689 |$ 19,392 |$ 124,672 |$ 9,759 |$ 71,685 _[$ 41,642 |3 4,183 [ 2,440 B 107,898 B 302,763

Project 2006: Developer Driven Projects — Subdivisions: Total Cost: $301,684.36

The following projects are directly related to the growth experienced in the Towns of Essex,
Kingsville and Lakeshore. The capital costs are directly related to the underground system
expansion and are required to accommodate the installation of these new
residential/commercial subdivisions. E.L.K. determines the customer’s contribution to the
expansion based on an economic evaluation in accordance with the DSC. The developer is
allowed to build the subdivision based on E.L.K.’s subdivision agreement outlining specifications
and the infrastructure is conveyed to E.L.K. for a transfer price determined in accordance with

the provisions of the DSC. Subdivisions energized in 2006 are:

Mettawas Condo Complex — $64,200
Royal Oak Phase 4A — $124,672
Woodview Phase 1A — $71,685
Galos Phase 1B - $50,127.36

A\

Applicable contributions are shown in Table 2-9.
Project 2006: General Service Customer #1: Total cost $88,414

E.L.K. installed 27.6kV cables and pad mounted transformer to connect a new General Service

customer. The applicable contribution and net cost are set out in Table 2-9.
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2007 Actual Capital Additions:

The 2007 Fixed Asset Continuity Schedule, Table 2-10 provides a summary of the additions and
disposals based on the Board's USoA classification. This schedule may also be found in

E.L.K.'s Revenue Requirement Model.

Table 2-10
2007 Fixed Asset Continuity Schedule

Cost Accumulated Depreciation
CCA Opening Opening Closing Net Book|
Class | OEB Description Balance Additions Disposals Closing Balance Balance Additions| Disposals| Balance Value
N/A 1805 | Land 2,112 2,112 0 0 2,112
CEC 1806 | Land Rights 0 0 0 0 0
1 1808 | Buildings and Fixtures 0 0 0 0 0
0 1810 | Leasehold Improvements 0 0 0 0 0
0 1815 | Transformer Station Equipmer 0| 0 0 0 0
1 1820 | Distribution Station E: 142,098 142,098 142,160 62 142,222 (124)
0 1825 | Storage Battery Equipment 0 0 0 0 0
1 1830 | Poles, Towers and Fixtures 472,155 97,064 569,220 58,012 20,827 78,840 490,380
1 1835 | Owerhead Conductors and De 5,511,219 109,425 5,620,644 3,157,822 217,489 3,375,312 2,245,332
1 1840 | Underground Conduit 619,997 76,104 696,101 53,523 26,322 79,845 616,256
1 1845 | Underground Conductors and 6,364,382 228,187 6,592,568 3,261,472 241,944 3,503,416 3,089,152
1 1850 | Line Transformers 4,467,779 487,211 4,954,989 2,440,050 159,714 2,599,763 2,355,226
1 1855 | Senices 323,829 88,113 411,941 32,762 14,715 47,478 364,464
1 1860 | Meters 931,884 276,450 1,208,334 527,156 33,994 561,150 647,184
0 1865 | Other Installations on Custom: 0 0 0 0 0
N/A 1905 | Land 171,765 171,765 0 0 171,765
CEC 1906 | Land Rights 2,545 2,545 2,725 0 2,725 (180),
1 1908 | Buildings and Fixtures 791,547 57,481 849,028 346,895 17,598 364,493 484,535
0 1910 | Leasehold Improvements 0 0 0 0 0
8 1915 | Office Fumiture and Equipmer 209,453 5,514 214,967 164,543 7,169 171,712 43,255
45 1920 | Computer Equipment - Hardw: 281,457 47,141 328,598 228,631 25,802 254,433 74,165
12 1925 | Computer Software 57,700 85,691 143,391 46,384 7,481 53,865 89,526
10 1930 | Transportation Equipment 1,409,920 483,870 158,171 1,735,619 1,299,977 71,291 158,171 1,213,097 522,523
10 1935 | Stores Equipment 0 0 0 0 0
8 1940 | Tools, Shop and Garage Equi 312,209 12,035 8,000 316,333 259,410 7,432 8,000 258,842 57,491
0 1945 | Measurement and Testing Eq 0| 0 0 0 0
0 1950 | Power Operated Equipment 0 0 0 0 0
10 1955 | Cc ication Equipment 24,604 0 24,604 15,928 15,928 8,676
0 1960 | Miscellaneous Equipment 0 0 0 0 0
0 1970 | Load Controls - 0 0 0 0 0
0 1975 | Load Controls - 0 0 0 0 0
0 1980 | System Supenvisory Equipmer 0| 0 0 0 0
0 1985 | Sentinel Lighting Rentals 0 0 0 0 0
0 1990 | Other Tangible Property 0 0 0 0 0
1 1995 | Contributions and Grants (2,865,858)| (454,086) (3,319,944) (357,599) (125,255) (482,854) (2,837,091)
0 2005 | Property under Capital Lease 0 0 0 0 0
Total before Work in Proces: 19,230,886 1,600,199 166,171 20,664,914 11,679,852 726,586 166,171 12,240,266 8,424,648
WIP 0 Work in Process 0 0 0 0 0 0 0
Total after Work in Process 19,230,886 1,600,199 166,171 20,664,914 11,679,852 726,586 166,171 12,240,266 8,424,648

Less: Fully Allocated Depreciation

[ [ 1935 ] Transportation | Transportation 71,291
| | 1940 | Stores | Communication 7,432

Net Depreciation 647,863

2007 Actual Capital Projects (exceeding threshold):

The following Table 2-11 provides E.L.K.’s capital additions, exceeding the materiality threshold
of $50,000, by project, project type and USoA as well as the total projects, by USoA that fall
under the materiality threshold. Included in the projects under materiality are approximately 128
work orders for Residential, General Service and upgrades for services, metering and

transformers.
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Table 2-11
2007 Actual Capital Projects
Transformers
Harris United for Cottam &
Northstar Comm Royal Oak \Woodview Kingsville
USoA # |Description [CCA Class [CIS  Trucks Dunn Paving |Credit Union |Bacon Ph 4 B|Galos 1B Phase 4 Tiny Bubbles |Phase 1A [Meters Conversion _[Other Misc Labour Total
1830 [Poles, Towers and Fixtures $ 4,061 $ 2,210 5 90,792 |$ 97,064
Owerhead Conductors &
1835 |Devices $ 85 $ 1,467 5 107,873 [$ 109,425
1840 |Underground Conduit $ 7,660 $ 684 [$ 2,479 [$ 2,158 S 63,123 |$ 76,104
Underground Conductors &
1845 [Devices $ 6,883 |$ 179 |$ 16,819 $ 3,683 |5 200,624 228,187
1850 |Line Transformers $ 15,565 [$ 8,517 [$ 22,774 $ 20,472 |$ 1,391 $ 192,272 |$ 226,219 487,211
1855 |Senices $ 685 IS 87,428 88,113
1860 |Meters $ 2,004 $274,446 276,450
1908 _|Buildings & Fixtures $ 57,481.00 57,481
1915 |Office Furniture & Equipment $ 5,514 5,514
1920 [Computer Hardware $ 47,141 47,141
1925 [Computer Software $ 85,691 85,691
1930 | Transportation $483,870 483,870
1940 |Tools Shop & Garage Equipment 8 12,035 12,035
Contributions and Grants -
1995 [Credit -$ 130,958 [-$ 37,623 [-$ 71,688 -$ 213,817 IS 454,086
$
Total $ 85,691 | $483,870 | $ 57,481 | $ 36,259 [$ 8,696 |$ 43,955 |$ 128,478 |$ 10,625 |$ 70,297 |$274,446 |$ 192,272 |[$ 77,092 [$ 549,840 [$ 1,600,199

Project 2007: Purchase of Two Bucket Trucks and Pickup: Total Cost: $483,870

E.L.K. manages the replacement of vehicles by monitoring the vehicle utilization, future and

past maintenance costs.

E.L.K. purchased a new 42 foot Single Bucket truck to replace a 36 foot Single Bucket originally
purchased in 1988. E.L.K. also purchased a new 46 foot Single Bucket truck to replace a 1988,
50 foot Double Bucket originally purchased in 1996.

Project 2007: Metering, Smart Meter Pilot and Primary Metering Upgrade: Total cost
$274,446

This project involved the upgrade of old mechanical meters to new smart meters for commercial
and residential customers in order to meet requirements with respect to Measurement Canada;

and Upgrade wholesale meter points to be IESO compliant.
Project 2007: Purchase of Land and Paving of Parking Lot: Total cost — $57,481

E.L.K. entered into an Agreement of Purchase and Sale with the Town of Essex to purchase 0.2
acres of unserviced land adjacent to E.L.K.’s service centre in the Town of Essex for additional

parking and storage. Once acquired the property was excavated, curbed and paved.
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Project 2007: Conversion Upgrade/Rebuild to 27.6kV: Total cost $192,272

This project involved the purchase of transformers for the conversion/upgrade of E.L.K’s Cottam
Service Area from 8.32kV to 27.6kV and Kingsville Service area from 4.16kV to 27.6kV.
Cottam’s conversion was due to a station loading and service quality issue. Kingsville's
conversion was for the purpose of eliminating E.L.K.’s last remaining substation that is nearing

end of life.
Project 2007: Harris Northstar CIS — Total cost $85,691

This project involved the implementation and installation of E.L.K.'s new Harris Northstar CIS.
This cost represents approximately 50% of the total cost that was due upon signing of the

agreement.
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The 2008 Fixed Asset Continuity Schedule, Table 2-12 provides a summary of the additions and

disposals based on the OEB USOA classification. This schedule may also be

Revenue Requirement Model.

found in E.L.K.

Table 2-12
2008 Fixed Asset Continuity Schedule
Cost Accumulated Depreciation

CCA Opening Closing Opening Closing
Class | OEB Description Balance Additions Disposals Balance Balance Additions Disposals Balance Net Book Value
N/A 1805 | Land 2,112 2,112 0 0 2,112
CEC 1806 | Land Rights 0 0 0 0 0
1 1808 | Buildings and Fixtures 0 0 0 0 0
0 1810 | Leasehold Improvements 0 0 0 0 0
0 1815 | Transformer Station Equipmg 0| 0 0 0 0
1 1820 | Distribution Station Equipme| 142,098 142,098 142,222 (1,332) 140,890 1,208
0 1825 | Storage Battery Equipment 0 0 0 0 0
1 1830 | Poles, Towers and Fixtures 569,220 100,434 669,654 78,840 24,782 103,622 566,032
1 1835 | Overhead Conductors and De 5,620,644 202,574 5,823,218 3,375,312 223,745 3,599,057 2,224,161
1 1840 | Underground Conduit 696,101 217,031 913,132 79,845 32,187 112,032 801,100
1 1845 | Underground Conductors ant 6,592,568 126,543 6,719,112 3,503,416 249,042 3,752,458 2,966,653
1 1850 | Line Transformers 4,954,989 231,528 5,186,517 2,599,763 174,090 2,773,853 2,412,665
1 1855 | Senices 411,941 99,753 511,694 47,478 18,477 65,955 445,740
1 1860 | Meters 1,208,334 131,151 1,339,485 561,150 42,147 603,297 736,188
0 1865 | Other Installations on Custol 0 0 0 0 0
N/A 1905 | Land 171,765 171,765 0 0 0 171,765
CEC 1906 | Land Rights 2,545 400 2,945 2,725 0 2,725 220
1 1908 | Buildings and Fixtures 849,028 11,500 860,528 364,493 18,288 382,781 477,747
0 1910 | Leasehold Improvements 0 0 0 0 0
8 1915 | Office Furniture and Equipmgq 214,967 2,025 216,992 171,712 7,546 179,258 37,734
45 1920 | Computer Equipment - Hard 328,598 17,819 346,418 254,433 31,342 285,775 60,643
12 1925 | Computer Software 143,391 90,054 233,445 53,865 24,997 78,863 154,583
10 1930 | Transportation Equipment 1,735,619 63,307 1,798,926 1,213,097 92,314 1,305,410 493,516
10 1935 | Stores Equipment 0 0 0 0 0
8 1940 | Tools, Shop and Garage Eq 316,333 39,335 355,668 258,842 10,001 268,842 86,826
0 1945 | Measurement and Testing E 0| 0 0 0 0
0 1950 | Power Operated Equipment 0 0 0 0 0
10 1955 | Communication Equipment 24,604 24,604 15,928 1,646 17,574 7,030
0 1960 | Miscellaneous Equipment 0 0 0 0 0
0 1970 | Load Management Controls 0| 0 0 0 0
0 1975 | Load Management Controls 0| 0 0 0 0
0 1980 | System Supenisory Equipm 0| 0 0 0 0
0 1985 | Sentinel Lighting Rentals 0 0 0 0 0
0 1990 | Other Tangible Property 0 0 0 0 0
1 1995 | Contributions and Grants (3.319,044) (135,687) (3,455,631) (482,854) (137,154) (620,007) (2,835,624)
0 2005 | Property under Capital Leasq 0| 0 0 0 0
Total before Work in Proces| 20,664,914 1,197,767 0 21,862,682 12,240,266 812,117 0 13,052,384 8,810,298

[

wiP [ Work in Process 0 0 0 0 0
Total after Work in Process| 20,664,914 1,197,767 0 21,862,682 12,240,266 812,117 0 13,052,384 8,810,298

[ 1935 [ Transportation |

| 1940 [ Stores Equipment |

Less: Fully Allocated Depreciation

Transportation
Communication
Net Depreciation

2008 Actual Capital Projects (exceeding threshold):

The following Table 2-13 provides E.L.K. capital additions, exceeding the materiality threshold

of $50,000, by project, project type and USoA as well as the total projects, by USoA that fall

under the materiality threshold. Included in the projects under materiality are approximately 125
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work orders for Residential, General Service and upgrades for services, metering and

transformers.
Table 2-13
2008 Actual Capital Projects
Harris General General
Northstar Service Service Cottam Kingsville
USoA # |Description CCA Class |CIS Trucks Customer #1 |Customer #2 |Bacon Ph 4C |Conversion |Conversion |Other Misc [Labour Total
1830 |Poles, Towers and Fixtures $ 3,444 $ 6,262 $ 90,728 |$ 100,434
Overhead Conductors &
1835 |Devices $ 4,285 | $ 429 $ 5,537 | $ 3,162 $ 189,160 [$ 202,574
1840  |Underground Conduit $ 130,055 |$ 3,569 | $ 1,160 | $ 6,221 | $ 27,745 $ 48,281 |$ 217,031
Underground Conductors &
1845 |Devices $ 30,297 | $ 13,346 | $ 10,199 | $ 12,265 | $ 26,345 $ 34,092 | $ 126,543
1850 |Line Transformers $ 36,019 | $ 10,410 [ $ 7,534 | $ 18,968 | $ 158,598 $ 231,528
1855 |Senices $ 2,946 | $ 4519 [ $ 12,343 $ 79,946 | $ 99,753
1860 |Meters $ 3,847 $ 1,363 $ 125,941 $ 131,151
1906 |Land Rights $ 400 $ 400
1908 |Buildings & Fixtures 11,500 11,500
1915 |Office Furniture & Equipment 2,025 2,025
1920 |Computer Hardware 17,819 17,819
1925 |Computer Software $ 90,054 90,054
1930 |Transportation Equipement $ 63,307 63,307
1940 |Tools Shop & Garage Equipment $ 39,335 $ 39,335
1985 |Sentinel Light Rentals $ -
Contributions and Grants -
1995 |Credit -$ 156,392 $ 20,705 -$ 135,687
$ -
Total $ 90,054 [$ 63,5307 [$ 184823 57,881 [$ 35474 [$  37,819[$ 76,220 [$ 376,323 [$ 442,207 [$ 1,197,767

Project 2008: Customer Driven Projects: New Connections - Total Cost $232,755

The capital costs are directly related to the underground/overhead system expansion of

transformers, underground cable, pole line and metering equipment. E.L.K. determines the

customer’s contribution to the expansion based on an economic evaluation in accordance with

the DSC. The developer is allowed to build the subdivision based on E.L.K.'s subdivision

agreement outlining specifications and the infrastructure is conveyed to E.L.K. for a transfer

price determined in accordance with the provisions of the DSC. New Services in 2008 included:

1. General Service Customer #1 — $174,874

2. General Service Customer #2 — $57,881

Applicable contributions are shown in Table 2-13.

Project 2008: Conversion Upgrade/Rebuild to 27.6kV, Phase 2: Total cost $76,220

Portions of E.L.K.’s Kingsville Service Area are supplied from the Kingsville DS owned by E.L.K.

Energy. The Kingsville DS is nearing end of life so as part of an ongoing initiative by E.L.K. to
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provide future capacity and higher efficiency an overhead/underground upgrade/rebuild from
4.16kV to 27.6kV was performed replacing poles, transformers and overhead conductor where

required.
Project 2008: Purchase of Dump Truck - Total Cost $63,307

E.L.K. manages the replacement of vehicles by monitoring the vehicle utilization, future and

past maintenance costs.

E.L.K. purchased a new 3 Ton Dump Truck to replace a 1 Ton Dump Truck originally purchased
in 1991.

Project 2008: Harris Northstar CIS — Total cost $90,054

Continued support and installation of E.L.K.'s new Harris Northstar CIS. This cost represents

the remaining 50% of the total cost.
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2009 Actual Capital Additions:

The 2009 Fixed Asset Continuity Schedule, Table 2-14 provides a summary of the additions and
disposals based on the OEB USo0A classification. This schedule may also be found in E.L.K.’s

Revenue Requirement Model.

Table 2-14
2009 Fixed Asset Continuity Schedule

Cost Accumulated Depreciation
CCA Opening Closing Opening Closing Net Book
Class | OEB Description Balance Additions Disposals Balance Balance Additions Disposals Balance Value
N/A 1805 | Land 2,112 2,112 - - 2,112
CEC 1806 | Land Rights - - -
47 1808 | Buildings and Fixtures - - - - -
13 1810 | Leasehold Improvements - - - - -
47 1815 | Transformer Station Equipment - - - - -
47 1820 | Distribution Station Equipment -| 142,098 142,098 140,766 62 140,828 1,270
47 1825 | Storage Battery Equipment - - - - -
47 1830 | Poles, Towers and Fixtures 669,654 62,309 731,962 103,622 28,042 131,664 600,298
47 1835 [ Overhead Conductors and Devic 5,823,218 106,483 5,929,700 3,599,057 229,942 3,828,999 2,100,701
47 1840 | Underground Conduit 913,132 132,682 1,045,814 112,032 39,184 151,216 894,598
47 1845 | Underground Conductors and D¢ 6,719,112 140,966 6,860,078 3,752,458 254,396 4,006,854 2,853,224
47 1850 | Line Transformers 5,186,517 131,201 5,317,718 2,773,853 181,345 2,955,198 2,362,520
47 1855 [ Senices 511,694 50,765 562,460 65,955 21,492 87,447 475,013
47 1860 | Meters 1,339,485 35,988 1,375,473 603,297 45,490 648,787 726,686
N/A 1865 [ Other Installations on Customer] - - - - -
N/A 1905 [ Land 171,765 = 171,765 - - 171,765
CEC 1906 | Land Rights 2,945 2,945 2,725 2,725 220
47 1908 [ Buildings and Fixtures 860,528 860,528 382,781 18,403 401,183 459,345
13 1910 [ Leasehold Improvements - - - - -
8 1915 [ Office Furniture and Equipment 216,992 5,323 222,316 179,258 7,913 187,171 35,144
10 1920 | Computer Equipment - Hardwarq 346,418 8,228 354,646 285,775 27,010 312,785 41,861
12 1925 [ Computer Software 233,445 5,387 238,832 78,863 41,088 119,951 118,881
10 1930 [ Transportation Equipment 1,798,926 73,521 1,872,447 1,305,410 87,689 1,393,100 479,348
8 1935 | Stores Equipment - - - - -
8 1940 | Tools, Shop and Garage Equipi 355,668 6,257 361,925 268,842 12,280 281,123 80,803
8 1945 | Measurement and Testing Equig - - - - -
8 1950 | Power Operated Equipment - - - - -
8 1955 | Communication Equipment 24,604 24,604 17,574 1,647 19,221 5,383
8 1960 | Miscellaneous Equipment - - - - -
47 1970 | Load Management Controls - Ci - - - -
47 1975 | Load Management Controls - Ut|
47 1980 | System Supenisory Equipment - - - - -
47 1985 | Sentinel Lighting Rentals
47 1990 [ Other Tangible Property - - - - -
47 | 1995 | Contributions and Grants (3,455,631) (189,711) (3.645,343) (620,007) (143,572) (763,579) (2,881,763)
0 2005 | Property under Capital Lease - - - - -
Total before Work in Process 21,862,682 569,399 - 22,432,081 13,052,260 852,414 - 13,904,673 8,527,408
WIP Work in Process - - - - -
Total after Work in Process 21,862,682 569,399 - 22,432,081 13,052,260 852,414 - 13,904,673 8,527,408
Less: Fully Allocated Depreciation
[ [ 1925 [ Transportation | Transportation
| | 1930 [ Stores Equipment | Communication

Net Depreciation 852,414

2009 Actual Capital Projects (exceeding threshold):

The following Table 2-15 provides E.L.K.’s capital additions, exceeding the materiality threshold
of $50,000, by project, project type and USoOA as well as the total projects, by USoA that fall
under the materiality threshold. Included in the projects under materiality are approximately 97
work orders for Residential, General Service and upgrades for services, metering and

transformers.
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Table 2-15
2009 Actual Capital Projects
General General General
Service Service Service Cottam
USoA # |Description CCA Class |Trucks Customer #1 |Customer #2 |Cooper Ph 3A [Customer #2 |Conversion |Other Misc |Labour Total

1830 |Poles, Towers and Fixtures $ 62,309 | $ 62,309

Owerhead Conductors &
1835 [Devices $ 12,275 $ 94,208 | $ 106,483
1840 [Underground Conduit $ 18,339 | $ 19,448 | $ 19,250 | $ 14,535 | $ 463 $ 60,646 | $ 132,682

Underground Conductors &
1845 [Devices $ 18,339 | $ 19,448 | $ 19,250 | $ 14,535 | $ 20,724 $ 48,669 | $ 140,966
1850 [Line Transformers $ 9,956 [ $ 10,558 | $ 10,450 | $ 7,890 | $ 27,834 | $ 64,513 $ 131,201
1855 [Senices $ 3,668 [ $ 3,890 [ $ 3,850 | $ 2,907 $ 36,450 | $ 50,765
1860 [Meters $ 2,096 [ $ 2,223 [$ 2,200 | $ 1,661 $ 27,808 $ 35,988
1908 [Buildings & Fixtures $ -
1915 [Office Furniture & Equipment $ 5,323 $ 5,323
1920 |Computer Hardware $ 8,228 $ 8,228
1925 |[Computer Software $ 5,387 $ 5,387
1930 [Transportation Equipement $ 73,521 $ 73,521
1940 [Tools Shop & Garage Equipment $ 6,257 $ 6,257

Contributions and Grants -
1995 |Credit $ 47,565 |-$ 8,639 $ 133,507 $ 189,711

$ -
Total $ 73521 (% 52,398 [ $ 55,567 | $ 7,435 | $ 32,889 [ $ 61,296 |-$ 15991 |[$ 302,282 [$ 569,397

Project 2009: Developer Driven Projects — Subdivisions: Total Cost $55,000

The following projects are directly related to the growth experienced in the Towns of Essex,
Kingsville and Lakeshore. The capital costs are directly related to the underground system
expansion and are required to accommodate the installation of these new
residential/commercial subdivisions. E.L.K. determines the customer’s contribution to the
expansion based on an economic evaluation in accordance with the DSC. The developer is
allowed to build the subdivision based on E.L.K.’s subdivision agreement outlining specifications
and the infrastructure is conveyed to E.L.K. for a transfer price determined in accordance with

the provisions of the DSC. Subdivisions energized in 2009 are:

1. Cooper Estates Phase 3A — $55,000

Applicable contributions are shown in Table 2-15.
Project 2009: Customer Driven Projects — New Connections —Total Cost $107,965

The capital costs are directly related to the underground/overhead system expansion of
transformers, underground cable, pole line and metering equipment. E.L.K. determines the
customer’s contribution to the expansion based on an economic evaluation in accordance with

the DSC. The developer is allowed to build the subdivision based on E.L.K.'s subdivision
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agreement outlining specifications and the infrastructure is conveyed to E.L.K. for a transfer

price determined in accordance with the provisions of the DSC. New Services in 2009 included:

1. General Service Customer #1 — $52,398
2. General Service Customer #2 — $55,567

Applicable contributions are shown in Table 2-15.
Project 2009: Conversion Upgrade/Rebuild to 27.6kV, Phase3: Total cost $61,296

E.L.K.'s Cottam Service Area is supplied from the Cottam DS owned by Hydro One. Hydro One
identified the station as being overloaded which was impacting the service quality of E.L.K.’s
customers. The options presented were a second feed at 8.32kV or a new feed at 27.6kV. As
part of an ongoing initiative by E.L.K. to provide future capacity and higher efficiency an
overhead/underground upgrade/rebuild from 8.32kV to 27.6kV was performed replacing poles,

transformers and overhead conductor where required.
Project 2009: Purchase of Two Hybrid SUV’s - Total Cost $63,307

E.L.K. manages the replacement of vehicles by monitoring the vehicle utilization, future and

past maintenance costs

E.L.K. purchased two new Hybrid SUV’s to replace 2 Pickup Trucks originally purchased in
1995 and 1996.
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2010 Actual Capital Additions:

The 2010 Fixed Asset Continuity Schedule, Table 2-16 provides a summary of the additions and
disposals based on the OEB USo0A classification. This schedule may also be found in E.L.K.’s

Revenue Requirement Model.

Table 2-16
2010 Fixed Asset Continuity Schedule

Cost Accumulated Depreciation
CCA Opening Closing Opening Closing Net Book
Class | OEB Description Balance Additions| Disposals Balance Balance Additions | Disposals Balance Value
N/A 1805 |Land 2,112 2,112 - - 2,112
CEC 1806 |Land Rights - - - - -
47 1808 |Buildings and Fixtures - - - - -
13 1810 |Leasehold Improvements - - - - -
47 1815 |Transformer Station Equipment - Nori - - - - -
47 1820 |Distribution Station Equipment - Norm 142,098 142,098 140,828 62 140,890 1,208
47 1825 |Storage Battery Equipment - - - - -
47 1830 |Poles, Towers and Fixtures 731,962 105,762 837,724 131,664 31,404 163,068 674,656
47 1835 |Owverhead Conductors and Devices 5,929,700 159,165 6,088,865 3,828,999 235,255 4,064,254 2,024,611
47 1840 |Underground Conduit 1,045,814 123,094 1,168,908 151,216 44,300 195,515 973,392
47 1845 |Underground Conductors and Devices 6,860,078 216,251 7,076,329 4,006,854 261,540 4,268,394 2,807,935
47 1850 |Line Transformers 5,317,718 107,790 5,425,508 2,955,198 186,125 3,141,323 2,284,185
47 1855 |Senices 562,460 67,317 629,777 87,447 23,854 111,301 518,476
47 1860 |Meters 1,375,473 26,120 891,791 509,802 648,787 8,509 599,210 58,086 451,716
N/A 1865 |Other Installations on Customer's Prer| - - - - -
N/A 1905 |Land 171,765 171,765 - - 171,765
CEC 1906 |Land Rights 2,945 2,945 2,725 2,725 220
47 1908 |Buildings and Fixtures 860,528 319 201,887 658,960 401,183 14,368 97,833 317,718 341,242
13 1910 |Leasehold Improvements - - - - -
8 1915 |Office Furniture and Equipment 222,316 20,593 242,909 187,171 8,954 196,125 46,784
10 1920 |Computer Equipment - Hardware 354,646 3,385 54 357,976 312,785 18,536 331,321 26,656
12 1925 |Computer Software 238,832 895 239,727 119,951 38,005 157,956 81,771
10 1930 |Transportation Equipment 1,872,447 1,872,447 1,393,100 86,859 1,479,959 392,489
8 1935 |Stores Equipment - - - - -
8 1940 |Tools, Shop and Garage Equipment 361,925 2,828 364,753 281,123 12,635 293,758 70,996
8 1945 |Measurement and Testing Equipment - - - - -
8 1950 |Power Operated Equipment - - - - -
8 1955 |Communication Equipment 24,604 11,227 35,831 19,221 2,006 21,226 14,604
8 1960 |Miscellaneous Equipment - - - - -
47 1970 |Load Management Controls - Customq - - - - -
47 1975 |Load Management Controls - Utility Pi - - - - -
47 1980 |System Supenisory Equipment - - - - -
47 1985 |Sentinel Lighting Rentals - - - - -
47 1990 |Other Tangible Property - - - - -
47 1995 |Contributions and Grants (3,645,343)|  (34,435) (3,679,777) (763,579) | (148,055) (911,634) (2,768,143)
2005 Property under Capital Lease - - - - -
Total before Work in Process 22,432,081 810,311 [ 1,093,732 22,148,659 13,904,673 824,357 697,043 14,031,987 8,116,673
Less: Sale of Harrow
WIP - - - - -
Total after Work in Process 22,432,081 810,311 | 1,093,732 22,148,659 13,904,673 824,357 697,043 14,031,987 8,116,673

Less: Fully Allocated Depreciatic

[ [ 1925 [ Transportation | Transportation
| | 1930 | Stores Equipment | Communication
Net Depreciation 824,357

2010 Actual Capital Projects (exceeding threshold):

The following Table 2-17 provides E.L.K.’s capital additions, exceeding the materiality threshold
of $50,000, by project, project type and USoOA as well as the total projects, by USoA that fall

under the materiality threshold. E.L.K. had approximately 117 new Residential and General
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Service services and individual upgrades that are included in the projects under the materiality
threshold.

Table 2-17
2010 Actual Capital Projects

General General General |General General
Service |Bruner/ [Service Coopers |Service |Service [Cottam Service
Customer |Angel Customer |Royal Oak |Ph Customer |Customer [Conversi |Kingsville |Customer
USoA # |Description CCA #1 Court #2 Ph 6A 3B #3 #4 on Conversion [#5 Other Misc |Labour Total
1830 |Poles, Towers and Fixtures $ 32,352 $ 73,410 |$ 105,762
Owerhead Conductors &
1835 [Devices $40,275 |$ 14,592 $ 104,298 [$ 159,165
1840 |Underground Conduit $ 13,205 ($ 8224 $ 21,723 |$ 41,835[$10,432 |$ 10,304 | $ 16,252 $ 36,156 |$ 6,897 -$ 5777 |$ 159,250
Underground Conductors &
1845 [Devices $ 17,606 | $10,965 [$ 28,963 | $ 55,780 | $13,909 [$ 13,739 |$ 21,669 [$ 6,303 |$ 20,870 |$ 9,196 $ 1,964 [$ 200,965
1850 |Line Transformers $ 8363 |$5208($ 13,758 |$ 26,495 |$ 6,607 [$ 6,526 |$ 10,293 [$ 5,302 $ 4,368 $ 86,920
1855 [Senices $ 3081[($1919($ 5069|$ 9761 ($ 2434 |$ 2404 |$ 3792 $ 1,609 $ 37,247 [$ 67,317
1860 [Meters $ 1,761 ($109|$ 2896 |$ 5578($ 1,391 |$ 1374 |$ 2167 $ 920 |$ 8,937 $ 26,120
1908 |Buildings & Fixtures $ 319 $ 319
1915 [Office Furniture & Equipment $ 20,593 $ 20,593
1920 [Computer Hardware $ 3385 $ 3,385
1925 |Computer Software $ 895 $ 895
1930 [Transportation Equipement $ -
1940 [Tools Shop & Garage Equipment $ 2,828 $ 2,828
1955 |Communication Equipment $ 11,227 $ 11,227
Contributions and Grants -
1995 [Credit -$ 8,096 |-$21,895 [-$ 30,183 |-$ 71,887 |-$28,502 |-$ 39,822 | $ = -$ 21,870 | $ 187,820 -$ 34,435
$ R
Total $ 35,920 [$ 5517 [$ 42,225|$ 67,562 |$ 6,271 |-$ 5475 |$ 54,173 |$84,232 |$ 71,618 [$ 1,121 |$ 236,004 [$ 211,142 |$ 810,311

Project 2010: Developer Driven Projects — Subdivisions: Total Cost $139,449

The following projects are directly related to the growth experienced in the Towns of Essex,
Kingsville and Lakeshore. The capital costs are directly related to the underground system
expansion and are required to accommodate the installation of these new
residential/commercial subdivisions. E.L.K. determines the customer’'s contribution to the
expansion based on an economic evaluation in accordance with the DSC. The developer is
allowed to build the subdivision based on E.L.K.’s subdivision agreement outlining specifications
and the infrastructure is conveyed to E.L.K. for a transfer price determined in accordance with

the provisions of the DSC. Subdivisions energized in 2010 are:

1. Royal Oak Phase 6A —$139,449

Applicable contributions are shown in Table 2-17.
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Project 2010: Customer Driven Projects — New Connections — Total Cost $126,581

The capital costs are directly related to the underground/overhead system expansion of
transformers, underground cable, pole line and metering equipment. E.L.K. determines the
customer’s contribution to the expansion based on an economic evaluation in accordance with
the DSC. The developer is allowed to build the subdivision based on E.L.K.'s subdivision
agreement outlining specifications and the infrastructure is conveyed to E.L.K. for a transfer

price determined in accordance with the provisions of the DSC. New Services in 2010:

1. General Service Customer #2 — $72,408
2. General Service Customer #4 — $54,173

Applicable contributions are shown in Table 2-17.
Project 2010: Conversion Upgrade/Rebuild to 27.6Kv, Phase 4: Total cost $84,232

E.L.K.’s Cottam Service Area is supplied from the Cottam DS owned by Hydro One. Hydro One
identified the station as being overloaded which was impacting the service quality of E.L.K.’s
customers. The options presented were a second feed at 8.32kV or a new feed at 27.6kV. As
part of an ongoing initiative by E.L.K. to provide future capacity and higher efficiency an
overhead/underground upgrade/rebuild from 8.32kV to 27.6kV was performed replacing poles,

transformers and overhead conductor where required.
Project 2010: Conversion Upgrade/Rebuild to 27.6kV, Phase 3: Total cost $71,618

Portions of E.L.K.’s Kingsville Service Area is supplied from the Kingsville DS owned by E.L.K.
The Kingsville DS is nearing end of life so as part of an ongoing initiative by E.L.K. to provide
future capacity and higher efficiency an overhead/underground upgrade/rebuild from 4.16kV to

27.6kV was performed replacing poles, transformers and overhead conductor where required.
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The 2011 Fixed Asset Continuity Schedule, Table 2-18 provides a summary of the additions and

disposals based on the OEB USo0A classification. This schedule may also be found in E.L.K.’s

Revenue Requirement Model attached as.

2011 Fixed Asset Continuity Schedule

Table 2-18

Cost Accumulated Depreciation
CCA Opening Closing Opening Closing Net Book
Class | OEB Description Balance Additions| Disposals Balance Balance Additions | Disposals Balance Value
N/A 1805 | Land 2,112 2,112 - - 2,112
CEC 1806 [ Land Rights - - - - -
47 1808 [ Buildings and Fixtures - - - - -
13 1810 | Leasehold Improvements - - - - -
47 1815 | Transformer Station Equipment - Normally Primal - - - - -
47 1820 | Distribution Station Equipment - Normally Primary| 142,098 142,098 140,890 62 140,952 1,146
47 1825 | Storage Battery Equipment - - - - -
47 1830 [ Poles, Towers and Fixtures 837,724 51,131 888,856 163,068 34,542 197,610 691,246
47 1835 [ Owerhead Conductors and Devices 6,088,865 186,167 6,275,032 4,064,254 242,162 4,306,416 1,968,617
47 1840 [ Underground Conduit 1,168,908 82,633 1,251,541 195,515 48,414 243,930 1,007,611
47 1845 [ Underground Conductors and Devices 7,076,329 170,663 7,246,993 4,268,394 269,279 4,537,673 2,709,320
47 1850 |[ Line Transformers 5,425,508 85,816 5,511,324 3,141,323 189,997 3,331,320 2,180,004
47 1855 [ Senvices 629,777 70,051 699,828 111,301 26,601 137,902 561,925
47 1860 | Meters 509,802 4,459 514,261 58,086 9,120 67,207 447,054
47 | 1860 | Meters (Smart Meters) B
N/A 1865 | Other Installations on Customer's Premises - - - - -
N/A 1905 | Land 171,765 171,765 - - 171,765
CEC 1906 [ Land Rights 2,945 2,945 2,725 2,725 220
47 1908 [ Buildings and Fixtures 658,960 2,880 661,840 317,718 14,399 332,118 329,722
13 1910 | Leasehold Improvements - - - - -
8 1915 [ Office Furniture and Equipment 242,909 242,909 196,125 8,450 204,575 38,334
10 1920 | Computer Equipment - Hardware 357,976 2,992 360,968 331,321 16,001 347,322 13,647
12 1925 | Computer Software 239,727 239,727 157,956 36,405 194,362 45,365
10 1930 [ Transportation Equipment 1,872,447 14,618 500 1,886,565 1,479,959 82,285 1,562,244 324,322
8 1935 | Stores Equipment - - - - -
8 1940 [ Tools, Shop and Garage Equipment 364,753 564 365,317 293,758 12,685 306,443 58,874
8 1945 | Measurement and Testing Equipment - - - - -
8 1950 | Power Operated Equipment - - - - -
8 1955 | Communication Equipment 35,831 35,831 21,226 1,972 23,199 12,632
8 1955 | Communication Equipment (Smart Meters) -
8 1960 | Miscellaneous Equipment - - - - -
47 1970 | Load Management Controls - Customer Premises - - - - -
47 1975 | Load Management Controls - Utility Premises - - - - -
47 1980 | System Supenisory Equipment - - - - -
47 | 1985 | Sentinel Lighting Rentals 5 B B B B
47 | 1990 | Other Tangible Property B B B B B
47 | 1995 | Contributions and Grants (3.679,777)| (191,644 (3,871,421) (911,634) | (152,576) (1,064,210) (2,807,211)
2005 Property under Capital Lease - - - - -
Total before Work in Process 22,148,659 480,331 500 22,628,490 14,031,987 839,799 - 14,871,786 7,756,705
WIP Work in Process - - - - -
Total after Work in Process 22,148,659 480,331 500 22,628,490 14,031,987 839,799 - 14,871,786 7,756,705
[ | 1925 T Transportation
| | 1930 | Stores Equipment Less: Fully Allocated Depreciati

2011 Actual Capital Projects (exceeding threshold):

Transportation
Communication
Net Depreciation

839,799

The following Table 2-19 provides E.L.K.’s capital additions, exceeding the materiality threshold

of $50,000, by project, project type and USoOA as well as the total projects, by USoA that fall
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under the materiality threshold. E.L.K. had approximately 138 new Residential and General
Service services and individual upgrades that are included in the projects under the materiality
threshold.

Table 2-19
2011 Actual Capital Projects
General General
Service Service
Customer Customer Cooper Ph Cottam Kingsville
USoA # |Description CCA Class | #1 #2 4A Cooper Ph 3B |Conversion Conversion Other Misc  |Labour Total
1830 |Poles, Towers and Fixtures $ 2,132 $ 48,999 | $ 51,131
Overhead Conductors &
1835 |Devices $ 29,346 | $ 13,181 $ 143,640 | $ 186,167
1840 |Underground Conduit $ 15532 [ $ 47,699 | $ 14,002 | $ 4,426 $ 974 | $ 82,633
Underground Conductors &
1845 |Devices $ 20,709 | $ 63,599 | $ 18,670 | $ 5,901 $ 9,848 $ 51,936 [$ 170,663
1850 |Line Transformers $ 9,837 | $ 30,209 | $ 8,868 | $ 2,803 | $ 18,400 | $ 15,699 $ 85,816
1855 |Senices $ 3,624 | $ 11,130 [ $ 3,267 [ $ 1,033 $ 50,997 | $ 70,051
1860 |Meters $ 2,071 | $ 6,360 | $ 1,867 | $ 590 -$ 6,429 $ 4,459
1908 |Buildings & Fixtures $ 2,880 $ 2,880
1915 |Office Fumiture & Equipment $ -
1920 |Computer Hardware $ 2,992 $ 2,992
1925 |Computer Software $ -
1930 |Transportation Equipement $ 14,618 $ 14,618
1940 |Tools Shop & Garage Equipment $ 564 $ 564
Contributions and Grants -
1995 |Credit -$ 16,613 |-$ 91,333 [-$ 44,720 -$ 38,978 -$ 191,644
$ R
Total $  35160]%  67,664]% 1,955 [ $ 14,752 [ $ 49,878 | $ 38,728 [ $ 24,353 [$ 296,546 [$ 480,331

Project 2011: Customer Driven Projects — New Connections —Total Cost $210,771

The capital costs are directly related to the underground/overhead system expansion of

10
11
12
13
14

15
16

17

transformers, underground cable, pole line and metering equipment. E.L.K. determines the

customer’s contribution to the expansion based on an economic evaluation in accordance with

the DSC. The developer is allowed to build the subdivision based on E.L.K.'s subdivision

agreement outlining specifications and the infrastructure is conveyed to E.L.K. for a transfer

price determined in accordance with the provisions of the DSC. New Services in 2011 include:

Applicable contributions are shown in Table 2-19.

1. General Service Customer #1 — $51,774
2. General Service Customer #2 — $158,997
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2012 Test Year Capital Additions:

The 2012 Test Year Fixed Asset Continuity Schedule, Table 2-20 provides a summary of the
additions and disposals based on the OEB USoA classification. This schedule may also be

found in E.L.K.'s Revenue Requirement Model.

Table 2-20
2012 Test Year Fixed Asset Continuity Schedule

Cost Accumulated Depreciation
CCA Opening Closing Net Book
Class OEB Description Balance Additions Disposals | Closing Balance|[Opening Balance | Additions Disposals Balance Value

N/A 1805 | Land 2,112 2,112 0 0 2,112
CEC 1806 | Land Rights 0 0 0 0 0
47 1808 | Buildings and Fixtures 0 0 0 0 0
13 1810 | Leasehold Improvements 0 0 0 0 0
47 1815 | Transformer Station Equipment - Normally Prim 0| 0 0 0 0
47 1820 | Di: ion Station i - Normally Prima| 142,098| 142,098 140,952 62 141,014 1,084
47 1825 | Storage Battery Equipment 0 0 0 0 0
47 1830 | Poles, Towers and Fixtures 888,856 21,000 909,856 197,610 35,984 233,594 676,262
47 1835 | Overhead Conductors and Devices 6,275,032 47,000 6,322,032 4,306,416 246,825 4,553,241 1,768,792
47 1840 | Underground Conduit 1,251,541 200,100 1,451,641 243,930 54,069 297,998 1,153,643
47 1845 | Underground Conductors and Devices 7,246,993 517,100 7,764,093 4,537,673 283,034 4,820,707 2,943,386
47 1850 | Line Transformers 5,511,324 399,590 5,910,914 3,331,320 199,705 3,531,026 2,379,888
47 1855 | Senices 699,828 88,200 788,028 137,902 29,766 167,669 620,359
47 1860 | Meters 514,261 21,260 535,521 67,207 9,635 76,841 458,680
47 1860 | Meters (Smart Meters) 1,574,204 1,574,204 137,875 105,478 243,354 1,330,850
N/A 1865 | Other Installations on Customer's Premises 0 0 0 0 0
N/A 1905 | Land 171,765 171,765 0 0 171,765
CEC 1906 | Land Rights 2,945 2,945 2,725 2,725 220
47 1908 | Buildings and Fixtures 661,840 14,500 676,340 332,118 14,574 346,691 329,648
13 1910 | Leasehold Improvements 0 0 0 0 0
8 1915 | Office Furniture and Equipment 242,909 2,500 245,409 204,575 7,102 211,677 33,733
10 1920 | Computer Equipment - Hardware 360,968 5,000 365,968 347,322 11,688 359,010 6,959
12 1925 | Computer Software 265,646 19,000 284,646 202,137 43,489 245,627 39,019
10 1930 | Transportation Equipment 1,886,565 89,250 1,975,815 1,562,244 88,715 1,650,959 324,856
8 1935 | Stores Equipment 0 0 0 0 0
8 1940 | Tools, Shop and Garage Equipment 365,317 25,000 390,317 306,443 13,909 320,352 69,965
8 1945 | Measurement and Testing Equipment 0 0 0 0 0
8 1950 | Power Operated Equipment 0 0 0 0 0
8 1955 | Communication Equipment 35,831 35,831 23,199 1,545 24,744 11,087
8 1955 | Communication Equipment (Smart Meters) 0 0 0 0 0
8 1960 | Miscellaneous Equipment 0 0 0 0 0
47 1970 | Load Management Controls - Customer Premis¢ 0| 0 0 0 0
47 1975 | Load Management Controls - Utility Premises 0 0 0 0 0
47 1980 | System Supenisory Equipment 0 0 0 0 0
47 1985 | Sentinel Lighting Rentals 0 0 0 0 0
47 1990 | Other Tangible Property 0 0 0 0 0
47 1995 | Contributions and Grants (3,871,421)| (703,250) (4,574,671) (1,064,210) (170,474) (1,234,684) (3,339,987)
2005 Property under Capital Lease 0 0 0 0 0
Total before Work in Process 24,228,613 746,250 0 24,974,863 15,017,437 975,107 0 15,992,544 8,982,319
WIP Work in Process 0 0 0 0 0
Total after Work in Process 24,228,613 746,250 0 24,974,863 15,017,437 975,107 0 15,992,544 8,982,319

24,601,738 Less: Fully Allocated Depreciation

[ | 1925 ] Transportation | Transportation
| | 1930 | Stores Equipment | Communication
Net Depreciation 975,107

2012 Test Year Proposed Capital Projects:

The following Table 2-21 provides E.L.K.’s capital additions by project, project type and USoA
for the 2012 Test Year.
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Table 2-21
2012 Test Year Proposed Capital Projects
Replace General General General
Trans Service Coopers Service Service |Comber Belle
Cottam Kingsville |Viscount |[in Customer |GalosPh 3 4B Customer |Jakana Customer|Microfit River Other General
USoA # DescrlEuon CCA C|Conversion [Conversion |Estates Inventory|Truck #1 oTC oTC #2 oTC #3 oTC Relocation |Misc Labour Total
1830 |Poles, Towers and Fixtures $ 21,000 [$ 21,000
Overhead Conductors &
1835 |Devices $ 14587 ($ 8,367 $ 24,046 [$ 47,000
1840 [Underground Conduit $ 30,100 |$ 18,655 |$ 21,000 $ 19,425 $ 10,920 [$ 100,000 5 200,100
Underground Conductors &
_545 Devices $ 30,000 |$ 135,817 39,243 E 26,884 31,000 |$ 571 37,711 [$ 571 14,120 [$ 150,000 51,183 517,10_
_550 Line Transformers $ 14,050 [$ 84,886 [$ 36,500 22,283 15,476 17,900 [$ 8,621 22,401 |$ 9,371 8,008 |$ 125,000 35,094 399,59
[ 1 855 |Senices ,934 4,554 5,200 |$ 57 , 714 |$ 57 2,504 |$ 25,000 38,180 88,20( 0_|
860 |Meters ,440 2,132 2,40( ,220 1,248 7,7 ,117 21,26( 0_|
908 Eulldlngs & Fixtures 14, 14,501
| 1 915 |Office Furniture & Equlgmen{ 2, 51
| 1 920 Comguter Hardware 5, , 0!
| 1 925 Comguter Software 19, 19,0
930 ansportation $ 89,250 89,2!
1940 |Tools Shop & Garage Equipment [$ 25,000 25,000
Contributions and Grants -
1995 |Credit -$ 86,000 |-$ 53,300 |-$ 60,000 |-$ 8,250 |-$ 55,500 [-$ 9,000 |-$ 31,200 |'$ 400,000 [$ 703,250
Total $ 14,587 |$ 52,417 [$ 220,703 [$ 36,500 [$ 89,250 |$ 16,000 [$ 14,400 [$ 17,500 |$ 1,000 [$ 31,970 [$ 1,000 [$ 5,600 |$ - [s 73,703 [$171,620 [$ 746,250

Project 2012: Developer Driven Projects — Subdivisions: Total Cost $232,670

The following projects are directly related to the growth experienced in the Towns of Essex,
Kingsville and Lakeshore. The capital costs are directly related to the underground system
expansion and are required to accommodate the installation of these new
residential/commercial subdivisions. E.L.K. determines the customer’s contribution to the
expansion based on an economic evaluation in accordance with the DSC. The developer is
allowed to build the subdivision based on E.L.K.’s subdivision agreement outlining specifications
and the infrastructure is conveyed to E.L.K. for a transfer price determined in accordance with

the provisions of the DSC. Subdivisions energized in 2012 are:

1. Galos Phase 3 (Placed in service Q3, 2012) — $67,700
2. Cooper Estates Phase 4B (Placed in service Q2, 2012) - $77,500
3. Jakana Phase 3, (To be placed in service Q4, 2012) — 87,470

Applicable contributions are shown in Table 2-21.
Project 2012: Customer Driven Projects — New Connections —Total Cost $102,000

The capital costs are directly related to the underground/overhead system expansion of
transformers, underground cable, pole line and metering equipment. E.L.K. determines the
customer’s contribution to the expansion based on an economic evaluation in accordance with

the DSC. The developer is allowed to build the subdivision based on E.L.K.'s subdivision
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agreement outlining specifications and the infrastructure is conveyed to E.L.K. for a transfer

price determined in accordance with the provisions of the DSC. New Services in 2012 include:
1. General Service Customer #1 (Placed in service Q3, 2012) — $102,000

Applicable contributions are shown in Table 2-21.

Project 2012: Conversion Upgrade/Rebuild to 27.6kV, Final Phase: Total cost $52,417

Portions of E.L.K.’s Kingsville Service Area is supplied from the Kingsville DS owned by E.L.K.
The Kingsville DS is nearing end of life so as part of an ongoing initiative by E.L.K. to provide
future capacity and higher efficiency an overhead/underground upgrade/rebuild from 4.16kV to
27.6kV was performed replacing poles, transformers and overhead conductor where required.

This project was completed Q3, 2012.
Project 2012: Town of Lakeshore Initiatives —Total Cost $400,000

Due to initiatives set by the Town of Lakeshore for streetscape beautifications E.L.K. is required
to bury all distribution assets along First Street and Notre Dame within a specified corridor. This
project is not in accordance with the Public Service Works on Highways Act as it is not a
relocation but rather a request to bury all overhead distribution assets to improve the esthetics
of a specified corridor. As such the Town of Lakeshore will bear all costs incurred by E.L.K. to
bury said distribution assets. At the time of filing this Application this project was confirmed for
the 2012 Test Year. In the event that it is not in service by the end of 2012, there will be no
impact on E.L.K.’s 2012 Test Year revenue requirement as the entire cost of this project will

have been contributed.

Project 2012: Live Front Transformer and Primary Underground Cable Replacement

Program-Viscount Estates- Total cost $220,703

The underground infrastructure within Viscount Estates is at or near life expectancy. Incidents of
failure have increased in the recent years. Availability of repair parts for the live front
transformers continues to diminish. It was decided to begin a replacement program of installing
new primary underground cable and dead front pad mounted transformers. 2012 is the

beginning of the project and is focused on the areas with the highest risk of failure. Design work
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is near completion with civil work to commence in Q3 with the project being completed mid Q4,
2012.

Project 2012: Purchase of Underground Service Truck - Total Cost $89,250

E.L.K. manages the replacement of vehicles by monitoring the vehicle utilization, future and

past maintenance costs

E.L.K. is purchasing a new 2 Ton Underground Service Truck to replace a 1 Ton Underground
Service Truck originally purchased in 1999. Request for proposal is set to be released in Q3

with the delivery of the vehicle prior to year end.
Accumulated Depreciation:

E.L.K. uses the straight line method of amortization using the half year rule to determine the
depreciation expense for all distribution assets on a pooled basis and identifiable assets
individually. A full year’s amortization is calculated on a straight line basis over estimated useful
life of the asset. E.L.K. Energy follows the amortization schedule provided at Schedule B of the
OEB’s 2007 Electricity Distribution Rate Handbook.

For the purposes of this Application, E.L.K. used the half year rule for calculating depreciation
expense for the 2012 Test Year. Details of E.L.K.’s depreciation by account number are
provided in the Fixed Asset Continuity Schedules as set out above, by year, in the Rate Base

section of this Exhibit.

Further information on E.L.K.’s depreciation expenses and continuity schedules are provided in
Exhibit 4 — Operating Costs.
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WORKING CAPITAL CALCULATION:
Overview:

E.L.K.’s working capital allowance is forecast to be $4,169,346 for the 2012 Test Year. E.L.K.
has not undertaken a Working Capital lead-lag study and as such has calculated its working
capital allowance using the 15% Allowance Approach in accordance with the Filing
Requirements. E.L.K. submits that its working capital calculations are not only consistent with
the Filing Requirements but are also consistent with OEB Decisions in distributors’ cost of
service applications approved in 2009, 2010 and 2011, where a utility specific lead-lag study
had not been undertaken. The working capital allowance is based on E.L.K.'s proposed 2012
Test Year controllable expenses and cost of power. E.L.K. has provided the calculations by the
Board’s USOA classification for each of 2006 Actual to 2011 Actual, and the 2012 Test Year in
Table 2-22 below.

The following Table 2-23 sets out E.L.K.’s year over year working capital variances for the six
years 2006 to 2011 Actuals and 2012 Test Year. E.L.K. notes that the 2006 Board Approved
working capital was determined through the 2006 EDR process and is based on the 2004 year
end OM&A and cost of power adjusted for Tier 1 Adjustments. Accordingly, the variance
between 2006 Actual and 2006 OEB Approved spans a two-year period. As apparent from

Table 2-23, the major variance in the change in working capital is in the year over year cost of

power.
Table 2-22
Summary of Working Capital Calculations
Description 2006 OEB Approved 2006 Actual 2007 Actual 2008 Actual 2009 Actual 2010 Actual 2011 Actual 2012 Test

Cost of Power 13,034,003 14,871,803 18,516,760 16,432,333 14,418,495 19,951,904 20,088,089 25,166,131
Operations 219,009 230,558 215,650 211,133 298,927 236,550 246,823 291,000
Maintenance 226,715 244,876 390,707 408,784 506,972 308,857 522,563 455,000
Billing & Collecting 503,735 513,809 538,534 800,194 846,728 710,772 795,381 775,064
Community Relations 6,479 13,421 20,335 16,882 14,124 15,930 3,795 10,000
Administration & General 1,044,349 795,730 762,787 735,060 831,441 809,795 849,160 1,075,446
Taxes Other than Income Taxes - 24,970 37,112 38,324 18,984 31,709 21,914 23,000
Working Capital 15,034,290 16,695,166 20,481,884 18,642,710 16,935,670 22,065,516 22,527,725 27,795,640
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Table 2-23
Working Capital Variances
2006 Actual 2007 Actual 2008 Actual 2009 Actual 2010 Actual 2011 Actual 2012 Test
Variance Variance Variance Variance Variance Variance Variance
from 2006 OEB from 2006 from 2007 from 2008 from 2009 from 2010 from 2011
Description Approved Actual Actual Actual Actual Actual Actual
Cost of Power 1,837,800 3,644,957 (2,084,426) (2,013,839) 5,533,409 136,185 5,078,042
Operations 11,549 (14,908) (4,516) 87,794 (62,377) 10,273 44,177
Maintenance 18,161 145,831 18,077 98,188 (198,115) 213,706 (67,563)
Billing & Collecting 10,074 24,725 261,660 46,534 (135,956) 84,609 (20,317)
Community Relations 6,942 6,914 (3,453) (2,758) 1,806 (12,135) 6,205
Administration & General (248,619) (32,943) (27,727) 96,381 (21,646) 39,366 226,285
Taxes Other than Income Taxes 24,970 12,142 1,212 (19,341) 12,725 (9,794) 1,086
Working Capital 1,660,876 3,786,717 (1,839,173) (1,707,040) 5,129,846 462,209 5,267,915

Cost of Power

E.L.K. has calculated cost of power for the 2012 Test Year based on the results of the load
forecast which is discussed in detail in Exhibit 3. The electricity prices used in the calculation
were the published prices in the OEB’s Regulated Price Plan Price Report — May 1, 2011 to
April 30, 2012, issued April 15, 2011. E.L.K. will update the electricity prices should the OEB

publish a revised Regulated Price Plan Report prior to a Decision.

The cost of power calculations for the 2012 Test Year and a cost of power summary are

provided in the following Tables 2-24 and 2-25.
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Table 2-24
2012 Test Year Cost of Power Forecast Calculation
Electricity - Commodity RPP 2012 2012 Loss
Class per Load Forecast RPP Forecasted Factor 2012
Residential 79,121,396 1.0791 85,379,898 | $0.08069 $6,889,304
General Senice < 50 kW 28,527,003 1.0791 [ 30,783,489 | $0.08069 $2,483,920
General Senice 50 to 4,999 kW 2,846,833 1.0791 [ 3,072,018 $0.08069 $247,881
Street Lighting 0 1.0791 [ 0| $0.08069 $0
Sentinel Lighting 0 1.0791 [ 0| $0.08069 $0
Unmetered Scattered Load 0 1.0791 [ 0] $0.08069 $0
Hydro One 0 1.0791 [ 0| $0.08069 $0
TOTAL 110,495,232 119,235,405 $9,621,105
Electricity - Commodity Non-RPP 2012 2012 Loss
Class per Load Forecast Forecasted Factor 2012
Residential 13,962,599 1.0791 15,067,041 | $0.07877 $1,186,831
General Senice < 50 kW 3,169,667 1.0791 [ 3,420,388| $0.07877 $269,424
General Senice 50 to 4,999 kW 68,323,994 1.0791 [ 73,728,422 $0.07877 $5,807,588
Street Lighting 1,905,461 1.0791 [ 2,056,183 $0.07877 $161,966
Sentinel Lighting 59,632 1.0791 [ 64,349 $0.07877 $5,069
Unmetered Scattered Load 187,824 1.0791 [ 202,681 | $0.07877 $15,965
Hydro One 42,996,782 1.0791 [ 46,397,828 $0.07877 $3,654,757
TOTAL 130,605,960 94,539,063 $11,101,599
Transmission - Network Volume
Class per Load Forecast Metric 2012
Residential kWh 100,446,939 $0.0058 $581,434
General Senice < 50 kW kWh 34,203,877 | $0.0052 $177,147
General Senice 50 to 4,999 kW kW 194,752 $2.1567 $420,014
Street Lighting kw 5,310 $1.6266 $8,637
Sentinel Lighting kw 166| $1.6266 $270
Unmetered Scattered Load kWh 202,681| $0.0052 $1,050
Hydro One kW 96,049 $2.1567 $207,144
TOTAL $1,395,696
Transmission - Connection Volume
Class per Load Forecast Metric 2012
Residential kWh 100,446,939| $0.0046 $461,425
General Senice < 50 kW kWh 34,203,877 $0.0042 $143,156
General Senice 50 to 4,999 kW kw 194,752 $1.6581 $322,923
Street Lighting kw 5,310 $1.2827 $6,811
Sentinel Lighting kw 166| $1.3096 $218
Unmetered Scattered Load kWh 202,681 $0.0042 $848
Hydro One kw 96,049 $1.6581 $159,261
TOTAL $1,094,642
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Wholesale Market Service
Class per Load Forecast 2012
Residential 100,446,939| $0.0052 $522,324
General Senice < 50 kW 34,203,877 $0.0052 $177,860
General Senice 50 to 4,999 kW 76,800,439 $0.0052 $399,362
Street Lighting 2,056,183 | $0.0052 $10,692
Sentinel Lighting 64,349| $0.0052 $335
Unmetered Scattered Load 202,681 $0.0052 $1,054
Hydro One 46,397,828 | $0.0052 $241,269
TOTAL 260,172,296 $1,352,896
Rural Rate Assistance
Class per Load Forecast 2012
Residential 100,446,939 $0.0011 $110,492
General Senice < 50 kW 34,203,877 $0.0011 $37,624
General Senice 50 to 4,999 kW 76,800,439 $0.0011 $84,480
Street Lighting 2,056,183 $0.0011 $2,262
Sentinel Lighting 64,349| $0.0011 $71
Unmetered Scattered Load 202,681 $0.0011 $223
Hydro One 46,397,828 | $0.0011 $51,038
TOTAL 260,172,296 $286,190
Table 2-25
2012 Test Year Cost of Power Summary
2012
4705-Power Purchased $20,722,704
4708-Charges-WMS $1,352,896
4714-Charges-NW $1,395,696
4716-Charges-CN $1,094,642
4720-Other Expenses $26,599
4730-Rural Rate Assistance $286,190
4750-Low Voltage $287,404
TOTAL 25,166,131
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SUMMARY

E.L.K. has provided explanations to address its actual capital investments for year 2006 to 2011
and provided details in support of 2012 Test Year capital and working capital requirements as

required in the Filing Requirements.

E.L.K. submits that its historical capital investment in its distribution system has primarily been
in response to the rapid growth of the Towns of Essex, Kingsville and Lakeshore and the
investment in its existing distribution system has been required to improve the efficiency and
reliability of its distribution system to ensure the safe and reliable supply of electricity that

E.L.K’s customer have come to expect.

E.L.K. further submits that its forecasted capital investments for the 2012 Test Year are
consistent with the required investments of prior years and are prudent and just in supporting
the continued growth in the Towns of Essex, Kingsville and Lakeshore and the continued safety

and reliability of its distribution system.
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APPENDIX 2-A

ASSET MANAGEMENT PLAN
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1 SUMMARY
1.1 The Purpose of the Plan

The purpose of this Distribution Asset Management Plan (DAMP) is to outline how E.L.K.
Energy Inc. (E.L.K. Energy) will develop, manage, and maintain its distribution system
equipment to provide a safe, reliable, efficient, and cost effective distribution system.

The DAMP identifies the major initiatives and projects to be undertaken over the planning period
to meet customer and stakeholder requirements. Preparation of the DAMP in this format is
intended to supplement E.L.K. Energy’s rate application for 2012 distribution rates to the Ontario
Energy Board (OEB).

1.2 Historical Perspective

When E.L.K. Energy was formed in 2000 by merging Essex Hydro, Lakeshore Hydro and
Kingsville Hydro there were three separate informal asset management plans in place. A plan
was quickly drafted to improve system reliability by converting 4.16kV distribution systems to
27.6kV.

The first station converted was a station leased from Hydro One that was approaching end of
life. This work was completed in 2001. Two additional stations were converted concurrently and
were completed in 2003 as they reached their end of life.

Hydro One approached E.L.K. Energy about an overload condition at their Cottam DS which
served E.L.K. Energy’s Cottam service area. E.L.K. Energy’s options were to receive a second
8.32kV feeder from another DS and add a second primary metering point for eight hundred
customers or Hydro One would provide a 27.6kV feeder. After reviewing the options and the
service reliability indices for the service area it was determined a complete conversion of the
service area to 27.6kV was the best option. The conversion then had a double benefit — Hydro
One’s distribution station would not be overloaded and at the same time the distribution lines
would be upgraded or rebuilt giving new life to the distribution system. This work commenced in
2005 and was completed in 2011.

The final station conversion was completed the summer of 2012. E.L.K. Energy now has no
distribution stations and serves their customers at 27.6kV with the exception of one service area
that is fed from two Hydro One 8.32kV distribution stations

1.3 Period Covered

The planning horizon of the DAMP is from 2012 to 2032. It is intended that the DAMP will be
reviewed on a periodic basis.

The planning horizon extends for a twenty (20) year period. This period was selected to match
Thunder Bay Hydro’s benchmark, which was disclosed in an Electrical Distributors Association
(EDA) Operations Council Forum on May 9, 2008 — “Asset Management for LDC’s - Getting the
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Plan Right from Conception to Completion”. The main focus of the plan is 2012 as the budget
for this year has been developed. A high level plan has been established for 2013 and beyond
and analysis tends to be more trend-related and based on asset end of life rates as detailed in
the Asset Condition Assessment. The Asset Condition Assessment is based on a planning
horizon of twenty (20) years and predicts the sustainment of assets through to 2032.

It is very likely that new developments, that are not identified here, will arise at any given time,
even in the short term of five (5) years.

1.4 Key Assumptions

The development of this DAMP is based on a series of key assumptions that are made as a
foundation for planning and forecasting predictions of future activities, whether to maintain,
replace or develop new assets (discretionary capital projects).

The key assumptions for this DAMP are as follows:

o Electricity growth rates will continue to be slow in the next five (5) years due to an
economy in recovery and the impact of the Conservation and Demand Management
(CDM) Programs in lowering demand and electricity usage.

o Recognition that the economies of the Towns of Essex, Kingsville and Lakeshore
depend on a secure and reliable supply of electricity.

¢ In the next five (5) years regulatory activities by the OEB will continue at the current
pace putting a heavy strain on E.L.K. Energy’s resources. Beyond this timeframe it is
hoped that some stability with regulatory requirements will consume fewer resources.

e The Green Energy Act which received Royal Assent on May 15, 2009 will require
significant investment in the distribution infrastructure in order to meet the “Smart
Grid” characteristics alluded to in the legislation.

e The installation of smart meters in 2010 will require significant investment to harness
the capability of the new metering devices and to promote the “Smart Grid”".

o With reference to the “Smart Grid” new technologies will be developed within the
planning horizon of this DAMP. However, at this time the specific nature of how
these new technologies would be developed to benefit E.L.K. Energy’s customers is
not known.

e Present service levels will continue to be maintained and will remain a balance
between customer needs, price-quality tradeoffs, and industry best practice(s).
Service levels will not be changed significantly due to introduction of new regulatory
requirements.

o E.L.K. Energy’s DAMP is a strategic document to convey future distribution system
development and maintenance plans to stakeholders.

o E.L.K. Energy’s asset management systems will continue to be developed in order to
process performance information to meet demand, capacity, security, and reliability
levels in a timely manner.
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o Compliance with relevant regulatory requirements as they pertain to electricity rates,
filing requirements, health & safety, and environmental protection will be maintained.

o Meet the requirements of E.L.K. Energy’s Shareholder by achieving the objectives
set down in E.L.K. Energy’s mission statement.

¢ Asset management planning involves forecasts based on information collected from
many sources. Distribution system development for the next year 2012 has been
established. The following three (3) years (2013 through 2015) are less certain and
the remaining years of the plan are based solely on trending. As the years pass a
regular review of this plan will ensure it is the best it can be.

Review of future achievement (apart from regulatory compliance) will be centered on the
following areas:

e Health & Safety Performance

e Economic Efficiency Performance

¢ Reliability Consistency and Improvement
e Environmental Performance

e Financial Performance

1.5 Asset Management Systems

Asset management systems used by E.L.K. Energy include inspection and maintenance
databases, paper records of inspection and maintenance activities, reliability database, asset
attribute databases and AutoCAD Map 3D.

E.L.K. Energy’s strategy with respect to asset management is to build the information system for
assets around AutoCAD Map 3D. Connectivity to other systems such as the databases
enhances the sophistication of the entire asset management product. E.L.K. Energy does not
have a SCADA system.

1.6 Distribution System & Asset Description

The E.L.K. Energy distribution system supplies approximately 11300 customers throughout the
Towns of Essex, Kingsville and Lakeshore. These customers are supplied by three (3) Hydro
One owned transformer stations (TS’s) and one (1) Hydro One owned distribution station (DS)
which deliver 27.44GWh of billed energy at a maximum demand of 64.00MW. (Figures from
2011).

The service area of E.L.K. Energy covers 22.22 square kilometers and is comprised of six
non-contiguous service areas, serving the former municipalities of Belle River, Comber, Cottam,
Essex, Harrow and Kingsville.

A breakdown of the assets in terms of their original cost is shown in Appendix A and a map of
the service territory shown in Appendix B.
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1.7 Service Levels

E.L.K. Energy abides by the OEB prescribed levels of service and reliability standards dictated
by the following:

o Chapter 15 of the 2006 Electricity Distribution Rate Handbook — Service Quality
¢ Regulation and,
e Amendments to the Distribution System Code - Board File No. EB-2008-0001.

1.8 Network Development Plans

Asset enhancement and development projects have been identified and details are outlined in
the capital budget for 2012. Trended capital budgets have been prepared for years 2013 thru
2014.

1.9 Life Cycle Asset Management

Information about E.L.K. Energy’s asset attributes and condition data are held within databases,
various paper records and files. Asset conditions are assessed by various inspection and
maintenance activities. These activities are analyzed to determine what appropriate
maintenance intervals best suit the asset. Detailed attribute condition information is presently
being collected and with time the confidence level of this information will improve.

Operational and maintenance expenditures are outlined in the O&M budgets for 2012.

1.10 Risk Management

E.L.K. Energy’s Distribution System Maintenance and Inspection Program document is aimed in
part to protect the public from physical, electrical, and environmental hazards by maintaining a
schedule of regular asset inspections or maintenance activities.

Ontario Regulation 22/04 - Electrical Distribution Safety is a key regulation which requires E.L.K.
Energy and all other LDCs to maintain distribution standards, material standards, and
construction verification programs to safeguard the public from hazards associated with the
distribution system. The Electrical Safety Authority (ESA) is responsible for enforcing the
regulation and this is done through a system of annual audits and regular field inspections.

E.L.K. Energy promotes excellence in health and safety management in order to prevent losses
to people, assets, environment, and reputation. Keys to this H&S Management system are the
evaluation of risk for all workplace hazards, regular H&S meetings with staff, and feedback on
losses or near losses occurring in the workplace. Written emergency response procedures have
been prepared as follows:

e Distribution System Emergency Contingency Plan
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E.L.K. Energy will follow all regulatory requirements and guidelines to ensure the distribution
system has a low risk impact on the environment.

1.11 Evaluation of Performance

Formal performance benchmarks have not been established at E.L.K. Energy. However, a
number of initiatives have been undertaken to develop data systems from which performance
measures can be developed. As initiatives are implemented more data is available for analysis
which will lead to better information. Once a better stream of information is available specific
performance indicators can be created. E.L.K. Energy’'s philosophy is one of continuous
improvement and the evaluation of performance is one area where more development activity is
required.

2 Background and Objectives
2.1 Purpose of this DAMP

The purpose of the DAMP is to provide a management framework to ensure that E.L.K. Energy:

e Maintains service levels that will meet customer, community, and regulatory
expectations for its distribution system network.

o Understands what levels of distribution system capacity, reliability, and security of
supply will be required both now and in the future, and what issues will drive these
requirements.

e Have programs and procedures to manage all phases of the distribution system life
cycle from inception to retirement.

o Has considered the management of the distribution system in terms of the best risk
management practices with the ultimate goal of minimizing identified risks.

o Has made adequate provisions to fund all phases of the distribution system asset life
cycle.

o Makes decisions based on structured business strategies and models.

e Has a continuously improving knowledge of its assets with respect to locations, age,
condition, capacity, and attributes.

This DAMP is not intended to be a detailed description of E.L.K. Energy’s distribution system
assets, but it is intended to be a description of the thinking, the policies, the strategies, the
plans, and the resources that E.L.K. uses to manage the assets.

2.2 Planning and Operating Contexts

All of E.L.K. Energy’s distribution system assets exist within a strategic context that is shaped by
a wide range of issues including E.L.K. Energy’s Vision and Mission, this DAMP, regulatory
environment, government policy objectives, commercial pressures, and technology trends.
E.L.K. Energy’s distribution assets are also influenced by technical regulations (i.e. —
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construction and clearance standards), asset deterioration, and various risk exposures
independently of the strategic context.

2.2.1 Strategic Context

E.L.K. Energy’s strategic context includes many issues that range from the local and Canadian
economy to developing technologies. Issues which are considered to impact this DAMP
include:

e The prevailing regulatory environment which constrains electricity rates and rates of
return, requires stable or improving reliability indices, and requires complex reporting
of financial and operating performance.

e Government policy objectives such as the implementation of conservation and
demand management programs, smart meters and the introduction of the Green
Energy Act.

o E.L.K. Energy’s commercial goals.

e Local, national, and global economic cycles.

¢ Interest rates and the general business confidence in the Towns of Essex, Kingsville
and Lakeshore service areas which influence the rates at which new customers
connect to lines.

e Ensuring sufficient funds and skilled people are available in the short, medium, and
long term to resource E.L.K. Energy’s service requirements.

2.2.2 Independence from Strategic Context

While E.L.K. Energy’s assets and asset configuration will be shaped by the strategic issues
identified above in “Strategic Context” that are relevant to its stakeholders, it is also important to
recognize that the assets will also be influenced (and sometimes constrained) by issues that are
independent of the strategic context. For example the rate at which wooden poles rot is
independent of the scarcity of skilled contractors. This issue may constrain the rate at which
E.L.K. Energy replaces rotten poles, but it does not influence the rate of rot.

Samples of issues that are independent of E.L.K. Energy’s strategic context include:

e Technical regulations including Regulation 22/04 — Electrical Safety and the new

e Regulations on Farm Stray Voltage.

e Asset configuration, condition, and deterioration — these parameters will significantly
limit the rate at which E.L.K. Energy can invest in upgrades or enhancements to the
distribution system.

e The physical characteristics of electricity systems which govern such fundamental
issues as voltage regulation, capacity, power flows, and faults.
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e Physical risk exposures — exposure to such events as wind, lightning, snowl/ice,
motor vehicle impacts, theft of copper, and unwanted human interference are

independent of strategic context.

e Health and safety requirements such as line clearances and grounding of equipment.

2.3 Key Planning Documents
2.3.1 Vision and Mission Statements

E.L.K. Energy’s vision and mission statements are as follows:
E.L.K. Energy’s vision is:

e be adaptable;

e continue to provide economical efficient energy;

e be in business for our customers;

e be alocally owned business;

e strive to be efficient in any new operation to meet our customers' needs; and
e partner with others to drive economies of scale and scope.

E.L.K. Energy’s mission is:

e E.L.K. Energy Inc. is committed to provide the customers of the Towns of Essex,
Kingsville and Lakeshore with a safe and reliable electricity supply while operating
effectively and efficiently at an equitable cost.

o E.L.K. Energy Inc. will grow the business and increase shareholder value.

2.3.2 Strategic Plan

This DAMP is the main tool used to set the action plan for creating capital and
operations/maintenance budgets over the planning horizon.

2.3.3 Asset Strategy

The asset strategy of the Legacy HEC's, which until now, has not been formally documented as
an asset management plan, has been utilized to varying degrees. The guiding principles for
today’s distribution system asset strategy are:

¢ Maintain awareness of safety around electricity at the forefront for company,
customers, and the general public.

o Exploit the availability of lines constructed for 27.6kV to improve reliability and
electrical losses.

e As maintenance and construction occurs upgrade hardware on all distribution
equipment to facilitate a seamless transition to the 27.6kV feeder voltage.

¢ Design the distribution system with the intent of minimizing electrical losses.
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o Improve reliability of service to customers through effective maintenance plans and
planned replacement of assets at their end of life.

¢ Maintain power quality by implementing the modeling of the electrical distribution
system in AutoCAD Map 3D.

e Assist the connection of renewable embedded generation by identifying the
constraints and providing solutions which enable proponents to connect to the
distribution system.

2.3.4 Prevailing Regulatory Environment

The Electricity Distribution Industry in Ontario is regulated under the OEB Act (the OEB Act), the
Electricity Act, 1998, and the Electricity Restructuring Act, 2004 all of which are administered by
the OEB.

The OEB Act sets out the following guiding objectives for the OEB with respect to electricity:

e To protect the interests of consumers with respect to prices and the adequacy,
reliability, and quality of electricity service.

e To promote economic efficiency and cost effectiveness in the generation,
transmission, distribution, sale and demand management of electricity and to
facilitate the maintenance of a financially viable electricity industry.

These regulatory requirements dictate or heavily influence E.L.K. Energy’s rates, fees, and
return on equity. Rates are required, by legislation, to be approved by the OEB.

2.3.5 Government Policy Objectives

In May 2009 the Ontario Legislature passed Bill 150, the Green Energy and Green Economy
Act, 2009. This legislation is a framework legislation aimed at making fundamental changes to
the roles and responsibilities of local distribution companies (LDCs). This act will lead to a
number of supporting regulations required to implement the Act. The implications of the act will
likely result in significant asset expenditures by LDCs to support embedded generation and the
ideals of a “smart grid”. However, at this time it is too early to determine what impact this
legislation will have on capital investments and subsequent rates to support these expenditures.

2.3.6 Annual Business Planning

E.L.K. Energy produces or updates a number of key documents which support the annual
business planning process. These documents include the asset condition assessment and
detailed budgets. Going forward, this distribution asset management plan will also be reviewed.

2.3.7 Annual Budgets

Each year E.L.K. Energy produces an annual budget for the year ahead which reflects the costs
of individual projects and expenditures over the year. This budget is created by reviewing asset
and operational issues experienced in the past and anticipated for the future. This budget



E.L.K. Energy Inc.
EB-2011-0099

Exhibit 2
Tab 1

Appendix 2-A
Page 15 of 53
Filed: September 19, 2012

contributes to the long term alignment with the strategic context. It must be understood that this
alignment process is very much a moving target.

For the last two years and in support for E.L.K. Energy’s rate application in 2012, E.L.K. Energy
has produced budgets going forward two years. In addition to the detailed annual budget a
three year forecast (2012 plus two years) details trended costs over this period.

A critical activity for E.L.K. Energy (moving forward) is to ensure that the annual budget reflects
the fundamentals of this DAMP.

2.4 Period Covered by this DAMP

This DAMP covers a period from January 1, 2012 to December 31, 2032.

There is an obvious degree of uncertainty in any predictions of the future and as such the DAMP
contains a level of uncertainty. The influence of government regulation, ongoing adjustments to

LDC regulation by the OEB, customer growth, and the general state of the economy makes for
a substantial degree of uncertainty.

Accordingly E.L.K. Energy has established the following certainties to the timeframes of the
DAMP:

Timeframe Residential Commercial/lndustrial Embedded

Generation

Certain Little if any certainty Some certainty
Certain Little if any certainty Some certainty

Year 3 to 20 Some Certainty Little if any certainty Little if any
certainty

2.5 Managing Stakeholder Interests
2.5.1 Identifying Stakeholders

E.L.K. Energy is governed by a Board of Directors and has one shareholder, The Town of
Essex. Other stakeholders include:

o Electricity retailers, customers, and end consumers

e Contractors and service providers

e Distribution Supplier - Hydro One, as all of E.L.K. Energy’'s service areas are
embedded within the Hydro One distribution system

e Tree owners

e Government agencies such as the OEB, OPA, & IESO

¢ Land owners where E.L.K. Energy lines run
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E.L.K. Energy has contact with all of its stakeholders. Their suggestions provide opportunities
for E.L.K. Energy to conduct its business and provide perspective about rates and service
levels.

2.5.2 Accommodating Stakeholder Interests

Stakeholder interests can be viewed from a number of perspectives including financial stability,
electricity rates, and quality of supply, safety, and compliance. Financial stability is required to
ensure that shareholders and lending institutions have sufficient confidence to continue owning
and investing in E.L.K. Energy. Electricity rates provide the means for E.L.K. Energy to create
revenue and signal underlying costs. Not charging appropriate rates has economic implications
for both E.L.K. Energy and its customers. Quality of Supply includes emphasis on reliability with
respect to the number of interruptions, the duration of interruptions, the amount of flicker, and
the quality of voltage. Safety involves staff, contractors, customers, and the general public.
E.L.K. Energy must ensure the operation of the distribution system is safe for all. Compliance is
of critical importance to the ongoing safety and reliability of the E.L.K. Energy distribution
system.

E.L.K. Energy accommodates stakeholder interests as follows:

Interest How E.L.K. ENERGY accommodates stakeholder interests

E.L.K. Energy will ensure that the public is kept safe by ensuring alll
assets are structurally sound, live conductors have maintained at least
minimum clearances, enclosures are kept locked, and touch & step
potentials are kept to a minimum. E.L.K. Energy will ensure the safety of
its staff by implementing and continuously improving its safety
management program.

Electricity Rates E.L.K. Energy’'s revenue is constrained by regulatory requirements,
conservation and demand management activities, and the state of the
economy. Failure to collect enough revenue to fund reliable assets will
impact customers in a negative way. Conversely collecting too much
revenue penalizes customers and transfers a disproportionate proportion
of wealth to the shareholder. E.L.K. Energy’s pricing strategy must be
cost effective and at the same time be enough to continue to balance
distribution system security, capacity, reliability, and return on
investment.

OIEINNARSTIIo Il A customer survey was performed in 2006 and customers indicated that
they expect their utility to provide consistent, reliable energy, handle
outages and restore power quickly and make using electricity safely an
important priority.  For this reason E.L.K. Energy will continue to
effectively rebuild its infrastructure with funds available.
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Compliance E.L.K. Energy will disclose performance information as required by
regulators and ensure that safety issues are thoroughly documented.

EHEUCEIRSEL]IWA E.L.K. Energy will accommodate stakeholders’ needs for long term
viability by returning a dividend to the shareholders.

2.5.3 Managing Conflicting Interests

Conflicting interests will be managed as follows:

e Safety must be 1% Priority - Safety of staff, contractors, and the public will always be
the highest priority even if this means exceeding budgets or risking non- compliance.
e All other interests must be managed as the situation dictates and will out of necessity
be a balance of some proportion (not necessarily equal proportions) between the
interests:
e Quality of Supply — Customers want value and are willing to pay for a certain
level of quality.
o Electricity Rates — Rates reflect an appropriate balance between revenues
and expenditures.
¢ Compliance — Other than safety.
¢ Financial Stability — E.L.K. Energy must be financially viable or it will not exist
to manage other conflicts.

2.6 Accountabilities for Asset Management

E.L.K. Energy’'s accountabilities for asset management are reflected in the following figures
describing the corporate entities and corporate organizational structure with area of
responsibility.
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2.6.1 Accountability at Shareholder - Owner Level

E.L.K. Energy has one shareholder — The Town of Essex.

2.6.2 Accountability at Governance Level

E.L.K. Energy is governed by a Board of Directors and the Directors are appointed by the
Shareholders. E.L.K. Energy has eight directors, two of which are independent from any
affiliate.

2.6.3 Accountability at the Executive and Management Level

The Chief Executive Officer (CEO) is accountable to the Board of Directors and the
Management Level is accountable to the CEO through business goals, the development and
execution of annual budgets, and various standards & processes that apply to the distribution
system assets.

Accountability for financial and regulatory activities lies with the Director of Finance. This role
provides all financial reporting, assets funding provisions, and budgeting process for all phases
of the DAMP.

Accountability for managing the lifecycle of existing assets, the installation of new
developments, and the installation of new assets lies with the Operations Manager. This role
addresses long term planning issues such as capacity and security.

Accountability for the daily continuity and restoration of electrical supply lies with the Operations
Manager. This role provides control and dispatch for electrical restoration.

2.6.4 Key Reporting Lines
The Board of Directors governs E.L.K. Energy’s electrical distribution business and manages

this overall responsibility through the CEO.

The E.L.K. Energy Board of Directors meets monthly and receives monthly reporting from
management outlining financial, operational, and safety performance as well as the progress in
maintenance, operational, and capital programs.

2.6.5 E.L.K.Energy Operating Structure

2.6.5.1 Location

E.L.K. Energy’s operation is based in one centralized location at 172 Forest Ave, Essex. All
staff report daily to this location.

2.6.5.2 Engineering & Operations Group

The Operations Department provides a seamless design to build process which includes:
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e Planning and design for new capital works including all new connections to the
distribution system;

o Analysis of system configuration with such inputs as growth, new connections,
voltage levels, and capacity information with a view to optimize the configuration of
the distribution system;

¢ Operating, emergency response, connection services, maintenance services, and
capital construction services;

e Executes the design plans;

¢ Produces material requirements to be utilized and warehoused.

2.6.5.3 Finance Group

The Finance Department provides financial reporting & analysis, budget support, accounting,
rate design, and regulatory support to meet regulatory requirements.

3 Asset Management Systems
31 Asset Knowledge

Asset information is essential to a properly functioning asset management plan. E.L.K. Energy
has various records, both paper and electronic, which identify asset attributes and condition
data. The following table summarizes the status of the collection of asset attributes with respect
to each asset category (based on May 2011 information).

% Of Asset
Description of Asset Attributes
Known

% of Condition
Data Collected

Distribution Station
Transformers

Pole Mounted
Pad Mounted
20
Overhead Switches
Pad Mounted
Switchgear — —

Underground XLPE

The method of information collection and storage is a key component to successfully managing
the data from all assets. Records are kept in a number of formats — either paper based files,
d$tabase (MS Access-Db), or spreadsheet (MS Excel-Sp) based.
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3.2 Improving and Using Asset Knowledge

E.L.K. Energy’s strategy is to make the AutoCAD Map 3D platform the keystone of all
asset information. Currently asset data, for poles and distribution transformers, such as global
coordinates, asset number (unique ID #) and physical attributes are available or accessible
directly from the map. In the future E.L.K. Energy is confident that existing systems will be
continuously improved so that all information (asset attribute and condition data) for all assets
will be housed under the E.L.K. Energy format. This is essential in order to prepare meaningful
asset condition assessments on a regular basis upon which replacement and development
activities decisions can be made.

3.3 Key Systems and Processes

E.L.K. Energy’s key tool to manage asset knowledge is its AutoCAD Map 3D. This system in
conjunction with a number of connected databases and spreadsheets residing on the outside of
the main software platform contains the attributes for some of the distribution assets as noted in
the above table. In addition to the AutoCAD Map 3D and databases, a number of paper
records also exist which contain the asset information.

4 Summary of Assets Covered
4.1 Distribution Area

E.L.K. Energy’s distribution system covers approximately 22.22 square kilometers in the Towns
of Essex, Kingsville and Lakeshore. Within those towns, which cover a large geographic area in
southwestern Ontario, E.L.K. Energy has six non-contiguous service areas, serving the former
municipalities of Belle River, Comber, Cottam, Essex, Harrow and Kingsville. All of E.L.K.
Energy’s service areas are classified as urban. A map of the service areas is shown in
Appendix B.

Generally speaking the urban service territory is comprised of mostly residential development
with a supporting small commercial area and limited light industrial.

4.1.1 Demographics

4.1.1.1 Key Economic Activities

The Towns of Essex, Kingsville and Lakeshore service areas are predominantly residential
areas but are home to some small businesses.

4.1.1.2 Energy & Demand Characteristics

Key energy and demand figures separated into transformer station areas and based on
historical information from 2004 to 2011 are as follows:
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Station Maximum Maximum Long Term Long Term

Monthly Energy Monthly Trend GWh Trend MW
Usage GWh Demand MW

Belle River TS 4.317696
Comber DS 0.786217 3.83

Kingsville TS 14.580220 32.36
Lauzon TS 7.756887 17.88

4.2 Network Configuration

E.L.K. Energy is connected to the Ontario power transmission grid at four (4) transformer
stations which are owned by Hydro One (HO). E.L.K. Energy customers are supplied via seven
(7) 27.6kV and two (2) 8.32 kV feeder circuits which emanate out of these transformer stations.
Within the service territory of E.L.K. Energy there is one (1) E.L.K. Energy owned distribution
station fed from a 27.6kV circuit which supplies E.L.K. Energy customers with one (1) 4.16 kV
circuit. Responsibility for maintaining circuits lies with the respective owners of the equipment.

The basic configuration is shown below.

Hydro One | 143M4 E.L.K. Energy Hydro One
Belle River Owned 27.6kV Haycroft DS
TS Distribution F3
Feeders
feeder
E.L.K. Energy F2
S6M24 Owned 8.32kV Hydro One
Hydro One feeder E.L.K. Energy Distribution Comber DS
. Owned 27.6kV Feeders
Belle River R
TS > Distribution
56M29 Feeders
feeder E.LK. Energy 3M10
Owned 27.6ky  |feeder Hydro One
Distribution Belle River
3M7 Feeders TS
feeder
E.L.K. Energy [ 3IM5
Owned 27.6kv | Feeder
Distribution <
Feeders 3M1 E.L.K. Energy
Teeser Owned 27.6kV

Distribution

Feeders
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4.3 Assets by Category

E.L.K. Energy has the following major assets:

Description of Assets # of Assets

Distribution Station Transformers
Pole Mounted Transformers
Single Phase Pad Mounted Transformers

Three Phase Pad Mounted Transformers
Poles

Gang Operated Overhead Switches

Pad Mounted Switchgear

Underground XLPE Cable

The above data is current as of December 2011.

5 Managing the Existing Assets
Electricity assets like any other type of physical asset have a lifecycle. This section describes
how E.L.K. Energy assets are managed over their entire lifecycle from conception to retirement.

5.1 Maintenance Planning

E.L.K. Energy manages assets with the intent of providing a safe, efficient, reliable, and cost
effective electricity distribution system.

For example distribution transformers are manufactured with the intent that there is no need to
provide regular maintenance (maintenance free) for the duration of their lifecycle. Generally
speaking they remain in service providing continuous service until they reach the end of their
lifecycle — they fail in service.

At present E.L.K. Energy does not have a formal Maintenance and Inspection Program. All of
the distribution assets are inspected on a regular basis as prescribed in the DSC. The
inspections are documented on service orders and any maintenance required is forwarded to
the supervisor for assessment and or immediate address. It is E.L.K. Energy’s intention to have
a formalized program in place for 2013 to provide further asset condition documentation for the
DAMP.

This process will allow E.L.K. Energy to collect information and base future intervals on the
actual existing condition of the asset. In this way the cost to perform maintenance can be
optimized. The data collected from the maintenance provides valuable information upon which
to base repair work, refurbishment activities, and asset replacement schedules.

Line Clearing and Tree Trimming — Tree contacts are a major cause of distribution system
outages and momentary interruptions for E.L.K. Energy customers. E.L.K. Energy has a regular
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line clearing and tree trimming maintenance program. This program cycles through the service
territory on a four year basis.

5.2 Understanding Asset Lifecycles

Definition of Key Lifecycle Activities:

Activity Detailed Definition

Operations Involves changing the design parameters of an asset such as changes in
circuit configuration or setting a tap on a transformer. Does not involve a
physical change to the asset. Line clearing of trees is an operations activity.
\WETRIEIERINE Involves replacing consumable components on asset assemblies but not the
whole assembly. Generally these sub components wear out before the whole
assembly fails. For example an insulator on a pole assembly or an arc
snuffer/muffler on a gang operated load break switch.

SIS ENInERIM Involves replacing assets in terms of the assets listed under asset categories.
For example replacing a pole in a pole line.

Retirement Removes an asset from the distribution system. For example removing a
redundant pole line from service. By definition retirement would be a reduction
in the distribution system footprint.

53 Operating the Assets

Operational activities generally arise in dealing with distribution system issues when assets are
not operating as normal. For example a number of triggers exist as follows:

o Voltage levels too high or too low — outside of Canadian Standards Association
Voltage Variation Limits for circuits up to 1000V under “Normal Operating and
Extreme Operating Conditions”

e Fault current exceeds thresholds on protective devices such as reclosers, fuses, and
breakers

e Demand exceeds thresholds on protective devices and or the assets current carrying
capacity

e Customer concerns about the quality or reliability of electricity being supplied to them

5.4 Maintaining the Assets

As stated above, maintenance is primarily about replacing consumable components of assets.
Components wear out in a number of ways including oxidation, pitting or erosion of contact
surfaces, material rot, gasket degradation, pitting of insulators, etc. Continued operations of
devices which clearly exhibit component degradation will eventually lead to a failure in the
distribution system. What leads to failure is a complex interaction of parameters such as quality
of manufacture, quality of installation, age, operating hours, number of operations, loading
cycles, stress due to fault events, ambient temperature, contaminants, and the maintenance
performed during the life of the asset.
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Specific maintenance strategies such as run to failure or decisions to clean pad-mounted
switchgear have been developed primarily based on past maintenance histories or the lack
thereof and the information contained in the Asset Condition Assessment.

6 Service Levels

This section describes how E.L.K. Energy considers its service levels and relates them to the
distribution assets.

E.L.K. Energy assesses what customers’ preferences are by obtaining informal feedback from
customers during regular daily interactions with the utility. E.L.K. Energy considers service
levels to include a broad range of services including capacity, quality of electrical supply,
continuity, restoration, ground clearances to conductors, grounding of equipment (public safety),
and the absence of (radiant) interference. E.L.K. Energy considers customer preferences to fall
into three categories in order of priority as follows:

¢ Reliability — continuity and reliability of electrical supply

e Quality — the absence of momentary interruptions and non-standard voltage levels

o Process — answering the phone, processing regular utility transactions such as new
service connections & upgrades to electrical services, and outage notices

6.1 Service Levels - Reliability

The reliability of supply is primarily measured by three internationally accepted indices called
SAIDI, SAIFI, and CAIDI. They are defined as follows:

e SAIDI — System Average Interruption Duration Index — the length of outage
customers experience in the year on average — expressed as hours per customer
per year;

e SAIFI — System Average Interruption Frequency Index — the average number of
interruptions each customer experiences — expressed as # interruptions per year per
customer;

o CAIDI - Customer Average Interruption Duration Index — the speed at which power is
restored — expressed as average duration in hours per customer per year.
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E.L.K. Energy’s indices history is shown in the table below (includes loss of supply):

-—Teoer -

- With Loss of Supply

2500.0000 -~

2000.0000 -+

1000.0000 -+

E.L.K. Energy’s indices history is shown in the table below (excluding loss of supply):

Lelk:sine LIITI Y NTHAQNITILY THIVILICO VY

Year - Without Loss of Supply

e ———— = g - ———
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Year Rolling Average With Out Loss of
Supply

As shown by the graphs the trend in the indices numbers has decreased since 2004.

The reliability of supply is affected by E.L.K. Energy’'s sustainability programs (for existing
assets), discretionary capital projects, operating processes, and factors which are not under the
control of E.L.K. Energy such as weather disturbances and motor vehicle accidents.
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6.2 Causes of Outages

Since the beginning of 2002 E.L.K. Energy has been tracking the causes of outages. The
information source for these particular statistics is the same database that is utilized in
calculating the reliability indices in Section 6.1 above. The Outages by Cause for 2003 to 2011
are shown in two graphs as attached in Appendix D. Both sets of graphs reflect outages in terms
of the number of incidents that occurred each year by specific causes. It is E.L.K. Energy’s
intent to utilize this information as an input into the prioritization of both maintenance and capital
expenditures.

6.3 Service Levels - Quality

Issues with quality of supply usually result in customer complaints. Measuring the response and
actions to customer calls about poor quality is an indicator of the service level being provided.
In an overhead system the control of momentary interruptions is a difficult one to reduce with
any certainty because adverse weather along with tree and animal contacts affect this factor
considerably. However, regular tree trimming and the constant vigilance of eliminating system
defects through inspection and maintenance is believed to have a significant impact. Low
voltage is usually related to either a defective asset or a capacity issue.

6.4 Service Levels - Process

Process issues are generally the customer’s perception of how E.L.K. Energy goes about its
business. The primary measure for this is the receipt of customer complaints. In some cases
these are relatively easy to address with process management improvement practices, but they
may also be relatively expensive to implement. An example of this is the purchase of a new
phone system to generate a better interface with the customer. Specifically the following
services are measured:

e Connection of New Services

e Appointment Scheduling

e Appointments Met

o Rescheduling a Missed Appointment
o Telephone Accessibility

o Telephone Call Abandon Rate

o Written Responses to Enquiries

e Emergency Response

The above service levels are reported to the OEB as required annually.

6.5 Public Safety

Public safety in Ontario with respect to the electrical distribution system operated by E.L.K.
Energy is governed by Ontario Regulation 22/04 — Electrical Distribution Safety.
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7 Sustaining Existing Assets
7.1 Assets by Category

E.L.K. ENERGY'’s distribution assets are grouped as follows:

o Distribution Station Transformers

e Pole Mounted Transformers

¢ Pad Mounted Transformers — separated into single and three phase units
e Poles

e Gang Operated Overhead Switches

¢ Pad Mounted Switchgear

¢ Underground XLPE Cable

7.2 Asset Condition Assessment

The cornerstone of any asset management plan is to understand the type of assets, the number
of assets, and the condition of the assets owned by the corporation. All records were kept in
paper or spreadsheet form. As well, detail on the various asset numbers, attributes and their
condition were generally poorly documented or unknown. With the launch of Auto CAD Map 3D
and various database development projects, data collection and retention has improved
dramatically. Field work is continuing to improve the collection of data.

7.3 Sustainment Strategies
7.3.1 Pole Mounted Transformers
7.3.1.1 Results of Asset Evaluation

Pole Mounted Transformers as a whole constitute a very large asset base. The age and
condition of transformers is spread over a broad range (the transformers were installed between
1955 and 2012). E.L.K. Energy has used a Typical Useful Life (TUL) of twenty-five (25) years for
Pole Mounted Transformers. When 25 years is added to the year of manufacture the number of
potential replacements at end of life can be forecasted. This projection revealed 246
transformers that have met or exceeded the 25 year TUL criteria. This quantity of transformers
has been distributed over the twenty year replacement projection which added 12 units per year
starting from 2012 to 2026 and 11 units per year starting from 2027 to 2032.

Shown below is a bar graph indicating the above mentioned asset evaluation which shows the
number of Pole Mounted Transformers in E.L.K. Energy’s distribution system that have reached
or will reach their TUL of 25 years:
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7.3.1.2 E.L.K. Energy’s Sustainment Strategy

E.L.K. Energy’s sustainment strategy is predicated on the following factors:

e The distribution transformer requires no maintenance.

e The outage impact of an individual transformer failure is limited to a very small
number of customers and in some cases due to the rural nature of parts of the
service territory only one customer is involved.

These factors have led E.L.K. Energy to adopt the following strategy:

e Inspect and monitor condition.

¢ Replace when conditions dictate - such as cracked bushings, leaking oil, etc.

o Replace when unit fails — thus, on a reactive replacement basis.

e Closely monitor the number of failures occurring between 2011 and 2017, if failure
rates indicate an increasing trend change strategy to a preplanned replacement
program to minimize the financial and operational affects on the large number of
transformer replacements that could potentially occur between 2012 and 2021.

7.3.1.3 Budgets and Forecast

The relative costs in each year to replace units at end of life using an average unit replacement
cost of $5,500.00 would be as shown in the bar graph below:
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Year

o Replacements under a reactive approach are part of the Operations and
Maintenance budget.
o Replacements under a preplanned approach are part of the Capital Budget.

7.3.2 Single Phase Pad Mounted Transformers
7.3.2.1 Results of Asset Evaluation

Single Phase Pad Mounted Transformers as a whole constitute a large asset base. The age
and condition of transformers is spread over a broad range (the transformers were installed
between 1969 and 2012). E.L.K. Energy has used a TUL of twenty-five (25) years for Single
Phase Pad Mounted Transformers. When 25 years is added to the year of manufacture the
number of potential replacements at end of life can be forecasted. This projection revealed 230
transformers that have met the 25 year TUL criteria. This quantity of transformers has been
spread over the twenty year replacement projection which added 11 units per year starting from
2012 to 2031 and 10 units in 2032.

Shown below is a bar graph indicating the above mentioned asset evaluation which shows the
number of Single Phase Pad Mounted Transformers in E.L.K. Energy’s distribution system that
have or will reach their TUL of 25 years:
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7.3.2.2 E.L.K. Energy’s Sustainment Strategy

E.L.K. Energy’s sustainment strategy is predicated on the following factors:

e The single phase pad mounted distribution transformer requires very little
maintenance. Maintenance is generally confined to replacing faded warning labels
and potentially painting the units.

e The outage impact of an individual transformer failure is limited to usually 10 to
12 customers.

These factors have led E.L.K. Energy to adopt the following strategy:

e Inspect and monitor condition.

o Replace when conditions dictate - such as rusted tanks and frames, cracked
bushings, leaking oll, etc.

¢ Replace when unit fails — thus, on a reactive replacement basis

7.3.2.3 Budgets and Forecast

The relative costs in each year to replace units at end of life using an average unit replacement
cost of $11,500.00 would be as shown in the bar graph below:
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o Replacements under a reactive approach are part of the Operations and
Maintenance budget.
¢ Replacements under a preplanned approach are part of the Capital Budget.

7.3.3 Three Phase Pad Mounted Transformers
7.3.3.1 Results of Asset Evaluation

Three Phase Pad Mounted Transformers as a whole constitutes a very large asset base due to
dollar value. The age and condition of transformers is spread over a broad range (the
transformers were installed between 1972 and 2012). E.L.K. Energy has used a TUL of twenty-
five (25) years for three Phase Pad Mounted Transformers. When 25 years is added to the year
of manufacture the number of potential replacements at end of life can be forecasted. This
projection revealed 3 transformers that have met the 25 year TUL criteria. This quantity of
transformers has been spread over the twenty year replacement projection which added 1 unit
per year starting from 2012 to 2014.

Shown below is a bar graph indicating the above mentioned asset evaluation which shows the
number of Three Phase Pad Mounted Transformers in E.L.K. Energy’s distribution system that
have or will reach their TUL of 25 years:
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7.3.3.2 E.L.K. Energy’s Sustainment Strategy

E.L.K. Energy’s sustainment strategy is predicated on the following factors:

e The three phase pad mounted distribution transformer requires very little
maintenance. Maintenance is generally confined to replacing faded warning labels
and potentially painting the units.

¢ The outage impact of an individual transformer failure is limited to one service site —
either commercial or industrial.

These factors have led E.L.K. Energy to adopt the following strategy:

e Inspect and monitor condition.

o Replace when conditions dictate - such as rusted tanks and frames, cracked
bushings, leaking oll, etc.

o Replace when unit fails — thus, on a reactive replacement basis.

¢ Monitor conditions closely starting in year 2013, if failure rates indicate an increasing
trend change to a preplanned replacement program to minimize the financial and
operational affects.

7.3.3.3 Budgets and Forecast

The relative costs in each year to replace units at end of life using an average unit replacement
cost of $35,000.00 would be as shown in the bar graph below:
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o Replacements under a reactive approach are part of the Operations and
Maintenance budget.
¢ Replacements under a preplanned approach are part of the Capital Budget.

7.3.4 Poles
7.3.4.1 Results of Asset Evaluation

Poles by far have the largest number of assets within the distribution system. The age and
condition of poles covers the full range of possibilities from newly installed to sixty-five (65)
years of age. E.L.K. Energy’s inspection over the last few years has resulted in very few pole
replacements indicating that the overall pole condition is good.

E.L.K. Energy has used a TUL of twenty-five (25) years for Poles. When 25 years is added to
the year of manufacture the number of potential replacements at end of life can be forecasted.
This projection revealed poles that have met the 25 year TUL criteria in the years starting 2007
to 2011. This quantity of poles was spread over the twenty year replacement projection which
added 91 poles per year starting from 2012 to 2029 and 90 poles per year starting from 2030 to
2032.

Shown below is a bar graph indicating the above mentioned asset evaluation which shows the
number of Poles in E.L.K. Energy’s distribution system that have or will reach their TUL of 25
years:
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7.3.4.2 E.L.K. Energy’s Sustainment Strategy

E.L.K. Energy’s sustainment strategy is predicated on the following factors:

e The life expectancy of poles ranges from thirty-five (35) to seventy-five (75) years
and condition is affected by many factors such as the soil condition and loading.

o E.L.K. Energy’'s inspection procedure is regulated by the OEB and as poles are
inspected a determination is made as to whether they need to be replaced.

e A pole failure (depending on its function) can be a significant risk as the results of a
failure could injure the public and result in lengthy interruptions in service to a
widespread area and a large number of customers.

These factors have led E.L.K. Energy to adopt the following strategy:

e Inspect and monitor condition.
¢ Replace when conditions dictate replacement.
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e Continuing with the conversions from 4.16 kV and 8.32Kv to 27.6Kv distribution
system will eliminate a substantial amount of the older poles from the system.

7.3.4.3 Budgets and Forecast

The relative costs in each year to replace units at end of life using an average unit replacement
cost of $4,000.00 would be as shown in the bar graph below:

S900.000.00

o Replacements under a reactive approach are part of the Operations and
Maintenance budget.
o Replacements under a preplanned approach are part of the Capital Budget.

7.3.5 Gang Operated Overhead Switches
7.3.5.1 Results of Asset Evaluation

Gang Operated Overhead Switches are installed in various locations within the 27.6Kv
distribution system with a total of 17 switches installed. The age of gang operated switches is
spread over a broad range 1975 to 2005. Their conditions are generally unknown due to lack of
maintenance but because many switches are fairly new it is assumed that many are in very
good condition. E.L.K. Energy has used a TUL of twenty-five (25) years for Gang Operated
Overhead Switches. When 25 years is added to the year of manufacture the number of
potential replacements at end of life can be forecasted. This projection revealed that in the next
20 years no switch reached its TUL.

7.3.5.2 E.L.K. Energy’s Sustainment Strategy

E.L.K. Energy’s sustainment strategy is predicated on the following factors:
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e The life expectancy of gang operated overhead switches is in the range of sixty
(60) years.

o E.L.K. Energy’'s Inspection and Maintenance program for switches is expected to
begin in 2013. This program will allow better decision making in the near future with
respect to switch maintenance and replacement.

e A switch failure is low risk.

These factors have led E.L.K. Energy to adopt the following strategy:

¢ Inspect, maintain, and monitor condition.
o Replace when conditions dictate replacement — thus, a proactive replacement basis.

7.3.5.3 Budgets and Forecast

The relative costs to replace units at end of life would be $28,000 using an average unit
replacement cost.

o Replacement is part of E.L.K. Energy’s sustainment capital programs.
e The budgets for 2012 and 2013 do not have any replacements scheduled. The
forecast reflects no replacements required.

7.3.6 Pad Mounted Switchgear
7.3.6.1 Results of Asset Evaluation

E.L.K. Energy’s distribution system contains one (1) switchgear. The age of the switchgear is
twenty-two (22) years. The condition is very good as the condition of the switchgear is
monitored during the inspection process. E.L.K. Energy has used a TUL of twenty-five (25)
years for pad mounted switchgear. When 25 years is added to the age distribution the number
of potential replacements at end of life can be forecasted. This projection revealed that this unit
is reaching its TUL in the year 2015.

Shown below is a bar graph indicating the above mentioned asset evaluation which shows
when the Pad Mounted Switchgear unit in E.L.K. Energy’s distribution system will reach its TUL
of (25) years:
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7.3.6.2 E.L.K. Energy’s Sustainment Strategy

E.L.K. Energy’s sustainment strategy is predicated on the following factors:

e The life expectancy of pad mounted switch gear units is in the range of 25 years.

¢ Continue with the inspection program to allow better decision making with respect to
switch maintenance and replacement.

e The impact of a switch failure is significant risk. A significant customer outage would
likely occur and the safety of the public and staff would be potentially impacted.

These factors have led E.L.K. Energy to adopt the following strategy:

¢ Inspect, maintain, and monitor condition.

¢ Replace when conditions dictate replacement — thus, a reactive replacement basis.

e Monitor conditions closely on a three year bases, if failure rates indicate an
increasing trend change to a preplanned replacement program to minimize the
financial and operational affects.

7.3.6.3 Budgets and Forecast

The relative costs in each year to replace units at end of life using an average unit replacement
cost of $65,000.00 would be as shown in the bar graph below:
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o Replacements under a reactive approach are part of the Operations and
Maintenance budget.
¢ Replacements under a preplanned approach are part of the Capital Budget.

7.3.7 Cross-Linked Polyethylene (XLPE) Underground Cables
7.3.7.1 Results of Asset Evaluation

Cross-linked polyethylene (XLPE) underground cables are installed in mostly underground fed
residential subdivisions. A small portion of cable serves as distribution feeders from our
overhead distribution system where necessary. Their condition is generally very good. E.L.K.
Energy has used a TUL of twenty-five (25) years for underground cables. Records for annual
cable installations began in 2001. The first underground installations in E.L.K. Energy’s service
areas was in 1969. All cables installed prior to 2000 have been divided equally across the years
of 1969 to 2000. The cable values for the years 2001 to 2011 are actual values. When 25 years
is added to the date of installation the number of potential replacements at end of life can be
forecasted. This projection revealed that starting in 2012 a total of 23.94km of underground
cables will have reached their TUL of 25 years.

Shown below is a bar graph indicating the above mentioned asset evaluation which shows the
number of Underground Cables in E.L.K. Energy’s distribution system that will reach their TUL
of twenty-five (25) years
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7.3.7.2 E.L.K. Energy’s Sustainment Strategy

E.L.K. Energy’s sustainment strategy is predicated on the following factors:

o E.L.K. Energy’s Inspection and Maintenance program covers the terminations of
cable only — these are exposed in pad mounted equipment and riser poles. Cable
condition is only known for cables which fail in service. Failure information is tracked
as part of the “cause” in E.L.K. Energy’s reliability statistics. Cable replacement
decisions would be based on failure history

e The impact of a cable failure is minimal. Customer outages are likely to remain within
a residential subdivision and all cables can be isolated due to a loop system design
(there is usually another way to supply the load).

e The safety of the public is not likely to be impacted because the cables are buried
and not exposed.

These factors have led E.L.K. Energy to adopt the following strategy:

e Monitor the number of cable failures.
o Create a systematic replacement program when failure results indicate a systemic
failure of that particular age or type of cable — thus, a reactive replacement basis.

7.3.7.3 Budgets and Forecast

The relative costs in each year to replace cables at end of life using an average replacement
cost of $125.00 per metre would be as shown in the bar graph below:



E.L.K. Energy Inc.
EB-2011-0099

Exhibit 2

Tab 1

Appendix 2-A

Page 42 of 53

Filed: September 19, 2012

Underground Primary Cables

Dollars Annual Replacement Cost
$800,000.00
~ = [{=] 00 o ~ = [Xs] [+0] o ~

o Replacements under a reactive approach are part of the Operations and
Maintenance budget.

¢ Replacements under a preplanned approach are part of the Capital Budget.
7.4 Total Annual Cost for Asset Replacements

The total annual costs (without inflation projection) in each year to replace the above mentioned
assets listed in content 7.1 at end of life would be as shown in the bar graph below:
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The average annual asset replacement cost for the 20 year period is $1,306,994.

8 Prioritized Capital Projects

Apart from the sustainment of existing assets in the distribution system there are other types of
investment required in the distribution system. The first type can be called demand
expenditures and they are required to supply the needs of a new customer or to enhance
reliability in an area where system capacity is constrained. The second type of expenditure is
called prioritized. On an annual basis, E.L.K. reviews capital projects identified for potential
implementation and prioritizes each project based on defined criteria. All members of the
management team follow these criteria as they individually complete outlines of their
recommendations, which are then discussed by the full management team. After all
recommended projects are examined, they are listed in order from highest to lowest priority and
then moved forward based on an “as-needed” basis.

8.1 Typical Considerations in Developing New Prioritized Projects

Typically new assets are required as a result of the following drivers:

e Load Growth

e Security of Supply and Level of Redundancy
o Capacity of Assets

¢ Voltage Regulation

e Safety — Public and Staff

e Environmental Compliance
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8.1.1 Load Growth

Load growth is influenced by a number of factors including:

e Population Growth
e Economy
o Effectiveness of conservation programs

In order to determine how growth might affect the distribution system a number of areas need to
be analyzed. These include population forecasts, the number of new connections, the type of
connections, and historical demand.

8.1.1.1 Population Growth

As E.L.K. Energy’s customer base consists of 6 urban areas located in 3 municipalities there is
no historical population historical data or future forecasts to estimate the population growth.
Instead E.L.K. Energy utilizes historical customer counts to forecast future growth.

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

January 0854 10081 10182 10279 10402 10568 10671 10757 10841 10711 10981 11044
February 9861 10096 10199 10323 10407 10576 10672 10797 10851 10710 10987 11061
March 9886 10042 10220 10323 10418 10598 10690 10807 10847 10720 10999 11075
April 9904 10060 10228 10344 10443 10594 10690 10817 10874 10741 11015 11078
May 9923 10074 10227 10341 10436 10588 10710 10808 10862 10747 11014 11073

June 9951 10082 10227 10371 10445 10604 10716 10803 10842 10735 11020 11055
July 9972 10082 10239 10382 10445 10594 10708 10809 10812 10738 11014 11060
August 10009 10118 10258 10390 10468 10604 10731 10793 10784 10752 11023 11080
SECInlolsl® 10029 10114 10279 10400 10505 10619 10726 10820 10784 10736 11020 11162
October 10049 10145 10285 10407 10524 10637 10709 10822 10784 10741 11033 11211
N[e\eTlolsI@ 10078 10159 10291 10414 10524 10627 10736 10833 10851 11010 11044 11181
DITe=TlolsI@l 10081 10185 10299 10414 10556 10617 10744 10833 10851 10727 11047 11179
Average 9966 10103 10245 10366 10464 10602 10709 10808 10831 10755 11016 11105

The population is expected to rise by twenty-two (22) percent between 2012 and 2032 - on
average 1 percent per year.

8.1.1.2 Number of New Connections

E.L.K. Energy’s new connections slowed from 2005 — 2009 with the downturn in the economy.
New connections began to increase in 2010 and appear to be returning to near historical levels.
The following table shows the specifics. It should be noted that these connections represent low
voltage connections.
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2005 2006 2007 2008 2009 2010 2011 2012

January 8 8 17 14 9 10 10 7
February 21 5 13 8 6 6 4 9
March 4 7 8 4 7 6 5 4
April 15 10 4 10 7 3 9

May 13 13 14 14 12 8 4

June 10 17 13 10 8 17 9

July 14 13 7 7 3 8 22
August 13 8 15 18 6 16 35
September gk} 17 3 6 16 10 15
October 16 15 11 10 8 12 7
November g 12 9 7 7 8 12
December VA 11 9 9 7 11 6

Totals 148 136 123 117 96 115 138 20

8.1.1.3 Peak Demand

E.L.K. Energy has been recording the monthly demand peaks at each of the 3 TS’s and 1 DS.
The data from each station for the period from 2007 to 2011 is shown in the following graph:

70000.00
k

Yl cAnnn nin

Date

. J

The demand is based on hourly data provided from the IESO which is not adjusted for losses
and monthly peaks between stations are coincident. It is evident that there are no distinct
growth patterns in the peak demand for any of the TS’s or DS.
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8.1.1.4 Conclusion

Although the economy is currently very slow it is nonetheless expected to grow over the twenty
(20) year timeframe of this plan. At this time it is unclear how the population growth will
specifically affect the distribution system. Growth over the period from 2006 to 2010 has not
appreciably affected the peak demand. Future revisions of this plan will need to account for
potential growth as and when it materializes.

8.2 Capital Projects Prioritization Model

In the past E.L.K. Energy’s asset strategy was built on rebuilding 4.16kV distribution lines at
27.6kV to support the elimination of its aging 4.16kV distribution station. This program was
completed Q3, 2012. Prior to commencement of budget proceedings for 2014 E.L.K. Energy
will need to further develop a means to prioritize capital projects. Other utilities have developed
prioritization strategies either in house or through the assistance of third party consultants.
These strategies will be reviewed and E.L.K. Energy will prepare a model that takes into
consideration E.L.K. Energy’s specific circumstances.

It should be noted that sustainment type projects are not evaluated using this model.
Sustainment projects are not discretionary because an existing asset is at the end of its useful
life and must be replaced.

8.3 Past Capital Project Decision Process

Notwithstanding E.L.K. Energy’s asset strategy leading up to 2013 as noted above in Section
8.2 it is still necessary to evaluate individual projects based on a number of factors which are
specific to E.L.K. Energy’s service territory. In preparation for the setting budgets of the past the
following considerations were made to decide which projects should be included in any given
year:

Financial
e Reduction of future operating costs
e Reduction of losses

¢ Reliability

¢ Impact to SAIDI, SAIFI, and power quality (low voltage, etc.)
e Safety

e Public

o Staff

e Customer Relations
¢ Impact/effect on customers
o Regulatory
e Compliance with regulatory statutes
e Environmental
¢ Elimination of risk of contamination to the environment — oil spills
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Once the priorities are decided, a preliminary project design and estimate is made for each
project.

8.4 2012 and 2013 Prioritized Capital Projects

The prioritized projects in the 2012 and 2013 budgets were evaluated using best engineering
judgment based on the experience of the Operations Manager and the Line Subforeman. The
criteria used are noted above in Section 8.3

Please refer to Appendix D and Appendix E for more details on the prioritized projects for 2012
and 2013.

8.5 Five Year Forecast

As a result of E.L.K. Energy’s asset strategy leading up to 2013 a forecast was not necessary
as the projects were dictated by the need to eliminate 4.16kV distribution lines and the
expenditure in each year was kept relatively stable. A graph depicting the actual expenditures
(distribution assets not including smart meters) plus projections for 2011 and 2012 is shown
below. As shown in the graph the average expenditure over the years 2004 to 2012 (based on
CGAAP) is $775,331 and the median slightly below at $689,836.

E.L.K. Energy’s intention is to create a five year forecast to coincide with its newly developed
asset strategy. For purposes of supporting E.L.K. Energy’s cost of service rate application in
2012 a 2 year forecast has been developed using the data from the asset condition assessment
as a proxy for the approximate minimum cost in both 2013 and 2014. No specific projects are
yet available for 2013 or 2014.

At this time E.L.K. Energy is forecasting that for 2013 it will focus on eliminating all 8kV
distribution lines in the Comber service area as Hydro One intends to eliminate the 8KV
distribution station servicing it. After that is complete, E.L.K. Energy will focus on utilizing the
DAMP for a guide in creating and prioritizing asset replacement projects. As this DAMP
revealed, E.L.K. Energy will have to spend on average (minimum) of $1,306,994 per year
(without inflation projection) to replace aging assets in order to continue to provide a cost
effective, safe and reliable electrical service to its customers for the next twenty (20) years.
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Appendix A

Summary of Assets (as at December 31, 2011)

Category Original Cost % of Total

Distribution Stations $142,098 0.67%
Distribution Lines - Overhead $7,163,888 33.61%
Distribution Lines - $8,498,535 39.87%

Underground
Distribution Transformers $5,511,324 25.86%
oIl $21,315,845
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Appendix B

Service Territory Marked in Yellow



Appendix C

Outages by Cause
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Appendix D

Prioritized Capital Projects for 2012

Project Name - Cottam Voltage Conversion

o Complete secondary transfers from previous conversion project.
e Budgeted cost for above mentioned project is $14,587

Project Name - Kingsville Voltage Conversion and Distribution Station Decommissioning

e Complete the rear lot conversion of 2 transformer banks and 3 single phase
transformer once the ground can accept truck traffic.

e Decommission the Kingsville DS.

e Budgeted cost for above mentioned project is $52,417

Project Name - Viscount Estates Underground Primary Cable and Live Front Transformer
replacement

e Estimated 600 m of new primary underground cable installed by directional drill.
Cable is being replaced as it is at its end of life and failures are increasing.

o Estimated 6 pad mounts to replace 6 live front transformers to accept the new cable.
These transformers are at their end of life as well and repair parts are becoming
increasingly difficult to find. The removed transformers will be utilized for repair parts.

e Budgeted cost for above mentioned project is $202,703.
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Prioritized Capital Projects for 2013

Project Name - Comber Voltage Conversion

Estimated 5 new poles to be installed to replace existing poles.
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Estimated 20 new transformers to be installed to replace existing transformers.

Lower secondary bus and neutral.
Budgeted cost for above mentioned project is $256,794
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Introduction

On March 25, 2010, The Ontario Energy Board (“the OEB”) issued its Filing Requirements for Distribution
System Plans. As a condition of Licence, Ontario Distributors are required to file a Green Energy Act Plan as
part of their cost of service application.

The Filing Requirements distinguish between Basic and Detailed Green Energy Act Plans (“Plan” or “GEA Plan”)
and outline the specific information and level of detail which must be provided for each type of Plan.
Recognizing the importance of coordinated planning in achieving the goals of the Green Energy and Green
Economy Act, 2009 (the “GEA”), distributors must consult with embedded and host distributors, upstream
transmitters and the OPA in preparing their Plans. For both Basic and Detailed Plans, distributors are required
to submit as part of the Plan, a letter of comment from the OPA.

The OPA will review distributors’ Basic Plans to ensure consistency with regard to FIT and microFIT
applications received, as well as with integrated Plans for the region or the system as a whole.

E.L.K. Energy Inc. Basic Green Energy Act Plan

On April 23, 2012, the OPA received a Basic GEA Plan from E.L.K. Energy Inc. (“E.L.K. Energy”). The OPA has
reviewed E.L.K. Energy’s Plan and has provided its comments below.

OPA FIT/microFIT Applications Received

E.L.K. Energy’s Plan identifies that 6 Commercial FIT applications and 279 Residential microFIT applications
have been submitted to the OPA. Of these applications, E.L.K. Energy’s Plan identifies that 59 Residential
microFIT projects have been approved and connected as of December 31, 2011. These have been itemized in
Section 1.3: Current Renewable Generation, starting on page 4 of the Plan.

To date, the OPA has received and offered contracts to 8 capacity allocation exempt FIT applications totalling
approximately 1.87 MW that have identified themselves as connecting within E.L.K. Energy’s service territory.
Of these, 6 applications totalling approximately 1.45 MW remained active as of Q4 2011. Additionally, the
OPA has processed 239 microFIT applications totalling approximately 2.25 MW of capacity in E.L.K. Energy’s
service territory. Of these, approximately 0.56 MW have been offered a contract as of May 2012.

Upstream Transmission Constraints

There are no currently known transmission constraints applicable to E.L.K. Energy’s system.

Economic Connection Test Results

The OPA received a directive dated April 5, 2010 from the Minister of Energy with respect to the Feed-in Tariff
Program Review. The directive states that “[g]iven the transmission projects planned through the Long Term
Energy Plan and changes to the FIT Program, the OPA shall not run the Economic Connection Test”. A link to

the full directive is provided on the OPA’s website:
http://www.powerauthority.on.ca/sites/default/files/page/FIT-ReviewApril-2012.pdf
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Opportunities for Integrated Solutions

There are no known corresponding expansions among neighbouring LDCs that could be addressed through
integrated transmission solutions at this time.

Conclusion

The OPA finds that E.L.K. Energy’s GEA Plan is reasonably consistent with the OPA’s information regarding
renewable energy generation applications to date.

The OPA appreciates the opportunity to comment on E.L.K. Energy’s Basic GEA Plan.
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E.L.K. ENERGY INC. Basic

Green Energy Act Plan

1 Summary Information

1.1 Introduction

E.L.K. Energy Inc. (E.L.K. Energy) is a local distribution company (LDC) serving more
than 11,300 customers in the Towns of Essex, Lakeshore and Kingsville. Within these
towns, which cover a large geographic area in southwestern Ontario, E.L.K. Energy has
SiX non-contiguous service areas, serving the communities of Belle River, Comber,
Cottam, Essex, Harrow and Kingsville. In accordance with the Ontario Energy Board’s
(OEB) Filing Requirements (EB-2009-0397) E.L.K. Energy has prepared a Basic
Green Energy Act (GEA) Plan. The GEA Plan is based on current information and
represents E.L.K. Energy’s best efforts to enable the connection of renewable

generation facilities and to create a Smart Grid development strategy.

1.2 Current Situation

E.L.K. Energy distributes power from five transformer stations:

¢ Belle River TS — Owned by Hydro One (HO)
e Comber DS — Owned by Hydro One (HO)

e Haycroft DS — Owned by Hydro One (HO)

e Kingsville TS — Owned by Hydro One (HO)
e Lauzon TS — Owned by Hydro One (HO)

E.L.K. Energy uses one station to further transform its distribution voltage to the

4.16 kV level. The station is as follows:

e Kingsville DS

At this point in time E.L.K. Energy has no station restrictions imposed by HO. However

there are upstream feeder limitations on the Haycroft DS, serving the Comber Service
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Area, which will restrict any microFIT connections to this station. Additionally E.L.K.
Energy’s feeder from the Comber DS, serving the Comber Service Area is fully allocated
at 7% for an F class feeder so it is restricted for microFIT connections. The Kingsville
TS feeder servicing E.L.K. Energy’s Cottam Service Area, is fully allocated at 10% for an
M class feeder so it is restricted for microFIT connections.

1.3 Current Renewable Generation

Project applications submitted to the OPA include the following:

e 279 Residential microFIT

o 277 Solar PV
o 2Wind

e 6 Commercial FIT
o 6 Solar PV

Of the above projects the following have been approved and connected as of December
31, 2011:

e 59 Residential microFIT Solar PV

e 0 Commercial FIT

The distribution system has been virtually unaffected by the fifty-nine projects connected
thus far. In 2010 the rate of connections was slow likely due to the economy and
availability of contractors to install these types of installations. The number of
connections in 2011 increased sharply due to a forty-four unit microFIT cluster. E.L.K.
Energy’s forecast of connections is based on E.L.K. Energy’s experience to date
and requests for information from prospective generators. This GEA Plan includes
information on how the anticipated renewable connections will impact E.L.K. Energy’s

distribution system.

1.4 Current Information on Smart Grid Projects

The term “Smart Grid” has been used to describe a number of initiatives within the
electrical distribution, transmission, and generation environments. For distribution

utilities like E.L.K. Energy, Smart Grid projects are likely to centre on the following
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concepts:

e Optimization of the Distribution System
e Creating Self Healing Distribution Networks — Network Automation

e Distribution Intelligence — Monitoring the Network
¢ Two Way Communication Interfaces with the Customer

e Demand Control at the Customers Load — Home Area Networks

Smart Grid pilot projects, of all types, are being tested around the globe in various
jurisdictions and are very much in a preliminary discovery phase. Significant
impediments to the implementation of Smart Grid would include:

Consumer Concerns Over Privacy

e Social Concerns Over the Use of Distribution System Information (including
customer information)

e Limited ability of utilities to transform their networks in a short period of time

e Concerns over giving governments control over power using activities

e The cost benefit of projects

Given the uncertain nature of Smart Grid development E.L.K. Energy’s strategy will be to

adopt a very conservative approach to the implementation of Smart Grid projects.

1.5 Summary of Forecasted Expenditures

E.L.K. Energy has not forecasted any internal expenditures with respect to this GEA
Plan. All internal expenditures will be retained under the current rate structure. E.L.K.
Energy has forecasted $72,900 in 2012 for renewable energy expansion cost cap with

respect to this GEA Plan.

2 Detailed Assessment

2.1 Existing Conditions

As noted above, E.L.K. Energy distributes power from transformer stations owned by

Hydro One. Potential constraints on renewable connections from a TS/DS perspective
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are:

e Thermal Capacity
e Short Circuit Capacity

From a distribution system perspective potential constraints on renewable connections
are:
e Distribution Feeder or Line Capacity

e Thermal Capacity

E.L.K. Energy’s own distribution station is currently slated for de-commissioning by the
end of 2012 and therefore, limitations with respect to these stations will not be discussed.

In terms of the E.L.K. Energy electricity distribution system, E.L.K. Energy has
committed a long term strategy to rebuild most of its distribution infrastructure. The
core of this strategy was to convert older 4.16 kV & 8.13kV distribution equipment to
27.6kV. This work usually encompasses replacing the older equipment (poles,
transformers, and conductors) with equipment built to today’s standards with increased
clearances and capacities. This work is part of E.L.K. Energy’s regular capital
program and the 4.16kV distribution from E.L.K. Energy’s distribution substation is slated
to be completed by the end of 2012.

To date E.L.K. Energy has had no inquiries with respect to any renewable generation
in excess of 500 kW. Given that renewable generation programs have been available
for some time and have matured over a number of years it is likely that E.L.K. Energy
Service Areas will not be a centre for large scale solar or wind projects. This being said,
the focus in E.L.K. Energy will be FIT and microFIT projects (<500 kW) which are of a
much smaller scale than the large developments. E.L.K. Energy sees restrictions in
the near future in the development of FIT and microFIT projects as several of our

feeders are nearing the 7% or 10% peak feeder values.
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There may however, be limitations with respect to the transmission and distribution stations
owned by HO. E.L.K. Energy will continue to offer microFIT connections until formally notified
otherwise by HO. FIT connections are subject to impact assessments which will identify any

issues prior to an offer to connect.

There are expenditures included in E.L.K. Energy’s cost of service application for renewable
generation. This is in the form of renewable energy expansion cost cap. Expenditures of
$72,900 is for known projects in 2012.

E.L.K. Energy Inc. has established limits for the amount of generation on each of its seven
27.6kV M class feeders and two 8.13kV F class feeders. These capacities are based on 10%
and 7% respectively of the feeders peak load. The Peak Load and Available Generation

Capacity is noted in Table 1 below:

Table 1:

Station Feeder Voltage Peak Capacity Generation Existing Available Known
(kV) Load Allowance Capacity Generation Generation FIT

(kW) (%) (kW) (kW) Capacity Projects
(kW) (kW)

Belle River TS 456.17 859.65
Comber DS F2 8.13 1,159 7 81 80 1 487
Haycroft DS F3 8.13 551 7 39 0 0 10
Kingsville TS M1 27.6 7,223 10 722 0 722 133
Kingsville TS M5 27.6 9,760 10 976 0 976 1,177.41
Kingsville TS M7 27.6 8,450 10 845 0 845 520
Kingsville TS M10 27.6 2,581 10 258 249.5 8.5 472.175
Lauzon TS M24 27.6 7,888 10 789 31.2 757.8 195
Lauzon TS M29 27.6 8,824 10 882 7.41 874.59 190

The feeder capacities are subject to change due to ongoing connections.

2.2 Distribution System Development to Enable Renewable
Generation Connections

Renewable connections over the next five years have been estimated using 2010 and 2011’s
application and connection experience. As E.L.K. Energy has connected a forty-four unit
microFIT cluster in 2011, these connections will not be used in the forecast. Additionally the
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2012 forecast will contain the twenty-nine unit microFIT cluster with a signed Offer to Connect
and the eight unit microFIT cluster with a signed request for an Offer to Connect. There is a
high level of uncertainty about the accuracy of this method of estimation. However, there is
no methodology with which to predict future connections based on the limited experience
E.L.K. Energy has with renewable generation connections. The estimated number of
connections from 2012 onward and the actual connections through 2011 is as shown below
in Table 2.

Table 2;

Type of Project 2010 2011 2012 2013 2014 2015 2016

microFIT Wind-£10kW
FIT->10kW-<250kW
FIT->250kW-<500kW

It is anticipated that the above connections will be able to be connected using E.L.K.
Energy’s standard connection procedures. With the exception of a twenty-three unit microFIT
cluster and an eight unit microFIT cluster which will be connected in 2012. The microFIT clusters
are being developed on un-serviced residential developments and will be connected as a

standard residential development.

The estimated generation by type of project is indicated in Table 3 below:

Table 3:

Type of Project 2010 2011 2012 2013 2014 2015 2016

I SNRSIETMAVAS DIV 405 503.44 387.24 101.42 101.42 101.42 101.42
microFIT Wind-£10kW 0 0 8 0 0 0 0
FIT->10kW-250kW 0 0 0 250 250 250 250
FIT->250kW-<500kW 0 0 500 450 500 500 500

In Table 3 all values are in kW. For microFIT Solar PV the average of 9.22kW per installation
(from 2010 & 2011) was used to forecast future values. The microFIT clusters were not

included in the forecast.

From a distribution perspective it is expected that all future projects in the five year horizon
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(Table 3) will be able to be connected with available capacity providing the projects are

located in E.L.K. Energy’s service areas with remaining capacities.

2.3 Renewable Connection Project Costs

E.L.K. Energy has had marginal experience with the connection of fifty-nine microFIT
customers by the end of 2011. Of these connections forty-four were in a microFIT
cluster with no existing electrical servicing. The costs to connect these units was
established through an economic evaluation of the project which arrived at a per
unit cost of $2,270.53. The remaining fifteen microFIT projects primarily involved
changes to metering only, standard connection. To date the average cost for a standard
microFIT renewable connection has been $565 of which the customer contributed 100%
(contributed capital). These connections involved changes to metering only. It is anticipated

that future connections will be similar to E.L.K. Energy’s experience to date.

In terms of FIT projects, costs have not been established. These projects are not yet

developed enough to estimate.

2.4 Renewable Connection Enablers

E.L.K. Energy is committed to establishing a customer friendly process which enables
and promotes the efficient connection of renewable generation to the distribution system.
E.L.K. Energy plans to modify its web based processes to help generators find the information

they need to plan their project and to enable a seamless web application experience.

The number of applications and subsequent connections is not anticipated to require extra

resources over and above what currently exists in E.L.K. Energy’s organizational structure.

2.5 Smart Grid Development

E.L.K. Energy has been closely monitoring the development of Smart Grid projects in Ontario as
well as other jurisdictions such as in the United States. Smart Grid development projects are

for the most part in a discovery phase.

The feeders servicing E.L.K. Energy’s service areas are all owned by Hydro One. E.L.K.
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Energy has care and control of certain feeders within E.L.K. Energy’s licensed service area

while the remaining feeders are under the care and control of HO.

HQO’s feeders within E.L.K. Energy’s licensed service area transport E.L.K. Energy’s metered
electrons with load customers connected sporadically along said feeders. Presently there is no
opportunity for E.L.K. Energy to install any control or monitoring devices on these feeders. In
total these feeders account for 75% of E.L.K. Energy’s peak load and 68% of our customer

base.

The four feeders within E.L.K. Energy’s care and control service three communities. These
feeders account for 25% of E.L.K. Energy’s peak load and 32% of our customer base. By peak
load these feeders account for 17%, 2%, 1% and 5% of E.L.K. Energy’s peak load. By customer

base these feeders account for 22%, 2%, 1% and 7% of E.L.K. Energy’s customer base.

The feeder peak loads, customer base and LDC in control of the feeder is indicated in Table 4
below:

Table 4:

Station Feeder Voltage Peak Approximate Feeder Peak Customer
(kV) Load Customer Controlled Load Base
(kW) Base By (%)
Belle River TS V! 27.6 9418 2,450 E.L.K. 17% 22%
Comber DS F2 8.13 1,159 260 E.L.K. 2% 2%
Haycroft DS F3 8.13 551 120 E.L.K. 1% 1%
Kingsville TS M1 27.6 7,223 1,100 Hydro One 13% 10%
Kingsville TS M5 27.6 9,760 3,100 Hydro One 17% 28%
Kingsville TS M7 27.6 8,450 200 Hydro One 15% 2%
Kingsville TS M10 27.6 2,581 750 E.L.K. 5% 7%
Lauzon TS M24 27.6 7,888 1,600 Hydro One 14% 14%
Lauzon TS M29 27.6 8,824 1,600 Hydro One 16% 14%

E.L.K. Energy’s strategy will be to monitor development in the Smart Grid area and when
sufficient progress is made in this area will evaluate projects on an individual basis as it may
suit the needs of E.L.K. Energy’s customers. Before projects can be undertaken a full

cost benefit analysis must be completed.

It is anticipated that costs to monitor and keep up to date with Smart Grid development
Page 10 of 11



will be contained within E.L.K. Energy’s existing cost structure.
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OVERVIEW OF OPERATING REVENUE:

This Exhibit provides the details of E.L.K.’s operating revenue for 2006 Board Approved, 2006
Actual to 2011 Actual and the 2012 Test Year. This Exhibit also provides a detailed variance

analysis by rate class of the operating revenue components.

E.L.K. is proposing a total Service Revenue Requirement of $4,539,680 for the 2012 Test Year.
This amount includes a Base Revenue Requirement of $3,859,625 plus revenue offsets of

$680,055 to be recovered through Other Distribution Revenue.

A summary of operating distribution revenue is presented below in Table 3-1 and provides a
comparison of total revenues from the 2006 Board approved year to the 2012 Test Year.
Throughput Revenue:

Information related to E.L.K.'s throughput revenue includes details on the weather normalized
load forecasting methodology reflecting expected CDM results and a forecast of customers by

rate class based on the historical number of customers billed throughout the year.

A detailed variance analysis on the historical throughput revenue is also provided in this Exhibit.
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Other Revenue:

Other revenues include Standard Service Supply (SSS) Administration Charges, Late Payment

Charges, Miscellaneous Service Revenues and Merchandise and Jobbing Revenues.
A detailed variance analysis on other revenue is set out later on this Exhibit.

In the following table distribution throughput revenue excludes revenue from commodity sales
but includes the collection of revenue related to transformer allowance. From 2006 to 2009,
distribution throughput revenue includes revenue associated with the collection of Hydro One
low voltage charges. From 2010 onward, low voltage revenue has been separated out as a

separate line item.

Table 3-1: Summary of Operating Distribution Revenue
2012 Test at
2006 Board 2006 2007 2008 2009 2010 2011 Current 2012 Test at

Approved Actual Actual Actual Actual Actual Actual Rates Proposed Rates
Distribution Throughput Revenue
Residential $2,121,824| $2,278,947| $2,121,308| $2,848,845 $2,746,530[ $1,995,133| $1,917,697] $2,074,165 $2,536,483
General Service < 50 kW $212,827 $237,874 $221,420 $297,379 $292,141 $191,107 $182,517 $215,076 $448,761
Sgggri\';’ ervice 50 to $1,145,060| $1,197,876| $1,115017| $1497,717| $1,337,855| $997,220|  $855946  $891,709 $661,267
Sentinel Lighting $660 $653 $607 $815 $632 $413 $564 $42 $413
Street Lighting $3,807 $3,797 $3,535 $4,747 $3,092 $2,206 $563 $856 $129,221
Unmetered Scattered Load $3,374 $3,161 $2,943 $3,952 $3,164 $2,425 $2,054 $2,449 $3,210
Hydro One $52,472 $160,897
LV Revenue $198,741 $373,779 $287,404 $287,404
Total 3,487,553| 3,722,308 3,464,830 4,653,455 4,383,414 3,387,245 3,333,120 3,524,173 4,227,656
Other Distribution Revenue
Specific Service Charges $62,120 $44,778 $64,739 $41,352 $68,261 $52,826 $65,524 $66,000 $66,000
Late Payment Charges $67,219 $63,348 $78,293 $101,445 $146,753 $99,989 $127,882 $130,000 $130,000
Other Operating Revenues $55,129 $61,390 $76,379 $58,151 $18,745 $79,053 $66,689 $72,305 $72,305
gte';irc't?g:?e or $150,807| $649,783|  $639,642| $495052|  $526,001| $433,231| $513.834|  $411,750 $411,750
Total $335,275 $819,300 $859,053 $696,000 $759,760 $665,099 $773,929 $680,055 $680,055
Grand Total $3,822,828| $4,541,608| $4,323,883| $5,349,455| $5,143,174| $4,052,344| $4,107,049| $4,204,228 $4,907,711
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WEATHER NORMALIZED LOAD AND CUSTOMER/CONNECTION FORECAST

The purpose of this evidence is to present the process used by E.L.K. to prepare the weather
normalized load and customer/connection forecast used to design the proposed 2012 electricity

distribution rates.

In summary, E.L.K. has used the same regression analysis methodology used by a number of
distributors in previous cost of service rate applications to determine a prediction model. With
regard to the overall process of load forecasting, E.L.K. submits that conducting a regression
analysis on historical electricity purchases to produce an equation that will predict purchases is
appropriate. E.L.K. has the data for the amount of electricity (in kWh) purchased from the IESO
for use by E.L.K.'s customers. With a regression analysis, these purchases can be related to
other monthly explanatory variables such as heating degree days and cooling degree days
which occur in the same month. The results of the regression analysis produce an equation that
predicts the purchases based on the explanatory variables. This prediction model is then used
as the basis to forecast the total level of weather normalized purchases for the Test Year which
is converted to bill kwWh by rate class. A detailed explanation of the process is provided later in

this evidence.

During proceedings related to the 2009 and 2010 cost of service applications for a number of
other distributors, intervenors expressed concerns with the load forecasting process that was
proposed at the time by those distributors. During the review process of the 2009 cost of service
applications, Intervenors suggested the regression analysis should be conducted on an
individual rate class basis and the regression analysis would be based on monthly kWh by rate
class. E.L.K. reviewed the data required to conduct the regression analysis on an individual
rate class basis and does not have a method to determine monthly consumed values by rate

class.

During the review of 2010 cost of service applications, Board staff and intervenors expressed
concern that the regression analysis assigned coefficients to some variable that were counter
intuitive. For example, the customer variable would have a negative coefficient assigned to it
which meant as the number of customers increased the energy forecast decreased. 2010
applicants explained that this was related to the recent Conservation and Demand Management

(“*CDM") savings in the utility but in the view of Board staff and intervenors this was not a
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sufficient explanation. Further, the regression analysis indicated that some of the variables
used in the load forecasting formula were not statistically significant and should not have been
included in the equation. E.L.K. has attempted to address these concerns in the load forecast
used in this Application. Based on the OEB’s approval of this methodology in a number of
previous cost of service applications, and based on the discussion that follows, E.L.K. submits

that its load forecasting methodology is reasonable at this time for the purposes of this

Application.

The following provides the material to support the weather normalized load forecast used by

E.L.K. in this Application.

Table 3-2: Summary of Load and Customer/Connection Forecast

Customer/ Percent
Year Billed Growth | Percent | Connectio Growth Change

(GWh) (GWh) Change n
(%)
Count

Billed Energy (GWh) and Customer Count / Connections
2006 Board Approved 185.8 13,347
2005 Actual 190.6 13,490
2006 Actual 201.2 10.6 5.6% 13,571 80 0.6%
2007 Actual 257.7 56.5 28.1% 13,656 85 0.6%
2008 Actual 247.7 (10.0) (3.9%) 13,697 41 0.3%
2009 Actual 237.1 (10.6) (4.3%) 13,823 126 0.9%
2010 Actual 228.3 (8.8) (3.7%) 13,981 158 1.1%
2011 Actual 231.9 (5.2) (2.3%) 14,054 73 0.5%
2012 Normalized Test 241.1 9.2 4.0% 14,176 122 0.9%

The information in the table above provides weather actual data from 2005 to 2011, while 2012
is weather normalized. E.L.K. does not have a process to properly adjust weather actual data to
a weather normal basis. However, based on the process outlined in this Exhibit, a process to
forecast energy on a weather normalized basis has been developed and used in this

Application.

Total Customers and Connections are on a mid-year basis and streetlight, sentinel lights and

unmetered loads are measured as connections.
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Actual and forecasted billed amounts and numbers of customers are shown in Table 3-3 and

customer usage is shown in Table 3-4, on a rate class basis.

Table 3-3: Billed Energy and Number of Customers / Connections by Rate Class
General ggrnveizzaed Street Sentinel Unmetered
Year Residential | Service < s L Scattered | Hydro One Total
50 kKW 50 to Lighting Lighting Load
4,999 kW
Billed Energy (GWh)
2006 Board Approved 92.6 26.4 63.6 2.6 0.2 0.3 185.8
2005 Actual 90.0 26.5 71.9 2.1 0.1 0.0 0.0 190.6
2006 Actual 84.5 25.5 88.9 2.0 0.1 0.3 0.0 201.2
2007 Actual 87.0 25.5 83.7 2.5 0.1 0.4 58.6 257.7
2008 Actual 84.9 25.3 83.4 2.4 0.0 0.3 51.4 247.7
2009 Actual 82.9 25.1 78.5 2.5 0.0 0.3 47.8 237.1
2010 Actual 87.4 25.8 67.5 2.3 0.0 0.3 45.0 228.3
2011 Actual 85.0 28.4 66.9 2.0 0.0 0.2 49.4 231.9
2012 Normalized Test 93.1 31.7 71.2 1.9 0.0 0.2 43.0 241.1
Number of Customers/Connections
2006 Board Approved 9,365 977 100 2,731 138 36 13,347
2005 Actual 9,413 1,071 107 2,736 127 36 0 13,490
2006 Actual 9,497 1,081 108 2,745 105 35 0 13,571
2007 Actual 9,581 1,090 109 2,754 83 35 4 13,656
2008 Actual 9,629 1,096 110 2,763 61 34 4 13,697
2009 Actual 9,741 1,122 113 2,772 39 34 4 13,823
2010 Actual 9,871 1,167 108 2,781 18 34 4 13,981
2011 Actual 9,932 1,194 95 2,790 7 33 4 14,054
2012 Normalized Test 10,023 1,214 93 2,801 7 32 4 14,176
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Table 3-4: Annual Usage per Customer/Connection by Rate Class

General
General Service Street Sentinel Unmetered
Year Residential | Service < S S Scattered | Hydro One
50 kW 50 to Lighting Lighting Load
4,999 kW
Energy Usage per Customer/Connection (kWh per customer/connection)
2006 Board Approved | 9892 [ 27049 | 636152 | 965 | 1,186 7,875 |
2005 Actual 9,564 24,695 669,669 783 569 0
2006 Actual 8,898 23,595 820,531 717 566 7,656
2007 Actual 9,084 23,358 765,041 903 648 12,409 14,648,937
2008 Actual 8,815 23,087 758,801 886 641 8,646 12,839,272
2009 Actual 8,513 22,349 697,884 889 728 8,396 11,957,731
2010 Actual 8,849 22,120 628,258 814 569 8,224 11,254,885
2011 Actual 8,563 23,777 704,335 706 581 6,206 12,342,136
2012 Normalized Test 9,288 26,102 761,547 684 575 5,865 10,749,196
Annual Growth Rate in Usage per Customer/Connection
2006 Board Approved v 2006 Actual | 11.2% | 14.6% | (22.5%) 34.4% | 109.4% 2.9%
2005 Actual
2006 Actual (7.0%) (4.5%) 22.5% (8.4%) (0.4%)
2007 Actual 2.1% (1.0%) (6.8%) 25.9% 14.4% 62.1%
2008 Actual (3.0%) (1.2%) (0.8%) (1.9%) (1.1%) (30.3%) (12.4%)
2009 Actual (3.4%) (3.2%) (8.0%) 0.3% 13.5% (2.9%) (6.9%)
2010 Actual 3.9% (1.0%) (10.0%) (8.4%) (21.8%) (2.0%) (5.9%)
2011 Actual (3.2%) 7.5% 12.1% (13.3%) 2.1% (24.5%) 9.7%
2012 Normalized Test 8.5% 9.8% 8.1% (3.1%) (1.1%) (5.5%) (12.9%)
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LOAD FORECAST AND METHODOLOGY

E.L.K.’s weather normalized load forecast is developed in a three-step process. First, a total
system weather normalized purchased energy forecast is developed based on a multifactor
regression model that incorporates independent variables that impact the monthly historical load
pattern for E.L.K. Second, the weather normalized purchased energy forecast is adjusted by a
historical loss factor to produce a weather normalized billed energy forecast. Next, the forecast
of billed energy by rate class is developed based on a forecast of customer numbers and
historical usage patterns per customer. For the rate classes that have weather sensitive load,
their forecasted billed energy is adjusted to ensure that the total billed energy forecast by rate
class is equivalent to the total weather normalized billed energy forecast that has been
determined from the regression model. The forecast of customers by rate class is determined
using a geometric mean analysis. For those rate classes that use kW for the distribution
volumetric billing determinant, an adjustment factor is applied to class energy forecast based on
the historical relationship between kW and kWh. In addition, the billed energy by rate class is
adjusted in 2012 to reflect the four year licensed CDM targets (i.e. 2011 to 2014) assigned to
E.L.K..

A detailed explanation of the load forecasting process follows.
Purchased KWh Load Forecast

An equation to predict total system purchased energy is developed using a multifactor
regression model with the following independent variables: Hydro One uplifted volumes,
weather (heating and cooling degree days); days in month; spring/fall seasonal “flag” and
Ontario real GDP. The regression model uses monthly kWh and monthly values of independent
variables from January 2004 to December 2011 to determine the monthly regression
coefficients. This provides 96 monthly data points which represent a reasonable data set for
use in a regression analysis. Consistent with the approach used by many other distributors in
their cost of service applications, E.L.K. submits that it is appropriate to review the impact of
weather over the period January 2004 to December 2011 and then determine the average
weather conditions over this period which would be applied in the prediction formula to
determine a weather normalized forecast. However, in accordance with the OEB’s Filing

Requirements, E.L.K. has also provided a sensitivity analysis showing the impact on the 2012



10
11
12
13
14
15
16
17
18

19
20

21
22

23
24

25
26
27
28
29

E.L.K. Energy Inc.

EB-2011-0099

Exhibit 3

Tab 2

Schedule 1

Page 6 of 19

Filed: September 19, 2012

forecast of purchases assuming weather normal conditions are based on a 10-year average and

a 20-year trend of weather data.

Weather impacts on load are apparent in both the winter heating season, and in the summer
cooling season. For that reason, both Heating Degree Days (i.e. a measure of coldness in

winter) and Cooling Degree Days (i.e. a measure of summer heat) are modeled.

The following outlines the prediction model used by E.L.K. to predict weather normal purchases
for 2012:

E.L.K.'s Monthly Predicted kWh Purchases

= Hydro One Uplifted * 0.72

+ Heating Degree Days * 6,517

+ Cooling Degree Days * 37,850

+ Number of Days in the Month * 643,421
+ Spring Fall Flag * (1,092,376)

+ Ontario Real GDP Monthly * 167,023

+ Intercept of (27,238,734)

The monthly data used in the regression model and the resulting monthly prediction for the

actual and forecasted years are provided in Appendix 3-A.

The sources of data for the various data points are:
a) E.L.K.'s billing system for Hydro One uplifted volumes.

b) The Environment Canada website for monthly heating degree day and cooling degree

information. Weather data from the Windsor A Weather Station was used.

c) The calendar provided information related to number of days in the month and the months

defined to be spring or fall (i.e. March to May and September to November)

d) For 2004 to 2006 the source of data for the Ontario Real GDP information was the 2003 and
2008 Ontario Economic Outlook and Fiscal Review, Ontario Ministry of Finance. For 2007
and 2008, the source was the 2010 Ontario Economic Outlook and Fiscal Review - 2010
Fall Update. For 2009 to 2012, the 2011 Ontario Economic Outlook and Fiscal Review -
2011 Fall Update provided the Ontario Real GDP for those years.
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The prediction formula has the following statistical results:

Table 3-5: Statistcial Results

Statistic

Value
R Square 91.9%
Adjusted R Square 91.4%
F Test 168.3
T-stats by Coefficient
Intercept (4.0)
Hydro One Uplifted 10.2
Heating Degree Days 7.8
Cooling Degree Days 10.5
Number of Days in Month 4.9
Spring Fall Flag (3.3)
Ontario Real GDP Monthly % 3.8
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The annual results of the above prediction formula compared to the actual annual purchases

from 2004 to 2011 are shown in the chart below. The chart indicates the resulting prediction

equation appears to be reasonable.
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Actual vs Predicted (GWh)

300

250

200 —

150 —

100 +—

50 +—

0 L} L} L}
2005 2006 2007 2008 2009 2010 2011

| OActual kwWh Purchases m Predicted kWh Purchases |

The following table outlines the data that supports the above chart. In addition, the predicted
total system purchases for E.L.K. are provided for 2011 and 2012. For 2011 and 2012 the
system purchases reflect a weather normalized forecast for the full year. In addition, values for
2012 are provided with a 10 year average and a 20 year trend assumption for weather

normalization.
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Table 3-6: Total System Purchases

. %
Year Actual Predicted| _.

Difference

Purchased Energy (GWh)
2004 195.9 195.5 (0.2%)
2005 208.1 213.7 2.7%
2006 213.8 211.6 (1.0%)
2007 271.1 269.1 (0.7%)
2008 262.6 263.7 0.4%
2009 248.9 246.5 (1.0%)
2010 261.3 253.5 (3.0%)
2011 255.0 263.1 3.1%
2012 Normalized Test 263.2
2012 Weather Normal - 10 year average 263.2
2012 Weather Normal - 20 year trend 265.5

The weather normalized amount for 2012 is determined by using 2012 dependent variables in
the prediction formula on a monthly basis together with the average monthly heating degree
days and cooling degree days that occurred from January 2004 to December 2011 (i.e. eight
years). The 2012 weather normalized 10 year average value represents the average heating
degree days and cooling degree days that occurred from January 2002 to December 2011. The
2012 weather normalized 20 year trend value reflects the trend in monthly heating degree days

and cooling degree days that occurred from January 1992 to December 2011.

The weather normal eight year average has been used as the purchased forecast in this
Application for the purposes of determining a billed kWh load forecast which is used to design
rates. The eight year average has been used as this is consistent with the period of time over

which the regression analysis was conducted
Billed KWh Load Forecast

To determine the total weather normalized energy billed forecast, the total system weather
normalized purchases forecast is adjusted by a historical loss factor. This adjustment has been
made using the average loss factor from 2005 to 2011 of 1.08. With this average loss factor the
total weather normalized billed energy will be 243.7 GWh for 2012 (i.e. 263.2/1.08) before

adjustment for CDM discussed below.
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Billed KWh Load Forecast and Customer/Connection Forecast by Rate Class

Since the total weather normalized billed energy amount is known, this amount needs to be
distributed by rate class for rate design purposes taking into consideration the

customer/connection forecast and expected usage per customer by rate class.

The next step in the forecasting process is to determine a customer/connection forecast. The
customer/connection forecast is based on reviewing historical customer/connection data that is

available as shown in the following table.

Table 3-7: Historical Customer/Connection Data
General | General Street Sentinel Unmetered
Year Residential |Service < |Service 50 Lighting Lighting Scattered | Hydro One Total
50 kW |to 4,999 kW Load

Number of Customers/Connections
2004 9,311 1,060 106 2,709 138 36 0 13,361
2005 9,413 1,071 107 2,736 127 36 0 13,490
2006 9,497 1,081 108 2,745 105 35 0 13,571
2007 9,581 1,090 109 2,754 83 35 4 13,656
2008 9,629 1,096 110 2,763 61 34 4 13,697
2009 9,741 1,122 113 2,772 39 34 4 13,823
2010 9,871 1,167 108 2,781 18 34 4 13,981
2011 9,932 1,194 95 2,790 7 33 4 14,054

From the historical customer/connection data the growth rates in customers/ connections can be
evaluated. The growth rates are provided in the following table. The geometric mean growth
rate in number of customers is also provided. The geometric mean approach provides the

average compounding growth rate from 2004 to 2011.

Table 3-8: Growth Rate in Customer/Connections
General General Street Sentinel Unmetered
Year Residential |Service < |Service 50 Lighting Lighting Scattered | Hydro One
50 kW |to 4,999 kW Load
Growth Rate in Customer/Connections
2004
2005 1.1% 1.1% 0.9% 1.0% (8.0%) (1.4%)
2006 0.9% 0.9% 0.9% 0.3% (17.3%) (1.4%)
2007 0.9% 0.9% 0.9% 0.3% (21.0%) (1.4%)
2008 0.5% 0.5% 0.5% 0.3% (26.5%) (1.4%) 0.0%
2009 1.2% 2.3% 2.4% 0.3% (36.1%) 0.0% 0.0%
2010 1.3% 4.0% (4.4%) 0.3% (55.1%) (1.5%) 0.0%
2011 0.6% 2.4% (11.6%) 0.3% (60.0%) (3.0%) 0.0%
Geometric Mean 0.9% 1.7% (1.6%) 0.4% (34.7%) (1.5%) 0.0%

Except for the Sentinel Lighting class, the resulting geometric mean was first applied to the

2011 customer/connection numbers to determine the forecast of customer/connections in 2012.
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For the Sentinel Lighting class, the 2011 number of connections was held constant for 2012
since E.L.K. does not expect the number of connections to decline further. Further decline

would suggest the class should be eliminated since the number of customer could be zero.

However, E.L.K Energy is not proposing to eliminate the class at this time.

Table 3-9: Customer/Connection Forecast

General | General Street Sentinel Unmetered
Year Residential|Service < |Service 50 Scattered | Hydro One Total

50kW |to 4,999 kw| H'9MtNg | Lighting Load

Forecast Number of Customers/Connections
2012 [ 10023 | 1214 [ 93 | 2801 | 7 2 4 | 14176

The next step in the process is to review the historical customer/connection usage and to reflect
this usage per customer in the forecast. The following table provides the average annual usage
per customer by rate class from 2005 to 2011 excluding Hydro One. A discussion on the

process to determine the 2012 kWh forecast for Hydro One is provided later on in the evidence.

Table 3-10: Historical Annual Usage per Customer

General | General Street Sentinel Unmetered
Year Residential |Service < [Service 50 Lighting Lighting Scattered

50 kW [to 4,999 kW Load

Annual kWh Usage Per Customer/Connection
2005 9,564 24,695 669,669 783 569 0
2006 8,898 23,595 820,531 717 566 7,656
2007 9,084 23,358 765,041 903 648 12,409
2008 8,815 23,087 758,801 886 641 8,646
2009 8,513 22,349 697,884 889 728 8,396
2010 8,849 22,120 628,258 814 569 8,224
2011 8,563 23,777 704,335 706 581 6,206

From the historical usage per customer/connection data the growth rate in usage per
customer/connection can be reviewed. That information is provided in the following table. The

geometric mean growth rate has also been shown.
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Table 3-11: Growth Rate in Usage Per Customer/Connection

General | General Street Sentinel Unmetered
Year Residential |Service < [Service 50 Lighting Lighting Scattered

50 kW [to 4,999 kW Load

Growth Rate in Customer/Connection
2005
2006 (7.0%) (4.5%) 22.5% (8.4%) (0.4%) #DIV/O!
2007 2.1% (1.0%) (6.8%) 25.9% 14.4% 62.1%
2008 (3.0%) (1.2%) (0.8%) (1.9%) (1.1%) (30.3%)
2009 (3.4%) (3.2%) (8.0%) 0.3% 13.5% (2.9%)
2010 3.9% (1.0%) (10.0%) (8.4%) (21.8%) (2.0%)
2011 (3.2%) 7.5% 12.1% (13.3%) 2.1% (24.5%)
Geometric Mean (1.8%) (0.6%) 0.8% (1.7%) 0.4% (4.1%)

For the forecast of usage per customer/connection the historical geometric mean was applied to

the 2011 usage to determine the 2012 usage per customer/connection.

Table 3-12: Forecast Annual kWh Usage per Customer/Connection

General General Street Sentinel Unmetered
Year Residential|Service < [Service 50 Lighting Lighting Scattered
50 kW [to 4,999 kW Load
Forecast Annual kWh Usage per Customers/Connection
2012 | 8407 | 23627 | 710285 | 694 | 583 | 5951

With the preceding information the non-normalized weather billed energy forecast can be
determined by applying the forecast numbers of customers/connections from Table 3-9 by the
forecast of annual usage per customer/connection from Table 3-12. The resulting non-

normalized weather billed energy forecast is shown in the following table.

Table 3-13: Non-normalized Weather Billed Energy Forecast

General | General Street Sentinel Unmetered
Year Residential | Service <| Service 50 L N Scattered Total
Lighting Lighting

50 kW |to 4,999 kW Load
NON-normalized Weather Billed Energy Forecast (GWh)
2012 (Not Normalized) | 843 | 287 | 664 | 19 | 0.0 | 02 | 1815

With regards to the 2012 kWh for Hydro One, there was a requirement to forecast monthly kwh
since the variable named “Hydro One Uplifted” was included in the regression analysis to
determine the prediction formula for power purchases which was conducted on a monthly basis.
The following table outlines the actual monthly uplifted Hydro One values from 2007 to 2011
and these values were used in the regression analysis to determine the prediction formula. The
2012 monthly values were forecasted based on using the trend in kWh on a monthly basis and

the 2012 monthly values were used in the prediction formula to produce the forecasted power
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purchases for 2012. However, these values are uplifted values and include a loss factor of
1.0682 (i.e. E.L.K.’s loss factor for primary metered customers). When the losses are excluded

from the uplifted amount the resulting kWh are the 2012 forecast billed kwh for Hydro One

which is 45,933,462 divided by 1.0682 or 42,996,782 kWh.

Table 3-14: Hydro One kWh
2007 2008 2009 2010 2011 2012

January 5,218,251 5,321,742 | 5,537,852 4,443,394 5,088,630 4,780,697
February 5,297,740 5,335,312 | 5,761,928 4,730,331 5,258,621 5,071,821
March 5,430,766 5,063,455 | 4,729,916 4,066,284 4,539,427 3,932,015
April 5,850,949 4,901,935 | 4,690,838 3,324,931 4,378,340 3,272,732
May 5,994,376 3,756,481 | 3,917,562 3,105,799 3,743,060 2,557,462
June 6,426,468 3,636,030 [ 3,591,150 3,327,015 3,594,103 2,322,830
July 4,613,250 4,366,856 | 4,052,451 3,985,249 4,086,352 3,790,211
August 4,937,277 5,358,891 | 3,497,596 5,180,907 5,824,158 5,438,499
September 5,381,126 4,892,273 | 4,859,822 4,944,551 4,902,860 4,724,850
October 4,233,788 4,024,402 | 3,480,893 3,790,880 3,829,981 3,559,648
November 3,987,920 3,890,338 | 3,493,143 3,614,966 3,646,274 3,438,928
December 5,225,929 4,317,062 | 3,484,625 3,580,070 3,848,609 3,043,769
Total 62,597,839 | 54,864,777 | 51,097,775 48,094,376 | 52,740,415 | 45,933,462

The following table provides the non-normalized weather billed energy forecast for all classes

Table 3-15: Non-normalized Weather Billed Energy Forecast - All Classes
General | General Street Sentinel Unmetered
Year Residential|Service < |Service 50 Lighting Lighting Scattered | Hydro One Total
50 KW |to 4,999 kW Load
NON-normalized Weather Billed Energy Forecast (GWh)
2012 (Not Normalized) | 843 [ 287 | 664 | 19 [ 00 [ 02 [ 430 [ 2245

The non-normalized weather billed energy forecast needs to be adjusted in order to be aligned
with the total weather normalized billed energy forecast. As previously determined, the total

weather normalized billed energy forecast is 243.7 GWh for 2012.

The difference between the non-normalized and normalized forecast adjustments is 19.2 GWh
in 2012 (i.e. 243.7 — 224.5). The difference is assumed to be associated with moving the
forecast from a non-normalized to a weather normal basis and this amount will be assigned to
those rate classes that are weather sensitive. Based on the weather normalization work
completed by Hydro One for E.L.K. for the cost allocation study, which has been used to
support this Application, it was determined that the weather sensitivity by rate classes is as

follows:
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Table 3-16: Weather Sensitivity by Rate Class

General General Street Sentinel Unmetered
Residential [Service < |Service 50 Lighting Lighting Scattered | Hydro One
50 kW |to 4,999 kW Load
Weather Sensitivity
79% | 79% | 57% | 0% | 0% | 0w | 0%

For the General Service 50 to 4,999 kW class the weather sensitivity amount of 57% was
provided in the weather normalization work completed by Hydro One. For the Residential and
General Service < 50 kW classes, it is has been assumed in previous cost of service
applications that these two classes are 100% weather sensitive. Intervenors expressed concern
with this assumption and have suggested that 100% weather sensitivity is not appropriate.
E.L.K. agrees with this position but also submits that the weather sensitivity for the Residential
and GS < 50 kW classes should be higher than the GS > 50 kW class. As a result, E.L.K. has
assumed the weather sensitivity for the Residential and General Service < 50 kW classes to be
mid-way between 100% and 57%, or 79%.

The difference between the non-normalized and normalized forecast of 19.2 GWh in 2012 has
been assigned on a pro rata basis to each rate class based on the above level of weather

sensitivity.

In addition a manual adjustment has been made to reflect the impact of 2011 and 2012 CDM
programs on the load forecast. This adjustment reflects the “gross” impact of 2011 and 2012
programs on the load forecast. The gross impact includes the net results measured by the OPA
plus an estimate of the average net to gross adjustment reflecting gross and net savings
information provided in the OPA 2006-2010 Final CDM Results. The net results provide a
measurement of the program effectiveness used to achieve the LDC targets. The gross results
include the net results plus the estimated impact of customers patrticipating in a program even if
an incentive was not provided to participate. In the past this has been termed the level of “free
ridership”. In other words, the gross results include the results from those who participated in
the program because there was an incentive plus those who participated even if there was not

an incentive. In E.L.K.’s view it is the gross level that impacts the load forecast.

The following table outlines the average net to gross factor of 56.6% based on information
provided in the OPA 2006-2010 Final CDM Results for E.L.K.. However, the average value is
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the average from 2008 to 2012 since in reviewing the 2006 and 2007 results they appeared to

be extreme outliers.

Table 3-17: Average Net to Gross Percentage

OPA 2006-
2010 Final | OPA 2006-
CDM 2010 Final
Results [ CDM Results % Difference of
(Gross) (Net) # Difference Net
2006 954,288 854,482 99,807 11.7%
2007 4,596,498 | 1,617,801 | 2,978,697 184.1%
2008 3,114,021 | 1,853,239 | 1,260,782 68.0%
2009 4,817,101 | 3,294,734 | 1,522,367 46.2%
2010 4,902,523 | 3,193,071 | 1,709,452 53.5%
2011 4,638,700 | 2,924,193 | 1,714,507 58.6%
2012 4,479,876 | 2,856,639 | 1,623,237 56.8%
Total 27,503,007| 16,594,159 | 10,908,848 56.6%

The 2011 preliminary results from 2011 CDM programs have been provided to E.L.K. from the
OPA in the OPA’'s Q4 2011 Conservation & Demand Management Status Report. The 2011

preliminary results impact on the expected savings from 2012 to 2014 programs in order to

achieve the licensed 4 year CDM target. Based on the following table the 2011 preliminary

results savings will contribute 41.6% to the four year target. The table indicates that assuming

persistence, 2012 to 2014 programs will need to achieve 9.7% of the four year target each year

in order to achieve the target.

Table 3-18: Schedule to Achieve 4 Year kWh CDM Target

4 Year 2011 to 2014 kWh target

8,250,000

2011 2012 2013 2014 Total
2011 Programs 10.4% 10.4% 10.4% 10.4% 41.6%
2012 Programs 9.7% 9.7% 9.7% 29.2%
2013 Programs 9.7% 9.7% 19.5%
2014 Programs 9.7% 9.7%

10.4% 20.1% 29.9% 39.6% 100.0%

kWh
2011 Programs 858,000 858,000 858,000 858,000 3,432,000
2012 Programs 0 803,000 803,000 803,000 2,409,000
2013 Programs 0 0 803,000 803,000 1,606,000
2014 Programs 0 0 0 803,000 803,000
858,000 1,661,000 2,464,000 3,267,000 8,250,000
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The above table suggests that in 2012, the savings from 2012 will be 1,661,000 kWh on a net
basis. However on a gross basis this amount would be 1,661,000 times 1.566 (i.e. the net to
gross factor determined in table 3-17) or 2,601,886 kWh. In E.L.K.'s view, the 2012 load
forecast should be adjusted by 2,601,886 kWh to reflect 2012 CDM savings from programs that

support the four year target.

In accordance with the Board’s Guidelines for Electricity Distributor Conservation and Demand
Management [EB-2012-0003], issued April 26, 2012, it is E.L.K.’s understanding that as part of
this application expected CDM savings in 2012 will need to be established for LRAM variance
accounts purposes. It is also E.L.K.’s understanding that the OPA will measure CDM results
attributable to the four year targets on a net basis. Consistent with past practices, it is expected
the net level of savings will be used for LRAM calculations. As a result, it is E.L.K.’s view that
the units used for the 2012 LRAM variance account should also be on a net basis. Based on the
net information in table 3-18, E.L.K. expects to achieve 1,661,000 net kWh savings in 2012. For
LRAM variance account purposes, the following table outlines how this expected savings has
been allocated to rate class using the 2012 information from table 3-13. No amount has been
assigned to Hydro One since they are an embedded distributor which has their own four year
target to achieve. To assign E.L.K. savings to this class would double count the results of two
distributors in achieving the four year targets across the province. The expected kW saving has
also been provided for those classes billed distribution charges on a kW basis using the
average kW/KWh factors from Table 3-22

Table 3-19: 2013 Expected Savings for LRAM Variance Account

General | General Street Sentinel Unmetered
Residential| Service < | Service 50 Lighting Lighting Scattered | Hydro One Total
50 KW |to 4,999 kW Load
kWh 771,241 262,621 607,563 17,794 37 1,744 1,661,000
kW where applicable 1,663 50 0 1,712

The following table outlines how the classes have been adjusted to align the non-normalized

forecast with the normalized forecast and reflect the adjustments discussed above.
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Table 3-20: Alignment of Non-normal to Weather Normal Forecast
General General Street Sentinel Unmetered
Year Residential| Service < | Service 50 Lighting Lighting Scattered | Hydro One Total
50 kW |to 4,999 kW Load
Non-normalized Weather Billed Energy Forecast (GWh)
2012 Non-Normalized Test | 843 | 287 | 664 | 19 ] 0.0 | 02 | 430 | 225
Weather Adjustment (GWh)
2012 [ 100 [ 34 | 57 [ o0 ] 0.0 [ 00 [ 00 [ 192
CDM Adjustment (GWh)
2012 [ @2 [ o049 [ @wy [ 0o | ©o | 0o [ o0 [ (26
Weather Normalized Billed Energy Forecast (GWh)
1 2012 Normalized Test | 931 | 317 [ 712 | 19 ] 0.0 | 02 | 430 | 2411
2 Billed KW Load Forecast
There are four rate classes that are charged volumetric distribution on per kW basis. As a

o o1 A W

7  The following table outlines the annual demand units by applicable rate class.

result, the energy forecast for these classes needs to be converted to a kW basis for rate setting
purposes. The forecast of kW for these classes is based on a review of the historical ratio of

kW to kWhs and applying the average ratio to the forecasted kWh to produce the required kW.

Table 3-21: Historical Annual kW per Applicable Rate Class
General .
Year Service 50 LngtLEt}iitg f;n;;?ni Hydro One Total
to 4,999 kW

Billed Annual kW

2005 200,773 6,403 216 0 207,392

2006 241,321 5,910 178 0 247,409

2007 218,225 6,521 141 115,967 340,854

2008 209,583 6,487 104 112,771 328,945

2009 207,445 5,754 66 109,952 323,217

2010 200,283 6,759 30 107,517 314,588
8 2011 195,461 5,760 12 113,911 315,143

9  The following table illustrates the historical ratio of kW/kWh as well as the average ratio for 2005

10 to 2011.
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Table 3-22: Historical KW/KWh Ratio per Applicable Rate Class

General Street Sentinel
Year Service 50 Lighting | Lighting Hydro One

to 4,999 kW

Ratio of kW to kWh
2005 0.2791% | 0.2988% | 0.2988%
2006 0.2713% | 0.3001% | 0.3001%
2007 0.2609% | 0.2623% | 0.2623% | 0.1979%
2008 0.2513% | 0.2651% | 0.2651% | 0.2196%
2009 0.2642% | 0.2335% | 0.2335% | 0.2299%
2010 0.2965% | 0.2985% | 0.2985% [ 0.2388%
2011 0.2921% | 0.2924% | 0.2924% | 0.2307%
Average 2005 to 2011 0.2736% | 0.2787% | 0.2787% | 0.2234%

The average ratio was applied to the weather normalized billed energy forecast in Table 3-20 to
provide the forecast of kW by rate class as shown below. The following table outlines the

forecast of kW for the applicable rate classes.

Table 3-23: kW Forecast by Applicable Rate Class

General Street Sentinel
Year Service 50 Hydro One Total

to 4,999 kw| H19Nting | Lighting

Predicted Billed kW
2012 Normalized Test | 104766 | 5340 | 11 | 96,049 | 296,166

Table 3-24 provides a summary of the billing determinants by rate class that are used to

develop the proposed rates.
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Table 3-24: Summary of Forecast
2012
2006 Board) 0 2007 2008 2009 2010 2,011 Weather
Approved Normalized
Test
ACTUAL AND PREDICTED KWH PURCHASES
Actual KWh Purchases 213,838,930(271,076,220{262,640,600| 248,858,578 | 261,284,908 255,035,715
Predicted kWh Purchases 211,598,040(269,111,681{263,658,970| 246,491,382 | 253,504,114 263,058,997 | 263,174,825
% Difference of actual and predicted purchases (1.0%) (0.7%) 0.4% (1.0%) (3.0%) 3.1%
BILLING DETERMINANTS BY CLASS
Residential
Customers 9,365 9,497 9,581 9,629 9,741 9,871 9,932 10,023
kwh 92,642,708 | 84,498,297 | 87,035,310 | 84,884,556 | 82,921,826 | 87,351,574 | 85,048,309 | 93,093,255
General Service < 50 kW
Customers 977 1,081 1,090 1,096 1,122 1,167 1,194 1,214
kwh 26,427,277 | 25,504,618 | 25,471,561 | 25,303,620 | 25,064,151 | 25,802,419 | 28,389,839 | 31,699,824
General Service 50 to 4,999 kW
Customers 100 108 109 110 113 108 95 93
kwh 63,615,244 | 88,936,084 | 83,654,338 | 83,391,243 | 78,511,912 | 67,537,753 | 66,911,850 | 71,176,063
kw 218,553 241,321 218,225 209,583 207,445 200,283 195,461 194,766
Street Lighting
Customers 2,731 2,745 2,754 2,763 2,772 2,781 2,790 2,801
kwh 2,634,057 | 1,969,155 | 2,486,348 | 2,447,482 2,463,607 2,264,690 | 1,969,876 1,916,371
kw 6,300 5,910 6,521 6,487 5,754 6,759 5,760 5,340
Sentinel Lighting
Customers 138 105 83 61 39 18 7 7
kwh 163,647 59,448 53,772 39,103 28,374 9,963 4,068 4,024
KW 0 178 141 104 66 30 12 11
Unmetered Scattered Load
Customers 36 35 35 34 34 34 33 32
KWh 283,513 267,964 428,118 293,947 285,456 275,513 201,696 187,863
Hydro One
Customers 0 0 4 4 4 4 4 4
KWh 0 0 58,595,749 | 51,357,088 | 47,830,923 | 45,019,542 | 49,368,544 | 42,996,782
kW 0 0 115,967 112,771 109,952 107,517 113,911 96,049
Total
Customer/Connections 13,347 13,571 13,656 13,697 13,823 13,981 14,054 14,176
KWh 185,766,446(201,235,565(257,725,197|247,717,037| 237,106,249 |228,261,453| 231,894,181 | 241,074,182
kW from applicable classes 224,853 247,409 340,854 328,945 323,217 314,588 315,143 296,166
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Appendix 3-A
Monthly Data Used for Regression Analysis
Number of
Heating [Cooling Degree| Days in Spring Fall Ontario Real Predicted
Purchased Hydro One Uplifted |Degree Days Days Month Flag GDP Monthly % Purchases
Jan-04 18,128,620 0 762.9 0 31 0 127.53 18,979,963
Feb-04 16,086,300 0 579.4 0 29 0 127.80 16,541,205
Mar-04 15,841,540 0 429.3 0 31 1 128.06 15,801,498
Apr-04 14,054,710 0 251.7 4.4 30 1 128.32 14,211,331
May-04 13,160,650 0 101.6 28.1 31 1 128.59 14,817,814
Jun-04 17,788,490 0 21.4 62 30 0 128.85 16,071,507
Jul-04 18,387,330 0 2.2 122.4 31 0 129.12 18,920,303
Aug-04 17,376,950 0 6.1 74.2 31 0 129.38 17,165,751
Sep-04 16,685,151 0 23 59.7 30 1 129.65 15,035,768
Oct-04 14,771,528 0 190.9 0.5 31 1 129.92 14,577,185
Nov-04 15,762,317 0 354 0 30 1 130.19 15,022,392
Dec-04 17,819,138 0 593.5 0 31 0 130.45 18,363,700
Jan-05 18,189,710 0 700.4 0 31 0 130.74 19,108,752
Feb-05 15,836,100 0 572 0 28 0 131.03 16,390,296
Mar-05 16,631,550 0 545.3 0 31 1 131.33 17,102,833
Apr-05 14,405,130 0 242.5 1.4 30 1 131.62 14,587,933
May-05 14,529,930 0 143.4 5.7 31 1 131.91 14,797,176
Jun-05 18,470,070 0 4.4 166.9 30 0 132.20 20,490,778
Jul-05 21,188,220 0 0 194.7 31 0 132.50 22,206,844
Aug-05 21,540,420 0 0.1 185.5 31 0 132.79 21,908,459
Sep-05 17,203,800 0 15.3 82.2 30 1 133.09 16,411,066
Oct-05 15,745,210 0 182.8 19 31 1 133.38 15,803,276
Nov-05 16,068,980 0 346.2 0 30 1 133.68 15,555,024
Dec-05 18,270,640 0 659.7 0 31 0 133.98 19,383,396
Jan-06 17,495,990 0 494.7 0 31 0 134.25 18,354,252
Feb-06 16,164,900 0 538 0 28 0 134.53 16,752,347
Mar-06 17,164,270 0 461.4 0 31 1 134.81 17,137,346
Apr-06 14,641,220 0 219.5 1.1 30 1 135.08 15,005,576
May-06 13,901,070 0 105.9 40.6 31 1 135.36 16,450,277
Jun-06 17,912,530 0 8.8 85.7 30 0 135.64 18,020,094
Jul-06 22,524,750 0 0 197.4 31 0 135.92 22,880,723
Aug-06 21,130,000 0 0 147.4 31 0 136.20 21,034,966
Sep-06 15,286,330 0 52.1 22.3 30 1 136.48 14,950,458
Oct-06 15,621,710 0 251.3 2.3 31 1 136.76 16,181,929
Now-06 19,270,390 0 356.8 0 30 1 137.04 16,186,004
Dec-06 22,725,770 0 460.4 0 31 0 137.33 18,644,068
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Number of
Heating [Cooling Degree| Days in Spring Fall Ontario Real Predicted
Purchased Hydro One Uplifted |Degree Days Days Month Flag GDP Monthly % Purchases
Jan-07 23,594,230 5,218,251 602.4 0 31 0 137.55 23,360,976
Feb-07 23,081,780 5,297,740 706.1 0 28 0 137.78 22,201,607
Mar-07 22,044,680 5,430,766 429.3 0.2 31 1 138.01 21,376,970
Apr-07 19,604,320 5,850,949 285.2 0.9 30 1 138.23 20,161,326
May-07 20,629,530 5,994,376 87.2 46 31 1 138.46 21,362,819
Jun-07 23,858,190 6,426,468 8.1 132.2 30 0 138.69 24,908,030
Jul-07 24,738,400 4,613,250 1.3 148.2 31 0 138.92 24,846,691
Aug-07 26,868,930 4,937,277 4.4 167.4 31 0 139.15 25,865,026
Sep-07 21,805,090 5,381,126 25.4 76.4 30 1 139.38 21,179,354
Oct-07 20,415,380 4,233,788 111.2 42.3 31 1 139.61 20,304,326
Now-07 20,794,820 3,987,920 400.3 0 30 1 139.84 19,805,430
Dec-07 23,640,870 5,225,929 595 0 31 0 140.07 23,739,126
Jan-08 24,088,720 5,321,742 611 0 31 0 139.97 23,895,996
Feb-08 22,590,240 5,335,312 629 0 29 0 139.86 22,719,261
Mar-08 22,046,700 5,063,455 542 0 31 1 139.76 22,129,073
Apr-08 18,811,030 4,901,935 224 1 30 1 139.65 19,330,119
May-08 18,644,710 3,756,481 143 12 31 1 139.55 18,997,934
Jun-08 22,711,700 3,636,030 3 124 30 0 139.44 22,679,665
Jul-08 26,419,990 4,366,856 0 189 31 0 139.34 26,261,277
Aug-08 24,364,410 5,358,891 1 145 31 0 139.23 25,303,418
Sep-08 20,565,410 4,892,273 12 65 30 1 139.13 20,267,630
Oct-08 18,777,310 4,024,402 221 3 31 1 139.02 19,292,600
Nov-08 20,094,850 3,890,338 413 0 30 1 138.92 19,666,096
Dec-08 23,525,530 4,317,062 632 0 31 0 138.81 23,115,901
Jan-09 24,531,230 5,537,852 799 0 31 0 138.39 25,012,252
Feb-09 20,746,930 5,761,928 553 0 28 0 137.97 21,568,279
Mar-09 20,762,810 4,729,916 464 0 31 1 137.54 21,012,876
Apr-09 18,304,870 4,690,838 263 11 30 1 137.13 19,385,477
May-09 17,564,208 3,917,562 76 15 31 1 136.71 18,320,318
Jun-09 20,151,815 3,591,150 25 70 30 0 136.29 20,228,856
Jul-09 21,718,677 4,052,451 1 88 31 0 135.87 21,656,438
Aug-09 24,301,262 3,497,596 7 124 31 0 135.46 22,596,587
Sep-09 19,833,254 4,859,822 28 48 30 1 135.05 19,003,559
Oct-09 19,025,038 3,480,893 248 0 31 1 134.63 18,219,406
Now-09 19,026,900 3,493,143 321 0 30 1 134.22 17,991,257
Dec-09 22,891,585 3,484,625 603 0 31 0 133.81 21,496,077
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Number of
Heating [Cooling Degree| Days in Spring Fall Ontario Real Predicted
Purchased Hydro One Uplifted |Degree Days Days Month Flag GDP Monthly % Purchases
Jan-10 23,520,946 4,443,394 680 0 31 0 134.17 22,741,713
Feb-10 20,573,877 4,730,331 571 0 28 0 134.52 20,367,747
Mar-10 20,520,862 4,066,284 397 0 31 1 134.87 19,654,431
Apr-10 17,431,446 3,324,931 183 1 30 1 135.23 17,197,332
May-10 19,189,808 3,105,799 92 50 31 1 135.58 18,981,964
Jun-10 23,092,031 3,327,015 6 124 30 0 135.94 21,900,121
Jul-10 28,187,746 3,985,249 0 216 31 0 136.30 26,522,451
Aug-10 26,984,638 5,180,907 0 189 31 0 136.65 26,423,536
Sep-10 19,634,115 4,944,551 43 50 30 1 137.01 19,584,712
Oct-10 18,062,554 3,790,880 166 1 31 1 137.37 18,415,327
Now10 20,064,654 3,614,966 378 0 30 1 137.73 19,037,983
Dec-10 24,022,231 3,580,070 664 0 31 0 138.10 22,676,796
Jan-11 23,397,085 5,088,630 731 0 31 0 138.35 24,237,826
Feb-11 20,570,362 5,258,621 615 0 28 0 138.60 21,713,908
Mar-11 21,011,815 4,539,427 520 0 31 1 138.85 21,460,653
Apr-11 18,252,354 4,378,340 294 0 30 1 139.10 19,268,747
May-11 18,454,400 3,743,060 112 33 31 1 139.35 19,578,802
Jun-11 21,528,092 3,594,103 10 105 30 0 139.61 21,999,377
Jul-11 28,389,523 4,086,352 0 242 31 0 139.86 28,177,824
Aug-11 24,810,531 5,824,158 0 144 31 0 140.11 25,764,736
Sep-11 19,628,308 4,902,860 59 48 30 1 140.37 20,134,997
Oct-11 18,511,823 3,829,981 190 5 31 1 140.62 19,266,320
Now11 18,941,946 3,646,274 315 0 30 1 140.88 19,177,756
Dec-11 21,539,477 3,848,609 496 0 31 0 141.13 22,278,052
Jan-12 4,780,697 673 0 31 0 141.42 24,150,935
Feb-12 5,071,821 595 0 29 0 141.72 22,618,678
Mar-12 3,932,015 473 0 31 1 142.01 21,248,490
Apr-12 3,272,732 245 3 30 1 142.30 18,794,659
May-12 2,557,462 108 29 31 1 142.59 19,061,497
Jun-12 2,322,830 11 109 30 0 142.89 21,786,456
Jul-12 3,790,211 1 175 31 0 143.18 25,966,149
Aug-12 5,438,499 2 147 31 0 143.48 26,168,338
Sep-12 4,724,850 32 56 30 1 143.77 20,726,760
Oct-12 3,559,648 195 9 31 1 144.07 19,855,575
Now12 3,438,928 361 0 30 1 144.37 19,906,817
Dec-12 3,043,769 588 0 31 0 144.66 22,890,471
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OPERATING REVENUE VARIANCE ANALYSIS

THROUGHPUT REVENUE and OTHER OPERATING REVENUE

VARIANCE ANALYSIS ON THROUGHPUT REVENUE:

A summary of historical and forecast operating revenues is presented in Table 3-1. A variance
analysis for the other net operating revenue will be provided further in Tab 3 Schedule 2 of this
Exhibit.

2006 Board Approved:

E.L.K.'s 2006 Board approved operating revenue was $3,822,828. Throughput revenue was
$3,487,553 or 91.2% of total revenues. Other net operating revenue accounts for the remaining
$335,275

2006 Actual:

E.L.K.’s operating revenue in fiscal 2006 was $4,541,608. Throughput revenue was $3,722,308

or 82.0% of total revenues. Other net operating revenue accounts for the remaining $819,300

Table 3-25: Comparison 2006 Actual to 2006 Board Approved

2006 Board . .
Throughput Revenue 2006 Actual | Difference $ | Difference %

Approved

Residential $2,121,824 | $2,278,947 | $157,123 7.4%
General Service < 50 KW $212,827 | $237,874 $25,047 11.8%
General Service 50 to 4,999 kW $1,145,060 | $1,197,876 | $52,816 4.6%
Sentinel Lighting $660 $653 ($7 (1.0%)
Street Lighting $3,807 $3,797 ($10) (0.3%)
Unmetered Scattered Load $3,374 $3,161 ($213) (6.3%)
Hydro One $0 $0 $0
LV Revenue $0 $0 $0
Total $3,487,553 | $3,722,308 | $234,755 6.7%
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Throughput revenue for 2006 was 6.7% or $234,755 higher than the amounts approved in the
2006 EDR primarily due to the increase in usage of the General Service 50 to 4,999 kW
customer class. Please note that there was a change in billing systems in June 2008.
Comparable reports from the legacy system for 2006 to June 2008 were unavailable.
Therefore, the following methodology was used for categorizing the operating distribution
revenue by service categories for actual 2006, actual 2007 and the first half of 2008: The
proration from the July to December 2008 statistical report for distribution revenue was used to

categorize the operating distribution revenue by service for 2006 to 2008. As such, there may

be minimal allocation variances.

Table 3-26 below compares the 2006 Board Approved billing quantities to the 2006 Actual

qu antities.
Table 3-26: Comparison 2006 Actual to 2006 Board Approved

Customer/Connections kWh kW
Billing Quantiites 223;5\‘/’:;" 2006 Actual | Difference Zggﬁrg’f/’:(;d 2006 Actual Zggﬁrg\?s;d 2006 Actual Vg:;g:s;ec’:
Residential 9,365 9,497 132 92,642,708 | 84,498,297 (8,144,411)
General Service < 50 kW 977 1,081 104 26,427,277 | 25,504,618 (922,660)
General Service 50 to 4,999 kW 100 108 8 218,553 241,321 22,768
Sentinel Lighting 138 105 0 178 178
Street Lighting 2,731 2,745 14 6,300 5,910 (391)
Unmetered Scattered Load 36 35 1) 283,513 267,964 (15,549)
Hydro One 0 0 0
Total 13,347 13,571 257 119,353,498 | 110,270,878 224,853 247,409

2007 Actual:

E.L.K.'s operating revenue in fiscal 2007 was $4,323,883 as shown in Exhibit 3, Tab 1, Table 3-
1. Throughput revenue totaled $3,464,830 or 80.1% of total revenues. Other net operating

revenue accounts for the remaining revenue of $859,053

Comparison 2007 Actual to 2006 Actual — Throughput Revenue:
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Table 3-27: Comparison 2007 Actual to 2006 Actual

Throughput Revenue 2006 Actual 2007 Difference $ | Difference %
Residential $2,278,947 | $2,121,308 | ($157,639) (6.9%)
General Service < 50 kW $237,874 | $221,420 | ($16,454) (6.9%)
General Service 50 to 4,999 kW $1,197,876 | $1,115,017 | ($82,859) (6.9%)
Sentinel Lighting $653 $607 ($46) (7.0%)
Street Lighting $3,797 $3,5635 ($262) (6.9%)
Unmetered Scattered Load $3,161 $2,943 ($218) (6.9%)
Hydro One $0 $0 $0

LV Revenue $0 $0 $0

Total $3,722,308 | $3,464,830 | ($257,478) (6.9%)

The 2007 throughput revenue was $257,478 or 6.9% lower than the 2006 actual revenue due to
a reduction in the kW load for the General Service 50 to 4,999 customer class as well as a
reduction in the kWh usage for general service <50 kW. The Residential customer class
revenue dropped from 2006 to 2007 even though kWh increased. This is due to a reduction in
the RPP prices from May 2006 to 2007. For instance, the average RPP price in May 2006 was
6.256 cents/kWh and dropped to 5.429 cents/kWh.

Table 3-28 below compares the 2006 Actual billing quantities to the 2007 Actual quantities.

10

11
12
13

14

Table 3-28: Comparison 2007 Actual to 2006 Actual

Customer/Connections kWh kW
Billing Quantiites 2006 Actual 2007 Difference [ 2006 Actual 2007 2006 Actual 2007 Volumeteric
Residential 9,497 9,581 84 84,498,297 | 87,035,310 2,537,013
General Service < 50 kW 1,081 1,090 10 25,504,618 | 25,471,561 (33,056)
General Service 50 to 4,999 kW 108 109 1 241,321 218,225 (23,096)
Sentinel Lighting 105 83 (22) 178 141 (37)
Street Lighting 2,745 2,754 9 5,910 6,521 611
Unmetered Scattered Load 35 35 1) 267,964 428,118 160,154
Hydro One 0 4 4 0 115,967| 115,967
Total 13,571 13,656 85 110,270,878 | 112,934,989 | 247,409 340,854
2008 Actual:

E.L.K.'s operating revenue in fiscal 2008 was $5,349,455, as shown in Exhibit 3, Tab 1, Table 3-
1. Throughput revenue totaled $4,653,455 or 87.0% of total revenues. Other net operating

revenue accounts for the remaining revenue of $696,000.

Comparison 2008 Actual to 2007 Actual — Throughput Revenue:
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Table 3-29: Comparison 2008 Actual to 2007 Actual

Throughput Revenue 2007 2008 Difference $ | Difference %
Residential $2,121,308 | $2,848,845 | $727,537 34.3%
General Service < 50 kW $221,420 | $297,379 $75,959 34.3%
General Service 50 to 4,999 kW $1,115,017 | $1,497,717 | $382,700 34.3%
Sentinel Lighting $607 $815 $208 34.3%
Street Lighting $3,535 $4,747 $1,212 34.3%
Unmetered Scattered Load $2,943 $3,952 $1,009 34.3%
Hydro One $0 $0 $0

LV Revenue $0 $0 $0

Total $3,464,830 | $4,653,455 | $1,188,625 34.3%

The 2008 throughput revenue was $1,188,625 or 34.3% higher than the 2007 actual revenue
primarily due to an increase in the rates. The average RPP price increased from May 2007
(5.704 cents/kWh) to November 2008 (6.030 cents/kWh). The General Service 50 to 4,999 kW
revenue increased due to an increase in the weighted average price from a yearly average in
2007 (5.05 cents/kwh) to 2008 (5.17 cents/kwh). Further, there was an increase in the tariff of

rates and charges per the May 1, 2008 rate order for this customer class.

Table 3-30 below compares the 2007 Actual billing quantities to the 2008 Actual quantities.

10

11
12
13
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Table 3-30: Comparison 2008 Actual to 2007 Actual

Customer/Connections kWh kW
Billing Quantiites 2007 2008 Difference 2007 2008 2007 2008 Volumeteric
Residential 9,581 9,629 48 87,035,310 | 84,884,556 (2,150,754)
General Service < 50 KW 1,090 1,096 6 25,471,561 | 25,303,620 (167,942)
General Service 50 to 4,999 kW 109 110 1 218,225 209,583 (8,642)
Sentinel Lighting 83 61 (22) 141 104 (37)
Street Lighting 2,754 2,763 9 6,521 6,487 (34)
Unmetered Scattered Load 35 34 1) 428,118 293,947 (134,171)
Hydro One 4 4 0 115,967 112,771  (3,197)
Total 13,656 13,697 41 112,934,989 | 110,482,122 | 340,854 328,945
2009 Actual:

E.L.K.'s operating revenue in fiscal 2009 was $5,143,174, as shown in Exhibit 3, Tab 1, Table 3-
1. Throughput revenue totaled $4,383,414 or 85.2% of total revenues. Other net operating

revenue accounts for the remaining revenue of $759,760.



1

o o1 b W

10
11
12

13

E.L.K. Energy Inc.
EB-2011-0293
Exhibit 3

Tab 3

Schedule 1

Page 50f 8

Filed: September 19, 2012

Comparison 2009 Actual to 2008 Actual — Throughput Revenue:

Table 3-31: Comparison 2009 Actual to 2008 Actual

Throughput Revenue 2008 2009 Difference $ | Difference %
Residential $2,848,845 | $2,746,530 | ($102,315) (3.6%)
General Service < 50 kW $297,379 | $292,141 ($5,238) (1.8%)
General Service 50 to 4,999 kW $1,497,717 | $1,337,855 | ($159,862) (10.7%)
Sentinel Lighting $815 $632 ($183) (22.5%)
Street Lighting $4,747 $3,092 ($1,655) (34.9%)
Unmetered Scattered Load $3,952 $3,164 ($788) (19.9%)
Hydro One $0 $0 $0

LV Revenue $0 $0 $0

Total $4,653,455 | $4,383,414 | ($270,041) (5.8%)

The 2009 throughput revenue was $270,041 or 5.8% lower than 2008 actual revenue due to a

decrease in usage across all classes which resulted in the revenue decrease. In particular, the

General Service 50 to 4,999 kW class decrease can be further explained by the reduction in the
monthly average weighted hourly price from 5.17 cents/kWh in 2008 to 3.16 cents/kWh in 2009.

Table 3-32 below compares the 2008 Actual billing quantities to the 2009 Actual quantities.

Table 3-32: Comparison 2009 Actual to 2008 Actual

Customer/Connections kWh kW
Billing Quantiites 2008 2009 Difference 2008 2009 2008 2009 Volumeteric
Residential 9,629 9,741 111 84,884,556 | 82,921,826 (1,962,730)
General Service < 50 kW 1,096 1,122 26 25,303,620 | 25,064,151 (239,469)
General Service 50 to 4,999 kW 110 113 3 209,583 207,445 (2,138)
Sentinel Lighting 61 39 (22) 104 66 (37)
Street Lighting 2,763 2,772 9 6,487 5,754 (734)
Unmetered Scattered Load 34 34 0 293,947 285,456 (8,491)
Hydro One 4 4 0 112,771 109,952| (2,818)
Total 13,697 13,823 126 110,482,122 | 108,271,432 | 328,945 323,217
2010 Actual:

E.L.K.'s operating revenue in fiscal 2010 was $4,052,344, as shown in Exhibit 3, Tab 1, Table 3-
1. Throughput revenue totaled $3,387,254 or 83.6% of total revenues. Other net operating

revenue accounts for the remaining revenue of $665,099.



1

© 0O N o 0o WD

el ol o =
g M W N P O

=
D

17

E.L.K. Energy Inc.
EB-2011-0293

Exhibit 3

Tab 3

Schedule 1

Page 6 of 8

Filed: September 19, 2012

Comparison 2010 Actual to 2009 Actual Throughput Revenue:

Table 3-33: Comparison 2010 Actual to 2009 Actual

Throughput Revenue 2009 2010 Difference $ | Difference %
Residential $2,746,530 | $1,995,133 [ ($751,397) (27.4%)
General Service < 50 kW $292,141 | $191,107 | ($101,034) (34.6%)
General Service 50 to 4,999 kW $1,337,855 | $997,220 | ($340,635) (25.5%)
Sentinel Lighting $632 $413 ($219) (34.7%)
Street Lighting $3,092 $2,206 ($886) (28.7%)
Unmetered Scattered Load $3,164 $2,425 ($739) (23.4%)
Hydro One $0 $0 $0

LV Revenue $0 $198,741 | $198,741

Total $4,383,414 | $3,387,245 | ($996,169) (22.7%)

The 2010 throughput revenue was $996,169 or 22.7% lower than 2009 actual revenue due to
E.L.K. and its auditors determining there was an error in 2010 in E.L.K.'s tracking of the
differences between amounts paid to the IESO on account of power and various wholesale
market services, and amounts billed to E.L.K.’s customers on account of those items. In the
normal course, those differences would have been tracked in applicable variance accounts.
Balances in those accounts would have accrued carrying charges, and would have been
disposed of, either as a credit to customers or a charge to customers. E.L.K.’s 2010 distribution
revenue adjustment totaled $926,694 as a reduction to distribution revenue. E.L.K. determined
these differences were not booked to the correct variance accounts. Instead, these amounts
billed to customers on account of power (for example) were tracked in an energy sales account,
and the differences not moved into 1588 —the RSVA Power account. The effect of this error
was that E.L.K.’s revenues appeared to be much larger than they in fact were. This was also
detailed in E.L.K.’s submission on matters identified in Procedural Order No. 1 (EB-2011-0099).

Table 3-34 below compares the 2009 Actual billing quantities to the 2010 Actual quantities.

Table 3-34: Comparison 2010 Actual to 2009 Actual

Customer/Connections kWh kW
Billing Quantiites 2009 2010 Difference 2009 2010 2009 2010 Volumeteric
Residential 9,741 9,871 131 82,921,826 | 87,351,574 4,429,749
General Service < 50 kW 1,122 1,167 45 25,064,151 | 25,802,419 738,268
General Service 50 to 4,999 kW 113 108 (5) 207,445 200,283 (7,163)
Sentinel Lighting 39 18 (22) 66 30 (37)
Street Lighting 2,772 2,781 9 5,754 6,759 1,006
Unmetered Scattered Load 34 34 (1) 285,456 275,513 (9,943)
Hydro One 4 4 0 109,952 107,517 (2,436)
Total 13,823 13,981 158 108,271,432 | 113,429,506 | 323,217 314,588
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2011 Actual:

E.L.K.'s operating revenue in fiscal 2011 was $4,105,090 as shown in Exhibit 3, Tab 1, Table 3-
1. Throughput revenue totals $2,959,341 or 72.1% of total revenues. Other net operating
revenue accounts for the remaining revenue of $1,145,749

Comparison 2011 Actual to 2010 Actual Throughput Revenue:

Table 3-35: Comparison 2011 Actual to 2010 Actual

Throughput Revenue 2010 2011 Difference $ | Difference %
Residential $1,995,133 | $1,917,697 | ($77,436) (3.9%)
General Service < 50 kW $191,107 | $182,517 ($8,590) (4.5%)
General Service 50 to 4,999 kW $997,220 | $855,946 | ($141,274) (14.2%)
Sentinel Lighting $413 $564 $151 36.6%
Street Lighting $2,206 $563 ($1,643) (74.5%)
Unmetered Scattered Load $2,425 $2,054 ($371) (15.3%)
Hydro One $0 $0 $0

LV Revenue $198,741 $373,779 $175,038 88.1%
Total $3,387,245 | $3,333,120 | ($54,125) (1.6%)

The 2011 throughput revenue was 54,125 or 1.6% lower than 2010 actual revenue. This
minimal decrease is due to the decrease in usage primarily from E.L.K.'s General Service 50 to
4,999 customer class as shown in Table 3-36 below.

Table 3-36 below compares the 2010 Actual billing quantities to the 2011 Actual quantities.

Table 3-36: Comparison 2011 Actual to 2010 Actual

Customer/Connections kWh kW
Billing Quantiites 2010 2011 Difference 2010 2011 2010 2011 Volumeteric
Residential 9,871 9,932 61 87,351,574 | 85,048,309 (2,303,266)
General Service < 50 kW 1,167 1,194 28 25,802,419 | 28,389,839 2,587,420
General Service 50 to 4,999 kW 108 95 (13) 200,283 195,461 (4,822)
Sentinel Lighting 18 7 (11) 30 12 (18)
Street Lighting 2,781 2,790 9 6,759 5,760 (999)
Unmetered Scattered Load 34 33 1) 275,513 201,696 (73,817)
Hydro One 4 4 0 107,517 113,911 6,394
Total 13,981 14,054 73 113,429,506 | 113,639,844 | 314,588 315,143
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2012 Test Year:

E.L.K.'s 2012 Test Year operating revenue is forecast to be $4,907,711 as shown in Exhibit 3,
Tab 1, Table 3-1.. Throughput revenue totals $4,227,656 or 86.1% of total revenues. Other

operating revenue (net), accounts for the remaining revenue of $680,055

Comparison of 2012 Test Year to 2011 Actual Throughput Revenue:

© 0 N o

10
11

Table 3-37: Comparison 2012 Test to 2011 Actual

Throughput Revenue 2011 2012 Test | Difference $ | Difference %
Residential $1,917,697 | $2,536,483 | $618,786 32.3%
General Service < 50 kW $182,517 | $448,761 $266,244 145.9%
General Service 50 to 4,999 kW $855,946 | $661,267 | ($194,679) (22.7%)
Sentinel Lighting $564 $413 ($151) (26.7%)
Street Lighting $563 $129,221 $128,658 | 22852.2%
Unmetered Scattered Load $2,054 $3,210 $1,156 56.3%
Hydro One $0 $160,897 $160,897

LV Revenue $373,779 | $287,404 | ($86,375) (23.1%)
Total $3,333,120 | $4,227,656 | $894,536 26.8%

Total throughput revenue is forecast to be $894,536 or 26.8% higher than 2011 actual. This

variance is due to increased revenue resulting from this rate application.

Table 3-38 below compares the 2011 Actual billing quantities to the 2012 Test Year bhilling

quantltles.
Table 3-38: Comparison 2012 Test to 2011 Actual

Customer/Connections kWh kW
Billing Quantiites 2011 2012 Test | Difference 2011 2012 Test 2011 2012 Test | Volumeteric
Residential 9,932 10,023 92 85,048,309 | 93,093,255 8,044,946
General Service < 50 kW 1,194 1,214 20 28,389,839 | 31,699,824 3,309,985
General Service 50 to 4,999 kW 95 93 2 195,461 194,766 (695)
Sentinel Lighting 7 7 0 12 11 1)
Street Lighting 2,790 2,801 12 5,760 5,340 (420)
Unmetered Scattered Load 33 32 (0) 201,696 187,863 (13,833)
Hydro One 4 4 0 113,911 96,049| (17,862)
Total 14,054 14,176 122 113,639,844 | 124,980,942 | 315,143 296,166




o O hOWDNBE

E.L.K. Energy Inc.
EB-2011-0293

Exhibit 3

Tab 3

Schedule 2

Page 1 of 1

Filed: September 19, 2012

TRANSFORMER ALLOWANCE

E.L.K. currently provides a Transformer Ownership Allowance Credit of $0.60/kW to GS > 50
kW customers that own their own transformer facilities. E.L.K. is proposing to maintain this rate

for the 2012 Test Year for eligible customers.
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VARIANCE ANALYSIS ON OTHER DISTRIBUTION REVENUE

2006 Board Approved Comparison to 2006 Actual — Other Operating Revenue:

Table 3-39 below summarizes the variance by account description followed by a discussion on

those variances over $50,000.

Table 3-39: Comparison 2006 Actual to 2006 Board Approved

2006 Board
Other Distribution Revenue Approved 2006 Difference $ | Difference %
Specific Service Charges $62,120 $44,778 ($17,342) (27.9%)
Late Payment Charges $67,219 $63,348 ($3,871) (5.8%)
Other Operating Revenues $55,129 $61,390 $6,261 11.4%
Other Income or Deductions $150,807 | $649,783 $498,977 330.9%
Total $335,275 $819,300 $484,024 144.4%

Other income and deductions for 2006 was 330.9% or $498,977 higher than the amounts

approved in the 2006 EDR. Based on a detailed review, it appears that some items do not

appear to be included in the Board approved amount, specifically interest and dividend income

totaling $171,702 and revenues from non-utility operations totaling $240,535 which together

total $412,237 the majority of the difference.

2007 Actual Comparison to 2006 Actual — Other Operating Revenue

Table 3-40 below summarizes the variance by account

Table 3-40: Comparison 2007 Actual to 2006 Actual

Other Distribution Revenue 2006 2007 Difference $ | Difference %
Specific Service Charges $44,778 $64,739 $19,961 44.6%
Late Payment Charges $63,348 $78,293 $14,945 23.6%
Other Operating Revenues $61,390 $76,379 $14,988 24.4%
Other Income or Deductions $649,783 | $639,642 ($10,141) (1.6%)
Total $819,300 [ $859,053 $39,753 4.9%
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2008 Actual Comparison to 2007 Actual — Other Operating Revenue

Table 3-41 below summarizes the variance by account description followed by a discussion on

those variances over $50,000.

Table 3-41: Comparison 2008 Actual to 2007 Actual

Other Distribution Revenue 2007 2008 Difference $ | Difference %
Specific Service Charges $64,739 $41,352 ($23,387) (36.1%)
Late Payment Charges $78,293 $101,445 $23,152 29.6%
Other Operating Revenues $76,379 $58,151 ($18,228) (23.9%)
Other Income or Deductions $639,642 | $495,052 | ($144,590) (22.6%)
Total $859,053 | $696,000 | ($163,053) | (19.0%)

Other income and deductions for 2008 was 22.6% or $144,590 lower than the amounts in

2007 due to reductions in interest income earned on all of E.L.K.’s bank account balances. The

interest rate significantly decreased from the beginning of 2007 to the end of 2008 resulting in a

decrease of $117,000 in interest alone on E.L.K.'s bank accounts.

2009 Actual Comparison to 2008 Actual — Other Operating Revenue

Table 3-42 below summarizes the variance by account description.

Table 3-42: Comparison 2009 Actual to 2008 Actual

Other Distribution Revenue 2008 2009 Difference $ | Difference %
Specific Service Charges $41,352 $68,261 $26,909 65.1%
Late Payment Charges $101,445 | $146,753 $45,308 44.7%
Other Operating Revenues $58,151 $18,745 ($39,406) (67.8%)
Other Income or Deductions $495,052 | $526,001 $30,949 6.3%
Total $696,000 $759,760 $63,760 9.2%

2010 Actual Comparison to 2009 Actual — Other Operating Revenue:

Table 3-43 below summarizes the variance by account description followed by a discussion on

those variances over $50,000.
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Table 3-43: Comparison 2010 Actual to 2009 Actual

Other Distribution Revenue 2009 2010 Difference $ | Difference %
Specific Service Charges $68,261 $52,826 ($15,435) (22.6%)
Late Payment Charges $146,753 $99,989 ($46,764) (31.9%)
Other Operating Revenues $18,745 $79,053 $60,308 321.7%
Other Income or Deductions $526,001 | $433,231 | ($92,770) (17.6%)
Total $759,760 | $665,099 ($94,661) (12.5%)

Other operating revenues for 2010 were 321.7% or $60,308 higher than the amounts in 2009
due to rent from electric property increasing approximately $50,000 from 2010 to 2009. In 2009
this similar revenue was included as part of revenue from non-utility operation which is part of

other income or deductions.

Other income and deductions for 2010 were 17.6% or $92,770 lower than the amounts in 2009
due to net revenue from non-utility operations decreasing by $195,000. This is primarily the
result of E.L.K. devoting significant resources to the installation of Smart Meters on the majority
of its customer base and therefore not devoting as many resources to other non-utility revenue
jobs. Offsetting the $195,000 decrease is also an increase of approximately $42,000 for the
special purpose charge recovery which began in May 2010 as well as the sale of the Harrow
Service centre E.L.K. owned which generated a gain on disposal of $56,000. The resultant

effect of all three changes totals $97,000 which explains the variance.

2011 Actual Comparison to 2010 Actual — Other Operating Revenue:

Table 3-44 below summarizes the variance by account description followed by a discussion on

those variances over $50,000.

Table 3-44: Comparison 2011 Actual to 2010 Actual

Other Distribution Revenue 2010 2011 Difference $ | Difference %
Specific Service Charges $52,826 $65,524 $12,698 24.0%
Late Payment Charges $99,989 $127,882 $27,893 27.9%
Other Operating Revenues $79,053 $66,689 ($12,364) (15.6%)
Other Income or Deductions $433,231 | $513,834 $80,602 18.6%
Total $665,099 $773,929 $108,829 16.4%
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Other income and deductions for 2011 were 18.6% or $80,602 higher than the amounts in 2010
due to net revenue from non-utility operations increasing approximately $134,000. There were
no gains on disposal of property in 2011 in comparison to the $56,000 gain in 2010. The
resultant effect of the above two differences totals a $78,000 increase, which explains the

majority of the $80,602 variance.
Comparison to 2012 Test Year to 2011 Actual- Other Operating Revenue:

Table 3-45 below summarizes the variance by account description followed by a discussion on

those variances over $50,000.

Table 3-45: Comparison 2012 Test to 2011 Actual

Other Distribution Revenue 2011 2012 Difference $ | Difference %
Specific Service Charges $65,524 $66,000 $476 0.7%
Late Payment Charges $127,882 $130,000 $2,118 1.7%
Other Operating Revenues $66,689 $72,305 $5,616 8.4%
Other Income or Deductions $513,834 | $411,750 | ($102,084) (19.9%)
Total $773,929 | $680,055 ($93,874) (12.1%)

Other income and deductions for 2012 were 19.9% or $102,084 lower than the amounts in 2011
due to net revenue from non-utility operations decreasing primarily from a decreased amount of
Program Administration Budget (PAB) Funding from the OPA for the 2011-2014 CDM
programs. As well, the special purpose charge recovery revenue ceased in May 2011 resulting

in a decrease of approximately $40,000.
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The operating costs presented in this Exhibit represent the annual expenditures required to

sustain E.L.K.'s distribution operations.

E.L.K. follows the OEB’s Accounting Procedures

Handbook (the “APH") in distinguishing work performed between operations and maintenance.
A summary of E.L.K.’s operating costs for 2006 Actual, 2007 Actual, 2008 Actual, 2009 Actual,
2010 Actual, 2011 Actual and the 2012 Test Year, in accordance with the Filing Requirements,

is provided in Table 4.1 below. A summary of the variances as required by the Filing

Requirements is provided in Tables 4.2 through 4.7.

Table 4.1
Summary of OM & A Expenses
2012 Test
Description 2006 Actual | 2007 Actual | 2008 Actual | 2009 Actual | 2010 Actual | 2011 Actual Year
Operations $ 230558 |% 215650 |$ 211,133 |$ 298927 |$ 236550 |$ 246,823 |$ 291,000
Maintenance $ 244876|% 390,707 |$ 408,784 |$ 506972 |$% 308857 |$ 522563 |$ 455,000
Billing & Collecting $ 513809 |% 538534|$ 800194 |$ 846,728 |$% 710,772 |$ 795381 |$ 775,064
Community Relations $ 13,421 |$ 20335|$ 16,882 | $ 14,124 | $ 15,930 | $ 3,795 | $ 10,000
Administrative & General Expense | $ 795,730 |$ 762,787 |$ 735060|$% 831441|$% 809,795|$ 849,160 | $ 1,075,446
Total OM & A Expense $ 1,798,394 | $1,928,013 | $ 2,172,053 | $ 2,498,192 | $ 2,081,904 | $ 2,417,722 | $ 2,606,510
Year over year Increase - Actual Years 7% 13% 15% -17% 16% 8%
Inflation Rate (Canada CPI) 2.2% 2.3% 0.3% 1.8% 2.9% 1.5%

* 2012 Inflation Rate of 1.5% based on June 2011 — June 2012 Canada CPI from

www.statcan.gc.ca
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Table 4.2 Summary OM&A Expense Variances 2006 Actual vs. 2007 Actual

OM & A: 2006 Actual vs. 2007 Actual

Description 2006 Actual | 2007 Actual | Variance $ |Variance %
Operations $ 230558 (% 215,650 |$ (14,908) -6%
Maintenance $ 244876 |% 390,707 | $ 145,831 60%
Billing & Collecting $ 513809 |$ 538534 % 24,725 5%
Community Relations $ 13,421 | $ 20,335 | $ 6,914 52%
Administrative & General Expenseg $ 795,730 | $ 762,787 [ $ (32,943) -4%
Total OM & A Expense $ 1,798,394 [ $ 1,928,013 |$ 129,619 %

Table 4.3 Summary OM&A Expense Variances 2007 Actual vs. 2008 Actual

OM & A: 2007 Actual vs. 2008 Actual

Description 2007 Actual | 2008 Actual | Variance $ [Variance %
Operations $ 215650 |$ 211,133 |$ (4,517) -2%
Maintenance $ 390,707 |$ 408,784 | $ 18,077 5%
Billing & Collecting $ 538534 |$% 800,194 ($ 261,660 49%
Community Relations $ 20,335 | $ 16,882 | $ (3,453) -17%
Administrative & General Expensey $ 762,787 | $ 735,060 | $ (27,727) -4%
Total OM & A Expense $ 1,928,013 |$ 2,172,053 | $ 244,040 13%
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Table 4.4 Summary OM&A Expense Variances 2008 Actual vs. 2009 Actual

OM & A: 2008 Actual vs. 2009 Actual

Description 2008 Actual | 2009 Actual | Variance $ |Variance %
Operations $ 211,133 ($ 298,927 | $ 87,794 42%
Maintenance $ 408,784 |$ 506,972 |$ 98,188 24%
Billing & Collecting $ 800,194 |$ 846,728 |$ 46,534 6%
Community Relations $ 16,882 | $ 14,124 | $ (2,758) -16%
Administrative & General Expenseg $ 735,060 | $ 831,441 ($ 96,381 13%
Total OM & A Expense $ 2,172,053 |$ 2,498,192 | $ 326,139 15%

Table 4.5 Summary OM&A Expense Variances 2009 Actual vs. 2010 Actual

OM & A: 2009 Actual vs. 2010 Actual

Description 2009 Actual | 2010 Actual | Variance $ |Variance %
Operations $ 298927 |$ 236550 ($ (62,377) -21%
Maintenance $ 506972 |3% 308,857 | $ (198,115) -39%
Billing & Collecting $ 846,728 % 710,772 | $ (135,956) -16%
Community Relations $ 14,124 | $ 15,930 | $ 1,806 13%
Administrative & General Expense§ $ 831,441 |$ 809,795 | $ (21,646) -3%
Total OM & A Expense $ 2,498,192 | $ 2,081,904 | $ (416,288) -17%
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Table 4.6 Summary OM&A Expense Variances 2010 Actual vs. 2011 Actual

OM & A: 2010 Actual vs. 2011 Actual

Description 2010 Actual | 2011 Actual | Variance $ [Variance %
Operations $ 236550 ($ 246,823 | $ 10,273 4%
Maintenance $ 308857 |$ 522563 (% 213,706 69%
Billing & Collecting $ 710,772 |$ 795381 |$ 84,609 12%
Community Relations $ 15,930 | $ 3,795 |$ (12,135) -76%
Administrative & General Expenseg $ 809,795 | $ 849,160 [ $ 39,365 5%
Total OM & A Expense $ 2,081,904 | $ 2,417,722 |$ 335,818 16%

Table 4.7 Summary OM&A Expense Variances 2011 Actual vs. 2012 Test

OM & A: 2011 Actual vs. 2012 Test

Description 2011 Actual 2012 Test Variance $ |Variance %
Operations $ 246,823 |$ 291,000 |$ 44177 18%
Maintenance $ 522563 % 455,000 |% (67,563) -13%
Billing & Collecting $ 795381 |% 775,064 ($ (20,317) -3%
Community Relations $ 3,795 | $ 10,000 | $ 6,205 164%
Administrative & General Expenseg $ 849,160 | $ 1,075,446 | $ 226,286 27%
Total OM & A Expense $ 2,417,722 |$ 2,606,510 | $ 188,788 8%

For comparison purposes E.L.K. has provided Table 4.8 which compares the cost per customer
of E.L.K. to the LDCs in its cohort as those cohorts were established in the 2008 PEG report.
The expenses and customer numbers are as reported in the 2010 OEB Yearbook. The data
presented shows that E.L.K. compares very favorably to the other members of the cohort.
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Mid-Size Southern

Medium-High Undergrounding ELK. LDCA LDCC LDCD LDCE LDCF LDC G LDC | LDCJ LDCL LDCN
Residential Customers 9899 11238 31037 17373 19543 23336 19301 14538 25915 6537 12847
General Service <50 KW Customers 1187 777 3588 1985 1692 3264 2429 1687 2046 1224 1378
General Service >50 KW Customers 119 31 387 221 176 344 277 194 222 121 148
Total Customers 11205 12046 35012 19579 21411 26944 22007 16419 28183 7882 14373
Expenses

Operating $ 236,550 [ $ 23217 $1,688,112 | $ 574,450 | $1,297,663 | $2,404,496 | $ 213,163 $ 677,862 |$ 740,910 $ 350,388 $ 209,691

Maintenance $ 310,300 [ $ 487,145 $1,211,448 | $ 872,068 | $ 932,588 [ $ 940,362 | $1,236,423 $ 408,347 | $1,444,596 $ 394,912 $ 675,782

Administrative $1,536,447 | $1,667,677 $3,466,199 | $2,543,298 | $2,503,075 | $2,657,828 | $2,844,734 $2,250,550 | $3,294,849 $1,024,249 $3,551,535

Other $ 31,759 [ $ 25004 $ 954,940 |$ 50,045 | $ 65416 [$ 155272 | $ 115227 $ 114,870 |$ 68,136 $ 31,673 $ 32,041
Total OM & A Expenses $2,115,056 | $2,203,043 $7,320,699 | $4,039,861 | $4,798,742 | $6,157,958 | $4,409,547 $3,451,629 | $5,548,491 $1,801,222 $4,469,049
OM & A Per Customer $ 18876 | $ 182.89 $ 209.09 ([$ 20634 |$ 22413 |$ 22855 |$ 200.37 $ 21022 |$ 196.87 $ 22852 $ 31093

E.L.K. also provides for reference purposes some statistics reported from the PSE report on
Third Generation Incentive Regulation Stretch Factor for 2012. With respect to the econometric

benchmarking, which indicates a company’s actual costs compared to the predicted costs for a

company with similar characteristics, E.L.K.’s rank is 22 out of 77. Another measure, the unit

Cost indexing reports the ratio of the average actual OM & A unit cost index of each company in

the last three years to the peer group’s average OM & A unit cost index over the same years. A

lower ratio of actual unit cost to peer group unit cost implies better performance. Table 4.9

below displays the unit costing index results which shows E.L.K. in comparison to other

comparable utilities. The results show that E.L.K. compares favorably to the other utilities in its

cohort.
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Table 4.9 — Unit OM & A Cost Indexes

Avg Last

Mid-size Southern Medium-High 3

Undergrounding 2005 2006 2007 2008 2009 2010 |Avail Yrs [Avg/Grp Avg| %age Diff
Chatham-Kent Hydro Inc. 0.671| 0.678| 0.696[ 0.759] 0.782| 0.916 0.819 0.791| -20.90%
Festival Hydro Inc. 0.717| 0.801] 0.791 0.82| 0.848| 0.882 0.85 0.82 -18%
Peterborough Distribution Incorporated 0.763 0.864 0.894 0.967 0.907 0.851 0.908 0.877| -12.30%
Kingston Hydro Corporation 0.925 0.834 0.832 0.91 0.928 1.019 0.952 0.919 -8.10%
Essex Powerlines Corporation 1.132 1.105 1.023 0.977 0.945 0.964 0.962 0.929 -7.10%
Westario Power Inc. 0.964| 0.953| 0912 1.088 1.002| 0.929 1.006 0.971 -2.90%
E.L.K. Energy Inc. 0.562| 0.828| 0.863| 0.976] 1.134| 0.916 1.009 0.974 -2.60%
St. Thomas Energy Inc. 0.946| 1.073| 1.016] 0.989] 1.075| 1.062 1.042 1.006 0.60%
Welland Hydro-Electric System Corp. 0.809 0.752 0.968 0.985 1.111 1.056 1.05 1.014 1.40%
Wasaga Distribution Inc. 0.921| 0.982| 0.962 1.005| 1.047| 1.111 1.054 1.018 1.80%
W oodstock Hydro Services Inc. 0.93 0.961 0.993 1.019 1.075 1.109 1.068 1.031 3.10%
Niagara Peninsula Energy Inc. 1.038 1.039 0.986 1.077 1.097 1.125 1.099 1.061 6.10%
Bluewater Power Distribution Corporation 1.03 1.103 1.045 1.069 1.211 1.221 1.167 1.126 12.60%
COLLUS Power Corp. 0.812| 0.973] 1.012 1.111] 1.228] 1.216 1.185 1.144 14.40%
Erie Thames Powerlines Corporation 1.329 1.275 1.528 1.477 1.331 1.294 1.367 1.32 32%

Detailed information with respect to OM&A costs and variances, arranged by USoA account, is
provided at Exhibit 4, Tab 2, Schedule 2.

The variance used to determine the OM&A accounts requiring analysis has been prescribed by
the Filing Requirements as $50,000 for a distributor with a distribution revenue requirement less
than or equal to $10 million. E.L.K. falls within this classification. E.L.K. has provided analysis

for all variances greater than $50,000.
OM&A Costs:

OMG&A costs in this Exhibit, Exhibit 4 represent E.L.K.’s integrated set of asset maintenance and
customer activity needs to meet public and employee safety objectives; to comply with the
Distribution System Code, environmental requirements and government direction; and to
maintain distribution business service quality and reliability at targeted performance levels.
OMG&A costs also include providing services to customers connected to E.L.K.’s distribution
system, and meeting the requirements of the OEB’s Standard Supply Service Code and Retail

Settlement Code.
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The proposed OM&A cost expenditures for the 2012 Test Year are the result of a business
planning and work prioritization process that ensures that the most appropriate, cost effective

solutions are put in place.

E.L.K. is proposing recovery of 2012 Test Year OM&A costs, excluding amortization, PILs and
Interest totaling $2,606,509.

OM&A Budgeting Process Used by E.L.K.:

The operating budget is prepared annually by management and is reviewed and approved by
the Board of Directors. The budget is started before the start of each fiscal year, and completed
in Q1 of the following year. It provides a plan against which actual results may be evaluated.

Once approved the budget is only revised if a material change in plan is required.

The operating budget is a component of the overall budget process described in Exhibit 1, Tab
2, Schedule 2. The Operations Manager and Manager, Finance & Regulatory Affairs provide
input for the preparation of the operational and capital budget. The following are some of the

tasks undertaken during the budgeting process.

o OQutside expenses for all operational and capital budgets are built using previous year

actual and current year forecast as the base;
e Significant variances from prior years are explained,;

e Accounting prepares a total labor budget using projected wage and benefit cost.
Overtime and account distribution are based on previous years actual plus any identified

or potential changes for the future year,;

Income Tax, Large Corporation Tax and Ontario Capital Taxes:

E.L.K. is subject to the payment of PILs under Section 93 of the Electricity Act, 1998, as
amended. The Applicant does not pay Section 89 proxy taxes, and is exempt from the payment
of income and capital taxes under the Income Tax Act (Canada) and the Ontario Corporations
Tax Act. Please refer to Exhibit 4, Tab 3, Schedule 1 for further tax calculations and a copy of
the 2011 Federal T2 return in Appendix 4-C.
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DEPARTMENTAL AND CORPORATE OM&A ACTIVITIES:
e OPERATIONS & MAINTENANCE DEPARTMENT

The expenses for the Operations department include all costs relating to the operation
(5000-5095) and maintenance (5105-5195) of E.L.K.'s electrical system. This includes
both direct labor costs and non-capital material spending to support both scheduled and
reactive maintenance events. In addition, costs are allocated from support departments to
cover the costs of Labour Burden, Engineering and Stores. E.L.K.’s maintenance strategy
is, to the extent possible, to minimize reactive and emergency-type work through an
effective planned maintenance program (including predictive and preventative actions).

E.L.K.’s customer responsiveness and system reliability are monitored continually to
ensure that its maintenance strategy is effective. This effort is coordinated with E.L.K.’s
capital project work, so that where maintenance programs have identified matters the
correction of which require capital investments, E.L.K. may adjust its capital spending

priorities to address those matters.

Operations is responsible for the direction, planning, co-ordination and supervision of the
activities of the operations department. The department is also responsible for the quality
and quantity of work, maintenance of work schedules and safety of all personnel working
within the department and is responsible for both the short and long term planning for all
operational functions of the Board. The Operations Department is responsible for
maintaining compliance with all regulatory requirements (i.e., Ontario Energy Board,
Independent Electricity System Operator, Infrastructure Health & Safety Association,
Electrical Safety Authority, etc.).

e Predictive Maintenance:

Predictive maintenance activities involve the visual inspection of elements of the E.L.K.
distribution system. Any identified deficiencies found are prioritized and addressed within

a suitable time frame.
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e Preventative Maintenance:

Preventative maintenance activities include inspection, servicing and repair of network
components. This includes overhead and pad-mounted load break switch maintenance as
well as overhead and pad-mounted transformers. Also included are regular inspection and
repair of substation components and ancillary equipment. The work is performed using a

combination of time and condition based methodologies.

¢ Emergency Maintenance:

This item includes unexpected repairs to the electrical system that must be addressed
immediately. The costs include those related to repairs caused by storm damage,
emergency tree trimming and on-call premiums. E.L.K. constantly evaluates its
maintenance data to adjust predictive and preventative actions. The ultimate objective is
to reduce this emergency maintenance. An answering service company has been
contracted to contact “on call” lineperson and supervisory staff in the event of service

problems outside of normal business hours.

e Service Work:

The majority of costs related to this work pertain to service upgrades requested by
customers, and requests to provide safety cover-up for work (overhead line cover-ups).
This includes service disconnections and reconnections by E.L.K. for all service classes;
assisting pre-approved contractors; the making of final connections after Electrical Safety

Authority (“ESA”) inspection for service upgrades; and changes of service locations.

e Metering:

The Operations Department is responsible for the installation, testing, and commissioning
of new and existing simple and complex metering installations. Testing of complex
metering installations ensures the accuracy of the installation and verifies meter multipliers
for billing purposes. Revenue protection is another activity performed whereby the
Operations Department proactively investigates the diversion and theft of power.
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e Substation Services:

Substation services activities address the maintenance of all equipment at E.L.K.'s 1
substation. This includes both labor costs and non-capital material spending to support
both scheduled and emergency maintenance events. As with the maintenance activities,
E.L.K.’s substation maintenance strategy focuses on minimizing, to the extent possible,
emergency-type work by improving the effectiveness of E.L.K.’s planned maintenance

program (including predictive and preventative actions) for its substation.

In 2012 the Operations Department will be responsible for keeping asset related data up to
date in an asset data base and mapping software. The data base and mapping system
will be used for asset management activities, troubleshooting system problems, delivering
underground utility locating services for excavating contractors and for design and
construction activities including new capital projects and customer connections.
Operations costs were allocated to operations, maintenance, capital, and third party
receivable accounts based on total labor, truck and material costs. A standard overhead
percentage is set at the beginning of the year and adjusted to actual at year end.

e Warehouse

The Operations Manager is accountable for managing the procurement, control, and
movement of materials within E.L.K.’'s service centre. This would include monitoring
inventory levels, issuing material requests for pricing, issuing purchase orders for material

purchase, approving material for use and material returns as required.
e Transportation Fleet

Responsibility for this area falls within the Operations Manager’s duties and involves the
maintenance and control of approximately 15 fleet vehicles. Its objectives include
keeping maintenance schedules to ensure vehicle reliability and safety, and the
minimization of vehicle down time. Vehicle costs are allocated to operations,
maintenance, capital and third party receivable accounts based on number of hours used.
A standard hourly cost/hr is set for all vehicles within the fleet and reviewed and adjusted

annually based on the previous year’s actual results.
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LABOUR BURDEN/SAFETY AND HEALTH

The accounting department collects the cost of all employee benefits and payroll taxes such as
El, CPP, EHT, WSIB, and group insurances. Costs are allocated to all departments, and capital
based on direct labour. An overhead rate is set at the beginning of each year and reviewed and

adjusted annually if applicable.

With regard to Health and Safety, costs include Health & Safety program supplies and training
as well labour costs associated with safety meetings. E.L.K. is committed to maximizing
productivity and reducing risk of injury by initiating safety and health measures that focus on
preventative actions. The commitment to safety and health is significant, and involves
documenting unsafe behaviors, monitoring conformance to established standards and policies,
determining the effectiveness of safety training and monitoring the resolution of safety
recommendations/audits; commitment to continuous improvement in training; and identifying

and correcting root causes for system deficiencies.
CUSTOMER SERVICE

The Customer Service Department is responsible for the customer care activities for the
approximately 11,500 customers in E.L.K’s service area. These activities include meter
reading, billing, call centre, collections, and other back office functions. E.L.K. aspires to
achieve customer service excellence in its processes and customer programs. The costs
associated with the Customer Service department are collected in accounts 5305 to 5340.

Meter Reading:

E.L.K. Energy is currently on Time-of-Use pricing for Residential and General Service <
50 kW customers. The smart metering system includes an Advanced Metering
Infrastructure (*“AMI”) and Meter Data Management/Repository (*“MDM/R”) functions. An
AMI is the infrastructure within which date and time-stamped hourly meter reads are
remotely collected and transmitted daily to E.L.K.’s control computer and to the MDM/R.
Therefore, physical meter reading is now performed primarily only for General Service >
50 kW customers of E.L.K., those not on Time-of-Use pricing. E.L.K. linepersons
complete these physical meter readings. On average, E.L.K. reads approximately 200
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electric service meters per month. Previous to E.L.K.'s September 2011 Time-of-Use
implementation date, E.L.K. contracted a third-party meter reading company for physical

meter reads for the majority of E.L.K.’s customer base.
Billing:

E.L.K. performs monthly billing and issues approximately 135,000 electricity invoices
annually to customers. On average this total includes 1,400 final bills for customers
moving within or outside of E.L.K.’s service territory. A monthly billing schedule is created
based on the meter reading schedule to ensure timely billing of services. The billing
functions include the VEE processes; EBT and retailer settlement functions for 1,095
retailer accounts; MDM/R processes; account adjustments; processing meter changes;
and other various account related field service orders and mailing services. E.L.K. offers
customers a number of billing and payment options including walk-in counter service, an
equal payment plan and a preauthorized payment plan. E.L.K. is also now offering the
option for customers to pay through credit card payment.

Collections:

Collections involve a combination of activities, including the collection of overdue active
accounts, security deposits and final bills for service termination. In an effort to minimize
credit losses, E.L.K. enforces a prudent credit policy in accordance with the Distribution
System Code. Active overdue accounts are collected by in-house staff through reminder
notices as well as final notices, and staff also attempt to contact customers with overdue
accounts by a direct telephone call. Final bill collections are turned over to a collection
agency after in-house collection methods are exhausted.

Community Relations:

E.L.K. is committed to providing consumer information and responses, in a timely and
proactive manner, on electricity distribution and related issues. E.L.K. maintains a
presence in the communities it serves, where E.L.K. staff is available to answer customer
guestions in a friendly environment. For example, E.L.K. was part of a town hall meeting
in which E.L.K. representatives described in detail a customer’s statement of account and
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answered customer concerns. E.L.K. also cordially co-operates with local news and
media agencies throughout the year in trying to communicate effectively the changes

within E.L.K. and the electrical distribution industry.

Since LDCs are the “face-to-the-customer” for the electricity industry, E.L.K. has an
important role to play in educating the public about electricity safety and energy
conservation. On June 22" new responsibilities were assigned to Local Distribution
Companies through a new Conservation Demand Management (CDM) Code which
requires conservation programming be available and accessible within each LDC
community. E.L.K. continues to participate with the OPA in administering programs
directed at Energy Conservation, currently through a third-party provider. E.L.K. is
currently active in both the residential as well as commercial and industrial programs for
years 2011-2014. As well, a directive was issued to LDCs to achieve targets for overall
energy and peak reductions for years 2011-2014. E.L.K. is working diligently to meet its
targets. E.L.K. is active in the community promoting conservation initiatives, attending a
number of community events each year. Further, E.L.K. provides bill inserts to its
customers regarding OPA conservation programs and to keep them informed to the extent
possible regarding Time-of-Use pricing. Just recently in Q2 of 2012, E.L.K. has
completely redesigned its website which provides its customers an interactive tool to learn
about the services E.L.K. offers, with many industry links. E.L.K. has also recently
incorporated an eCare web portal through Harris (E.L.K.’s CIS vendor). This additional
module was implemented in Q3 of 2011. Harris’ eCare customer web portal provides a
new level of customer service for E.L.K. by giving its customers a means of accessing
important billing information twenty-four hours a day seven days a week. Individuals and
businesses can quickly review their bill history, payment history, consumption history,
meter reading history, and print bills. E.L.K. is committed to improving the communication

between itself and its customers.
ADMINISTRATIVE AND GENERAL EXPENSES

Administrative and general expenses (5605 -6205) include expenses incurred in connection with
the general administration of the utility's operations. Within E.L.K., the following functional areas

are considered to be part of general administration and, as such, expenses incurred within
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these functional areas are accounted for as administrative and general expenses. Cost
allocation may result in some expenses being allocated to different cost centres based on the

work performed:

o Executive Salaries and Expenses (5605);
o Management Salaries and Expenses (5610);
e General Administrative Salaries and Expenses (5615);

Executive Salaries and Expenses: 5605

This account includes salaries for E.L.K.’s Board of Directors, which includes: seven Directors,
one Vice-Chair and One Chair, a total of 9 total members. In addition, two E.L.K. staff are also
presently on the board, being the Chief Executive Officer and Manager, Finance & Regulatory
Affairs. There is no additional compensation for the E.L.K. staff representatives. This account
only possesses the salaries of the Board of Directors, and no other management or executive
staff members.

Management Salaries and Expenses: 5610

Management Salaries and Expenses are comprised of the management positions at E.L.K. This
includes the Chief Executive Officer; Director, Finance & Regulatory Affairs; and Manager,
Finance & Regulatory Affairs. The Finance Department is responsible for the preparation of
statutory, management and Board of Directors financial reporting in accordance with GAAP; all
daily accounting functions, including accounts payable, accounts receivable, and general
accounting; treasury functions including cash management, risk management, accounting
systems and internal control processes; preparation of consolidated budgets and forecasts; and
supporting tax compliance. The department is also responsible for all regulatory reporting and
compliance with applicable codes and legislation governing E.L.K. including development and
preparation of rate filings, performance reporting, and compliance. Human resource related
functions are also supported from the Finance Department. The Chief Executive Officer
oversees the entire corporation, reports to E.L.K.’s shareholder and is a primary contact
between E.L.K. and the Board of Directors.
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General Administrative Salaries and Expenses: 5615

The Corporate Administration and Personnel Administration department is responsible for
providing support services required to operate an effective corporation. Expenses included in
General Administrative Salaries include salary and related payroll burdens associated with the
Administrative Assistants.

Office Supplies and Expenses: 5620

Office Supplies and Expenses include a wide variety of costs such as bank service charges;
books and subscriptions; communication type expenses which include E.L.K.’s after hours call
centre and communication devices; office equipment and supplies; membership fees and dues;

postage and printing costs and travel and miscellaneous incidentals.
Outside Service Employed: 5630

Outside Services Employed include, but are not limited to, consulting and professional fees of

accountants and auditors, actuaries, legal services, and tax consultants.
Employee Pensions and Benefits: 5645

Employee Pensions and Benefits include annual expenses for post-retirement benefits provided
to eligible E.L.K. employees in accordance with company policy and as provided in the
collective bargaining agreement between E.L.K. and its union. The annual expense and liability
are determined in accordance with Section 3461 of the CICA Handbook and supported by an
actuarial valuation that is completed every three years with actuarial extrapolation for the other

years.
Regulatory Expenses: 5655

Regulatory Expenses include those expenses incurred in connection with Decisions and Orders
on Cost Awards for hearings, proceedings, technical sessions, LEAP funding and other matters
before the OEB or other regulatory bodies, including annual assessment fees paid to a
regulatory body. Annual fees assessed by the OEB and regulatory related expenses to
consultants are included in this expenditure category.
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Miscellaneous General Expense: 5665

Other miscellaneous costs are included in this account as well as payouts for successful liability

claims.
Maintenance of General Plant: 5675

Expenses under Maintenance of General Plant include all costs of operating the service centre
and office building. These include items such as: building utility costs, maintenance & repairs to
the office building, lawn care, and burdened salaries.

Electrical Safety Authority (“ESA”): 5680

Expenses under Electrical Safety Authority (“ESA”) fees include all annual charges from the
ESA as well as annual audit expenses.
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USoA Distribution Expenses - Operation 2006 Actual | 2007 Actual | 2008 Actual | 2009 Actual | 2010 Actual | 2011 Actual
5005 [Operation Supervision and Engineering 72,064 71,389 58,337 60,020 55,207 60,876
5010 [Load Dispatching - 269 449 82 4,836 277
5012 |Station Buildings and Fixtures Expense - - - - - -
5014 [Transformer Station Equipment - Operation Labour - - - - - -
5015 |Transformer Station Equipment - Operation Supplies and Expenses - - - - - -
5016 [Distribution Station Equipment - Operation Labour 1,061 729 2,559 1,648 661 460
5017 [Distribution Station Equipment - Operation Supplies and Expenses - - - - - -
5020 [Overhead Distribution Lines and Feeders - Operation Labour 49,507 39,309 43,302 45,900 35,367 40,304
5025 [Overhead Distribution Lines and Feeders - Operation Supplies and Expenses - - - - - 24
5030 [Overhead Sub-transmission Feeders - Operation - - - - - -
5035  [Overhead Distribution Transformers - Operation 417 1,039 1,147 2,459 2,385 4,180
5040 [Underground Distribution Lines and Feeders - Operation Labour 78,636 87,955 86,907 109,885 77,137 103,084
5045 [Underground Distribution Lines and Feeders - Operation Supplies and Expenses, - - - 59 - -
5050 [Underground Sub-transmission Feeders - Operation - - - - 1,179 -
5055 [Underground Distribution Transformers - Operation 1,328 (1,325) 2,127 4,525 - 2,550
5060 |Street Lighting and Signal System Expense - - - - - -
5065  [Meter Expense 17,365 6,569 16,205 52,782 22,654 20,937
5070 [Customer Premises - Operation Labour - - - - - -
5075 [Customer Premises - Operation Materials and Expenses - - - - - -
5085 [Miscellaneous Distribution Expenses - 878 - - - -
5090 [Underground Distribution Lines and Feeders - Rental Paid - - - - - -
5095 [Overhead Distribution Lines and Feeders - Rental Paid 10,180 8,837 100 21,566 37,124 14,131
5096 |Other Rent - - - - - -
TOTAL OPERATING EXPENSES 230,558 215,650 211,133 298,927 236,550 246,823

Table 4.11 Detailed Account by Account Maintenance Expenses

USoA Distribution Expenses - Maintenance 2006 Actual | 2007 Actual | 2008 Actual | 2009 Actual | 2010 Actual | 2011 Actual
5105|Maintenance Supervision and Engineering - - - - - -
5110|Maintenance of Buildings and Fixtures - Distribution Stations - - - - - -
5112|Maintenance of Transformer Station Equipment - - - - - -
5114|Maintenance of Distribution Station Equipment - - - - - -
5120(Maintenance of Poles, Towers and Fixtures 7,954 24,220 28,708 26,751 27,946 28,940
5125[Maintenance of Overhead Conductors and Devices 55,886 85,397 67,005 120,252 65,316 101,474
5130(Maintenance of Overhead Services 28,276 40,890 33,353 46,617 44,898 35,287
5135|Overhead Distribution Lines and Feeders - Right of Way 23,264 42,212 63,629 109,493 32,897 89,166
5145|Maintenance of Underground Conduit 4,604 - - - - -
5150|Maintenance of Underground Conductors and Devices 30,808 28,683 21,283 64,097 37,759 86,462
5155|Maintenance of Underground Services 58,333 51,112 90,168 63,614 50,312 129,762
5160[Maintenance of Line Transformers 24,593 28,844 27,346 63,827 30,364 33,009
5165|Maintenance of Street Lighting and Signal Systems - - 127 - B -
5170|Sentinel Lights - Labour - - - - - -
5172|Sentinel Lights - Materials and Expenses - - - - - -
5175[Maintenance of Meters 11,158 89,346 77,164 12,322 19,365 18,463
5178|Customer Installations Expenses - Leased Property - - - - - -
5195|Maintenance of Other Installations on Customer Premises - - - - - -

TOTAL MAINTENANCE EXPENSES 244,876 390,707 408,784 506,972 308,857 522,563
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Table 4.12 Detailed Account by Account Billing & Collecting Expenses

USoA Billing & Collecting Expenses 2006 Actual | 2007 Actual | 2008 Actual | 2009 Actual | 2010 Actual | 2011 Actual
5305|Supervision 88,398 84,455 79,675 81,380 87,893 87,991
5310|Meter Reading Expense 141,706 155,797 146,838 171,786 130,838 78,665
5315|Customer Billing 195,400 214,344 213,169 232,443 218,801 235,490
5320|Collecting 73,052 78,695 80,762 99,722 79,976 79,386
5325|Collecting - Cash Over and Short (257) 760 (1,795) 2,432 (15) 1,334
5330|Collection Charges - - - - -
5335|Bad Debt Expense 10,917 4,482 281,545 258,966 193,279 312,515
5340|Miscellaneous Customer Accounts Expenses 4,594 - - - -

TOTAL BILLING AND COLLECTING EXPENSES 513,809 538,534 800,194 846,728 710,772 795,381
Table 4.13 Detailed Account by Account Community Relations Expenses

USoA Community Relations Expenses 2006 Actual | 2007 Actual | 2008 Actual | 2009 Actual | 2010 Actual | 2011 Actual
5405|Supervision - - - - -
5410|Community Relations - Sundry 4,879 4,020 8,087 9,919 8,142 3,795
5415|Energy Conservation 6,813 10,552 4,773 - -
5420|Community Safety Program 313 - - - -
5425|Miscellaneous Customer Service and Informational Expenses - - - - -
5505|Supervision - - - - -
5510|Demonstrating and Selling Expense - - - - -
5515|Advertising Expenses 1,417 5,762 4,022 4,205 7,789
5520|Miscellaneous Sales Expense - - - - -

TOTAL COMMUNITY RELATIONS EXPENSES 13,421 20,335 16,882 14,124 15,930 3,795
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Table 4.14 Detailed Account by Account General & Administrative Expenses

USoA General & Administrative Expenses 2006 Actual | 2007 Actual | 2008 Actual | 2009 Actual | 2010 Actual | 2011 Actual
5605|Executive Salaries and Expenses 29,780 25,073 42,634 13,631 18,940 19,661
5610|Management Salaries and Expenses 248,233 263,973 208,912 269,158 331,647 316,300
5615|General Administrative Salaries and Expenses 59,076 59,252 77,016 72,225 55,322 61,905
5620|Office Supplies and Expenses 113,824 92,586 82,004 104,100 61,253 81,984
5625|Administrative Expense Transferred - Credit - - - - - -
5630|Outside Services Employed 110,402 99,276 111,177 140,089 107,295 109,679
5635|Property Insurance 35,628 29,618 30,416 30,088 28,989 41,996
5640|Injuries and Damages 50,548 44,969 32,174 47,780 36,996 33,798
5645|Employee Pensions and Benefits 4,838 15,282 28,672 26,901 393 2,229
5650|Franchise Requirements - - - - - -
5655|Regulatory Expenses 33,791 24,682 26,016 28,081 32,940 48,176
5660|General Advertising Expenses 6,112 4,678 - - - -
5665|Miscellaneous General Expenses 5,557 3,311 2,480 1,327 10,547 9,134
5670|Rent - - - - - -
5675|Maintenance of General Plant 92,855 95,441 88,466 104,549 78,221 83,538
5680|Electrical Safety Authority Fees 5,088 4,644 5,093 5,000 5,576 5,523
5681|Special Purpose Charge Expense - - - - 41,626 35,213
5685|Independent Electricity System Operator Fees and Penalties - - - - - -
5695|OM&A Contra Account - 1 - (11,489) - -
6205|Donations (Charitable Contributions) - - - - 50 25

TOTAL GENERAL & ADMINISTRATIVE EXPENSES 795,730 762,787 735,060 831,441 809,795 849,160
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VARIANCE ANALYSIS ON OM&A COSTS:

E.L.K has provided a detailed OM&A cost table covering Actuals from the period 2006 through
2011 inclusive and the 2012 Test Year in Exhibit 4, Tab 2, Schedule 2, above. Before moving
to a variance analysis for each account that exceeds the materiality threshold, a summary of
total OM&A expenses is presented below along with an analysis of the total movement from

2006 Actual to 2012 Test Year.

Table 4.15 Cost Driver Table

2006 Actual  |2007 Actual  [2008 Actual  |2009 Actual  [2010 Actual |2011 Actual  [2012 Actual

Total OM&A - Opening Balance 1,133,388 1,798,395 1,928,021 2,172,542 2,498,193 2,081,904 2,417,722
A.|Payroll & Benefits 72,714 17,036 (24,178) 28,069 26,086 (440) 213,039
B.|O/H & U/G Maintenance Expenses (121,997) 130,791 25,961 185,089 (259,446) 223,070 (45,774)
C.|Meter Reading/Customer Billing 43,923 39,696 (10,623) 67,409 (76,782) (34,725) 37,189
D.| Third Party Professional Services 36,976 (11,126) 11,901 28,913 (32,794) 2,383 23,571
E.|Bad Debts Write Offs 14,179 (11,029) 277,063 (22,579) (65,687) 119,236 (59,515)
F.|Energy Conservation 2,975 2,568 (1,713) (2,941) (1,777) (4,347) (795)
G.|Miscellaneous 616,237 (38,310) (33,890) 41,691 (5,889) 30,641 21,072

Total OM&A - Claosing Balance 1,798,395 1,928,021 2,172,542 2,498,193 2,081,904 2,417,722 2,606,509

A. Payroll & Benefits

Year over year changes in compensation and benefits from 2006 through 2009 are not
significant and represent differences in allocation of time through a detailed labour distribution.
The increase in 2010 is the result of the Director of Finance & Regulatory Affairs returning to
work in 2010 and the reduction into 2011 is the Director of Finance not being on payroll for an
amount of time. In 2012, the increase represents the replacement of the Director of Finance
who left the company in 2011 and as well as the addition of one new staff member, to assist
with increased workloads due to Green Energy initiatives, managing the processes of both
microFIT and FIT contracts, conservation tracking and reporting, assisting in the International
Financial Reporting Standards conversion, as well as implementing and maintaining time-of-use
web presentment tools and the MDM/R daily process. As well, there have been minimal
increases in benefits costs in the majority of the aforementioned years. Please see table 4.26

for a further breakdown and details concerning payroll & benefits.

B. Overhead & Underground Maintenance Expenses

A significant reduction in Underground and Overhead Maintenance expenses for 2006 was

primarily due to a reduction in demand work for trouble/service calls as well as some significant
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capital projects occurring around this time, ultimately deferring the overhead and underground
maintenance. The reduction primarily affected the following 4 accounts: a reduction of $15,536
for Acct 5020 Overhead Distribution Lines & Feeders - Operation Labour; a reduction of
$14,109 for Acct 5040 Underground; a reduction of $17,971 for Acct 5125 Maintenance of
Overhead Conductors & Devices; and a reduction of $61,038 for Acct 5150 Maintenance of
Underground Conductors & Devices. The significant increase in 2007 primarily affects the
same accounts and represented a catch up from the previous year which had minimal O/H &
U/G maintenance. 2008 is consistent, but there was a significant increase in 2009. This
increase is the result of significant maintenance due to a very unstable weather year with
significant storms, causing much damage. 2010 showed a significant decrease due to the
implementation of E.L.K.'s approximately 11,000 smart meters all of which were installed in
house. As such labour hours were concentrated for this necessary project. The 2011 increase

reflects some of the catch up that occurred after 2010.

C. Meter Reading/Customer Billing

This cost centre includes accounts related to meter reading expense, customer billing, customer
postage and customer supplies. The increases and decreases vary from year to year on a
rather stable basis and can be explained primarily from the change in customer postage and
supplies. The timing of purchases also explains the small variances from year to year. The
decrease in meter reading expenses from 2010 through 2012 is primarily the result of E.L.K. no
longer using a third party contractor for meter reading services for both residential and general
service <50 customers. The third party contractor completed its work at the end of
2010/beginning of 2011 due to the fact that E.L.K.’s smart meter reads are now transmitted

through radio frequency to the MDM/R for validation.

D. Third Party Professional Services

E.L.K. utilizes a number of third party services for various activities including, audit, legal,
regulatory services, collection services, meter reading, and CIS support. Individual amounts
fluctuate annually based on requirements each year. Amounts are fairly consistent year over

year. A full analysis is available below.
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E. Bad Debt Write-Offs

E.L.K. has seen a steady increase in bad debt expense over the past few years as the region
has faced economic difficulty. Beginning in 2008, E.L.K. increased its focus on accounts with
overdue balances. As a result, a one-time clean up of accounts (with accounts written off)
occurred at this time. Subsequent to 2008, E.L.K., with its auditor's approval, developed a
mechanism to better track and provide for allowance for doubtful accounts, which were
consistently producing similar bad debts amounts. In 2012 bad debt expense is anticipated to
decrease due to two primary factors: (1) continued increased collection efforts in-house for
active accounts on a monthly basis through reminder notices, final notices as well as
personalized phone calls; and (2) the first full year of using a third party collection agency with
respect to finalled accounts. As discussed in the “Collections” section in Exhibit 4, Tab 2,
Schedule 1, above, E.L.K.’s new process involves an initial attempt at collection through a
reminder and final notice approach that details if payment is not made, the account will be
forwarded to collections. The professional services of a collection agency also support the

planned reduction of the allowance for doubtful accounts and ultimately bad debts.

G. Miscellaneous

Changes in miscellaneous expenses represent various year over year changes as described in

the account by account variance analysis below if applicable.
Variance Analysis:

Consistent with Chapter 2 of the Board’'s Filing Requirements, E.L.K. has provided variance
analyses for the 2012 Test Year vs. 2006 — Last Board Approved Rebasing Application (Actual)
and between the 2012 Test Year and 2011 Actual (Most Current Actual). E.L.K. has reviewed
the variance of each USoA account and provided explanations for variances exceeding a
materiality threshold of $50,000. The variances are indicated in the following tables highlighted

in yellow and an explanation of each variance is presented in the following section.
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Last Board- Most Test Year | Test Year Versus Last | Test Year Versus Most
approved Rebasing| Current (2012) Rebasing Current Actuals
Year (2006 Actuals) | Actual Year
(2011) Percentage Percentage
Account|Description Variance ($)|Change (%)|Variance ($)|Change (%)
Operations
5005 Operation Supervision and Engineering $72,064 $60,876 $81,000 | $ 8,936 12.40%|$ 20,125 33.06%
5010 Load Dispatching $0 $277 $1,000 | $ 1,000 $ 723 260.37%
5012 Station Buildings and Fixtures Expense $0 $0 $0 | $ - $ -
5014 Transformer Station Equipment - Operation Labour $0 $0 $0|$ - $ -
5015 Transformer Station Equipment - Operation Supplies and Expenses $0 $0 $0 | $ - $ -
5016 Distribution Station Equipment - Operation Labour $1,061 $460 $2,000 | $ 939 88.46%| $ 1,540 335.21%
5017 Distribution Station Equipment - Operation Supplies and Expenses $0 $0 $0|$ - $ -
5020 Overhead Distribution Lines and Feeders - Operation Labour $49,507 $40,304 $54,000 [ $ 4,493 9.08%|$ 13,696 33.98%
5025 Overhead Distribution Lines and Feeders - Operation Supplies and Expe] $0 $24 $0($ - -$ 24 -100.00%
5030 Overhead Sub-transmission Feeders - Operation $0 $0 $0 | $ - $ -
5035 Overhead Distribution Transformers - Operation $417 $4,180 $4,000 [ $ 3,583 859.21%|-$ 180 -4.32%
5040 Underground Distribution Lines and Feeders - Operation Labour $78,636 $103,084 $100,000 | $ 21,364 27.17%|-$ 3,084 -2.99%
5045 Underground Distribution Lines and Feeders - Operation Supplies and E $0 $0 $0($ - $ -
5050 Underground Sub-transmission Feeders - Operation $0 $0 $0|$ - $ -
5055 Underground Distribution Transformers - Operation $1,328 $2,550 $1,000 [-$ 328 -24.71%|-$ 1,550 -60.79%
5060 Street Lighting and Signal System Expense $0 $0 $0|$ - $ -
5065 Meter Expense $17,365 $20,937 $22,000 | $ 4,635 26.69%| $ 1,063 5.08%
5070 Customer Premises - Operation Labour $0 $0 $0|$ - $ -
5075 Customer Premises - Operation Materials and Expenses $0 $0 $0|$ - $ -
5085 Miscellaneous Distribution Expenses $0 $0 $0 | $ - $ -
5090 Underground Distribution Lines and Feeders - Rental Paid $0 $0 $0|$ - $ -
5095 Overhead Distribution Lines and Feeders - Rental Paid $10,180 $14,131 $26,000 | $ 15,820 155.41%|$ 11,869 83.99%
5096 Other Rent $0 $0 $0|$ - $ -
Total - Operations $ 230,558 | $ 246,823 | $ 291,000 | $ 60,442 26.22%| $ 44,177 17.90%
Account Description
Maintenance
5105 Maintenance Supervision and Engineering $0 $0 $0 | $ - $ -
5110 Maintenance of Buildings and Fixtures - Distribution Stations $0 $0 $0|$ - $ -
5112 Maintenance of Transformer Station Equipment $0 $0 $0 | $ - $ -
5114 Maintenance of Distribution Station Equipment $0 $0 $0|$ - $ -
5120 Maintenance of Poles, Towers and Fixtures $7,954 $28,940 $29,000 | $ 21,046 264.57%| $ 60 0.21%
5125 Maintenance of Overhead Conductors and Devices $55,886 $101,474 $90,000 | $ 34,114 61.04%|-$ 11,474 -11.31%
5130 Maintenance of Overhead Services $28,276 $35,287 $35,000 | $ 6,724 23.78%|-$ 287 -0.81%
5135 Overhead Distribution Lines and Feeders - Right of Way $23,264 $89,166 $81,000 |$ 57,736 248.18%|-$ 8,166 -9.16%
5145 Maintenance of Underground Conduit $4,604 $0 $0 |-$ 4,604 -100.00%] $ -
5150 Maintenance of Underground Conductors and Devices $30,808 $86,462 $76,000 | $ 45,192 146.69%|-$ 10,462 -12.10%
5155 Maintenance of Underground Services $58,333 $129,762 $94,000 | $ 35,667 61.14%]|-$ 35,762 -27.56%
5160 Maintenance of Line Transformers $24,593 $33,009 $32,000 | $ 7,407 30.12%|-$ 1,009 -3.06%
5165 Maintenance of Street Lighting and Signal Systems $0 $0 $0 | $ - $ -
5170 Sentinel Lights - Labour $0 $0 $0|$ - $ -
5172 Sentinel Lights - Materials and Expenses $0 $0 $0|$ - $ -
5175 Maintenance of Meters $11,158 $18,463 $18,000 | $ 6,842 61.32%|-$ 463 -2.51%
5178 Customer Installations Expenses - Leased Property $0 $0 $0|$ - $ -
5195 Maintenance of Other Installations on Customer Premises $0 $0 $0 | $ - $ -
Total - Maintenance $ 244,876 | $ 522,563 | $ 455,000 | $ 210,124 85.81%]|-$ 67,563 -12.93%
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Account Description
Billing and Collecting

5305 Supervision $88,398 $87,991 $90,000 | $ 1,602 1.81%| $ 2,009 2.28%

5310 Meter Reading Expense $141,706 $78,665 $110,064 |-$ 31,642 -22.33%|$ 31,399 39.92%

5315 Customer Billing $195,400 $235,490 $241,000 |$ 45,600 23.34%| $ 5,510 2.34%

5320 Collecting $73,052 $79,386 $80,000 | $ 6,949 9.51%| $ 614 0.77%

5325 Collecting - Cash Over and Short ($257) $1,334 $1,000 | $ 1,257 -489.11%|-$ 334 -25.02%!

5330 Collection Charges $0 $0 $0 | $ - $ -

5335 Bad Debt Expense $10,917 $312,515 $253,000 |$ 242,083 2217.58%|$ 59,515 -19.04%

5340 Miscellaneous Customer Accounts Expenses $4,594 $0 $0 |-$ 4,594 -100.00%] $ -

Total - Billing and Collecting $ 513,809 | $ 795,381 |$ 775,064 |$ 261,255 50.85%|-$ 20,317 -2.55%
Account Description
Community Relations

5405 Supervision $0 $0 $0|$ - $ -

5410 Community Relations - Sundry $4,879 $3,795 $3,000 [-$ 1,879 -38.51%][-$ 795 -20.94%

5415 Energy Conservation $6,813 $0 $0 |-$ 6,813 -100.00%| $ -

5420 Community Safety Program $313 $0 $0 |-$ 313 -100.00%| $ -

5425 Miscellaneous Customer Service and Informational Expenses $0 $0 $0 | $ - $ -

5505 Supervision $0 $0 $0|$ - $ -

5510 Demonstrating and Selling Expense $0 $0 $0 | $ - $ -

5515 Advertising Expenses $1,417 $0 $7,000 | $ 5,583 394.16%| $ 7,000

5520 Miscellaneous Sales Expense $0 $0 $0|$ - $ -

Total - Community Relations $ 13,421 | $ 3,795|$ 10,000 |-$ 3,421 -25.49%| $ 6,205 163.52%
Account Description
Administrative and General Expenses

5605 Executive Salaries and Expenses $29,780 $19,661 $20,000 [-$ 9,780 -32.84%| $ 339 1.73%

5610 Management Salaries and Expenses $248,233 $316,300 $505,000 [$ 256,767 103.44%| $ 188,700 59.66%

5615 General Administrative Salaries and Expenses $59,076 $61,905 $65,000 | $ 5,924 10.03%| $ 3,095 5.00%

5620 Office Supplies and Expenses $113,824 $81,984 $87,000 |-$ 26,824 -23.57%| $ 5,016 6.12%

5625 Administrative Expense Transferred - Credit $0 $0 $0|$ - $ -

5630 Outside Services Employed $110,402 $109,679 $122,000 |$ 11,598 1051%|$ 12,321 11.23%

5635 Property Insurance $35,628 $41,996 $28,000 |-$ 7,628 -21.41%]|-$ 13,996 -33.33%

5640 Injuries and Damages $50,548 $33,798 $58,000 | $ 7,452 14.74%| $ 24,202 71.61%

5645 Employee Pensions and Benefits $4,838 $2,229 $1,000 [-$ 3,838 -79.33%|-$ 1,229 -55.13%

5650 Franchise Requirements $0 $0 $0|$ - $ -

5655 Regulatory Expenses $33,791 $48,176 $109,408 |$ 75,617 223.78%|$ 61,232 127.10%

5660 General Advertising Expenses $6,112 $0 $0 |-$ 6,112 -100.00%| $ -

5665 Miscellaneous General Expenses $5,557 $9,134 $10,000 | $ 4,443 79.96%| $ 866 9.48%

5670 Rent $0 $0 $0|$ - $ -

5675 Maintenance of General Plant $92,855 $83,538 $64,000 |-$ 28,855 -31.08%]|-$ 19,538 -23.39%

5680 Electrical Safety Authority Fees $5,088 $5,523 $6,000 [ $ 912 17.92%| $ 477 8.64%

5681 Special Purpose Charge Expense $0 $35,213 $0

5685 Independent Electricity System Operator Fees and Penalties $0 $0 $0|$ - $ -

5695 OM&A Contra Account $0 $0 $0 | $ - $ -

6205 Donations (Charitable Contributions) $0 1% 251% 3813 38 $ 13 50.00%
Total - Administrative and General Expenses $ 795,730 | $ 849,160 | $1,075,446 | $ 279,715 35.15%| $ 226,285 26.65%
Total OM&A $ 1,798,394 | $2,417,722 | $2,606,509 [ $ 808,115 44.94%| $ 188,787 7.81%
2006 ACTUAL VERSUS 2012 TEST VARIANCE ANALYSIS:

5135 — Distribution Lines and Feeders — Right of Way $57.736

This account involves the labour and overhead for tree trimming. Tree trimming costs were
minimal from 2006 ($23,264) through 2007 ($42,212). This is the result of significant capital
projects and subdivision work during this time which took priority. In 2008, ($63,629) and 2009
($109,493), E.L.K. had significant forestry completed in these years to catch up on previously
uncompleted work. In 2010, tree trimming expenditures decreased significantly ($32,897) due
to the implementation of E.L.K.’s approximately 11,000 smart meters all of which were installed
by E.L.K. staff. The 2011 actual ($89,166) and 2012 Budgeted ($81,000) amounts reflect a
more consistent and normalized level that is sustainable to allow E.L.K. to avoid future
accumulation of needed forestry work.
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5335 — Bad Debt Expense $242.083

Bad Debt Expense significantly increased from minimal amounts in 2006 ($10,917) and 2007
($4,482) as amounts were likely not fully recognized. Beginning in 2008, E.L.K. increased its
focus on accounts with overdue balances. As a result, a one-time clean up of accounts (with
accounts written off) occurred at this time. The 2008 actual level was $281,545. A more
detailed review of the allowance for doubtful accounts by both E.L.K. and its auditors was
performed for the year-ending 2008 which resulted in a significant adjustment to increase the
allowance for doubtful accounts and ultimately the bad debt expense, a conservative approach.
The decrease from $281,545 in 2008 to $258,966 in 2009 and $193,270 in 2010 were the result
of E.L.K. continuing to fine tune the new approach of looking at the allowance as well as
E.L.K.’s increased efforts at in-house collections for active accounts on a monthly basis through
reminder notices, final notices as well as personalized phone calls. The apparent increase in
the 2011 Actual amount ($312,515) is the result of the incorrect amounts being used from
E.L.K.’s custom overdue report in 2010, a manual calculation error which was adjusted for in
2011, as well as the continued struggle of the local economy. E.L.K. has once again increased
its collection effort specifically with respect to finalled accounts, accounts whose customers
have completed the termination of services paperwork, through a reminder and final notice
approach that details if payment is not made, the account will be forwarded to collections.
E.L.K. has engaged a collection agency in 2012 to assist in reducing the allowance for doubtful

accounts and ultimately bad debts, resulting in a budgeted amount of $253,000.

5610 Management Salaries and Expenses $256,767

Within the USoA account 5610, E.L.K has reported the costs for the Chief Executive Officer,
Director, Finance & Regulatory Affairs and Manager, Finance & Regulatory Affairs. Please note
that some immaterial costs of these individuals may have been allocated to different cost
centers as well. The increase from 2006 ($248,333) to 2007 ($263,973) is attributable to pay
increases. From 2008 through 2011, there are fluctuations in the expenditures in this area due
to on-going changes in the status of the former Director of Finance & Regulatory Affairs. The

decrease into 2008 ($208,912) is the result of the Director of Finance & Regulatory Affairs only
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working ten months in the 2008 fiscal year. In 2009 ($269,158), the small increase over 2008 is
the result of pay increases and E.L.K. creating a new position, Manager of Finance &
Regulatory Affairs, which accounts for most of the increase. The increase in 2010 Actual (to
$331,647) results from the return of the Director of Finance on a three day a week full time basis
while maintaining the Manager of Finance & Regulatory Affairs position. The slight decrease in
2011 (to $316,300) is the result of the Director only working for four months in that year. The
budgeted 2012 amount of $505,000 includes additional pay increases and the replacement of
the Director of Finance as a full time position who left the company in 2011 as well as the
addition of one new staff member, a financial analyst to assist with increased workloads due to
Green Energy initiatives, managing the processes of both microFIT and FIT contracts,
conservation tracking and reporting, assisting in the International Financial Reporting Standards
conversion, as well as implementing and maintaining time-of-use web presentment tools and
the MDM/R daily process.

5655 — Requlatory Expenses $75,617

The variance of regulatory expenses from 2006 through 2011 is primarily the result of the total
cost of OEB annual assessments. The increased cost for the 2012 Test year over the 2006
Actual spending is primarily the result of increased costs related to the completion of E.L.K.'s
cost of service application, including an increase of approximately $25,000 in legal costs for

regulatory matters, a $37,000 increase in consultant’s costs and $11,000 in intervenor costs.

2011 ACTUAL VERSUS 2012 TEST YEAR VARIANCE ANALYSIS:

5335 — Bad Debt Expense  $(59,515)

The decrease in bad debt expense from 2011 Actual to the 2012 Test Year is approximately
$60,000. As previously discussed above, this budgeted decrease for 2012 is due to two primary
factors being: (1) continued increased collection efforts in-house for active accounts on a
monthly basis through reminder notices, final notices as well as personalized phone calls; and
(2) the first full year of using a third party collection agency with respect to finalled accounts.
E.L.K. new process first attempts collection through a reminder and final notice approach that

details if payment is not made, the account will be forwarded to collections. The professional
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services of a collection agency also support the planned reduction of the allowance for doubtful
accounts and ultimately bad debts.

5610 Management Salaries and Expenses $188,700

The budgeted 2012 amount of $505,000 which results in an approximate $189,000 increase
from 2011 Actual includes pay increases and the replacement of the Director of Finance as a
full time position (the individual previously in that position left the company in 2011) as well as
the addition of one new staff member, a financial analyst to assist with increased workloads due
to Green Energy initiatives, managing the processes of both microFIT and FIT contracts,
conservation tracking and reporting, assisting in the International Financial Reporting Standards
conversion, as well as implementing and maintenance of time-of-use web presentment tools
and the MDM/R daily process.

5655 — Requlatory Expenses $61,232

The increase of regulatory expenses from 2011 Actual to 2012 Test as previously discussed is
primarily the result of increased costs related to the completion of E.L.K.’s cost of service
application. Approximations include an increase of approximately $25,000 in legal costs for
regulatory matters, a $37,000 increase in consultant’s costs and Board costs and a $11,000

increase for intervener costs.

E.L.K. has included any one-time costs regarding regulatory expenses in this application and

these costs are amortized over a four year period.

The table below sets out the OM&A cost per customer and Full Time equivalent employee.

Table 4.16 — OM&A Per Customer and FTE

Description 2006 2006 Actual [ 2007 Actual [ 2008 Actual [ 2009 Actual | 2010 Actual | 2011 Actual | 2012 Test
Board Approved
Number of Customers 10,478 10,721 10,819 10,873 11,013 11,183 11,257 11,367
Total OM&A from Appendix 2-G 1,937,607 1,798,394 1,928,012 2,172,053 2,498,192 2,081,904 2,417,722 2,606,509
OM&A cost per customer 185 168 178 200 227 186 215 229
Number of FTEEs 20 19 19 19 20 20 20 21
Customers/FTEEs 524 564 569 572 551 559 563 541
OM&A Cost per FTEE 96,880 94,652 101,474 114,319 124,910 104,095 120,886 124,119

The number of customers includes the average number of residential, GS<50 and GS>50

customers as found in E.L.K.’s Load Forecast.
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E.L.K. has included the cost of the Low Income Assistance Program (LEAP) in account 5655 —
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Table 4.17 - Regulatory Costs

Regulatory Expenses calculated as 0.12% of the 2006 Cost of Service Revenue Requirement of
$3,800,795 (LEAP program funding of $4,560.95).

Regulatory costs as indicated in the variance analysis are presented in Table 4.17. Regulatory
costs for the 2012 rate application amounting to $111,000, including E.L.K. consulting costs as
well as anticipated Board and Intervenor expenses have been amortized over a four year period
in the 2012 OM&A budget. The costs that have been included are indicated below:

Ongoing Last
USoA or One- |Rebasing
USoA | Account |time Cost?| Year Annual % Annual %
Regulatory Cost Category Account | Balance 2 2006 2007 2008 2009 2010 2011 Change 2012 Change
1 OEB Annual Assessment 5655 On-Going | $31,712 | $20,640 [ $25,096 | $27,794 | $32,082 | $30,758 -4.13%| $ 29,970 -2.56%
2 OEB Hearing Assessments (applicant-
originated)
3 OEB Section 30 Costs (OEB-initiated) 5655 One-Time |[$ 189[$ 853|$ 1694 |S 916|S 626|S 1,340 114.06%| $ 2,000 49.25%|
4 Expert Witness costs for regulatory
matters
5 Legal costs for regulatory matters 5655 One-Time $ 25,000
6 Consultants' costs for regulatory 5655 One-Time $ 9,848 $ 36,925 | 274.95%
matters
7 Operating expenses associated with
staff resources allocated to regulatory
matters
8 Operating expenses associated with
other resources allocated to regulatory
matters *
9 Other regulatory agency fees or 5655 On-Going |$ 800[$ 800(S$ 800|S$S 800|$ 800|S 800 0.00%| $ 800 0.00%
assessments
10 Any other costs for regulatory matters 5655 One-Time | $ 1,090 | $ 2,389 |-$ 1,574 |-$ 1,429 |- 569 | $ 5,431 -1054.48%| $ 4,561 | -16.02%|
(Misc and LEAP)
11 Intervenor costs 5655 One-Time $ 11,250
12 |sub-total - Ongoing Costs * $ $32,512 | $21,440 [ $25,806 | $ 28,594 | $32,882 | $31,558 -4.03%| $ 30770 | -2.50%
13 Sub-total - One-time Costs * S $ 1,279|S 3242|$ 120|-$ 513|$ 57 | $16,619 29056.14%| $ 79,736 | 379.79%)
14 TTotal S $33,791 [ $24,682 [ $26,016 | $28,081 | $32,939 | $48,177 46.26%| $110,506 | 129.38%|
Notes:

P B R

10

Please identify the resources involved.

Where a category's costs include both one-time and ongoing costs, the applicant should prove a separate breakdown between one-time and ongoing costs.
Sum of all ongoing costs identified in rows 1 to 11inclusive.
Sum of all one-time costs identified in rows 1to 11 inclusive.
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CHARGES TO AFFILIATES FOR SERVICES PROVIDED

Introduction:

E.L.K. provides services for an affiliate company, E.L.K. Solutions Inc. (“E.L.K. Solutions”)
E.L.K. also performs services for its shareholder the Town of Essex. A summary of
charges to affiliates and the Town of Essex for services provided in 2006 Actual, 2007
Actual, 2008 Actual, 2009 Actual, 2010 Actual, 2011 Actual and 2012 Test Year, is shown
in the following Table 4.18.

SERVICES PROVIDED BY E.L.K. TO E.L.K. SOLUTIONS
Water Heater Services

E.L.K. provides E.L.K. Solutions with billing, collecting and other customer service
services for Water Heater rentals for approximately 151 customers. This included issuing
approximately 1,812 bills for water heater rental units on a yearly basis. Customers are
charged a flat rate each month, the amount of which depends on the size of the tank.
Costs for this service were determined through employee time sheets with the appropriate
amount charged to E.L.K. Solutions at fully burdened employee rates.

Street Light and Sentinel Light Services

E.L.K. provides maintenance services for street lights and sentinel lights to E.L.K.
Solutions. These services are provided based on employee time at fully burdened rates,
as well as truck and material expenses at fully burdened costs. These costs are

summarized in Table 4.18 below.
SERVICES PROVIDED BY E.L.K. TO TOWN OF ESSEX
Water & Sewer Billing Services

E.L.K. provides the Town of Essex water and sewer billing services. These services
include meter reading, service orders, billing, bill collection and payment, answering all

customer water and sewage related inquiries and other customer services as required. By
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providing this service, E.L.K. has been able to combine meter reading, billing, collections

and customer service functions.

Approximately 35% of the bills issued each month are

shared electricity/water and sewer bills and approximately 27% are water only accounts. A

mechanism of cost plus mark-up is used to charge the Town of Essex for the water and

sewer billing and collecting services provided by E.L.K..

TABLE 4.18 - SHARED SERVICES/CORPORATE COST ALLOCATION

2006 Actual Charges to Affiliates

Name of Company

From

To

Service Offered

Pricing Methdology

Price for the Service

Cost for the Service

Percentage Allocation

$

$

%

E.L.K. Energy Inc

E.L.K. Solutions

Streetlighting,
Sentinel
Lighting

and Water
Heaters

Cost

264,000.00

264,000.00

100%

E.L.K. Energy Inc

Town of Essex

Billing Function
for Water
Department

Cost Base plus mark-
up

295,000.00

245,833.00

100%

2007 Actual Charges to Affiliates

Name of Company

From

To

Service Offered

Pricing Methdology

Price for the Service

Cost for the Service

Percentage Allocation

$

$

%

E.L.K. Energy Inc

E.L.K. Solutions

Streetlighting,
Sentinel
Lighting

and Water
Heaters

Cost

213,000.00

213,000.00

100%

E.L.K. Energy Inc

Town of Essex

Billing Function
for Water
Department

Cost Base plus mark-
up

281,000.00

234,167.00

100%
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2008 Actual Charges to Affiliates

Name of Company

From

To

Service Offered

Pricing Methdology

Price for the Service

Cost for the Service

Percentage Allocation

$

$

%

E.L.K. Energy Inc

E.L.K. Solutions

Streetlighting,
Sentinel
Lighting

and Water
Heaters

Cost

171,000.00

171,000.00

100%

E.L.K. Energy Inc

Town of Essex

Billing Function
for Water
Department

Cost Base plus mark-
up

267,000.00

222,500.00

100%

2009 Actual Charges to Affiliates

Name of Company

From

To

Service Offered

Pricing Methdology

Price for the Service

Cost for the Service

Percentage Allocation

$

$

%

E.L.K. Energy Inc

E.L.K. Solutions

Streetlighting,
Sentinel
Lighting

and Water
Heaters

Cost

144,000.00

144,000.00

100%

E.L.K. Energy Inc

Town of Essex

Billing Function
for Water
Department

Cost Base plus mark-
up

253,000.00

210,833.00

100%

2010 Actual Charges to Affiliates

Name of Company

From

To

Service Offered

Pricing Methdology

Price for the Service

Cost for the Service

Percentage Allocation

$

$

%

E.L.K. Energy Inc

E.L.K. Solutions

Streetlighting,
Sentinel
Lighting

and Water
Heaters

Cost

174,000.00

174,000.00

100%

E.L.K. Energy Inc

Town of Essex

Billing Function
for Water
Department

Cost Base plus mark-
up

234,000.00

195,000.00

100%

2011 Actual Charges to Affiliates

Name of Company

From

To

Service Offered

Pricing Methdology

Price for the Service

Cost for the Service

Percentage Allocation

$

$

%

E.L.K. Energy Inc

E.L.K. Solutions

Streetlighting,
Sentinel
Lighting

and Water
Heaters

Cost

103,000.00

103,000.00

100%

E.L.K. Energy Inc

Town of Essex

Billing Function
for Water
Department

Cost Base plus mark-
up

238,000.00

198,333.00

100%
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2012 Test Charges to Affiliates

Name of Company

From

To

Service Offered

Pricing Methdology

Price for the Service

Cost for the Service

Percentage Allocation

$

$

%

E.L.K. Energy Inc

E.L.K. Solutions

Streetlighting,
Sentinel
Lighting

and Water
Heaters

Cost

148,000.00

148,000.00

100%

E.L.K. Energy Inc

Town of Essex

Billing Function
for Water
Department

Cost Base plus mark-

up

240,000.00

200,000.00

100%
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PURCHASE OF PRODUCTS AND SERVICES FROM NON-AFFILIATES

E.L.K. purchases many services and products from third parties. Tables 4.19, 4.20, 4.21,
4.22, 4.23 and 4.24 disclose the expenditures by vendor where the annual amount
exceeded $50,000 per year, for the years 2006, 2007, 2008, 2009, 2010, 2011
respectively. Table 15 contains the vendor information for 2012 where the year to date
amount has exceeded $50,000 as of August 22, 2012.

Purchases for 2012 operating and capital works will continue to be based on the
methodology contained within E.L.K.’s Procurement Policy, which has been attached as
Appendix 4-A.
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Table 4.19 - 2006 Non-Affiliate Suppliers
Vendor Amount Product/Service Procure Method
CWS - Corix $ 51,447.01 |Meter Reading RFP
Canada Post Corporation $ 79,950.00 |Postage Market Rate
Grafton Utility Supply $ 72,440.89 |Material RFQ
Ken Lepain & Sons Trucking $ 62,121.54 |Inspection/Fleet Repairs RFQ
Lakeport Power $ 67,539.22 |Transformers RFQ
Mearie Management Inc. $ 160,549.98 |Insurance/Benefits Sole Source
Nedco - Division of Westburne $ 255,915.22 [Material RFQ
Posi-Plus Ontario Inc $ 163,186.44 |New Bucket Truck RFP
Rapid Drainage $ 71,034.76 |Directional Drill RFQ

Table 4.20 - 2007 Non-Affiliate Suppliers

Vendor Amount Product/Service Procure Method
Advanced Utility Systems $ 52,212.00 |Customer Info System RFP
Canada Post Corporation $ 79,500.00 |Postage Market Rate
Guelph Utility Pole Company $ 74,624.40 |Poles RFQ

Harris Computer Systems $ 90,028.93 |Customer Info System RFP

HD Supply Limited $ 91,213.63 |Material RFQ
Lakeport Power $ 119,023.86 |Transformers RFQ
Mearie Management Inc. $ 164,093.63 |Insurance/Benefits Sole Source
Moloney Electric $ 67,185.90 |Transformers RFQ

Nedco - Division of Westburne $ 141,706.49 |Material RFQ

PC Outlet Computer Stores $ 56,871.70 |IT Support/Material Sole Source
Posi-Plus Ontario Inc $ 318,542.22 |New Bucket Trucks RFP
Siemens Canada Limited $ 153,429.70 |Transformers RFQ
Westhurne Supply Ontario $ 53,248.07 |Material RFQ
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Table 4.21 - 2008 Non-Affiliate Suppliers

Vendor Amount Product/Service Procure Method
Canada Post Corporation $ 85,050.00 |Postage Market Rate
Dunn Paving Limited $ 73,131.00 |Parking Lot RFP

Harris Computer Systems $ 122,242.99 |Customer Info System RFP

HD Supply Utilities $ 94,487.81 |Material RFQ
Imperial Oil $ 54,871.11 |Gas RFP

Ken Knapp Ford $ 65,440.07 |Truck RFP
Lakeport Power $ 67,749.15 |Transformers RFQ
Marchant Excavating Contractors $ 60,265.50 |Boring RFQ
Mearie Management Inc $ 156,689.00 |Insurance/Benefits Sole Source
Nedco- Division of Westburne $ 90,377.44 |Material RFQ

Rapid Drainage $ 67,447.88 |Directional Drill RFQ
Westhurne Supply Ontario $ 66,083.58 |Material RFQ

Table 4.22 - 2009 Non-Affiliate Suppliers

Vendor Amount Product/Service Procure Method
Canada Post Corporation $ 81,900.00 |Postage Market Rate
Echopoint Solutions $ 336,301.63 |OPA Conservation ProgramRFQ
Exomark Incorporated $ 96,059.01 |OPA Conservation ProgramRFQ

Harris Computer Systems $ 89,799.70 |Customer Info System RFP

HD Supply Utilities $ 75,107.43 |Material RFQ

Ken Knapp Ford $ 78,169.70 |Truck RFP

Ken Lapain & Sons Trucking $ 68,193.91 (Inspection/Fleet Repairs RFQ
Lakeport Power $ 58,324.96 |Transformers RFQ

Mearie Management Inc. $ 195,561.49 |Insurance/Benefits Sole Source
Peterborough Utilities Service $ 73,695.86 |Meter Service Provider RFQ

Rapid Drainage $ 80,493.00 |Directional Drill RFQ
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Table 4.23 - 2010 Non-Affiliate Suppliers

Vendor Amount Product/Service Procure Method
Canada Post Corporation $ 95,642.63 |Postage Market Rate
Echopoint Solutions $ 320,168.29 |OPA Conservation ProgramRFQ

Harris Computer Systems $ 93,283.60 [Customer Info System RFP

HD Supply Utilities $ 139,417.37 |Material RFQ

KTI Limited $ 878,617.18 |Smart Metering London RFQ Process
Lakeport Power $ 82,235.19 |Transformers RFQ

Marchand Excavating Contractors $ 69,555.15 |Boring RFQ

Mearie Management $ 150,888.25 |Insurance/Benefits Sole Source

Nedco - Division of Westburne $ 147,009.58 |Material RFQ

Sensus $ 100,241.69 |Smart Meters London RFQ Process

Table 4.24- 2011 Non-Affiliate Suppliers

Vendor Amount Product/Service Procure Method

Canada Post Corporation $ 96,050.00 |Postage Market Rate

Echopoint Solutions $ 154,439.35 |OPA Conservation ProgramRFQ

Harris Computer Systems $ 116,941.97 |Customer Info System RFP

HD Supply Utilities $ 69,927.13 |Material RFQ

Mearie Group $ 112,286.14 |Insurance/Benefits Sole Source

Sensus $ 121,952.65 [Smart Meters London RFQ Process
Table 4.25 - 2012 Non-Affiliate Suppliers

Vendor Amount Product/Service Procure Method

Canada Post Corporation $ 76,840.00 |Postage Market Rate

Echopoint Solutions $ 216,380.61 |OPA Conservation ProgramRFQ

HD Supply Utilities $ 105,805.24 |Material RFQ

Mearie Group $ 98,874.08 |Insurance/Benefits Sole Source
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1 POLICY

The policies and procedures prescribed in this policy shall be followed for the
purchasing of all goods and/or services by E.L.K. or any of its officers, servants or
employees.

E.L.K. purchasing principles shall comply with the “FAIRNESS IS A TWO WAY
STREET ACT (Construction, Labour/Mobility)” which was adopted by the Ontario
Legislature (June 7", 1999) as amended. The Act prohibits the Ontario Government,
prescribed agencies, boards commissions, Crown Corporations and broader public
sector entities (including municipalities) from awarding construction contracts to
contractors from a designated jurisdiction. Quebec is the jurisdiction designated by
regulation under the act.

2 PURPOSE

2.01

The goals and objectives of the Purchasing Policy and each of the methods of
purchasing authorized herein are:

(1) To provide the basic minimum requirements to ensure that quotations are obtained,
competitive purchasing is adhered to and continue to ensure that E.L.K. obtains the
best value of goods and/or services at the most economical cost.

(2) To the extent possible, ensure efficiency, openness, accountability and
transparency in the administration of the purchasing function while protecting the
financial interest of E.L.K. and respecting the competitive interests of those
participating in the purchasing process.

(3) To ensure an uninterrupted flow of goods and/or services by obtaining the right
product, at the best value, with delivery at the right time.

{4) To attempt to reduce the amount of solid waste requiring disposal arising from the
procurement of environmentally responsible goods and/or services.

(5) To ensure proper policies and procedures are in place to support the achievement
of Board/Corporate goals and objectives.

3 SCOPE

The Purchasing Policy applies to the Company.
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4 RESPONSIBILITY

4.01

4.02

4.03

4.04

4.05

4.06

4.07

4.08

Managers have the responsibility of overseeing all purchasing activities within their
department(s) and are accountable for achieving best value while following the
purchasing principles of this Policy.

The Chief Executive Officer and the Director of Finance have the responsibility and
authority to:

(a) Provide purchasing advice to departments,

(b) Monitor adherence to the provisions of this Policy,

(c) Notify Managers, in advance if possible, of non-compliance,

(d) Inform The Board that non-compliance with this Policy has occurred,

(e) Provide ongoing training and educational programs relating to this Policy,

(f) Ensure the issuance of purchase orders on a timely and efficient manner,

(g) Continuously monitor and evaluate the efficiency and effectiveness of purchasing

procedures and implement opportunities for improvement,

(h) Sell and dispose surplus and/or obsolete material and equipment and

(i) Purchase all goods and service upon authority of a resolution of the Board and/or

a written and properly authorized requisition, within the limits and conditions set out.

The C.E.O. or Director of Finance have the authority to instruct Managers not to
approve requisition contracts and to submit recommendations to the Board for approval
and may provide additional restrictions concerning purchasing where such action is
considered necessary and in the best interest of E.L.K.

The C.E.O. and the Director of Finance from time to time, at his/her discretion, may
make recommendations regarding the rescinding, remaking or amending this policy or
any provision.

The Manager given acquisition authority under this policy is accountable and
responsible to ensure that proper budgets exist and purchases do not violate any
E.L.K. legal or statutory policy. Those responsible for requisitioning and purchasing
goods and/or services will be held accountable for their decisions.

The Manager is responsible to ensure that the requirements of this Policy have been
met before creating and releasing any purchase order.

Approval authorities of this Policy are to be in accordance with Table “B”. Sales taxes,
excise taxes, goods and service taxes and duties shall be included in determining the
price of a contract for the supply of goods or services for the purpose of the relationship
of the price to the Preauthorized Expenditure Limit.

A Board report recommending award of a tender or proposal is required as set forth in
Table “B". Board approval may be required in cases where, in the opinion of the o
C.E.O. or Director of Finance, it is felt purchases in excess of budgetary allotments Q R
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4.09

410

411

should be reviewed by the Board, in which case a report to the Board will need to be
prepared.

The prescribed sections of this Policy maintain the integrity of the bid solicitation
processes including protecting the interests of £.L.K,, the public and persons
participating in a purchasing process.

The Ontario Public Buyers Association (OPBA) “Code of Ethics for public purchasers is
based upon the following tenets and members of the OPBA attempt to consistently
practice their profession and deal with their day-to-day responsibilities according to
these principles. Members are encouraged to display this statement in their
departments as well as other locations in their agencies.”

(1) “Open and Honest Dealings with Everyone Who is Involved in the Purchasing
Process.” This includes all businesses with which E.L.K. contracts or from which it
purchases goods and/or services.

(2) “Fair and Impartial Award Recommendations for All Contracts and Tenders.” This
means that E.L.K. does not extend preferential treatment to any vendors, including
local companies. Not only is it against the law, it is not good business practice, since it
limits fair and open competition for all vendors and is therefore a detriment to obtaining
the best possible value for each tax dollar.

( 3) “An Irreproachable Standard of Personal Integrity on the Part of All Those
Designated as Purchasing Agents for this Agency.” Absolutely no gifts or favours are
accepted by the staff associated with the purchasing agents of E.L.K. in return for
business or the consideration of business. E.L.K. does not publicly endorse one
company in order to give that company an advantage over others.

E.L.K. is committed to the development and implementation of a vendor performance

measurement system which will include, but may not be limited to, the following
elements:

(a) Effectiveness,

(b) Objectivity,

(c) Fairness,

(d) Openness and Transparency,

(e) Accountability and

(f) Efficiency

5 DEFINITIONS

501

To establish the definition of any other purchasing term not herein included, reference
shall be made to the latest edition of the National institute of Governmental Purchasing
Guide.
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“Acceptance” means E.L.K. shall be under no obligation to accept the lowest or any
tender, proposal or expression of interest. E.L.K. shall have the right to accept any
submission that it may consider to be in its best interest, or reject any or all
submissions. The grounds for rejecting a submission include but are not limited to, past
performance with E.L.K. or with other clients.

“Accountability” means having responsibility to account for ones conduct in an
explicable and understandable manner.

“Acquisition” means the act of acquiring goods and services.

“Advertising” means the publication of projects (tenders, proposals, expressions of
interest) in appropriate newspapers, journals, the E.L.K. website, or electronic bulletin
boards.

“Agreement”’ means a formal written legal agreement or contract for the supply of
goods, services, equipment or construction.

“Approval’ a requirement to obtain necessary approvals according to predefined dollar
limits.

“Approved Budget” means a budget approved by the E.L.K. Board for the current fiscal
year.

“Assef” means a non-consumable item valued over $1,000 with a useful life of over one
year.

“Award” means authorization to proceed with the purchase of goods and/or services.

“Best Value” means the optimal balance of performance and cost determined in
accordance with a pre-defined evaluation plan. Best value may include a time horizon
that reflects the overall life cycle of a given asset.

“Bid” means an offer or submission from a supplier in response to a bid solicitation.

“Bid Bond” means the form of security provided by a bonding agency licenced in the
Province of Ontario required by the terms and conditions of Bid Solicitation
documentation to guarantee that the successful bidder enters into a contract with
ELK

“Bid Irregularity” means a deviation between the requirements (terms, conditions,
specifications, special instructions) of a bid request and the information provided in bid
response. For the purpose of this policy, bid irregularities are further classified as
“major irregularities” or “minor irregularities”

SN
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(a) Major Irregularity: a deviation from the bid request which affects the price, quality,
quantity or delivery and is material to the award. If the deviation is permitted, the
bidder could gain an unfair advantage over competitors. E.L.K. must reject any bid
which contains a major irregularity.

(b) Minor Irregularity: a deviation from the bid request which affects form, rather than
substance. The effect on the price, quality, quantity or delivery is not material to the
award. If the deviation is permitted or corrected, the bidder would not gain an unfair
advantage over competitors. E.L.K. may permit the bidder to correct a minor
irregularity.

“Bid Solicitation” means a request for bids that may be in the form of a Request for
Quotation, Request for Pre-Qualifications, Request for Tender or Request for Proposal.

“Bid Deposit’ means currencies, certified cheques, bank draft, bond surety issued by a
surety company or other form of negotiable instrument to ensure the successful bidder
will enter into an Agreement.

“Blanket Purchase Order” is document used to formalize a purchasing transaction
requiring the vendor to hold firm the quoted prices for a designated period of time and
is one that has been issued to a supplier for specific item(s) over a specified period of
time. It is only applicable in cases where goods and services are used by one or more
departments repetitively throughout a given year. Comparative pricing for blanket
purchase orders must be obtained on an annual basis.

“Board” means the E.L.K. Board of Directors and known as “Board” throughout the
document.

“C.E.Q.” means the Chief Executive Officer of E.L.K. or in his absence the most senior
official designated by the Board.

“Certificate of Clearance” from the Workplace Safety and Insurance Board means a
certificate issued by an authorized official of the Workplace Safety and Insurance Board
certifying that the Board waives its rights under subsection 9 (3) of the Workers’
Compensation Act, R.S.0. 1990, Chapter W.11.

“Competitive Purchasing” means an acquisition method whereby
vendors/manufacturers are given an equal opportunity to compete for E.L.K. business.

“Conflict of Interest” means a situation in which private interests or personal
considerations may affect a director’s or an employee’s judgment in acting in the best
interest of E.L.K. It includes using a director’s or an employee’s position, confidential
information or corporate time, material or facilities for private gain or advancement or
the expectation of private gain or advancement. A conflict may occur when an interest
benefits any member of the director’s or employee’s family, friends, or business
associates.
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“Construction” means a construction, reconstruction, demolition, repair or renovation of
a building, structure or other civil engineering or architectural work and includes site

preparation, excavation, drilling, seismic investigation, soil investigation,

the supply of

products and materials and the supply of equipment and machinery if they are included
in and incidental to the construction and the installation and repair of fixtures of a

building, structure or other civil engineering design or architectural work,

but does not

include professional services related to the construction contract unless they are

included in the specifications.

“Consulting and Professional Services” means those services requiring the skills of a
professional for a defined service and may include, but not limited to, architects,
engineers, designers, surveyors, planners, accountants, auditors, management
professionals, marketing professionals, software and information technology experts,
financial consultants, insurance consultants, lawyers, law firms, real estate agents and
brokers, planners, environmental planners and engineers, hydro geologists,

transportation planners and engineers, communications consultants and
professional services which may be required by E.L.K.

any other

“Contract” means a legally binding agreement between two or more parties. Such

agreements will consist in the form of a:
(a) Purchase Order, or
(b) Purchase Order incorporating a formal agreement, or

(c) Formal agreement between two or more parties that creates an obligation to

provide defined goods and/or perform defined services.

“Contract Order” means a document used to formalize a purchasing transaction which
is a binding agreement for a vendor to supply goods and/or services to E.L.K.

“Disposal’ means the transfer of ownership from E.L.K. by sale, trade-in,
use or destruction which are deemed surplus.

alternative

“Director” means an individual appointed to the E.L.K. Board of Directors.

“Director of Finance” means the Director of Finance for E.L.K.

“E.L.K."” means E.L.K. Energy Inc.

“Emergency” means a situation where the purchase of goods and services requires

immediate action in the following situations:

(a) An imminent or actual danger to the life, health or safety of an official, the public,

or an employee while acting on the behalf of E.L.K.;
(b) An imminent or actual danger of injury to or destruction of real or pe
property belonging to E.L.K., for which E.L.K. would be liable;

rsonal

(c) An unexpected interruption or threat of an interruption of an essential public

service;

f/i
Lo




CEE.LK.

Energy Inc. Statement of Policy and Procedure
Manual: Finance and Accounting SPP No.
Section: Purchasing Cycle Issued: January 17, 2008
Subject: Purchasing Effective: January 17, 2008
Issue to: All Manual Holders Page: 7 of 48
Issued by: Replaces: October 12, 2008
Dated: October 12, 2006

(d) An emergency as defined by the Emergency Management Act and the
Emergency Response Plan formulated by E.L.K.;
(e) A spill of a pollutant as contemplated by the Environmental Protection Act.

“Evaluation Committee” shall be composed of a minimum of two persons, namely one
of C.E.O, Operations Manager or Director of Finance. The committee shall review all
proposals against established criteria and reach consensus on the final rating results.

“Evaluation Criteria” to be applied in awarding the Contract and the role of an
evaluation committee are stated clearly in the solicitation document. Criteria used to
identify the proposal that best meets the needs of E.L.K. may include, but are not
limited to, cost, quality, service, compatibility, product reliability, operating efficiency
and expansion potential, proponent qualification and experience.

“Execute” means to legally bind E.L.K. to the terms and conditions defined within the
agreement.

“Executed Agreement’ means a form of agreement, either incorporated in the bid
documents or prepared by E.L.K. or its agents, which has been executed by the
successful bidder and E.L.K.

“Expression of Interest’ means a situation where vendor(s) approach E.L.K. or are
solicited by E.L.K. to advise E.L.K. of their ability or desire to undertake, E.L.K.
requirements and/or provide certain goods or services.

“Fair Market Value” means that price that would be agreed to in an open and
unrestricted market between knowledgeable and willing parties dealing at arm’s length
who are fully informed and not under any compuilsion to transact.

“Goods” includes supplies, materials and equipment of every kind required to be used
to carry on the operation of E.L.K.

“Holdback” means an amount withheld under the terms of the contract to be used as
security and to ensure the complete performance of the contract and to avoid
overpayment in relation to progress of work.

“Irregularities Contained in Bids” is defined in Appendix “C” and includes the
appropriate response to those irregularities.

“Irrevocable Letter of Credit” means an irrevocable letter from a financial institution
containing a request that the party to who it is addressed pay the bearer or a person
named therein money as a result of failure to perform or fulfill all the covenants,
undertakings, terms, conditions and agreements contained in a contract.
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“| abour and Materials Payment Bond” means a bond issued by a surety company
licensed in the Province of Ontario to ensure that the contractor has paid his/her
suppliers and thereby protects E.L.K. against liens which might be granted to suppliers
should the contractor not make proper payments.

“ etter of Agreement to Bond” means a letter or other form issued by a bonding agency
licensed to operate by Government of Canada or the Province of Ontario advising that
if the bidder is successful the bonding agency will issue the required bonds.

“L owest Compliant Bid” means the bid that would provide E.L.K. with the desired goods
and/or services at the lowest per unit or overall cost, meets all the specifications and
contains no major irregularity or qualifications.

“Manager” means an individual responsible for a department and who reports directly
to the C.E.O.

“Negotiation” means the action or process of conferring with one or more vendors
leading to an agreement on the acquisition of the required goods and services under
the conditions outlined in this Policy.

“No Bid Response” means a supplier was solicited to provide a quotation, but did not
provide a quote.

“Performance Bond” means a bond issued by a surety company executed in
connection with a contract and which secures the performance and fulfililment of the
undertakings, covenants, terms, conditions and agreements contained in the contract.

“Progress Payment’ means a payment made under the terms of a contract during its
terms and before its completion.

“Proposal” means a competitive offer, binding on the proponent and submitted in
response to a Request for Proposal where proposal evaluation and contract award is
based on criteria such as but not limited to proponent qualifications and experience,
product features and characteristics, service quality and efficiency and conformance
with specifications and requirements contained in the Request for Proposal. Price may
be an evaluation criteria for proposals but will not necessarily be the predominant basis
for contract award. Proposals will not have public openings.

“Purchase” means to acquire by purchase, rental or lease of goods and services.
“Purchase Order’ means a written offer to purchase goods and services or a written

acceptance of an offer where such offer has been made on forms prescribed by E.L.K.
(See Appendix “E”).
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“Quotation” means a bid received as a resuit of a written or verbal (via telephone or in
person) request by E.L.K. for the supply of goods and/or services.

“Request for Pre-Qualification” means a request for the detailed submission of the
experience, financial strength, education, background and personnel of persons, firms
or corporations who may, from time to time, qualify to supply goods and/or services to
E.LK

“Request for Proposal’ (RFP) means a process where a need is identified, but the
method by which it will be achieved is unknown or flexible at the outset. This process
allows vendors to propose solutions or methods to arrive at the desired result. The
solicitation of written, competitive proposals, or offers to be used as a basis for entering
into a contract when specification and price will not necessarily be the predominant
award criteria.

“Request for Quotation” (RFQ) means a bid solicitation where written quotes are
obtained from suppliers without formal advertising or receipt of sealed bids.

“Requisition” means a written or electronically produced request in an approval format
and duly authorized to obtain goods and/or services.

“Sealed Bid” means a formal sealed response received as a part of a quotation, tender
or proposal.

“Service” means all professional, consulting, construction or maintenance services
including the delivery, installation, repair, restoration, demolition or removal of personal
property and real property.

“Sole Source” means the purchase of a good and/or service where there is only one
available supplier of that good and/or service that meets the needs or requirements of
E.L.K. (See Appendix “A”).

“Specification” means any description of the physical or functional characteristics, or of
the nature of a supply, service, equipment or construction item. it may include a
description of any requirement for inspecting, testing, or preparing a supply, service,
equipment or construction item for delivery. it may also include drawings or samples.

“Tender’ means an offer received from a supplier of goods and/or services in response
to an advertisement requesting sealed tenders.

6 REFERENCES

Table “A” Methods of Purchasing
Table “B” Circumstances For Purchasing Method — Competitive Purchasing
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Table “C” Circumstances For Purchasing Method — Non-Competitive Purchasing
Appendix “A” Sole Source Procurement

Appendix “B” “Two Envelope Approach” to Requests for Proposal

Appendix “C” Response to Irregularities Contained in Bids

Appendix “D” Exemption From Purchasing Policy

Appendix “E” Sample Purchase Order

Appendix “F” index

7  PURCHASING PROCEDURES

7.01 The circumstances for the use of purchasing methods for E.L.K. shall be as set forth in
Table “A” attached hereto.

7.02 The competitive purchasing process for E.L.K. shall be as set forth in the Table “B”
attached hereto.

7.03 Informal low value purchasing general conditions:
i. The solicitation of quotations shall be fair, such that not to allow any bidder be
given an unfair advantage.
ii. The competitive purchasing process undertaken shall be based on clear definition
of the product or service and a clear outline of the review and criteria to be
undertaken.
ili. A minimum of three written or verbal quotations shall be required for purchases
exceeding $1,000.00. For purchases under $1,000.00 guotations are at the
discretion of the Manager. Managers may lower the $1,000.00 limit for their
department. Purchase orders are required if the purchase exceeds $1,000.00. Table
“B” sets forth when written or verbal quotes are required.
iv. A no bid response is not be considered as a valid bid unless approved by the
C.E.O. or Director of Finance.
v. Written quotations shall be forwarded to the Director of Finance with a purchase
order and shall be retained in the department files in accordance to Section 10.3 of
this Policy.
vi. Sufficient funds are available to pay for the confract.
vii. The Manager may delegate his/her authority to a designate provided the
designate follow the requirements of this Policy.

Upon request, the C.E.O. or Director of Finance shall assist in reviewing requisitions
and the quotations obtained by departments. Where appropriate, the C.E.O. or
Director of Finance may solicit additional quotes.

7.03.01 Petty cash funds shall be maintained to expedite small purchases and acquired
goodsiservices where immediate payment is required upon receipt of goods. The
value of the goods/services shall not exceed $300.

7.04 Request for quotation: general conditions:
(a) Manager shall:
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i. Prepare the specifications, terms and conditions relevant to the acquisition of

goods and/or services or provide other information as appropriate,

ii. Give notice of the request for quotation by requesting submissions from
suppliers who appear best qualified to meet the provisions of the quotation, and

at the discretion of the Manager advertise in a newspaper.

iii. Consider any irregularities and act in accordance with Appendix “C” and

Section 8.07 of this Policy.

(b) The purchase of goods and/or services in this section shall be made through the
issuance of a purchase order up to the amount approved in the budget.

(c) E.L.K. reserves the right to accept or reject any submission.
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7.05 Request for tenders are required for purchases exceeding $50,000.
7.05.01 A Request for Tender shall be used for purchases exceeding $50,000.00 -here all of

7.05.02

7.05.03 The Manager or designate shall provide a tender call form in writing or electronically

7.05.04

7.05.05

7.05.06

the following criteria apply:
(a) Two or more sources are considered capable of supplying the requirement,
(b) The requirement is adequately defined to permit the evaluation of fenders against
clearly defined criteria,
(c) The market conditions are such that tenders can be submitted on a common
pricing basis and
(d) Best value for E.L.K. can be achieved by an award selection made on the basis of
the lowest bid meets specification.

At the discretion of the Manager, all such tenders shall either be placed on E.L.K.
internet website or advertised in a newspaper. The onus is on interested vendors to
review E.L.K. website and newspapers from time to time for competitions that may be
of interest to them.

containing the relevant specifications, budget, authorization signature(s), approval
authority and terms and conditions for the purchase of goods and/or services.

The Manager shall prepare a summary of the bids and recommend the award of
contract to the lowest responsive bidder. Work shall be awarded based on the lowest
bid that meets the required terms, conditions and specifications outlined in the bid
document, unless otherwise approved by the Board.

Sealed tenders may be required in accordance with Section 8.15 of this Policy.
Performance bond and labour and materials payment bond are required for all
purchases over $150,000. Purchases of lesser value may include bonding
requirements as determined by the Manager or designate if it is deemed in the best
interest of E.L.K. When performance bond and labour and materials payment bond are
required, the amount of each bond shall be 50 percent of the amount of the fender bid.

The Manager or designate shall be responsible for arranging for opening of fender bids

at the time and date specified by the fender call. There must be in attendance at that
time: C.E.O. or designate.

There may be in attendance at that time the Consultant or Engineer or designate.
It shall be the responsibility of the Manager or designate to notify those persons noted
above.

All fenders will be opened in full view and at a reasonable time following the close of
bidding. Total tendered prices shall be read out at the meeting. Unless otherwise
stated, the opening of bids shall commence at 11:45 a.m. on the designate date.

VN
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7.05.07 With respect to all reports initiated for tenders, there shall be a disclosure on the

7.05.08

7.05.09

7.05.10
7.05.11

7.06

7.06.01

7.06.02

7.06.03

7.06.04

sources of financing, allocation of revenue and other financial commentary as
considered appropriate by the Director of Finance.

The Manager or designate shall follow the provisions of Section 8.16 of this Policy
regarding the award of contract using a purchase order or contract.

Except as otherwise provided, no work may commence or commitment to the purchase
of goods and/or services shall be entered into, until such time as a purchase order has
been issued or a contract signed and all necessary documents and approvals received.

E.L.K. reserves the right to accept or reject any submission.
The award of any tender requires Board approval.

A Request for proposal may be called when the requirements for goods and/or
services needed cannot be definitely specified and where such proposals could result
in specific offers by the bidders to fulfill the requirements, services or function at a
particular price. A request for proposal should be used where one or more of the
criteria for issuing a request for fender cannot be met, such as:
(a) Owing to the nature of the requirement, suppliers are invited to propose a solution
to a problem, requirement or objective and the selection of the suppliers is based on
the effectiveness of the proposed solution rather than on price alone, or
(b) It is expected that negotiations with one or more bidders may be required with
respect to any aspect of the requirement.

The Manager and C.E.O. may jointly select a supplier without competition where;
(a) The estimated total cost does not exceed $50,000 and
(b) The cost of preparing a detailed proposal would deter suppliers from submitting
proposals.

If estimated value is greater than $50,000, the Manager shall issue a request for
proposal in the same manner as a request for tender.

Where in the opinion of the Manager in consultation with the C.E.O. the requirement is
not straightforward or an excessive workload would be required to evaluate proposals,
either due to their complexity, length, number or any combination thereof, a multi-step
procedure may be used that would include a pre-qualification stage to ensure the
workload is manageable.

The Manager shall maintain a list of suggested evaluation criteria for assistance in
formulating an evaluation process using a request for proposal. This may include, but is
not iimited to, factors such as approach, qualifications, experience, equipment,
facilities, strategy, methodology, past performance, scheduling and price.
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An Evaluation Committee shall review all proposals against the established criteria,
reach consensus on the final rating results and ensure that the final rating results, with
supporting documents, are kept on file.

With respect to all reports initiated for request for proposal, there shall be a disclosure
on the sources of financing, allocation of revenue and other financial commentary as
considered appropriate by the Director of Finance.

The Manager shall follow the provisions of Section 8.16 of this Policy regarding the
award of contract using a purchase order or contract.

E.L.K. reserves the right to accept or reject any submission.
The award of any request for proposal requires Board approval.

A two-envelope approach may be used when it is desirable to evaluate the technical
and qualitative information of a given Request for Proposal without being influenced by
pricing information. Appendix “B” outlines the process to be followed in a two-envelope
approach.

The following section is for acquiring goods and/or services through the negotiation
process.

The C.E.O. shall justify the need to use this policy prior to E.L.K. staff entering into any
discussions with any vendor. This process may be adopted when any of the following
conditions apply:
(a) Due to abnormal market conditions, the goods and/or services required are in
short supply;
(b) Where there is only one source of supply which would be acceptable and cost
effective;
(c) When no bids are received in a tender or quotation call;
(d) When only one bid is received in a tender or quotation call;
(e) Where the lowest tender or quotation meeting specifications substantially exceeds
the amount budgeted for the purchase and it is impractical to recall the tender or
quotation;
(f) When all bids received fail to meet the specifications or tender terms and
conditions and it is impractical to recall the tender or quotation,
(g) The goods and/or services are required as a result of emergency, which would
not reasonably permit the use of method other than direct negotiation; or
(h) Where authorized by the Board to do so.

All methods of negotiation by E.L.K. shall employ fair and ethical practices.
When the C.E.O. in conjunction with the Manager deems negotiations to be necessary,

they shall be carried out jointly in co-operation subject to the conditions of this Policy.
Any negotiated purchase exceeding $50,000 is subject to Board approval.
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7.09 The following section shall be followed for leasing and financing services.

7.09.01  Managers wishing to acquire or use goods or services via an external third party
financing lease must receive the approval of the Board prior to requesting to
undertake any competitive bidding process.

7.09.02 Before entering into a lease or financing arrangement, the Director of Finance shall
prepare a report to the Board with a recommendation, assessing, in the opinion of the
Director of Finance the costs and financial and other risks associated with the proposed
lease or financing arrangement, include but not limited to:

(a) A comparison between the fixed and estimated costs and the risks associated
with the proposed financing lease and those associated with other methods of
financing;

(b) A statement summarizing the effective rate or rates of financing for the financing
lease, the ability for lease payment amount to vary and the methods or calculations,
including possible financing rate changes, that may be used to establish that
variance under the financing lease;

(c) A statement summarizing any contingent payment obligations under the financing
lease that in the opinion of the Director of Finance would result in a material impact
for E.L.K., including lease termination provisions, equipment loss, equipment
replacement options and guarantees and indemnities;

(d) An opinion about whether the costs of the financing for the proposed financing
iease are iower than other methods of financing available to £.L.K. and whether the
risks associated with the financing lease are reasonable;

(e) A summary of assumptions applicable to any possible variations in the financing
lease payment and contingent payment obligations and

(f) Any other matters the Director of Finance or the Board considers advisable.

7.09.03  All purchasing activity including request for proposals for financing are to require that
submissions include original equipment cost, length of lease, effective rate of interest,
residual value and terms and date of payment.

7.10 A blanket purchase order may be utilized where goods and services ordered will not
be used within a 3 month period and where:
(a) One or more departments repetitively order the same goods and/or services and
the actual demand is not known in advance, or
(b) A need is anticipated for a range of goods and/or services for a specific purpose,
but the actual demand is not known at the outset and delivery is made when a
requirement arises.

7.10.01 In utilizing a blanket purchase order, the expected quantity of the specified goods or
services to be purchased over the time period of the agreement shall be as accurate an
estimate as practical and be based to the extent possible on previous usage adjusted
for any known factors that may change usage.
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7.10.02 Blanket purchase orders are not to exceed a one-year period to ensure that
comparative pricing is obtained on a regular basis, unless it can be demonstrated that a
supply/service agreement beyond one year will provide financial benefits to £.L.K.

7.10.03 The Finance Department shall establish and maintain blanket purchase order lists that
define source and price with selected suppliers. Where purchasing action s initiated by
departments for frequently used goods and/or services, it is to be made with the
supplier or suppliers listed in the blanket purchase order.

7.10.04 Vendors are only authorized to fulfill their commitment by receipt of a purchase order or
blanket purchase order.

7.11 The following section will be used for emergency purchases:

7.11.01 “Emergency” is defined but not limited to:
(a) An imminent or actual danger to the life, health or safety of an official, the public
or an employee while acting on E.L.K.’s behalf;
(b) An imminent or actual danger of injury to or destruction of real or personal
property belonging to E.L.K. for which E.L.K. would be liable;
(c) An unexpected interruption or threat of an interruption of an essential public
service;
(d) An emergency as defined by the Emergency Management Act, and the
Emergency Response Plan formulated there under by E.L.K. and
(e) A spill of a poilutant as contemplated by the Environmental Protection Act.

7.11.02 When purchasing goods or services as a result of an emergency situation, the following
policies apply:

(@) Purchases over $1,000.00 but under $10,000.00
A Manager may initiate or approve purchases under $10,000.00 in an emergency
situation. Immediately following such purchase, the Manager will notify the
C.E.O.[Director of Finance in writing of the purchase with full details concerning the
circumstances under which the purchase was made. Purchases of this nature will
require that a purchase order be prepared and that as many comparative quotes as
practicable under the circumstances are obtained.
(b) Purchases over $10,000.00
The initiating Manager must obtain the prior approval of the C.E.QO. or, in the absence
of the C.E.Q., the Director of Finance in consultation with the Chair or Vice-Chair for
E.L.K.. As soon as reasonably possible following the purchase, the Manager will
issue an information report to the C.E.O. and when the purchase was made.
Purchases of this nature will require that a purchase order be prepared and that as
many comparative quotes as practicable under the circumstances are obtained.

7.11.03 All emergency purchases made under this section shall be confirmed by the issuance
of a purchase order or contract as requisitioned by the initiating Manager immediately
or as soon as practicable following the commitment. & )
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712 This section applies to the purchase of consulting and professional services unless

7.12.01

7.12.02

7.12.03

7.12.04

the purchase has been exempt from this Policy. The acquisition process described in
this section is restricted to acquisitions that are predominantly or exclusively for
consulting and professional services. Acquisition of consulting and professional
services is defined in Section 5 and in accordance with this Policy.

Consulting and Professional Services shall be acquired in accordance with the general
acquisition process where informal/formal quotations or tendersiproposals (Section

7.03 to 7.06) are required.

The department shall endeavor to see that individuals and firms providing consulting
and professional services have fair access to E.L.K. assignments.

The department shall attempt to provide sufficient detail to outline the objective, type
and scope of work to be conducted.

The Board upon the written recommendation of a Manager may waive the requirement
for quotations or proposals when:
(a) The works are the continuation of a previous project
(b) The firm has demonstrated unique qualifications to undertake the project such as:
(i) in house expertise
(ii) historical data on E.L.K.
(c) Time constraints are such that to seek quotations or tenders will result in:
(i) increased costs
(ii) loss of provincial or federal funding

8.0 BID AND CONTRACT REQUIREMENTS

8.01

8.01.01

8.02
8.02.01

Construction contracts shall comply with the requirements of this Policy with the
provision that contracts shall be endorsed in either a purchase order and/or formal
contract in a form satisfactory to E.L.K.

The successful bidder for a construction project shall submit the following
documentation in a form satisfactory to E.L.K. within seven (7) working days after being
notified in writing to do so by E.L.K. or its designate:

(a) Executed performance bonds and labour and material payment bond(s),

(b) Executed agreement,

(c) Insurance documents in compliance with the tender documents,

(d) Declarations respecting the Workplace Safety & Insurance Act,

(e) Certificate of Clearance from the Workplace Safety & Insurance Board and

(f) Executed performance bond.

The following conditions apply to all bid submissions:
Bid documents shall be submitted and received in the manner as specified in the bid
document.
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8.02.02 Unless otherwise stated, the closing time for receiving bid documents shall be 11:30
a.m. on the date designated by the Manager.

8.02.03 Unless otherwise stated, the opening of the bids shall commence at 11:45 a.m. on the
closing date.

8.02.04 Fax submissions will not be accepted.

8.02.05 Bid documents received by E.L.K. later than the specified closing time shall be returned
unopened to the bidder.

8.02.06 A bidder who has already submitted a bid document may submit a further bid document
at any time up to the official closing time. The last bid document received shall
supersede and invalidate all bids previously submitted by that bidder.

8.02.07 A bidder may withdraw his or her bid document at any time up to official closing time,
provided that the withdrawal is made in writing, is on company letterhead and is signed
by an authorized signatory of the bidder. All bid documents submitted are irrevocable
after the official closing time.

8.02.08 All bidders may be requested to supply a list of all subcontractors to be employed on a
project. The Manager or designate responsible for the project thereto must approve
any deletions or additions made to the list of subcontractors after the opening of the bid
in question.

8.02.9 The bid documents shall clearly specify what action shall be taken with respect to
informal or unbalanced bids and what penalties shall be imposed if the bidder fails to
submit the appropriate documents in the manner specified and the Manager under
whose jurisdiction the bid will be administered shall report such failures to the Board
with appropriate recommendations.

8.02.10 E.L.K. reserves the right to accept or reject any bid document.

8.03 A Manager or designate with the concurrence of the C.E. O. may request the
cancellation of a bid solicitation at any time up to contract award.

8.03.01 The Manager or designate and the C.E.Q. shall ensure that the confidentiality of any
bid submitted is maintained in accordance with the provisions of the Protection of
Privacy Act, as amended.

8.04 Where bids are received in response to a bid solicitation but, in the opinion of the
Manager under whose jurisdiction the bid will be administered acting together with the
C.E.O. or Director of Finance exceed budget, are not responsive to the requirement or A
do not represent Fair Market Value a revised solicitation shall be issued in an effort to L )

obtain an acceptable bid unless Section 8.04.01 applies.
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8.04.01

8.04.02

8.04.03

8.05

8.05.01

8.06

8.06.01

The Manager or designate and the C.E.O. or Director of Finance jointly may waive the
need for a revised bid solicitation and enter negotiations with the iowest responsive
bidder or the highest responsive bidder for a revenue-driven bid selection emanating
from a bid solicitation under the following circumstances and shall be done in
accordance with Section 7.08 of this Policy:
(a) The total cost of the lowest responsive bid is in excess of the funds appropriated
by the Board for the project or the highest responsive bid revenue is less than that
made in appropriate accounts in the Board approved budget and
(b) The Manager or designate and the C.E.O. or Director of Finance agree that the
changes required to achieve an acceptable bid will not change the general nature of
the requirement described in the bid solicitation.

In the case of building construction contracts, where the total cost of the lowest
responsive bid is in excess of the budget approved by the Board, negotiations shall be
made in accordance with Section 7.08.

E.L.K. has the right to cease negotiations and reject any offer.

In the event only one bid is received in response to a request for tender, the Manager
may return the unopened bid to the bidder when, in the opinion of the department or
designate and the C.E.O. or Director of Finance additional bids could be secured. In
returning the unopened bid the Manager shall inform the bidder that E.L.K. may be
recalling the fenders at a later date.

in the event that only one bid is received in response to a request for tenders, the bid
may be opened and evaluated in accordance with E.L.K. usual procedures when, in the
opinion of the Manager or designate and the C.E.O. or Director of Finance , the bid
should be considered by E.L.K. If, after evaluation by the Manager or designate and
the C.E.Q. or Director of Finance, the bid is not found to be acceptable, the procedures
set out in Section 8.04 shall be followed.

if two equal bids are received the Manager will offer an opportunity for bidders to re-
bid.

Should a tie persist, the Manager under whose jurisdiction the bid will be administered
acting together with the C.E.O. shall evaluate the two tied bids giving consideration to
several factors, including but not limited to the following:
(a) Whether a prompt payment discount is being made availabie to £.L.K. and in
what amount;
(b) When delivery is an important factor, which bidder can offer the best delivery
date;
(c) The sales service record of both bidders and which bidder is, in the opinion of
E.L.K., in a better position to offer the best sales service; and
d) The overall performance record of both bidders relative to their past business
dealings, if any, with E.L.K.;
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8.06.02 I, after a consideration of the factors set out above the respective Manager acting
together with the C.E.O. or Director of Finance cannot make a determination that will
break the tie, then the names of the tied bidders shall be written on paper and placed
into a container and one piece of paper shall be drawn randomly from the container by
the Manager and the tender shall be awarded to the bidder whose name appears on
the piece of paper drawn.

8.06.03 The Manager shall set the time and location of the draw and the bidders shall be
advised in writing in order that they may be present. Bidders must provide written
confirmation that they have received notification of the draw date/time either by fax or
email. The following shall be present at the draw: the C.E.O. or Director of Finance and
the Manager in charge of the bid solicitation or their designate(s), any of the bidders, or
their authorized representatives. Should any bidder elect not to be represented at the
draw, the draw will proceed regardiess.

8.07 The process for administering and responding to bid irregularities contained in any
and all contracts shall be set out in Appendix “C” attached hereto.

8.07.01 E.L.K. reserves the right to waive minor irregularities at its sole discretion.

8.08 Analyzing of bid responses shall be as follows. Request for tenders, request for
proposals and bid response shall be tabulated and analyzed by the Manager or
designate with a recommendation forwarded to the C.E.O. for review.

8.09 E.L.K. does not encourage in-house bidding as part of its procurement process.

8.10 The circumstances for sole source purchasing for E.L.K. shall be as set forth in
Appendix “A” attached hereto.

8.11 Departments whose budget provides for the acquisition of goods and/or services shall
be responsible for the preparation of specifications for a quote, tender or proposal
call.

8.11.01 The C.E.O. or Director of Finance shall have the authority to review and recommend
improvements to the specifications and resulting changes to specifications shall be
made with the co-operation of the Manager or designate concerned.

8.11.02 Specifications should be detailed but not brand specific to leave room for potential
vendors to provide alternatives in the event an equal or better-proven product or
method is available and shall not deter a competitive process.

8.11.03 In cases where the specification will result in a sole source purchase, it shall be at the
discretion of the C.E.O. or Director of Finance to require the department to bring
forward a report for Board approval.
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8.11.04

8.11.05

8.11.06

8.12

8.13

8.13.01

Vendors or potential vendors shall not be requested to expend time, money or effort on
design or in developing specifications or to otherwise help define a requirement beyond
the normal level of service expected from vendors. When such services are required:
(a) The C.E.O. or Director of Finance shall be advised,
(b) The contracted vendor will be considered as a consultant and unable to make an
offer for the supply of the goods and/or services,
(c) A fee may be paid to the contracted vendor; and
(d) The detailed specifications shall become the property of E.L.K. for use in
obtaining competitive bids.

Where, in the opinion of the respective Manager acting together with the C.E.O. or
Director of Finance it is not possible to prepare precise specifications in order to issue a
request for tender for the provision of goods and/or services, a request for proposals
shall be issued. The Manager shall prepare evaluation criteria and weightings for the
criteria. The document shall clearly distinguish those requirements that are deemed
mandatory or non-mandatory and shall clearly outline how these items will be
evaluated.

At the discretion of the Manager a refundable or non-refundable fee may be charged for
tenders, proposals, expression of interest and specification packages.

The total project cost or contract amount shall be sum of all costs to be paid to the

~ vendor/supplier under the contract, plus all taxes and less any rebate.

The initiating department is responsible to ensure that those vendors providing services
to E.L.K. meet the necessary Workplace Safety and insurance Board requirements
as set out in Subsections of 18.13 and 18.14 of this Policy. The insurance policy shall
be in a form satisfactory to £.L.K. prior to the commencement of any work being
performed, for no less than the minimum amounts stated in Section 8.13.01 and in
force for the entire contract period and subsequent maintenance period.

The minimum insurance requirements required by E.L.K. in Canadian dollars, shall be
{a) Subdivision
- $5 million General Liability
- $5 million Environmental Pollution Liability
- $2 million Auto Liability
(b) Consultants
- $2 million General Liability
- $2 million Professional Errors or Omissions Liability
{c) Contracts
- $2 million General Liability
(d) Tenants
- $2 million General Liability
- $300,000 Tenant Legal Liability
(e) Other Types of Contracts
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At the direction of the Board acting on the recommendation of the Manager, the
Manager or designate may determine any other risk requiring coverage.
8.13.02 E.L.K shall be:
(a) Named as an additional insured in the policy of insurance and the policy shall
contain a cross-liability/separation clause;
(b) Indemnified from any and ali claims, demands, losses, costs or damages resuiting
from the performance of a bidder’s obligation under contract.
8.13.03 Vendor insurance policies shall not be altered, cancelled or allowed to lapse without

8.13.04

8.13.05

8.13.06

8.13.07

8.14

8.14.01

8.14.02

thirty (30) days prior written notice to E.L.K. If the insurance policy is cancelied or
changed in any manner that would affect E.L.K. as outlined in coverage specified in the
policy for any reason, thirty (30) days prior notice by registered mail shall be given by
the insurer to E.L.K. The contractor shall deliver the insurance policy or certificate prior
to commencing any work pursuant to any contracts.

The contractor shall maintain such fire and theft insurance, including dishonesty of any
employees or agents hired by the contractor, as well provide coverage for loss by
burglary, fire or theft of any stock or equipment of the contactor’s upon city premises.

Prior to payment to a supplier or vendor, a certificate of clearance from the Workplace
Safety and Insurance Board shall be provided by the vendor to E.L.K. evidencing the
payment of all required premiums or levies to the Workplace Safety and Insurance
Board to the date of payment by E.L.K. to the vendor.

All bid documents shall clearly indicate requirements to be provided by the successful
bidder.

Manager or designate shall be contacted for assistance where insurance requirements
are unclear and where insurance requirements are waived. The C.E.Q. in conjunction
with E.L.K.’s insurer shall have the authority to waive any and/or all insurance
requirements of this section.

The Manager or designate shall be satisfied that the contractor who accepts a
purchase order and/or contract is fully knowledgeable of all terms and conditions of the
Occupational Health and Safety Act, including the regulations applying to an
employer, deemed or otherwise, of a sub-contractor.

The contractor shall strictly comply with all aspects of the Occupational Health and
Safety Act and regulations there under.

The contractor shall agree to indemnify and hold harmless E.L.K. and its employees for
all matters and claims pertaining or relating to the work to be performed by the
contractor and/or its sub-contractors.

T
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8.14.03

8.14.04

8.15

8.15.01

8.15.02

8.15.03

The contractor shall assume responsibility for any and all breaches of health and safety
requirements, including the cost of legal defense on a salicitor and own client basis
should E.L.K. or any of its employees be charged with violating said Act or Regulations.
In the event that E.L.K. or any of its employees thereof are convicted and fined for any
such offence as having been a deemed employer or otherwise vicariously or definitively
liable, the contractor shall forth with pay any such fine on behalf of such defendant.

The contractor shall deliver a Certificate of Clearance from the Workplace Safety and
insurance Board prior to commencing any work pursuant to any contracts ensuring all
premiums or levies have been paid to the Workplace Safety and Insurance Board to
the date of payment.

The Manager or designate may require that a bid be accompanied by a Bid Bond or
other similar security to guarantee entry into a contract.

In addition to the security referred to in Section 8.15, the successful bidder may be
required to provide,
(a) A performance bond to guarantee the faithful performance of the contract, and
(b) A Labour and Materials Payment Bond to guarantee the payment for labour and
materials to be supplied in connection with a contract.

The Manager, C.E.Q. and Director of Finance shall select the appropriate means to
guarantee execution and performance of the contract. Means may include one or more
of but are not limited to:
(a) Financial bonds for contract performance;
(b) Certified cheque, bank draft or money order drawn on any bank named in
Schedule | or |l to the Bank Act (Canada), any trust or loan company registered
under the Loan and Trust Company Act (Ontario), the Province of Ontario Savings
Office, or a credit union as defined in the Credit Unions and Caisses Populaires Act
(Ontario),
(c) An Irrevocable Letter of Credit naming E.L.K. as the beneficiary,
(d) A Bid Bond issued by an approved guarantee company properly licensed in the
Province of Ontario, on bond forms acceptable to E.L.K.,
(e) Canadian currency and
(f) Other forms of security deposits, provisions for liquidated damages, progress
payments and holdbacks.

A bid deposit shall be required to accompany and be included in an envelope
containing the bid documents in the following circumstances:
(a) All bids for construction projects;
(b) Special maintenance contracts, except for those confracts whose price in the
opinion of the Manager is disproportionate to the cost of the contractor of obtaining a
bid bond,
(c) All demolition contracts,
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(d) In circumstances not mentioned in Section 8.15.03 (a) through (c) the Manager or
designate in consultation with the C.E.O. or Director of Finance shall be authorized to
determine whether or not a bid deposit is required prior to calling of sealed bids.

8.15.04 When a bid bond is required, the Manager, in conjunction with the Director of Finance,
shall determine the amount of the bid deposit.

8.15.05 When a Performance Bond or Labour and Material Payment Bond is required, the
amount of the bond shall be 50% of the amount of the tender bid, unless the Manager
recommends and the Board approves a higher level of bonding.

8.15.06 The Manager and the Director of Finance shall ensure that the guarantee means
selected will:
(a) Not be excessive but will be sufficient to cover any financial risk to E.L.K.
(b) Provide flexibility in applying leverage on a supplier so that the penalty is
proportional to any contract deficiencies and
(c) Comply with provincial statutes and regulations

8.15.07  All bidders shall include in the tender/sealed bid envelope the following:
(a) The tender/bid form issued by E.L.K. or its agents and
(b) The satisfactory declaration if applicable

8.15.08 If, in the opinion of the Manager or designate the risk to £.L.K. is not adequately limited
by the progress payment provisions of the contract, an additional minimum payment
holdback of 10% may be required.

8.15.09 The Manager or designate may release the holdback funds on construction contracts
upon:

(a) The contractor submitting a statutory declaration that all accounts have been paid
and all documents have been received for all damage claims,
(b) Receipt of clearance from the Workplace Safety and Insurance Board for any
arrears of Workplace Safety and Insurance Board assessment,
(c) All the requirements of the Construction Liens Act being satisfied,
(d) Receipt of certification from E.L.K.'s Solicitor, where applicable, that liens have
not been registered and
(e) Certification from the Manager, under whom the work has been performed that
the conditions of the contract have been satisfied.

8.15.10 The conditions for release of holdback funds provided in Section 8.15.11 apply to other
goods and/or services contracts with necessary modifications.

8.15.11 The tender documents shall clearly specify what action shall be taken with respect to
informal or unbalanced bids and what penalties shall be imposed if the bidder fails to
submit the appropriate documents in the manner specified and the Manager under el
whose jurisdiction the bid will be administered shall report such failures in consultation L
with the C.E. Q. to the Board with appropriate recommendations.
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8.15.13

8.15.14

8.16

8.16.01

8.16.02

8.16.03

8.16.04

8.16.05

in all circumstances with respect to tenders the Manager or designate in consultation
with the Director of Finance is authorized to determine whether or not a Letter of
Agreement to bond is to be submitted with the bids. When the requirements of a Letter
of Agreement to bond have been determined, the failure of a bidder to provide said
Letter of Agreement to bond shall result in the bid being rejected.

A tender and/or proposal requiring an appropriate bid deposit shall be void if such
security is not received in the manner specified in Section 8.15.02 or if the value of the
bid deposit is less than required. The Director of Finance is authorized to cash and
deposit any bid bonds and/or cheques in E.L.K’s possession that are forfeited as a
result of non-compliance with terms, conditions and/or specifications of a sealed bid.

The successful bidder for maintenance contracts, demolition contracts, proposals for
the sale and/or removal of E.L.K. owned buildings, or structures and tenders shall
submit the following documentation in a form satisfactory to E.L.K. within seven (7)
working days after being notified in writing to do so by E.L.K..

(a) Executed Performance Bond,

(b) Executed Agreement and Labour and Materials Payment Bond(s),

(c) Insurance Documents in compliance with tender documents

(d) Certificate of Clearance from the Workers’ Safety Insurance Board and

(e) Declarations respecting the Worker's Compensation

The award of a contract may be made by way of:
(a) Purchase Order/Contract Order
(b) Formal Agreement

A Purchase Order or Contract Order is to be used when the resulting contract is in the
opinion of the Manager or designate, straightforward and will contain E.L.K.’s standard
terms and conditions and is a binding agreement with the contracted vendor.

A Formal Agreement is to be used when the resulting contract is, in the opinion of the
Manager or designate, complex and will contain terms and conditions other than
E.L.K.'s standard terms and conditions.

It shall be the responsibility of the Manager initiating the bid solicitation, with the
Director of Finance and/or Solicitor, to determine if it is in the best interest of E.L.K. to
establish a formal agreement with the supplier.

Where it is determined that Section 8.16.03 applies, the formal agreement shall be
reviewed and approved for execution by E.L.K.’s Solicitor or designate.

Where a Formal Agreement is required, as a result of the award of the contract by
delegated authority, the Chair and C.E.O. shall execute the agreement in the name of
ELK
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8.16.07

8.16.08
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8.17

8.18

8.18.01

8.18.02

8.18.03

8.19

Where a Formal Agreement is issued, the Manager or designate shall issue a purchase
order or contract order incorporating the terms and conditions relevant to the award of
a contract.

Where a Formal Agreement is not required, the Manager or designate shall issue a
purchase order or contract order incorporating the terms and conditions relevant to the
award of a confract.

Requisitions. or purchase orders shall not be arbitrarily structured to alter the
relationship of the price to the preauthorized expenditure limit.

For an approved form of agreement for major purchases of goods and/or services, a
form of agreement prepared or approved by E.L.K.’s Solicitor shall be used at the
discretion of the Director of Finance, when deemed advisable in E.L.K.’s best interest.

Where a contract contains an option for renewal, the Manager may authorize such
option provided that all of the following apply:
(a) The supplier's performance in supplying the goods and/or services is, in the
opinion of the respective Manager acting together with the C.E.O. or Director of
Finance, considered to have met the requirements of the contract,
(b) The Manager or designate provides the Director of Finance with a written
explanation as to why the renewal is in the best interest of E.L.K.
(c) The Manager and the Director of Finance agree that the exercise of the option is
in the best interest of E.L.K. and :
(d) Funds are available in appropriate accounts within the Board approved budget
including authorized revisions to meet the proposed expenditure

Notwithstanding the foregoing options that exceed $50,000.00 require Board approval
in the same manner as was required in the original confract.

No amendment or revision to a contract shall be made unless the amendment, in the
opinion of the Board, is in the best interest of E.L.K.

No amendment that changes the price of a contract shall be agreed to without a
corresponding change in requirement or scope of work and where applicable, Board
approval is required.

Managers or designate may recommend amendments to contracts.

Where expenditures for the proposed amendment combined with the price of the
original contract exceeds the Board approved budget for the project, a report prepared
by the Manager shall be submitted to the Board recommending the amendment and
proposing the source of financing.

Where a requirement exists to initiate a project for which goods and/or services are
required and funds are not contained within the the Board approved budget to
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meet the proposed expenditure, the Manager shall, prior to commencement of the
purchasing process, submit a report to the Board containing:
(a) Information surrounding the requirement to contract,
(b) Information on the availability of the funds within existing budgets, which were
originally approved by the Board for other purposes, or on the requirement of
additional funds.

9 MATERIAL AND VENDOR MANAGEMENT

9.01 The Manager or designate shall be responsible for monitoring the prices of the goods

9.01.01

9.01.02

9.01.03

9.01.04

9.02

9.02.01

9.03

9.03.01

required in inventory and establishing the necessary purchase orders and blanket
purchase order so that staff can requisition their requirements in order to replenish the
stock as needed.

Upon receipt of an authorized requisition, the Manager or designate shall proceed to
contact suppliers in order to fuffill the inventory requirement.

The Manager or designate may from time to time aiter the source or method of supply
when it is, in his/her opinion, beneficial to do so.

Managers or designate shall ensure a physical inventory of stock items be taken on a
periodic basis and an adequate allowance of inventory obsolescence be maintained.

Physical inventories can be taken periodically as designated by the Manager, but must
be taken on December 31% of every year, or within 2 working days of December 31%
and submitted to the Finance Department. All inventories should be kept only to the
extent that they meet requirements within a 3-month period.

The Manager or designate shall,
(a) Arrange for the prompt inspection of goods on receipt to confirm conformance
with the terms of the purchase or blanket purchase order and
(b) Inform the C.E.O. and Director of Finance of discrepancies immediately.
(c) Delivery receipts must be signed off by the Manager or designate and promptly
forwarded to the Finance Department.

The C.E.O. or Director of Finance shall co-ordinate an appropriate course of action with
the Manager or designate for any non-performance or discrepancies.

Disposal of surplus and obsolete material and equipment shall be done in
accordance with this section.

Each Manager or designate shall submit an annual report to the C.E.O. identifying all
furniture, vehicles, equipment and surplus stock, which are no longer used or which
have become obsolete, worn out, or incapable of being used.
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0.03.02 The C.E.O. shall have the authority to sell, exchange, or otherwise dispose of material
declared surplus or obsolete to the needs of E.L.K. and where it is cost effective and in
the best interest of E.L.K. to do so.

9.03.03 The Manager shall be responsible for ascertaining if the items can be of use to other
departments rather than disposed of.

9.03.04 The C.E.O. shall have the authority to sell or dispose of the material by the most
effective of following methods:

(a) Offered to other departments at no cost ;

(b) Offered for sale to public agencies;

(c) Sold by external advertisement, including tender, quotation, public auction, or on-
line auction;

(d) Sold or traded to the original supplier or others in that line of business where it is

determined that a higher net return will be obtained than following other procedures;

(e) Donated to a charitable organization;

(f) Recycled;

(g) Other methods as deemed appropriate;

9.03.05 Inthe event that all other efforts to dispose of material by sale are unsuccessful, these
items may be scrapped.

0.03.06 Where it is deemed appropriate, the C.E.O. and/or the initiating department, may set a
reserve price for an article that is to be sold and

(a) In case of disposal by tender, the reserve price shall be published and disclosed,;
or

{b) In case of public auction, on-line auction or quotation, the reserve price shall be

used as an internal estimate and not disclosed.

9.03.07 The revenue generated from the sale of surplus and obsolete material shall be credited
to the appropriate general ledger account.

0.03.08 Departments are responsible for the disposal of hazardous material. Where disposal
prices must be obtained, the C.E.O. shall be notified of the necessary information
regarding the hazardous material.

9.03.09 No employee, elected official, or immediate member of their families, shall be permitted
to receive surplus and obsolete material except by purchase at a public auction or on-
line auction.

9.04 Managers in conjunction with the C.E.O. and Director of Finance shall institute a
vendor performance management program for E.L.K.

9.04.01 A performance evaluation shall rate the performance of the vendor on criteria

determined by the Manager to be appropriate in determining if £.L.K. has obtained a
satisfactory level of performance by the vendor.
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9.04.02 Documented poor performance or non-performance may be used to determine the
eligibility of a bidder to participate in future E.L.K. contracts in accordance with Section
9.06.

9.05 E.L.K. may, in its absolute discretion, reject a tender or proposal submitted by the
bidder, if the bidder, or any officer or director of the bidder is or has been engaged,
either directly or indirectly through another corporation, in a legal action against E.L.K.
its elected or appointed officers and employees in relation to:

(a) Any other contract or service; or
(b) Any matter arising from E.L.K.’s exercise of its powers, duties, or functions.

9.05.01 In determining whether or not to reject a quotation, tender or proposal under this
clause, E.L.K. will consider whether the litigation is likely to affect the bidder’s ability to
work with E.L.K., its consultants and representatives and whether E.L.K.'s experience
with the bidder indicates that E.L.K. is likely to incur increased staff and legal costs in
the administration of the contract if it is awarded to the bidder.

9.06 The Manager or designate shall document evidence and advise the C.E.O. and
Director of Finance in writing where the performance of a supplier has been
unsatisfactory is terms of failure to meet specifications, terms and conditions or for
health and safety violations.

9.06.01 The Director of Finance may, in consultation with the Solicitor, prohibit an
unsatisfactory supplier from bidding on future contracts for a period of up to three
years.

9.06.02 Any supplier being excluded from a bidding process due to poor performance will be
reported to the Board and will be notified in writing of their exclusion.

9.06.03 The supplier shall have the opportunity to respond to the Board regarding a notification
sent pursuant to Section 9.06.02. The decision of the Board regarding the exciusion of
a supplier shall be final.

9.07 This section shall be followed in situations where it is deemed by the Manager or

designate to be necessary to pre-qualify bidders prior to the commencement of the
competitive sealed bid process. The purpose of the pre-qualification is to ensure that
each bidder can demonstrate they have ability to provide the necessary expertise and
resources to satisfactorily complete the work required. Pre-qualification shall only be
considered in the following circumstances:
(a) The work involves complex, multi-disciplinary activities; specialized expertise,
equipment, materials, or financial requirements,
(b) The work is such that contract administration costs (work inspection, follow-up,
extra fee negotiations) could result in a substantial cost to E.L.K. if the work is not
satisfactorily performed the first time,
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(c) The goods or equipment to be purchased must meet national safety standards, or
if no standard has been established, has required a demonstrated acceptable level of
performance, or

(d) The work is considered “high risk” with respect to regulations governed under
Occupational Health and Safety.

9.07.01 This is a two-step process, where either a competitive sealed bid or a proposal call will
follow. Pre-qualification is the first step and would set out criteria requiring
bidders to provide information such as, but not limited to:
(a) Experience on similar work
(b) References provided from other customers for similar work
(c) Verification of applicable licenses and certificates
(d) Health and safety policies and staff training, and
(e) Financial capability

9.07.02 Appropriate staff, at the direction of the C.E.O. and Director of Finance will evaluate
and rank the submissions and then recommend a short list of acceptable bidders who
will be invited to participate in the subsequent request for tender call.

9.07.03 Alternatively, E.L.K. may issue a request for information. A request for information can
be used to build supplier interest and to see who the interested parties are to justify a
full request for proposal competition. The request for information may request detailed
information such as, but not limited to, company background, who the interested parties
are, what they can offer and what they can do for E.L.K. Any resulting bid document
will be advertised and will be open to vendors who wish to participate.

10 GENERAL ADMINISTRATIVE PROCEDURES

10.01 Where a supplier has invoiced E.L.K. payments the invoice shall be included in the
appropriate monthly cheque register for the Board to be prepared by the Director of
Finance.

10.02 The procedures in this section shall be used to resolve any question involving the
meaning or application of this Policy. E.L.K. encourages the most open,
competitive bidding process for the purchase of goods and/or services and the
equitable treatment of all vendors. In the event that disputes arise during the
administration of a contract that cannot be easily resolved, the vendor shall:

(1) Request a meeting with the C.E.O. and Director of Finance. This request shall be

in writing and shall provide a detailed statement of the legal and factual grounds of the -
protest, including copies of relevant documents and shall identify the form of relief <
requested.
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10.03

10.03.01

10.03.02

10.03.03

10.03.04

10.04

(2) If, after the meeting, the vendor is satisfied that their concerns have been
addressed and that the process has been fair and equitable, no further action shall be
required.

(3) If, after the meeting, the C.E.O. and Director of Finance are convinced that there
was an error or oversight on the part of the purchasing process, a report shall be
issued to the Board for approval. The report shall set out the course of action
recommended by the C.E.O. and Director of Finance.

(4) The Board will provide a final resolution to the conflict, subject to any litigation
proceedings which may be commenced.

The public and the business community must have confidence in the integrity of E.L.K.
officers and employees. Any officer, or employee who intentionally and knowingly fails
to act in accordance with this Policy shall be subject to appropriate disciplinary
action up to and including termination of employment.

Any bidder and existing suppliers who intentionally and knowingly fail to act in
accordance with the purchasing Policy may be prohibited from bidding on future
contracts for a period of three years in accordance with Section 9.06.

No acquisition of goods and/or services or disposal of surplus goods, or equipment
shall be made where the quantity or delivery is divided or in any manner arranged so
that the price or value of the goods and/or services to be acquired or disposed of is
artificially reduced to circumvent the prescribed purchasing process.

No officer or employee or any relative of that officer, or employee shall be permitted to
purchase any surplus goods to be disposed of except by successfully bidding on the
same at a public auction or by sealed bid but in no case if the duties of that officer, or
employee include making decisions regarding the disposal of such goods or activities
relating to the conduct of the disposal process.

Officers and employees shall not knowingly cause or permit anything to be done or
communicated to anyone which is likely to cause any potential vendor to have an unfair
advantage or disadvantage in obtaining a contract for the supply of goods and/or
services to E.L.K.

In order to contribute to waste reduction and to increase the development and
awareness of environmentally sound purchasing, acquisitions of goods and/or
services will ensure that wherever possible, specifications are amended to provide for
expanded use of durable products, reusable products and products (including those
used in services) that contain the maximum level of post-consumer waste and/or
recyclable content, without significant affecting the intended use of the product or
service.
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10.04.01 ltis recognized that cost analysis is required in order to ensure that the products are
made available at competitive prices.

10.06 All officers and employees of E.L.K. shall provide their best efforts to comply with the
terms and conditions of this Policy.

10.06 All officers and employees of E.L.K. shall not have a pecuniary interest, either directly
or indirectly, in any contract with E.L.K. or with any person acting for E.L.K. in any
contract for the supply of goods and/or services for which E.L.K. pays or is liable,
directly or indirectly to pay.

10.06.01 All staff and others participating in the evaluation of proposals shall disclose any
conflict of interest prior to the evaluation process.

10.06.02 All consultants awarded a contract by E.L.K. shall disclose to E.L.K. prior to accepting
an assignment, any potential conflict of interest. If such a conflict of interest exists,
E.L.K. as directed by the C.E.O. may, at its discretion, withhold the assignment from
the consultant until the matter is resolved. And furthermore, if during the conduct of an
E.L.K. assignment, a consultant is retained by another client giving rise to a potential
conflict of interest, then the consultant shall so inform E.L.K.

10.07  The Province of Ontario’s Discriminatory Business Practices Act (R.S.0. 1990) was
established to prevent discrimination in Ontario on the grounds of race, creed, colour,
nationality, ancestry, place or origin, sex or geographical location of persons employed
or engaged in business. As such, granting preference to local suppliers to provide
goods and/or services to E.L.K. cannot be undertaken.

10.08 Where a contract may extend beyond the term of the Board, the contract shall contain
provisions to minimize the financial liability of E.L.K. should the subsequent Board not
approve sufficient funds to complete the contract and E.L.K. may terminate the
contract.

10.09 The disclosure of information received relevant to the issue of bid solicitations or the
award of contracts emanating from bid solicitations shall be made by the appropriate
officers in accordance with the provisions of the Protection of Privacy Act, as amended.

10.09.01 All records and information pertaining to tenders, proposals and other sealed bids,

which reveal a trade secret or scientific, unit process, technical, commercial, financial
or other labour relations information, supplied in confidence implicitly or explicitly shall
remain confidential if the disclosure could reasonably be expected to:
(a) Prejudice significantly the competitive position or interfere significantly with the
contractual or other negotiations of a person, group of persons, organizations;
(b) Result in similar information no longer being supplied to E.L.K where itis in the
public interest that similar information continue to be so supplied;
(c) Result in undue loss or gain to any person, group, committee or financial
institution or agency; or

A
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(d) Result in information whose disclosure could reasonably be expected to be
injurious to the financial and/or security interests of E.L.K.

10.10 Managers shall be authorized to co-operate with local municipalities, boards and
commissions of such other organizations performing services for or on behalf of E.L.K.
with respect to co-operative or bulk purchasing of goods and with respect to providing
general advice, information or assistance pursuant to such requests.

10.11 Where, in the opinion of the Manager or designate it would be effective, tenders and
proposals shall be placed on E.L.K. internet website and if E.L.K. so desires, in the
local press.

10.11.01 Advertisements, where applicable, must appear with sufficient time between advertising
and tender closing to permit a contractor to examine the advertisement, obtain the
tender documents, complete and submit his/her proposal.

10.11.02 Tender and proposals may be advertised on other government operated and/or
purchasing association internet websites, where practicable, to attract competent
bidders.

10.12 The purpose of this policy is to determine how effective the Purchasing Policy has
been in achieving the objectives set out in Section 3 of the Policy.

10.12.01 The Purchasing Policy shall be reviewed within eighteen (18) months of
passage.

10.12.02 The Purchasing Policy shall be reviewed subsequently thereafter prior to the end
of each Board term.

10.13 All background information, information submitted by vendors, analysis,
purchase order and other relevant information involved in obtaining prices for goods
and/or services shall be retained in compliance with E.L.K.'s Retention By-

Law.

10.14  Inthe absence of the Manager or designate the C.E.O. or
Director of Finance shall act as the department purchasing agent.

10.14.01 Any commitments being made where it is recommended that a contract be
executed by the Chair or C.E.O. must first be approved by the Board where the
expenditure is over $5,000.00 or contracts not terminable on 30 days’ notice.

10.14.02 No employee or elected official shall purchase or offer to purchase, on behalf of

E.L.K., any goods and/or services, except in accordance with this Policy.

10.14.03 The Tables “A”, “B” & “C”, Appendix “A”, “B”, “C”, “D" and “E” attached hereto may

be amended from time to time with report to the Board. Such amendments do not
invalidate any other portion of this Policy.
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10.14.04 The Manager or Director of Finance may randomiy review departments
purchasing related files on an on-going basis to review the effectiveness and integrity
of the process and policy adherence.

10.14.05 The Manager in conjunction with the Director of Finance shall establish procedures
consistent with the purposes, goals and objectives and be used as guidelines and for
information on purchasing goods and/or services in compliance with this Policy.

10.14.06 The Director of Finance shall initiate and submit the recommendation with respect to
the award for group benefits, auditors, banking and professional services to the Board
with the assistance and consultation of the depariments.

10.14.07 The C.E.O. shall initiate and submit the recommendation to the Board with respect
to the sale of E.L.K. owned real property.

10.14.08 The Director of Finance shall initiate and submit the recommendation with respect to
general insurance to the Board.

10.14.09 Managers shall review unsolicited proposals received by E.L.K. Any purchasing activity
resulting from the receipt of an unsolicited proposal shall comply with the provisions of
this Policy.

10.14.10 To ensure standardization of corporate equipment and software, prior approval
shall be required from the Manager and the Director of Finance for computer
equipment.

10.15 Information to be included in purchase orders is as follows:
(a) Documentation of comparative pricing obtained (either written or verbal) or a copy
of the RFQ, RFP or RFT submitted by the successful bidder and a summary of the
criteria used to rate the bid
(b) Information concerning the vendor (name, address, telephoneffax number)
{c) Ship To/Bill To Information
(d) Details concerning the goods or services purchased and pricing, including
estimated shipping charges, if extra payment terms
{e) Account to be charged
(f) Authorization for the purchase according to the requirements set out in Table “B”;
where Board authorization is obtained, reference to the resolution is to be noted on
the purchase order.
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Table A - Methods of Purchasing

Method Definition Goals
Request for Process for obtaining unique proposals | To implement an objective,
Proposal (RFP) designed to meet broad outcomes toa | fair, open, transparent,

complex problem or need for which
there is no clear or single solution.
Solicitation of requests for proposal may
be by invitation and/or by advertising
(website/newspapers) and may include
a “two envelolpe” approach. (See
appendix B)

accountable and efficient
process. Proposals to be
selected on the basis of 1) the
highest score and 2) that the
proposal meets the
requirements specified in the
competition, based on
qualitative, technical and
pricing considerations.

Request for Tender
(RFT)

Process of obtaining competitive bids
based on precisely defined
requirements for which a clear or single
solution exits. Bid solution performed
on the basis of an advertisement
(website, newspaper(s) and/or trade
magazines.

To implement an effective,
objective, fair, open,
transparent, accountable and
efficient competitive bids.
Tenders to be accepted on the
basis of the lowest bid that
meets all of the requirements
specified in the competition.

Request for
Quotation (RFQ)

Same as Request for Tender, except
that bid solicitation is done on an
invitational basis from a pre-determined
list of bidders that may be supplemented
with public advertising at the discretion
of management.

To implement an effective,
objective, fair, open,
transparent, accountable and
efficient process for obtaining
competitive bids. Quotes to
be accepted on the basis of
the lowest bid that meets all of
the requirements specified in
the competition.

informal, Low Value
Purchasing

Process for obtaining competitive pricing
for goods and services through phone,
fax, email, vendor advertisements or
catalogues.

To obtain competitive pricing
in an expeditious and cost
effective manner.

Sole Source
Procurement

Process for obtaining goods and
services without seeking competitive
pricing. Refer to Appendix A for full
details of when this process may be
used.

To allow for purchasing in an
efficient and timely manner.
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Table B: Circumstances for Purchasing Methods — Competitive Purchasing

Estimated Method of Purchasing Purchasing Authorization
Value of Goods Required Paperwork Required Required
or Service
$0 to $1,000 information Low Value None Employee designed

Purchasing

Comparative pricing may

be obtained at the

discretion of purchaser; the

requirement for
comparative pricing at

by a Manager;
Managers have the
option to reduce
maximum purchasing
$ levels requiring
approval by Manager

purchasing values less than at their discretion.
$1,000 may be required on
a departmental basis of the

discretion of the Manager.

$1,001 to $5,000

Informal Low Value
Purchasing

Three comparative quotes

Purchases $2,501 to
$5,000 — written quotes

Purchase Order with
three verbal quotes
noted on P.O. or three

Manager — up to the
amount in approved
Budget.

required: written quotes Managers have the
Purchases under $2,500 — attached to P.O. option to reduce
verbal quotes maximum purchasing

$ levels requiring
approval by Manager
at their discretion.

$5,001 to Request for Quotation Purchase Order Manager and Director
$50,000 where of Finance or C.E.O.
requirements (up to the amount in
can be approved Budget)
definitively
specified or
defined
$5,001 to Request for Proposal Purchase Order Manager and Director
$50,000 where of Finance or C.E.O.
requirements (up to the amount in
cannot be approved Budget)
definitively
specified or
defined
Greater than Request for Tender Purchase Order or Board on
$50,000 where Contract recommendations of
requirements Manager/C.E.O.
can be
definitively -
specified or A
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defined
Greater than Request for Proposal Purchase Order or Board on
$50,000 where Contract recommendations of
requirements Manager/C.E.O.
cannot be
definitively
specified or

defined




%
FE.LK,
er; c
nersy in Statement of Policy and Procedure (/
S
Manual: Finance and Accounting SPP No.
Section: Purchasing Cycle Issued: January 17, 2008
Subject: Purchasing Effective: January 17, 2008
Issue to: All Manual Holders Page: 38 of 48
Issued by: Replaces: October 12, 2006
Dated: October 12, 2006

Table C : Circumstances for Purchasing Methods — Non-Competitive Purchasing

Estimated Method of Purchasing Purchasing Authorization
Value of Goods Required Paperwork Required Required
or Service
$0 to $500 Non-competitive purchasing None Manager
$501 to $50,000 | Non-competitive purchasing Purchase Order Manager and Director
of Finance or C.E.O.
(up to the amount in
approved Budget)
Greater than Non-competitive purchasing Purchase Order or Board on
$50,001 Contract recommendations of
Manager/C.E.O.

I
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Appendix A - Non-Competitive (Sole Source) Purchasing

Non-competitive purchasing is deemed acceptable by E.L.K. in the following circumstances:

a)
b)
c)
d)

e)

m)

n)

Where a statutory or market-based monopoly exists for the item(s) to be purchased;
Where no bids were received in a competitive process,
Where an item is required by an exclusive right such as patent, copyright or exclusive
license;
Where it is necessary to ensure compatibility with existing products to avoid violating
warranty/guarantee requirements when service is required;
Where, in the opinion of the responsible Manager acting in conjunction with the Director
of Finance or C.E.O., the compatibility of a purchase with existing equipment, facilities or
services is a paramount consideration;
Where goods are purchased for testing or trial use;
Where goods or services are in short supply due to market conditions;
Where E.L.K. purchases goods for resale;
Where E.L.K. has a rental contract with a purchase option and such purchase option is
beneficial to E.L.K.;
When competitive procurement is impractical for certain items such as meal allowances,
incidental travel expenses and training and education expenses;
Where compatibility between existing products is necessary to maintain consistency
within the organization (ie software);
Where the sources of supply are restricted to the extent that there is not effective price
competition, or consideration of substitutes is precluded due to any of the following:
i) Components or replacement parts for which there is no substitute;
i) Compatibility with an existing product, facility or services is required;
i) Specific standards authorized by the Board or other regulatory body with which
compliance is required.
When only one bid/proposal is received through the procurement process and it is
impractical to proceed with another call for quotations/proposal.
Where the cost of competitive purchasing exceeds the benefits. For example: in the case
where transformers would need to be shipped to three vendors to obtain quotes and the
shipping costs are significant to the anticipated cost of repair.
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Appendix B: Two-Envelope Approach” to Requests for Proposal

A “two-envelope” approach may be used by E.L.K. when E.L.K. wishes to evaluate the technical
and qualitative information of a given proposal without being influenced by pricing information.
The Chief Executive Officer of E.L.K. will determine and approve instances when a “Two-
Envelope Approach” should be used in a Request for Proposal process.

The following summarizes the key aspects of a “Two-Envelope Approach” for Requests for
Proposal.

(1) Each proponent must submit qualitative and technical information in a sealed envelope
(“Envelope One”) and pricing information is a second sealed envelope (“Envelope Two").

(2) The contents of Frvelope One for each company submitting a bid shall be opened and
evaluate © 5y the Manager in conjunction with the C.E.O. in terms of technical and
«alitatva services.

3) ~ iewing the contents of Envelope One for all bidders, the Manager will open and
¢ . uate “Envelope Two” for only those bids that meet the specifications for the Request
for Proposal in terms of technical and qualitative services.

(4) In the event that a proposal is not eligible to proceed to price evaluation, the proponent shall
be disqualified from further consideration and the second envelope will be returned to the
proponent unopened, along with the contents of the first envelope.

% higher point rating of a top proponent is not deemed to be sufficient evidence for the
“acision to open one pricing envelope. The decision to open only one pricing envelope
ust be made after determination that only one proponent is qualified and capable of
performing the project or service. This would only be expected to occur in unique
situations where artistic merit, proven design capability or other unique, non-quantifiable
characteristics exist.

(6) Where only one pricing envelope is opened, the pricing envelopes of other proponents shall
remain sealed and retained until such time as the Board has reviewed and approved the
award of the contract, after which time any sealed envelopes will be returned the
proponents unopened.

(7) In the event that the process identified above results in two or more bidders satisfying E.L.K.'s
requirements in terms of qualitative and technical information and pricing, E.L.K. reserves
the right to accept or reject any submission.
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Appendix C — Responses to Irregularities Contained in Bids

The following irregularities result in automatic rejection and returned to the bidder:
1. Bid or proposal received after the closing date/time.
2. Bid envelope received unsealed.
3. Abid is received by an excluded bidder.

The following irregularities result in automatic rejection:
1. The bid does not contain sufficient financial security as defined in the bid document
prepared by E.L.K. :
2. The bid has been completed and/or signed in an erasable medium (i.e. pencil).
3. The bid has been completed and is not legible.
4. Failure to execute Agreement to Bond or Bonding company’s corporate seal or signature
missing from Agreement to Bond.
5. Corporate seal or signature of the bidder missing; the signatory does not have the
authority to bind the corporation and the signature is missing.
The bid documents do not acknowledge the necessary addendums which have a
financial implication
The cheque has not been certified,
Failure to attend mandatory site visit.
Failure to insert the Tenderer’s business name in the Form of Tender.
. Pricing page missing:
_ The bid documents contain changes to the bid document that have not been initialed and
unit prices in the schedule of prices have been changed but not initialed and the contract
totals are not consistent with the amended unit prices.

o

- (O 00~

The following irregularities result in automatic rejection unless, in the opinion of the C.E. O.in
cooperation with the applicable Manager, the incom plete information is deemed to be trivial or not
significant:. . S

1. All required sections of the Bid documents have not been completed

2. The bid is qualified or restricted.

3. Bids received on documents other than those provided by E.L.K.

Description of Irregularity Response to Irregularity

Corporate seal or signature of the bidder | Bidder permitted 48 hours to obtain missing
is missing; the signatory does not have corporate seal or signature or obtain the
the authority to bind the corporation or the | signature of a person authorized to bind the
signature is missing. corporation

The bid documents contain changes to
the bid document that have not been

initialed:
a) Changes to information a) 48 hours to initial changes,
other than unit prices and as determined by the C.E.O,,
contract totals in cooperation with the
Manager

b) 48 hours to initial changes as
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b) Unit prices in the
schedule of prices have
been changed but not
initialed and the contract
totals are consistent with
the amended unit prices

determined by the C.E.O.
with the Manager

The bid contains mathematical errors
which are not consistent with the unit
prices

A8 hours to make and initial corrections, unit
prices will govern.

Part bids (all items not bid)

Acceptable unless complete bid has been
specified in the request.

Bids containing minor clerical errors

48 hours to correct initial errors. E.L.K.
reserves the right to waive initialing and
accept bid.

Other mathematical errors

a) If both the unit price and the total
price are left blank, then both shall
be considered as zero

b) If the unit price is left blank but a total
price is shown for the item, the unit
price shall be established by dividing
the total price by the estimated
quantity

c) Ifthe total price is left blank for a
lump sum item, it shall be considered
as zero

d) If the tender contains an error in
addition and/or subtraction and/or
transcription in the approved fender
documentation format requested (i.e.
not the additional supporting
documentation supplied), the error
shall be corrected and the corrected
total contract price shall govern

Bid documents which suggest that the
bidder has made a major mistake in
calculations or bid

Consultation with a Solicitor on a case-by-
case basis.

Any other irregularity

The C.E.O. in cooperation with the Manager
and acting in consensus, shall have the
authority to waive other irregularities or grant
48 hours to initial such other irregularities
which jointly the C.E.O. and Manager
consider to be of a minor nature.
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Appendix D: Exemptions from the Purchasing Policy

While purchases identified below are exempt from the policy, such purchases must be within the
spending limits provided in the budget approved by the Board.

The acquisition methods described in this policy do not apply to the following items:
1)  Purchases made through petty cash.

2) - Training and Education, including:
a) Conferences, conventions, courses and seminars
b) Magazines, books, periodicals and subscriptions
¢) Memberships including licensing
d) Staff training and development/workshops/relations

3) Reimbursable Board and Employee Expenses as permitted by the Travel Policy
a) Advances and meal allowances
b) Travel
¢) Hotel accommodation and mileage
d) Miscellaneous, non-travel expenses

4)  General Expenses

a) Payroll deduction remittances, medical and insurance premiums (group benefits), tax
remittances and any other payment for employment

b) Licenses (vehicles, equipment, etc.), certificates, and other approvals required

c) Postage

d) Replenishment of petty cash funds

e) Insurance claims, legal settlements and arbitration awards or other payment of
damages

f) Charges to and from other government bodies, including Federal, Provincial or
Municipal

5)  Professional & Other Services
a) Legal fees for expert or professional legal services
b) Insurance premiums
¢) Payments to Health agencies that are subject to service agreements
d) Ongoing maintenance for existing computer hardware and software

6) Real Estate
a) Including land, building, leasehold interest, easements, encroachments, licenses etc.

b) Realty services regarding the lease, acquisition, demolition, sale of land and
appraisal of land

7)  Utilities
a) Water and sewer
b) Electricity
¢) Natural gas
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d) Telephone services

e} Internet charges

f) Advertising service required by E.L.K. on or in but not limited to radio, television,

newspaper and magazines
g) Consulting services
h) Additional non-recurring accounting and auditing services

i)
)

Bank services where covered by agreements
Postage
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Appendix E: Sample Purchase Order

Vendor: Ship to:
E.L.K. Energy Inc.
172 Forest Ave, Essex ON N8M 3E4

Telephone No.: Invoice to:
Fax No.: E.L.K. Energy Inc.
172 Forest Ave, Essex ON N8M 3E4

Description of ltem(s)/Services Purchased:

Date of P.O.: | ] Vendor Terms: | ]
Deliver by: | |
Stock No. Qty Description G/L Account Unit price Total
$
$
$
$
$
$
$
$
3
Shipping charges (indicate one): if quoted, please provide the cost of shipping =
Included
Extra Sub-total $
GST@6% $
PST@8% §
Total $
Buyer:
Approved By:
Manager (purchases less than $5,000)
Approved By:

Director of Finance/C.E.Q./Board Resolution Number

¢
\
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General Purchasing Policies:

The Purchasing Policy sets out the policies and procedures to be followed when purchasing goods and services for E.LK.
Energy. Purchase Orders for goods and services exceeding $1,000 must include information concerning comparative
quotes obtained or a copy of the Request for Proposal, Request for Quotation or Invitation to Tender from the successful
bidder, along with any documentation summarizing the evaluation process for such bids. Proper authorization must be
obtained prior to purchasing as follows:

$0 to $5,000 Manager (up to the amount in approved budget)
$5,001 to $50,000 Manager and Director of Finance or C.E.O. (up to the amount in approved budget)
Greater than $50,001 Board, on recommendation of Manager and C.E.O.

Purchase orders should be forwarded to accounts payable upon completion/

Supporting Documentation for Comparative Quotes:

Supplier Name item Description/Stock No. Price/Unit Total Price

Notes:

Purchase Order Numbers:

The sequential numbering system for Purchase Orders will consist of the purchaser’s initials, followed by a 2-digit number
signifying the year and a 3-digit sequential number (for example, $S-06-001). Purchasers must maintain a log of
Purchase Order Numbers used during any given calendar year. Following the end of the calendar year, the sequential log
must be submitted to the Finance Department for audit purposes.

Packing Slips & Invoices;

Al invoices from suppliers must be forwarded to Accounts Payable. Packing slips received by the department upon
receipt of the goods or services must be signed off as received and submitted to the Finance Department where they will
be matched with the appropriated Purchase Order and invoice for payment.
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Appendix F: Index

Policy

Purpose

Scope

Responsibility

Definitions

References

Purchasing

7.01  Competitive purchasing

7.02

7.03 Informal low value purchasing
7.04  Request for quotation

7.05 Request for tenders

7.06  Request for proposal

7.07  Request for Proposal — two envelope
7.08  Negotiation process

7.09 Leasing & financing services
7.10  Blanket purchase orders

7.11  Emergency purchasing

7.12  Consulting & professional services
8 Bid & contract requirements

8.01  Construction contracts

8.02  Bid submissions

8.03  Cancellation of a bid solicitation
8.04 Revised solicitation

8.05 One bid received

8.06 Two equal bids received

8.07  Bid irregularities

8.08  Analyzing of bid response

8.09 Inhouse bidding

8.10  Sole source purchasing

8.11  Specifications

8.12  Total project cost/contract

8.13 Insurance & Workplace Safety and Insurance Board
8.14  Occupational Health & Safety Act
8.15  Bid bond

8.16  Award of contract

8.17  Option for renewal

8.18  Amendment or revision

8.19  Purchases not included in budget

~N OO WN -

9 Material & Vendor Management
9.01  Inventory
( 9.02 Inspection of goods
. 9.03  Surplus & obsolete materials

e 9.04 Vendor performance management
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9.05 Rejecting a tender
9.06  Supplier performance
9.07  Pre-qualify bidders
10 General Administrative Procedures
10.01 Invoices
10.02 Resolving questions
10.03 Failure to act in accordance with Policy
10.04 Environmental impact of purchases
10.05 Best efforts compliance
10.06 Pecuniary interest
10.07 Discrimination
10.08 Term of Board
10.09 Disclosure of information
10.10 Bulk purchasing
10.11 Advertisements
10.12 Effectiveness of policy
10.13 Information retention
10.14 Department purchasing agent
10.15 Purchase Orders
Table A Methods of Purchasing
Table B Circumstances for purchasing Method — Competitive Purchasing
Table C Circumstances for purchasing Method — Non Competitive Purchasing
Appendix A Sole Source Procurement
AppendixB  Two envelope approach to request for proposal
Appendix C  Responses to irregularities contained in bids
AppendixD  Exemptions from the Purchasing Policy
AppendixE  Sample PO
AppendixF  Index
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EMPLOYEE COMPENSATION, INCENTIVE PLAN EXPENSES, PENSION EXPENSE
AND POST RETIREMENT BENEFITS:

Compensation/Performance System
Union

E.L.K.’s unionized staff is represented by the International Brotherhood of Electrical Workers
Local 636. The current collective agreement became effective of the 1% day of April 2010 and
remains in full force and effect until March 31, 2014. The current agreement was signed March

10, 2011 and includes annual wage increases of 2.75% per year for 2010, 2011 and 2012.
Executive/Management

The Management compensation plan consists of salaries and benefits. Each position within the
company has a job description and has been assessed through a pay equity plan completed by
E.L.K. The method of comparison used was a point factor gender neutral job evaluation
system. The evaluation system contained the mandatory factors of skill, effort, responsibility
and working conditions. Pay for executives and management is reviewed annually by the Chief
Executive Officer, Personnel Committee and the Board of Directors. Each employee’s position
is carefully reviewed yearly and compared with various categories from the Mearie Management
Survey. Changes to management compensation, if any, are approved by the Board of
Directors. E.L.K. does not offer any incentive or bonus compensation. As indicated previously,
the executive category only possesses the salaries of the Board of Directors, and no other

management or executive staff members.
Benefits

A comprehensive and competitive benefits package exists which includes medical insurance,
life insurance, vacation and a company-sponsored retirement plan. The plans are designed to
address the health and welfare needs of the employee population with similar plans for both

union and management employees.

All full time staff participates in the OMERS pension plan.
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All full time staff is provided with Post-Retirement Benefits. All current employees as of April 1,
2000 who retire on or after April 1, 2003, and have attained the age of 55 and have 15 years of
Board Service Credit or retire with an unreduced pension under the OMERS Type 7 Plan will
have their health care benefits as outlined in Article 15 of the collective agreement provided to
age 65 or until said retirees qualify for the government health plan, whichever occurs first.
Please note that prior to the amalgamation of E.L.K., the predecessor utilities and their staff
members negotiated post-retirement benefits on a case by case basis. Those arrangements
with respect to post-retirement benefits remained in place following the creation of E.L.K. The
accrued expense is based on an actuarial valuation. The latest copy of the valuation has been
provided as Appendix 4-B.

Employee Compensation and Benefits:
Employee complement, compensation and benefits are set out in Table 4.26 below.

Table 4.26 Employee Costs

| 2006 | 2007 2008 2009 2010 2011 2012
Number of Employees (FTEs including Part-Time)*
Executive
Management 4 4 4 5 5 5 6
Non-Union - - - - - - -
Union 15 15 15 15 15 15 15
Total 19 19 19 20 20 20 21
Number of Part-Time Employees
Executive
Management
Non-Union 3 6 4 4 2 2 2
Union
Total 3 6 4 4 2 2 2
Total Salary and Wages
Executive $ - $ - $ - $ - $ - $ - $ -
Management $ 335,781 | $ 347,406 | $ 374,393 | $ 371,490 | $ 445,661 | $ 409,368 | $ 505,000
Non-Union $ 35935 $ 34,537 [ $ 41,067 | $ 60,787 [ $ 35,283 | $ 38,123 | $ 42,128
Union $ 935,966 |$ 1,016,991 |$ 1,049,375 |$ 1,035527 |$ 1,057,267 [$ 1,102,552 |$ 1,064,488
Total $ 1307682|% 1398934 |$ 1,464,835|$% 1,467,804 |$% 1,538,211 |$ 1,550,043 |$ 1,611,616
Current Benefits
Executive $ - $ - $ - $ - $ - $ - $ -
Management $ 21,543 [ $ 23,251 | $ 24,021 | $ 28,175 | $ 27,057 | $§ 28,054 | $ 29,989
Non-Union $ - $ - $ - $ - $ - $ - $ -
Union $ 115,397 | $ 94,961 | $ 97,653 | $ 111,984 | $ 89,841 ($ 110,651 | $ 85,770
Total $ 136,940 | $ 118,212 | $ 121,674 | $ 140,159 | $ 116,898 | $ 138,705 | $ 115,759
Accrued Pension and Post-Retirement Benefits
Executive
Management $ 1,612 | $ 5,09 [ $ 5341 ($ 111 ($ 131 | $ 427 % 427
Non-Union $ 1612 | $ 5,094 | $ 5341 | % 111 | $ 131 | $ 427 |$ 427
Union $ 1612 | $ 5,094 | $ 5341 | % 111 | $ 131 | $ 427 |$ 427
Total $ 4,836 | $ 15,282 | $ 16,023 | $ 333 | % 393 | $ 1,281 | $ 1,281
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Total Benefits (Current + Accrued)

Executive $ - |s - $ - | - $ - |8 -
Management $ 23,155 | $ 28,345 | $ 29,362 | $ 28,286 $ 28,481 [ $ 30,416
Non-Union $ 1,612 |$ 5,094 [ $ 5341 [ $ 111 $ 131|$ 427 | $ 427
Union $ 117,009 | $ 100,055 | $ 102,994 | $ 112,095 | $ 89,972 | $ 111,078 | $ 86,197
Total $ 141,776 | $ 133,494 | $ 137,697 | $ 140,492 | $ 117,291 [ $ 139,986 | $ 117,040
Total Compensation (Salary, Wages, & Benefits)

Executive $ - % - $ - | - |8 - $ - |8 -
Management $ 358,936 | $ 375,751 | $ 403,755 [ $ 399,776 [ $ 472,718 | $ 437,849 | $ 535,416
Non-Union $ 35935 | $ 34,537 [ $ 41,067 | $ 60,787 | $ 35,283 | $ 38,123 | $ 42,128
Union $ 1,051,363 |% 1,111,952 |$ 1,147,028 (% 1,147,511 |$ 1,147,108 ($ 1,213,203 |$ 1,150,258
Total $ 1449458 |$% 1,532,428 |$ 1,602532|$% 1,608,296 |% 1,655502|$ 1,690,029 |$ 1,728,656
Compensation - Actual Yearly Base Wages

Executive $ - |8 - |8 - |3 - |8 - $ - |8 -
Management $ 335,780.60 | $ 347,406 | $ 374,393 [$ 371,490.07 | $ 445,660.82 [ $ 409,368.47 | $ 392,410.55
Non-Union $ 35935.01|$% 34,537 [ $ 41,067 |$ 60,787.05|$ 3528299 |$ 38,123.31 ($ 42,127.64
Union $ 935,966.42 |$ 1,016,991 [$ 1,049,375 | $1,035,526.80 | $1,057,266.85 | $1,102,551.55 | $1,064,487.74
Total $1,307,682.03 | $1,398,934.63 | $1,464,835.57 | $1,467,803.92 | $1,538,210.66 | $1,550,043.33 | $1,499,025.93
Compensation - Actual Yearly Overtime

Executive $ - |s - |8 - |3 - |8 - $ - |8 -
Management $ 9,580.62 | $ 10,001 | $ 12,922 |$ 10,539.20 |$ 12,855.58 |$ 11,808.69 |$ 11,808.69
Non-Union $ - % - $ - | - |8 - $ - |8 -
Union $ 61,453.71|$% 59,192 | $ 74,014 |$ 38,520.77 |$ 45846.82 |$ 56,197.69 |$  56,197.69
Total $ 71,03433|% 69,193.00|$ 86,936.00 (% 49,059.97 |$ 58,702.40 ($ 68,006.38 |$ 68,006.38
Compensation - Actual Yearly Incentive Pay

Executive

Management

Non-Union

Union

Total $ - $ - $ - $ - $ - $ - $ -
Compensation - Actual Yearly Benefits

Executive $ - % - $ - |8 k] - $ - s -
Management $ 23,155 | $ 28,345 [ $ 29,362 [ $ 28,286 | $ - $ 28,481 | $ 30,416
Non-Union $ 1,612 | $ 5,094 | $ 5341 | $ 111 | $ 131 | $ 427 |$ 427
Union $ 117,009 | $ 100,055 | $ 102,994 | $ 112,095 | $ 89,972 [ $ 111,078 [ $ 86,197
Total $ 141,776 | $ 133,494 | $ 137,697 | $ 140,492 | $ 90,103 | $ 139,986 | $ 117,040
Total Compensation $ 1446,234|% 1522,240|$ 1,591,850 ($ 1,608,074 |$ 1,655109 ($ 1,689,175 |$ 1,727,802
Total Compensation Charged to OM&A |$ 1,171,450 [$ 1,293904 |$ 1,273,480 (% 1,366,863 |$ 1,241,332 |$ 1,317,557 |$ 1,382,242
Total Compensation Capitalized $ 274,784 | $ 228,336 | $ 318,370 [ $ 241,211 $ 413,777 | $ 371,619 [ $ 345,560

Change in Employee Compensation & Benefits

2009 Actual vs. 2008 Actual

Management:
Change in FTE: +1.0
Change in Wages: -$2,903
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In 2009 management received an increase ranging from approximately 3% - 9% or $23,000 in
total for all management. However, the Director of Finance Position was vacant in 2009 due to a
maternity leave and a new Manager of Finance & Regulatory Affairs contract position was
established. The approximate difference in salary between the Director position and Manager

Position was $26,000, resulting in an overall decrease of $3,000.

2010 Actual vs. 2009 Actual

Management:
Change in FTE: N/C
Change in Wages: +$74,171

In 2010, E.L.K. extended the one year contract of the Manager of Finance & Regulatory Affairs
due to the additional workload from the Green Energy Act and the MDM/R Time of Use process.
The Director of Finance returned for the entire 2010 year. At the end of 2010, it was decided to
make the Manager of Finance position a permanent position. General wages increased by
2.75% after each employee’s position was carefully reviewed and compared with various
categories from the Mearie Management Survey as well as to the active collective agreement.
Changes to management compensation, if any, are approved by the Board of Directors. As

noted previously, E.L.K. does not offer any incentive or bonus compensation.

2011 Actual vs. 2010 Actual

Management:
Change in FTE: N/C
Change in Wages: -$36,293

The small decrease is the result of the Director of Finance & Regulatory Affairs only working for
four months in the year and reflects approximately ¥ of the Director's salary. Management
received an increase of 2.75%. It should be noted that the Director of Finance & Regulatory

Affairs no longer works for E.L.K. effective April 2012 and currently this position is vacant.
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2012 Test vs. 2011 Actual

Management:
Change in FTE: +1.0
Change in Wages: +$96,000

E.L.K. is currently working on internal analysis and review of the company structure. The
increase is attributable to pay increases and the replacement of the Director of Finance who left
the company in 2011 as well as the addition of one new staff member, a financial analyst to
assist with increased workloads due to Green Energy initiatives, managing the processes of
both microFIT and FIT contracts, conservation tracking and reporting, assisting in the
International Financial Reporting Standards conversion, and implementing and maintenance of
time-of-use web presentment tools and the MDM/R daily process.

Union:
Change in FTE: None- over the entire course of 2006 through 2012.
Change in Wages through 2011 Actuals: +$166,586

General wages increased by 3.25% each year for the 1* collective agreement and 2.75% each
year for the 2" collective agreement, corresponding to a total increase of 18% over the 2
agreements ($168,473). The periods of the two collective agreements were from April 1, 2006
through March 31, 2010 and the second from April 1, 2010 expiring on March 31, 2014.

OMERS Pension Expense and Post Retirement Benefits:
OMERS Pension Expense:

E.L.K.s employees are members of the Ontario Municipal Employees Retirement System
("OMERS"). Accordingly, E.L.K. has provided the OMERS pension premium/contributions
(employee and employer) information for 2006 Actual, 2007 Actual, 2008 Actual, 2009 Actual,
2010 Actual, 2011 Actual and the 2012 Test Year in the table below. The 2012 Test Year data

includes January through August data inclusive.
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2006 Actual

2007 Actual

2008 Actual

2009 Actual

2010 Actual

2011 Actual

2012 Test

OMERS Premiums Paid

$184,545.66

$200,891.58

$207,911.38

$195,787.60

$212,274.40

$253,711.88

$195,412.88

Post-Retirement Benefits - Liability:

E.L.K. has provided post-retirement benefits accounting information as required and has

included the change in Post-Retirement expense for 2006 Actual, 2007 Actual, 2008 Actual,
2009 Actual, 2010 Actual, 2011 Actual, and 2012 Test Year, in Table 4.28 below.
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E.L.K. pays certain health, dental, and life insurance benefits on behalf of its retired employees.
Actual premiums paid for 2006 Actual, 2007 Actual, 2008 Actual, 2009 Actual, 2010 Actual,
2011 Actual are shown in Table 4.28 below.

Table 4.28

Post-Retirement Benefit Information

2006 Actual |2007 Actual [2008 Actual [2009 Actual |2010 Actual |2011 Actual
Premium & Expenses Paid
(Benefit Payments) $ 30,454 | $ 29,204 | $ 27,967 | $ 32,161 | $ 26,969 | $ 26,276
Change in Balance Sheet Asset
(Change in Accrued Liability) $ 4,836 | $ 15,282 | $ 16,023 [ $ 333 | % 393 | $ 1,281
Total Post-Employment Benefit Expense | $ 35,290 | $ 44,486 | $ 43,990 | $ 32,494 | $ 27,362 | $ 27,557
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K-W ACTUARIAL SERVICESINC.

640 Riverbend Drive Phone: (519) 579-1255
Kitchener ON N2K 3S2 Fax: (519) 579-5010

February 24, 2012

Mark Danelon via email only
Manager, Finance & Regulatory Affairs

E.L.K. Energy Inc.

172 Forest Avenue

Essex ON N8M 3E4

Dear Mark:

Re: E.L.K.Energy Post-Employment Benefits Accounting at December 31, 2011

In response to your request, we have completed an analysis of the period ended December 31,
2011 expense for the company’s life and health plans. A full valuation was performed effective
December 31, 2010 and results have been extrapolated to December 31, 2011.

Premiums

The premiums (excluding provincial sales taxes) applied for various benefit provisions have been
provided by E.L.K. Energy, as follows:

Health Dental
Single Family Single Family
Class1and 10
January 1, 2011 66.96 17151 45.20 159.63
January 1, 2012 75.00 192.09 40.68 143.67
Class9
January 1, 2011 53.97 137.60 34.53 122.00

January 1, 2012 60.00 153.66 31.08 109.80
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Data

The member counts at the last report (full valuation) and this report (extrapolation) are
summarized in the following table.

Active Employees  Retirees
January 1, 2011 20 8
January 1, 2012 20 8

I nsurance Plan

Benefits are payable to future retirees provided they retire from active service and have at least
15 years of service with the company.

Life insurance benefits are provided to current retirees; future retirees will not be provided with
life insurance benefits.

The health insurance program provides extended health insurance, dental insurance, and vision
benefits. Current retirees are covered for various periods (some for life). For future retirees,
extended health insurance benefits will cease at age 65; survivor’s benefits are provided with
respect to two currently retired employees.

Confirmations

We have been engaged to prepare actuarial valuations for E.L.K Energy’s post-employment
benefits plan. We confirm that:

a) The vauation regarding the recognition of employee future benefit obligation through
December 31, 2011 isin accordance with CICA 3461.

b) The valuation has been performed in accordance with the Canadian Institute of Actuaries
(CIA) standards of practice.

c) The vauation has been performed using the discount rate determined in accordance with
CICA 3461 and best estimate assumptions determined by management in consultation
with our office.

d) We have used a materiality level of $25,000 in dealing with errors or changesin principle
and the application thereof.

€) Our cdculations include all employee future benefit plans of the Company required to be
included in the calculations for which we have been retained. No changes in plan
provisions have been brought to our attention that have occurred in the period from the

K-W Actuarial ServicesInc. Page 2 of 6
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vauation date up to the date of this report that would have a material impact on the
results of this report.

f) The extrapolation is accurate and properly reflects the effect of al events and changes

that have been brought to our attention by management

g) No matters have come to our attention which occurred in the period from the effective

date of the report (December 31, 2011) to the date of the completion of this report which
would have amateria effect on our calculations

Assumptions/M ethod

The significant actuarial assumptions used in the calculations are as follows:

the date of al calculationsis December 31, 2011

a 4.25% discount rate is used to establish liabilities at December 31, 2011; a rate of
5.00% was used at December 31, 2010 and for extrapolation during the period ending
December 31, 2011

Nno assets have or are expected to be accumulated for the plan

salary growth is not anticipated, as benefits are not salary related

no employee contributions are to be made to the plan; the value of benefits funded by
plan members is excluded from the calculated liabilities (i.e. only the employer’s share of
the cost of benefitsis considered)

the 1994 Uninsured Pensioner mortality table projected to 2015 is used

termination of employment is based on the Ontario Light Scale (sample rates: 0.100 at
age 25, 0.056 at age 30, 0.032 at age 35, 0.022 at age 40, 0.017 at age 45, 0.012 at age
50), with no termination after age 54

retirement at the later of age 60 and the age at which benefits become available under the
planis presumed

inflation of 3.0% per year is assumed

health care trend rates of 8.2% in the first year after the valuation, reducing by 0.6% per
year until an ultimate rate of inflation plus 1% (i.e. 4%) is attained

dental caretrend rate of 4%

alife insurance settlement expense of $500 per policy is assumed

the value of projected benefits is prorated over the attribution period to determine the
amount of expense to charge to various periods. The accrued obligation represents the
present value of benefits assigned to periods prior to the valuation date.

Amortizations are determined using a straight line method over the expected average
future service period of active employees

K-W Actuarial ServicesInc. Page 3 of 6
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e The attribution method is based on prorating benefits over each employee’s period of
service to the age at which the employeeis eligible for an unreduced OMERS pension.
e Thevaluation allowance is zero.

e Itis assumed that current marital status will be in place at each employee’s retirement.
Should you require additional information or additional calculations, please contact us.

Sincerely,
; ~

g ™
\/ é,{f—-’ o

Harish Pawagi
Fellow, Society of Actuaries
Fellow, Canadian Institute of Actuaries

Att.

K-W Actuarial ServicesInc. Page 4 of 6
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E.L.K. Energy Post-Employment Benefits

Fiscal period 2010 2011
Monthsin period 12 12
Discount Rate

At start of period 5.50% 5.00%

At end of period 5.00% 4.25%
Interest rate on assets 0.00% 0.00%
Salary Growth assumption N/A N/A
YMPE Growth assumption N/A N/A
CPI increase assumption 3.00% 3.00%
Termination rates used Yes Yes
Retirement Age 60/URA 60/URA
Health Carelnitial Trend Rate 8.2% 8.2%

Ultimate Trend Rate/Dental Trend Rate 4.0% 4.0%
EARSL Period 12.3 11.3
Number of active employees 20 20
Number of retirees 8 8

Reconcile Obligation

Obligation at start of period 525,052 524,597
Changein obligation on revaluation 0 0
Plan improvements in period 0 0
Current service accrual cost 7,867 11,420
Member contributions 0 0
Benefit payments (26,969) (26,276)
Interest on obligation 28,353 25,858
Obligation at end of period 534,303 535,599
Actual obligation at end of period 524,597 546,879
Tota (Gains) & Losses (9,706) 11,280

Reconcile Plan Funds

Fund at start of period 0 0
Company contributions 26,969 26,276
Benefit payments (26,969) (26,276)

Interest on fund

Expected fund at end of period
Actual fund at end of period
(Gains) & Losses

ol olo
ol olo

K-W Actuarial ServicesInc. Page 5 of 6
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E.L.K. Energy Post-Employment Benefits
Fiscal period

Expense
Current service cost
Interest on obligation
Interest on assets
Amortize transition amount
Amortize plan improvements
Amortize (gains) and losses
Expense

Unamortized (Gains) & L osses
10% Window
Unamortized (gain)/loss at start of period
Restatement of Liability
(Gain)/Lossin period
Amortization in period
Unamortized (gain)/loss at end of period

Balance Sheet Asset (Liability)
Asset/(Liability) at start of period
Restatement of Pension Liability
Income/(Expense) in period
Company contributions
Asset/(Liability) at end of period

Reconcile Balance Sheet Asset to Funded Status
Funded status
Unamortized transition amount
Unamortized prior service costs
Unamortized gains & (losses)
Balance Sheet Asset/(Liability)

Impact of 1% changein health insurancetrend rates
Changein obligation for 1% increase in trend rates
Changein obligation for 1% decrease in trend rates

2010

7,867
28,353
0

0

0

(8.858)
27,362

52,505
(161,461)
0

(9,706)
(8,858)
(162,309)

(686,513)
0
(27,362)
26,969
(686,906)

(524,597)
0

0
162,309
(686,906)

2011

11,420
25,858
0
0
0

(9,721)
27,557

52,460
(162,309)
0

11,280
(9,721)
(141,308)

(686,906)
0
(27,557)
26,276
(688,187)

(546,879)
0

0
141,308

(688,187)

50,000
(44,000)

K-W Actuarial ServicesInc.

Page 6 of 6
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DEPRECIATION, AMORTIZATION AND DEPLETION:

Amortization on capital assets is calculated as follows:

At E.L.K. Property, Plant and Equipment are stated at cost. Buildings, plant and equipment
and the transmission and distribution system are amortized on the straight-line basis over
the estimated remaining useful life of the assets at the end of the previous year at rates
suggested by the Ontario Energy Board. These rates of amortization range from 2% to
25%; as per OEB guidelines, E.L.K. uses the half-year rule when accounting for amortization

expense

Three utilities amalgamated to create E.L.K. pursuant to the Energy Competition Act, 1998,
on January 6, 2000. E.L.K. is the successor corporation to the Hydro-Electric Commission
for the Town of Essex, the Corporation of the Town of Lakeshore Hydro-Electric
Commission, and the Kingsville Hydro Electric Commission. At the time of amalgamation
the closing net book value of fixed assets was used as the new opening balance of gross
fixed assets. These assets were then depreciated based on the aforementioned policy.

These rates are reflected in the tables that follow.
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Account Description 2006 2007 2008 2009 2010 2011 2012

1805|Land

1808|Buildings

1810|Leasehold Improvements

1815|Transformer Station Equipment >50 kV

1820|Distribution Station Equipment <50 kV 62 62 (1,332) 62 62 62 62

1825|Storage Battery Equipment

1830|Poles, Towers & Fixtures 18,332 20,827 24,782 28,042 31,404 34,542 35,984

1835|Overhead Conductors & Devices 213,859 217,489 223,745 229,942 235,255 | 242,162 246,825

1840|Underground Conduit 22,160 26,322 32,187 39,184 44,300 48,414 54,069

1845|Underground Conductors & Devices 233,221 241,944 249,042 254,396 261,540 | 269,279 283,034

1850|Line Transformers 148,840 159,714 174,090 181,345 186,125 | 189,997 199,705

1855|Services (Overhead and Underground) 11,191 14,715 18,477 21,492 23,854 26,601 29,766

1860|Meters 1,041 33,994 42,147 45,490 8,509 9,120 9,635

1860|Meters (Smart Meters) 105,478

1905|Land - - 0 - -

1906|Land Rights - -

1908|Buildings & Fixtures 17,023 17,598 18,288 18,403 14,368 14,399 14,574

1910|Leasehold Improvements

1915|Office Furniture & Equipment 6,396 7,169 7,546 7,913 8,954 8,450 7,102

1920|Computer Equipment - Hardware 22,231 25,802 31,342 27,010 18,536 16,001 11,688

1925|Computer Software 8,645 7,481 24,997 41,088 38,005 36,405 43,489

1930|Transportation Equipment 40,043 71,291 92,314 87,689 86,859 82,285 88,715

1935|Stores Equipment

1940|Tools, Shop & Garage Equipment 6,418 7,432 10,001 12,280 12,635 12,685 13,909

1945|Measurement & Testing Equipment

1950|Power Operated Equipment

1955|Communications Equipment 1,517 - 1,646 1,647 2,006 1,972 1,545

1960|Miscellaneous Equipment

1975|Load Management Controls Utility Premiseg

1980|System Supervisor Equipment

1985|Miscellaneous Fixed Assets - - - - - - -

1995|Contributions & Grants (108,320) (125,255) (137,154)| (143,572) (148,055)| (152,576) (170,474)
Total 642,658 726,586 812,117 852,414 824,357 | 839,799 975,107

Details of E.L.K.'s depreciation by account number are provided in the Fixed Asset Continuity

Schedule in Exhibit 2, Tab 2, Schedule 1. Below are tables that represent E.L.K.’s depreciation

expense from 2006 through 2012 inclusive.
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Opening Less Fully Net for Total for
Account Description Balance |Depreciated |Depreciation | Additions Depreciation Years|Depreciation Rate | Depreciation Expense
(@ (b) (€)= (@) - (b) (d) (=@ +¥%x(d?2| @=1/(f) h=@E1/0
1805|Land 2,112 2,112 - 2,112
1808|Buildings - - - -
1810|Leasehold Improvements - - -
1815 Transformer Station Equipment >50 kV - - - -
1820|Distribution Station Equipment <50 kV 142,098 140,549 1,549 - 1,549 25 4% 62
1825(Storage Battery Equipment - - - -
1830|Poles, Towers & Fixtures 444,430 1 444,429 27,726 458,292 25 4% 18,332
1835|Overhead Conductors & Devices 5,439,115 128,695 5,310,421 72,103 5,346,472 25 4% 213,859
1840{Underground Conduit 488,017 0 488,017 131,980 554,007 25 4% 22,160
1845|Underground Conductors & Devices 6,156,447 429,880 5,726,567 207,935 5,830,534 25 4% 233,221
1850|Line Transformers 4,411,294 718,546 3,692,748 56,485 3,720,990 25 4% 148,840
1855(Services (Overhead and Underground) 235,737 (0) 235,737 88,092 279,783 25 4% 11,191
1860(Meters 879,822 879,822 0 52,061 26,031 25 4% 1,041
1905|Land 154,265 154,265 17,500 163,015
1906(Land Rights 2,725 2,725 - - - 50 2% -
1908|Buildings & Fixtures 791,547 621,316 170,231 - 170,231 10 10% 17,023
1910|Leasehold Improvements - - - -
1915|Office Furniture & Equipment 199,499 140,521 58,978 9,954 63,955 10 10% 6,396
1920(Computer Equipment - Hardware 277,478 168,312 109,166 3,980 111,155 5 20% 22,231
1925|Computer Software 57,700 14,477 43,223 - 43,223 5 20% 8,645
1930 Transportation Equipment 1,393,825 1,081,529 312,296 16,096 320,344 8 13% 40,043
1935(Stores Equipment - - - -
1940(Tools, Shop & Garage Equipment 304,044 243,996 60,048 8,255 64,176 10 10% 6,418
1945(Measurement & Testing Equipment - - - -
1950({Power Operated Equipment - - - -
1955/Communications Equipment 22,009 8,136 13,873 2,595 15,171 10 10% 1,517
1960(Miscellaneous Equipment - - - -
1975|Load Management Controls Utility Premiseq - - - -
1980(System Supervisor Equipment - - -
1985|Miscellaneous Fixed Assets - - - - - 10 10% -
1995|Contributions & Grants (2,473,860) 38,145 | (2,512,005)] (391,998) (2,708,004)] 25 4% (108,320)
Total 18,928,303 4,616,648 14,311,655 302,763 14,463,037 642,658




AP WN B

Table 4.30

Depreciation Expense — 2007

E.L.K. Energy Inc.

EB-2011-0099
Exhibit 4

Tab 2
Schedule 7
Page 4 of 9

Filed: September 19, 2012

Opening Less Fully Net for Total for
Account Description Balance |Depreciated |Depreciation | Additions Depreciation Years|Depreciation Rate | Depreciation Expense
(@ (b) (€)= (@) - (b) (d) (=@ +¥%x(d?2| @=1/(f) h=@E1/0
1805|Land 2,112 2,112 - 2,112
1808|Buildings - - - -
1810|Leasehold Improvements - - -
1815 Transformer Station Equipment >50 kV - - - -
1820|Distribution Station Equipment <50 kV 142,098 140,549 1,549 - 1,549 25 4% 62
1825(Storage Battery Equipment - - - -
1830|Poles, Towers & Fixtures 472,155 1 472,155 97,064 520,687 25 4% 20,827
1835|Overhead Conductors & Devices 5,511,219 128,695 5,382,524 109,425 5,437,237 25 4% 217,489
1840{Underground Conduit 619,997 0 619,997 76,104 658,049 25 4% 26,322
1845|Underground Conductors & Devices 6,364,382 429,880 5,934,501 228,187 6,048,595 25 4% 241,944
1850|Line Transformers 4,467,779 718,546 3,749,233 487,211 3,992,838 25 4% 159,714
1855(Services (Overhead and Underground) 323,829 0 323,829 88,113 367,885 25 4% 14,715
1860(Meters 931,884 220,256 711,627 276,450 849,853 25 4% 33,994
1905|Land 171,765 171,765 - 171,765
1906(Land Rights 2,545 2,545 - - - 50 2% -
1908|Buildings & Fixtures 791,547 644,309 147,238 57,481 175,979 10 10% 17,598
1910|Leasehold Improvements - - - -
1915|Office Furniture & Equipment 209,453 140,521 68,932 5,514 71,689 10 10% 7,169
1920(Computer Equipment - Hardware 281,457 176,018 105,439 47,141 129,010 5 20% 25,802
1925|Computer Software 57,700 63,139 (5,439) 85,691 37,407 5 20% 7,481
1930 Transportation Equipment 1,409,920 1,081,529 328,391 483,870 570,327 8 13% 71,291
1935(Stores Equipment - - - -
1940(Tools, Shop & Garage Equipment 312,299 243,996 68,303 12,035 74,320 10 10% 7,432
1945(Measurement & Testing Equipment - - - -
1950({Power Operated Equipment - - -
1955/Communications Equipment 24,604 24,604 - - - 10 10% -
1960(Miscellaneous Equipment - - -
1975|Load Management Controls Utility Premiseq - - - -
1980(System Supervisor Equipment - - -
1985|Miscellaneous Fixed Assets - - - - - 10 10% -
1995|Contributions & Grants (2,865,858) 38,474 | (2,904,332)] (454,086) (3131,376)] 25 4% (125,255)
Total 19,230,886 4,053,061 15,177,825 | 1,600,199 15,977,925 726,586
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Opening Less Fully Net for Total for
Account Description Balance |Depreciated |Depreciation | Additions Depreciation Years|Depreciation Rate | Depreciation Expense
(@ (b) (€)= (@) - (b) (d) (=@ +¥%x(d?2| @=1/(f) h=@E1/0
1805|Land 2,112 2,112 - 2,112
1808|Buildings - - - -
1810|Leasehold Improvements - - -
1815 Transformer Station Equipment >50 kV - - - -
1820|Distribution Station Equipment <50 kV 142,098 175,398 (33,300) - (33,300 25 4% (1,332
1825(Storage Battery Equipment - - - -
1830|Poles, Towers & Fixtures 569,220 (125) 569,344 100,434 619,561 25 4% 24,782
1835|Overhead Conductors & Devices 5,620,644 128,301 5,492,343 202,574 5,593,630 25 4% 223,745
1840{Underground Conduit 696,101 (65) 696,166 217,031 804,681 25 4% 32,187
1845|Underground Conductors & Devices 6,592,568 429,789 6,162,780 126,543 6,226,052 25 4% 249,042
1850|Line Transformers 4,954,989 718,516 4,236,474 231,528 4,352,238 25 4% 174,090
1855(Services (Overhead and Underground) 411,941 (115) 412,056 99,753 461,933 25 4% 18,477
1860(Meters 1,208,334 220,237 988,097 131,151 1,053,673 25 4% 42,147
1905|Land 171,765 171,765 - 171,765
1906(Land Rights 2,545 2,745 (200) 400 0 50 2% 0
1908|Buildings & Fixtures 849,028 671,901 177,127 11,500 182,877 10 10% 18,288
1910|Leasehold Improvements - - - -
1915|Office Furniture & Equipment 214,967 140,521 74,446 2,025 75,459 10 10% 7,546
1920(Computer Equipment - Hardware 328,598 180,799 147,799 17,819 156,709 5 20% 31,342
1925|Computer Software 143,391 63,433 79,958 90,054 124,985 5 20% 24,997
1930 Transportation Equipment 1,735,619 1,028,764 706,855 63,307 738,508 8 13% 92,314
1935(Stores Equipment - - - -
1940(Tools, Shop & Garage Equipment 316,333 235,996 80,338 39,335 100,005 10 10% 10,001
1945(Measurement & Testing Equipment - - - -
1950({Power Operated Equipment - - - -
1955/Communications Equipment 24,604 8,146 16,458 - 16,458 10 10% 1,646
1960(Miscellaneous Equipment - - - -
1975|Load Management Controls Utility Premiseq - - - -
1980(System Supervisor Equipment - - -
1985|Miscellaneous Fixed Assets - - - - - 10 10% -
1995|Contributions & Grants (3,319,944) 41,057 | (3,361,001)] (135,687) (3.428,845)] 25 4% (137,154)
Total 20,664,914 4,045,298 16,619,617 | 1,197,767 17,218,500 812,117
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Table 4.32

Depreciation Expense — 2009

E.L.K. Energy Inc.
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Exhibit 4

Tab 2
Schedule 7
Page 6 of 9

Filed: September 19, 2012

Opening Less Fully Net for Total for
Account Description Balance |Depreciated|Depreciation | Additions Depreciation Years | Depreciation Rate | Depreciation Expense
(@ (b) ©)=()-(b) (d) (e =@)+¥x(d?2| (f) @=1/(f) (h=@E)/0
1805(Land 2,112 2,112 - 2,112
1808|Buildings - - - -
1810|Leasehold Improvements - - -
1815 Transformer Station Equipment >50 kV - - - -
1820|Distribution Station Equipment <50 kV 142,098 140,549 1,549 - 1,549 25 4% 62
1825(Storage Battery Equipment - - - -
1830|Poles, Towers & Fixtures 669,654 (250) 669,903 62,309 701,058 25 4% 28,042
1835|0Overhead Conductors & Devices 5,823,218 127,907 5,695,311 106,483 5,748,552 25 4% 229,942
1840|Underground Conduit 913,132 (130) 913,261 132,682 979,602 25 4% 39,184
1845[Underground Conductors & Devices 6,719,112 429,697 6,289,415 140,966 6,359,898 25 4% 254,396
1850|Line Transformers 5,186,517 718,485 4,468,032 131,201 4,533,632 25 4% 181,345
1855(Services (Overhead and Underground) 511,694 (230) 511,925 50,765 537,308 25 4% 21,492
1860(Meters 1,339,485 220,217 1,119,267 35,988 1,137,262 25 4% 45,490
1905(Land 171,765 171,765 - 171,765
1906|Land Rights 2,945 2,945 - - - 50 2% -
1908|Buildings & Fixtures 860,528 676,501 184,027 - 184,027 10 10% 18,403
1910(Leasehold Improvements - - - -
1915|Office Furniture & Equipment 216,992 140,521 76,471 5,323 79,133 10 10% 7913
1920|Computer Equipment - Hardware 346,418 215,481 130,936 8,228 135,050 5 20% 27,010
1925(Computer Software 233,445 30,697 202,748 5,387 205,442 5 20% 41,088
1930|Transportation Equipment 1,798,926 1,134,171 664,755 73,521 701,516 8 13% 87,689
1935(Stores Equipment - - - -
1940|Tools, Shop & Garage Equipment 355,668 235,996 119,672 6,257 122,801 10 10% 12,280
1945(Measurement & Testing Equipment - - - -
1950({Power Operated Equipment - - - -
1955/Communications Equipment 24,604 8,136 16,468 - 16,468 10 10% 1,647
1960(Miscellaneous Equipment - - - -
1975|Load Management Controls Utility Premiseq - - - -
1980(System Supervisor Equipment - - -
1985|Miscellaneous Fixed Assets - - - - - 10 10% -
1995|Contributions & Grants (3,455,631) 38,804 | (3,494,435) (189,711) (3,589,291 25 4% (143,572)
Total 21,862,682 4,119,498 17,743,184 569,399 18,027,883 852,414
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Table 4.33

Depreciation Expense — 2010

E.L.K. Energy Inc.

EB-2011-0099
Exhibit 4

Tab 2
Schedule 7
Page 7 of 9

Filed: September 19, 2012

Opening Less Fully Net for Total for
Account Description Balance |Depreciated [Depreciation | Additions Depreciation Years|Depreciation Rate | Depreciation Expense
(@ (b) () =(a)-(b) (d) (=@ +¥%x(@?2| (f @=1/(f) h) =@/
1805|Land 2,112 2,112 - 2,112
1808|Buildings - - - -
1810|Leasehold Improvements - - - -
1815 Transformer Station Equipment >50 kV - - - -
1820|Distribution Station Equipment <50 kV 142,098 140,549 1,549 - 1,549 25 4% 62
1825|Storage Battery Equipment - - - -
1830|Poles, Towers & Fixtures 731,962 (250) 732,212 105,762 785,093 25 4% 31,404
1835|Overhead Conductors & Devices 5,929,700 127,907 5,801,794 159,165 5,881,376 25 4% 235,255
1840{Underground Conduit 1,045,814 (130) 1,045,943 123,094 1,107,490 25 4% 44,300
1845|Underground Conductors & Devices 6,860,078 429,697 6,430,381 216,251 6,538,507 25 4% 261,540
1850|Line Transformers 5,317,718 718,485 4,599,233 107,790 4,653,128 25 4% 186,125
1855(Services (Overhead and Underground) 562,460 (230) 562,690 67,317 596,349 25 4% 23,854
1860(Meters 1,375,473 1,175,814 199,659 26,120 212,720 25 4% 8,509
1905|Land 171,765 171,765 - 171,765
1906(Land Rights 2,945 2,945 - - - 50 2% -
1908|Buildings & Fixtures 860,528 717,006 143,522 319 143,681 10 10% 14,368
1910|Leasehold Improvements - - - -
1915|Office Furniture & Equipment 222,316 143,075 79,240 20,593 89,537 10 10% 8,954
1920{Computer Equipment - Hardware 354,646 263,659 90,987 3,385 92,679 5 20% 18,536
1925|Computer Software 238,832 49,253 189,579 895 190,027 5 20% 38,005
1930 Transportation Equipment 1,872,447 1,177,577 694,871 - 694,871 8 13% 86,859
1935(Stores Equipment - - - -
1940(Tools, Shop & Garage Equipment 361,925 236,986 124,939 2,828 126,353 10 10% 12,635
1945(Measurement & Testing Equipment - - - -
1950({Power Operated Equipment - - - -
1955/Communications Equipment 24,604 10,161 14,443 11,227 20,057 10 10% 2,006
1960(Miscellaneous Equipment - - - -
1975|Load Management Controls Utility Premiseq - - - -
1980(System Supervisor Equipment - - - -
1985|Miscellaneous Fixed Assets - - - - - 10 10% -
1995|Contributions & Grants (3,645,343) 38,804 | (3,684,146)] (34,435) (3,701,364)] 25 4% (148,055)
Total 22,432,081 5,231,308 17,200,773 810,311 17,605,928 824,357
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Table 4.34

Depreciation Expense — 2011

E.L.K. Energy Inc.

EB-2011-0099
Exhibit 4

Tab 2
Schedule 7
Page 8 of 9

Filed: September 19, 2012

Opening Less Fully Net for Total for
Account Description Balance |Depreciated [Depreciation | Additions Depreciation Years|Depreciation Rate | Depreciation Expense
(@ (b) () =(a)-(b) (d) (=@ +¥%x(@?2| (f @=1/(f) h) =@/
1805|Land 2,112 2,112 - 2,112
1808|Buildings - - - -
1810|Leasehold Improvements - - - -
1815 Transformer Station Equipment >50 kV - - - -
1820|Distribution Station Equipment <50 kV 142,098 140,549 1,549 - 1,549 25 4% 62
1825|Storage Battery Equipment - - - -
1830|Poles, Towers & Fixtures 837,724 (250) 837,974 51,131 863,540 25 4% 34,542
1835|Overhead Conductors & Devices 6,088,865 127,907 5,960,958 186,167 6,054,042 25 4% 242,162
1840{Underground Conduit 1,168,908 (130) 1,169,037 82,633 1,210,354 25 4% 48,414
1845|Underground Conductors & Devices 7,076,329 429,697 6,646,632 170,663 6,731,964 25 4% 269,279
1850|Line Transformers 5,425,508 718,485 4,707,022 85,816 4,749,931 25 4% 189,997
1855(Services (Overhead and Underground) 629,777 (230) 630,007 70,051 665,033 25 4% 26,601
1860(Meters 509,802 284,023 225,780 4,459 228,009 25 4% 9,120
1905|Land 171,765 171,765 - 171,765
1906(Land Rights 2,945 2,945 - - - 50 2% -
1908|Buildings & Fixtures 658,960 516,407 142,553 2,880 143,993 10 10% 14,399
1910|Leasehold Improvements - - - -
1915|Office Furniture & Equipment 242,909 158,410 84,500 - 84,500 10 10% 8,450
1920{Computer Equipment - Hardware 357,976 279,467 78,509 2,992 80,005 5 20% 16,001
1925|Computer Software 239,727 57,700 182,027 - 182,027 5 20% 36,405
1930 Transportation Equipment 1,872,447 1,221,475 650,973 14,618 658,282 8 13% 82,285
1935(Stores Equipment - - - -
1940(Tools, Shop & Garage Equipment 364,753 238,185 126,568 564 126,850 10 10% 12,685
1945(Measurement & Testing Equipment - - - -
1950({Power Operated Equipment - - - -
1955/Communications Equipment 35,831 16,106 19,725 - 19,725 10 10% 1,972
1960(Miscellaneous Equipment - - - -
1975|Load Management Controls Utility Premiseq - - - -
1980(System Supervisor Equipment - - - -
1985|Miscellaneous Fixed Assets - - - - - 10 10% -
1995|Contributions & Grants (3,679,777) 38,804 | (3,718,581)| (191,644) (3814,403)] 25 4% (152,576)
Total 22,148,659 4,229,549 17,919,110 480,331 18,159,276 839,799
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Table 4.35

Depreciation Expense — 2012

E.L.K. Energy Inc.

EB-2011-0099
Exhibit 4

Tab 2
Schedule 7
Page 9 of 9

Filed: September 19, 2012

Opening Less Fully Net for Total for
Account Description Balance |Depreciated [Depreciation | Additions Depreciation Years|Depreciation Rate | Depreciation Expense
(@ (b) () =(a)-(b) (d) (=@ +¥%x(@?2| (f @=1/(f) h) =@/
1805|Land 2,112 2,112 - 2,112
1808|Buildings - - - -
1810|Leasehold Improvements - - - -
1815 Transformer Station Equipment >50 kV - - - -
1820|Distribution Station Equipment <50 kV 142,098 140,549 1,549 - 1,549 25 4% 62
1825|Storage Battery Equipment - - - -
1830|Poles, Towers & Fixtures 888,856 (250) 889,105 21,000 899,605 25 4% 35,984
1835|Overhead Conductors & Devices 6,275,032 127,907 6,147,126 47,000 6,170,626 25 4% 246,825
1840{Underground Conduit 1,251,541 (130) 1,251,671 200,100 1,351,721 25 4% 54,069
1845|Underground Conductors & Devices 7,246,993 429,697 6,817,296 517,100 7,075,846 25 4% 283,034
1850|Line Transformers 5,511,324 718,485 4,792,839 399,590 4,992,634 25 4% 199,705
1855(Services (Overhead and Underground) 699,828 (230) 700,058 88,200 744,158 25 4% 29,766
1860(Meters 514,261 284,023 230,239 21,260 240,869 25 4% 9,635
1860|Meters (Smart Meters) 1,574,204 (7,971) 1,582,175 - 1,582,175 15 7% 105,478
1905(Land 171,765 171,765 - 171,765
1906|Land Rights 2,945 2,945 - - - 50 2% -
1908|Buildings & Fixtures 661,840 523,351 138,489 14,500 145,739 10 10% 14,574
1910(Leasehold Improvements - - - -
1915|Office Furniture & Equipment 242,909 173,142 69,767 2,500 71,017 10 10% 7,102
1920|Computer Equipment - Hardware 360,968 305,028 55,941 5,000 58,441 5 20% 11,688
1925(Computer Software 265,646 57,700 207,946 19,000 217,446 5 20% 43,489
1930|Transportation Equipment 1,886,565 1,221,468 665,098 89,250 709,723 8 13% 88,715
1935(Stores Equipment - - - -
1940|Tools, Shop & Garage Equipment 365,317 238,725 126,592 25,000 139,092 10 10% 13,909
1945(Measurement & Testing Equipment - - - -
1950({Power Operated Equipment - - - -
1955|Communications Equipment 35,831 20,377 15,454 - 15,454 10 10% 1,545
1960(Miscellaneous Equipment - - - -
1975|Load Management Controls Utility Premiseq - - - -
1980(System Supervisor Equipment - - - -
1985|Miscellaneous Fixed Assets - - - - - 10 10% -
1995|Contributions & Grants (3,871,421) 38,804 | (3,910,225)] (703,250) (4,261,850)] 25 4% (170,474)
Total 24,228,613 4,273,619 19,954,994 746,250 20,328,119 975,107
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TAX CALCULATIONS:

Table 29 below provides a summary of 2006 Actual, 2007 Actual, 2008 Actual, 2009 Actual,
2010 Actual, 2011 Actual included in audited statements, and 2012 Test Year income taxes

based on revised 2012 rates

Summary of Income Taxes

Table

4.39
Description 2006 Actual (2007 Actual [2008 Actual |2009 Actual 2010 Actual (2011 Actual [2012 Test
Income Taxes $ 637,939 S 497442 |S 703,229 S 765068 |S 266519 |S 216,787 | S 238,598
Ontario Capital Tax | $ 22,361 | $ 20,779 | $ 10,236 | $ 3,020 | $ 2,116 | S - S -
Total Taxes $ 660,300 | $ 518221 |$ 713,465 |S 768,088 | S 268635|S 216,787 [ S 238,598

E.L.K.’s detailed tax calculations using the most recent tax rates are provided in the following
Table 30.
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Filed: September 19, 2012
Table 4.40
Tax Calculations
ltem 2006 Actual 2007 Actual 2008 Actual 2009 Actual 2010 Actual 2011 Actual 2012 Test
Accounting Net Income 1,171,796 737,512 1,231,525 983,399 536,080 316,741 722,545
Additions:
Provision for income taxes 559,840 594,125 815,549 562,106 295,495 216,887 -
Amortization of tangible assets 642,658 726,586 813,512 852,414 824,357 839,799 975,107
Reserves at End of Year on lines 270 and 275 S13 - - 1,147,577 2,425,215 1,494,533 3,208,673 2,027,261
Reserves from Financial Statements - balance end of year 654,875 1,817,734 2,158,769 3,819,852 3,895,579 2,715,448 687,547
Charitable Donations and gifts S2 50 25
Realized Income from Deferred Credit Accounts 47,863
Non deductible meals and entertainment 859 1,715 1,412 442
Taxable Capital Gains 8,910 10,600 - - - - -
Financing fees deducted in books 17,500
Smart Meter Revenue 123,767 77,249 177,653
Unrealized loss on investment 40,251 206 10,914
Regulatory Liabilities - - - - - - -
Deductions:
Capital cost allowance from Schedule 8 535,958 632,770 782,063 751,488 694,176 763,427 862,566
Gain on disposal of assets per financial statements 17,820 21,200 58,654
Reserves at End of Year - Post-Employment Benefits - - - - - - -
Unrealized gain on investment - 11,845 - 2,672 - - -
Cumulative Eligible Capital Deduction 42,162 39,211 36,466 33,735 31,552 29,344 27,290
Other Reserves on line 280 from S13 1,147,577 1,472,589 2,447,159 3,208,673 2,027,261 1,808,053
Reserves from Financial Statements - balance beginning of year 650,037 654,875 1,817,734 3,797,575 2,181,046 3,895,579 688,187
Miscellaneous deduction 24,713 3,500 3,500 3,500
Capital Tax in Provision - - - - - - -
Prior Period Adjustment - - - - - - R
Total Tax Adjustments to Accounting Income " 595593 " 641,567 © 867,665 766,440 © 411,280 © 450,730 7 351,682
Income for Tax Purposes 1,767,389 1,379,079 2,099,190 1,749,839 947,360 767,471 1,074,227
Tax Rate Reflecting Tax Credits (Federal + Provincial) 36.09% 36.07% 33.50% 43.72% 28.13% 28.25% 22.21%
Income Taxes 637,939 497,442 703,229 765,068 266,519 216,787 238,598

Capital Tax Calculation:

Total Rate Base

Reduction 7,500,000 12,500,000 15,000,000 14,847,434 15,000,000 - -
Rate 0.300% 0.285% 0.23% 0.225% 0.15%
Capital Tax 22,361 20,779 10,236 3,020 2,116 - -
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CAPITAL COST ALLOWANCE:

E.L.K is providing Capital Cost Allowance continuity schedules for the 2011 Actual Year and the

2012 Test Year as follows:

2011 CCA / UCC Continuity Schedule

Tess— T TESS:
UCC Prior Non- [Disallow 1/2 Year Rule
Year Distributi ed uCC Before [{1/2 Additions
Ending on MV UCC Bridge Year Dispositi 172 Yr Less Reduced uccC Ending
Class Class Description Balance Portion |Increme | Opening Balance| Additions | ons | Adjustment [ Disposals} ucc Rate %| CCA Balance
1 Distribution System - 1988 to 22-Feb-2005 6,982,448 0 0 6,982,448 2,880 0 6,985,328 1,440 6,983,888 4% 279,356 6,705,972
2 Distribution System - pre 1988 0 0 0 0 0 0 0 0 6% 0 0
6 (No footings below ground) 0 0 0 0 0 0 0 0 10% 0 0
8 General Office/Stores Equip 362,516 0 0 362,516 1,079,253 500 1,441,269 539,377 901,893 20% 180,379 1,260,891
10 Com puter Hardware/ Vehicles 69,874 0 0 69,874 0 69,874 0 69,874 30% 20,962 48,912
10.1 Certain Automobiles 0 0 0 0 0 0 0 0 30% 0 0
12 Com puter Software 0 0 0 564 0 564 282 282 100% 282 282
3 0 0 0 0 0 0 0 0 5% 0 0
0 0 0 0 0 0 0 0 0 0
133 Lease #3 0 0 0 0 0 0 0 0 0 0
134 Lease #4 0 0 0 0 0 0 0 0 0 0
14 Franchise 0 0 0 0 0 0 0 0 0 0
New Hectrical Generating Equipment Acq'd after Feb 27/00
17 Other Than Bldgs 0 0 0 0 0 0 0 0 8% 0 0
431 |certain Energy-Efficient Blectrical Generating Equipment 0 0 0 0 0 0 0 0 30% 0 0
45 Computers & Systems Hardware acq'd post Mar 22/04 1,589 0 0 1,589 0 0 1,589 0 1,589 45% 715 874
50 Computers & Systems Hardware acq'd post Mar 19/07 5,995 0 0 5,995 2,992 0 8,987 1,496 7,491 55% 4,120 4,867
46 Data Network Infrastructure Equipment (acq'd post Mar 22/04) 0 0 0 0 0 0 0 0 30% 0 0
47 Distribution System - post 22-Feb-2005 3,237,007 3,237,007 459,278 0 3,696,285 229,639 3,466,646 8% 277,332 3,418,953
SUB-TOTAL - UCC 10,659,429 0 0 10,659,429 1,544,967 500 12,203,896 772,234 11,431,663 763,145 | 11,440,751
-1,064,636 0
CEC Goodwill 0 0 0
CEC Land Rights 0 0 0
CEC __|FMV Bump-up 0 0 0
SUB-TOTAL - CEC 0 0 0 0
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2011 CEC Continuity Schedule

Cumulative Eligible Capital Calculation

Cumulative Eligible Capital

Additions:
Cost of Eligible Capital Property Acquired during the year

Other Adjustments
Subtotal
Non-taxable portion of a non-arm's length transferor's gain realized on
the transfer of an ECP to the Corporation after Friday December 31, 2002
Amount transferred on amalgamation or wind-up of subsidiary

Subtotal
Deductions:

Projected proceeds of sale (less outlays and expenses not otherwise
deductible) from the disposition of all ECP during the year

Other Adjustments

Subtotal

Cumulative Eligible Capital Balance
CEC Deduction

Cumulative Eligible Capital - Closing Balance

419,194
0
0
0x3/4= 0
0x1/2= 0
0 419,194
0 0
419,194
0
o BEZE 0 419.194
419,194
7% 29,344
389,850
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1/2 Year Rule
Less: {172
UCC Prior | Less: Non- |Disallowed | UCC Bridge ucc Before Additions
Year Ending |Distribution MV Year Opening Dispositio 12 Yr Less Reduced UCC Ending
Class Class Description Balance portion |increment| Balance | Additions ns Adjustment | Disposals} ucc Rate % | CCA Balance
1 Distribution System - 1988 to 22-Feb-2005 6,705,972 0 0 6,705,972 0 0 6,705,972 0 6,705,972 4% 268,239 6,437,734
2 Distribution System - pre 1988 0 0 0 0 0 0 0 0 0 6% 0 0
6 (No footings below ground) 0 0 0 0 0 0 0 0 0 10% 0 0
8 General Office/Stores Equip 1,260,891 0 0 1,260,891 27,500 0 1,288,391 13,750 1,274,641 20% 254,928 1,033,462
10 Computer Hardware/ Vehicles 48,912 0 0 48,912 94,250 0 143,162 47,125 96,037 30% 28,811 114,351
10.1 Certain Automobiles 0 0 0 0 0 0 0 0 0 30% 0 0
12 Computer Software 282 0 0 282 19,000 0 19,282 9,500 9,782 100% 9,782 9,500
3 0 0 0 0 0 0 0 0 0 5% 0 0
0 0 0 0 0 0 0 0 0 0% 0 0
133 Lease #3 0 0 0 0 0 0 0 0 0 0 0
134 Lease #4 0 0 0 0 0 0 0 0 0 0 0
14 Franchise 0 0 0 0 0 0 0 0 0 0 0
New Hlectrical Generating Equipment Acq'd after Feb
17 27/00 Other Than Bldgs 0 0 0 0 0 0 0 0 0 8% 0 0
431 |Certain Energy-Hficient Bectrical Generating Equipment 0 0 0 0 0 0 0 0 0 30% 0 0
45 Computers & Systems Hardware acq'd post Mar 22/04 874 0 0 874 0 0 874 0 874 45% 393 481
50 Computers & Systems Hardware acq'd post Mar 19/07 4,867 0 0 4,867 0 0 4,867 0 4,867 55% 2,677 2,190
Data Network Infrastructure Equipment (acq'd post Mar
46 22/04) 0 0 0 0 0 0 0 0 0 30% 0 0
47 Distribution System - post 22-Feb-2005 3,418,953 3,418,953 605,500 0 4,024,453 302,750 3,721,703 8% 297,736 3,726,717
SUB-TOTAL - UCC 11,440,751 0 0 11,440,751 746,250 0 12,187,001 373,125 11,813,876 862,566 11,324,435
0 0
CEC Goodwill 0 0 0 0
CEC Land Rights 0 0 0 0
CEC |FMV Bump-up 0 0 0 0
SUB-TOTAL - CEC 0 0 0 0




N -

E.L.K. Energy Inc
EB-2011-0099

Exhibit 4

Tab 3

Schedule 2

Page 40f 4

Filed: September 19, 2012

2012 CEC Continuity Schedule

Cumulative Eligible Capital Calculation

Cumulative Eligible Capital

Additions:
Cost of Eligible Capital Property Acquired during the year

Other Adjustments

Subtotal

Non-taxable portion of a non-arm's length transferor's gain realized

on the transfer of an ECP to the Corporation after Friday December

Amount transferred on amalgamation or wind-up of subsidiary
Subtotal

Deductions:

Projected proceeds of sale (less outlays and expenses not otherwise
deductible) from the disposition of all ECP during the year

Other Adjustments

Subtotal

Cumulative Eligible Capital Balance
CEC Deduction

Cumulative Eligible Capital - Closing Balance

389,850
0
0
0x3/4= 0
0x1/2= 0
0 389,850
0 0
389,850
0
0x3/4= 0 389,850
389,850
7% 27,290
362,561
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E.L.K. Energy Inc.
Corporate Income Tax Filing Instructions

2011 Taxation Year

We enclose the following income tax returns of E.L.K. Energy Inc. (the “Company”) for the period ended
December 31, 2011:

] T2 Corporations Income Tax Return (Federal), with financial statements attached.
] One copy of the federal and any applicable provincial return(s) for your files
] [Instalment Schedules

We have prepared these returns based on our understanding of the information provided to us by the
Company and we recommend that you review the returns to ensure that all of the relevant facts are
properly disclosed. When you are satisfied that the returns are in order, one copy of each return should be
retained for your records (the copy stamped “Client Copy”) and the remaining copies should be
completed by an authorized signing officer of the Company and filed as described below.

T2 - CORPORATION INCOME TAX RETURN (FEDERAL)

Signature

= The certification section at the bottom of page 8 should be completed and signed.

Refund

A refund of $x is claimed and therefore no amount is payable for the 2011 taxation year.

Mailing

> One copy of the T2 Corporations Income Tax Return (and any required federal forms, Form RC
59, etc) should be sent along with a copy of the financial statements to the Ontario Ministry of
Finance, Client Account and Services Branch, 33 King St. W., PO Box 622, Oshawa, ON L1H
1H6, Attention: Ms. Maria Belmonte, no later than June 30, 2011.

FEDERAL/ONTARIO CORPORATE TAX HARMONIZATION

Ontario corporate income taxes were once again calculated this year using the harmonized federal/Ontario
T2 Corporation Income Tax Return. You may recall that, under the harmonization legislation, Ontario tax
attributes balances had to be adjusted to their federal balances to determine whether a transitional debit
(payable) or credit (receivable) exists as a result of the harmonization.



In the case of E.L.K. Energy Inc., the harmonization of federal and Ontario corporate income taxes
resulted in a transitional balance of $Nil at harmonization. The corporation's nil Ontario transitional
balance indicates there was no difference between the various federal and Ontario tax attribute balances at
harmonization. As a result, the federal/Ontario corporate tax harmonization has resulted in no tax cost or
savings to the corporation.

PROPOSED TAX CHANGES

The corporation's tax return(s) have been prepared taking into account certain proposals to amend the
federal and provincial tax statutes which have been publicly announced to date in budgets and other
government releases as being applicable to the corporation's current taxation year, even though the
proposals may not yet be enacted. If the proposed amendments are not enacted as announced, these tax
returns could be reassessed and may result in an underpayment of tax, and possible interest and penalties.
If you receive an assessment or reassessment for these tax returns that does not agree with the returns
filed, it is important that you notify us so that we can determine if any action needs to be taken.

INSTALMENTS

We have prepared and enclose an estimate of tax instalments as applicable for the Company for the
taxation year ending on December 31, 2011. These include instalments for federal income tax and for
provincial income and capital taxes. The amounts were computed with reference to the Company’s
taxable income, taxable capital and income taxes payable for prior years. If during the year it is evident
that the taxable income or taxable capital for the current year will be substantially less than for the
previous taxation year, your instalments may be recalculated. Overpaid instalments may, in certain
circumstances, be transferred to other accounts or applied to other liabilities such as payroll
withholdings. Please call your KPMG advisor in order that we may determine what course of action
should be taken.

As a consequence of the Ontario/federal corporate tax harmonization, the combined Ontario and federal
corporation tax instalment payments for the taxation years ending in 2009 or later must be sent to the
CRA.

In order to avoid interest charges, the tax authorities must receive the instalment payments no later than
the date indicated on the attached schedule.

NOTICES OF ASSESSMENT

If your Company receives a Notice of Assessment which does not agree with a return as prepared by us,
please contact us so that we can determine whether any action should be taken. The Company has only a
limited number of days (90 days in the case of federal and Ontario) from the date of mailing of the
Assessment in which to object. Failure to respond within the prescribed time limit will cause the
Company to lose its right to object to the Assessment.
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I*I Canada Revenue  Agence du revenu
Agency du Canada

Business Consent form

Complete this form to consent to the release of confidential information about your program account(s) to the representative named below, or to cancel consent
foran existing representative. Send this completed form to your tax centre (see Instructions). Make sure you complete this form correctly, since we cannot
change the information that you provided. You can also give or cancel consent by providing the requested information online through My Business Account at
www.cra.gc.ca/mybusinessaccount.

Note: Read all the instructions on the first page before completing this form.

- Part 1 — Business information

Complete this part to identify your business (all fields have to be completed)

Business name: E.L.K. Energy Inc.

BN: ‘ 866567787 ‘ Telephone number: (519) 776-5291

- Part 2 — Authorize a representative — Complete either part a) or b)

a) Authorize access by telephone, fax, mail or in person by appointment

If you are giving consent for an individual, enter that person's full name. If you are giving consent to a firm, enter the name and BN of the firm. If you want
us to deal with a specific individual in that firm, enter both the individual's name and the firm's name and BN. If you do not identify an individual of the firm,
then you are giving us consent to deal with anyone from that firm.

Note: If you are authorizing a representative (individual or firm) who is not registered with the "Represent a Client" service, the phone
number is required.

Name of Individual:

Name of Firm:

Telephone number: Extension: BN: ‘

or
b) Authorize online access (includes access by telephone, fax, mail or by appointment)

You can authorize your representative to deal with us through our online service for representatives. The BN must be registered with the "Represent a Client"
service to be anonline representative. Our online service does not have a year-specific option, so your representative will have access to all years.
Please enter the name and ReplID of the individual or the name of the group and GroupID or name and BN of the firm.

Name of individual: and ReplD: |:|

or

Name of group: and GrouplD:
or

Name of firm: KPMG LLP and  BN: ‘ 122363153 ‘

Telephone number: (519) 251-3500 Extension:

- Part 3 — Select the program accounts, years and authorization level
a) Program Accounts — Selectthe program accounts the above individual or firm is authorized to access (tick only box A or B).

A This authorization applies to all program accounts and all years.

Expiry date:

and
Authorization level (tick level 1 or 2)

Level 1 lets CRA disclose information only on your program account(s); or

D Level 2 lets CRA disclose information and accept changes to your program account(s).
or
B. D This authorization applies only to program accounts and periods listed in Part 3b). If you ticked this option, you must complete 3b).

RC59 E (11) Canadlél
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Business Consent form

- Part 3 — Select the program accounts, years and authorization level (continued)

b) Details of program accounts and fiscal periods — Complete this area only if you ticked box B in Part 3a) on page 1.

If you ticked box B in part 3a), you have to provide at least one program identifier. You can then tick the box "All program accounts" for that program
identifier or enter areference number. Provide the authorization level (tick either box 1 to allow the CRA to disclose information or box 2 to disclose
information and accept changes to your program account).

You can also tick the box "All years" to allow unlimited tax year access or enter a specific fiscal period (specific period authorization is not available for
online access). You can also enter an expiry date to automatically cancel authorization. If more authorizations or more than four program identifiers are
needed, complete another Form RC59.

Program All program Reference Authorization All Specific fiscal period

h o : / Expiry date
identifier accounts number level years (not available for online access) piry

Year-end

or I I
or I I
or ] ]
or ] ]

e ]
e ]
e ]
e ]

- Part 4 — Cancel one or more authorizations

I -
L L L
I

Complete this part only to cancel authorization(s)

A. D Cancel all authorizations.
B. D Cancel authorization for the individual, group, or firm identified below.

C. D Cancel authorization for specific program account(s)

Name of individual: and ReplD: |:|

or

Name of group: and GrouplD:
or

Name of firm: and BN: ‘ ‘

Telephone number:

- Part 5 — Certification

This form has to be signed by an authorized person of the business such as an owner, a partner of a partnership, a director of a
corporation, an officer of a non-profit organization or a trustee of an estate.

By signing and dating this form, you authorize the CRA to deal with the individual, group, or firm listed in Part 2 of this form or cancel the
authorizations listed in Part 4.

Firstname: MICHAEL Lastname: AUDET

Signhere: P> Date: | 2012-05-04

This form will not be processed unless it is signed and dated by an authorized person of the business.

Privacy Act, Personal Information Bank numbers CRA PPU 175 and CRA PPU 223
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Federal Tax Instalments

— Federal tax instalments

For the taxation year ended 2012-12-31

The following is a list of federal instalments payable for the current taxation year. The last column indicates the instalments payable

to Revenue Canada. The instalments are due no later than on the dates indicated, otherwise non-deductible interest will be charged.

A cheque or money order should be made payable to the Receiver General. Payment may be made by cheque or money order payable
to the Receiver General either to an authorized financial institution or filed with the appropriate remittance voucher to the following
address:

Canada Revenue Agency
875 Heron Road
Ottawa ON K1A 1B1

Note that you may also be able to pay by telephone or Internet banking. For more information, consult the Corporation Instalment Guide.

Monthly instalment workchart

Date Monthly tax Instalments Cumulative Instalments
instalments paid difference payable

2012-01-31 18,066 18,066
2012-02-29 18,066 18,066
2012-03-31 18,066 18,066
2012-04-30 18,066 18,066
2012-05-31 18,066 18,066
2012-06-30 18,066 18,066
2012-07-31 18,066 18,066
2012-08-31 18,066 18,066
2012-09-30 18,066 18,066
2012-10-31 18,066 18,066
2012-11-30 18,066 18,066
2012-12-31 18,061 18,061

Total 216,787 216,787
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I * Canada Revenue  Agence du revenu
Agency du Canada

This form serves as a federal, provincial, and territorial corporation income tax return, unless the corporation is located in
Quebec or Alberta. If the corporation is located in one of these provinces, you have to file a separate provincial

corporation return.

Parts, sections, subsections, paragraphs, and subparagraphs mentioned on this return refer to the federal Income Tax Act.
This return may contain changes that had not yet become law at the time of printing.

Send one completed copy of this return, including schedules and the General Index of Financial Information (GIFI), to your
tax centre or tax services office. You have to file the return within six months after the end of the corporation's tax year.

For more information see www.cra.gc.ca or Guide T4012, T2 Corporation — Income Tax Guide.

E.L.K. Energy Inc.
86656 7787 RC0001

200

T2 CORPORATION INCOME TAX RETURN

055 Do not use this area

— Identification
Business Number (BN) .. ........ A ss656 7787 RCOOOL

Corporation's name
E.L.K. Energy Inc.

Address of head office
Has this address changed since the last

timewe were notified? . ........... 1Yes D 2 No

(If yes, complete lines 011 to 018.)
(OkkR 172 Forest Avenue

012

City Province, territory, or state
(MK Essex ON

To which tax year does this return apply?

Taxyear start Taxyear-end
[ 2011-01-01 [ 2011-12-31
YYYY MM DD YYYY MM DD

Has there been an acquisition of control
to which subsection 249(4) applies since

theprevioustaxyear? ............ 1Yes D 2No

If yes, provide the date
controlwasacquired . ....... ... .. 065
YYYY MM DD

Country (otherthan Canada) Postal code/Zip code
N8M 3E4

Mailing address (if different from head office address)

Has this address changed since the last

time we were notified? . ... ....... 0] 1Yes D 2No
(If yes, complete lines 021 to 028.)

021 [&h)

Is the date on line 061 a deemed tax year-end in accordance with:

subparagraph88(2)(@)(iv)? . . . .. .. . 1lYes H 2No
subsection249(3.1)? . .......... 5[5 1Yes 2No

Is the corporation a professional
corporation that is a member of

apartnership? ................ 1Yes D 2No

022

023

City Province, territory, or state
[0245) 026

Is this the first year of filing after:
Incorporation? . ... ... orde] 1Yes H 2No
Amalgamation? . ............ .. g} 1Yes 2No

If yes, complete lines 030 to 038 and attach Schedule 24.

Country (otherthan Canada)
028

Postal code/Zip code

Location of books and records

Has the location of books and records
changed since the last time we were

e A R ives| | 2No

(If yes, complete lines 031 to 038.)
0X¥R 172 Forest Avenue

Has there been awind-up of a
subsidiary under section 88 during the

currenttaxyear? .............. 1Yes D 2No

If yes, complete and attach Schedule 24.

Is this the final tax year
beforeamalgamation?

.......... lYeSD 2No

Is this the final return up to

dissolution? ... ... ... lYesD 2No

032

City Province,territory, or state

If an election was made under
section 261, state the functional
currencyused . ... 079

€1 Essex ON
Country (otherthan Canada) Postal code/Zip code

N8M 3E4

Type of corporation at the end of the tax year

1 Canadian-controlled 4 D Corporation controlled
private corporation (CCPC) by a public corporation
Other private Other corporation

2 D corporation 5 (specify, below)

Public

3 corporation Utility-MEU

Is the corporation aresident of Canada?

X If no, give the country of residence on line
Lyes 2No D 081 and complete and attach Schedule 97.

Is the non-resident corporation
claiming an exemption under

anincome tax treaty? . .......... 1Yes D 2No

If yes, complete and attach Schedule 91.

If the type of corporation changed during
the taxyear, provide the effective

If the corporation is exempt from tax under section 149,
tick one of the following boxes:

1 Exempt under paragraph 149(1)(e) or ()
2 Exemptunder paragraph 149(1)(j)

3 Exemptunder paragraph 149(1)(t)

4

date of the change. 0ZX]
YYYY MM DD Exempt under other paragraphs of section 149
Do not use this area
095 096 |
1+1
T2 E(12) Canada
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86656 7787 RC0001

— Attachments
Financial statement information: Use GIFI schedules 100, 125, and 141.
Schedules — Answer the following questions. For each yes response, attach the schedule to the T2 return, unless otherwise instructed.

Yes Schedule

Isthe corporation related to any Other COMPOFAtIONS? .+ v v v v v e e e e e e e e e e e e e e e e 150 IS 9
Isthe corporation an associated CCPC? & vttt ettt e et ettt e e e e e e e e 160 |-
Is the corporation an associated CCPC thatis claiming the expenditure imit? . . . .ot ottt e e et e e et e 161 |
Does the corporation have any non-resident ShareholdersS? o . v vt vt vt it et e e e e e e 151 |t
Has the corporation had any transactions, including section 85 transfers, with its shareholders, officers, or employees,
other than transactions in the ordinary course of business? Exclude non-arm's length transactions with non-residents . . ... .. ... ... 11
Ifyou answered yes to the above question, and the transaction was between corporations not dealing at arm's length,
were all or substantially all of the assets of the transferor disposed of to the transferee? . . . . . . . . o i it i 44
Has the corporation paid any royalties, managementfees, or other similar payments toresidents of Canada? . ... .. ... . ... ... .. 14
Is the corporation claiming a deduction for payments to atype of employee benefitplan? . .. .. .. . . o o 15
Is the corporation claiming a loss or deduction from a tax shelter acquired after August 31, 19897 . . . . . . i i it i it e T5004
Is the corporation a member of a partnership for which a partnership identification number has been assigned? ... .............. T5013
Was the resident corporation the beneficiary of a non-resident discretionary trust or did it make a contribution to a non-resident —
discretionary trustatany ime during the tAX YEAr? o v v v vt vt e ot e e et e e e e e e e e 168 | -7
Did the corporation have any foreign affiliates dUriNGtRE YEAr? . v vt vt vt i e e e e e e e e e 169 |-
Has the corporation made any payments to non-residents of Canada under subsections 202(1) and/or 105(1) —
ofthefederal Income TAX REQUIALIONS? . . v v i vt e e e e e e e e e e e e e e e e e e e e e 170 |-
Has the corporation had any non-arm's length transactions with anon-resident? . . . . . . . o i it i i e e ¢y | T106
For private corporations: Does the corporation have any shareholders who own 10% or more of the corporation's —
commonand/orpreferred SharesS? L . . L e e e e e e e e e e e e e 50
Has the corporation made payments to, or received amounts from, a retirement compensation plan arrangement during the year? L
Is the netincome/loss shown on the financial statements different from the netincome/loss for income tax purposes? .. ........... LA 1
Has the corporation made any charitable donations; gifts to Canada, a province, or a territory;
gifts of cultural or ecological property; or gifts of mediCiNe? . . . . i o i e e e e e e 2
Has the corporation received any dividends or paid any taxable dividends for purposes of the dividend refund? . ... .. ... ... ... ... 3
Isthe corporation claiming any type Of I0SSES? . . o o i e e e e e e e e e e e e 4
Is the corporation claiming a provincial or territorial tax credit or does it have a permanent establishment
inmorethan one jurisdiCtiON? . . . L L i e e e e e e e e e e e e e e e s 5
Has the corporation realized any capital gains or incurred any capital losses during the taxyear? . . .. . . i ittt it it e 6
i) Is the corporation claiming the small business deduction and reporting income from: a) property (other than dividends deductible on
line 320 of the T2 return), b) a partnership, c) a foreign business, or d) a personal services business; or —
ii) does the corporation have aggregate investmentincome atline 4402 . . . . . o i e e e e L 7
Does the corporation have any property thatis eligible for capital costallowance? . . . . . . . i e L 8
Doesthe corporation have any property thatis eligible capital property? . . o o o it e e e e e e e e e L 10
Doesthe corporation have anyresource-related deductionS? . . . . o L o o e e e e e e L 12
Isthe corporation claimingdeductible reSErvVES? . . o i e e e e e e e e e e e e e e L 13
Isthe corporation claiming a patronage dividend deduction? . . . . . . L e e e e e e e e e 16
Is the corporation a credit union claiming a deduction for allocations in proportion to borrowing or an additional deduction? .. ......... L 17
Isthe corporation an investment corporation oramutual fund corporation? . . . . L. L e e e e e e L 18
Is the corporation carrying on business in Canada as a non-resident Corporation? . . . . ot it it i e e e e e e e e L 20
Is the corporation claiming any federal or provincial foreign tax credits, or any federal or provincial logging tax credits? . ... ... . ... .. L 21
Does the corporation have any Canadian manufacturing and processing profitS? = . . . . o o o i i e e L 27
Isthe corporation claiming aninvestmenttax Credit? . . . . . . L e e e e e e e e e e e e e L 31
Isthe corporation claiming any scientific research and experimental development (SR&ED) expenditures? . . . . . o o i i e i e n e | | Te61
Is the total taxable capital employed in Canada of the corporation and its related corporations over $10,000,000? .. .. ... ...« ... . L
Is the total taxable capital employed in Canada of the corporation and its associated corporations over $10,000,000? .. ... ... ... ... L
Isthe corporation claiming asurtax Credit? . L . o o i e e e e e e e e e e e e e e e e e e e e L 37
Is the corporation subject to gross Part VI tax on capital of financial institutions? . . . . . . o e e L 38
Isthe corporation claiming a Part [ tax credit? . . . ot e e e e e e e e e e e e L 42
Is the corporation subject to Part IV.1 tax on dividends received on taxable preferred shares or Part VI.1 tax on dividends paid? .. ...... L 43
Is the corporation agreeing to a transfer of the liability for Part VI.1tax? . . . . .o o i e e e e e e L 45
Is the corporation subject to Part [l - Tobacco Manufacturers' Surtax? . . . o i i e e e e e e e e e L 46
For financial institutions: Is the corporation a member of a related group of financial institutions with one or —
more Members SUDJECETO grosS PArt VITAX? v v v v v v vt e e it e e e e e et e e e e e e e 250 | 1]
Is the corporation claiming a Canadian film or video production tax creditrefund? . . . . . . . o e PR | T1131
Is the corporation claiming a film or video production services tax creditrefund? . . . . . . e e PR | T1177
Is the corporation subject to Part XlIl.1 tax? (Show your calculations on a sheet that you identify as Schedule 92.) .. .............. 255 | 92
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—Attachments — continued from page 2 Yes Schedule

Did the corporation have any foreign affiliates that are not controlled foreign affiliates? . . . . . . . . o i i it e | | T1134-A

Didthe corporation have any controlled foreign affiliates? . . . . . o o o e e e e e | | T1134-B

Did the corporation own specified foreign property in the year with a costamount over $100,000? . . . . . . ... i e | | T1135

Did the corporation transfer or loan property to a NON-resident trust? . . . . ot i e e e e e e e e e e | | T1141

Did the corporation receive a distribution from or was itindebted to a non-resident trustintheyear? .. ... ... ... . o o | | T1142

Has the corporation entered into an agreement to allocate assistance for SR&ED carried outin Canada? .. ... ... ... ... T1145

Has the corporation entered into an agreement to transfer qualified expenditures incurred in respect of SR&ED contracts? . ... ...... | | T1146

Has the corporation entered into an agreement with other associated corporations for salary or wages of specified employees for SR&ED? | | T1174

Did the corporation pay taxable dividends (other than capital gains dividends) inthetaxyear? . . . . .. it ittt it e e L 55

Has the corporation made an election under subsection 89(11) nottobe a CCPC? . . . . . i i i it e e e e e e e | | T2002

Hasthe corporationrevoked any previous election made under subsection 89(11)? . . . . o it i i e e e e e e e L | T2002

Did the corporation (CCPC or deposit insurance corporation (DIC)) pay eligible dividends, or did its —

general rate income pool (GRIP) Change iNthe tAX YEAI? .« v v v v v v e et e e e e e e e e e e e e e e e e 268 | -

Did the corporation (other than a CCPC or DIC) pay eligible dividends, or did its low rate income pool (LRIP) change in the tax year? R 269 | 54
—Additional information

Did the corporation use the International Financial Reporting Standards (IFRS) when it prepared its financial statements? ... Y 1Yes H 2 N0 X

ISthe COMPOration INACHIVE? . v v v ot e e et e e e e e e e e e e e e e Y] 1ves 2No X

What is the corporation's main

revenue-generating businessactivity? ... .. 335920 Communication and Energy Wire and Cable Manufacturing CAN

Specify the principal prod_uct(s) mined, mgnufactured, p£¥  Electricity distribution il 100.000 %

sold, cc_)nstructed, or services provided, giving the 286 287 7%

approximate percentage of the total revenue that each

product or service represents. 288

Did the corporation immigrate to Canada during the taX YEar? . v v v vt e et et e e bt e e 291 RS 2 N0 X

Did the corporation emigrate from Canada duringthe taX YEAIr? v v v v v vt e e e e e et e et e et e 292 RS 2 N0 X

Do youwant to be considered as a quarterly instalment remitterifyou are eligible? . . .. .. ... .. ... o e e 293 QNS 2 N0

If the corporation was eligible to remit instalments on a quarterly basis for part of the tax year, provide

the date the corporation ceased tobe eligible . . . i it e e 294

YYYY MM DD
If the corporation's major business activity is construction, did you have any subcontractors during the taxyear? ... ....... 295 PN D 2No D

— Taxable income

Net income or (loss) for income tax purposes from Schedule 1, financial statements, or GIFI. 767,471 A

Deduct: Charitable donationsfromSchedule2 ... ............. ... ... .......
Giftsto Canada, a province, or aterritory from Schedule2 ... ..............
Cultural giftsfrom Schedule 2 . . . . . . .
Ecological gifts from Schedule2 . . . .. . .. . e

Gifts of medicine from Schedule 2 . . . . . .. . . . e

Taxable dividends deductible under section 112 or 113, or subsection 138(6)
fromSchedule3 . ... . e

PartVI.1taxdeduction* . .. . .. e e
Non-capital losses of previous tax years from Schedule4 . ... .............
Net capital losses of previous tax years from Schedule4 . ... .............
Restricted farm losses of previous tax years from Schedule4 ... ... ........
Farmlosses of previous tax years from Schedule4 . . ... ....... .. ... ....

Limited partnership losses of previous tax years from Schedule4 . . ... ........
Taxable capital gains or taxable dividends allocated from
acentralcreditunion . ... e e

Prospector'sand grubstaker'sshares ... ... ... ... . .. .. oo,

Subtotal 25 p 25 B

Subtotal (amount Aminus amount B) (if negative, enter "0" 767,446

Add: Section 110.5 additions or subparagraph 115(1)(a)(vii)additions . . . . . o i i e e e e e
Taxableincome (@amount C plus amount D) . . . ot o i e e e e e e e e e e e e e

@]

767,446

Incomeexemptunderparagraph 149(1)(1) . . o o i v it e e e e e e e e e e e e e e e
Taxable income for a corporation with exempt income under paragraph 149(1)(t) (line 360 minus line 370) . ... ....... 767,446 7
* This amount is equal to 3.2 timesthe Part VI.1tax payable at line 724 on page 8.
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—Small business deduction
Canadian-controlled private corporations (CCPCs) throughout the tax year
Income from active business carried onin Canadafrom Schedule 7 . o . ot ottt e it e e e 400 A

Taxable income from line 360 on page 3, minus 10/3 of the amount on line 632* on page 7, minus
1/(0.38 - X**)  3.77358 times the amount on line 636*** on page 7, and minus any amount that,

because of federal law, is exempt from Part [tax . . . . o o i e e e e e e e e e e e 405 B
Business limit (see NoteS 1 and 2 DEIOW) o v vt vt e e e e 410 c
Notes:

1. For CCPCs that are not associated, enter $ 500,000 online 410. However, if the corporation's tax year is less than 51 weeks,

prorate this amount by the number of days in the tax year divided by 365, and enter the result on line 410.
2. Forassociated CCPCs, use Schedule 23 to calculate the amount to be entered on line 410.

Business limit reduction:

Amount C X ool D e E
11,250
Reduced business limit (amount C minus amount E) (if negative, enter0”) v v oottt e e 425 F

Small business deduction
Amount A, B, C, or F, whichever is the least X 17 9% = e e 430 G
Enter amount G on line 1 on page 7.

* Calculate the amount of foreign non-business income tax credit deductible on line 632 without reference to the refundable tax on the
CCPC'sinvestmentincome (line 604) and without reference to the corporate tax reductions under section 123.4.

** General rate reduction percentage for the tax year. It has to be pro-rated.
*** Calculate the amount of foreign business income tax credit deductible on line 636 without reference to the corporate tax reductions under section 123.4.
**%% |_arge corporations
* [fthe corporation is not associated with any corporations in both the current and previous tax years, the amount to be entered on line 415 is:
(Total taxable capital employed in Canada for the prior year minus $10,000,000) x 0.225%.

* [fthe corporation is not associated with any corporations in the current tax year, but was associated in the previous tax year, the amount to be
entered on line 415 is: (Total taxable capital employed in Canada for the current year minus $10,000,000) x 0.225%.

* For corporations associated in the current tax year, see Schedule 23 for the special rules that apply.
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— General tax reduction for Canadian-controlled private corporations
Canadian-controlled private corporations throughout the tax year
Taxableincome fromline 360 0N PAgE 3 . . o i i i i e e e e e e e e e e e e e e e e A
Lesser ofamounts Vand Y (line Z1) from Part 9 of Schedule 27 . .. .. ... ... . . . B
Amount QQ from Part 13 of Schedule 27 . . . . . . e e e C
Amount used to calculate the credit union deduction from Schedule 17 . ... ... ... ... ... ... D
Amount from line 400, 405, 410, or 425 on page 4, whicheveristheleast . ................. E
Aggregate investmentincome fromline 440 onpage 6* . . . ... e e e e e e e F
Total of amountsS BtOF . . . . o e e e e e e > G
Amount A minus amount G (if negative, enter "0") . .. L e e e e e e e e e e e e e H
Number of days in the tax year after
AmountH X December 31, 2008, and before January 1, 2010 9% = |
Number of days in the tax year 365
Number of days in the tax year after
AmountH X December 31, 2009, and before January 1, 2011 10% = J
Number of days in the tax year 365
Number of days in the tax year after
AmountH X December 31, 2010, and before January 1, 2012 365 11.5% = K
Number of days in the tax year 365
Number of days in the tax year after
AmountH X December 31,2011 13% = L
Number of days in the tax year 365
General tax reduction for Canadian-controlled private corporations — Total of amounts ItoL . .. ... ... ... ... .. ... M
Enter amount M on line 638 on page 7.
* Except for a corporation that is, throughout the year, a cooperative corporation (within the meaning assigned by subsection 136(2)) or a credit union.
— General tax reduction
Do not complete this areaif you are a Canadian-controlled private corporation, an investment corporation, a mortgage investment corporation,
amutual fund corporation, or any corporation with taxable income that is not subject to the corporation tax rate of 38%.
Taxable income from page 3 (line 360 oramount Z, whicheverapplies) . . . . .. i i i e e e 767,446 N
Lesser ofamounts Vand Y (line Z1) from Part 9 of Schedule 27 . .. .. ... ... . .. .. (0]
Amount QQ from Part 13 of Schedule 27 . . . . . e e e e P
Amount used to calculate the credit union deduction from Schedule17 . .. ... ... ... ... .... Q
Totalof amounts O t0 Q . . . o it i e e e e e e e e e e e e e e e e e e e e >
Amount N minus amount R (if NEQAtIVE, ENEI"0"™) v v v et e e e e et e e e e e e e 767,446
Number of days in the tax year after
Amount S 767,446 X December 31, 2008, and before January 1, 2010 9% = T
Number of days in the tax year 365
Number of days in the tax year after
Amount S 767,446 X December 31, 2009, and before January 1, 2011 10% = u
Number of days in the tax year 365
Number of days in the tax year after
Amount S 767,446 X December 31, 2010, and before January 1, 2012 365 11.5% = 88,256 v
Number of days in the tax year 365
Number of days in the tax year after
Amount S 767,446 X December 31, 2011 13% = w
Number of days in the tax year 365
General tax reduction — Total of amounts TIOW L . o o ot i e e e e e e e e e e e e 88,256 x
Enter amount X on line 639 on page 7.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP16  VERSION 2011 V2.0
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2011-12-31 E.L.K. Energy Inc.
86656 7787 RC0001

—Refundable portion of Part | tax
Canadian-controlled private corporations throughout the tax year

Aggregateinvestmentincome .. ... ... 440 X 26 2/ 3% = ... .. A
from Schedule 7

Foreign non-businessincome tax creditfromline 632onpage7 ... .. ...t

Deduct:

Foreigninvestmentincome . ......... 445 X 9 1/ 3% =

from Schedule 7 (if negative, enter "0") > B
Amount A minus amount B (if negative, enter"0") .. .. e e e e e e e e e e e e s C

Taxableincome fromline3600NPage 3 . . . . o i i i e e e e e e e e

Deduct:

Amount from line 400, 405, 410, or 425 on page 4,
whicheveristheleast . ........... ... . ... . . .

Foreign non-business
income tax credit
fromline 632 onpage7 ... X 25 /9

Foreign businessincome .
tax credit from line 636 on 1(0.38-X%)
page7 ... X 3.77358

Part | tax payable minus investment tax creditrefund (line 700 minus line 780 frompage 8) . . . . . . i i i E

Refundable portion of Part | tax — Amount C, D, or E, whicheveristhe least . .ot v e i i e ittt ee e 450 F

* General rate reduction percentage for the tax year. It has to be pro-rated.

— Refundable dividend tax on hand
Refundable dividend tax on hand atthe end of the previous taxyear .. ..o v v v e v 460
Deduct: Dividend refund for the previous taX YEar . o v v v v v v vt ot e et e e e 465

Add the total of:
Refundable portion of Part | tax from line 450 above . . . . . . .. i i e

Total Part IV tax payable from Schedule 3 . . . . . . . e
Net refundable dividend tax on hand transferred from a predecessor corporation on
amalgamation, or from awound-up subsidiary corporation .. ... e 480

Refundable dividend tax on hand at the end of the tax year —Amount G plus amountH . . ..o vt i e i e e e 485

— Dividend refund
Private and subject corporations at the time taxable dividends were paid in the tax year

Taxable dividends paid in the tax year from line 460 on page 2 of Schedule3 . ........... 265,800 X 1/ 3 88,600 |

Refundable dividend tax on hand atthe end of the tax year fromline 485above . . . . . . . . i i i i it e J

Dividend refund — Amount | or J, whichever is less (enter thisamountonline 784onpage8) .. .. ...ttt i i

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP16  VERSION 2011 V2.0 Page 6
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— Part | tax

E.L.K. Energy Inc.
86656 7787 RC0001

Base amount of Part | tax — Taxable income from page 3 (line 360 or amount Z, whichever applies) multiplied by 38% BEU

Recapture of investment tax credit from Schedule31 .. ... ... . . . i e

Calculation for the refundable tax on the Canadian-controlled private corporation's (CCPC) investment income

(if it was a CCPC throughout the tax year)

Aggregate investmentincome fromline4400npage 6 . . . . i e e e e e e
Taxableincome fromline360onpage3 . ... ... . ...,
Deduct:

Amount from line 400, 405, 410, or 425 on page 4, whichever
istheleast ... ... e

Netamount . . . . e e e e e >

Refundable tax on CCPC's investment income — 6 2 / 3 % ofwhicheverisless: amountiorii

Deduct:
Small business deduction from line 430 0npage 4 . . . . o i e e e e e e

Subtotal (add lines A to C)

Federaltaxabatement . .. v vt e ettt e e e e e e e 608

76,745

Manufacturing and processing profits deduction from Schedule 27 . . ... ..o i 616

Investmentcorporation deduction .+ . v vt it e e e e e 620

Taxed capital gains
Additional deduction — credit unions from Schedule 17 . . . . . . .. ... . . e

Federal foreign non-business income tax credit from Schedule 21

Federal foreign business income tax credit from Schedule 21

General tax reduction for CCPCs from amount M on page 5

Generaltax reduction fromamount Xonpage5 . . . . . it e

88,256

Federallogging tax creditfrom Schedule21 . . . .. .. . . . . i e

Federal qualifyingenvironmentaltrusttaxcredit . . . .. . .. . i

Investmenttax creditfrom Schedule 31 . . . . . . . e

Subtotal

165,001 »

291,629 A

B

Cc

291,629 D

165,001

Part I tax payable —LineD minus line E . . . . . i e

Enter amount F on line 700 on page 8.

126,628 F
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86656 7787 RC0001

—Summary of tax and credits

Federal tax
Partltax payable from Page 7 o oo it e e e e e e e 126,628
Partll surtax payable from Schedule 46 . . . . . . o e e e e e e e
Partlll.1tax payable from Schedule 55 . . . . . o o e e e e e e e e e
PartIVtax payable from Schedule 3 . . . . o o e e e e e e e e
PartlV.1tax payable from Schedule 43 . . . . . o e e e e e e e e e
PartVltax payable from Schedule 38 . . . . . . o e e e e e
PartVl.1tax payable from Schedule 43 . . . . . o e e e e e e e e e e e
Part Xlll.1tax payable from Schedule 92 . . . . . . e e e e e
Part XIVtax payable from Schedule 20 . . . . . o e e e e e e e e e e
Add provincial or territorial tax: Totalfederaltax 126,628
Provincial orterritorialjurisdiction . . . &Y ON
(if more than one jurisdiction, enter "multiple" and complete Schedule 5)
Net provincial or territorial tax payable (except Quebecand Alberta) . . .. ... ... ... ... 760 90,159
Provincial tax on large corporations (Nova Scotia Schedule 342) ... v oo v vt i i e e v n . 765
90,159 p» 90,159
Deduct other credits: Totaltax payable 216,787 A
Investmenttax creditrefund from Schedule31 . .. ..., .. ... ... o o
Dividendrefundfrompage6 . . . . . o i e e e e
Federal capital gainsrefund from Schedule 18 . . . . . . .. . . e
Federal qualifying environmentaltrusttaxcreditrefund ... ... ... ... ... .. ... ...,
Canadian film or video production tax creditrefund (Form T1131) . ... ... ... .. ... ..
Film or video production services tax creditrefund (Form T1177) .. ... .. v v i v v
Taxwithheldatsource . . . . . i e e e
Total payments on which tax has beenwithheld .. .. ... ..
Provincial and territorial capital gains refund from Schedule 18~ . . . . ... oo 808
Provincial and territorial refundable tax credits from Schedule 5 . . . ... ... .. ... ... .. 812
TaxinsStalMENtS PAIA .« v v v v e e e e e e e e e e e e e 840 564,444
Total credits il 564,444 » 564,444 B
Refund code Overpayment 347,657 <—L Balance (line Aminus line B) -347,657
N Direct deposit request fthe resultis poative, you hawe a balance unpaid
To have the corporation's refund deposited directly into the corporation's bank Enter the amount on whichever line applies.
account at a financial institution in Canada, or to change banking information you
already gave us, complete the information below: Generally, we do not charge or refund a difference
) . of $2 or less.
D Start D Changeinformation 910
Branchnumber Balanceunpaid .........
914 918
Institution number Account number Enclosed payment 898
o eone oo o v s Seses” ™ L ves ] 20

PREPARED SOLELY FOR INCOME TAX PURPOSES WITHOUT AUDIT OR REVIEW FROM INFORMATION PROVIDED BY THE TAXPAYER.

— Certification

I, B8 AUDET SN MICHAEL CHIEF EXECUTIVE OFFICER

Last name in block letters First name in block letters Position, office, or rank
am an authorized signing officer of the corporation. | certify that | have examined this return, including accompanying schedules and statements, and that
the information given on this return is, to the best of my knowledge, correct and complete. | also certify that the method of calculating income for this tax
year is consistent with that of the previous tax year except as specifically disclosed in a statement attached to this return.

955 2012-05-04 (519) 776-5291
Date (yyyy/mm/dd) Signature of the authorized signing officer of the corporation Telephone number
Is the contact person the same as the authorized signing officer? If no, complete the informationbelow .. ... .... 1VYes 2No D
958
Name in block letters Telephone number

—Language of correspondence — Langue de correspondance

Indicate your language of correspondence by entering 1 for English or 2 for French. m
Indiquez votre langue de correspondance eninscrivant 1 pour anglais ou 2 pour frangais. 1

Privacy Act, Personal Information Bank number CRA PPU 047

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP16  VERSION 2011 V2.0 Page 8



Canada Revenue
Agency

Agence du revenu
du Canada

(R |

Form identifier 100

2011-12-31

GENERAL INDEX OF FINANCIAL INFORMATION — GIFI

E.L.K. Energy Inc.
86656 7787 RC0001

SCHEDULE 100

Name of corporation Business Number Taxyearend
Year Month Day
E.L.K. Energy Inc. 86656 7787 RCO001 2011-12-31
Balance sheet information
Account Description GIFI Current year Prior year
— Assets
TOtal CUMTENEASSELS .+ v v v v e e v e e e e e e e e e e e 10,594,092 10,708,437
Totaltangible capital aSSEtS . . v v v v i e e e e 22,628,508 22,148,676
Total accumulated amortization of tangible capital assets 14,871,786 14,031,987
Totalintangible capitalassets . . . .. . . o i e
Total accumulated amortization of intangible capital assets
Total long-terMasSetS . v v v vt it e e e e e 2,191,064 3,291,253
FAssets held INtrUSt o . v ot e e
Total assets (mandatoryfield) . .o vttt e e e e 2599 & 20,541,878 22,116,379
— Liabilities
Totalcurrentliabilities . . . o v v e + 5,892,141 6,828,141
Totallong-termliabilities . . . . . .t it e + 7,855,059 8,544,501
*Subordinateddebt ... e +
FAMOUNtS held iNtrUSt & v v v o e e +
Total liabilities (mandatory field) .+ v v v v vttt et e = 13,747,200 15,372,642
— Shareholder equity
Total shareholder equity (mandatoryfield) .. ... ..ot ii i 3620 & 6,794,678 6,743,737
Total liabilities and shareholder eqUity ..o v v vt v i ettt e ie et et e as 3640 & 20,541,878 22,116,379
— Retained earnings
Retained earnings/deficit—end (mandatoryfield) .. ..........vvuun.. 3849 & 392,203 341,262

* Generic item

PREPARED SOLELY FOR INCOME TAX PURPOSES WITHOUT AUDIT OR REVIEW FROM INFORMATION PROVIDED BY THE TAXPAYER.
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Canada Revenue
Agency

Agence du revenu
du Canada

(R |

Form identifier 125

2011-12-31

GENERAL INDEX OF FINANCIAL INFORMATION — GIFI

E.L.K. Energy Inc.
86656 7787 RC0001

SCHEDULE 125

Name of corporation Business Number Taxyearend
Year Month Day
E.L.K. Energy Inc. 86656 7787 RCO001 2011-12-31
Income statement information
Description GIFI
Operatingname . ........... 0001
Description ofthe operation . . . . . 0002
SequenceNumber . ......... oejek] 01
Account Description GIFI Current year Prior year
—Income statement information
Total sales 0f gOOAS ANA SEIVICES .+ v v v v v o e vt et et e et e 8089 s 23,047,430 23,140,408
COStOFSAIBS 4 v v 8518 20,088,089 19,951,904
GroOSS PrOfit/OSS v vt e et e e e e 8519 & 2,959,341 3,188,504
COSLOfSAES & v vttt e 8518 s 20,088,089 19,951,904
TOtal OPErating EXPENSES .+ v v v v e e e e e e e e e e e 9367 K 3,553,154 3,196,219
Total expenses (mandatoryfield) . ..ottt e e e 9368 & 23,641,243 23,148,123
Totalrevenue (mandatoryfield) . ..o v vttt e 8299 g 24,174,871 23,979,698
Totalexpenses (mandatoryfield) .. ..ottt e 9368 & 23,641,243 23,148,123
Net NoN-farming iNCOME v v vt v i et e et e e e e e e e e e e e 9369 & 533,628 831,575
— Farming income statement information
Totalfarmrevenue (mandatoryfield) . . .o vt e 9659 s
Totalfarmexpenses (mandatoryfield) . . . oottt e 9898 k=
NetfarminComMe ..ottt ittt e e 9899 &
Net income/loss before taxes and extraordinary items ... ............ 970 & 533,628 831,575
Total other COMPrehensive iNCOME . v v v v v vt e et e e et et e e 9998 =
— Extraordinary items and income (linked to Schedule 140)
Extraordinaryitem(s) . . .o i e e e e e e e
Legalsettlements . . . ... . e e
Unrealized gains/loSSeS . . o v v v i i e e e e e e e e
Unusualitems .. ..o e
CUITENtINCOMETAXES .+ v v v e v v e e e et e e et e e e e e e et e 216,887 295,495
Deferredincometaxprovision . . . . .. it e e e e
Total—Othercomprehensiveincome . . . .. . ot it e e
Net income/loss after taxes and extraordinary items (mandatory field) 316,741 536,080

PREPARED SOLELY FOR INCOME TAX PURPOSES WITHOUT AUDIT OR REVIEW FROM INFORMATION PROVIDED BY THE TAXPAYER.
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2011-12-31 E.L.K. Energy Inc.
86656 7787 RC0001

| . et riet SCHEDULE 141
NOTES CHECKLIST

Name of corporation Business Number Taxyear-end
Year Month Day
E.L.K. Energy Inc. 86656 7787 RCO001 2011-12-31

e Parts 1, 2, and 3 of this schedule must be completed from the perspective of the person (referred to in these parts as the "accountant")
who prepared or reported on the financial statements.

¢ Formore information, see Guide RC4088, General Index of Financial Information (GIFI) and Guide T4012, T2 Corporation — Income Tax Guide.
* Complete this schedule and include it with your T2 return along with the other GIFI schedules.

If the person preparing the tax return is not the accountant referred to above, they must still complete Parts 1, 2, 3, and 4, as applicable.

—Part 1 — Information on the accountant who prepared or reported on the financial statements

Doesthe accountanthave aprofessionaldesignation? . . . . . . o i i i i e e e 1VYes 2No D
Isthe accountant connected* withthe corporation? . . . . . o o i e e e e e e e 1VYes D 2No

* A person connected with a corporation can be: (i) a shareholder of the corporation who owns more than 10% of the common shares; (ii) a director, an
officer, or an employee of the corporation; or (iii) a person not dealing at arm's length with the corporation.

Note: Ifthe accountant does not have a professional designation or is connected to the corporation, you do not have to complete Parts 2 and 3 of this
schedule. However, you do have to complete Part 4, as applicable.

—Part 2 — Type of involvement with the financial statements

Choose the option that represents the highest level of involvement of the accountant:

198
Completedanauditor'SrePOrt . o o o e e e e e e e e e e e e e e e e e e e e e 1
Completedareview engagementrepOrt . . vt i v it i e e e e e e e e e e e e e e e e e e e 2 D
Conductedacompilationengagement . . . . o i e e e e e e e e e e e e e e e 3 D
—Part 3 — Reservations
If you selected option "1" or "2" under Type of involvement with the financial statements above, answer the following question:
Hasthe accountantexpressed areservation? . . . . o i i i i e e e e e e e e e e m 1VYes D 2No

— Part 4 — Other information

If you have a professional designation and are not the accountant associated with the financial statements in Part 1 above, choose one of the following options:
110

Preparedthe tax return (financial statements prepared by client) . . . . . . . e 1 D
Prepared the tax return and the financial information contained therein (financial statements have notbeenprepared) . ...... 2 D
Were notes to the financial statements prepared? . . . . . L i e e e e e e e 1VYes 2No
If yes, complete lines 104 to 107 below:
Are subsequentevents mentioned iNthe NOLES? . . . .t i ittt ittt e e e e INOZY 1 vYes D 2 No
Isre-evaluation of assetinformation mentioned iNthe NOLES? . . o vt it it et e e e e e e 105 EERES D 2 No

Is contingent liability information mentioned iNthe NOtES? . . . . . . it it i e e 106 EERES 2No

Isinformation regarding commitments mentionedinthe notes? . . . . . . L e e 107 RS D 2No

BRI E I E

Does the corporation have investmentsin jointventure(s) or partnership(S)? . . . o o o i it i i i e e e e 108 EERES D 2No

T2 SCH 141 (11) Canadlél
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2011-12-31 E.L.K. Energy Inc.
86656 7787 RC0001

—Part 4 — Other information (continued)

Impairment and fair value changes

In any of the following assets, was an amount recognized in netincome or other comprehensive income (OCl) as a
result of an impairment loss in the tax year, a reversal of an impairment loss recognized in a previous tax year, or a

changeinfairvalue duringthe tax year? . . . o i i i e e e e e e e e e e 1VYes D 2No

If yes, enter the amountrecognized: In netincome In OCI
Increase (decrease) Increase (decrease)

Property, plant,andequipment ... ... ... ........ 210

INtangible assets .« . v v v v e 215

INVEStMENtProperty . . v v v vt ettt et e e e e s 220

Biologicalassets .. . i i i e 225

FinancialinsStruments . . . v v v v v it e 230

Other ot e e 235 236

Financialinstruments

............................. 250 1YesD 2 No

...................................... PAER] 1Ves D 2 No
Did the corporation discontinue hedge accounting duringthe tax year? . o . ottt it et e e e e 260 IR D 2No

Did the corporation derecognize any financial instrument(s) during the tax year?

Did the corporation apply hedge accounting during the tax year?

<[]

Adjustments to opening equity

Was an amount included in the opening balance of retained earnings or equity, in order to correct an error, to
recognize a change in accounting policy, or to adopt a new accounting standard in the currenttaxyear? . ............. PSS 1 VYes D 2No

If yes, you have to maintain a separate reconciliation.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP16  VERSION 2011 V2.0 Page 2



2011-12-31 E.L.K. Energy Inc.

86656 7787 RC0O001

I * Canada Revenue  Agence du revenu

Agency du Canada NET INCOME (LOSS) FOR INCOME TAX PURPOSES SCHEDULE 1
Corporation's name Business Number Taxyearend
Year Month Day
E.L.K. Energy Inc. 86656 7787 RCO001 2011-12-31

* The purpose of this schedule is to provide a reconciliation between the corporation's netincome (loss) as reported on the financial statements and its
netincome (loss) for tax purposes. For more information, see the T2 Corporation Income Tax Guide.

® Sections, subsections, and paragraphs referred to on this schedule are from the Income Tax Act.

Amount calculated on line 9999 from Schedule 125 . . . ot i e e e e e e 316,741 A
Add:
Provision forincome taxesS —CUIMENt .+ . v v v v et e et e e e e e ettt e e et e e 216,887
Amortization of tangible aSSetS . . . . i i e e e 839,799
Charitable donations and gifts from Schedule2 . ... ... ... .. . .. oo 25
Non-deductible meals and entertainmentexpenses . . . . . v i e e e e e 442
Otherreservesonlines 270 and 275fromSchedule 13 . . . . .. . ittt i i v i e 3,208,673
Reserves from financial statements — balance atthe end oftheyear ... ............. 2,715,448
Subtotal of additions 6,981,274 » 6,981,274
Other additions:
Miscellaneous other additions:
S08] Smart Meter Revenue 177,653
S8} Unrealized loss on investment 10,914
Total 10,914 294 10,914
Subtotal of other additions [HEE] 188,567 P 188,567
Total additions Y4 7,169,841 » 7,169,841
Deduct:
Capital costallowance fromSchedule8 . . . . .ot ittt e e e 403 763,427
Cumulative eligible capitaldeductionfrom Schedule 10 . . . . .. . . it i i i i 405 29,344
Otherreservesonline 280 fromSchedule 13 . . . . . . i ittt i e e e e 413 2,027,261
Reserves from financial statements — balance at the beginning oftheyear . ... ......... 414 3,895,579
Subtotal of deductions 6,715,611 » 6,715,611
Other deductions:
Miscellaneous other deductions:
FL88] 20(1)(e) deduction 390 3,500
704
Total 394
Subtotal of other deductions [EAE] 3,500 » 3,500
Total deductions XY 6,719,111 » 6,719,111
Net income (loss) for income tax purposes —enter on line 300 0Fthe T2 FEIUM & v v v v v v oo e e e e e e e e e et 767,471
1«1
T2 SCH 1 E (10) Canada
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2011-12-31 E.L.K. Energy Inc.
86656 7787 RC0001

Bl Gonase Revenue dgence du reveny SCHEDULE 2
CHARITABLE DONATIONS AND GIFTS
Name of corporation Business Number Taxyear-end
Year Month Day
E.L.K. Energy Inc. 86656 7787 RCO001 2011-12-31

* For use by corporations to claim any of the following:
—charitable donations;
— gifts to Canada, a province, or a territory;
— gifts of certified cultural property;
— gifts of certified ecologically sensitive land; or
—additional deduction for gifts of medicine.

¢ The donations and gifts are eligible for a five-year carryforward.

e Use this schedule to show a credit transfer following an amalgamation or the wind-up of a subsidiary as described under subsections 87(1) and 88(1)
ofthe Income Tax Act.
e For donations and gifts made after March 22, 2004, subsection 110.1(1.2) of the Income Tax Act provides as follows:
— Where a particular corporation has undergone an acquisition of control, for tax years that end on or after the acquisition of control, no corporation
can claim a deduction for a gift made by the particular corporation to a qualified donee before the acquisition of control
— Ifaparticular corporation makes a gift to a qualified donee pursuant to an arrangement under which both the gift and the acquisition of control is
expected, no corporation can claim a deduction for the gift unless the person acquiring control of the particular corporation is the qualified donee.
e Under proposed changes, the eligible amount of a charitable gift is the amount by which the fair market value of the gift exceeds the amount of an
advantage, if any, for the gift.
e Under proposed changes, a gift of medicine made after March 18, 2007, to qualifying organizations for activities outside of Canada, may be eligible for
an additional deduction if the gift is an eligible medical gift. This additional deduction is calculated in Part 6.

¢ File one completed copy of this schedule with your T2 Corporation Income Tax Return.
e Formore information, see the T2 Corporation — Income Tax Guide.

— Part 1 — Charitable donations

Charity/Recipient Amount ($100 or more only)
Subtotal
Add: Total donations of less than $100 each 25
Total donationsin current tax year 25
Federal Québec Alberta
Charitable donations atthe end of the previoustaxyear .. ... .........
Deduct: Charitable donations expired after five taxyears* . ........ 239
Charitable donations atthe beginning ofthetaxyear .. .......... 240
Add:
Charitable donations transferred on an amalgamation or the
wind-upofasubsidiary ..., 250

Total current-year charitable
donations made (enter thisamount

online 112 of Schedule1) . ...... 210 25
Subtotal (line 250 plus line 210) 25 25 25

Deduct: Adjustment for an acquisition of control (for donations

made after March22,2004) . ... ..ot ii e 255
Totalcharitabledonationsavailable . ... ... ... .. ... ... . ... ... 25 A 25 25
Deduct: Amountapplied againsttaxable income (cannotbe

more than amount K in Part 2) (enter this amount on

liNe311 0fthe T2TetUrN) .« v v v vttt e et e e ee e e 260 25 25 25
Charitabledonationsclosingbalance . .. .................. 280

* Forthe federal and Alberta, the gifts expire after five tax years. For Québec, gifts made in a tax year that ended before March 24, 2006, expire after five
tax years and gifts made in a tax year that ended after March 23, 2006, expire after twenty tax years.
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2011-12-31 E.L.K. Energy Inc.
86656 7787 RC0001

—Amounts carried forward — Charitable donations

Year of origin: Federal Québec Alberta
TIPriOrYear . 2010-12-31
2UPHONYEAr 2009-12-31
BUPHOrYEAr 2009-01-30
ANPHIOrYEAr ot 2008-12-31
SUPHOrYEAr 2007-12-31
B PrIOr Y ar* 2006-12-31
TOPHOTYEAr ottt 2005-12-31
BMPIOrY ar . 2004-12-31
O PIOrYBAI ottt 2003-12-31
10" PHOrYEAr ettt 2002-12-31
L1MPHOrYEAr et 2001-12-31
127 PHOrYEAr et 2001-09-30
13" PHOrYEAr i 2000-09-30
LA™ PHOrYEAr ittt 1999-09-30
15 PHOrYEAr et 1998-09-30
16" PrOrYEAr it 1997-09-30
17 PHOrYEAr it 1996-09-30
18 PrOrYEAr it 1995-09-30
19" PHOrYEAr it 1994-09-30
20" PHOFYEAr it 1993-09-30
21T PO Y Ar* 1992-09-30

Total (foline A) . ot e e e e e

* Forthe federal and Alberta, the 6™ prior year gifts expire in the current year. For Québec, the 6" prior year gifts made in a tax year that ended before
March 24, 2006, expire in the current year and the 21% prior year gifts made in a tax year that ended after March 23, 2006, expire in the current year.

— Part 2 — Calculation of the maximum allowable deduction for charitable donations

Netincome fortax purposes* multiplied by 75 % . . . oo e e e e e e 575,603 B
Taxable capital gains arising in respect of gifts of capital property included in Part1** . .. ... ... 225 C
Taxable capital gain in respect of deemed gifts of non-qualifying
securities per subsection 40(1.01) . . . . i i e e 227 D
The amount of the recapture of capital cost
allowance inrespect of charitable gifts . . . . . ........... 230
Proceeds of disposition, less
outlaysandexpenses** .. ..........
Capitalcost** . ... .............. F
Amount E or F, whicheverisless — ......................... 235
Amountonline 230 or 235, whicheverisless ... G
Subtotal (add amounts C, D, and G) H
Amount H multiplied by 25 % I
Subtotal (amount B plus amount I) 575,603 j
Maximum allowable deduction for charitable donations (enter amount A from Part 1, amount J, or netincome
fortax purposes, Whicheveris IeSS) . . . o o i i e e e e e e e e e e s 25 k

*  For credit unions, this amount is before the deduction of payments pursuant to allocations in proportion to borrowing and bonus interest.

** This amount must be prorated by the following calculation: eligible amount of the gift divided by the proceeds of disposition of the gift.
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2011-12-31

E.L.K. Energy Inc.
86656 7787 RC0001

— Part 3 — Gifts to Canada, a province, or a territory

Giftsto Canada, a province, or a territory at the end of the previoustaxyear . ... .............

Deduct: Gifts to Canada, a province, or aterritory expired after five taxyears . ........... 339
Gifts to Canada, a province, or aterritory at the beginning of thetaxyear ... ............ 340 >
Add: Giftsto Canada, a province, or a territory transferred on an amalgamation

orthewindup of asubsidiary . ... e e e 350

Total current-year gifts made to Canada, a province, or aterritory* . ... ... ... ... .. 310

Deduct: Adjustment for an acquisition of control (for gifts made after March 22,2004) . ... .. .. .

Total giftsto Canada, aprovince, oraterritoryavailable . . . . . o e e e e e e e e e s
Deduct: Amount applied against taxable income (enter thisamounton line 312 of the T2return). ... .............. 360
Gifts to Canada, a province, or aterritory closing balance . . . i e e e e 380

* Not applicable for gifts made after February 18, 1997, unless a written agreement was made before this date. If no written
agreement exists, enter the amount on line 210 and complete Part 2.

— Part 4 — Gifts of certified cultural property
Federal Québec

Gifts of certified cultural property at the end of the previous taxyear . ... ...

Alberta

Deduct: Gifts of certified cultural property expired after five

BAXYBAIS i it i e e e 439

Gifts of certified cultural property at the beginning of the taxyear . .. .. 440
Add: Gifts of certified cultural property transferred on an

amalgamation orthe windup of asubsidiary .. ........... 450

Total current-year gifts of certified cultural property . . .. ... .. 410

Subtotal (line 450 plus line 410)

Deduct: Adjustment for an acquisition of control (for gifts
made after March 22,2004) ... ... i 455

Total gifts of certified cultural propertyavailable . ... ... .. ... .......

Deduct: Amountapplied againsttaxable income (enter this
amounton line 313 ofthe T2return)  ..................... 460

Gifts of certified cultural property closingbalance ... ........... 480

tax years and gifts made in a tax year that ended after March 23, 2006, expire after twenty tax years.

* For the federal and Alberta, the gifts expire after five tax years. For Québec, gifts made in a tax year that ended before March 24, 2006, expire after five

—Amount carried forward — Gifts of certified cultural property

Year of origin: Federal Québec Alberta
TIPriOryear . 2010-12-31
2UPHONYEAr 2009-12-31
BUPHOrYEAr 2009-01-30
ANPHIOrYEAr ot 2008-12-31
SUPHOrYEAr 2007-12-31
B PrIOr Y ar* 2006-12-31
TOPHOrYEAI ottt 2005-12-31
8MPIOrYEar 2004-12-31
O PIOrYRAI ottt 2003-12-31
10" PHOrYEAr ettt 2002-12-31
L1IMPHOrYEAr ettt 2001-12-31
127 PHOrYEAr et 2001-09-30
13" PHOrYEAr i 2000-09-30
LA™ PHOMYEAr ottt 1999-09-30
15" PHOrYEAr ittt 1998-09-30
16 PrOrYEAr it 1997-09-30
17 PHOrYEAr it 1996-09-30
18 PrOrYEAr i 1995-09-30
19" PHOrYEAr it 1994-09-30
20" PHIOFYEAr et 1993-09-30
21T PO Y Ar* 1992-09-30
Total L e e e e

* Forthe federal and Alberta, the 6™ prior year gifts expire in the current year. For Québec, the 6" prior year gifts made in a tax year that ended before
March 24, 2006, expire in the current year and the 21% prior year gifts made in a tax year that ended after March 23, 2006, expire in the current year.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP16  VERSION 2011 V2.0
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2011-12-31 E.L.K. Energy Inc.
86656 7787 RC0001

— Part 5 — Gifts of certified ecologically sensitive land
Federal Québec Alberta

Gifts of certified ecologically sensitive land at the end of the previous tax year
Deduct: Gifts of certified ecologically sensitive land expired

afterfivetaxyears* ... ... e 539
Gifts of certified ecologically sensitive land at the beginning of
NEIAX YA v i i i i e e e e 540
Add: Gifts of certified ecologically sensitive land transferred
on an amalgamation or the windup of asubsidiary ~ ............ 550
Total current-year gifts of certified ecologically sensitive land ... gy

Subtotal (line 550 plus line 510)
Deduct: Adjustment for an acquisition of control (for gifts
made after March 22,2004) . ... ... . i 555
Total gifts of certified ecologically sensitive land available . .. ..........
Deduct: Amountapplied againsttaxable income (enter this
amountonline 314 ofthe T2return)  .................... 560

Gifts of certified ecologically sensitive land closing balance ... ... .. 580

* Forthe federal and Alberta, the gifts expire after five tax years. For Québec, gifts made in a tax year that ended before March 24, 2006, expire after five
tax years and gifts made in a tax year that ended after March 23, 2006, expire after twenty tax years.

—Amounts carried forward — Gifts of certified ecologically sensitive land

Year of origin: Federal Québec Alberta
TIPriOrYear o 2010-12-31
2UPHONYEAr 2009-12-31
BUPHOrYAr 2009-01-30
ANPHIOrYEAr ot 2008-12-31
SUPHOrYEAr 2007-12-31
B PrIOr Y ar* 2006-12-31
TOPHOTYEAr ottt 2005-12-31
8MPIOrY ar 2004-12-31
O PIOrYBAI ottt 2003-12-31
10" PHOrYEAr ettt 2002-12-31
L1IMPHOrYEAr ettt 2001-12-31
127 PHOrYEAr et 2001-09-30
13" PHOrYEAr i 2000-09-30
LA™ PHOrYEAr ettt 1999-09-30
15 PHOrYEAr ottt 1998-09-30
16" PrOrYEAr it 1997-09-30
17 PHOrYEAr et 1996-09-30
18 PrOrYEAr i 1995-09-30
19" PHOrYEAr it 1994-09-30
20" PHIOFYEAr it 1993-09-30
21T PO Y Ar* 1992-09-30
Total L e e e e

* Forthe federal and Alberta, the 6™ prior year gifts expire in the current year. For Québec, the 6" prior year gifts made in a tax year that ended before
March 24, 2006, expire in the current year and the 21% prior year gifts made in a tax year that ended after March 23, 2006, expire in the current year.
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E.L.K. Energy Inc.
86656 7787 RC0001

—Part 6 — Additional deduction for gifts of medicine

Federal Québec Alberta
Additional deduction for gifts of medicine at the end of the previous tax year
Deduct: Additional deduction for gifts of medicine expired
afterfivetaxyears . . v vt e e e 639
Additional deduction for gifts of medicine at the beginning
OfthetaXYRAr & v v i it e e e e 640
Add: Additional deduction for gifts of medicine transferred
on an amalgamation or the wind-up of asubsidiary . . .. ... .. 650
Additional deduction for gifts of medicine for the current year:
Proceedsof disposition . . ... e e 602 1 1 1
Costofgiftsof medicine . . . ... ... it e 601 2 2 2
Subtotal (line 1 minus line 2) 3 3 3
Line 3 multiplied by 509% ... 4 4 4
Eligible amount of gifts m 5 5 5
Additional
deduction for gifts
Federal of medicine for
A X ( B ) = the currentyear 610
c Additional
. deduction for gifts
Québec of medicine for
A X ( B ) = thecurrentyear . ... ...
c Additional
deduction for gifts
Alberta of medicine for
A X ( B ) S theCUITENtYEAr . . vt e e e e e
Cc
where:
Ais the lesser of line 2 and line 4
B is the eligible amount of gifts (line 600)
C is the proceeds of disposition (line 602)
Subtotal (line 650plus line 610)
Deduct: Adjustmentforanacquisitionofcontrol .. ............ 655
Total additional deduction for gifts of medicine available . ... ..........
Deduct: Amountapplied againsttaxableincome
(enter this amount on line 315 ofthe T2return) . . ........ 660
Additional deduction for gifts of medicine closing balance ... ...... 680
—Amounts carried forward — Additional deduction for gifts of medicine
Year of origin: Federal Québec Alberta
TEPHOPYEAr oot 2010-12-31
2YPHOrYEar .. 2009-12-31
SUPHOFYEAI oot 2009-01-30
AUPHOFYEAr 2008-12-31
SUPrOryear L 2007-12-31
BN prioryear* ... 2006-12-31
Total e e
*These donations expired in the current year.
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E.L.K. Energy Inc.
86656 7787 RC0001

— Québec — Gifts of musical instruments

Gifts of musical instruments atthe end of the previous tax year . . . . o i i i e e e e e A
Deduct: Gifts of musical instruments expired after twenty taX YEars . . . . o it i e e e e e e e e e e B
Gifts of musical instruments at the beginning of the taxyear . . . . o o i e e e e e C
Add:
Gifts of musical instruments transferred on an amalgamation or the wind-up of a subsidiary .. ... ... .. ... .. .. ... ... D
Total current-year gifts of musical INSIrUMENtS . . . . o o e e e e e e E
Subtotal (line D plus line E) F
Deduct: Adjustment for an acquisition 0f CONtrol . . . . . L o e e e e e e e G
Total gifts of musicalinstruments available . . .. . e e e H
Deduct: Amountapplied againsttaxableincome . . . .. e e e e |
Gifts of musical instruments closing balance . . . . L e e e e e e J
—Amounts carried forward — Gifts of musical instruments
Year of origin: Québec
R o (T Y7=Y- T 2010-12-31
2 PIIO Y A i 2009-12-31
B DO  YAI i 2009-01-30
g To Y=Y PP 2008-12-31
LSl oo Y=Y PP 2007-12-31
B PIIOr YA e 2006-12-31
A T (o) Y= 2005-12-31
B DI Or Y A i 2004-12-31
O DO  YBAI e 2003-12-31
L0  PHIOr Y AT ittt 2002-12-31
T o V7T P 2001-12-31
L2 PHIOr YBAI ittt 2001-09-30
B R oo V7T P 2000-09-30
LA DIIOTYBAI ittt e 1999-09-30
S oo V7T P 1998-09-30
LB PIIOr Y AT it 1997-09-30
A oo V7T P 1996-09-30
L8 PIIOr Y AT ittt 1995-09-30
L0  PIIOr Y AT it 1994-09-30
20  PIIO YBAI e 1993-09-30
0 R o o) V7T ol 1992-09-30
Total e e e s
* These gifts expired in the current year.
T2 SCH 2 E (07) Canadlél
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2011-12-31

E.L.K. Energy Inc.
86656 7787 RC0001

Agency du Canada DIVIDENDS RECEIVED, TAXABLE DIVIDENDS PAID, AND SCHEDULE 3
PART IV TAX CALCULATION
Name of corporation Business Number Taxyear-end
Year Month Day
E.L.K. Energy Inc. 86656 7787 RCO001 2011-12-31
* This schedule is for the use of any corporation to report:
— non-taxable dividends under section 83,;
— deductible dividends under subsection 138(6);
— taxable dividends deductible from income under section 112, subsection 113(2) and paragraphs 113(1)(a), (b) or (d); or
— taxable dividends paid in the tax year that qualify for a dividend refund.
* The calculations in this schedule apply only to private or subject corporations.
® Parts, sections, subsections, and paragraphs referred to on this schedule are from the federal Income Tax Act.
* Arecipient corporation is connected with a payer corporation at any time in a tax year, if at that time the recipient corporation:
— controls the payer corporation, other than because of a right referred to in paragraph 251(5)(b); or
— owns more than 10% of the issued share capital (with full voting rights), and shares that have a fair market value of more than 10% of the
fair market value of all shares of the payer corporation.
* File one completed copy of this schedule with your T2 Corporation Income Tax Return.
e "X"under column A if dividend received from a foreign source (connected corporation only).
® Enterin column F1, the amount of dividends received reported in column 240 that are eligible.
* Under column F2, enter the code that applies to the deductible taxable dividend.
Part 1 — Dividends received in the tax year
Do not include dividends received from foreign non-affiliates. Complete if payer corporation is connected
A B Cc D E
Name of payer corporation Enter Business Number Tax year-end of the Non-taxable
(from which the corporation 1 of connected payer corporationin dividend under
received the dividend) if payer corporation which the sections section 83
corporation 112/113 and
is subsection 138(6)
connected dividends in column F
were paid
YYYY/MM/DD
200 205 210 220 230
Total (enter on line 402 of Schedule 1)

Note: If your corporation's tax year-end is different than that of the connected payer corporation, your corporation could have received dividends from more than

one tax year of the payer corporation. If so, use a separate line to provide the information for each tax year of the payer corporation.

Complete if payer corporation is connected

F F1 F2
Taxable dividends Eligible dividends
deductible fromtaxable (includedin
income under section 112, columnF)

subsections 113(2) and
138(6), and paragraphs
113(1)(a), (b), or (d)*

240

G
Total taxable
dividends paid
by connected
payer corporation
(fortaxyear
in column D)

250

H |
Dividend refund Part IV tax
of the connected before deductions
payer corporation Fx 1/ 3 %
(fortaxyear
in column D)**
260 270
J

Total (enter the amount from column F on line 320 of the T2 return and amount J in Part 2)

* |f taxable dividends are received, enter the amount in column 240, but if the corporation is not subject to Part IV tax (such as a public corporation

other than a subject corporation as defined in subsection 186(3)), enter “0” in column 270. Life insurers are not subject to Part IV tax on

subsection 138(6) dividends.

** |f the connected payer corporation’s tax year ends after the corporation’s balance-due day for the tax year (two or three months, as applicable),

you have to estimate the payer’s dividend refund when you calculate the corporation’s Part IV tax payable.

*** For dividends received from connected corporations:

Part IV tax =

Column F x Column H

Column G
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2011-12-31

E.L.K. Energy Inc.
86656 7787 RC0001

Part 2 — Calculation of Part IV tax payable
Part IV tax before deductions (amount Jin Part 1) . . . . o o e e e e e e e e e e e
Deduct:
Part V.| tax payable on dividends SUBJECE IO PArt IVEAX & v v v v v vt e e e e e e e e et e e e e 320
Subtotal
Deduct:
Current-year non-capital loss claimed toreduce Part IVtax . v oo v v ve v v vn .. 330
Non-capital losses from previous years claimed toreduce Part IVtax .. ........ 335
Current-year farm loss claimed toreduce Part IVtaX . v v v oo v v e i ee e 340
Farm losses from previous years claimed to reduce Part IVtax . ..o v e v e v 345
Total losses applied against Part IV tax X 1/3 =
Part IV tax payable (enter amounton line 712 0f the T2retUrN) o v v v vt et o e e e e e et e e et e e e e 360
Part 3 — Taxable dividends paid in the tax year that qualify for a dividend refund
A B C D D1
Taxyearend Taxable dividends Eligible
Name of connected recipient corporation Business Number of connected paidto connected dividends
recipient corporations (includedin
corporationin column D)
which the
dividendsin
column D
werereceived
YYYY/MM/DD
400 410 420 430
1 Town of Essex NR 2011-12-31 265,800
Note
If your corporation's tax year-end is different than that of the connected recipient corporation, your corporation
could have paid dividends in more than one tax year of the recipient corporation. If so, use a separate line to Total ‘ 265,800
provide the information for each tax year of the recipient corporation.
Total taxable dividends paid in the tax year to other than connected corporations . . . . . . o i i it it i et e 450
Eligible dividends (included inline 450) . . . . i ittt i e e 450a
Total taxable dividends paid in the tax year that qualify for a dividend refund
(total of column D above PIuS INE450) v o v vt e e e e e e e e e e e 460 265,800
Part 4 — Total dividends paid in the tax year
Complete this part if the total taxable dividends paid in the tax year that qualify for a dividend refund (line 460 above) is different from the total
dividends paid in the tax year.
Total taxable dividends paid in the tax year for the purposes of a dividend refund (fromabove) ... ... .. .. ... .. 265,800
Other dividends paid inthe tax year (total of 510 t0 540) . . . o v it i e e e e e e e e s
Total dividends paid iNthE tAXYEAI .« v v v ettt e e et e e e e e e e e 500 265,800
Deduct:
Dividends paid out of capital dividend aCCount . . . v v v e 510
Capital gains diVIENdS o . v vt ot e e 520
Dividends paid on shares described in subsection 129(1.2) .. ... v it 530
Taxable dividends paid to a controlling corporation that was bankrupt
atany timeINthe YEar o v i vt it e e e 540
Subtotal >
Total taxable dividends paid in the tax year that qualify foradividend refund . . . . . . . . o i i i 265,800
1+1
T2 SCH 3 E (10) Canada
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2011-12-31 E.L.K. Energy Inc.

86656 7787 RC0O001

I * Canada Revenue  Agence du revenu SCHEDULE 8
Agency du Canada
CAPITAL COST ALLOWANCE (CCA)
Name of corporation Business Number Taxyearend
Year Month Day
E.L.K. Energy Inc. 86656 7787 RCO001 2011-12-31
For more information, see the section called "Capital Cost Allowance" in the T2 Corporation Income Tax Guide.
Is the corporation electing under regulation 1101(5q)? Y 1VYes D 2No
1 2 3 4 5 6 7 8 9 10 11 12
Class Description Undepreciated Cost of Net Proceeds of 50% rule (1/2 Reduced CCA Recapture of Terminal loss Capital cost Undepreciated
number capital cost at acquisitions adjustments** dispositions of the amount, undepreciated rate capital cost (line 404 of allowance capital cost
(See the beginning during the year during the year | if any, by which capital cost % allowance Schedule 1) (for declining at the end of
Note) of the year (new property (amount not to the net cost kkk (line 107 of balance method, the year
(undepreciated must be exceed the of acquisitions Schedule 1) column 7 (column 6
capital cost at available capital cost) exceeds multiplied by plus column 7
the end of last for use)* column 5)*** column 8, or a minus
year) lower amount) column 11)
(line 403 of
Schedule 1)
*kkkk
200 201 203 205 207 211 212 213 215 217 220
1. 1 6,982,448 2,880 0 1,440 6,983,888 4 0 0 279,356 6,705,972
2| 8 362,516 14,618 500 7,059 369,575| 20 0 0 73,915 302,719
3. 8 Smart meters not included in NB 1,064,635 0 532,318 532,317| 20 0 0 106,463 958,172
4. 10 69,874 0 69,874 30 0 0 20,962 48,912
5. 12 Tools, shop, and garage equipmt 564 0 564 | 100 0 0 564
6. 45 1,589 0 1,589| 45 0 0 715 874
7. 47 Electrical Distribution and Transr 3,237,007 459,278 0 229,639 3,466,646 8 0 0 277,332 3,418,953
8. 50 5,995 2,992 0 1,496 7,491| 55 0 0 4,120 4,867
Totals | 10,659,429 1,544,967 500 771,952 11,431,944 763,427 11,440,469
Note: Class numbers followed by a letter indicate the basic rate of the class taking into account the additional deduction allowed.
Class la: 4% + 6% = 10% (class 1 to 10%), class 1b: 4% + 2% = 6% (class 1 to 6%).
* Include any property acquired in previous years that has now become available for use. This property would have been previously
excluded from column 3. List separately any acquisitions that are not subject to the 50% rule, see Regulation 1100(2) and (2.2).
»* Include amounts transferred under section 85, or on amalgamation and winding-up of a subsidiary. See the T2 Corporation Income
Tax Guide for other examples of adjustments to include in column 4.
»x+ The net cost of acquisitions is the cost of acquisitions (column 3) plus or minus certain adjustments from column 4. For exceptions
to the 50% rule, see Interpretation Bulletin IT-285, Capital Cost Allowance — General Comments.
=+ Enter a rate only, if you are using the declining balance method. For any other method (for example the straignt-line method, where
calculations are always based on the cost of acquisitions), enter N/A. Then enter the amount you are claiming in column 11.
»xxxx [f the tax year is shorter than 365 days, prorate the CCA claim. Some classes of property do not have to be prorated. See the
T2 Corporation Income Tax Guide for more information.
1+1
T2 SCH 8 (1) Canada

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP16  VERSION 2011 V2.0 Page 1



2011-12-31 E.L.K. Energy Inc.

86656 7787 RC0O001
I*I Canada Revenue  Agence du revenu
Agency du Canada SCHEDULE 9
RELATED AND ASSOCIATED CORPORATIONS
Name of corporation Business Number Taxyearend
Year Month Day
E.L.K. Energy Inc. 86656 7787 RCO001 2011-12-31
e Complete this schedule if the corporation is related to or associated with at least one other corporation.
e Formore information, see the T2 Corporation Income Tax Guide.

Name Country| Business number Rela- Number of % of Number of % of Bookvalue of
of resi- (seenote 1) tion- | commonshares | common | preferredshares | preferred capital stock
dence ship youown shares youown shares
(other code youown youown

than (see
Canada) note 2)
100 200 300 400 500 550 600 650 700

1 E.L.K. Solutions Inc. 86487 7519 RCO001 | 2 10,000| 100.000 100

2. The Corporation of the Town of Ess NR 1 30,000| 100.000 2,000,100
Note 1: Enter "NR" if the corporation is not registered or does not have a business number.
Note 2: Enter the code number of the relationship that applies from the following order: 1 - Parent 2 - Subsidiary 3 - Associated 4 - Related but not associated

1+1

T2 SCH 9 (11) Canada
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2011-12-31

I*I Canada Revenue  Agence du revenu
Agency du Canada

CUMULATIVE ELIGIBLE CAPITAL DEDUCTION

E.L.K. Energy Inc.
86656 7787 RC0001

SCHEDULE 10

Name of corporation Business Number Taxyearend
Year Month Day
E.L.K. Energy Inc. 86656 7787 RCO001 2011-12-31

® For use by a corporation that has eligible capital property. For more information, see the T2 Corporation Income Tax Guide.

® A separate cumulative eligible capital account must be kept for each business.

Part 1 — Calculation of current year deduction and carry-forward

Cumulative eligible capital - Balance at the end of the preceding taxation year (if negative, enter “0”) 200 419,194 A
Add: Cost of eligible capital property acquired
during the taxationyear .......... 222
Other adjustments .. ............ 226
Subtotal (line 222 plus line 226) X 3/4 = B
Non-taxable portion of a non-arm's length
transferor's gain realized on the transfer
of an eligible capital property to the
corporation after December 20, 2002 . X 1/2 = C
amount B minus amount C (if negative, enter "0") > D
Amount transferred on amalgamation or wind-up of subsidiary .. ... .. ... 224 E
Subtotal (add amounts A, D, and E) &£l 419,194 F
Deduct: Proceeds of sale (less outlays and expenses not
otherwise deductible) from the disposition of alll
eligible capital property during the taxationyear . ...... 242 G
The gross amount of a reduction in respect of a forgiven
debt obligation as provided for in subsection 80(7) .. ... 244 H
Other adjustments .. ... ... ... i 246 |
(add amounts G,H, and 1) X 3/4 = J
Cumulative eligible capital balance (amount F minus amount J) . ... ... it 419,194 K
(if amount K is negative, enter "0" at line M and proceed to Part 2)
Cumulative eligible capital for a property no longer owned after ceasing to carry on
that business .. .. e
amount K 419,194
less amount from line 249
Current year deduction . ............. 419,194 x 7.00% =E3Y 29,344 *
(line 249 plus line 250) (enter this amount at line 405 of Schedule 1) 29,344 » 29,344 L
Cumulative eligible capital — Closing balance (amount K minus amount L) (if negative, enter "0") ... .. 300 389,850 M
* You can claim any amount up to the maximum deduction of 7%. The deduction may not exceed the maximum
amount prorated by the number of days in the taxation year divided by 365.
1+1
Canad3

T2 SCH 10 (04)
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2011-12-31 E.L.K. Energy Inc.
86656 7787 RC0001

Part 2 — Amount to be included in income arising from disposition
(complete this part only if the amount at line K is negative)

Amount from line K (show as positive amount) ... ... e N
Total of cumulative eligible capital (CEC) deductions from income for taxation years

beginning after June 30, 1988 .. ... ... 1
Total of all amounts which reduced CEC in the current or prior years under

SUDSECtion B0(7) . ..o 2
Total of CEC deductions claimed for taxation years

beginning before July 1, 1988 . ......... ... ...... 402 3

Negative balances in the CEC account that were included

in income for taxation years beginning before July 1, 1988 %3] 4

Line 3 minus line 4 (if negative, enter"0") .. ............. > 5
Total of liNes 1, 2 and 5 . . . .. 6

Amounts included in income under paragraph 14(1)(b), as
that paragraph applied to taxation years ending after June
30, 1988 and before February 28, 2000, to the extent that
it is for an amount described atline400  ................ 7

Amounts at line T from Schedule 10 of previous taxation years
ending after February 27,2000 . ......... ... .. .. .. ... 8

Subtotal (line 7 plus line 8) > 9
Line 6 minus line 9 (if negative, enter "0") .. ... >
Line N minus line O (if negative, enter "0") .. .o ot e

Line P minus line Q (if negative, enter "0") .. . e

L
>
(0]
9]
x
[EnY
N
1l
“—»nw O VO

Amount N or amount O, WhiCheVer 1S €SS . . . . e e
Amount to be included in income (amount S plus amount T) (enter this amount on line 108 of Schedule 1) K3
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2011-12-31

E.L.K. Energy Inc.
86656 7787 RC0001

SCHEDULE 13

Agency du Canada
CONTINUITY OF RESERVES
Name of corporation Business number Taxyearend
Year Month Day
E.L.K. Energy Inc. 86656 7787 RCO001 2011-12-31
e For use by corporations to provide a continuity of all reserves claimed which are allowed for tax purposes.
¢ File one completed copy of this schedule with the corporation's T2 Corporation Income Tax Return.
¢ For more information, see the T2 Corporation Income Tax Guide.
—Part 1 — Capital gains reserves
Description of property Balance atthe Transfer on an Add Deduct Balance atthe
beginning of the amalgamationor end of the year
year the wind-up of $ $ $
$ asubsidiary
$
002 003 004
1

(0]013}
Totals

=

-

The amount from line 008 plus the amount from line 009 should be entered on line 880 of Schedule 6, Summary of Dispositions of Capital
Property. The amount from line 010 should be entered on line 885 of Schedule 6.

— Part 2 — Other reserves

Description Balance atthe Transfer on an Add Deduct Balance atthe
beginning of amalgamationor $ $ end of the year
the year the wind-up of $
$ asubsidiary
$

110 115 120
Reserve for doubtful
debts . .o 359,988 639,298 359,988 639,298
Reserve for undelivered

oods and services

got rendered . . . .. ... ... .. 2,848,685 1,387,963 2,848,685 1,387,963
Reserve for prepaid
rent .. e D
Reserve for refundable D
containers ...............
Reserve for unpaid
amounts  ..... ... D

230 235 240
Other tax
FESEIVES . v v v v i iii e e D

Totals 3,208,673 2,027,261 3,208,673 2,027,261

Enter "X" in the column above if the tax reserve has also been reported on the corporation's financial statements. This
allows offsetting entries on Schedule 1, resulting in a zero effect on net income for tax purposes.

The amount from line 270 plus the amount from line 275 should be entered on line 125 of Schedule 1, Net Income (Loss) for Income Tax
Purposes, as an addition. The amount from line 280 should be entered on line 413 of Schedule 1 as a deduction.
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2011-12-31

Financial statement reserves (not deductible)

E.L.K. Energy Inc.
86656 7787 RC0001

Continuity of financial statement reserves (not deductible)

Description Balance atthe Transfer on an Add Deduct Balance atthe
beginning of amalgamationor end of the year
the year the wind-up of
asubsidiary
Employee Future Benefits 686,906 1,281 688,187
Reservesfrom

Part 2 of Schedule 13 3,208,673 2,027,261 3,208,673 2,027,261
Totals 3,895,579 2,028,542 3,208,673 2,715,448

The total opening balance plus the total transfers should be entered on line 414 of Schedule 1 as a deduction.
The total closing balance should be entered on line 126 of Schedule 1 as an addition.
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2011-12-31 E.L.K. Energy Inc.
86656 7787 RC0001

Canada Revenue  Agence du revenu
I* Agency du Canada SCHEDULE 50

SHAREHOLDER INFORMATION

Name of corporation Business Number Taxyearend
Year Month Day
E.L.K. Energy Inc. 86656 7787 RCO001 2011-12-31

All private corporations must complete this schedule for any shareholder who holds 10% or more of the corporation's common and/or
preferred shares.

| Provide only one number per shareholder
Name of shareholder Business Number Socialinsurance Trust number Percentage | Percentage
(after name, indicate in brackets if the shareholder (If a corporation is not number common preferred
is a corporation, partnership, individual, or trust) registered, enter "NR") shares shares
100 200 300 350 400 500
1| The Corporation of the Town of Essex NR 100.000

2
3
4
5
6
7
8
9
10

T2 SCH 50 (06) Canadlél
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2011-12-31

I*I Canada Revenue  Agence du revenu
Agency du Canada

PART I1l.1 TAX ON EXCESSIVE ELIGIBLE DIVIDEND DESIGNATIONS

E.L.K. Energy Inc.
86656 7787 RC0001

SCHEDULE 55

Name of corporation Business Number Taxyear-end
Year Month Day
E.L.K. Energy Inc. 86656 7787 RCO001 2011-12-31
e Every corporation residentin Canada that pays a taxable dividend (other than a capital gains dividend within Do not use this area
the meaning assigned by subsection 130.1(4) or 131(1)) in the tax year must file this schedule.
e Canadian-controlled private corporations (CCPC) and depositinsurance corporations (DIC)
must complete Part 1 of this schedule. All other corporations must complete Part 2.
o Every corporation that has paid an eligible dividend must also file Schedule 53, General Rate Income Pool
(GRIP) Calculation, or Schedule 54, Low Rate Income Pool (LRIP) Calculation, whicheveris applicable.
¢ File the completed schedules with your T2 Corporation Income Tax Return no later than six months
from the end of the tax year.
* Parts, subsections, and paragraphs mentioned in this schedule refer to the federal Income Tax Act.
e Subsection 89(1) defines the terms eligible dividend, excessive eligible dividend designation, general rate income pool (GRIP), and
low rate income pool (LRIP).
* The calculations in Part 1 and Part 2 do not apply if the excessive eligible dividend designation arises from the application of
paragraph (c) of the definition of excessive eligible dividend designation in subsection 89(1). This paragraph applies when an eligible
dividend is paid to artificially maintain or increase the GRIP or to artificially maintain or decrease the LRIP.
—Part 1 — Canadian-controlled private corporations and deposit insurance corporations
Taxable dividends paidinthe taxyear not included in Schedule3 . ... ..............
Taxable dividends paidinthetaxyear included in Schedule3 . ... ... ..............
Totaltaxable dividends paid inthetaxyear . .. ... .. i vttt et 100
Total eligible dividends paid iNthe taX YEAr . . v v v it i e et e e e e e e e e 150
GRIP at the end of the tax year (line 590 on Schedule 53) (if negative, enter"0") . . .. o ittt it et e e e e 160
Excessive eligible dividend designation (line 150 minus line 160) . . . o . o v i ittt e e e e e e e e e e e e e e A
Part l1.1 tax on excessive eligible dividend designations — CCPC or DIC * (amount A multiplied by 20%) ..... 190
Enter the amount from line 190 on line 710 of the T2 return.
—Part 2 — Other corporations
Taxable dividends paidinthetaxyear notincluded in Schedule3 . ... ..............
Taxable dividends paidinthe taxyear included in Schedule 3 . .. ... ....... .. u... 265,800
Totaltaxable dividends paid inthetaxyear . .. ... .. i vt i et 200 265,800
Total excessive eligible dividend designations in the tax year (amount fromline Aof Schedule54) .. ........ . ... . ... .. B
Part 11l.1 tax on excessive eligible dividend designations — Other corporations * (amount B multiplied by 20 %) . 4N
Enter the amount from line 290 on line 710 of the T2 return.
* You can elect to treat all or part of your excessive eligible dividend designation as a separate taxable dividend in order to eliminate or reduce
the Part I11.1 tax otherwise payable. You must file the election on or before the day that is 90 days after the day the notice of assessment for
Part I11.1 tax was sent. We will accept an election before the assessment of the tax. For more information on how to make this election, go
to www.cra.gc.ca/eligibledividends.
1+1
T2 SCH 55 E (11) Canada
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2011-12-31 E.L.K. Energy Inc.
86656 7787 RC0001

Canada Revenue  Agence du revenu
I*I Agency du Canada SCHEDULE 500

ONTARIO CORPORATION TAX CALCULATION

Name of corporation Business Number Taxyear-end
Year Month Day
E.L.K. Energy Inc. 86656 7787 RCO001 2011-12-31

® Use this schedule if the corporation had a permanent establishment (as defined in section 400 of the federal Income Tax Regulations) in
Ontario at any time in the tax year and had Ontario taxable income in the year.

o Alllegislative references on this schedule are to the federal Income Tax Act and Income Tax Regulations.

e This schedule is a worksheet only and does not have to be filed with your T2 Corporation Income Tax Return.

—Part 1 — Calculation of Ontario basic rate of tax for the year

Number of days in the tax year
before July 1, 2010 X 14.00 % = % A1

Number of days in the tax year 365

Number of days in the tax year after
June 30, 2010, and before July 1, 2011 181 X 12.00 % = 5.95068 % A2

Number of days in the tax year 365

Number of days in the tax year after
June 30, 2011, and before July 1, 2012 184 X 11.50 % = 5.79726 % A3

Number of days in the tax year 365

Number of days in the tax year after
June 30, 2012, and before July 1, 2013 X 11.00 % = % A4

Number of days in the tax year 365

Number of days in the tax year

after June 30, 2013 X 10.00% = % A5
Number of days in the tax year 365
Ontario basic rate of tax for the year (total of rates Al to A5) 11.74794 > 11.74794 % A6

—Part 2 — Calculation of Ontario basic income tax

ONtANiotaXablE INCOME ™ . o et e e e e e e e e e e e e e e 767,446 B

Ontario basic income tax: amount B multiplied by Ontario basic rate of tax for the year (rate A6 fromPart1)  ............. 90,159 ¢

If the corporation has a permanent establishment in more than one jurisdiction, or is claiming an Ontario tax credit, in addition to Ontario basic income
tax, or has Ontario corporate minimum tax, Ontario special additional tax on life insurance corporations or Ontario capital tax payable, enter amount C on
line 270 of Schedule 5, Tax Calculation Supplementary — Corporations. Otherwise, enter it on line 760 of the T2 return.

* |f the corporation has a permanent establishment only in Ontario, enter the amount from line 360 or line Z, whichever applies,
of the T2 return. Otherwise, enter the taxable income allocated to Ontario from column F in Part 1 of Schedule 5.

T2 SCH 500 E (11) Canadlél
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2011-12-31

E.L.K. Energy Inc.
86656 7787 RC0001

—Part 3 — Ontario small business deduction (OSBD)
Complete this part if the corporation claimed the federal small business deduction under subsection 125(1) or would
have claimed it if subsection 125(5.1) had not been applicable in the tax year.
Income from active business carried on in Canada
(@amountfrom line 400 of the T2 return) . . . . ot e e e e e e e e e e e e e e e e 1
Federal taxable income, less adjustment for foreign tax credit
(@amountfrom line 405 of the T2 return) . . . . ot e e e e e e e e e e e e e e e 2
Federal business limit before the application of subsection 125(5.1)
(amount from line 410 ofthe T2return) . . . . . oo v v v v i oo v wn X 500,000 = 3
500,000
line 4 on page 4 of the T2 return *
Enterthe leastof amounts 1,2, and 3 . . . . L e e e e e e e D
Ontario domestic factor: Ontario taxable income ** 767,446.00 = .. 1.00000 E
taxable income earned in all provinces and territories *** 767,446
Amount D x amount E a
Ontario taxableincome
(amount B from Part 2) 767,446 b
Ontario small business income (lesser ofamountaand amountb) . . . . . . o e e e e e F
Number of days in the tax year
before July 1, 2010 X 8.50 % = % G1
Number of days in the tax year 365
Number of days in the tax year after
June 30, 2010, and before July 1, 2011 181 X 7.50 % = 3.71918% G2
Number of days in the tax year 365
Number of days in the tax year after
June 30, 2011, and before July 1, 2012 184 X 7.00 % = 3.52877 % G3
Number of days in the tax year 365
Number of days in the tax year after
June 30, 2012, and before July 1, 2013 X 6.50 % = % G4
Number of days in the tax year 365
Number of days in the tax year
after June 30, 2013 X 550% = % Gs
Number of days in the tax year 365
OSBD rate for the year (total of rates G110 G5) . v v v v v v it e e ettt e e 7.24795 % G6
Ontario small business deduction: amount F multiplied by OSBD rate for the year (rate G6) . . . .. ... it i v n H
Enter amount H on line 402 of Schedule 5.
* For 2011 and later tax years, enter the amount from line 410 of the T2 return on line 3 of this schedule.
** Enter amount B from Part 2.
*** Includes the offshore jurisdictions for Nova Scotia and Newfoundland and Labrador.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP16  VERSION 2011 V2.0
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2011-12-31 E.L.K. Energy Inc.
86656 7787 RC0001

— Part 4 — Calculation of surtax re Ontario small business deduction

Complete this part if the corporation is claiming the OSBD and its adjusted taxable income, plus the adjusted taxable income of each corporation
with which the corporation was associated during its tax year, is greater than $500,000. If the corporation is a member of an associated group, complete
Schedule 501, Ontario Adjusted Taxable Income of Associated Corporations to Determine Surtax re Ontario Small Business Deduction.

Note: Fordays inthe tax year after June 30, 2010, the small business surtax rate is 0%. You do not have to complete this part if the corporation's
tax year begins after June 30, 2010.

Adjustedtaxableincome® ... L e e s |

Adjusted taxable income of all associated corporations (amount from line 500 of Schedule 501) R J

Aggregate adjusted taxableincome (amount| plus amountJ) . ... . ... oo > K
Deduct:

ONArio BUSINESS ML 4 500,000
Subtotal (amountK minus Ontario business limit) (if negative, enter "0" on thislineandonlineP) ... ... ... ... ... ..., L

Small business surtax rate for the year:

Number of days in the tax year before July 1, 2010 X 4.25 % = % M
Number of days in the tax year 365
AmountL X 00N IINEM = N
Amount N X Ontario small business income (amount F from Part 3) = .. (0]
500,000 500,000
Surtax re Ontario small business deduction: lesser of amount O and OSBD (amountH fromPart3) ... .............. P

Enter amount P on line 272 of Schedule 5.

* Adjusted taxable income is equal to the corporation's taxable income or taxable income earned in Canada for the year plus the
amount of the corporation's adjusted Crown royalties for the year minus the amount of the corporation's notional resource
allowance for the year (from Schedule 504, Ontario Resource Tax Credit and Ontario Additional Tax re Crown Royalties).

If the tax year of the corporation is less than 51 weeks, multiply the adjusted taxable income of the corporation for the year by 365
and divide by the number of days in the tax year.

—Part 5 — Ontario adjusted small business income

Complete this part if the corporation was a Canadian-controlled private corporation throughout the tax year and is claiming the Ontario tax credit for
manufacturing and processing or the Ontario credit union tax reduction.

Lesser ofamount D and amount b from Part 3 . . . . L e e e e e e e e e e e e e e Q
Surtax payable (amount P from Part 4) = R
Ontario domestic factor (amount E from Part 3) x OSBD rate (rate G6 from Part 3) 7.24795 %

Note: Enter "0" on line R for tax years beginning after June 30, 2010.

Ontario adjusted small business income (amount Q minus amount R) (if negative, enter"0") . ... .. .. . .. S

Enter amount S on line U in Part 6 or on line B in Part 2 of Schedule 502, Ontario Tax Credit for Manufacturing and Processing, whichever applies.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP16  VERSION 2011 V2.0 Page 3



2011-12-31 E.L.K. Energy Inc.
86656 7787 RC0001

— Part 6 — Calculation of credit union tax reduction

Complete this part and Schedule 17, Credit Union Deductions, if the corporation was a credit union throughout the tax year.

Amount D from Part 3of Schedule 17 . . . . . . o e e e e e T

Deduct:
Ontario adjusted small business income (amount S from Part5) . ... ...... ... .. .. ..... U

Subtotal (amount T minus amount U) (if negative, enter"0") . . . . . . . i i it i \%

OSBD rate for the year (rate G6 fromPart3) . ...... ... 7.24795 %

AmountV multiplied by the OSBD rate fortheyear . . . . o i i e e e e e s W

Ontario domestic factor (amount Efrom Part3) . . . . o o i e e e e e e e e e 1.00000 x

Ontario credit union tax reduction (amount W multiplied by amount X) . . . . . .0 e e e Y

Enter amount Y on line 410 of Schedule 5.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP16  VERSION 2011 V2.0 Page 4



2011-12-31 E.L.K. Energy Inc.
86656 7787 RC0001

Canada Revenue  Agence du revenu
I*I Agency du Canada SCHEDULE 546

CORPORATIONS INFORMATION ACT ANNUAL RETURN FOR ONTARIO CORPORATIONS

Name of corporation Business Number Taxyear-end
Year Month Day
E.L.K. Energy Inc. 86656 7787 RCO001 2011-12-31

¢ This schedule should be completed by a corporation that is incorporated, continued, or amalgamated in Ontario and subject to the Ontario Business
Corporations Act (BCA) or Ontario Corporations Act (CA), except for registered charities under the federal Income Tax Act. This completed schedule serves
as a Corporations Information Act Annual Return under the Ontario Corporations Information Act.

o Complete parts 1 to 4. Complete parts 5 to 7 only to report change(s) in the information recorded on the Ontario Ministry of Government Services (MGS)
publicrecord.

* This schedule must set out the required information for the corporation as of the date of delivery of this schedule.

¢ Acompleted Ontario Corporations Information Act Annual Return must be delivered within six months after the end of the corporation's tax year-end.
The MGS considers this return to be delivered on the date that it is filed with the Canada Revenue Agency (CRA) together with the corporation's
income taxreturn.

e [tisthe corporation's responsibility to ensure that the information shown on the MGS public record is accurate and up-to-date. To review the information
shown for the corporation on the public record maintained by the MGS, obtain a Corporation Profile Report. Visit www.ServiceOntario.ca for more
information.

o This schedule contains non-tax information collected under the authority of the Ontario Corporations Information Act. This information will be sent to the
MGS for the purposes of recording the information on the public record maintained by the MGS.

Part 1 — Identification
h Corporation's name (exactly as shown on the MGS public record)

E.L.K. Energy Inc.
Jurisdictionincorporated, continued, oramalgamated, Date of incorporation or Ontario Corporation No.
whichever is the most recent amalgamation, whicheveristhe Year Month Day
. mostrecent
Ontario 2000-01-06 1395434

Part 2 — Head or registered office address (P.O. box not acceptable as stand-alone address)

Care of (if applicable)

Streetnumber Street name/Rural route/Lot and Concession number @ Suite number

172 Forest Avenue
Additional address information if applicable (line 220 must be completed first)

Municipality (e.qg., city, town) Province/state Country Postal/zip code

Essex ON CA N8M 3E4

—Part 3 — Change identifier

Have there been any changes in any of the information most recently filed for the public record maintained by the MGS for the corporation with respect to
names, addresses for service, and the date elected/appointed and, if applicable, the date the election/appointment ceased of the directors and five most
senior officers, or with respect to the corporation's mailing address or language of preference? To review the information shown for the corporation on the
public record maintained by the MGS, obtain a Corporation Profile Report. For more information, visit www.ServiceOntario.ca.

If there have been no changes, enter 1 in this box and then go to "Part 4 — Certification."
If there are changes, enter 2 in this box and complete the applicable parts on the next page, and then go to "Part 4 — Certification."

— Part 4 — Certification
| certify that all information given in this Corporations Information Act Annual Return is true, correct, and complete.

le] AUDET Yy  MICHAEL
Lastname Firstname

454 ,
Middle name(s)

Please enter one of the following numbers in this box for the above-named person: 1 for director, 2 for officer, or 3 for other individual having
knowledge of the affairs of the corporation. If you are a director and officer, enter 1 or 2.

Note: Sections 13 and 14 of the Ontario Corporations Information Act provide penalties for making false or misleading statements or omissions.

1+1

T2 SCH 546 E (10) Canada

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP16  VERSION 2011 V2.0 Page 1



2011-12-31 E.L.K. Energy Inc.
86656 7787 RC0O001
Complete the applicable parts to report changes in the information recorded on the MGS public record.
Part 5 — Mailing address

500 |:| Please enter one of the following numbers in thisbox: 1 - Show no mailing address on the MGS public record.
2 - The corporation's mailing address is the same as the head or
registered office address in Part 2 of this schedule.

3 - The corporation's complete mailing address is as follows:

Care of (if applicable)

Streetnumber Street name/Rural route/Lot and Concession number m Suite number

Additional address information if applicable (line 530 must be completed first)

Municipality (e.g., city, town) 5y{8] Province/state Country Postal/zip code

Part 6 — Language of preference

|:| Indicate your language of preference by entering 1 for English or 2 for French. This is the language of preference recorded on the MGS public
record for communications with the corporation. It may be different from line 990 on the T2 return.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP16  VERSION 2011 V2.0 Page 2
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Exhibit 5
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Page 1 of 2

Filed: September 19, 2012

OVERVIEW:

The purpose of this evidence is to summarize the method and cost of financing capital

requirements for the 2012 Test Year.

Capital Structure:

E.L.K. has a current deemed capital structure of 60% debt with a return of 7.25%, and 40%
equity with a return of 9.00% as approved in the Board’'s Decision on E.L.K's 2006 rate
application (EB-2005-0358).

E.L.K. has prepared the current Application with a deemed capital structure of 56% Long Term
Debt with a return of 2.71%, 4% Short Term Debt with a return of 2.08%, and 40% Equity with a
return of 9.12%.

Return on Equity:

E.L.K is requesting a return on equity (“ROE”) for the 2012 Test Year of 9.12% in accordance
with the Cost of Capital Parameter Updates for 2012 Cost of Service Applications issued by the
Board on March 2, 2012

COST OF DEBT:
Long Term Debt

E.L.K. is requesting a return on Long Term Debt for the 2012 Test Year of 2.71%. E.L.K. has a
demand promissory note of $1,900,000 with the Town of Essex. Consistent with the Board’s
practice in previous cost of service applications, for the purposes of this Application the rate of
return on the promissory note is set at 4.41%. This rate is consistent with the deemed Long
Term Debt rate outlined in the Cost of Capital Parameter Updates for 2012 Cost of Service

Applications issued by the Board on March 2, 2012.

In addition, E.L.K. has a $5,600,000 loan with TD Commercial Banking with an assumed one
year rate of 2.14% which was the applicable rate of return at the time the Application was
prepared. The following table shows the weighted average debt rate of these two instruments is
2.71%.



AN W

Interest
Debt Holder Principal Rate% Cost
Town of Essex $1,900,000 | 4.41% | $83,790
TD Commercial
Banking $5,600,000 | 2.14% | $119,616
Total $7,500,000 | 2.71% | $203,406

E.L.K. Energy Inc.
EB-2011-0099

Exhibit 5

Tab 1

Schedule 1

Page 2 of 2

Filed: September 19, 2012

The terms and conditions for each of these debt instruments are provided in Appendix 5-A.

Short Term Debt

E.L.K. is requesting a return on Short Term Debt for the 2012 Test year of 2.08% in accordance

with the Cost of Capital Parameter Updates for 2012 Cost of Service Applications issued by the

Board on March 2, 2012.

Rate Base and Rate of Return

The following table details E.L.K.’s rate base, deemed debt/equity ratios and deemed rates of

return from 2006 to 2012.
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DEEMED CAPITAL STRUCTURE -2006 to 2012

E.L.K. Energy Inc.
EB-2011-0099

Exhibit 5

Tab 1

Schedule 2

Page 1 of 2

Filed: September 19, 2012

Deemed Capital Structure for 2006
[ Description $ % of Rate Base Rate of Return | Return
Long Term Debt 5,112,673 50.00% 7.25% 370,669
Unfunded Short Term Debt
Total Debt 5,112,673 50.00% 370,669
Common Share Equity 5,112,673 50.00% 9.00% 460,141
Total equity 5,112,673 50.00% 460,141
Total Rate Base 10,225,347 100.00% 8.13% 830,809
Deemed Capital Structure for 2007
Description $ % of Rate Base Rate of Return Return
Long Term Debt 5,530,062 50.00% 7.25% 400,929
Unfunded Short Term Debt
Total Debt 5,530,062 50.00% 400,929
Common Share Equity 5,530,062 50.00% 9.00% 497,706
Total equity 5,530,062 50.00% 497,706
Total Rate Base 11,060,124 100.00% 8.13% 898,635
Deemed Capital Structure for 2008
Description $ % of Rate Base Rate of Return Return
Long Term Debt 6,083,598 53.30% 7.25% 441,061
Unfunded Short Term Debt
Total Debt 6,083,598 53.30% 441,061
Common Share Equity 5,330,282 46.70% 9.00% 479,725
Total equity 5,330,282 46.70% 479,725
Total Rate Base 11,413,880 100.00% 8.07% 920,786
Deemed Capital Structure for 2009
Description $ % of Rate Base Rate of Return Return
Long Term Debt 6,355,618 56.70% 7.25% 460,782
Unfunded Short Term Debt
Total Debt 6,355,618 56.70% 460,782
Common Share Equity 4,853,585 43.30% 9.00% 436,823
Total equity 4,853,585 43.30% 436,823
Total Rate Base 11,209,204 100.00% 8.01% 897,605
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Deemed Capital Structure for 2010
[ Description | $ | %ofRate Base | Rate of Return | Return
Long Term Debt 6,979,121 60.00% 7.25% 505,986
Unfunded Short Term Debt 0.00% 0.00% 0
Total Debt 6,979,121 60.00% 505,986
Common Share Equity 4,652,747 40.00% 9.00% 418,747
Total equity 4,652,747 40.00% 418,747
Total Rate Base 11,631,868 100.00% 7.95% 924,733

Deemed Capital Structure for 2011
[ Description | $ | %ofRate Base | Rate of Return | Return
Long Term Debt 6,789,508 60.00% 7.25% 492,239
Unfunded Short Term Debt 0 0.00% 0.00% 0
Total Debt 6,789,508 60.00% 492,239
Common Share Equity 4,526,339 40.00% 9.00% 407,371
Total equity 4,526,339 40.00% 407,371
Total Rate Base 11,315,847 100.00% 7.95% 899,610

Deemed Capital Structure for 2012
[ Description | $ | %ofRate Base | Rate of Return | Return
Long Term Debt 7,429,012 56.00% 2.71% 201,481
Unfunded Short Term Debt 530,644 4.00% 2.08% 11,037
Total Debt 7,959,656 60.00% 212,518
Common Share Equity 5,306,437 40.00% 9.12% 483,947
Total equity 5,306,437 40.00% 483,947
Total Rate Base 13,266,094 100.00% 5.25% 696,465
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Appendix 5-A : E.L.K. Debt Instruments — Terms & Conditions

Original Terms and Conditions Town of Essex Debt

DEMAND PROMISSORY NOTE
Cdn.52,470,000.00 Date: October 23,2002

The undersigned, for value received, hereby acknowledges itself indebted to and
promises to pay on demand therefor to or to the order of The Corporation of the Town of Essex
(the “Lender”), at 33 Talbot Street South, Essex, Ontario, N8M 1A8, or such other address
within the Province of Ontario as the Lender may specify from time to time, the principal sum of
Two Million, Four Hundred and Seventy-Thousand Dollars and 00/100 Cents (52,470,000.00) of
lawful money of Canada, and to pay simple interest on such principal sum outstanding from time
to time at the fixed rate of 7.25% per annum, calculated yearly from the date of this promissory
note and to pay interest on amounts in default hereunder both before and after judgement at the
same rate.

Subject to the provisions of the Shareholders Agreement (as defined below), interest shall
be paid on each anniversary of the date of this promissory note (provided that if any such day is
not a day on which banks are open for business in Windsor, Ontario, on the immediately
following day on which banks are open for business in Windsor, Ontario) in respect of which
such interest has accrued.

Demand for payment hereunder shall be made by notice in writing to the undersigned at
the last known address of the undersigned setting out details of the amount outstanding and the
appropriate method of payment. Any amounts owing hereunder shall be due and payable seven
(7) days after demand therefor. Upon demand being made hereunder, any interest then accrued
whether or not due and payable shall be deemed to be due and payable.

The undersigned hereby waives diligence, presentment for payment, notice of non-
payment, and notice of protest of this promissory note, and all other notices in connection with
the delivery, acceptance, performance, or enforcement of, or default under this promissory note,
and waives diligence in collection on bringing suit with respect to this promissory note.

This promissory note shall not be assignable, transferable and negotiable by the Lender in
whole or in part, except in accordance with the terms and conditions of that certain amended and
restated sharcholders agreement governing the business and affairs of the undersigned dated
October _2Z ¢, 2002 (the “Shareholders Agreement™).

Demand may be made under this promissory note, and payments shall be made under this
promissory note, only in accordance with sections 2.10 and 2.11 of the Shareholders Agreement.

This promissory note and every part hereof shall be binding upon the undersigned and its
successors and permitted assigns, and shall enure to the benefit of, and be enforceable by, the
Lender and any of its successors and permitted assigns.

The undersigned hereby agrees to pay any and all costs and expenses, including legal
costs on a solicitor and his own client basis, paid or incurred by the Lender in connection with
the enforcement of a default under this promissory note, including without limitation, collecting
amounts payable under this promissory note after they shall become due and payable.



E.L.K. Energy Inc.
EB-2011-0099

Exhibit 5

Tab 1

Appendix 5-A

Page 2 of 22

Filed: September 19, 2012

Original Terms and Conditions TD Commercial Banking Loan (June 5, 2009) and Revised

June 5, 2009

E.L.K. Energy Inc.
172 Forest Avenue

Essex, Ontario, NBM 3E4

Attention: Michael Audet

Amending Agreement (June 22, 2012)

E Commercial Banking

Windsor Commercial Banking Centre
4520 Rhodes Drive, Unit 400
Windsor, Ontario

NBW 5C2

Telephone No.: (519) 945-1092
Fax No.: (519) 945-2442

We are pleased to offer the Borrower the following credit facilities (the "Facilities"), subject to the

following terms and conditions.

BORROWER

LENDER

CREDIT LIMIT

TYPE OF CREDIT

AND BORROWING

OPTIONS

PURPOSE

E.L.K. Energy Inc. (herein called “the Borrower™)

The Toronto-Dominion Bank (the "Bank"), through its Windsor
Commercial Banking Centre branch, in Windsor, Ontario.

1) CDN $8,000,000
2) CDN $3,000,000
3) CDN $732,855

1.2) Committed Revolving Facility available at the Borrower's
option by way of:
+ Fixed Rate Term Loan(s) in CDNS
+ Floating Rate Term Loan(s) available by way of:
+ Prime Rate Based Loans in CDNS ("Prime Based
Loans")
. Bankers Acceptances in CDNS ("B/As")

3) The Bank will make the Facility available by way of:
«  Stand-by Letters of Guarantee in CDNS ("L/IGs")

1) Finance a dividend declaration.

2) To finance capex.

3) Prudential requirements for IESO.
1) Committed.

2} Uncommitted until drawn.

3) Uncommitted
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CONTRACTUAL
TERM 1,2) Up to 10 years from date of drawdown.
RATE TERM
(FIXED RATE
TERM LOAN) 1.2)  Up to 10 years from date of drawdown.
AMORTIZATION 1,2)  Up to 20 years from date of drawdown.
INTEREST RATES
AND FEES Advances shall bear interest and fees as follows:
1,2) Committed Revolving Facility:
If 3 year Committed Term is selected:
» Fixed Rate Term Loan
= Cost of Funds Based Loans: Cost of Funds for the Rate
Term selected by the Borrower + 2.25% per annum, as
set out in the Rate and Payment Terms Nolice
applicable to that Cost of Funds Based Loan
+ Floating Rate Term Loans available by way of:
= Prime Based Loans: Prime Rate + 0.75% per annum
= B/As: Stamping Fee at 2.25% per annum
If 4 - 10 year Committed Term is selected:
« Fixed Rate Term Loan
* Cost of Funds Based Loans: Cost of Funds for the Rate
Term selected by the Borrower + 2.50% per annum, as
set out in the Rate and Payment Terms Notice
applicable to that Cost of Funds Based Loan
» Floating Rate Term Loans available by way of;
* BfAs: Stamping Fee at 2.50% per annum
3) Letters of Cradit:
« L/C's: 0.25% per annum
For all Facilities, interest payments will be made in accordance with
Schedule "A" attached hereto unlass otherwise stated in this Letter or in
the Rate and Payment Terms MNotice applicable for a particular
drawdown. Information on interest rate and fee definitions, interest rate
calculations and payment is set out in the Schedule "A"
attached hereto.
ARRANGEMENT

FEE $10,600 - Already paid.
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COMMITMENT
FEE On the third Business Day following the last Business Day of March,

June, September, and December, in each year, the Borrower shall pay
to the Bank a Commitment Fee for the Committed Revolving Facility in
an amount equal to 15 basis points per annum calculated on the daily
average amount of the undrawn portion of the Committed Revolving
Facility during the quarter just ended.

ADMINISTRATION

FEE NIL
RENEWAL FEE NIL
DRAWDOWN 1,2) Multiple draws upon satisfaction of the Disbursement Caonditions.

3) Upon demand by beneficiary.

REPAYMENT AND
REDUCTION OF
AMOUNT OF CREDIT
FACILITY 1,2} 3 Year Committed Facility: Monthly interest only. All amounts
outstanding to be repaid in full on or before the Contractual Term
Maturity Date.
4 -10 Year Committed Facility: Repayment to be set based on a
maximum 20 year amortization. All amounts outstanding will be
repaid on or before the Contractual Term Maturity Date. The details
of repayment and interest rate applicable to such drawdown will be
set out in the "Rate and Payment Terms Notice™ applicable o that
drawdown. Amount repaid can be redrawn.
3)  In full at maturity (maximum 12 month term) or upon draw down
under Letters of Guarantee/Letters of Credit.
PREPAYMENT
1,2)Floating Rate Term Loans - Permitted in whole or in part at any time
and not subject to any prepayment charge or penalty whatsoever,
BiA’s may not be prepaid.
1,2)Fixed Rate Term Loans - Permitted in whole or in part at any time,
subject to payment of a prepayment penalty as set out in Section 4
of Schedule A. B/A’s may not be prepaid.
SECURITY The following security shall be provided, shall, unless otherwise

indicated, support all present and future indebtedness and liability of the
Borrower and the grantor of the security to the Bank including without
limitation indebledness and liability under guarantees, foreign exchange
contracts, cash management products, and derivative confracts, shall be
registered in first position, and shall be on the Bank's standard form,
supported by resolutions and solicitor's opinion, all acceptable to the
Bank:

SECURITY ALREADY ON HAND
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1)  Assignment of Term Deposits and Credit Balances for $926,286
(CAD) issued by E.L.K. Energy Inc. — To be released upon receipt
of Security items #2, #3, and #4.

SECURITY TO BE OBTAINED

Z) First position General Security Agreement issued by E.L.K. Energy
Inc. with Resolution and Sclicitor's Letter of Opinion.

3) Postponement and Assignment of Creditor's Claim for $1,900,000
issued by The Corporation of the Town of Essex (the “Town of
Essex Debt").

4) Evidence of Business Insurance issued by E.L K. Energy Inc.

If a B/A is to be hedged by the Borrower with a Swap Transaction with
the Bank:

5) An Executed ISDA Agreement, supported by a solicitor's letter of
opinion.

6) A resolution authorizing the Borrower to enter into a Swap
Transaction and the ISDA Agreement to incur the indebtedness
hersunder.

All of the above security and guarantees shall be referred to collectively
in this Agreement as "Bank Security”. The Bank undertakes and agrees
that in the event that the Borrower does not draw down under Facility 2
to finance equipment to be acquired in connection with the Smart Meter
Initiative pursuant to the Electricity Act (Ontario) {including requlations
enacted thereunder and any similar federal or provincial legislation, as
each of the foregoing may be amended, restated or re-enacted from
time to time),("Smart Meter Equipment”) that if another lender provides
financing to the Borrower for the Smart Meter Equipment, the Bank (i)
promptly upon request, and the Borrower's presentation of an
executed compliance certificate confirming compliance with all
terms and conditions of credit on a pre and post drawdown basis,
will release and discharge its security interest in the Smart Meter
Equipment, and (ii) notwithstanding any other provision hereof, consents
to the grant of security in the Smart Meter Equipment in favour of the
lender providing such financing to the Borrower for the Smart Meter
Equipment (the Smart Meter Equipment so released from the Bank's
security being referred to herein as the “Excluded Equipment”).

DISBURSEMENT

CONDITIONS The obligation of the Bank to permit any drawdown hereunder is subject
to the Standard Disbursement Conditions contained in Schedule "A"
Plus:

Delivery io the Bank of the following, all of which must be satisfactory to

the Bank:

1) All Security and Documentation to be on hand and in good order
prior to funding.

2) There is no material adverse change in the financial position
condition andfor operations of the Borrower.

3} Proforma Opening Balance Sheet of ELK Energy Inc. post dividend
declaration {re: acquisition of shares by Town of Essex).
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Specific to Facility #2
1) The borrower shall provide an executed compliance certificate
confirming compliance with all terms and conditions on a pre

and post drawdown basis.

REPRESENTATIONS

AND WARRANTIES All representations and warranties shall be deemed to be continually
repeated so long as any amounts remain outstanding and unpaid under
this Agreement or so long as any commitment under this Agreement
remains in effect. The Borrower makes the Standard Representations
and Warranties set out in Schedule "A".

POSITIVE

COVENANTS So long as any amounts remain outstanding and unpaid under this

Agreement or so long as any commitment under this Agreement remains
in effect, the Borrower will and will ensure that its subsidiaries will
observe the Standard Positive Covenants set out in Schedule "A" Plus:

1) Compliance with all applicable environmental regulations at all
times.

2) Compliance with all contractual obligations and laws, including
payment of taxes, at all times.

3) Borrower remains in the regulated business of eleciricity disiribution
and maintaining all requisite licenses to do so.

4) Compliance with all terms of all licenses and immediately advise the
Bank if OEB shall notify the Borrower of a default under a license or
if the license is amended, cancelled, suspended, or revoked (any of
such circumstances will be an event of default.)

5) Maintain adequate insurance including Liability coverage.

6) All existing indebtedness (beyond that permitted under financial
covenants below) is held directly or indirectly on an unsecured basis
with no acceleration restrictions outlined under Negative Covenants
below.

7} Compliance with Affiliate Relationship Code.

8) File all CEB rate submissions as outlined in threa year business
plan.

8) Borrower to advise the bank, in advance, of any change in
ownership and consent will nat be reasonably withheld by the Bank.

Reporting Covenants:

1) The Borrower is to provide Audited annual financial statements
within 120 days of each fiscal year end.

2) Borrower is 1o provide annual 3 year business plan within 120 days
of each fiscal year end, including income statement, balance shest,
statement of changes in financial position, and capital expenditure
schedule,

3) Borrower to provide most recent OEB rate submission and SQI
{Service Quality Index), if applicable.

NEGATIVE
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COVENANTS Sao long as any amounts remain outstanding and unpaid under this
Agreermnent or so long as any commitment under this Agreement remains
in effect, the Borrower will and will ensure that its subsidiaries will
observe the Standard Negative Covenants set out in Schedule "A”, In
addition the Borrower will not and will ensure that its subsidiaries will not:

1} No change in the status of the Borrower as a Local Distribution
Company.

2) Distributions/Dividends are limited to {EBITDA-Interest-Cash Taxes-
Unfunded Capital Expenditures (net of contributed capital}-Principal
Payments on Long Term Debt (if any)}. Providing Interest Coverage
Ratio is met, and no other defaull has occurred. Note: One-time
exception permitted for the $8,000,000 dividend that is to be
financed by Facility #1.

3) No repayment of shareholder debt, beyond the permitted
distributions outlined above, without the Bank's prior written
consent.

4) Mo investments, mergers, amalgamations or consolidating without
the Bank's prior consent.

5) Negative Pledge on assets, except with respect to the Excluded
Equipment.

6) Mo additional debt, including guarantees (beyond that authorized
under Permitted Liens, subject to a maximum, in aggregate, of
CAD%$3,500,000) without the Bank's written consent.

PERMITTED LIENS Permitted Liens as referred to in Schedule "A" are:

a) Forthe Borrower: $500,000 including any capital leases and
Purchase Money Security Interest liens;

b} Liens in respect to the Town of Essex Debt;

¢) Liens for taxes, assessments or governmental charges not due or
delinquent or the validity of which are being contested in good faith;

d} Liens for any judgements contested in good faith;

e) Statutory liens

f)  Undetermined or inchoate liens which have not at such time been
filed and are being contested in good faith;

g) Warehouse, construction, carrier liens incurred in ordinary course of
business; and

h) Liens in respect of the Excluded Equipment, subject to a maximum,
in aggregate, of $3,000,000.

FINANCHAL
COVENANTS The Borrower agrees at all times to:

a) Borrower is to maintain & Minimum Interest Coverage Ratio (ICR) of
1.50x. (Tested Annually)
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ICR is defined as: (EBITDA -40% of CAPEX (net of contributed
capital) — cash taxes/Total Cash Interest Expenses (i.e. net of
accrual of any shareholder debt interest.

Note: If borrower elects to begin repayment of facility #1, the above
covenant would be amended as follows:

Borrower is to maintain a Minimum Debt Service Coverage of 1.20x,
defined as: (EBITDA-40% of CAPEX (net of coniributed capital)-
cash taxes/Mandatory Principal Repayment + Total Cash Interest
Expenses (i.e. net of accrual of any shareholder debt interest).
(Tested on a Rolling 4 Quarter Basis)

b) Maintain a maximum Total Interest Bearing Debt to Capitalization
ratio of 0.60x. (Tested Annually)

Total Interest bearing debt to include all interest bearing third party
debt and unpostponed promissory notes.

Capitalization is defined as Total Interest Bearing Debt +
Shareholder’s Equity + Contributed Capital + Preference Share
Capital — Goodwill — Intangibles.

The Bank may accelerate the payment of principal and interest under
any committed credit facility hereunder and cancel any undrawn portion
of any committed credit facility hereunder, at any time after the
occurrence of any one of the Standard Events of Default contained in
Schedule "A" Plus:

1) Any change in legislation or regulation of the electrical distribution
business in Ontario which renders any material provision of this
Agreement unenforceable.

2) Loss of QEB license.

For purposes of Section 10(h) in Schedule A, the Cross Default
Threshold is $500,000.

As at the date of this Agreement, the following uncommitted ancillary
products are made available. These products may be subject to other
agreements.

1) TD Visa Business card (or cards) for an aggregate amount of
§15,000.
2} Certain treasury products, such as interest rate swaps.

The Borrower agrees that treasury products will be used to hedge its risk
and will not be used for speculative purposes.
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STANDARD

TERMS AND
CONDITIONS Schedule "A" sets out the Standard Terms and Conditions ("Standard Terms

and Conditions") which apply to these credit facilities. The Standard Terms
and Conditions, including the defined terms set out therein, form part of this
Agreement, unless this letter states specifically that one or mare of the
Standard Terms and Conditions do not apply or are modified.

We trust you will find these facilities helpful in meeting your ongoing financing requirements. We ask
that if you wish to accept this offer of financing (which includes the Standard Terms and Conditions),
please do so by signing and returning the attached duplicate copy of this letter to the undersigned.

This offer will expire if not accepted in writing and received by the Bank on or before June 30, 2009.

Yours truly,

THE TORONTO-DOMINION BANK

A i

Marc Mundy /" LouDiPets 1
Relationship Mana ——— — —" Manager, Commercial Credit

TO THE TORONTO-DOMINION BANK:

E.L.K. Energy Inc. hereby accepts the foregoing offer this %5~ 7 day of ?é; A, 2009,
The Borrower confirms that, except as may be set out above, the credit facility(ies) detailed herein shall

not be used by or on behalf of any third party.

i,—'ﬁ_-h"\__ ‘HH_""T‘:-—-__L
) S
AT & A T--J‘LJ—,,-L_/';.__" /é..é-/vf.w /éﬂ—f,’. AR q
Signature Signature
) . - ; _ -
frz i Frem s . d{-f/:lut Knrwcaive &re. re; Vice -fPivasn

Print Name & Position Print Name & Position
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SCHEDULE A
STANDARD TERMS AND CONDITIONS

1. INTEREST RATE DEFINITIONS
Prime Rate means the rate of interest per annum (based on a 365/366 day year) established and

reported by the Bank to the Bank of Canada from time to time as the reference rate of interest for
determination of interest rates that the Bank charges to customers of varying degrees of
creditworthiness in Canada for Canadian dollar loans made by it in Canada.

The Stamping Fee rate per annum for CDN$ B/As is based on a 365/366 day year and the Stamping
Fee is calculated on the Face Amount of each B/A presented to the Bank for acceptance. The
Stamping Fee rate per annum for US$ B/As is based on a 360 day year and the Stamping Fee is
calculated on the Face Amount of each B/A presented to the Bank for acceptance.

LIBOR means the rate of interest per annum (based on a 360 day year) as determined by the Bank
(rounded upwards, if necessary to the nearest whole multiple of 1/16th of 195) at which the Bank may
make available United States dollars which are obtained by the Bank in the Interbank Euro Currency
Market, London, England at approximately 11:00 a.m. (Toronto time)} on the second Business Day
before the first day of, and in an amount similar to, and for the period similar to the interest period of,

such advance.

USBER means the rate of interest per annum (based on a 365/366 day year) established by the Bank
from time to time as the reference rate of interest for the determination of interest rates that the Bank
charges to customers of varying degrees of creditworthiness for US dollar loans made by it in

Canada.

Any interest rate based on a period less than a year expressed as an annual rate for the purposes of
the Interest Act (Canada) is eguivalent to such determined rate multiplied by the actual number of
days in the calendar year in which the same is to be ascertained and divided by the number of days

in the period upon which it was based.

2. INTEREST CALCULATION AND PAYMENT
Interest on Prime Based Loans and USBR Loans is calculated daily and payable monthly in arrears
based on the number of days the subject loan is outstanding unless otherwise provided in the Rate

and Payment Terms Motice.

The Stamping Fee is calculated based on the amount and the term of the B/A and payable upon

acceptance by the Bank of the B/A. The net proceeds received by the Borrower on a B/A advance will
be equal to the Face Amount of the B/A discounted at the Bank's then prevailing B/A discount rate for
CDNS$ B/As or USS B/As as the case may be, for the specified term of the B/A less the Stamping Fee.

Interest on LIBOR Loans is calculated and payable on the earlier of contract maturity or quarterly in
arrears, for the number of days in the LIBOR interest period.

L/C and L/G fees are payable at the time set out in the Letter of Credit Indemnity Agreement
applicable to the issued LIC or L/G.

Interest on Fixed Rate Term Loans is compounded monthly and payable monthly in arrears unless
otherwise provided in the Rate and Payment Terms Motice.

Interest is payable both before and after maturity or demand, default and judgment.
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Each payment under this Agreement shall be applied first in payment of costs and expenses, then
interest and fees and the balance, if any, shall be applied in reduction of principal.

All overdue amounts of principal and interest and all amounts outstanding in excess of the Credit
Limit shall bear interest from the date on which the same became due or from when the excess was
incurred, as the case may be, until the date of payment or until the date the excess is repaid at 21%
per annum, or such lower interest rale if the Bank agrees to a lower interest rate in writing. Nothing in
this clause shall be deemed to authorize the Borrower to incur loans in excess of the Credit Limit.

3. DRAWDOWN PROVISIONS

Prime Based and USBR Loans

There is no minimum amount of drawdown by way of Prime Based Loans and USBR Loans, except
as stated in the section of the Agreement titled "Business Credit Services Agreement”, if that section
of the Agreement has not been deleted. The Borrower shall provide the Bank with 3 Business Day's
notice of a requested Prime Based Loan or USBR Loan over $1,000,000.

BiAs
The Borrower shall advise the Bank of the requested term or maturity date for BfAs issued hereunder.

The Bank shall have the discretion to restrict the term or maturity dates of BfAs. In no event shall the
term of the B/A exceed the Contractual Term Maturity Date. The minimum amount of a drawdown by
way of B/As is §1,000,000 and in multiples of $100,000 thereafier. The Borrower shall provide the
Bank with 3 Business Day's notice of a requested B/A drawdown.

The Borrower shall pay to the Bank the full amount of the B/A at the maturity date of the B/A.

The Borrower appoints the Bank as its attormey to and authorizes the Bank to (i) complete, sign,
endorse, negotiate and deliver B/As on behalf of the Borrower in handwritten form, or by facsimile or
mechanical signature or otherwise, (i) accept such B/As, and (jii) purchase, discount, and/or
negotiate BiAs.

LIBOR
The Borrower shall advise the Bank of the requested LIBOR contract maturity period. The Bank shall

have the discretion to restrict the LIBOR contract maturity. In no avent shall the term of the LIBOR
contract exceed the Contractual Term Maturity Date. The minimum amount of a drawdown by way of
a LIBCR Loan is $1,000,000, and shall be in multiples of $100,000 thereafter. The Borrower will
provide the Bank with 3 Business Day's notice of a requested LIBOR Loan.

LIC andjor LIG
The Bank shall have the discretion to restrict the maturity date of L/Gs or L/Cs.

B/A - Prime Conversion

The Borrower will provide the Bank with at least 3 Business Days notice of its intention either to
convert a B/A to a Prime Based Loan or vice versa, failing which, the Bank may decline to accept
such additional B/As or may charge interest on the amount of Prime Based Loans resulting from
maturity of B/As at the rate of 115% of the rate applicable to Prime Based Loans for the 3 Business
Day period immediately following such maturity. Thereafter, the rate shall revert to the rate applicable

to Prime Based Loans.

Notice

Prior to each drawdown and at least 10 days prior to each Rate Term Maturity, the Borrower will
advise the Bank of its selection of drawdown options from those made available by the Bank. The
Bank will, after each drawdown, other than drawdowns by way of BA, LIBOR Loan or under the
operating loan, send a Rate and Payment Terms Notice to the Borrower.
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4. PREPAYMENT
(a) 10% Prepayment Option Chosen. If the Bormower has elected a 10% Prepayment Option for a

Facility the following shall apply to all Fixed Rate Loans made under that Facility. Each
calendar year, ("Year"), the Borrower may prepay in one lump sum, once each Year, an
amount outstanding under a Fixed Rate Term Loan not exceeding 10% of the original amount
of the Fixed Rate Term Loan being prepaid, upon payment of all interest accrued to the date of
prepayment ("Prepayment Date") without paying any prepayment charge, provided that an
Event of Default has not occurred. This privilege is not cumulative from Year to Year.

(b)  10% Prepayment Option Not Chosen or Borrower Prepaying More than 10%. During each
Year, the Borrower may, provided that an Event of Default has not occurred:

(i) if it has not chosen the 10% Prepayment Option, prepay all or any part of the principal
then ocutstanding under Fixed Rate Term Loans, or,

(ii}) if it has chosen the 10% Prepayment Option, prepay more than 10% of the original
amount of the Fixed Rate Term Loan being prepaid, in any Year,

in either case, upon payment of all interest accrued to the Prepayment Date and prepayment charges
equal to the greater of;

(a) three months' interest on the amount of the prepayment (and in the case where the Borrower
has chosen the 10% Prepayment Option, the amount of prepayment is the amount of
prepayment exceeding the 10% limit) using the interest rate applicable to the Fixed Rate Term

Loan being prepaid; and
(b)  the Interest Rate Differential, being the amount by which:

the total amount of interest on the amount of the prepayment using the interest rate
applicable to the Fixed Rate Term Loan being prepaid calculated for the period of time
equal to the Remaining Term, exceeds

the total amount of interest on the amount being prepaid using the interest rate applicable
to a fixed rate termn loan that the Bank would make fo a barrower for a comparable facility
on the Prepayment Date, calculated for the period of time from the Prepayment Date unil
the Rate Term Maturity Date for the Fixed Rate Term Loan being prepaid ("Remaining

Term").

5. STANDARD DISBURSEMENT CONDITIONS
The obligation of the Bank to permit any drawdowns hereunder at any time is subject to the following

conditions precedent:
a) The Bank shall have received the following documents which shall be in form and substance

satisfactory to the Bank:

i} A copy of a duly executed resolution of the Board of Directors of the Borrower
empowering the Borrower to enter into this Agreement;

ii) A copy of any necessary government approvals authorizing the Borrower to enter into
this Agreement;

iii) All of the Bank Security and supporting resolutions and solicitors' letter of apinion
required hereunder,

iv} The Borrower's compliance certificate certifying compliance with all terms and conditions
hereunder;

v} all operation of account documentation; and

vi) For drawdowns under the Facility by way of LIC or /G, the Bank’s standard form Letter
of Credit Indemnity Agreement
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b} The representations and warranties contained in this Agreement are correct.

c) Mo event has occurred and is continuing which constitutes an Event of Default or would
constitute an Event of Default, but for the requirement that notice be given or time elapse or
both.

d) The Bank has received the arrangement fee payable hereunder (if any) and the Borrower has

paid all legal and other expenses incurred by the Bank in connection with the Agreement or
the Bank Security.

6. STANDARD REPRESENTATIONS AND WARRANTIES

The Borrower hereby represents and warrants, which representations and warranties shall be
deemed to be continually repeated so long as any amounts remain outstanding and unpaid under this
Agreement or so long as any commitment under this Agreement remains in effect, that:

a) The Borrower is a duly incorporated corporation, a limited partnership, partnership, or sole
proprietorship, duly organized, validly existing and in good standing under the laws of the
jurisdiction where the Branch/Centre is located and each other jurisdiction where the
Borrower has property or assets or carries on business and the Borrower has adequate
corporate power and authority to carry on its business, own property, borrow monies and
enter into agreements therefore, execute and deliver the Agreement, the Bank Security, and
documents required hereunder, and observe and perform the terms and provisions of this
Agreement,

b) There are no laws, statutes or regulations applicable to or binding upon the Borrower and no
provisions in its charter documents or in any by-laws, resolutions, contracts, agreements, or
arrangements which would be contravened, breached, violated as a result of the execution,
delivery, performance, observance, of any terms of this Agreement.

c) No Event of Default has occurred nor has any event occurred which, with the passage of time
or the giving of notice, would constitute an Event of Default under this Agreement or which
would constitute a default under any other agreement.

d) There are no actions, suits or proceedings, including appeals or applications for review, or
any knowledge of pending actions, suits, or proceedings against the Borrower and its
subsidiaries, before any court or administrative agency which would result in any material
adverse change in the property, assets, financial condition, business or operations of the
Borrower,

e) All material authorizations, approvals, consents, licenses, exemptions, filings, registrations
and other requirements of governmental, judicial and public bodies and authorities required to
carry on its business have been or will be obtained or effected and are or will be in full force
and effect.

f} The financial statements and forecasts delivered to the Bank fairly present the present

financial position of the Borrower, and have been prepared by the Borrower and its auditors

in accordance with Canadian Generally Accepted Accounting Principles consistently applied.

All of the remittances required to be made by the Borrower to the federal government and all

provincial and municipal governments have been made, are currently up to date and there

are no outstanding arrears. Without limiting the foregoing, all employee source deductions

(including income taxes, Employment nsurance and Canada Pension Plan), sales taxes

(both provincial and federal), corporate income taxes, corporate capital taxes, payroll taxes

and worker's compensation dues are currently paid and up fo date.

g)

7. STANDARD POSITIVE COVENANTS

So long as any amounts remain oulstanding and unpaid under this Agreement or so long as any

commitment under this Agreement remains in effect, the Borrower will, and will ensure that its

subsidiaries and each of the Guarantors will:

a) Pay all amounts of principal, interest and fees on the dates, times and place specified herein,
under the Rate and Payment Terms Motice, and under any other agreement between the
Bank and the Borrower.
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b} Advise the Bank of any change in the amount and the terms of any credit arrangement made
with other lenders or any action taken by another lender 1o recover amounts outstanding with
such other lender,

c) Advise promplly after the happening of any event which will result in a material adverse
change in the financial condition, business, operations, or prospects of the Borrower or the
occurrence of any Event of Default or default under this Agreement or under any cther
agreement for borrowed money.

d) Do all things necessary to maintain in good standing its corporate existence and preserve

and keep all material agreements, rights, franchises, licenses, operations, contracts or other

arrangements in full force and effect.

Take all necessary actions to ensure that the Bank Security and its obligations hereunder will

rank ahead of all other indebtedness of and all other security granted by the Borrower except

in respect of the Excluded Equipment.

f} Pay all taxes, assessments and government charges unless such taxes, assessments, or
charges are being contested in good faith and appropriate reserves shall be made with funds

set aside in a separate trust fund.

€)

a) Provide the Bank with information and financial data as it may request from time to time.
h}) Maintain property, plant and equipment in good repair and working condition.
i} Inform the Bank of any actual litigation and furnish the Bank with copies of details of any

litigation or other proceedings, which might materially affect the financial condition, business,
operations, or prospects of the Borrower.

i) Provide such additional security and documentation as may be required from time to time by
the Bank or its solicitors.,

k) Continue to carry on the business currently being carried on by the Borrower its subsidiaries
and each of the Guarantors at the date hereof,

1} Maintain adequate insurance on all of its assets, undertakings, and business risks.

m) Permit the Bank or its authorized representatives full and reasonable access to its premises,

business, financial and computer records and allow the duplication or extraction of pertinent

information therefrom and
n) Comply with all applicable laws.

8. STANDARD NEGATIVE COVENANTS

So long as any amounts remain outstanding and unpaid under this Agreement or so long as any

commitment under this Agreement remains in effect, the Borrower will not and will ensure that its

subsidiaries and each of the Guarantors will not:

a) Create, incur, assume, or suffer to exist, any mortgage, deed of trust, pledge, lien, security
interest, assignment, charge, or encumbrance (including without limitation, any conditional
sale, or other title retention agreement, or finance lease) of any nature, upon or with respect
to any of its assets or undertakings, now owned or hereafter acquired, except for those
Permitted Liens, if any, set out in the Letter.

b) Create, incur, assume or suffer fo exist any other indebtedness for borrowed money (except
for Town of Essex Debt and indebtedness resulting from Permitted Liens, if any) or guarantee
or act as surety or agree to indemnify the debts of any other Person.

c) Merge or consolidate with any other Person, or acquire all or substantially all of the shares,
assels or business of any other Person.
d) Sell, lease, assign, transfer, convey or otherwise dispose of any of its now owned or hereafter

acquired assets (including, without limitation, shares of stock and indebtedness of
subsidiaries, receivables and leasehold interests), except for inventory and obsolete
equipment and fixtures disposed of in the ordinary course of business.

e) Terminate or enter into a surrender of any lease of any property mortgaged under the Bank
Security.
f) Cease to carry on the business currently being carried on by each of the Borrower, its

subsidiaries, and the Guarantors at the date hereof.
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q) Permit any change of ownership or change in the capital structure of the Borrower other than
the incorporation of a holding company to hold all of the shares in the Borrower.

9. ENVIRONMENTAL
The Borrower represents and warrants (which representation and warranty shall continue throughout

the term of this Agreement) that the business of the Borrower, its subsidiaries and each of the
Guarantors is being operated in compliance with applicable laws and regulations respecting the
discharge, omission, spill or disposal of any hazardous materials and that any and all enforcement
actions in respect thereto have been clearly conveyed to the Bank.

The Borrower shall, at the request of the Bank from time to time, and at the Borrower's expense,
obtain and provide to the Bank an environmental audit or inspection report of the property from

auditors or inspectors acceptable to the Bank.

The Barrower hereby indemnifies the Bank, its officers, directors, employees, agents and
shareholders, and agrees to hold each of them harmless from all lass, claims, damages and
expenses (including legal and audit expenses) which may be suffered or incurred in connection with
the indebtedness under this Agreement or in connection with the Bank Security,

10. STANDARD EVENTS OF DEFAULT

The Bank may accelerate the payment of principal and interest under any committed credit facility
hereunder and cancel any undrawn portion of any committed credit facility hereunder, at any time
after the occurrence of any one of the following Events of Default:

a) Non-payment of principal outstanding under this Agreement when due or non-payment of
interest or fees outstanding under this Agreement within 3 Business Days of when due.

b} If any representation, warranty or statement made hereunder or made in connection with the
execution and delivery of this Agreement or the Bank Security is false or misleading at any
time.

c) If there is a breach or non-performance or non-observance of any term or condition of this

Agreement or the Bank Security and, if such default is capable to being remedied, the default
continues unremedied for 5 Business Days after the occurrence.

d) If the Borrower, any one of its subsidiaries, or, if any of the Guarantors makes a general
assignment for the benefit of creditors, files or presents a petition, makes a propesal or
commits any act of bankruptcy, or if any action is taken for the winding up, liquidation or the
appointment of a liquidator, trusiee in bankruptcy, custodian, curator, sequestrator, receiver
or any other officer with similar powers or if a judgment or order shall be entered by any court
approving a petition for reorganization, arrangement or composition of or in respect of the
Borrower, any of its subsidiaries, or any of the Guarantors or if the Borrower, any of its
subsidiaries, or any of the Guarantors is insolvent or declared bankrupt other than any
bankruplcy or insolvency proceeding instituted by a third party against the Undersigned which
is being diligently contested by the Borrower in good faith and which shall have been
vacated, lifted, discharged or stayed in within forty-five days after having been instituted.

e) It there exists a voluntary or involuntary suspension of business of the Baorrower, any of its
subsidiaries, or any of the Guarantors.

f) If action is taken by an encumbrancer against the Borrower, any of its subsidiaries, or any of
the Guarantors to take possession of property or enforce proceedings against any assets.

q) If any final judgment for the payment of monies is made against the Borrower, any of its

subsidiaries, or any of the Guarantors and it is not discharged within 30 days from the
imposition of such judgment.

h) If there exists an event, the effect of which with lapse of time or the giving of notice, will
constitute an event of default or a default under any other agreement for borrowed money in
excess the Cross Default Threshold entered into by the Borrower, any of its subsidiaries, or
any of the Guarantors.
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i) If the Bank Security is not enforceable or if any party to the Bank Security shall dispute or
deny any liability or any of its obligations under the Bank Security.

i If, in the Bank's determination, a material adverse change occurs in the financial condition,
business operations or prospects of the Borrower.

11. ACCELERATION

If the Bank accelerates the payment of principal and interest hereunder, the Borrower shall
immediately pay to the Bank all amounts outstanding hereunder, including without limitation, the
amount of unmatured B/As and LIBOR Loans and the amount of all drawn and undrawn L/Gs and
L/Cs. All reasonable cost to the Bank of unwinding LIBOR Loans and all reasonable loss suffered by

the Bank in re-employing amounts repaid will be paid by the Borrower.

12. CURRENCY INDEMNITY

USS loans must be repaid with USS and CDN$ loans must be repaid with CON$ and the Borrower
shall indemnify the Bank for any loss suffered by the Bank if US$ loans are repaid with CDNS or vice
versa, whether such payment is made pursuant to an order of a court or otherwise.

13. TAXATION ON PAYMENTS
All payments made by the Borrower to the Bank will be made free and clear of all present and future

taxes (excluding the Bank's income taxes), withholdings or deductions of whatever nature. If these
taxes, withholdings or deductions are required by applicable law and are made, the Borrower, shall,
as a separate and independent obligation, pay to the Bank all additional amounts as shall fully
indemnify the Bank from any such taxes, withholdings or deductions.

14. REPRESENTATION
Mo representation or warranty or other statement made by the Bank concerning any of the credit

facilities shall be binding on the Bank unless made by it in writing as a specific amendment to this
Agreement.

15. ADDED COST
If the introduction of or any change in any present or future law, regulation, treaty, official or unofficial

directive, or regulatory requirement, (whether or not having the force of law) or in the interpretation or

application thereof, relates to:

i) the imposition or exemption of taxation of payments due to the Bank or on reserves or
deemed reserves in respect of the undrawn portion of any Facility or loan made available
hereunder; or,

i} any reserve, special deposit, regulatory or similar requirement against assets, deposits, or
loans or other acquisition of funds for loans by the Bank; or,

iii) the amount of capital required or expected to be maintained by the Bank as a result of the
existence of the advances or the commitment made hereunder:

and the result of such occurrence is, in the sole determination of the Bank, to increase the cost of the
Bank or to reduce the income received or receivable by the Bank hereunder, the Borrower shall, on
demand by the Bank, pay to the Bank that amount which the Bank estimates will compensate it for
such additional cost or reduction in income and the Bank's estimate shall be conclusive, absent

manifest error.
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16. EXPENSES

The Borrower shall pay, within 5 Business Days following notification, all reasonable fees and
expenses (inciuding but not limited to all legal fees) incurred by the Bank in connection with the
preparation, registration and ongoing administration of this Agreement and the Bank Security and
with the enforcement of the Bank's rights and remedies under this Agreement and the Bank Security
whether or not any amounis are advanced under the Agreement. These fees and expenses shall
include, but not be limited, to all outside counsel fees and expenses and all in-house legal fees and
expenses, if in-house counsel are used, and all outside professional advisory fees and expenses. The
Borrower shall pay interest on unpaid amounts due pursuant to this paragraph at the All-In Rate plus

2% per annum.

17. NON WAIVER
Any failure by the Bank to object to or take action with respect to a breach of this Agreement or any

Bank Security or upon the occurrence of an Event of Default shall not constitute a waiver of the
Bank's right to take action at a later date on that breach. No course of conduct by the Bank will give
rise to any reasonable expectation which is in any way inconsistent with the terms and conditions of
this Agreement and the Bank Security or the Bank's rights thereunder,

18. EVIDENCE OF INDEBTEDNESS

The Bank shall record on its records the amount of all Ioans made hereunder, payments made in
respect thereto, and all other amounts becoming due to the Bank under this Agreement. The Bank's
records constitute, in the absence of manifest error, conclusive evidence of the indebtedness of the
Borrower fo the Bank pursuant fo this Agreement.

The Borrower will sign the Bank's standard form Letter of Credit Indemnity Agreement for all L/Cs and
LiIGs issued by the Bank.

With respect to chattel mortgages taken as Bank Security, this Agreement is the Promissory Note
referred to in same chattel mortgage, and the indebtedness incurred hereunder is the true

indebtedness secured by the chattel mortgage.

19. ENTIRE AGREEMENTS

This Agreement replaces any previous letter agreements dealing specifically with terms and
conditions of the credit facilities described in the Letter. Agreements relating to other credit facilities
made available by the Bank continue to apply for those other credit facilities. This Agreement, and if
applicable, the Letter of Credit Indemnity Agreement, are the entire agreements relating to the
Facilities described in this Agreement.

20. ASSIGNMENT
Prior to the occurrence of an Event of Default, the Bank shall not assign all or part of this Agreement

except with the written consent of the Borrower, After the occurrence of an Event of Default the Bank
may assign or grant participation in all or part of this Agreement or in any loan made hereunder
without the Borrower's consent.

The Borrower may not assign or transfer all or any part of its rights or obligations under this
Agreement,

21. RELEASE OF INFORMATION

The Borrower hereby irrevocably authorizes and directs the Borrower's accountant, (the
"Accountant”) to deliver all financial statements and other financial information concerning the
Borrower to the Bank and agrees that the Bank and the Accountant may communicate directly with

each ather,
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22. FX CLOSE OUuT

The Borrower hereby acknowledges and agrees that in the event any of the following oceur: (i)
Default by the Borrower under any forward foreign exchange contract {"FX Contract"); (i) Default by
the Borrower in payment of monies owing by it to anyone, including the Bank; (iii) Default in the
performance of any other obligation of the Borrower under any agreement to which it is subject; or (iv)
the Borrower is adjudged to be or voluntarily becomes bankrupt or insolvent or admits in writing to its
inability to pay its debts as they come due or has a receiver appointed over its assets, the Bank shall
be entitled without advance notice to the Borrower to close out and terminate ail of the outstanding
FX Contracts entered into hereunder, using normal commercial practices employed by the Bank, to
determine the gain or loss for each terminated FX contract. The Bank shall then be entitied to
calculate a net termination value for all of the terminated FX Contracts which shall be the net sum of
all the losses and gains arising from the termination of the FX Contracts which net sum shall be the
"Close Qut Value" of the terminated FX Contracts. The Borrower acknowledges that it shall be
required to forthwith pay any positive Close Out Value owing to the Bank and the Bank shall be
required to pay any negative Close Out Value owing to the Borrower, subject to any rights of set-off to

which the Bank is entitled or subject.

23. SET-OFF
In addition to and not in limitation of any righis now or hereafler granted under applicable law, the

Bank may at any time and from time to time without notice to the Borrower or any other Person, any
natice being expressly waived by the Borrower, set-off and compensate and apply any and all
deposits, general or special, time or demand, provisional or final, matured or unmatured, in any
currency, and any other indebtedness or amount payable by the Bank (irrespective of the place of
payment or booking office of the obligation), to or for the credit or for the Borrower's account,
including without limitation, any amount owed by the Bank to the Borrower under any FX Contract or
other treasury or derivative product, against and on account of the indebtedness and liability under
this Agreement notwithstanding that any of them are contingent or unmatured or in a different
currency than the indebtedness and liability under this Agreement.

When applying a deposit or other obligation in a different currency than the indebtedness and liability
under this Agreement to the indebledness and liability under this Agreement, the Bank will convert
the deposit or other obligation to the currency of the indebtedness and liability under this Agreement
using the Bank's noon spot rate of exchange for the conversion of such currency.

24. USE OF INFORMATION
The word "Information" means the Borrower's business and credit information and the Guarantor's

personal, business and credit information. It includes information provided to the Bank by the
Borrower and Guarantors, including through the products and services the Borrower and
Guarantor(s) uses, and information obtained from others.

The Borrower and the Guarantor agree to the use of its Information as follows:

(i) Use of Information - The Bank may use Information to establish and serve the Borrower as its
customer, determine whether any products or services of the TD Bank Financial Group are suitable
for the Borrower and offer them to the Borrower, or when required or parmitted by law. The Bank may
share Information within the TD Bank Financial Group where permitted by law;

(i) Collection and Use of Credit Information - THE BANK MAY OBTAIN INFORMATION FROM
PARTIES OUTSIDE THE TD BANK FINANCIAL GROUP, INCLUDING THROUGH A CREDIT
CHECK, AND VERIFY INFORMATION WITH THEM. THE BORROWER AND THE GUARANTOR
AUTHORIZE THOSE PARTIES TO GIVE THE BANK INFORMATION. The Bank may disclose
Information to other lenders and credit bureaus.

The Borrower and the Guarantor may obtain the Bank's Privacy Code - "Protecting Your Privacy” or
review its options for refusing or withdrawing this consent, including its option not to be contacted
about offers of products or services, by contacting the Branch or calling the Bank at 1-800-9TD
BANK.
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25. MISCELLANEOUS

i) The Borrower has received a signed copy of this Agreement;

ii) If more than one Person, firm or corporation signs this Agreement as the Barrower, each
party is jointly and severally liable hereunder, and the Bank may require payment of all
amounts payable under this Agreement from any one of them, or a portion from each, but the
Bank is released from any of its obligations by performing that obligation to any one of them;

it} Accounting terms will (to the extent not defined in this Agreement) be interpreted in
accordance with accounting principles established from time to time by the Canadian Institute
of Chartered Accountants (or any successor) consistently applied, and all financial
statements and information provided to the Bank will be prepared in accordance with those

principles;

iv) This Agreement is governed by the law of the Province or Territory where the Branch/Centre
is located.

v) Unless stated otherwise, all amounts referred to herein are in Canadian dollars

26. DEFINITIONS

Capitalized Terms used in this Agreement shall have the following meanings:

"All-In Rate” means the greater of the Interest Rate that the Borrower pays for Prime Based Loans
(which for greater certainty includes the percent per annum added to the Prime Rate) or the highest
fixed rate paid for Fixed Rate Term Loans.

"Agreement” means the agreement between the Bank and the Borrower set out in the Letter and this
Schedule "A" - Standard Terms and Conditions.

"Business Day" means any day (other than a Saturday or Sunday) that the Branch/Centre is open for
business.

"Branch/Centre" means The Toronto-Dominion Bank branch or banking centre noted on the first page
of the Letfer, or such other branch or centre as may from time to time be designated by the Bank.

"Contractual Term Maturity Date” means the date set out in the Letter under the heading "Confractual

Term".

“Electricity Act” means the Electricity Act (Ontario), including regulations enacted thereunder
and any similar federal or provincial legislation, as each of the foregoing may be amended,
restated or re-enacted from time to time.

“Excluded Equipment” has the meaning attributed to such term under the heading “Security
To Be Obtained”.

“Face Amount" means, in respect of;

(i) a B/A, the amount payable to the holder thereof an its maturity;

{ii) A L/C or LIG, the maximum amount payable to the beneficiary specified therein or any other
Person to whom payments may be required to be made pursuant to such /G or L/G.

"Fixed Rate Term Loan"means any drawdown in Canadian dollars under a Credit Facility at an
interest rate which is fixed for a Rate Term at such rate as is determined by the Bank as its sole

discretion,

“Inventory Value"” means, at any time of determination, the total value (based on the lower of cost or
market) of the Borrower's inventorias that are subject to the Bank Security (other than (i) those
inventories supplied by trade creditors who at that time have not been fully paid therefore and would
have a right to repossess all or part of such inventories if the Borrower were then either bankrupt or in
receivership, (ii) those inventories comprising work in process and {iii) those inventories that the Bank
may from time to fime designate in its sole discretion) minus the total amount of any claims, liens or
encumbrances on those inventories having or purporting to have priority over the Bank.




E.L.K. Energy Inc.
EB-2011-0099

Exhibit 5

Tab 1

Appendix 5-A

Page 20 of 22

Filed: September 19, 2012

"Letter” means the letter from the Bank to the Barrower to which this Schedule "A" - Standard Terms
and Conditions is attached.

"Letter of Credit™ or "L/C" means a documentary letter of credit or similar instrument in form and
substance satisfactory to the Bank.

“Letter of Guarantee” or "L/G" means a stand-by letter of guarantee or similar instrument in form and
substance satisfactory to the Bank,

“Person” includes any individual, sole proprietorship, corporation, partnership, joint venture, trust,

unincorporated association, association, institution, entity, party, or government (whether national,
federal, provincial, state, municipal, city, county, or otherwise and including any instrumentality,
division, agency, body, or department thereof).

"Purchase Money Securify Interest” means a security interest on equipment which is granted to a
lender or to the seller of such equipment in order to secure the purchase price of such equipment or a
loan to acquire such equipment, provided that the amount secured by the security interest does not
exceed the cost of the equipment, the Borrower provides written notice to the Bank prior to the
creation of the security interest, and the creditor under the security interest has, if requested by the
Bank, entered into an inter-creditor agreement with the Bank, in a format acceptable to the Bank.

"Rate Term" means that period of time as selected by the Borrower from the options offered o it by
the Bank, during which a Fixed Rate Term Loan will bear a particular interest rate. If no Rate Term is
selected, the Borrower will be deemed to have selected a Rate Term of 1 year.

"Rate Term Maturity” means the last day of a Rate Term which day may never exceed the
Contractual Term Maturity Date,

"Rate and Payment Terms Notice” means the natice sent by the Bank setting out the interest rate and
payment terms for a particular drawdown,

"Recefvable Value" means, at any time of determination, the total value of those of the Borrower's
trade accounts receivable that are subject to the Bank Security other than (i) those accounts then
outstanding for 90 days, {ii} those accounts owing by Persons, firms or corporations affiliated with the
Borrower, (iii) those accounts that the Bank may from time to time designate in its sole discretion, (iv)
those accounts subject to any claim, liens, or encumbrance having or purperting to have priority over
the Bank, (v) those accounts which are subject to a claim of set-off by the obligor under such account,
MINUS the total amount of all claims, liens, or encumbrances on those receivables having or

purporting to have priority over the Bank.
"Receivables/inventory Summary™ means a summary of the Customer's trade account receivables
and inventories, in form as the Bank may require and certified by a senior officer/representative of the
Borrower.

‘US$ Equivalent” means, on any date, the equivalent amount in United States Dollars after giving effect to
a comversion of a specified amount of Canadian Dollars to United States Dollars at the Bank's noon spot
rate of exchange for Canadian Dollars to United States Dollars established by the Bank for the day in

question.
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Commercial Banking

Windsor Commercial Centre
156 Oueliette Ave, Suite 200

Windsor, ON A, e S
NIA 144 f’/( e
Telephone No.. 519 945-1937 Jisne I 04

Fax No.: 518 945-2442
June 22, 2012

E.Lk. Energy Inc.
172 Forest Ave, Essex,ON, NBM 3E4

The following amending agreement (the "Amending Agreement”) amends the terms and conditions of the credit
facilities (the "Facilities") provided to the Borrower pursuant to the Agreement dated June 5, 2009 and the
subsequent Amending Agreement(s) dated May 17, 2011

BORROWER E.Lk. Energy Inc. (ihe "Bomower"}

LENDER The Toronto-Dominion Bank (the "Bank"), through its Windsor Commercial Centre
branch, in Windsor, ON.

CREDIT LIMIT 1) CAD $£200.000 $5,600,000

2) CAD $3:300.000 $5,400,000
3) CAD $1254.081 $1,456,626

CONTRACTUAL :
TERM 1) 3 year committed tamm chosen maturing Jupred2-2042 Juna 12, 2015
RATE TERM

(FIXED RATE

TERM LOAN) 1)  Maturing-June-14-2011 Rate Term to be renewed at prevailing interest rates
for 1 year following exacution of this Amending Agreement.

DRAWDOWN 2) Multiple draws upon satisfaction of Disbursement Conditions. In the avent
Facility #2 is drawn to repay outstanding on Facility #1, the resulting
aggregated borrowing Is to fall within a 20 year amortization.

DISBURSEMENT

CONDITIONS Specific to Facility #3

1) Increase and lssuance of the incremental letter of credit is'subject to
execution of this Amending Agreement and internal board approval.

POSITIVE

COVENANTS

N B‘-otrmm'lnoideﬂ

year proposed I;l:dgatwltiiln 120 days of each fiscal year end.
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EINANCIAL

COVENANTS The Borrower agrees at all times to:
Borrower is to maintain a Minimum Debt Service Coverage of 1.20x defined
as: (EBITDA-40% of CAPEX (net of contributed capital) — cash
taxes/Mandatory Principal Repayment + Total Cash Interest Expenses (l.e.
net of accrual of any shareholder debt interest). (Tested on an annual
hasis Rolling 4 Quarier Basis)

c ED L Ll -

STANDARD

TERMS AND

CONDITIONS Schedule "A" sets out the Standard Terms and Conditions ("Standard Terms and

Conditions") which apply to these credit facilities. The Standard Terms and
Conditions, including the defined terms set out therein, form part of this
Agresment, unless this letter states specifically that one or maore of the Standard
Terms and Conditions do not apply or are modified.

We ask that the Bormower acknowledge agreement to these amendments by signing and returning the attached
duplicate copy of this Amending Agreement to the undersigned on or before July 8, 2012.

Yours truly,

TORONTO-DOMINION BANK ;-
David Titn Kawalel/
Relationship Manager Manager Commercial Credit
TO THE TORONTO-DOMINION BANK: A )
E.Lk. Energy Inc. hereby accepts the foregoing offer this Jf day of T #ac , 2012. The Bomower

confirms that, except as may be set out above, the credit facility(ies) detailed herein shall not be used by aron
behalf of any third party.

Signature I
Hop) MeDER 7T rdot A e
F&r‘intﬂame&fgmm Aorir ﬁ/ Print Name & Position

a9 Sdie
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REVENUE DEFICIENCY - OVERVIEW:

E.L.K.'s net revenue deficiency is $547,231 and when grossed up for PILs E.L.K.'s revenue
deficiency is $703,483. This deficiency is calculated as the difference between the 2012 Test
Year Revenue Requirement of $4,539,680 and the Forecast 2012 Test Year Revenue, based
on the 2011 approved rates, at $3,836,197. Table 6-1 on the following page provides the
revenue deficiency calculations.

Revenue Requirement:
E.L.K.’s Revenue Requirement consists of the following:
- Administrative & General, Billing & Collecting Expense
- Operation & Maintenance Expense
- Depreciation Expense
- Property Taxes
- PILs

- Deemed Interest & Return on Equity

E.L.K.’s revenue requirement is primarily received through electricity distribution rates and is
offset by revenue from OEB-approved specific service charges, late payment charges, and

other miscellaneous revenues.



Table 6.1 Revenue Deficiency

E.L.K.Energy Inc.
Revenue Deficiency Determination

Description

2012 Test
Existing Rates

2012 Test -
Required Revenue

Revenue
Rewvenue Deficiency
Distribution Revenue
Other Operating Revenue (Net)
Total Revenue

Costs and Expenses
Administrative & General, Billing & Collecting
Operation & Maintenance
Depreciation & Amortization
Property Taxes
Other - LEAP program
Deemed Interest
Total Costs and Expenses

Utility Income Before Income Taxes

Income Taxes:
Corporate Income Taxes
Total Income Taxes

Utility Net Income

Capital Tax Expense Calculation:
Total Rate Base
Exemption
Deemed Taxable Capital
Ontario Capital Tax

Income Tax Expense Calculation:
Accounting Income
Tax Adjustments to Accounting Income
Taxable Income
Income Tax Expense
Tax Rate Refecting Tax Credits

Actual Return on Rate Base:
Rate Base

Interest Expense
Net Income
Total Actual Return on Rate Base

Actual Return on Rate Base

Required Return on Rate Base:
Rate Base

Return Rates:
Return on Debt (Weighted)
Return on Equity

Deemed Interest Expense
Return On Equity
Total Return

Expected Return on Rate Base

Revenue Deficiency After Tax
Revenue Deficiency Before Tax

703,483
3,156,142 3,156,142
680,055 680,055
3,836,197 4,539,680
1,860,472 1,860,472
746,000 746,000
975,107 975,107
23,000 23,000
38 38
212,518 212,518
3,817,135 3,817,135
19,062 722,545
82,346 238,598
82,346 238,598
-63,284 483,947
13,266,094 13,266,094
0 0
13,266,094 13,266,094
0 0
19,062 722,545
351,682 351,682
370,744 1,074,227
82,346 238,598
22.21% 22.21%
13,266,094 13,266,094
212,518 212,518
-63,284 483,947
149,234 696,465
1.12% 5.25%
13,266,094 13,266,094
2.67% 2.67%
9.12% 9.12%
212,518 212,518
483,947 483,947
696,465 696,465
5.25% 5.25%
547,231 0
703,483 0
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COST DRIVERS ON REVENUE DEFICIENCY

E.L.K. notes that there are four main contributors to the revenue deficiency of $703,483 for the
2012 Test Year:

e The first results from increases in the 2012 revenue requirement from the inclusion of
costs associated with smart meters in the 2012 rate base and OM&A expenses.

e The second relates to costs in 2012 for two additional staff members, being the
replacement for the Director of Finance and one new staff position, a financial analyst,
created to assist with increased work load due to Green Energy initiatives and the
MDMI/R process.

e The third reflects cost increases from 2010 in order to maintain the overhead and

underground system.

e The fourth contributor is costs incurred by E.L.K. for assistance in the preparation and

support of this application.

The following table outlines the costs associated with the four contributors. In total, they exceed

the revenue deficiency.

e Impact of smart meters on 2012 revenue requirement $268,416
(2012 revenue requirement from smart meter model)

e 2012 Increase in payroll and benefits $213,039
(Exhibit 4, Table 4.15 Cost Driver Table)

¢ Change in overhead and underground maintenance expenses from $177,296
2011 to 2012 (Exhibit 4.15 Cost Driver Table)

e Y4 0f the costs to prepare and support this application $73.175

(Exhibit 4, Table 4.17 Regulatory Costs)
Total $731,926
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COST ALLOCATION OVERVIEW:
Introduction:

On September 29, 2006, the Board issued its directions on Cost Allocation Methodology for
Electricity Distributors (the “Directions”). On November 15, 2006, the Board issued the Cost
Allocation Information Filing Guidelines for Electricity Distributors (“the Guidelines”), the Cost
Allocation Model (the “Model”) and User Instructions (the “Instructions”) for the Model. E.L.K.
prepared a cost allocation information filing consistent with E.L.K.’s understanding of the

Directions, the Guidelines, the Model and the Instructions.

One of the main objectives of the filing was to provide information on any apparent cross-
subsidization among a distributor’'s rate classifications. It was felt that this would give an
indication of cross-subsidization from one class to another and this information would be useful

as a tool in future rate applications.

On September 2, 2010, the Board began a proceeding, EB-2010-0219, with the mandate to
review and revise the existing Cost Allocation policy as needed. On March 31, 2011, the Report
of the Board was released in relation to EB-2010-0219. In the letter accompanying the Report,
the Board indicated that a Working Group would be formed to revise the original Cost Allocation
Model to address the revision highlighted in the March 31%' Report. On August 5, 2011, the
Board released the new Cost Allocation model and instructed 2012 Cost of Service filers to use
the revised model in their applications. In the March 31% Board Report, the Board stated that
“default weighting factors should now be utilized only in exceptional circumstances”.
Distributors are therefore now expected to develop their own weighting factors.

For the purposes of this Application, E.L.K. has used the 2012 version of the cost allocation
model and submitted the revised cost allocation study to reflect 2012 test year costs, customer
numbers and demand values. The 2012 demand values are based on the weather normalized
load forecast used to design rates. E.L.K. has developed weighting factors as outlined below

based on discussions with staff experienced in the subject area.
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Table 7-1: Service Weighting Factors

Rate Class Factor
Residential 1.0
General Service < 50 kW 1.9
General Service 50 to 4,999 kW 1.9
Street Lighting 0.7
Sentinel Lighting 0.8
Unmetered Scattered Load 0.7
Embedded Distributor (Hydro One 0

Billing and Collection (Accounts 5315 — 5340, except 5335)

Table 7-2: Billing Weighting Factors

Rate Class Factor
Residential 1.0
General Service < 50 kW 1.0
General Service 50 to 4,999 kW 18.0
Street Lighting 15.3
Sentinel Lighting 1.0
Unmetered Scattered Load 1.0
Embedded Distributor (Hydro One 18.0

Meter Capital (Sheet 17.1)

Table 7-3: Meter Capital Installation Costs
Meter Type Installation Cost per Meter
Smart Meter - Residential $77.13
Smart Meter - General Service < 50 kW $150.77
Demand with IT and Interval Capability - Secondary $2,100
Demand with IT and Interval Capability - Primary $10,000
Meter Reading (Sheet 17.2)

Table 7-4: Meter Reading Weighting Factor

Meter Type Factor

Smart Meter 1

GS - Vehicle with other services 3

Interval Meter 49
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SUMMARY OF RESULTS AND PROPOSED CHANGES:

The data used in the updated cost allocation study is consistent with E.L.K.’s cost data that
supports the proposed 2012 revenue requirement outlined in this Application. Consistent with
the Guidelines, E.L.K.'s assets were broken out into primary and secondary distribution
functions using breakout percentages consistent with the original cost allocation informational
filing. The breakout of assets, capital contributions, depreciation, accumulated depreciation,
customer data and load data by primary, line transformer and secondary categories were
developed from the best data available to E.L.K., its engineering records, and its customer and

financial information systems. The cost allocation study has been included in Appendix 7-A.

Capital contributions, depreciation and accumulated depreciation by USo0A is consistent with the
information provided in the 2012 continuity statement shown in Exhibit 2. The rate class
customer data used in the updated cost allocation study is consistent with the 2012 customer
forecast outlined in Exhibit 3. Except for the Embedded Distributor— Hydro One class, the load
profiles for all other rate class are the same as those used in the original information filing but
have been scaled to match the load forecast. The following table outlines the scaling factors
used by rate class.

Table 7-5: Load Profile Scaling Percentages
2004 Weather 2012
Normal
Weather .
Values used Scaling
Rate Class : . Normal
in Original Factor
Filing Values
KWh
(kwh) ( )
Residential 75,584,844 93,093,255 123.2%
General Service < 50 kW 45,080,345 31,699,824 70.3%
General Service 50 to 4,999 kW 69,650,366 71,176,063 102.2%
Street Lighting 2,268,132 1,916,371 84.5%
Sentinel Lighting 160,889 4,024 2.5%
Unmetered Scattered Load 283,513 187,863 66.3%
Total 193,028,087 | 198,077,400 102.6%
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For the Embedded Distributor (Hydro One), the load data from the 2012 load forecast was used
to define the 12 NCP and the 12 CP since it was assumed the Hydro One load would directly
impact the system peak for E.L.K.. The 4 NCP and the 4 CP amounts are the 12 NCP and 12
CP values divided by 3. The 1 NCP and the 1 CP amounts are the 12 NCP and 12 CP values
divided by 12.

The allocated cost by rate class from the original cost allocation study and the 2012 updated
study are provided in the following Table 7-6.

Table 7-6: Allocated Cost - (Consistent with Appendix 2-O: Allocated Costs)
Original Cost Cost

Rate Class ctormational|  ® |mtnezorz| %

Filing Study
Residential $1,974,479 56.1% $2,934,673 64.6%
General Service < 50 kW $893,142 25.4% $670,596 14.8%
General Service 50 to 4,999 kW $625,968 17.8% $552,897 12.2%
Street Lighting $21,752 0.6% $195,061 4.3%
Sentinel Lighting $1,937 0.1% $607 0.0%
Unmetered Scattered Load $1,951 0.1% $4,807 0.1%
Embedded Distributor - Hydro One $181,038 4.0%
Total $3,519,229 100.0% $4,539,680 100.0%

The results of a cost allocation study are typically presented in the form of revenue-to-cost
ratios. The ratio is shown by rate classification and is the percentage of distribution revenue
collected by rate classification compared to the costs allocated to the classification. The
percentage identifies the rate classifications that are being subsidized and those that are over-
contributing. A percentage of less than 100% means the rate classification is under-contributing
and is being subsidized by other classes of customers. A percentage of greater than 100%
indicates the rate classification is over-contributing and is subsidizing other classes of

customers.
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In the March 31, 2011 Report of the Board on Cost Allocation released in relation to EB-2010-
0219, the Board established what it considered to be the appropriate ranges of revenue-to-cost
ratios. Those are summarized in Table 7-7 below. In addition, Table 7-7 provides E.L.K.'s
revenue-to-cost ratios from its original cost allocation informational filing, the updated 2012 cost

allocation study and the proposed 2012 to 2014 ratios.

Table 7-7 Revenue to Cost Ratios - (Consistent with Appendix 2-O: Revenue to Cost Ratios)
- 2012
Ozl?éncjti?)?ft Updated Board
Class Informational Cost 2012 2013 2014 Targets
Filin Allocation | Proposed Proposed Proposed | Min to Max
9 Study Ratios Ratios Ratios
Residential 111.4% 102.4% 102.4% 102.4% 102.4% |85.0% [115.0%
General Service <50 kW 28.7% 52.3% 80.0% 80.0% 80.0% 80.0% [120.0%
General Service 50 to 4,999 kW 169.6% 194.4% 120.0% 120.0% 120.0% |80.0% [120.0%
Street Lighting 12.8% 10.9% 76.6% 76.6% 76.6% 70.0% [120.0%
Sentinel Lighting 43.1% 20.4% 80.0% 80.0% 80.0% 80.0% [120.0%
Unmetered Scattered Load 896.5% 75.5% 80.0% 80.0% 80.0% 80.0% [120.0%
Embedded Distributor - Hydro One 46.6% 100.0% 100.0% 100.0% |85.0% [115.0%

E.L.K. is proposing in this Application to re-align its revenue-to-cost ratios by adjusting the
allocations of revenue among rate classes in order to be within the Board's target range and to
ensure the Embedded Distributor (Hydro One) is paying for 100% of the cost assigned to that
class. In addition, an adjustment is made to increase the ratio for the Street Lighting class above

the Board’s minimum value of the target range in order to maintain revenue neutrality.

The following table 7-8 provides information on calculated class revenue. The resulting 2012
proposed base revenue will be the amount used in Exhibit 8 to design the proposed distribution

charges in this Application
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Table 7-8 Calculated Class Revenue - (Consistent with Appendix 2-O: Calculated Class

Revenue)
2012
Proposed
2012 Base Base 2012
Revenue at Revenue | Proposed |Miscellaneous
Class L
Existing Allocated at Base Revenue
Rates Existing Revenue
Rates
Proportion
Residential $2,074,165 | $2,536,483 | $2,536,483 $468,428
General Service < 50 kW $215,076 $263,014 | $448,761 $87,716
General Service 50 to 4,999 kW $811,082 $991,866 $580,640 $82,837
Street Lighting $856 $1,047 $129,221 $20,225
Sentinel Lighting $42 $51 $413 $72
Unmetered Scattered Load $2,449 $2,994 $3,210 $636
Embedded Distributor - Hydro One $52,472 $64,168 $160,897 $20,141
Total $3,156,142 | $3,859,625 | $3,859,625 $680,055
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— Sheet 16.2 Customer Data Worksheet - Initial Application
H 3 7 3 ] 10
- Unmetered Embedded

D Tolal Residentlal G5 <50 GE>50-Regular Street Light Sentinel 5 rec Load Distributor
Billing Data
Bad Debt 3 Year Historlcal Average BOHA ZS3ETT 51,643 0 =0 50
Late Payment 3 Year Historical Average LPHA 33388 517,265 SZ2AM S1z2
MNumbear of s CNB 135,445 120,281 14,574 1122 12 29 384 43
Number of Devices bl T 32
MNumber of Connections [Unmeterad) CCON 840 2.801 T 32
Tiotal Mumibar of CUStamens CCA 11,335 10,023 1,214 93 4
[S0F Cosomer Base TCEB
Prmary CUsiemer Base TP ]
Line Transformer Customes Base CCLT =
Secandary CLEtmeT Sase CCE -
Welghtad - Sendces CWC3S 1.851 ] Z
Tielged Meter Capual CWHIC £ ~ ~
Telgned WEeEr Readng CWHR - - - -
Welghted Bilis CWNE 2573 X 28 S84 BEG

Bad Debt Data

Historie Year: &

009

Historic Year: 2010
Historic Year: 2011

Three-year average

253 566

183,350 4,828

312,515

253 ITT 1,643 = - - = =
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Hon-co-Incidont Pook Indhoator
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12 NCF NCP 13
1 r 3 T L] 9 10
; : Unmetcred Embedded
Enstomer Classes Total Residomtiad G5 <50 BE>50-Roguior Shreed Light Scntinc] Scaftrred Load Distrit
I w3 =
1CP
Transformasion CF TCP 7.356 7.6 dan1 - - ) 8,004
Suiie Deireery &F BCH A T 5,441 - - ] 8004
Tom= Sytem CF CPY I 3= 75 5437 - - ]! B0
4CP
Transiomation CF TCPe B 32T az.507 41,287 : £ fic] Eraiyld
Bl Deireery TF ECFL B 321 aa,.5ay 17,287 = = rii} de e
Toil Sytem TP OCFE B T Pl ) AT 8T - - s} JEE
12CP
Transformation CF TCP12 157,583 77024 118,242 2,388 5 73 38 fas
Sulle Deiteery L BCP12 157 585 T4, D2k LR F 2388 5 fir] HE0aE
Toml Syiem TF | ECded o I TS/ o8F 74, 02E LR E:- W T HE 5 FIE] TEEE
e s L= =T
1 NCP
Clasoiraann MUF fom
Load Dt Frovider DNCF1 62 M7 27,385 11,012 15,12 2 1 3B B 00
[ Fnmary o PRCHTY GL0 porc iy T1.HE 2,1 B T L] B
Lz T ransonner M- LT 44 B FiE 11,02 5,55y [T 1 35
Teconcary NLF SNCRT 31, 5rd e r T 7,02 2 %] 225 1 7]
4 NCP
Ciazsiradon MCF fom
Load Diata Provider DeCra E3imx 2201 57,443 1.784 F 138 Zme
Primary NCF FNCF4 E5313 471 57443 1704 £ 13 3ZmeE
[ Lne Transonmer MCF CTRCFL EERESEY EFRIGR] 2 T.784 E T3
Seconcary NCF L5 Gl er EERE Y PR My -1 - EE-]
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2asoiradon MLCF rom
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Instructions:

Please see the first tab in this workbook for detailed instructions

{ Class Revenue, Cost Analysis, and Return on Rate Base

Rate Base
Assets
crev
mi

di
cu
ad
dep
INPUT
INT

NI

dp

gp

accum dep
co

CoP

Distribution Revenue at Existing Rates
Miscellaneous Revenue (mi)

Total Revenue at Existing Rates

Factor required to recover deficiency (1 + D)
Distribution Revenue at Status Quo Rates
Miscellaneous Revenue (mi)

Total Revenue at Status Quo Rates
Expenses

Distribution Costs (di)

Customer Related Costs (cu)

General and Administration (ad)
Depreciation and Amortization (dep)

PILs (INPUT)

Interest

Total Expenses

Direct Allocation

Allocated Net Income (NI)

Revenue Requirement (includes NI)

Rate Base Calculation
Net Assets

Distribution Plant - Gross
General Plant - Gross
Accumulated Depreciation
Capital Contribution

Total Net Plant

Directly Allocated Net Fixed Assets
Cost of Power (COP)
OM&A Expenses

Directly Allocated Expenses
Subtotal

Working Capital

Total Rate Base

Equity Component of Rate Base

Net Income on Allocated Assets

Net Income on Direct Allocation Assets
Net Income

RATIOS ANALYSIS

REVENUE TO EXPENSES STATUS QUO%

EXISTING REVENUE MINUS ALLOCATED COSTS

STATUS QUO REVENUE MINUS ALLOCATED COSTS

RETURN ON EQUITY COMPONENT OF RATE BASE

E.L.K. Energy Inc.

EB-2011-0099
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1 2 3 7 8 9 10
. . . . Unmetered Embedded
Total Residential GS <50 GS>50-Regular Street Light Sentinel Scattered Load Distributor
$3,156,142 $2,074,165 $215,076 $811,082 $856 $42 $2,449 $52,472
$680,055 $468,428 $87,716 $82,837 $20,225 $72 $636 $20,141
Miscellaneous Revenue Input equals Output
$3,836,197 $2,542,593 $302,791 $893,919 $21,081 $114 $3,085 $72,613
1.2229
$3,859,625 $2,536,483 $263,014 $991,866 $1,047 $51 $2,994 $64,168
$680,055 $468,428 $87,716 $82,837 $20,225 $72 $636 $20,141
$4,539,680 $3,004,911 $350,730 $1,074,703 $21,272 $124 $3,631 $84,309
$706,000 $388,389 $126,579 $93,838 $51,020 $134 $779 $45,261
$815,064 $690,260 $57,920 $63,047 $483 $63 $1,012 $2,278
$1,108,446 $778,855 $137,552 $116,454 $38,596 $144 $1,290 $35,555
$975,107 $543,048 $178,851 $144,456 $54,465 $138 $905 $53,244
$238,598 $136,291 $43,301 $34,473 $12,885 $33 $209 $11,406
$212,518 $121,393 $38,568 $30,705 $11,477 $29 $187 $10,159
$4,055,733 $2,658,236 $582,770 $482,975 $168,926 $540 $4,382 $157,904
$0 $0 $0 $0 $0 $0 $0 $0
$483,947 $276,438 $87,826 $69,922 $26,135 $67 $425 $23,134
$4,539,680 $2,934,673 $670,596 $552,897 $195,061 $607 $4,807 $181,038
Revenue Requirement Input equals Output
$24,753,373 $13,616,167 $4,595,923 $3,653,619 $1,444,277 $3,643 $24,199 $1,415,546
$4,071,411 $2,303,114 $743,519 $590,899 $225,120 $572 $3,690 $204,495
($15,504,990) ($8,401,303) ($2,903,536) ($2,309,397) ($929,004) ($2,334) ($15,731) ($943,686)
($4,223,046) ($2,327,318) ($783,894) ($620,143) ($247,845) ($625) ($4,142) ($239,078),
$9,096,748 $5,190,659 $1,652,011 $1,314,980 $492,549 $1,256 $8,015 $437,277
$0 $0 $0 $0 $0 $0 $0 $0
$25,166,131 $9,718,158 $3,309,197 $7,430,186 $200,053 $420 $19,611 $4,488,505
$2,629,509 $1,857,503 $322,051 $273,340 $90,099 $341 $3,081 $83,095
$0 $0 $0 $0 $0 $0 $0 $0
$27,795,640 $11,575,661 $3,631,248 $7,703,526 $290,152 $761 $22,692 $4,571,599
$4,169,346 $1,736,349 $544,687 $1,155,529 $43,523 $114 $3,404 $685,740
$13,266,094 $6,927,009 $2,196,699 $2,470,509 $536,072 $1,370 $11,419 $1,123,017
Rate Base Input equals Output
$5,306,438 $2,770,803 $878,679 $988,203 $214,429 $548 $4,568 $449,207
$483,947 $346,675 ($232,040) $591,728 ($147,654) ($417) ($752), ($73,595)
$0 $0 $0 $0 $0 $0 $0 $0
$483,947 $346,675 ($232,040)| $591,728 ($147,654) ($417) ($752), ($73,595)
100.00%) 102.39% 52.30%| 194.38% 10.91% 20.35% 75.52% 46.57%|
($703,483) ($392,080)| ($367,805) $341,021 ($173,980) ($493) ($1,722) ($108,425)
Deficiency Input equals Output
$0 $70,238 ($319,866) $521,806 ($173,789) ($484) ($1,177) ($96,729)
9.12%| 12.51%) -26.41% 59.88% -68.86% -76.05% -16.46% -16.38%|
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DISTRIBUTION AND LOW VOLTAGE RATE DESIGN:

This Exhibit documents the calculation of E.L.K.’s proposed distribution rates by rate class for

the 2012 Test Year, based on the rate design as proposed in this Exhibit.

E.L.K. has determined its total 2012 service revenue requirement to be $4,539,680 The total
revenue offsets in the amount of $680,055 reduce E.L.K.’s total service revenue requirement to
a base revenue requirement of $3,859,625 which is used to determine the proposed distribution

rates. The revenue requirement is summarized in the table below:

Table 8-1 Calculation of Base Revenue Requirement
Description Amount
OM&A Expenses $2,629,509
Amortization Expenses $975,107
Regulated Return On Capital $696,465
PlLs $238,598
Service Revenue Requirement $4,539,680
Less: Revenue Offsets $680,055
Base Revenue Requirement $3,859,625

The outstanding base revenue requirement is allocated to the various rate classes using the
proposed revenue to cost ratios outlined in Exhibit 7 — Cost Allocation. The following table

shows how the base revenue requirement has been allocated to the rate classes.

TABLE 8-2 Rate Class Base Revenue Requirement
2012 Base
Rate Classification Revenue
Requirement
Residential $2,536,483
General Service < 50 kW $448,761
General Service 50 to 4,999 kW $580,640
Street Lighting $129,221
Sentinel Lighting $413
Unmetered Scattered Load $3,210
Embedded Distributor - Hydro One $160,897
Total $3,859,625

In this application E.L.K. is seeking approval to establish a new Embedded Distributor rate class

for Hydro One consistent with the approach approved by the Board in EB-2010-0063. In that
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Decision the Board approved Brant County Power’s request as an embedded distributor within
Brantford Power Inc. to be separated as a customer from the General Service > 50 kW rate

class and be classified as a member of a new Embedded Distributor rate class.

With the establishment of the Embedded Distributor class there will only be one customer in the
legacy General Service 50 to 4,999 kW Time of Use class. In order to reduce the administrative
burden of having one customer in a class, E.L.K is seeking approved to harmonize the one
customer in the legacy General Service 50 to 4,999 kW Time of Use class with the projected 92

customers for 2012 in the standard General Service 50 to 4,999 kW class.
Determination of Monthly Fixed Charges:

Based on applying the existing approved monthly service charges to the forecasted number of
customers for 2012 and applying the existing approved distribution volumetric charge excluding
the adjustment for transformation allowance, to 2012 forecasted volumes the following table

outlines E.L.K.’s current split between fixed and variable distribution revenue.

Table 8-3 Current Fixed Variable Split
2012 Fixed 2(.)12 2012 Total
Variable
Base Base . .
. Base Fixed Variable
e Revenue with Revenue
Rate Classification Revenue ) Revenue Revenue
2011 . with 2011 . .
with 2011 Proportion | Proportion
Approved Approved
Approved
Rates Rates
Rates
Residential $1,338,729 $735,437 $2,074,165 64.5% 35.5%
General Service < 50 kW $161,186 $53,890 $215,076 74.9% 25.1%
General Service 50 to 4,999 kW $494,971 $316,110 $811,082 61.0% 39.0%
Street Lighting $336 $520 $856 39.3% 60.7%
Sentinel Lighting $34 $8 $42 80.0% 20.0%
Unmetered Scattered Load $2,129 $319 $2,449 87.0% 13.0%
Embedded Distributor - Hydro One $40,438 $12,035 $52,472 77.1% 22.9%
Total $2,037,823 $1,118,319 | $3,156,142 64.6% 35.4%

E.L.K. submits that it is appropriate for 2012 to maintain the same fixed/variable proportions

assumed in the current rates to all customer classifications.

In its November 28, 2007 Report on Application of Cost Allocation for Electricity Distributors, the
OEB addressed a number of “Other Rate Matters”, including the treatment of the fixed rate
component (the Monthly Service Charge, or ‘MSC’) of the bill. At page 12 of the Report, the

OEB determined that the floor amount for the MSC should be the avoided costs, as that term is
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defined in the September 29, 2006 report of the OEB entitled “Cost Allocation: Board Directions
on Cost Allocation Methodology for Electricity Distributors”. Except for the Sentinel Lighting
class, E.L.K.'s MSCs currently exceeds that floor amount by rate class. For the Sentinel
Lighting class the proposed MSC will exceed the floor amount shown below. The following table
provides the current monthly service charges compared to the floor and ceiling as calculated in

the cost allocation study.

Table 8-4 Monthly Service Charge Information from Cost Allocaiton Model
Customer
2011 Customer |Unit Cost per
Approved Unit Cost month -
Rate Classification Monthly per month - Minimum
Service Avoided System with
Charge Cost PLCC
Adjustment
Residential $11.13 $3.66 $15.81
General Service < 50 kW $11.06 $4.76 $15.83
General Service 50 to 4,999 kW $441.33 $63.05 $127.68
Street Lighting $0.01 ($0.02) $5.78
Sentinel Lighting $0.40 $0.55 $7.19
Unmetered Scattered Load $5.54 $1.99 $8.80
Embedded Distributor - Hydro One $842.45 $22.41 $70.40

Consistent with recent Board Decisions on 2011 cost of service rate applications for Hydro One
Brampton, Kenora Hydro and Horizon Utilities as well as the Board’s Decision on Atikokan
Hydro’s 2012 cost of service application, E.L.K. proposes to maintain the current fixed/variable
proportions for all rate classes in the design of the proposed distribution rates. The following
table provides the calculation of monthly fixed charge assuming the fixed/variable split is

maintained.
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Table 8-5 Proposed Monthly Service Charge
Total Base Fixed Fixed Annualized P'\r/lopcifﬂed
Rate Classification Revenue Revenue Ixe Customers / on . y
. . Revenue . Service
Requirement | Proportion Connections
Charge
Residential $2,536,483 64.5% $1,637,122 120,281 $13.61
General Service < 50 kW $448,761 74.9% $336,319 14,574 $23.08
General Service 50 to 4,999 KW $580,640 61.0% $354,342 1,122 $315.94
Street Lighting $129,221 39.3% $50,727 33,614 $1.51
Sentinel Lighting $413 80.0% $331 84 $3.94
Unmetered Scattered Load $3,210 87.0% $2,791 384 $7.26
Embedded Distributor - Hydro One $160,897 77.1% $123,994 48 $2,583.22
Total $3,859,625 $2,505,625

Proposed Volumetric Charges:

The volumetric distribution charge is calculated by dividing the variable distribution portion of the
base revenue requirement by the appropriate 2012 Test Year usage, kWh or kW, as the class

charge determinant.

The following Table provides E.L.K.'s calculations of its proposed volumetric distribution
charges for the 2012 Test Year which maintains the same fixed/variable split used in designing

the current approved rates.

Table 8-6 Proposed Distribution Volumetric Charge
Proposed
Volumetric
Total Base ) . Annualized . Distribution
Rate Classification Revenue Fixed Variable kWh or kW Unit of Charge
. Revenue Revenue . Measure
Requirement as required before
Transformer
Allowance
Residential $2,536,483 $1,637,122 $899,361 93,093,255 KWh $0.0097
General Service < 50 KW $448,761 $336,319 $112,442 31,699,824 KWh $0.0035
General Service 50 to 4,999 kW $580,640 $354,342 $226,298 194,766 kw $1.1619
Street Lighting $129,221 $50,727 $78,494 5,340 kw $14.6984
Sentinel Lighting $413 $331 $83 11 kw $7.3885
Unmetered Scattered Load $3,210 $2,791 $419 187,863 kWh $0.0022
Embedded Distributor - Hydro One $160,897 $123,994 $36,903 96,049 kw $0.3842
Total $3,859,625 $2,505,625  $1,353,999

Proposed Adjustment for Transformer Allowance:

Currently, E.L.K. provides a Transformer Allowance to those customers that own their
transformation facilities. E.L.K. proposes to maintain the current approved transformer
ownership allowance of $0.60 per kW. The Transformer Allowance is intended to reflect the

costs to a distributor of providing step down transformation facilities to the customer’s utilization
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voltage level. Since the distributor provides electricity at utilization voltage, the cost of this
transformation is captured in and recovered through the distribution rates. Therefore, when a
customer provides its own step down transformation from primary to secondary, it should

receive a credit of these costs already included in the distribution rates.

The amount of the Transformer Allowance expected to be provided to those GS > 50 kW
customers that own their transformers is included in the GS > 50 kW volumetric charge. As a
result, the proposed volumetric charge of $1.1619 per kW for the GS > 50 kW customer class is
increased by $ 0.4140 per kW to include the amount of the Transformer Allowance in the GS >
50 kW class distribution volumetric rate This means the total proposed distribution volumetric
charge for the GS > 50 kW class will be $1.5759.

Proposed Distribution Rates:

The following table sets out E.L.K.'s proposed 2011 electricity distribution rates based on the

foregoing calculations.

Table 8-7 Proposed Distribution Rates
Proposed
Proposed V.olu.met-rlc
. Distribution
e Monthly Unit of .
Rate Classification ) Charge incl
Service Measure
Charge Transformer
9 Allowance
Adjustment
Residential $13.61 kKWh $0.0097
General Service < 50 KW $23.08 kKWh $0.0035
General Service 50 to 4,999 kW $315.94 kw $1.5759
Street Lighting $1.51 kW $14.6984
Sentinel Lighting $3.94 kW $7.3885
Unmetered Scattered Load $7.26 kWh $0.0022
Embedded Distributor - Hydro One $2,583.22 kW $0.3842
Transformer Discount kWh ($0.60)

Determination of Low Voltage Charges:

Consistent with the approach in the Board’s 2006 EDR model, 2012 Low Voltage costs of

$287,404 have been allocated to each rate class based on the proportion of retail transmission
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connection revenue expected to be collected from each class. The amount of forecasted Low
Voltage costs in 2012 is based on E.L.K.’s expected charges from Hydro One for Low Voltage
service which is the average of the 2010 and 2011 total charges. The following table outlines

how the 2012 forecasted charges have been allocated to each rate class.

Table 8-8 Allocation of Low Voltage Charges to Rate Class

Retail
Customer Class Cc-)rr:ir;irt?cl)isggte Basis for Allocation
per KWh |per kW |Allocation ($)|Percentages|Allocated $

Residential 0.0046 427,644 44.76% 128,641
General Service < 50 kW 0.0042 132,676 13.89% 39,911
General Service 50 to 4,999 kW 1.6581 228,193 23.88% 68,643
Street Lighting 1.2827 6,850 0.72% 2,061
Sentinel Lighting 1.3096 15 0.00% 4
Unmetered Scattered Load 0.0042 786 0.08% 237
Embedded Distributor - Hydro One 1.6581 159,261 16.67% 47,908

TOTALS 955,425 100% 287,404

The following table provides the calculation of the Low Voltage rates to be charged to each

class.
Table 8-9 Calculation of Low Voltage Rates by Rate Class
LV Adj. Volumetric| LV/ Adj. LV Adj.
Customer Class Allocated [Calculated kWh |Calculated kW | Rate Type |Rates/kWh |Rates/ kW
Residential 128,641 93,093,255 0 kWh 0.0014
General Service < 50 kW 39,911 31,699,824 0 kWh 0.0013
General Service 50 to 4,999 kW 68,643 71,176,063 137,621 kW 0.4988
Street Lighting 2,061 1,916,371 5,340 kW 0.3858
Sentinel Lighting 4 4,024 11 kW 0.3939
Unmetered Scattered Load 237 187,863 0 kWh 0.0013
Embedded Distributor - Hydro One 47,908 42,996,782 96,049 kw 0.4988
TOTALS 287,404 241,074,182 239,021
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RETAIL TRANSMISSION SERVICE RATES

Electricity distributors are charged the Ontario Uniform Transmission Rates (UTRs) at the
wholesale level and subsequently pass these charges on to their distribution customers through
Retail Transmission Service Rates (RTSRs). For each distribution rate class there are two
RTSRs, one for network and one for connection. The RTSR network charge recovers the UTR
wholesale network service charge, and the RTSR connection charge recovers the UTR
wholesale line and transformation connection charges. Deferral accounts capture timing and
rate differences between the UTR’s paid at the wholesale level and RTSR'’s billed to distribution

customers.

The Board has provided a Microsoft Excel workbook “2012_RTSR_Adjustment_Work_Form”
and instructions for distributors to complete as part of their 2012 electricity rate applications.
E.L.K. has completed this workbook to determine the RTSR’s and has filed the model as part of

this application. Table 8-10 is reproduced from the Board model and indicates the new RTSR’s.

Table 8-10

Proposed 2012 Retail Transmission Service Rates

Proposed RTSR [l Proposed RTS
Network Connection

Residential

kWh $ 0.0058 $ 0.0046
General Service Less Than 50 kW KWh $ 0.0052 $ 0.0042
General Service 50 to 4,999 kW KW $ 2 1567 $ 1.6581
General Service 50 to 4,999 kW -
Time of Use kwW $ - $
Unmetered Scattered Load KWh $ 0.0052 $ 0.0042
Sentinel Lighting KW $ 16349  $ 1.3096
Street Lighting KW $ 16266 S 1.2827
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LOSS FACTOR
DETERMINATION OF LOSS ADJUSTMENT FACTORS:
Total Loss Factor:

E.L.K. has calculated the total loss factor to be applied to customers’ consumption based on the
average wholesale and retail kWh for the years 2007 to 2011. The calculations are summarized
in Table 8-11 below.

Table 8-11
Total Loss Factor Calculations
Calculation for distribution loss adjustment factors Historical Years 5-Year Average
Description 2007 2008 2009 2010 2011

Losses Within Distributor's System
A(1)|"Wholesale" KWh delivered to distributor (higher value) 271,076,220 | 262,640,600 | 248,858,578 | 261,284,908 | 255,035,715 259,779,204
A(2)|"Wholesale" KWh delivered to distributor (lower value) 262,162,689 | 254,004,449 | 240,675,608 | 252,693,334 | 246,649,628 251,237,141
B |Portion of "Wholesale" kWh delivered to distributor for its Large Use Customer(s) -
C [Net "Wholesale" kWh delivered to distributor = A(2) - B 262,162,689 | 254,004,449 | 240,675,608 | 252,693,334 | 246,649,628 251,237,141
D |"Retail" kWh delivered by distributor 257,725,197 | 247,717,037 | 237,106,249 | 228,261,453 | 231,894,181 240,540,824
E |Portion of "Retail' kWh delivered by distributor to its Large Use Customer(s) -
F  |Net "Retail" kWh delivered by distributor = D - E 257,725,197 | 247,717,037 | 237,106,249 | 228,261,453 | 231,894,181 240,540,824
G |Loss Factor in Distributor's system = C / F 101.72% 102.54% 101.51% 110.70% 106.36% 104.45%

Losses Upstream of Distributor's System
H |Supply Facilities Loss Factor 103.40% 103.40% 103.40% 103.40% 103.40% 103.40%

Total Losses
| Total Loss Factor = G x H 1.05 1.06 1.05 114 1.10 1.08

Supply Facility Loss Factor:

The supply facility loss factor (the “SFLF”) calculation is shown in Table 8-12 and represents the
losses on supply to E.L.K. The SFLF is calculated on the measured quantities between the
transformer stations and the wholesale meter points. The SFLF is used in the calculations of

the total loss factor above based on the 2007 to 2011 averages.

Table 8-12
Supply Facility Loss Factor
Description 2007 2008 2009 2010 2011 TOTAL
"Wholesale" kwWh IESO With Losses 271,076,220 | 262,640,600 | 248,858,578 | 261,284,908 | 255,035,715 | 1,298,896,022
"Wholesale" kWh IESO No Losses 262,162,689 | 254,004,449 | 240,675,608 | 252,693,334 | 246,649,628 | 1,256,185,707
Supply Facility Loss Factor 1.034 1.034 1.034 1.034 1.034 1.034

Total Loss Factor by Class:
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Table 8-13 sets out the class-specific Loss Factors used by E.L.K. in the calculation of

commodity and other non-distribution charges.

Table 8-13
Total Loss Factor by Class

Total Utility Loss Adjustment Factor LAF

Supply Facility Loss Factor 1.034

Distribution Loss Factor

Distribution Loss Factor- Secondary Metered Customer <5,000 kW 1.044
Distribution Loss Factor- Primary Metered Customer <5,000 kW 1.034

Total Loss Factor
Total Loss Factor- Secondary Metered Customer <5,000 kW 1.080
Total Loss Factor- Primary Metered Customer <5,000 kW 1.069
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Materiality Analysis on Distribution Losses:

E.L.K.’s Distribution Loss Adjustment factor is 4.4%. Pursuant to the Filing Requirements, as
the Distribution Loss Adjustment factor is less than 5%, E.L.K is not required to provide an

explanation of, or justification for, its loss adjustment factor.
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LOST REVENUE ADJUSTMENT MECHANISM ("LRAM")

In this application E.L.K. is only seeking LRAM recovery associated with savings from Ontario
Power Authority (OPA) provincial programs that E.L.K. participated in from 2006 to 2010.
However, E.L.K. is not seeking recovery of LRAM or amounts from the Shared Savings

Mechanism for Third Tranche programs.

E.L.K. participated in a number of OPA provincial programs from 2006 to 2010. CDM
activities related to these OPA-sponsored programs has resulted in forgone revenues of
$75,207 plus interest to September 2012 of $5,328 for E.L.K. E.L.K. is seeking to recover
this lost revenue through LRAM in its 2011 rates. The detailed calculations supporting the
forgone revenue are provided in Appendix 8-A. Appendix 8-A also provides information on
the savings by program by year on a gross and net basis and outlines the free ridership
percentage. The information on the level of achieved savings used in Appendix 8-A was
provided by the OPA in its Final 2010 CDM Summary Results report dated November 14,
2011.

The Board outlined the LRAM processes in the March 28, 2008 Guidelines for Electricity
Distributor Conservation and Demand Management EB-2008-0037) (“CDM Guidelines”). The
CDM Guidelines were applied to the preparation of this requested LRAM recovery. LRAM
calculations are made from the energy savings data from measured CDM program results as
applied to the affected rate class for OPA programming, which represents the lost revenue to
the distributor and may be claimed under LRAM. This request for LRAM compensation is part
of E.L.K.’s 2012 rate application and is based on its 2006 to 2010 inclusive CDM results for
OPA programs initiated in 2006 to 2010.

LRAM was calculated as the product of the demand/energy savings by customer class and
the Board-approved variable distribution charge appropriate to each respective class (net of
Regulatory Asset Recovery rate riders). For the purposes of this request, E.L.K. has assumed

only OPA sponsored program are eligible for LRAM.

LRAM amounts were identified by rate class consistent with the CDM Guidelines for OPA
programs that impacted revenues from 2006 to 2010. No forecast or other adjustment for the

effects of CDM programs was made to the load quantities used in the preparation of E.L.K.'s
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rate cases forecast assumed in E.L.K.'s 2006 to 2010 distribution rates. The entire actual
load reduction achieved by the OPA sponsored programs is subject to LRAM treatment. All

results are net of free ridership.

Appendix 8-A summarizes the CDM load impacts by program and rate class and the resultant
revenue impacts. The lost revenue from the sum of all OPA programs is $75,207 plus interest
to September 2012 of $5,328 for a total claim of $80,535. The following Table 8-14 provides a
summary of LRAM calculations and rate riders by rate class. E.L.K. is requesting a one-year
rate rider for the LRAM.

Table 8-14
LRAM Rate Rider Calculation by Rate Class

2012
Proposed

Total LRAM Billing LRAM
LRAM Rate Rider LRAM Interest Claim Determinant | UOM Rider
Residential $59,641 $4,225 $63,866 93,093,255 kWh 0.0007 | ($/kWh)
General Senice Less Than 50 kW $4,865 $345 $5,210 31,699,824 kWh 0.0002 | ($/kWh)
General Senice 50 to 4,999 kW - $10,700 $758 $11,458 137,621 kW 0.0833 | ($/kwW)
Total $75,207 $5,328 $80,535
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2011

This schedule supersedes and replaces all previously

approved schedules of Rates, Charges and Loss Factors
EB-2010-0126

RESIDENTIAL SERVICE CLASSIFICATION

This classification refers to a service which is less than 50 kW supplied to a single family dwelling unit that is for
domestic or household purposes, including seasonal occupancy. At E.L.K.'s discretion, residential rates may be
applied to apartment buildings with & or less units by simple application of the residential rate or by blocking the
residential rate by the number of units. Further servicing details are available in the distributor's Conditions of
Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code or
Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

Mo rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Distributor's Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commedity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be charged

by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges for Ministry
of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge 5 11.13
Smart Meter Funding Adder — effective until April 30, 2012 5 1.45
Rate Rider for Recovery of Late Payment Penalty Litigation Costs — effective until April 30, 2012 3 013
Distribution Volumetric Rate HKWh 0.0079
Low Voltage Service Rate SV 0.0016
Rate Rider for DeferraliVariance Account Disposition (2011) — effective until April 30, 2012 3/KWh 0.0086
Retail Transmission Rate — Network Service Rate S/KWh 0.0057
Retail Transmission Rate — Line and Transformation Connection Service Rate S/KWh 0.0045

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate 3/KWh 0.0052
Rural Rate Protection Charge FMWh 0.0013
Standard Supply Service — Administrative Charge (if applicable) 3 0.25
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2011

This schedule supersedes and replaces all previously
approved schedules of Rates, Charges and Loss Factors
EB-2010-0126

GENERAL SERVICE 50 to 4,999 kW SERVICE CLASSIFICATION

This classification applies to a non residential account whose average monthly maximum demand used for billing
purposes is equal to or greater than, or is forecast to be equal to or greater than, 50 kW but less than 5,000 k\W.
Further servicing details are available in the distributor's Conditions of Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code or
Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

Mo rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Distributor’'s Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be charged

by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges for Ministry
of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge .1 436.99
Smart Meter Funding Adder — effective until April 30, 2012 -1 1.45

Rate Rider for Recovery of Late Payment Penalty Litigation Costs — effective until April 30, 2012 3 759

Distribution Volumetric Rate SKW 2.8308
Low Voltage Service Rate KW 05822
Rate Rider for Deferralariance Account Disposition (2011) — effective until Apnl 30, 2012 W 59562
Retail Transmission Rate — Network Service Rate SKW 21237
Retail Transmission Rate — Line and Transformation Connection Service Rate KW 16243

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate 5/KWh 0.0052
Rural Rate Protection Charge Wh 0.0013
Standard Supply Service — Administrative Charge (if applicable) 5 025
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2011

This schedule supersedes and replaces all previously

approved schedules of Rates, Charges and Loss Factors
EB-2010-0126

GENERAL SERVICE 50 to 4,999 kW TIME-OF-USE SERVICE
CLASSIFICATION

This classification applies to a non residential account whose average monthly maximum demand used for billing
purposes is equal to or greater than, or is forecast to be equal to or greater than, 50 kW but less than 5,000 kW and
that are currently classified as Time of Use. Further servicing details are available in the distributor's Conditions of
Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code or
Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

Mo rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Distributor's Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be charged
by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges for Ministry
of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge 3 B42.45
Smart Meter Funding Adder — effective until April 30, 2012 5 1.45

Rate Rider for Recovery of Late Payment Penalty Litigation Costs — effective until April 30, 2012 5 7.58

Distribution Volumetric Rate 3w 0.1253
Low Voltage Service Rate SKW 0.6632
Rate Rider for Deferral/Variance Account Disposition (2011) — effective until April 30, 2012 SKW 0.0658
Retail Transmission Rate — Network Service Rate — Interval Metered SKW 2.2528
Retail Transmission Rate — Line and Transformation Connection Service Rate — Interval Metered SKW 1.7964

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate 5/KWh 0.0052
Rural Rate Protection Charge HHKWh 0.0013
Standard Supply Service — Adminisirative Charge (if applicable) 3 0.25
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2011

This schedule supersedes and replaces all previously
approved schedules of Rates, Charges and Loss Factors
EB-2010-0126

UNMETERED SCATTERED LOAD SERVICE CLASSIFICATION

This classification applies to an account whose average monthly maximum demand is less than, or is forecast to be
less than, 50 kW and the consumption is unmetered. Such connections include cable TV power packs, bus shelters,
telephone booths, fraffic lights, railway crossings, etc. The level of the consumption will be agreed to by the
disfributor and the customer, based on detailed manufacturer information/documentation with regard to electrical
consumption of the unmetered load or periodic monitoring of actual consumption. E.L.K. is not in the practice of
connecting new unmetered scattered load services. Further servicing details are available in the distributor's
Conditions of Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code or
Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

Mo rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Distributor's Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be charged

by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges for Ministry
of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge (per connection) 5 5.54

Rate Rider for Recovery of Late Payment Penalty Litigation Costs — effective until April 30, 2012 3 0.04

Distribution Volumetric Rate 5/KWh 0.0017
Low Voltage Service Rate 3/Wh 0.0014
Rate Rider for Deferral™ariance Account Disposition (2011) — effective until April 30, 2012 5/MWh 0.0001
Retail Transmission Rate — Network Service Rate 3/KWh 0.0051
Retail Transmission Rate — Line and Transformation Connection Service Rate 5/Wh 0.0041

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate S/KWh 0.0052
Rural Rate Protection Charge 5MWh 0.0013
Standard Supply Service — Administrative Charge (if applicable) 5 0.25
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2011

This schedule supersedes and replaces all previously
approved schedules of Rates, Charges and Loss Factors
EB-2010-0126

SENTINEL LIGHTING SERVICE CLASSIFICATION

This classification refers to accounts that are an unmetered lighting load supplied to a sentinel light. E.L.K.is notin
the practice of connecting new unmetered scattered load services. Further servicing details are available in the
distributor's Conditions of Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code or
Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

Mo rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Distributor’s Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be charged
by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges for Ministry
of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge (per connection) 3 0.40
Rate Rider for Recovery of Late Payment Penalty Litigation Costs — effective until April 30, 2012 3 0.32
Distribution Volumetric Rate W 0.7508
Retail Transmission Rate — Network Service Rate KW 1.6099
Retail Transmission Rate — Line and Transformation Connection Service Rate W 1.2829

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate $KWh 0.0052
Rural Rate Protection Charge FKWh 0.0013
Standard Supply Service — Administrative Charge (if applicable) 3 0.25
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2011

This schedule supersedes and replaces all previously
approved schedules of Rates, Charges and Loss Factors
EB-2010-0126

STREET LIGHTING SERVICE CLASSIFICATION

This classification refers to supply to street lighting equipment owned by and operated for a municipal corporation.
The consumption for these customers will be based on the calculated load times the required lighting times
established in the approved OEB street lighting load shape template. Further servicing details are available in the
distributor's Conditions of Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code or
Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

No rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Disfributor's Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the elecfricity commedity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be charged

by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges for Ministry
of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge (per connection) 5 0.0
Rate Rider for Recovery of Late Payment Penalty Litigation Costs (per customer)

— effective until April 30, 2012 5 073
Distribution Volumetric Rate LT AL 0.0974
Low Voltage Service Rate LA 0.4394
Rate Rider for Deferral/Variance Account Disposition (2011) — effective until April 30, 2012 LA 0.0209
Retail Transmission Rate — Network Service Rate SW 1.6017
Retail Transmission Rate — Line and Transformation Connection Service Rate W 1.2565

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate $KWh 0.0052
Rural Rate Protection Charge 3Wh 0.0013
Standard Supply Service — Administrative Charge (if applicable) 3 0.25
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2011

This schedule supersedes and replaces all previously
approved schedules of Rates, Charges and Loss Factors
EB-2010-0126

microFIT GENERATOR SERVICE CLASSIFICATION

This classification applies to an electricity generation facility contracted under the Ontario Power Authority's microFIT
program and connected to the distributor's distribution system. Further servicing details are available in the
distributor's Conditions of Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code or
Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

Mo rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Disfributor’s Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be charged
by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges for Ministry
of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge 3 525

ALLOWANCES

Transformer Allowance for Ownership - per kKW of billing demand/month T (0.60)
Prirmary Metering Allowance for transformer losses — applied to measured demand and energy Y% (1.00)
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approved schedules of Rates, Charges and Loss Factors
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EB-2010-0126

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code or
Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the

administration of this schedule.

No charges to meet the costs of any work or service done or furnished for the purpose of the distribution of electricity
shall be made except as permitted by this schedule, unless required by the Distributor's Licence or a Code or Order

of the Board, and amendments thereto as approved by the Board, or as specified herein.

It should be noted that this schedule does not list any charges or assessments that are required by law to be charged
by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges for Ministry
of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable taxes.

Customer Administration
Arrears certificate
Statement of account
Fulling post dated cheques
Duplicate invoices for previous billing
Request for other billing information
Easement letter
Income tax letter
Mofification Charge
Account history
Credit referencel/credit check (plus credit agency costs)
Retumed cheque charge (plus bank charges)
Charge to certify cheque
Legal letter charge
Account set up chargelchange of occupancy charge (plus credit agency costs if applicable)
Special meter reads
Meter dispute charge plus Measurement Canada fees (if meter found correct)

Mon-Payment of Account
Late Payment - per month
Late Payment - per annum
Collection of account charge — no disconnection
Collection of account charge — no disconnection — after regular hours
Disconnect/Reconnect charge - At Meter — during regular hours
Disconnect/Reconnect charge - At Meter — after regular hours
Disconnect/Reconnect charge - At Pole - during regular hours
Disconnect/Reconnect charge - At Pole - after regular hours

Install/Remove load control device - during regular hours
Install/iRemove load control device - after regular hours

Service call — customer owned equipment

Service call — after regular hours

Temporary Service — Install & remove — overhead — no transformer
Temporary Service — Install & remove — underground — no fransformer
Temporary Service — Install & remove — overhead — with transformer
Specific Charge for Access to the Power Poles — per polelyear

LR R R R R E R R R R ]

15.00
15.00
15.00
15.00
15.00
15.00
15.00
15.00
15.00
15.00
15.00
15.00
15.00
30.00
30.00
30.00

1.50
19.56
30.00
165.00
65.00
185.00
185.00
415.00

65.00
185.00
30.00
165.00
500.00
300.00
1000.00
22.35
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2011

This schedule supersedes and replaces all previously

approved schedules of Rates, Charges and Loss Factors
EB-2010-0126

RETAIL SERVICE CHARGES (if applicable)
APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code or
Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

Mo rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Distributor’'s Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be charged
by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges for Ministry
of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable taxes.

Retail Service Charges refer to services provided by a distributor to retailers or customers related
to the supply of competitive electricity

One-time charge, per retailer, to establish the service agreement between the distributor and the retailer § 100.00
Monthly Fixed Charge, per retailer 5 20.00
Monthly Variable Charge, per customer, per retailer $loust. 0.50
Distributor-conselidated billing charge, per customer, per retailer $loust. 0.30
Retailer-consolidated billing credit, per customer, per retailer $lcust. {0.30)
Service Transaction Requests (STR)

Request fee, per request, applied to the requesting party 5 0.25

Processing fee, per request, applied to the requesting party 7 0.50

Request for customer information as outlined in Section 10.6.3 and Chapter 11 of the Retail

Settiement Code directly to retailers and customers, if not delivered electronically through the

Electronic Business Transaction (EBT) system, applied to the requesting party
Up to twice a year no charge
More than twice a year, per request (plus incremental delivery costs) 5 2.00

LOSS FACTORS

If the distributor is not capable of prorating changed loss factors jointly with distribution rates, the revised loss factors
will be implemented upon the first subsequent billing for each billing cycle.

Total Loss Factor — Secondary Metered Custorner < 5,000 kKW 1.0791
Total Loss Factor — Secondary Metered Custorner = 5,000 kKW MNFA
Total Loss Factor — Primary Metered Customer < 5,000 kW 1.0683

Total Loss Factor — Primary Metered Custorer = 5,000 kW MNFA
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective Date October 1, 2012

This schedule supersedes and replaces all previously

approved schedules of Rates, Charges and Loss Factors
EB-2011-089

RESIDENTIAL SERVICE CLASSIFICATION

This classification refers to a service which is less than 50 kW supplied to a single family dwelling unit that is for
domestic or household purposes, including seasonal occupancy. At E.L K.'s discretion, residential rates may be
applied to apartment buildings with & or less units by simple application of the residential rate or by blocking the
residential rate by the number of units. Further servicing details are available in the distributor's Conditions of
Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code
or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

Mo rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Distributor's Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commeodity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable
taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge $ 1361
Smart Meter Cost Recovery Rider — effective until September 30, 2013 1 (0.94)
Stranded Meter Rate Rider - effective until September 30, 2013 k1 222
Distribution Volumetric Rate $/KWh 0.0097
Low Voltage Service Rate $/KWh 0.0014
Rate Rider for Global Adjustment Sub-Account Disposition

Applicable only for Non-RPP Customers — effective until September 30, 2013 $/KWh 0.0269
Rate Rider for Deferral\ariance Account Disposition — effective until September 30, 2013 $/KWh (0.0148)
Rate Rider for LRAM Recovery — effective until September 30, 2013 $/KWh 0.0007
Retail Transmission Rate — Network Service Rate $/kWh 0.0058
Retail Transmission Rate — Line and Transformation Connection Service Rate $/kWh 0.0046

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate $/KWh 0.0052
Rural Rate Protection Charge $/KWh 0.0011
Standard Supply Service — Administrative Charge (if applicable) 3 025
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective Date October 1, 2012

This schedule supersedes and replaces all previously

approved schedules of Rates, Charges and Loss Factors
EB-2011-099

GENERAL SERVICE LESS THAN 50 kW SERVICE CLASSIFICATION

This classification refers to premises other than those designated as residential and do not exceed 50 k\W in any
month of the year. This includes multi-unit residential establishments such as apartment buildings supplied through
one service (bulk-metered). Further servicing details are available in the distributor's Conditions of Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code
or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

Mo rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Distributor's Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commeodity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable
taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge -1 2308
Smart Meter Cost Recovery Rider — effective until September 30, 2013 $ 0485
Stranded Meter Rate Rider - effective until September 30, 2013 $ 222
Distribution Volumetric Rate $/kWh 0.0035
Low Voltage Service Rate $Wh 00013
Rate Rider for Global Adjustment Sub-Account Disposition

Applicable only for Mon-RPP Customers — effective until September 30, 2013 $MKWh 0.0269
Rate Rider for DeferralVariance Account Disposition — effective until September 30, 2013 $MKWh (0.0164)
Rate Rider for LRAM Recovery — effective until September 30, 2013 $IkWh 0.0002
Retail Transmission Rate — Network Service Rate $kWh 0.0052
Retail Transmission Rate — Line and Transformation Connection Service Rate $/kWh 0.0042

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate $kWh 0.0052
Rural Rate Protection Charge SMWh 0.0011
Standard Supply Service — Administrative Charge (if applicable) % 0.25
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective Date October 1, 2012

This schedule supersedes and replaces all previously

approved schedules of Rates, Charges and Loss Factors
EB-2011-099

GENERAL SERVICE 50 to 4,999 kW SERVICE CLASSIFICATION

This classification applies to a non residential account whose average monthly maximum demand used for billing
purposes is equal to or greater than, or is forecast to be equal to or greater than, 50 kW but less than 5,000 kW.
Further servicing details are available in the distributor's Conditions of Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code
or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

Mo rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Distributor's Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Refirement Charge, charges
for Ministry of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable
taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge % 31594
Distribution Volumetric Rate SikwW 15759
Low Voltage Service Rate S 0.4988
Rate Rider for Global Adjustment Sub-Account Disposition

Applicable only for Nor-RPP Customers — effective until September 30, 2013 SIkW 98148
Rate Rider for DeferralVariance Account Disposition — effective until September 30, 2013 SikwW (6.0623)
Rate Rider for LRAM Recovery — effective until September 30, 2013 SIkW 00833
Retail Transmission Rate — Network Service Rate SikW 21567
Retail Transmission Rate — Line and Transformation Connection Service Rate SIW 1.6581

MONTHLY RATES AND CHARGES — Regulatory Component

Wholesale Market Service Rate $ikWh 0.0052
Rural Rate Protection Charge $/kWh 0.0011
Standard Supply Service — Administrative Charge (if applicable) % 0.25
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective Date October 1, 2012

This schedule supersedes and replaces all previously

approved schedules of Rates, Charges and Loss Factors
EB-2011-099

STREET LIGHTING SERVICE CLASSIFICATION

This classification refers to supply to street lighting equipment owned by and operated for a municipal corporation.
The consumption for these customers will be based on the calculated load times the required lighting times
established in the approved OEB street lighting load shape template. Further servicing details are available in the
distributor's Conditions of Service.

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code
or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

Mo rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Distributor's Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable
taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge (per connection) % 1.51
Distribution Volumetric Rate SW 14,6584
Low Voltage Service Rate S/ 0.3858
Rate Rider for Global Adjustment Sub-Account Disposition

Applicable only for Mon-RPP Customers — effective until September 30, 2013 S/ 96377
Rate Rider for Deferralariance Account Disposition — effective until September 30, 2013 S/W (6.1389)
Retail Transmission Rate — Network Service Rate SikW 1.6266
Retail Transmission Rate — Line and Transformation Connection Service Rate SiewW 1.2827

MONTHLY RATES AND CHARGES — Regulatory Component

Wholesale Market Service Rate SWh 0.0052
Rural Rate Protection Charge $/KWh 0.0011
Standard Supply Service — Administrative Charge (if applicable) % 0.25
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TARIFF OF RATES AND CHARGES
Effective Date October 1, 2012

This schedule supersedes and replaces all previously
approved schedules of Rates, Charges and Loss Factors

SENTINEL LIGHTING SERVICE CLASSIFICATION

This classification refers to accounts that are an unmetered lighting load supplied to a sentinel light. E.L.K. is notin
the practice of connecting new unmetered scattered load services. Further servicing details are available in the
distributor's Conditions of Service.

EB-2011-099

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code
or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

No rates and charges for the disfribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Disfributor's Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commeodity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable
taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge $ 394
Distribution Volumetric Rate KW 7.3885
Low Voltage Service Rate S/kwW 0.3939
Rate Rider for Global Adjustment Sub-Account Disposition
Applicable only for Non-RPP Customers — effective until September 30, 2013 S/kwW 86377

Rate Rider for DeferralMariance Account Disposition — effective until September 30, 2013 SikwW (3.9368)
Retail Transmission Rate — Network Service Rate KW 16349
Retail Transmission Rate — Line and Transformation Connection Service Rate SkW 1.3096

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate $/Wh 0.0052
Rural Rate Protection Charge $/kWh 0.0011
Standard Supply Service — Administrative Charge (if applicable) % 0.25

, 2012
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective Date October 1, 2012

This schedule supersedes and replaces all previously
approved schedules of Rates, Charges and Loss Factors

SENTINEL LIGHTING SERVICE CLASSIFICATION

This classification refers to accounts that are an unmetered lighting load supplied to a sentinel light. E.L.K. is notin
the practice of connecting new unmetered scattered load services. Further servicing details are available in the
distributor's Conditions of Service.

EB-2011-099

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code
or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

No rates and charges for the disfribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Disfributor's Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commeodity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable
taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge $ 394
Distribution Volumetric Rate KW 7.3885
Low Voltage Service Rate S/kwW 0.3939
Rate Rider for Global Adjustment Sub-Account Disposition
Applicable only for Non-RPP Customers — effective until September 30, 2013 S/kwW 86377

Rate Rider for DeferralMariance Account Disposition — effective until September 30, 2013 SikwW (3.9368)
Retail Transmission Rate — Network Service Rate KW 16349
Retail Transmission Rate — Line and Transformation Connection Service Rate SkW 1.3096

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate $/Wh 0.0052
Rural Rate Protection Charge $/kWh 0.0011
Standard Supply Service — Administrative Charge (if applicable) % 0.25

, 2012
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective Date October 1, 2012

This schedule supersedes and replaces all previously
approved schedules of Rates, Charges and Loss Factors

EMBEDDED DISTRIBUTOR SERVICE CLASSIFICATION

This classification applies to an elecfricity distributor licensed by the Board, and provided electricity by means of

E.L.K. Energy Inc.'s distribution facilittes. Further servicing details are available in the distributor's Conditions of
Sernvice.

EB-2011-099

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code
or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

Mo rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Distributor's Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable
taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge $ 258322
Distribution Vialumetric Rate SEW D.3842
Low Yoltage Service Rate SIkW 0.4988
Rate Rider for Global Adjustment Sub-Account Disposition

Applicable only for Non-RPP Customers — effective until September 30, 2013 S/kW 12,0229
Rate Rider for DeferralMariance Account Disposition — effective until September 30, 2013 SEW (7.6567)

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate S/KWh 0.0052
Rural Rate Protection Charge $/kWh 0.0011
Standard Supply Service — Administrative Charge (if applicable) 3 0.25
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective Date October 1, 2012

This schedule supersedes and replaces all previously
approved schedules of Rates, Charges and Loss Factors

microFIT GENERATOR SERVICE CLASSIFICATION

This classification applies to an electricity generation facility contracted under the Ontario Power Authority's microFIT
program and connected to the distributor's distribution system. Further servicing details are available in the
distributor's Conditions of Service.

EB-2011-099

APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code
or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

Mo rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Distributor's Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges
for Ministry of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable
taxes.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge 3 5.25
ALLOWANCES
Transformer Allowance for Ownership — per kW of billing demandimonth (0.60)

Primary Metering Allowance for transformer losses — applied to measured demand and energy k. {1.00)



E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective Date October 1, 2012

This schedule supersedes and replaces all previously
approved schedules of Rates, Charges and Loss Factors

SPECIFIC SERVICE CHARGES

APPLICATION
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EB-2011-099

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code
or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the

administration of this schedule.

Mo charges to meet the costs of any work or service done or furnished for the purpose of the distribution of electricity
shall be made except as permitted by this schedule, unless required by the Distributor's Licence or a Code or Order

of the Board, and amendments thereto as approved by the Board, or as specified herein.

It should be noted that this schedule does not list any charges or assessments that are required by law to be charged by
a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, charges for Ministry of
Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable taxes.

Customer Administration
Arrears certificate
Statement of account
Pulling post dated cheques
Duplicate invoices for previous billing
Request for ather billing information
Easement letter
Income tax letter
Motification charge
Account history
Credit referencelfcredit check (plus credit agency costs)
Returned Cheque charge (plus bank charges)
Charge to certify cheque
Legal letter charge
Account set up charge / change of occupancy charge (plus credit agency costs if applicable)
Special Meter reads
Meter dispute charge plus Measurement Canada fees (if meter found correct)

Non-Payment of Account
Late Payment- per month
Late Payment- per annum
Collection of account charge - no disconnection
Collection of account charge - no disconnection — after regular hours
Disconnect/Reconnect at Meter - during regular hours
Disconnect/Reconnect at Meter - after regular hours
Disconnect/Reconnect at Pole — during regular hours
Disconnect/Reconnect at Pole — after regular hours

Install’Remove load control device — during regular hours
Installfremove load control device — after regular hours

Service call - customer owned equipment

Service call — after regular hours

Temporary Service — Install & remove — overhead- no transformer
Temporary Service — Install & remove — underground- no transformer
Temporary Service — Install & remove — overhead- with transformer
Specific Charge for Access to the Power Poles — per polefyear

$15.00
$15.00
$15.00
$15.00
$15.00
$15.00
$15.00
$15.00
$15.00
$15.00
$15.00
$15.00
$15.00
$ 30,00
$ 30.00
$30.00

% 1.50

% 19.56
$ 30,00

5 165.00
$ 65.00
$185.00
$185.00
$415.00

$65.00
$185.00
$ 30,00
$165.00
$ 500.00
$300.00
$1000.00
$2235
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E.L.K. Energy Inc.

TARIFF OF RATES AND CHARGES
Effective Date October 1, 2012

This schedule supersedes and replaces all previously

approved schedules of Rates, Charges and Loss Factors
EB-2011-093

RETAIL SERVICE CHARGES (if applicable)
APPLICATION

The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code
or Order of the Board, and amendments thereto as approved by the Board, which may be applicable to the
administration of this schedule.

Mo rates and charges for the distribution of electricity and charges to meet the costs of any work or service done or
furnished for the purpose of the distribution of electricity shall be made except as permitted by this schedule, unless
required by the Distributor's Licence or a Code or Order of the Board, and amendments thereto as approved by the
Board, or as specified herein.

Unless specifically noted, this schedule does not contain any charges for the electricity commeodity, be it under the
Regulated Price Plan, a contract with a retailer or the wholesale market price, as applicable.

It should be noted that this schedule does not list any charges or assessments that are required by law to be
charged by a distributor and that are not subject to Board approval, such as the Debt Refirement Charge, charges
for Ministry of Energy Conservation and Renewable Energy Program, the Provincial Benefit and any applicable
taxes.

Retail Service Charges refer to services provided by a distributor to retailers or customers related
to the supply of competitive electricity

One-time charge, per retailer, to establish the service agreement between the distributor and the retailer $ 100.00
Monthly Fixed Charge, per retailer % 20.00
Monthly Variable Charge, per customer, per retailer $lcust. 0.50
Distributor-consolidated billing charge, per customer, per retailer $lcust. 0.30
Retailer-consolidated billing credit, per customer, per retailer $lcust. (0.30)
Service Transaction Requests (STR)

Request fee, per request, applied to the requesting party % 0.25

Processing fee, per request, applied to the requesting party % 0.50

Request for customer information as outlined in Section 10.6.3 and Chapter 11 of the Retail

Setlement Code directly to retailers and customers, if not delivered electronically through the

Electronic Business Transaction (EBT) system, applied to the requesting party
Up to twice a year no charge
More than twice a year, per request (plus incremental delivery costs) % 2.00

LOSS FACTORS

If the distributor is not capable of prorating changed loss factors jointly with distribution rates, the revised loss factors
will be implemented upon the first subsequent billing for each billing cycle.

Total Loss Factor — Secondary Metered Customer < 5,000 kW 1.0800
Total Loss Factor — Secondary Metered Customer > 5,000 kW MIA
Total Loss Factor — Primary Metered Customers <5000 kW 1.0690

Total Loss Factor — Primary Metered Customers <5, 000 kW NIA
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RECONCILIATION OF RATE CLASS REVENUE

The following table provides reconciliation between the 2012 distribution rate calculations
based on the 2012 Proposed Rates and the total base revenue required consistent with the
information provided in Appendix 2-U of the Chapter 2 Appendices in the 2012 Filing

Requirements.

Table 8-15
Rate Class Test Year Consumption Proposed Rates
Test Average Monthly Revenues at
Customer/Con kWh kw Service Volumetric Proposed Rates
nections Charge
kWh kw
Residential 10,023 93,093,255 $ 13.61|$ 0.0097 $ 2,540,030
GS < 50 kW 1,214 31,699,824 $ 23.08| $ 0.0035 $ 447,312
GS>50-Regular 93 71,176,063 194,766 | $ 315.94 $ 15759 % 661,274
Streetlighting 2,801 1,916,371 5,340 | $ 1.51 $ 14.6984| $ 129,222
Sentinel Lighting 7 4,024 111 % 3.94 $ 7.3885]$ 413
Unmetered Scattered Load 32 187,863 $ 7.26|$ 0.0022 $ 3,204
Embedded Distributor 4 42,996,782 96,049 | $ 2,583.22 $ 03842 % 160,896
Total 14,176 | 241,074,182 296,166 $ 3,942,352
Service Transformer
Revenue Allowance Total Difference
Requirement Credit
$ 2,536,483 $ 2,536,483 |-$ 3,547
$ 448,761 $ 448,761 1 $ 1,449
$ 580,640 | $ 80,627 | $ 661,267 |-$ 7
$ 129,221 $ 129,221 |-$ 1
$ 413 $ 4131 $ 0
$ 3,210 $ 3,210 $ 5
$ 160,897 $ 160,897 | $ 1
$ 3,859,625| % 80,627 | $ 3,940,252 |-$% 2,100
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RATE AND BILL IMPACTS:

This schedule presents the results of the assessment of customer total bill impacts by level of

customer consumption per rate class.

Impacts are shown using the applicable current approved rates and the proposed 2012
distribution rates, including rate riders for the disposition of Deferral and Variance Accounts
and Smart Meters as well as Stranded Meters, as discussed in Exhibit 9. The bill impacts
have been presented excluding the impact of the Global Adjustment rate rider which is

consistent with previous cost of service applications.

The total bill impacts are calculated for each rate class at various levels of consumption. The

rate impacts are assessed on the basis of moving to the proposed distribution rates.

BILL IMPACTS

RESIDENTIAL
2011 BILL 2012 BILL IMPACT
—_— R‘.-I‘.TE DH.A.R[IE T RATE GHA.:!BE Dh:nnu uu:nu B e
Consumption Morthly Sarddze Charge 1113 1364 248 £7E2%
100 kWh Diztibuzon {KMAT) 100 o.oo7e hEE] 129 0.00s7 ose7 Q18 141%
Low Viokiage Rider (£'Wh) 100 oonis hEH 102 00044 [:EF] a0z 04%%
St Meter AdderSider (par mont) 145 054 REL 331%
LRAM & SEM Ruger (W) 100 0.00 129 0.0007 oor aoT D35%
Sirandad keter Sider (Fidonth) 232 223 TED%
Latz Fayment (per marth) ERH o 00000 oo 212 100.00%; oS
Defemal & Varance Acct (&14h) 100 o.onss bS] 102 004485 i1.48 234 (7253, z 3%
Disiribution Sub-Tetal 14,62 1468 ooe 0.43% B1.24%
Rietal Transmizssion (BAR) 108 oMoz 142 103 0.MD4 142 aoz 1ETH 3345
Dellvery Sub-Toda 16.82 15,70 .08 0.63% BE.18%
Ctiher Charges (®\Wh) 108 aod30 140 128 ooz= 138 002 S0%; 4555%
Cost of Power Commodiy (£ h) 108 ao7s] ERE] 103 LO7s0 240 a0 0.08% 23485
ST KWh) 102 aooon 0.0 108 0.0000 ooo aoo DD oS
Tofal 251 Bafors Taxnes 26.12 2548 06 0.18% BEE0%
EET 12.00% 12 13.00% £ oo 0.28% 11.50%
Total Bill 28.38 FEde 0oe 0.20% 100.00%
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RESIDENTIAL

2011 BILL 2012 BILL IMPACT
Vol R‘T‘E CRARBE | atume E';TE o G""""" hane® | s ot Totni BN
Consumption Moniniy Sensice Charge 112
250 kWh DissTibuEan (Ewn) 250 00073 198 250 000657
Low Volage Fider (KWR) 263 0.0 040 =0 [
Emart Meler AdderSider (per monih) 142
LRAM & S5 Rider (KWAh) 250 0.0000 bl =0 £.0007
Stranded Meter Ricer (Senin)
Lake Faymert {per month] [ il ot
Diefermal & Variance Acch (KWh) 250 0.0088 =0 (OLH4E)
Destributicn Sub-Toly
Fetal Trarsmizsshon (KR mo2 L.o1o=
Dwllvery Sub-Total
Cither Charges {Kh [ L] 15 oLHzE
Ciost of Power CommodRy (5] narEn 0.1 [l
SPC (KIVN) 0.0000 bl Py C.0000
Total Bl Bators Taxss 4872
GET 1300% 558 10% s 04D l o 11.50%
Todal BIN £8.41 2681 (ET] | T-18%) 100.00%
RESIDENTIAL
2011 BILL 2012 BILL IMPACT
Volame R‘TE I E Violume H';TE GH':HGE Eo u‘;'"' % of Total BII
‘Consumption | 1361 2%
S00 kWh | [Erstrizution g 00 0.0ITs 335 50 aoosT
Low vickage Rider soa L0316 [=1-2] 500 aooid
Smart Meter AdERider | 155
LSAM & S50 Rider (MAH) o £L0I00 [ a] 500 a00xw
Stranded Meder Rider {5%orkh|
Lat= Fayrrient izer month) oi3 a 40030
Diferral & WVarance Acct (KWh] soa [ 500 Doies)
Distribution Sub-Tokal
Fiztad Transmisssion (K] 40 ooz 540 Ao TATH
Damvery fub-Total 26.50%
Siner Changes (Kivh) 41 40 0o 0.1 . S20%
Ciorst of Fower Commadity (BIVR) 40 [l 540 00750 i ) S200%
SPC (Kivh) 41 C.0200 540 0.0000 0.00 OV CLO0%
Taoftal BN Badors Tanec a4 b E 28.60%
GET 12.00% 2% 11.50%
Total B Ba.45 TE.0 (X33 131%] 10:0.00%
RESIDENTIAL
2011 BILL 2012 BILL IMPACT
Wolume R"“TE cm"“E Welums H';TE CH"‘:GE o % of Total B
Consumpticn ] 1143 1361
BED KWh | Dustrioution (KIWE) 580 0.OE 5I7 550 aoasy 550
Low viokape Rider (EWR) 20 OLOHE 1.09 = a.0a14 oss
Emart Meder AdderSider (per monh) 145
LRAM & SE5M Ricer (KA ] .00 003 530 20037
Stranded Meter Rider {BWonkh 0.00
Lat= Fayment joer monkh o3 ] 20000
Dizferral & Varance At K 80 C.OXEE 550 n.oneg) 554
Digtribation Sub-Tokal 1221}
Fietal Transmisssion (K] 732 ooz 74 alh 04
Damvery Sub-Total [12.08
(Siher Changes (KWh) T o028 0.14
Cioest of Fowesr Commodty (R 0 50 00750 00 0.O0% 4555%
Ceorst of Povesr Cammodty (W) 132 134 0.0880 0 C45% 1208%
5P (ki) 732 7 0.0000 il o) LI
Taoial BN Bedors Tanss [12.15) 28.60%
GET 13,00% 11.50%
Total B 372} {12289 100.00%
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RESIDENTIAL
20T BILL 2012 BILL TMPACT
vomme | F4TE voume | FATE | EHASGE . % of Total BN
‘Consumption I Miorhly Sendoe Chamge 1381 248 11 265
200 KwWh | [Erstrioution g = ] B0 00sT 14 EET%
Low Volkape Rider (KIWR) 00 O.0E B oogid DHE%
vt Mdeder Adder/Sider (per month)
LSAM B SEM Rider (IAR) 200 [k e B0 ke sk g
Stranded Mejer Rider {3%lonth
Lat= Fayment {er morkh) o3 a 0L0000
[Di=terral & Varance Aoct (Kivh, 00 0.002E E.58 E00 Pl 187
Dietrbution Sub.Tokal Foh ]
Riztal Transmizssion {KAR) 263 ooz 281 554 ale b
Disvery Sub-Tokal 1887}
[iner Changes (kivh) EE3 B Dioi2E 0.
Ciorst of Fower Commody 00 B0 0.0TED D)0
| Cicest of Power Cammodiy (ki 383 254 Pl o 2323 0
SRS EWh) EE3 BE3 0.0000 oo 0U0
Total BN Bedors Tanec 11838 0T (14.7)
35T 13.00% 15.00 13.0%% 1308 E I
Total B 15037 113.78 [18.6E) |
RESIDENTIAL
2071 BILL 20TZBILL
Velume RATE MTEE Veolume H.:TE G"""REE % of Total 1
Consumption | Miorihly Service Sharge 1284
1,000 kWh | |oostribution i 1,000 0.007s 1,000 0.0057
Low vollage Rider (K\Whi 1,000 D.O0HE 1,000 0.0014
Srmart Mster AdderRIder [per manth
LAAR & 3E5M Rider (KW 1,000 0.0000 1,000 0.0007
Edanded Meter Rider (EMdonth)
Labe Fayment {per month) a 0.0000
Deterral & Yarance Acc .ooo o.ooge 1,000 (0.0448)
Distribution Eub-Total
Feedall Transmizssion KWR) 1,078 ooice 1,080 0.0102
Dedivary Sub-Total
Cther Charges {KiWh) 1,080 0.0428
Cost of Fower Commedity (KWh) 600 0.07E0
Cost of Fower Commedity (KWh) <80 0.0820
EFC (EWh| o.oo 1,078 o.oooo
Total B Bedors Taxes 14258
GaT 13.00% 1285 13.00%
Total 5II 161.58
RESIDENTIAL
20TTBILL 2072 BILL TMPACT
Velume HT-E ﬂu:t = Wicdume HT-E Gm:mE 3 w % of Total B
Consumpdion | Morihly Serdos Charge 11132 2.6
1,300 kWh | |costribution gaim 1,500 0.o07E 11.85 1,500 0.00s7 1455
Low Vollage Rider (kIWh) 1,500 0.001E 240 1,500 0.0014
Emari Meter AddecRider (per monin 1.45
LAAR & SEM Rider {kIWh) 1,500 0.0000 1,500 0.0007
Edanded Meder Rider (SMonth)
Lake Fayment {per month) 0 0.0000 ERE
Dederral & Variance Acck (kWh 1,500 o.o08& 1,500 [0.0448)
Dietribution Eub-Total
FRedall Transmissscn &WE) 1,618 ooz 1,620 0.0104 16.82 0.31
Deiwery ub-Total 128.22)
Other Chiarges (KiWh) 00130 0.0428 032
Caost of Fower Commodity (KWh) 00750 0.O07=0 0.00 0.00% 21.81%
Caost of Fower Commodity (EWh) 1,015 00850 0.0880 .12 0.13% 43.50%
8 R 0.0000 0.0000 0.00 200 0.00%
Total BN Esfore Takss (28.42) {13, % 23.50%
G 13.00% 13.00% 374
Total Gl 2636
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GENERAL SERVICE < 50 kW

2T BILL 2012 BILL IMPACT
vakume | P4TE volume | FTE =l = 4o Tatal NI
Consumption | [Mon=ty ae 2308 108.58%
2,000 KWh | [pstricution ey 2000 o.0m7 2,000 7.00 10528
_cw viokage: Rider (kIR 2000 0.0014 2,000 7.14%
Smart Meter Acder/Sider [permaonth)
=LA & SEM Ricer (BN 2000 2,000 aooaz
Siranced Meier Rider (Riorkh
Lat= Fayment {oer monkh| a Qo000
Determral & Varance Acet EWh 2000 [ 2000 00164
Diginbution Sub-Tokal
Riatal Transmizssion (KA g8 o.00sz 2180 aonsd
Deavery Sub-Tokal
Ctner Charges (M) 0oz
Coest of Fowesr Commuodity (EVR) 0.o7sn
Coest of Fowesr Commodity (EVR) 00880
SPC ) .o 00000
Tefal BIN Betors Taxes Pa2 24
GET 12.00% 408 13007 [
Todal B 288.38 283.84 Hazsel |
GENERAL SERVICE = 50 kW
ZITTBILL Z01Z BILL TMPACT
Valume R"‘.TE EHe Volume "';“ =l % of Total BII
Consumplion | EETE]
3,000 KWh | Cusirizution JENR) 5000 C.on7? 5,000 a0o3s 17.50
L ow viniage Fider (£AR) 5.000 .04 5,00
Smat Meter Acder/Fider (per monh) nss
LEAM & S5M Rider (A 5.000 0.0000 5,100 aonaz 100
Stranded Meder Rider {3 %orkh)
Lak= Fayment iner month a QL0000 ana
Detenral & Varance Acct (KWK 5000 .07 5000 e E1.57)
Digirbution fub-Total 130.72)
el Tranzmizzzion KA 5355 00052 c4nn  |ooosasas B
Deavery Bub-Tokal 18.86
Ciner Charges (ki) 0oz 5302
Cost of Frvesr Commody (BN 00750 2500
Cooest of Poeer Commoedity (EAR) 0.0880
SPC ) 0000
Tatal Bl Batore Takes
GET 12.00% 4.28 1307 7212
Total B 7a2.83 828.58
GENERAL SERVICE = 50 kW
2071 BILL Z01Z BILL IMPACT
i e S e s i Sl i - % of Total BIN
Consumption | Mozt Senice Chage 11.05 1308 e
10,000 KWk | [pstrizution e 10,000 0oy 17.00 10000 3500 105 28%
Low iokage Figer (EINR) 12,000 o4 14.00 10,000 1300
Smart Meder AcderiSlider (parmanii 145 oss
LEAM & S5M Rider (BAN) 10000 00200 003 10000 00a2 o
Stranded Meder Rider {5%orkh|
_at= Faymant joer montn a Q.00m0 aog
Deferral & Varance Actt (ki 1000 10000 0064 5353
Disiribution Sub-Tokal 167261 18e.H)
el Transmisssion (KA 10731 10,200 I0E3E4E 13114 i
Devery Bub-Tokal 12.48 188.45)
Ciner Charges (KWh) 12731 0200 0oizs 135.04 2110
Cost of Fower Cammody (EAR) 00 500 00750 4500 0,0
Cinmt of Prweer Cammadty (EAR) 10,131 0200 noEa0 25761 07
SPC (D) 10,751 0,751 0000 oo 0,00
Taotal BN Bators Tanes

GET

1,084.10

3

Total B!

1,468.80

1,238.33
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GEMERAL SERVICE < 50 kW
2011 BILL 2072 BILC
wolume R"“TE Volume HTE B ' % of Total BN
Consumpticn | 2308 1202
12,500 KWh | |estrizution ey 12500 0oy 10032
Low votage Riger | 12500 0o 20013
Smart Mefer Acder/Sider (per mont)
LS4 B SEM Flcer (A 125m 0.0000 12500 1000
Strandea Meter Riger (E0onm
Lab= Fayment jper mornkh| a 00020
Ciatermal & varance Acct KR 12500 0027 12500 001843
Digiibation Sup-Tokal
Fi=2al Transmisssion (kA 13,482 000z 12200 |pioosasds
Deavery Bub-Tekal
Ciner Charges iEWh) 13,482 [FLE) 3200 noize
Ciot of Fwesr Commadity (BN s00 OLO7ED 00 00750
(Cioet of Fovesr Commadity (BINTD 12888 0.08ED 2500 00880 REE
ZFC Ewh) 13,482 0.0000 13488 0.00m noo
Toinl BN Bators Tawss 1#a0
55T 13.00% 13.00% 778
Todal B 1,640.20
GENERAL SERVICE = 50 kW
2071 BILL Z07Z BILL TMPACT
olume R"F cm‘ms Volume F";TE CH“:‘“E - % of Total Bl
Consumption | [Menmty Sens 11.08 2308 10EEEN
15.000 kwh | [ostrizution e 15,000 T 2550 15000 20033 52:0 10528%
Low nitage Rider (EAR) 15,000 00aid .00 15000 20013 1550 7145
art Mater AcdeniSider [parmont) B nss
Al B SEM Riger (W8] 15,000 L0 .00 15000 a.oomz ET
Stranded Meter Aider {§fontn .09
Lab= Fayment joer month| o2 ] 0.0030
Dietermal & Varance Acct kivh 15,000 OL00ET 100.50 15000 noisd)
Digiribution Sub-Tokal 158,62
=l Tranzmisszion (HATI 18,967 0.0052 14g.82 16200 20054
Disvery Sub-Tobal
Diner Changes (Kivh) 15,187 noize
ot of Fower Commadiy (BWR) £01 00750
C:ot of Foweer Commady (BWR) 15,587 108E0
C (i) 15,187 1000
Total Bl Batore Tawec
e 12.00% 250 13.00% |
Total B 2180.87 ]
GENERAL SERVICE = 50 kW
2071 BILL 2072 BILL IMFACT
valume R""'TE Volume HTE “‘;‘"‘ % of Total 211
Consumption 37 T, E.54%
30,000 kwh 100 18308 100 478%
100 kw 100 sHEZ 130 1.35%
Smar Mefer AdderSider (permondi
LA & S5M Fkder (1A 100 10
Strandead Meter Rider {5 fonh|
Lake Fayment joer morkh) a
Datermral & Varance At KW 100 . 1
Digtribation Sub-Tokal
Rem] Transmisssion (KN 100 100 LE4E 35145 [
Dodvery Sub-Tokal 50888 1,460.76)
Ciner Charges (KiNh) 0.0130 32400 noizs (E.30
Comt of Fower Commaodty (BvR) 0LOTEE 32400 107Es 2
SPC N 0000 .03 0000
Total BN Bedors Tawse 472820
5T 12.00% 51457 13.00% [
Todal B 534288 2.886.78 1n.ese 08 |
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GENERAL SERVICE > 50 kW

Z07TTBILL Z01Z BILL TMPACT
Volume R"“rE GH’:‘“E Volume HTE S % of Tatal BN
Consumpticn 436,39
75,000 EWh =1 07,70 250
250 kW 250 145.55 250
Smart Mster AcdenRidar (per mont) 155
LEAM & SEM Ricer i =0 [t ] 250 a8
Stranded Meter Rider {SMont 0o
Lat= Faymient izer month) T.53 a Q.00
Disferral & WVarance Acct =0 1455.06 250 B.OE2E) 5,004 €2
Distribution Sub-Tokal 2,788.33 15.445.48)
Fisal Transmisssion (KA =0 37.00 16.70
Damvery fub-Total 3,726.33 (5.431.77)
Ciiher Changes (kivh) 50533 omHin 1,051 06 E1,000 0z (1576
Ciorst of Fower Cammocdity (BIVR) 50,533 n.ovEs £1,000 0o7EE 537
SPC ivh) 80533 C.0200 £0.533 0.0000 0.00
Tiofial BN Eiedors Tanss (B.48221)
GET 13.00% 12.00% 44745
Total B Y|
GENERAL SERVICE = 50 kW
ZITTBILL 2072 BILL TMPACT
olume R":rE =IEE Velume HTE ESSEE . of Total BIN
Conzumption wiariky Senv
100,000 kwh Distrbution (KIW1 30 2.H308 350
350 e Low Volnge Rider (5] 350 QSEZ 350
Smart Meter Acdenider (DEr Mo
LEAM B SS5M REEr (W) E] 350 i EE
Stranded Meter Rider {Ronth|
Lake Fayment jser morkh| a
Diflerral & Varance Aoct (W) £ s 30
Digirbation Sub-Total 1,080,658
Rizsal Transmisssion (KA =] 0 3148 1,335.18
Davery Sub-Tokal 264.81
Ciiher Changes (kWwh) 17,510 0.0 108,000 Pl 1,350.40
Ciost of Fower Cammodity (BN} 97,510 0.07EE 108,000 0o7ES 550718
SPC (EWh) 807,510 0.0000 107,550 0.0000 oo
Total BN Bedors Tawss 10,172.47
GET 13.00% 13,005 1,322.35 [
Total B 1148468 |
GENERAL SERVICE > 50 kW
2071 BILL ZMZ BILL TMPACT
— R.n';TE CHARCE ‘Volume Fl»';TE CHARDE mt"“ Changs s, of Total BIII
Consumpticn 0.35%
800,000 EWwh 2000 2,000 5%
2,000 kW 2000 2,000 111%
Smart Matsr AcderSider (parmant) 0.O0%
LEAM B S5M REET (KW 2000 [k ] /300 Q0833
Strandad Meter Rider {idonkh 0.00
Lake Fayment joer morkh| TEs a 00020
Dafanal & Varance Acct (KiN) 2000 5.9562 11,512.40 2000 B.LEZH)
Digtrbation Sub-Total 1819443
Rizsal Transmisssicn (KN 2000 7 ASE.00 2000 3148
Diaiezry Sub-Tokal 28,2804
Ciitver Changes (kih) 1 262,000 ngnze
Ciomt of Fover Cammodity (B £8,00 262,000 0.07BE
SPC i) [ a] 263280 00000
Total BN Bedors Tavee D6 3BT 3T
GET 13,00% 13,766.00 13,075
Total B 198,865.92
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GENERAL SERVICE > 50 kW

2071 BILL ZIMZ BILC IMFACT
Valume R"‘.TE Volume H':TE chance | o tTotai 2
Consumption D.15%
1,600,000 Kwh 4,000 18308 4,000 %
4,000 kW 4003 asazz 4,000 04582
Smart Mafer AcdenShdar |
LS4 & SEM Fikder (W4 4.000 4,000 00833
tranded Meter Rider (5 %onkh
Late Fayment ioer month) 1] Q.0000
Cistermal & arance Acct (EN) 4,000 53581 4,000 50E13) 24,248,
Digiribution Sub-Total 97,822.83 115,504 24)
[Fi=tall Tranzmiszzion (KW 4000 12 55200 000 SE4E 15,255.16
Dedvery Sub-Tokal 52414283 142081 |62, BEELET)
Ciner Changes ikWWh) oM | 2243764 37,086.40 3
[Ciost of Fower Commacty (5VR) oores | 13800193 no7Es 138,154 56 11343
EFC W) 00200 0.0g 10000 oo [ 0%
Tctal B Befors Tanes 21133880 18816858 |63, 1T8.72) 2860
GET 1300 | TATADD 13.00% E 5513360 | 11.50%
Todal B 238 81282 178,710,582 1EL0E08 | 10000
Street Lighting
2011 BILL 2012 BILL IMPACT
— RATE CHEROE RATE CHARDE Thangs —
L] L] L] kS L]
Bllling Dstarminants m 2801 151
2 B0 Connactions =303z | oosTa ERE 14 §354
1,916,371 kWh £,340.33 QLa3ss 234554 03852
2,340 kW LS & 53R Flker (KA £,340.33 20030
Lat= Fayment jzer month 00000
Dietenral & Varance Acct (KW 534033 | 0O0s 5.1383)
Digiribution Sub-Tokl 51,8875
Rietal Transmizzzion (B 534033 5033 | zeom 15,5364
Dieivery Bub-Tokal &7,634.12
Ciner Charges (k) 00130 1063206 002E
Gt of Foveer Commadty (BWR) CLOTEE 206358056 | 0.ovEs 1E3,028.7 13586
SPC i) CLOID 1ETE 0.0000 oo [
Todal Bl Betors Tanes 267,018.48 43,BPE.CE
GET 13,008 12.00% 241214 536358
Total B 230 428 52 BEABRIZ | Z2.6EM 100.00%
Sentinel Light
2071 BILL Z07Z BILL IMPACT
Volume R":TE =IEE Volume "";’E GH":'“E % of Total BII
Billing Detsrminants Ay SEn 7 LD 7 353 I.ss
7 Connacilons | [oetrouton mwn 11.21 0.TECE 73 EI1ES
4,024 kwnh Lo otage Figer (BW) 1.2 ] 0393 442
11 mw LEAM & S5M Rider (A 11.21 Q.00 oo
Lak= Faymznt ier monkh QLD oo
Defermal & Varance A (KN) 11.21 .00 3.5368) 0
Disirbution ub-Total
Fietal Tranzmizszion (KA 1124 1.4 2z
Devery Jub-Tokal
Ciner Charges (Kih) [ 1.50%
Cost of Fower Cammody (FAR) nomeE 0034
SPC () 0.0000 n.o0m e
Total Bl Batore Tawes EB18
55T 12.00% |
Total B aais |
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Unmetered Scattered

2010 BILL 2011 BILL IMPACT
valume R""'TE Volume H':TE GH“‘HGE ‘”‘“*"““ Caange %% of Total I
Consumption Loty Senize Chage TIE
250 kKWh Distrizuticn (KT =1 oy [:FE 2m b
Low Vioknge Fider (KIVR) =0 o4 oas 250 133
LAM & B5M Rlder (KAR] =0 [k} 250 ace
_ats Faymant ioar montn R 2 oo
Defermal & Variance Acct (EWh: =0 0.0 a0z =0 154
Distribution Sub-Tokal 448
FRatal Transmisssion {KAR] o.o2E ) Joas 283
Desvery Sub-Tokal 702
Cineer Changes (Kikh) L0130 180 I nonE 245
Coost of Fower Cammosdy (BIWE) zm o.OvEE 2125 I hi¥ery. 1z [T 0.OE%
SPC () 7 0.0200 [R5 I 0.0000 oo 0.20 o
Total BN Badore Taxec 182 2l (-]
GET 13.00% 437 413 Lot}
Total B 37.89 36.87 217 100.00%
Unmetered Scattered
2010 BILL 2011 BILL IMPACT
valume R"‘.TE Volume H";TE CH“‘HGE “‘:“" % of Total 211
Consumption \ontly Sendos Charge TIE 0N 11.43%
500 KWh Distriution (KWWH) s ooy 500 no0zz 110 AN
Low Viokage Fioer (EINR) =il coma o 50 a0z b 714% 1.0I%
LM & SEM Rker A =il om 50 a.00; oo C.O0%
Lak= Fayment jper month| oo 500 00020 i 0.00%
Datenmal & Varance oo kh =il .00 aos =o 0o 7% 7. 1ATR:
Distribution Sub-Tokal TAB 172
Fiesal Transmisssion (KA h} ooz 455 EX DO0E3EE =08
Devery Sub-Tokal 1214 BTR
Diner Changes (KVh) h} oMz T 540 no2s §30 o1
Cooest of P COMMOcty (EIAT) =hl ooTEE 4280 540 noTEs 2254 [} =
SFC (xivh) a0 0.0000 5] 540 0.0000 noo 0.0 Soram
Todal BN Bedons Taxes E1.85 Bz (L= [E=3:
55T 1200% am 12.07% [ %
Total B 8B.8T B3.53 2.23) iBBE%] 100L00%
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Lost Revenue Adjustment Mechanism (LRAM) Recovery Rate Rider

LRAM Calculation for 2006 to April 30, 2012 based on 2006 to 2010 final results of OPA Program

Gross KWh saved from OPA program

Source of Data: 2006-2010 Final OPA CDM Results

OPA Initiative Name Program | Results Market 2006 kWh 2007 kWh | 2008 kWh | 2009 kWh | 2010 kWh | Total kWh

Year Status Saved Saved Saved Saved Saved Saved
Secondary Refrigerator Retirement Pilot 2006 Final Consumer 14,061 14,061 14,061 14,061 14,061 70,304
Cool & Hot Savings Rebate 2006 Final Consumer 39,575 39,575 39,575 39,575 39,575 197,873
Every Kilowatt Counts 2006 Final Consumer 900,653 900,653 900,653 900,653 116,123 3,718,733
Great Refrigerator Roundup 2007 Final Consumer 0 46,913 46,913 46,913 46,913 187,652
Cool & Hot Savings Rebate 2007 Final Consumer 0 98,227 98,227 98,227 98,227 392,908
Every Kilowatt Counts 2007 Final Consumer 0 408,992 402,326 402,326 402,326 1,615,970
Summer Savings 2007 Final Consumer 0 3,060,831 515,910 195,280 195,280 3,967,302
Social Housing Pilot 2007 Final Consumer Low-Income 0 27,247 27,247 27,247 27,247 108,988
Great Refrigerator Roundup 2008 Final Consumer 0 0 38,400 38,400 38,400 115,200
Cool Savings Rebate 2008 Final Consumer 0 0 93,268 93,268 93,268 279,805
Every Kilowatt Counts Power Savings Event 2008 Final Consumer 0 0 674,528 671,156 671,156 2,016,841
peaksaver® 2008 Final Consumer, Business 0 0 2,163 2,163 2,163 6,488
Summer Sweepstakes 2008 Final Consumer 0 0 228,595 82,489 82,489 393,573
Electricity Retrofit Incentive 2008 Final Consumer, Business 0 0 31,360 31,360 31,360 94,080
High Performance New Construction 2008 Final Business 0 0 795 795 795 2,386
Great Refrigerator Roundup 2009 Final Consumer 0 0 0 18,741 18,741 37,481
Cool & Hot Savings Rebate 2009 Final Consumer 0 0 0 151,267 151,267 302,535
Every Kilowatt Counts 2009 Final Consumer 0 0 0 306,289 277,012 583,301
peaksaver® 2009 Final Consumer, Business 0 0 0 195 195 389
Electricity Retrofit Incentive 2009 Final Consumer, Business 0 0 0 645,341 645,341 1,290,682
High Performance New Construction 2009 Final Business 0 0 0 22,915 22,915 45,830
Power Savings Blitz 2009 Final Business 0 0 0 879,082 879,082 1,758,163
Demand Response 1 2009 Final Business, Industrial 0 0 0 13,957 0 13,957
Demand Response 2 2009 Final Business, Industrial 0 0 0 132,864 0 132,864
Demand Response 3 2009 Final Business, Industrial 0 0 0 2,538 0 2,538
Great Refrigerator Roundup 2010 Final Consumer 0 0 0 0 18,436 18,436
Cool Savings Rebate 2010 Final Consumer 0 0 0 0 260,808 260,808
Every Kilowatt Counts Power Savings Event 2010 Final Consumer 0 0 0 0 94,777 94,777
peaksaver® 2010 Final Consumer, Business 0 0 0 0 258 258
Electricity Retrofit Incentive 2010 Final Consumer, Business 0 0 0 0 85,679 85,679
High Performance New Construction 2010 Final Business 0 0 0 0 76,945 76,945
Power Savings Blitz 2010 Final Business 0 0 0 0 188,201 188,201
Multi-Family Energy Efficiency Rebates 2010 Final Consumer 0 0 0 0 59,915 59,915
Demand Response 2 2010 Final Business, Industrial 0 0 0 0 254,546 254,546
Demand Response 3 2010 Final Business, Industrial 0 0 0 0 9,022 9,022
Total 954,288 4,596,498 3,114,021 | 4,817,101 [ 4,902,523 | 18,384,431
Net KWh saved from OPA program
Source of Data: 2006-2010 Final OPA CDM Results
OPA Initiative Name Program | Results Market 2006 kWh 2007 kWh | 2008 kWh | 2009 kWh | 2010 kWh | Total kWh Free

Year Status Saved Saved Saved Saved Saved Saved Ridership

%

Secondary Refrigerator Retirement Pilot 2006 Final Consumer 12,655 12,655 12,655 12,655 12,655 63,274 10%
Cool & Hot Savings Rebate 2006 Final Consumer 31,239 31,239 31,239 31,239 31,239 156,197 21%
Every Kilowatt Counts 2006 Final Consumer 810,587 810,587 810,587 810,587 104,510 3,346,860 10%
Great Refrigerator Roundup 2007 Final Consumer 0 18,972 18,972 18,972 18,972 75,889 60%
Cool & Hot Savings Rebate 2007 Final Consumer 0 50,011 50,011 50,011 50,011 200,045 49%
Every Kilowatt Counts 2007 Final Consumer 0 299,789 296,123 296,123 296,123 1,188,159 26%
Summer Savings 2007 Final Consumer 0 367,300 61,909 23,434 23,434 476,076 88%
Social Housing Pilot 2007 Final Consumer Low-Income 0 27,247 27,247 27,247 27,247 108,988 0%
Great Refrigerator Roundup 2008 Final Consumer 0 0 20,898 20,898 20,898 62,694 46%
Cool Savings Rebate 2008 Final Consumer 0 0 53,577 53,577 53,577 160,731 43%
Every Kilowatt Counts Power Savings Event 2008 Final Consumer 0 0 271,970 270,787 270,787 813,544 60%
peaksaver® 2008 Final Consumer, Business 0 0 1,946 1,946 1,946 5,839 10%
Summer Sweepstakes 2008 Final Consumer 0 0 177,358 64,000 64,000 305,358 22%
Electricity Retrofit Incentive 2008 Final Consumer, Business 0 0 18,189 18,189 18,189 54,566 42%
High Performance New Construction 2008 Final Business 0 0 557 557 557 1,670 30%
Great Refrigerator Roundup 2009 Final Consumer 0 0 0 10,092 10,092 20,184 46%
Cool & Hot Savings Rebate 2009 Final Consumer 0 0 0 64,631 64,631 129,262 57%
Every Kilowatt Counts 2009 Final Consumer 0 0 0 112,383 107,720 220,103 62%
peaksaver® 2009 Final Consumer, Business 0 0 0 175 175 350 10%
Electricity Retrofit Incentive 2009 Final Consumer, Business 0 0 0 406,705 406,705 813,409 37%
High Performance New Construction 2009 Final Business 0 0 0 16,040 16,040 32,081 30%
Power Savings Blitz 2009 Final Business 0 0 0 835,127 835,127 1,670,255 5%
Demand Response 1 2009 Final Business, Industrial 0 0 0 13,957 0 13,957 0%
Demand Response 2 2009 Final Business, Industrial 0 0 0 132,864 0 132,864 0%
Demand Response 3 2009 Final Business, Industrial 0 0 0 2,538 0 2,538 0%
Great Refrigerator Roundup 2010 Final Consumer 0 0 0 0 9,857 9,857 47%
Cool Savings Rebate 2010 Final Consumer 0 0 0 0 113,141 113,141 57%
Every Kilowatt Counts Power Savings Event 2010 Final Consumer 0 0 0 0 43,859 43,859 54%
peaksaver® 2010 Final Consumer, Business 0 0 0 0 233 233 10%
Electricity Retrofit Incentive 2010 Final Consumer, Business 0 0 0 0 43,462 43,462 49%
High Performance New Construction 2010 Final Business 0 0 0 0 53,862 53,862 30%
Power Savings Blitz 2010 Final Business 0 0 0 0 186,319 186,319 1%
Multi-Family Energy Efficiency Rebates 2010 Final Consumer 0 0 0 0 44,135 44,135 26%
Demand Response 2 2010 Final Business, Industrial 0 0 0 0 254,546 254,546 0%
Demand Response 3 2010 Final Business, Industrial 0 0 0 0 9,022 9,022 0%
Total 854,482 1,617,801 1,853,239 | 3,294,734 | 3,193,071 | 10,813,327 41%
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Rate Class Allocation (kWh)
Residential (Market - Consumer) Consumer & Consumer Low-Income 854,482 1,617,801 | 1,832,547 | 1,866,636 | 1,366,888 | 7,538,355
General Service < 50 kW (Market - Business) Consumer, Business & Business 0 0 20,692 1,278,739 | 1,562,615 2,862,046
General Service 50 to 4,999 kW (Market -
Business, Industrial) Business, Industrial 0 0 0 149,359 263,568 412,927
Total 854,482 1,617,801 1,853,239 | 3,294,734 | 3,193,071 | 10,813,327
Net KW saved from OPA program
Source of Data: 2006-2010 Final OPA CDM Results
OPA Initiative Name Program | Results Market 2006 kW 2007 kW 2008 kW 2009 kW 2010 kW Total kW
Year Status Saved Saved Saved Saved Saved Saved
Secondary Refrigerator Retirement Pilot 2006 Final Consumer 2.9 2.9 2.9 2.9 2.9 14.3
Cool & Hot Savings Rebate 2006 Final Consumer 29.0 29.0 29.0 29.0 29.0 144.8
Every Kilowatt Counts 2006 Final Consumer 9.6 9.6 9.6 9.6 9.6 47.8
Demand Response 1 2006 Final Business, Industrial 355.9 0.0 0.0 0.0 0.0 355.9
Loblaw & York Region Demand Response 2006 Final Business, Industrial 17.4 0.0 0.0 0.0 0.0 17.4
Great Refrigerator Roundup 2007 Final Consumer 0.0 22 22 2.2 22 8.7
Cool & Hot Savings Rebate 2007 Final Consumer 0.0 33.4 33.4 33.4 33.4 133.5
Every Kilowatt Counts 2007 Final Consumer 0.0 11.6 10.5 10.5 10.5 43.2
Summer Savings 2007 Final Consumer 0.0 205.6 61.3 29.5 29.5 326.0
Social Housing Pilot 2007 Final Consumer Low-Income 0.0 3.2 3.2 3.2 3.2 12.8
Demand Response 1 2007 Final Business, Industrial 0.0 617.8 0.0 0.0 0.0 617.8
Loblaw & York Region Demand Response 2007 Final Business, Industrial 0.0 51.4 0.0 0.0 0.0 51.4
Great Refrigerator Roundup 2008 Final Consumer 0.0 0.0 2.2 2.2 2.2 6.6
Cool Savings Rebate 2008 Final Consumer 0.0 0.0 33.9 33.9 33.9 101.8
Every Kilowatt Counts Power Savings Event 2008 Final Consumer 0.0 0.0 14.8 14.2 14.2 43.2
peaksaver® 2008 Final Consumer, Business 0.0 0.0 97.3 97.3 97.3 291.9
Summer Sweepstakes 2008 Final Consumer 0.0 0.0 44.9 25.7 25.7 96.3
Electricity Retrofit Incentive 2008 Final Consumer, Business 0.0 0.0 3.6 3.6 3.6 10.7
High Performance New Construction 2008 Final Business 0.0 0.0 0.7 0.7 0.7 2.0
Demand Response 1 2008 Final Business, Industrial 0.0 0.0 852.7 0.0 0.0 852.7
Demand Response 3 2008 Final Business, Industrial 0.0 0.0 164.9 0.0 0.0 164.9
Loblaw & York Region Demand Response 2008 Final Business, Industrial 0.0 0.0 56.7 0.0 0.0 56.7
Great Refrigerator Roundup 2009 Final Consumer 0.0 0.0 0.0 14 1.4 2.8
Cool Savings Rebate 2009 Final Consumer 0.0 0.0 0.0 42.6 42.6 85.1
Every Kilowatt Counts Power Savings Event 2009 Final Consumer 0.0 0.0 0.0 11.4 11.2 22.6
peaksaver® 2009 Final Consumer, Business 0.0 0.0 0.0 94.2 94.2 188.4
Electricity Retrofit Incentive 2009 Final Consumer, Business 0.0 0.0 0.0 60.3 60.3 120.7
High Performance New Construction 2009 Final Business 0.0 0.0 0.0 7.0 7.0 14.1
Power Savings Blitz 2009 Final Business 0.0 0.0 0.0 214.1 214.1 428.1
Demand Response 1 2009 Final Business, Industrial 0.0 0.0 0.0 317.7 0.0 317.7
Demand Response 2 2009 Final Business, Industrial 0.0 0.0 0.0 215.7 0.0 215.7
Demand Response 3 2009 Final Business, Industrial 0.0 0.0 0.0 308.1 0.0 308.1
Loblaw & York Region Demand Response 2009 Final Business, Industrial 0.0 0.0 0.0 52.9 0.0 52.9
Great Refrigerator Roundup 2010 Final Consumer 0.0 0.0 0.0 0.0 1.4 1.4
Cool Savings Rebate 2010 Final Consumer 0.0 0.0 0.0 0.0 76.2 76.2
Every Kilowatt Counts Power Savings Event 2010 Final Consumer 0.0 0.0 0.0 0.0 3.9 3.9
peaksaver® 2010 Final Consumer, Business 0.0 0.0 0.0 0.0 47.9 47.9
Electricity Retrofit Incentive 2010 Final Consumer, Business 0.0 0.0 0.0 0.0 7.7 7.7
High Performance New Construction 2010 Final Business 0.0 0.0 0.0 0.0 23.6 23.6
Power Savings Blitz 2010 Final Business 0.0 0.0 0.0 0.0 60.7 60.7
Multi-Family Energy Efficiency Rebates 2010 Final Consumer, Consumer Low-Income 0.0 0.0 0.0 0.0 3.7 3.7
Demand Response 2 2010 Final Business, Industrial 0.0 0.0 0.0 0.0 217.8 217.8
Demand Response 3 2010 Final Business, Industrial 0.0 0.0 0.0 0.0 460.6 460.6
Loblaw & York Region Demand Response 2010 Final Business, Industrial 0.0 0.0 0.0 0.0 53.5 53.5
Total 414.7 966.6 1,423.6 1,623.2 1,685.6 6,113.79
General Service 50 to 4,999 kW (Market -
Business, Industrial) (kW) Business, Industrial 373 669 1,074 894 732 3,743
Summary Units Lost
Residential (/kwh) 854,482 1,617,801 1,832,547 | 1,866,636 | 1,366,888 7,538,355
General Service Less Than 50 kW (/kwWh) 0 0 20,692 1,278,739 | 1,562,615 2,862,046
General Service 50 to 4,999 kW (/kW) 373 669 1,074 894 732 3,743
Eff: May 1, Eff: Sept 1, | Eff: May 1, | Eff: May 1, | Eff: May 1,
Rate Class Distribution Volumetric Rates Eff: Apr 1, 2005 2006 2007 2008 2009 2010
Residential ((kWh) 0.0086 0.0078 0.0079 0.0079 0.0079 0.0079
General Service Less Than 50 kW (/lkwh) 0.0015 0.0017 0.0017 0.0017 0.0017 0.0017
General Service 50 to 4999 kW (/kW) 3.0423 2.8352 2.8660 2.8522 2.8557 2.8410
Rate Class Distribution Volumetric Rates
(Annualized) 2006 2007 2008 2009 2010
Residential (/kwh) 0.0081 0.0079 0.0079 0.0079 0.0079
General Service Less Than 50 kW (/kwh) 0.0016 0.0017 0.0017 0.0017 0.0017
General Service 50 to 4,999 kW (/kw) 2.9042 2.8557 2.8568 2.8545 2.8459
LRAM 2006 2007 2008 2009 2010 Total
Residential (/kwh) $6,893 $12,727 $14,477 $14,746 $10,798 $59,641
General Service Less Than 50 kW (/kwh) $0 $0 $35 $2,174 $2,656 $4,865
General Service 50 to 4,999 kW (/kw) $1,084 $1,911 $3,069 $2,553 $2,083 $10,700
Total $7,977 $14,638 $17,581 $19,474 $15,538 $75,207
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2012
Proposed
Billing
LRAM Rate Rider LRAM Interest Total LRAM Claim Determinant uom LRAM Rider
Residential $59,641 $4,225 $63,866 93,093,255 kWh 0.0007 ($/kwh)
General Service Less Than 50 kW $4,865 $345 $5,210 31,699,824 kwh 0.0002 ($/kwh)
General Service 50 to 4,999 kW - $10,700 $758 $11,458 137,621 kW 0.0833 ($/kW)
Total $75,207 $5,328 $80,535
[Interest Date Opening Int. Rate Interest
Jan-06 $665 6.76% $4
Feb-06 1,330 6.76% $7
Mar-06 1,994 6.76% $11
Apr-06 2,659 4.14% $9
May-06 3,324 4.14% 11
Jun-06 3,989 4.14% 14
Jul-06 4,653 4.59% 18
Aug-06 5,318 4.59% 20
Sep-06 5,983 4.59% 23
Oct-06 6,648 4.59% 25
Nov-06 7,312 4.59% 28
Dec-06 7,977 4.59% 31
Jan-07 9,197 4.59% 35
Feb-07 10,417 4.59% 40
Mar-07 11,637 4.59% 45
Apr-07 12,856 4.59% 49
May-07 14,076 4.59% 54
Jun-07 15,296 4.59% 59
Jul-07 16,516 4.59% 63
Aug-07 17,736 4.59% 68
Sep-07 18,955 4.59% 73
Oct-07 20,175 5.14% 86
Nov-07 21,395 5.14% 92
Dec-07 22,615 5.14% 97
Jan-08 24,080 5.14% 103
Feb-08 25,545 5.14% 109
Mar-08 27,010 5.14% 116
Apr-08 28,475 4.08% $97
May-08 29,940 4.08% $102
Jun-08 31,406 4.08% $107
Jul-08 32,871 3.35% $92
Aug-08 34,336 3.35% $96
Sep-08 35,801 3.35% 100
Oct-08 37,266 3.35% 104
Nov-08 38,731 3.35% 108
Dec-08 40,196 3.35% 112
Jan-09 541,819 2.45% 85
Feb-09 543,442 2.45% 89
Mar-09 $45,065 2.45% 92
Apr-09 46,687 1.00% 39
May-09 548,310 1.00% 40
Jun-09 549,933 1.00% 42
Jul-09 51,556 0.55% 24
Aug-09 53,179 0.55% 24
Sep-09 54,801 0.55% 25
Oct-09 56,424 0.55% 26
Nov-09 58,047 0.55% 27
Dec-09 59,670 0.55% 27
Jan-10 60,965 0.55% 28
Feb-10 62,259 0.55% 29
Mar-10 63,554 0.55% 29
Apr-10 64,849 0.55% 30
May-10 66,144 0.55% 30
Jun-10 67,439 0.55% 31
Jul-10 68,733 0.89% 51
Aug-10 70,028 0.89% 52
Sep-10 71,323 0.89% 53
Oct-10 72,618 1.20% 73
Nov-10 73,913 1.20% 74
Dec-10 75,207 1.20% 75
Jan-11 75,207 1.47% 92
Feb-11 75,207 1.47% 92
Mar-11 75,207 1.47% 92
Apr-11 75,207 1.47% 92
May-11 75,207 1.47% 92
Jun-11 75,207 1.47% 92
Jul-11 75,207 1.47% 92
Aug-11 75,207 1.47% 92
Sep-11 75,207 1.47% 92
Oct-11 75,207 1.47% 92
Nov-11 75,207 1.47% 92
Dec-11 75,207 1.47% 92
Jan-12 75,207 1.47% 92
Feb-12 75,207 1.47% 92
Mar-12 75,207 1.47% 92
Apr-12 75,207 1.47% 92
May-12 75,207 1.47% 92
Jun-12 75,207 1.47% 92
Jul-12 75,207 1.47% 92
Aug-12 75,207 1.47% 92
Sep-12 75,207 1.47% 92
Oct-12 75,207 1.47% 92

$5,328
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