PUC Distribution Inc.
765 QUEEN STREET EAST, P.O. Box 9000
SAULT STE. MARIE, ONTARIO, P6A 6P2

April 4, 2013

Kirsten Walli, Board Secretary
Ontario Energy Board

P.0. Box 2319, 27" Floor
2300 Yonge Street

Toronto, ON M4P 1E4

Attention: Ms. Walli

Re: PUC Distribution Inc. (PUC) 2013 Cost of Service Electricity Distribution Rate
Application EB-2012-0162 - Interrogatory Responses

Please find attached PUC’s 2013 Cost of Service Electricity Rate Application Interrogatory
Responses.

Attached to this cover letter:
= 2 paper copies of the 2013 Cost of Service Electricity Distribution Rate Application
Interrogatory Responses.
= A copy of the Responses and all excel workforms have been filed through the Web
Portal.

In the event of any additional information, questions or concerns, please contact Jennifer
Uchmanowicz, Rate and Regulatory Affairs Officer, at Jennifer.Uchmanowicz@ssmpuc.com or
(705) 759-3009.

Sincerely,

;;/ /{Zé/ﬂ? PERELENC

Jennifer Uchmanowicz

Rates and Regulatory Affairs Officer

PUC Distribution Inc.

Sault Ste. Marie Ont.

Email: Jennifer.uchmanowicz@ssmpuc.com
Phone: 705-759-3009
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EXHIBIT 1 — GENERAL AND ADMINISTRATIVE DOCUMENTS

Exhibit 1 - Issue # 1— Implementation Date For New Rates

Board Staff IR 1-Staff-1

Ref. Exh 1-1-5
PUC is requesting rates effective May 1, 2013 and notes it requires the Rate Order by April 15,
2013 to implement rates on May 1, 2013.

a) Will PUC be requesting the Board to declare its existing rates interim effective May 1, 2013
in the event that it appears that the new rates won't be available for a May 1, 2013
implementation?

b) In the event that the new rates are not available for a May 1, 2013 implementation, will PUC
be seeking recovery of forgone revenue?

c) Please explain why PUC requires the final rate order two weeks in advance of May 1. Please
identify the issuance date of the first bills reflecting May 1 consumption.

PUC Response

a) PUC confirms it will be requesting the Board to declare its existing rates interim effective
May 1, 2013 in the event that it appears the new rates won't be available for a May 1,
2013 implementation.

b) In the event that new rates are not available May 1, 2013, PUC will seek forgone
revenue.

c) In Exhibit 1, Tab 2, Schedule 1, Page 3, PUC states “To achieve rate implementation by
a requested date (usually the 1% of a month) PUC requires the rate order by the 10" day
of that month.” To clarify, if a rate order was issued effective May 1%, 2013, PUC would
require the rate order by May 10", 2013.
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Exhibit 1 - Issue # 2— RRWF

Board Staff - IR 1-Staff-2

Ref: RRWF

Upon completing all interrogatories from Board staff and intervenors, please provide an
updated RRWF with any corrections or adjustments that the applicant wishes to make to the
amounts in the previous version of the RRWF included in the middle column. Please include
documentation of the corrections and adjustments, such as a reference to an interrogatory
response or an explanatory note.

PUC Response

As a result of the interrogatories PUC proposes the following adjustments which are reflected in
the RRWEF, revised models, and bill impacts submitted with the IR responses.

1. Cost of Power Calculation

Energy Probe — IR 2-EP-11

PUC has changed the electricity prices used in the cost of power calculation to reflect the
Regulated Price Plan Report for November 1, 2012 to October 31, 2013.

The RPP rate used in the revised cost of power calculation is $0.07932 per kWh for RPP
customers and $0.08001 per kWh for Non-RPP customers ( Forecast Wholesale Electricity Price
$20.65 per MWh plus the Impact of Global Adjustment $59.36 per MWh).

In the revised cost of power calculation PUC also included the change in the forecast 2013 test
year kWh'’s as stated in Exhibit 3 and in item #3 below for an adjustment in CDM savings.

PUC also revised the cost of power calculation for the Boards Decision issued March 21, 2013,
EB-2013-0067 regarding the revised wholesale market service charges and rural or remote
protection plan rate charges as in item #7 below.

The revised cost of power amount as a result of the interrogatory response is $67,087,680 vs.
63,539,559 as originally filed in the application.

A full calculation is provided in Energy Probe IR 2-EP-11.

2. Cost of Capital Parameters

On February 14, 2013 the OEB issued updated cost of capital parameters for 2013 cost of
service rate applications.
PUC has updated the cost of cost of capital parameters as follows:

ROE 8.98%; Deemed LTD 4.12%; Deemed ST Debt Rate 2.07%
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3. CDM Savings Adjustment in 2013 Test Year Load Forecast

Board Staff IR-3-Staff-24 and VECC IR3-VECC-19

In the application PUC applied for a 9,249,000 kwh manual adjustment in the 2013 test year to
reflect CDM savings based on the Electricity Conservation and Demand Targets Board file
number EB-2010-0216 issued June 22, 2012. Based on the CDM schedule from the OPA in
2013 the target conservation is 30% of the cumulative energy savings target of 30.83 GWh.

As a result of the interrogatory responses, PUC has proposed changes to the CDM savings
adjustment. PUC proposes the following adjustments:

e CDM adjustment is updated to include the 2011 actual CDM results and their persistence
assumed in equal increments for 2012, 2013 and 2014 to achieved PUC’s CDM target of
30.83GWh.

e Since the 2011 purchased energy used in the regression analysis is the actual data and
already reflects the impact of the CDM programs implemented in 2011, it is essentially
“double counting” the CDM adjustment and should be reduced by the 2011 CDM results.

Therefore, the manual adjustment for CDM savings to the 2013 test year kWh forecast

purchases as a result of the interrogatories is 6,980,320 kWh vs the 9,249,000 in the original
application.

4. LRAM Rate Rider

Board Staff IR-4-Staff-40 and VECC IR-VECC-41

As an oversight, PUC included the incorrect LRAM amounts in Table 14 of the additional
information filed as part of the cost of service rate application. The total LRAM claim is
$102,281 and LRAMVA is $37,753 for a total of $140,034. As a result of the interrogatories,
PUC has corrected the LRAM rate rider to reflect the $102,281. PUC also changed the 2013
forecast kWh and kW to reflect the adjustment to CDM savings as noted in #3 above.
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Residential GS<50 GS>50 Total
Pre 2011 - LRAM 2005 to
2010 program with B84 586 10,191 6,082 100,859
persisting losses (3]
Carrying LRAM (5) 1192 144 B6 1422
Sub Tota 85,778 10,335 B6,168 102,281
Annual Volume (2013
340,262,684 102,090,126 027,735
Forecast)
Charge Parameter k'Wh kKWh kW
Rate Rider for LRAM for s T T
persisting losses until 2011 i ) )
2011 LRAMYA (5) 12,804 12,203 11,734 36,741
Carrying Charges LRAMYVA
353 336 323 1012
is)
Sub Tata 13,157 12 539 12,057 37,753
Annual Volume (2013
340,262,684 102,090,126 627,735
Forecast)
Charge Parameter kWh kwh kw
Rate Rider for LRAMVA 0.0000 0.0001 0.0192
Total 140,034

5. Cost Allocation - Meter Reading Costs and Allocator

Board Staff IR 7-Staff-47 and IR 7-Staff-48

PUC has re-filed, with the interrogatory responses, a revised cost allocation model that
reflects the allocator change to CWMR for meter reading costs and includes a completed
sheet 17.2 with weighting factors for meter reads.

6. Retail Transmission Service Rates

Board Staff- IR 8-Staff-50 and VECC IR-VECC-38

As a result of the interrogatories, PUC has updated the RTSR workform to reflect the Uniform
Transmission Rates effective January 1, 2013. A revised RTSR workform has been submitted as
part of the interrogatory response as PUC Distribution_IRR_RTSR Model_20130404. A summary
of the changes are in the table below.
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Proposed RTSR

Metwork rates

Asfiledin updated with

the January 1, 2013

Rate Class application | approved rates
Residential k'Wh 0.0058 (0.0059
General Service Less Than 50 kW k'Wh 0.0054 0.0055
General Service 50 to 4,999 kW kW 2.2063 2.2434
General Service 50 to 4,999 kW —Interval Metered kW 2.7747 2.8214
Unmetered Scattered Load kK'Wh 0.0054 0.0055
Sentinel Lighting kW 1.6724 1.7006
Street Lighting kW 1.6639 1.6919

7. Wholesale Market Service Charge and Rural or Remote Protection Rate

On March 21, 2013 the OEB issued its decision and rate order in proceeding EB-2013-0067 to
change the level of the Wholesale Market Service and the Rural or Remote (RRRP) rate effective
May 1, 2013. The rates are 0.44 cents/kWh for WMSR and 0.12 cents/kWh for RRRP. PUC has
reflected the rate change for WMSC and RRRP in the interrogatory responses.

8. Loss Factors

Board Staff IR-Staff-51

Board Staff noted the total loss factor for the primary metered customer less than 5,000 kW
should be 99% of the total loss factor for the secondary metered customer less than 5,000kW.
PUC agrees with Board Staff and the revised loss factors are included below:

Total Loss Factor — Secondary Metered Customer < 5,000 kW 1.0489
Total Loss Factor — Primary Metered Customer < 5,000 kW 1.0385

9. HST/OVAT

Board Staff IR 9-Staff-52

PUC has updated the HST savings on OM&A and capital amounts until April 30, 2013. Based on
the revised calculation in IR 9-Staff-52, PUC is requesting a disposition amount of $250,915 be

returned to customers in the form of a rate rider.

10. Estimated kW for Sub-account Global Adjustment Disposition

Board Staff — IR 9-Staff-54

PUC has revised the kW allocator for the Non-RPP GS>50 to 544,238 kW instead of the 675,864
kW as in the original application. The change has been reflected in the interrogatories.
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11. Withdraw Request for PP&E Account 1575 and Request Amount for 1576 Variance

Board Staff IR 9-Staff-58; Board Staff IR 9-Staff-59; Energy Probe IR 9-EP-24

PUC confirms it has decided to stay on CGAAP and defer implementation of IFRS, therefore the
bridge and test year should be filed under CGAAP. PUC is requesting the Board to approve its
2013 cost of service rate application under CGAAP.

Although not electing to implement IFRS for reporting purposes, PUC did adopt the extended
useful lives and overhead capitalization components of IAS 16 in 2012 as originally filed in the
application for the bridge and test year. The change in accounting policies for the asset useful
lives and capitalization of overheads is outlined in OEB notice to distributors issued July 17,
2012.

The only changes PUC made to file under MIFRS for the bridge and test year were the change in
useful lives, capitalization of overheads, and a 1575 deferred PP&E account.

Since the changes in the estimated useful lives and capitalization of overheads can be made
under CGAAP, the only change PUC is proposing to the original application to file under CGAAP
is the removal of the 1575 deferred PP&E account.

PUC is proposing the impacts of the changes in the useful lives and overhead capitalization
policies effective January 1 2012 be recorded in account 1576 — Accounting changes under
CGAAP.

Based on the Boards July 2012 APH-FAQs guidance on account 1576, PUC is proposing
$335,332 be included in the 1576 variance account and be amortized over a 4 year period. PUC
has included in the interrogatory response a reduction in depreciation expense of $83,833
(355,332/4).

12. Revised Models Filed with the Interrogatory Responses

PUC Distribution_IRR_Chapter 2 Appendices

PUC Distribution _IRR_Weather Normalization Regression Model
PUC Distribution _IRR_Cost Allocation Model

PUC Distribution_IRR_EDDVAR_Continuity Schedule

PUC Distribution_IRR_RTSR Model

PUC Distribution_IRR_Income Tax_PILs_Workform

PUC Distribution_IRR_Rev_Reqt_ Work _Form
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Exhibit 1 - Issue # 3 — Bill Impacts

SEC - IR 1-SEC-4
[Ex. 1/1/2, p. 2]

Please confirm that, for a school in the GS>50 kW class with a 100 kW load, the Applicant is
proposing to increase its basic charges (monthly fixed charge plus volumetric rate) from
$7,068.96 per year to $8,514.36 per year, totaling $1,445.40 per year, an increase of 20.45%
from existing rates. Please reconcile this proposed increase with the comparison above of
existing GS>50 kW rates for other similar-sized distributors.

PUC Response

PUC confirms, as calculated above, the proposed increase per year totaling $1,445.40 for the
basic charge (monthly fixed service charge plus volumetric rate) for the GS>50 kW rate class
customers with a 100 kW load.

There are many factors that influence and skew the ability to provide an accurate and meaningful
comparison of similar sized distributors. For example, Board approved revenue to cost ratios
differ, the percentage change applied for varies depending on an IRM application vs. a cost of
service rate application and final rate orders and decisions have not been issued for 2013 rates
for many utilities.

PUC has included below the proposed bill impact from the original application for a GS>50 kW
customer consuming 100 kW. The total bill impact for the GS>50 kW customer consuming 100
kW is an increase of 0.96% before any adjustments as a result of the interrogatories are
reflected.
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Bill Impacts

Customer Class: General Service > 50kW

Consumption[ 52339] kWh @ May1-October3i 3 Movember 1- April 30 (Select this radio button for applications filed afi

100 kW
Current Board-Approved Proposed Impact
Charge Rate Volume | Charge Rate Volume | Charge
Unit ($) ($) (8) ($) $ Change | % Change
Monthly Service Charge Manthly $ 146.7400 115 146.74 $ 177.4400 115 17744 3 30.70 20.92%
Smart Meter Disposition Rider ~ Maonthly 5 37.3500 1% 3735 15 - -5 37.35| -100.00%
Stranded Meter Rate Rider  * Manthly 15 - 5 80.7000 1% 8070 & 80.70
h 115 15 - $ -
) 15 1§ 5
b IE - 18 - 5 -
Distribution Volumetric Rate per kW 8 44234 1005 44234 § 53209 1000 & 532.09 5 89.75 20.29%
52339| 3 - £2339] § - 5 -
LRAM & SSM Rate Rider 52339 % 52339] 5 - $ -
LRAM Rate Rider Y per kW 52339| % 5 0.0569 10006 569 5 5.69
) 52339 § 52339| § $
) 52339| § £2339] § 5
h 52339| § 52339] § 5
h £2339| § £2339) § $
) 52339| § £2339] § $
h 52339| § - 62339/§ - 5 -
Sub-Total A § 62643 § 795.92 § 169.49 27.06%
Deferral/Variance Account per kW L 10016 4259 | |6 14454 10015 14454 | |§ 10195 239.38%
Disposition Rate Rider
52339| % 52339] § $
h £2339| § 62339) § $
) 52339| § - £2339] § 5
Low Voltage Senice Charge 52339] 5 - | 52339| 5 $
im;l:trMe:eE;Ergity Chharge = 52339| b
ub-Total B - Distribution
(includes Sub-Total A) $ 583.84 $ 651.38 § 67.54 11.57%
RTSR - Metwork per kW 5 24921 1055 26052 § 22063 105/ & 23142 -5 2911 -11.17%
RTSR - Line and
Transformation Connection SAT15) 3 5 5
Sub-Total C - Delivery
(including Sub-Total B) § 84436 § 882.80 § 38.43 4.55%
Wholesale Market Senice per kWh 5 0.0052 o
Charge (WMSC) 54715| & 28452 §  0.0052 54898| § 28547 & 0.95 0.33%
Rural and Remote Rate per kWh & 0.0011 a
Protection (RRRP) 54715| 5  60.19 5 0,001 54898) §  60.39 5 0.20 0.33%
Standard Supply Sewvice Charge Monthly 5 0.2500 115 0.25 5 02500 1% 025 5 0.00%
Debt Retirement Charge (DRC) §  0.0020 54715| & 10943 §  0.0020 54898 § 109.80 t 0.37 0.33%
Energy - RPP - Tier 1 5 00780 G00[S 45.00 50,0730 600l & 45.00 5 0.00%
Energy - RPP - Tier 2 § 00830 54115( § 4,762.14 5 0.0880 54296) $4.775.26 3 16.12 0.34%
TOU - Off Peak § 00650 35018|§ 227615 5 0.0850 35135| $2.283.77 & 7.62 0.33%
TOU - Mid Peak §  0.1000 98495 98487 5 0.1000 9882| § 98817 5 3.30 0.33%
TOU - On Peak 5 01170 9849( § 1.152.30 5 01170 9862 51.156.16 5 3.86 0.33%
Total Bill on RPP (before Taxes) $ 6,105.89 $6,161.96 $ 56.08 0.92%
HST 13% 57937 13% 5 ©01.06 5 7.29 0.92%
Total Bill (including HST) § 6,899.65 $6,963.02 5 63.37 0.92%
Ontario Clean Energy Benefit * -5 689.97 -5 696.30 ) 6.33 0.92%
Total Bill on RPP {including OCEB) § 6,200.68 $6,266.72 § 57.04 0.92%
Total Bill on TOU (before Taxes) $ 5.712.08 $5,766.81 $ 54.73 0.96%
HST 13% § 74257 13% 5 74969 ) 7.12 0.96%
Total Bill (including HST) § 6.454.65 $6,516.49 3 61.85 0.96%
Ontario Clean Energy Benefit ' (5 64546 s 65165 5 6.19 0.96%
Total Bill on TOU {including OCEB) $ 5,809.19 $5,864.84 § 55.66 0.96%

Loss Factor (%)
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Board Staff - IR 1-Staff-3

Ref: Appendix 2-W, Bill Impacts

Upon completing all interrogatories from Board staff and intervenors, please provide an
updated Appendix 2-W for all classes at the typical consumption / demand levels (i.e. 800 kwWh
for residential, 2,000 kwWh for GS<50).

PUC Response

PUC has provided below the revised bill impacts as a result of the interrogatories. The
adjustments made by PUC are listed at Board Staff - IR 1-Staff-2 and a revised Chapter 2
Appendices has been filed with the interrogatory responses.



PUC Distribution

Interrogatory Responses
2013 Cost of Service Rate Application EB-2012-0162

Page 10 of 247

Bill Impacts
Customer Class: Residential
Cnnsumptinn kWh @ Mayl-October3l () Mowember1- April 30 (Select this radio button for applications filed af
Current Board-Approved Proposed Impact
Charge Rate Volume | Charge Rate Volume | Charge
Unit (%) (%) (%) ($) $ Change | % Change
Monthly Service Charge Maonthly & 8.8100 1% 83 $  10.6200 115 1062 3 1.81 20.54%
Smart Meter Disposition Rider  Monthly & 3.0300 1% 303 15 - 5 3.03| -100.00%
Stranded Meter Rate Rider ™ Manthly 15 - g 1.9800 11 5 1.99 3 1.99
] 118 18 5 -
A 1|5 1|5 5
h 18 - 18 - 5 -
Distribution Volumetric Rate per kWh 5 0.0152 966| 5 14.68 5  0.0183 966| & 17.68 3 299 20.39%
966| 5 - 966| 5 - 3 -
LRAM & SSM Rate Rider per kWh 5 0.0015 96| F 145 966| 5 - -5 145 -100.00%
LRAM " per kWh 966 5 5 0.0003 966|§  0.29 3 0.29
] 966 5 96| 5 - 5 )
b 966 5 966/ 5 $
] 966| 5 966| & §
b 966 5 966/ 5 $
] 966| § 966| & 5
A 966)5  - 966/ 5 - 5 -
Sub-Total A 5 2797 5 3058 $ 2.61 9.31%
Deferral/Variance Account perkivh |5 0.0013 966|5 126| |§  0.0044 9665 425| |5 299 | 238.46%
Disposition Rate Rider
] 966| 5 966| & §
A 966| 5 966| 5 )
] 966| 5 966| & §
Low Voltage Senice Charge 966| § - 966 & 5
Smart Meter Entity Charge DA 966[ § 3
Sub-Total B - Distribution
{includes Sub Total A) $ 26.72 $ 2633 $ 0.39 -1.46%
RTSR - Metwork per kWh 5 0.0066 1010( 5  6.67 $  0.0059 1013|5598 -5 0.69 -10.31%
RTSR - Line and
Transformation Connection 10103 10139 5
Sub-Total C - Delivery
(including Sub.Total B) $ 3338 $ 323 $ 1.08 3.22%
Wholesale Market Senvice per kWh 5 0.0052 5
Charge (WMSC) 010(5 525 5  0.0044 1013|5446 5 0.79 -15.10%
Rural and Remote Rate per kWh 5 0.0011 o
Protection (RRRP) 0035 1M 5  0.0012 10135 122 3 0N 9.46%
Standard Supply Senice Charge Monthly 5 0.2500 1% 025 5 0.2500 115 025 3 - 0.00%
Debt Retirement Charge (DRC) :) 0.0020 00(s 202 5 0.0020 10135 203 5 0.01 0.33%
Energy - RPP - Tier 1 5 0.0750 600( 5 45.00 5  0.0750 600[ & 45.00 3 - 0.00%
Energy - RPP - Tier 2 ) 0.0880 4101 §  36.07 $  0.0880 4131 § 36.36 3 0.30 0.82%
TOU - Off Peak & 0.0650 646 5 42.01 $  0.0650 648l & 4215 3 0.14 0.33%
TOU - Mid Peak 5 0.1000 182\ 5 18.18 5 0.1000 182§ 18.24 3 0.06 0.33%
TOU - On Peak 5 0.1170 182 5 21.27 5  0.1170 182/ 5 2134 5 0.07 0.33%
Total Bill on RPP (before Taxes) $ 123.08 $ 121.62 $ 1.46 1.19%
HST 13% 5 16.00 13% 5 1581 -5 0.19 -1.19%
Total Bill (including HST) 5 139.08 § 13743 5 1.65 -1.19%
Ontario Clean Enerayv Benefit 5 13.91 -5 1374 3 017 -1.22%
Total Bill on RPP (including OCEB’ $ 12517 $ 123.69 $ 1.48 -1.18%
Total Bill on TOU (before Taxes) $ 12347 $ 121.98 3 1.48 1.20%
HST 13% 5 16.05 13% § 1586 5 0.19 -1.20%
Total Bill (including HST) § 139.52 § 13784 -5 1.68 -1.20%
Ontario Clean Energy Benefit ! s 13.95 s 1378| |§ 0.17 1.22%
5

Total Bill on TOU Iincludini OCEB‘ $ 125.57 $ 124.06 1.51 -1.20%

Loss Factor (%)
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Consumption|  800| kWh @ May1-October3t (7 Novemberi- April 30 (Selectthis radio button for applications filed af

Current Board-Approved Proposed Impact
Charge Rate Volume | Charge Rate Volume | Charge
Unit (%) (%) (%) (%) $ Change | % Change
Maonthly Senvice Charge Monthly 5 8.8100 118 881 5 10.6200 115 1062 5 1.81 20.54%
Smart Meter Disposition Rider  Monthly 5 3.0300 1% 303 15 - -5 3.03| -100.00%
Stranded Meter Rate Rider  * Monthly 115 - 5 1.9900 1% 199 5 1.99
] 15 - 18 - $ -
3 115 - 15 - &
h 18 - U E 5 -
Distribution Volumetric Rate per kiWh 5 00152 800|5 1216 5 00183 800| 5 1464 5 248 20.39%
800( 5 - 800 5 - § -
LRAM & SSM Rate Rider per kiWh $ 00015 800|% 120 800| % - -5 120 -100.00%
LRAM  per kWh 800( 5 - 5 0.0003 800|% 024 5 0.24
] B00|§ - BOO|S - $ -
3 800( 5 - 800( 5 - &
] B00|§ - BOO|S - 5
3 800( 5 - 800| 5 - &
] B00|§ - BOO|S - 5
k 800|§ - 800|5 - 5 -
Sub-Total A § 2520 § 2749 § 2.29 9.09%
Deferial/Vaanca Account — perkih (5 D00B] g5 04| |5 oo044| soo|s 3s2| | 248| 23846%
Disposition Rate Rider
] B00|§ - BOO|S - 5
3 800( 5 - 800| 5 - &
h B00|§ - BOO|S - 5
Low Woltage Senice Charge 800 § - 800( % - 5
Smart Meter Entity Charge .. 800] § - 5
Sub-Total B - Distribution
R ] § 2416 § 2397 5 0.19 £0.79%
RTSR - Network per kWh & 0.0066 836| % 552 5 0.0059 8395 4.9 -5 0.57 -10.31%
RTSR - Line and
Transformation Connection 836 % i 8395 i 5
Sub-Total C - Delivery
(including Sub Total B) $ 29.68 $ 2892| |§$ 0.76 2.56%
Wholesale Market Senvice per kK\Wh 5 0.0052 o
Charge (WMSC) 836| 5% 435 5 0.0044 839|% 369 -5 0.66 -15.10%
Rural and Remote Rate per k\Wh 5 0.0011 a
Protection (RRRP) 836) % 082 5 0.0012 83915 1M 5 0.09 9.46%
Standard Supply Service Charge Monthly 5 0.2500 1% 025 5 02500 1% 025 5 - 0.00%
Debt Retirement Charge (DRC) § 00020 836|5 167 50,0020 839|5 168 5 0.01 0.33%
Energy - RPP - Tier 1 5 00730 600| 5 45.00 50,0750 600| 5 45.00 5 - 0.00%
Energy - RPP - Tier 2 §  0.0880 2361 & 2080 $  0.0880 23915 21.04 $ 0.25 1.18%
TOU - Off Peak 5 0.0620 535|% 3479 5 00650 53715 34M 5 0.12 0.33%
TOU - Mid Peak $ 01000 15115 15.05 $  0.1000 15115 1510 $ 0.05 0.33%
TOU - On Peak 5 01170 15115 17.61 501170 151| 5 17.67 5 0.06 0.33%
Total Bill on RPP (before Taxes) $ 102.67 $ 101.59 5 1.08 1.05%
HST 13% 5 1335 13% 5 132 -5 0.14 -1.05%
Total Bill {including HST) 5 116.01 5 1480 35 1.22 -1.05%
Ontario Clean Eneray Benefit ' -5 11.60 -5 1148 $ 0.12 -1.03%
Total Bill on RPP (including OCEB; § 104.41 § 103.32 5 1.10 -1.05%
Total Bill on TOU (before Taxes) $ 104.33 $ 103.23 5 1.10 1.05%
HST 13% 5 1356 13% 5 1342 -5 0.14 -1.05%
Total Bill {including HST) 5 117.89 5 116.65 5 1.24 -1.05%
Ontario Clean Eneray Benefit * [s 1179 [s 1167] |5 012|  -1.02%
5

Total Bill on TOU iincludini OCEB‘ § 106.10 § 104.98 1.12 -1.06%

Loss Factor (%)

4.5400%

4.8900%
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Bill Impacts

Customer Class: General Service < 50

Consumption 2493| KWh @ Mayi-October3l ¢ November1- April 30 (Select this radio button for applications filed af

Current Board-Approved Proposed Impact
Charge Rate Volume | Charge Rate Volume | Charge
Unit (%) (%) ($) (%) $ Change | % Change
Monthly Service Charge Monthly 5 15.0000 1% 1500 5 18.0800 118 18.08 3 3.08 20.53%
Smart Meter Disposition Rider  Monthly 5 18.3800 1% 18.38 15 - 5 18.38 | -100.00%
Stranded Meter Rate Rider  * Monthly 1% - 5 65100 1% 651 5 6.51
] 18 - I E T 5 -
] 18 - 18 5
] 18 - I E T 5 -
Distribution Volumetric Rate per kWh 5 0.0180 24931 5 4487 5 o027 249315 5410 3 9.22 20.56%
2493 § - 2493| % - 3 -
LRAM & SSM Rate Rider per kWh 5 0.0001 249318 025 2493| 5 - 5 025 | -100.00%
LRAM " per KWh 2493| 5 - §  0.0001 249315 025 3 0.25
LRAMVA " per KWh 2493| 5 - §  0.0001 249315 025 3 0.25
] 249318 - 249318 - 5 -
N 2493| § - 2493| § 3
N 2493|§ - 2493 § ]
N 2493| § - 2493| § 3
] 2493/§ - 2493|§ - 5 -
[SubTotal A § 7850 $ 7919 3 0.68 0.87%
Deferral/Variance Account perkWh 15 000131 op9315  324| |$ o00a1| 24335 1022| |$ 698 | 21538%
Disposition Rate Rider
2493| § - 2493| § 3
2493| § - 2493| § 3
2493| § . 2493( 5 3
Low Voltage Senice Charge 2493] § - 2493( 5 3
Smart Meter Entity Charge OO M 2493/ 5 5
Sub-Total B - Distribution
(includes Sub-Total A) $ 7526 $ 6897 (3§ 6.30 8.37%
RTSR - Metwork per kWh 5 0.0061 26060 3 15.90 5 0.0055 261505 14.38 3 1.52 -9.53%
RTSR - Line and
Transformation Connection 2606 3 i 6153 5
Sub-Total C - Delivery
(including Sub Total B) $ 9116 $ 8335 |[§ 7.81 £.57%
Wholesale Market Sewice per k'Wh ) 0.0052 o
Charge (WMSC) 26060 3 13.55 §  0.0044 261505 11.51 5 2.05 -15.10%
Rural and Remote Rate per K\Wh 5 0.0011 o
Protection (RRRP) 2606( 5 287 5 0.0012 261505 314 ) 0.27 9.46%
Standard Supply Serice Charge Monthly 5 0.2500 1% 025 5 0.2500 1% 025 3 - 0.00%
Debt Retirement Charge (DRC) 5 0.0020 2606/ 521 5 0.0020 2615|5523 3 0.02 0.33%
Energy - RPP - Tier 1 5 0.0750 600| 5 4500 5 0.0750 600| 5 4500 3 - 0.00%
Energy - RPP - Tier 2 5 0.0880 2006| § 176.54 §  0.0880 2015| § 177.31 3 077 0.43%
TOU - Off Peak 5 0.0650 1668 § 108.42 §  0.0650 1674| 5 108.78 3 0.36 0.33%
TOU - Mid Peak 5 0.1000 469§ 46.91 §  0.1000 47| 5 4707 3 0.16 0.33%
TOU - On Peak 5 01170 469/ 5 5489 5 0.1170 47115 5507 3 0.18 0.33%
Total Bill on RPP (before Taxes) $ 334.59 $ 325.78 | |$ 8.80 -2.63%
HST 13% 5 4350 13% 5 4235 5 1.14 -2.63%
Total Bill (including HST) $ 378.08 § 368.13 5 9.95 -2.63%
Ontario Clean Energy Benefit 1 -5 3781 -5 3681 5 1.00 -2 64%
Total Bill on RPP (including OCEB] § 34027 $ 33132 [§ 8.95 -2.63%
Total Bill on TOU (before Taxes) $ 323.26 $ 31439 |$ 8.87 2.74%
HST 13% 5 4202 13% § 4087 |5 1.15 -2.74%
Total Bill (including HST) $ 365.28 § 355.26 5 10.02 -2.74%
Ontario Clean Eneray Benefit ! 5 36.53 s 3553 5 1.00 -2.74%
5

Total Bill on TOU Iincludini (}CEB‘ § 328.75 $ 319.73 9.02 -2.74%

Loss Factor (%) 4.5400% 4.8900%



PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 13 of 247

Bill Impacts

Customer Class: General Service < 50

Consumption 2000 KWh @ May1-October31 (3 Movember 1- April 30 (Select this radio button for applications filed af

Current Board-Approved Proposed Impact
Charge Rate Volume | Charge Rate Volume | Charge
Unit (%) (%) ($) ($) $ Change | % Change
Monthly Service Charge Monthly $ 15.0000 115 15.00 $ 18.0800 115 18.08 3 3.08 20.53%
Smart Meter Disposition Rider  Monthly $ 18.3800 1% 18.38 15 - -5 18.38 | -100.00%
Stranded Meter Rate Rider  * Monthly 115 - b 6.5100 1% 651 3 6.51
A lE 15 § -
h 1% 1% 5
h 1% - 15 - 5 -
Distribution Volumetric Rate per kWWh §  0.0180 2000{ 5 36.00 § 00217 2000| 5 4340 ) 740 20.56%
2000( 5 - 2000 5 ! -
LRAM & SSM Rate Rider per kWh §  0.0001 200005 020 2000( 5 - 5 020 -100.00%
LRAM A 2000 5 5 0.0001 200005 020 3 0.20
LRAMVA ] 2000( 5 3 0.0001 200005 020 3 0.20
] 2000| 3 200008 - § -
] 2000| 3 2000| 5 §
] 2000| 3 2000| 5 5
] 2000| 3 2000| 5 5
h 200008 - 2000(8 - 5 -
Sub-Total A $ 69.58 $ 6839 3 1.19 1.71%
Deferral/Variance Account  perkiVh |5 00081 o005 96| |5 oo00a1| 200005 820 |§  560| 21538%
Disposition Rate Rider
A 2000( % 2000| § 5
3 2000| % 2000| § 5
3 2000| % 2000| § 5
Low Voltage Senice Charge 2000 5 - 2000 5 5
Smart Meter Entity Charge R 2000 5 b
Sub-Total B - Distribution
(includes Sub Total A) $ 66.98 $ 60.19| |§ 6.79 10.14%
RTSR - Netwark per kWh §  0.0061 20915 1275 § 00055 20985 1154 5 1.22 -9.53%
RISR-Lineand 20915 - 2098/ § 5
Transformation Connection
Sub-Total C - Delivery
(including Sub Total B) § 79.73 § 7.3 $ 8.01 -10.04%
Wholesale Market Service per kWh $ 0.0052 o
Charge (WMSC) 2091| 5 1087 § 00044 20985 923 5 1.64 -15.10%
Rural and Remote Rate per kWh 3 0.0011 a
Protection (RRRP) 209115 230 5 00012 20985 252 3 022 9.46%
Standard Supply Senice Charge Monthly 5 0.2500 1% 025 $  0.2500 156 025 3 - 0.00%
Debt Retirement Charge (DRC) §  0.0020 209115 418 § 0.0020 20985 420 ! 0.01 0.33%
Energy - RPP - Tier 1 5 0.0750 600§ 45.00 §  0.0750 600( 5 4500 3 - 0.00%
Energy - RPP - Tier 2 5 0.0880 1491 § 131.19 §  0.0830 1498) § 131.81 § 0.62 0.47%
TOU - Off Peak §  0.0650 1338| 5 ©86.98 §  0.0650 1343| 5 &7.27 ) 029 0.33%
TOU - Mid Peak § 01000 376| % 37.63 § 01000 3785 3776 ) 013 0.33%
TOU - On Peak § 01170 376| 5 4403 § 01170 378| 5 4418 3 0.15 0.33%
Total Bill on RPP (before Taxes) $ 273.53 $ 26473 | |$ 8.80 3.22%
HST 13% § 3556 13% $ 344 -5 1.14 -3.22%
Total Bill (including HST) 5 309.09 5 29914 5 9.94 -3.22%
Ontario Clean Energy Benefit ! 5309 5299 ) 1.00 -3.24%
Total Bill on RPP (including OCEB § 278.18 § 269.23 5 £.94 -3.22%
Total Bill on TOU (before Taxes) $ 265.98 $ 25713 $ 8.85 3.3%%
HST 13% $ 3458 13% $ 3343 -5 1.15 -3.33%
Total Bill (including HST) $ 300.56 $ 290.56 -5 10.00 -3.33%
Ontario Clean Enerqy Benefit * 5 30.06 (5 29.06| |$ 1.00 -3.33%
$

Total Bill on TOU Iincludini OCEB‘ $ 270.50 $ 261.50 9.00 -3.33%

Loss Factor (%) 4.5400% 4.8900%



PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 14 of 247

Bill Impacts

Customer Class: General Service > 50kW

Consumption[ 57339] kWh @ Mayl-October3l () November 1- April 30 (Select this radio button for applications filed after Oc

131 kW
Current Board-Approved Proposed Impact
Charge Rate Volume | Charge Rate Volume | Charge
Unit ($) ($) ($) (%) $ Chang % Chang
Manthly Senvice Charge Monthly 5 146.7400 115 146.74 5 1741600 1% 174.16 & 27.42 18.69%
Smart Meter Disposition Rider ~ Monthly $  37.3500 1% 3735 15 - -5 37.35 | -100.00%
Stranded Meter Rate Rider  * Monthly 15 5 80.7000 11§ 8070 3 80.70
] 1% 1% 5 -
A 15 15 5 -
] 15 - 118 - 5 -
Distribution Volumetric Rate per kKW 5 44234 131|5 57947 $ 52250 131| § 684.48 $ 105.01 18.12%
52339 % - 52339( § - 5 -
LRAM & SSM Rate Rider 52339 § 52339| 5 - $ -
LRAM T per kW 131 § - 5 0.0098 131 § 1.28 5 1.28
LRAMVA Y per kW 131) 5 - 5 0.0192 1315 282 5 2.52
] 52339 § - 52339| 5 3 -
A 52339 5 52339| 5 5 -
A 52339| 5 52339) § 5 -
A £2339| 5 52339| § 5 -
h 52339 § - £2339)5 - 3 -
[Sub-Total A § 763.56 § 94313 § 179.58 23.52%
Deferral/Variance Account per kW S 0429 1316 8579| |  1.5262 1316 19980 | |5 14401 258.11%
Disposition Rate Rider
] 52339| 5 52339| § $ -
] 52339 5 52339| 5 5 -
] 52339 5 - 52339| 5 5 -
Low Voltage Senvice Charge 52339 § - 52339| 5 $ -
im;l:trMe:el;ErSity Ei}harge —TlaEaOaOaOmerrsweeE 52339] 5 b -
ub-Total B - Distribution
(includes SubTotal A) $ 707.76 $ 743.33 § 35.57 5.03%
RTSR - Network per kKW 5 2491 13715 34129 5 22434 137|§ 308.26 -5 33.03 -9.68%
RTSR - Line and
Transformation Connection BAT19) § 5 5 i
Sub-Total C - Delivery
(including Sub-Total B) $ 1,049.05 $1,051.59 § 2.54 0.24%
Wholesale Market Senice per kWh &) 0.0052 5
Charge (WMSC) 54715| 5 28452 5 0.0044 54898| 5 24185 5 42.97 -15.10%
Rural and Remaote Rate per kWh & 0.0011 s
Protection (RRRP) 54715|5 6018 5 0.0012 54898| 5 65.88 &) 5.69 9.46%
Standard Supply Senvice Charge Monthly $ 02500 1% 0.25 5 0.2500 1% 025 5 - 0.00%
Debt Retirement Charge (DRC) $ 00020 54715| 5 10943 $  0.0020 54398| 5 109.80 : 0.37 0.33%
Energy - RPP - Tier 1 5 00750 60015 4500 5 0.0750 600| 5 4500 & - 0.00%
Energy - RPP - Tier 2 5 00880 54115 5 4.762.14 5 0.0880 54298| 54.776.26 & 16.12 0.34%
TOU - Off Peak 5 0.0650 35018 5 227615 5 0.0650 35135| $2,283.77 5 7.62 0.33%
TOU - Mid Peak $ 01000 98491 5 98487 $  0.1000 9882 5 98817 :) 3.30 0.33%
TOU - On Peak 5 01170 98491 5 1.152.30 5 01170 9882| §1.156.16 3 3.86 0.33%
Total Bill on RPP (before Taxes) $ 6,310.57 $6,292.32 $ 18.25 0.29%
HST 13% 5 82037 13% $ 818.00 &) 2.37 -0.29%
Total Bill (including HST) 5 713095 3711033 3 20.62 -0.29%
Ontario Clean Energy Benefit 1 -5 713.09 -5 711.03 g 2.06 -0.29%
Total Bill on RPP {including OCEB| $ 6,417.86 $6,399.30 $ 18.56 0.29%
Total Bill on TOU (before Taxes) $ 5916.76 $5,897.17 $ 19.59 0.33%
HST 13% 5 769.18 13% 5 766.63 & 2.55 -0.33%
Total Bill (including HST) 5 6,685.94 $6,663.80 5 2214 -0.33%
Ontario Clean Energy Benefit 1 -5 66E.59 -5 GR6.38 ] 2.21 -0.33%
$

Loss Factor (%) 4.5400% 4.8900%



PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 15 of 247

Bill Impacts

Customer Class: Unmetered Scattered Load

Consumption kWh @ Mayl-October31l () MNovember1- April 30 (Selectthis radio button for applications filed af

Current Board-Approved Proposed Impact
Charge Rate Volume | Charge Rate Volume | Charge
Unit (%) (%) (%) ($) $ Change | % Change
Monthly Service Charge Maonthly 5 11.1300 118 1113 §  13.3700 118 1337 5 224 20.13%
Smart Meter Disposition Rider  Monthly 1 5 - 1 5 - 3
Stranded Meter Rate Rider  * Manthly 1 5 1 5 3
] 1|8 18 5
] 1|8 18 5
] 18 - 18 - 5 -
Distribution Volumetric Rate per kWh 5 0.0273 34501 % 9419 3 0.0328 34500 5 11316 3 18.98 20.15%
3450| 5 - 3450( 5 3
LRAM & SSM Rate Rider 3480| 3 3450 5 3
] 3450 § 3450| $
3 3450 § 3450| $
3 3450 § 3450| $
] 3450| 5 3450/ § 5
] 3450| 5 3450/ § 5
] 3450| 5 3450/ § 5
3 M50/5 - s0l5 - 5 ]
Sub-Total A $ 105.32 $ 126.53 $ 21.22 20.14%
Deferral/Variance Account — perkiWh |5 0008 | qu505 43| |5 oo0041| aaso|s 1s| |5 932| 19286%
Disposition Rate Rider
A 3450| 3 3450 § 5
A 3450| 3 3450 § 5
] 3450| 3 3450 § 5
Low Voltage Senice Charge 3450( 5 3450| 5 5
Smart Meter Entity Charge SREENEE 3450| § 5
Sub-Total B - Distribution
{includes Sub Total A) $ 100.49 $ 11239 $ 11.90 11.84%
RTSR - Metwork per kWh & 0.0061 3607 5 22.00 5 0.0055 36191 & 19.90 5 210 -9.53%
RTSR - Line and
Transformation Connection 36075 i 3619) 8 5
Sub-Total C - Delivery
(including Sub-Total B) $ 122.49 $ 132.29 $ 9.80 8.00%
Wholesale Market Senice per kWh & 0.0052 N
Charge (WMSC) 3607| 5 18.75 &) 0.0044 3619/ & 1592 -5 2.83 -16.10%
Rural and Remote Rate per kWh 5 0.0011 o
Protection (RRRP) 3OT| S 397 5 0.00$12 3619|8434 5 0.38 9.46%
Standard Supply Senice Charge Monthly 5 0.2500 1% 025 5 0.2500 115 025 3 - 0.00%
Debt Retirement Charge (DRC) 5 0.0020 BO7| 5 T §  0.0020 3B19| 8 T.24 3 0.02 0.33%
Energy - RPP - Tier 1 5 0.0750 600) 5 4500 §  0.0750 600| 5 4500 3 - 0.00%
Energy - RPP - Tier 2 5 0.0880 3007 5 264.58 §  0.0830 3019 § 26565 5 1.06 0.40%
TOU - Off Peak 5 0.0650 2308 5 150.04 §  0.0650 2316| 5 150.54 5 0.50 0.33%
TOU - Mid Peak 5 0.1000 649) 5 64.92 §  0.1000 651§ 6514 5 0.22 0.33%
TOU - On Peak b 0.1170 649) 5 75.96 5 01170 651) 5 76.21 5 0.25 0.33%
Total Bill on RPP (before Taxes) $ 462.25 $ 470.69 $ 8.43 1.82%
HST 13% 3 60.09 13% 5 6119 3 1.10 1.82%
Total Bill {including HST) 3 52235 5 531.88 5 9.53 1.82%
Ontario Clean Enerqy Benefit ! 5 6223 5 56319 -5 0.95 1.84%
Total Bill on RPP (including OCEB| $ 470.12 $§ 478.69 $ 8.57 1.82%
Total Bill on TOU (before Taxes) § 443.58 $ 451.92 $ 8.4 1.88%
HST 13% § 57.67 13% § 5875 3 1.08 1.88%
Total Bill (including HST) 5 50125 § 51068 3 9.43 1.88%
Ontario Clean Enerqy Benefit ’ g 50.12 " 51.07| |8 0.95 1.90%
$

Total Bill on TOU Iincludini OEEBi $ 451.13 $ 459.61 8.48 1.88%

Loss Factor (%) 4.6400% 4.8900%



PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 16 of 247

Bill Impacts

Customer Class: Sentinel Lights

Consumption[ 55| kiWh @ May1-October3t () November1- April 30 (Select this radio button for applications filed af

0.1522 kw
Current Board-Approved Proposed Impact
Charge Rate Volume | Charge Rate Volume | Charge
Unit (%) (%) (%) (%) $ Change | % Change
onthly Service Charge Manthly $ 25700 1% 257 5 31500 1% 315 $ 0.58 22.57%
Smart Meter Disposition Rider  Monthly 1% - 15 - $ -
Stranded Meter Rate Rider  * Manthly 1% 15 $
| lE 15 $
A 1% 1% 5
1% - 1% - 5 -
Distribution Volumetric Rate per kW $ 239750 | 0.1522(% 365 § 293499 | 01522|§ 447 5 0.82 22.42%
851 5 - 55| & 5
LRAM & SSM Rate Rider 551 % 55| & 5
3 LR 55| & 5
3 LR 55| & 5
A 85| 5 85| § $
A 85| 5 85| § $
] 55| % 55 % §
] 55| % 55 % §
k £5) § - 5|8 - 5 -
Sub-Total A $ 6.22 § 762 § 1.40 22.48%
Deferal/Variance Account  perkW |8 10438\ o 15015 016| |5 a49796| 01822]S 076| |§  o060| 377.06%
Disposition Rate Rider
55| % 55| § §
55| % 55| § §
3 55| % 55| § §
Low Voltage Senice Charge 85| 5 - 55 §
Smart Meter Entity Charge —_aOTO O O O . e rsss 55| § 5
Sub-Total B - Distribution
e $ 6.06 § 6.86 § 0.80 13.18%
RTSR - Metwark per kW §  1.8891| 0.1592(% 0.30 § 17006 01597(% 027| |5 0.03 -9.68%
RTSR - Line and
Transformation Connection 57| 8 ) 03 5
Sub-Total C - Delivery
g T $ 6.36 § 7113 § 0.77 12.10%
Wholesale Market Senice per kWh & 0.0052 o
Charge (WMSC) 571 % 0.30 §  0.0044 58|65 025 5 0.05 -15.10%
Rural and Remote Rate per kWh 5 0.0011 o
Protection (RRRP) 571 % 0.06 5 0.0012 58|65 007 $ 0.01 9.46%
Standard Supply Senvice Charge Monthly $ 02500 1% 0.25 5 0.2500 115 025 5 - 0.00%
Debt Retirement Charge (DRC) $  0.0020 571% 0.1 $  0.0020 58|% 012 $ 0.00 0.33%
Energy - RPP - Tier 1 $ 0.0750 571% 4.3 $  0.0750 58| % 433 $ 0.01 0.33%
Energy - RPP - Tier 2 § 00830 0% - 5 0.0880 00 % - 5 -
TOU - Off Peak §  0.0650 3718 239 §  0.0650 s 240 $ 0.01 0.33%
TOU - Mid Peak §  0.1000 10| % 1.03 $  0.1000 1005 104 $ 0.00 0.33%
TOU - On Peak § 01170 10 5 1.21 § 01170 1005 121 $ 0.00 0.33%
Total Bill on RPP (before Taxes) $ 1140 $ 1215 $ 0.75 6.54%
HST 13% $ 1438 13% 5 158 $ 0.10 6.54%
Total Bill (including HST) $ 1288 § 1373 $ 0.84 6.54%
Ontario Clean Eneray Benefit * 3 129 5137 $ 0.08 6.20%
Total Bill on RPP {including OCEB] §  11.59 § 1236 § 0.76 6.58%
Total Bill on TOU (before Taxes) $ 1173 $ 1247 $ 0.75 6.37%
HST 13% $ 1.52 13% & 182 $ 0.10 6.37%
Total Bill (including HST) $ 1325 § 1409 $ 0.84 6.37%
Ontario Clean Enerqy Benefit ! s 133 5 41| |5 0.08 6.02%
Total Bill on TOU Iincludini OCEB‘ § 1192 § 12.68 § 0.76 6.41%

Loss Factor (%) 4.5400% 4.8900%



PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 17 of 247

Bill Impacts

Customer Class: Street Lights #1

Consumption[ 363541] kWh @ May1-October3t () November1- April 30 (Select this radio button for applications filed after

1825 kW
Current Board-Approved Proposed Impact
Charge Rate Volume | Charge Rate Volume | Charge
Unit ($) ($) () ($) § Change | % Chang
Monthly Semice Charge Ionthly 25800 8612 5 22.218.96 $ 31000 8612| 5 26.697.20 § 447824 20.16%
Smart Meter Disposition Rider  Monthly 1% - 1% - §
Stranded Meter Rate Rider  * Monthly 1% 1% 5
h 1% 1% 5
h 195 195 5
] 15 - 15 - 5 -
Distribution Volumetric Rate per kW § 16.8045 1625\ § 30,668.21 § 201720 1625| § 36,813.90 § 614569 20.04%
363541| § - 363541| § - 5 -
LRAM & SSM Rate Rider 363541| § 363541| § 5
] 363541 3 363541 3 5
] 363541 3 - 363541 3 5
] 363541 3 - 363541 3 5
] 363541| § - 363541| § $
A 363541| § 363541| § $
] 363541 3 363541 3 5
] 363541 3 - 363541 3 - 5 -
[Sub-Total A § 5288717 § 6351110 § 10,623.93 20.09%
Deferral/Variance Account - perkW — \$  O.7860)  ja5ci s 143445| |5 37765| 1825|S 689211| |5 545766| 38047%
Disposition Rate Rider
363541| § 363541| § 5
] 363541| § 363541| § $
] 363541| § 363541| § $
Low Voltage Serice Charge 363541 5 - 363541 5 5
Smart Meter Entity Charge —_—_—_ T 363541) § 5
Sub-Total B - Distribution
R i $ 51,452.72 $ 56,618.99 $ 5166.27 10.04%
RTSR - Metwork per kW § 1879 1908 5 3.585.81 § 16919 19145 323811 -5 M7 N -9.66%
RTSR-Lineand 3600465 - 1914] $ 5
Transformation Connection
Sub-Total C - Delivery
i iE] § 55,038.54 § 59,857.69 §  4,819.16 8.76%
Wholesale Market Senice per kWh 5 0.0052 o
Charge (WSC) 380046| 5 1,976.24 $ 00044 | 381318)5 167780 |5 29844 -15.10%
Rural and Remate Rate per kWh 5 0001 o
Protection (RRRP) 380046) 5 418.05 § 00012 381318|§5  4AT 5B § 39.63 9.46%
Standard Supply Serice Charge Monthly 5 0.2500 1% 0.25 5 0.2500 1% 0.25 3 - 0.00%
Debt Retirement Charge (DRC) $ 0.0020| 380046{5  760.09 $ 00020 381318|5  762.64 5 2.54 0.33%
Energy - RPP - Tier 1 5 00750 600( 5 45.00 §  0.0750 600( 5 45.00 5 - 0.00%
Energy - RPP - Tier 2 § 0.0880 | 379446|% 3339123 § 00880 | 380718|% 33,503.20 $ 111.97 0.34%
TOU - Off Peak §  0.06A0 | 243229\ % 15809.90 § 00650 | 244044|% 1586284 § 52.93 0.33%
TOU - Mid Peak § 01000 | 6GB408|% 684082 § 01000 | 6B8A37|5 686373 5 22.90 0.33%
TOU - On Peak § 01170 | 63408| % 800376 § 01170 | 686375 803056 5 26.80 0.33%
Total Bill on RPP (before Taxes) § 91,629.39 $ 96,304.16 § 467477 5.10%
HST 13% § 11,911.82 13% § 1251954 § 607.72 510%
Total Bill {including HST) $103,541.21 $108,623.70 § 526249 510%
Ontario Clean Energy Benefit 1 -5 10,354 12 -5 10,882 37 -5 h28.25 510%
Total Bill on RPP {including OCEB| $ 93,187.09 $ 97,941.33 $ 475424 5.10%
Total Bill on TOU (before Taxes) § 88,347.66 $ 93,513.08 § 466543 5.25%
HST 13% $ 11,550.20 13% § 12.156.70 5 606.51 5.25%
Total Bill {including HST) $100,397.85 $105,669.79 § 52783 5.25%
Ontario Clean Energy Benefit 1 -5 10.039.79 -5 10.566.98 -3 02719 5.25%
§

Total Bill on TOU iincludini OCEB‘ $ 90,358.06 § 95,102.81 4,744.74 3.25%

Loss Factor (%) 4.5400% 4.8900%



PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 18 of 247

Bill Impacts

Customer Class: Street Lights #2

Cﬂﬂsumptiﬂﬂlm kWh @® May1-October3l 3 November 1- April 30 (Select this radio button for applications filed after

23 kw
Current Board-Approved Proposed Impact
Charge Rate Volume | Charge Rate Volume | Charge
Unit (%) ($) ($) () $ Chang % Chang
Manthly Service Charge Monthly $ 25800 45 29412 $  3.1000 1145 35340 5 59.28 20.16%
Smart Meter Disposition Rider  Manthly 15 - 5 - $ -
Stranded Meter Rate Rider  * Monthly 15 15 $
3 1% 1% $
3 1% 1% $
] 15 - IE - § -
Distribution Volurnetric Rate per kW 3 16.8045 2315 386.50 5 201720 235 463.96 5 77.45 20.04%
7878| & - 7878 5 - $ -
LRAM & SSM Rate Rider 7878| & 7878 5 $
3 7878| & 7878 5 $
1 7878| & - 7878 5 $
1 7878| & - 7878 5 $
1 7878| & - 7878 5 $
J 7878| & 7878 5 $
A 7873| 5 7878| § 5
] 7873| - 7878| § - 5
Sub-Total A § 68062 § 817.36 § 136.73 20.09%
DeferailVanance fecount SN ($  0.7660 235 1808| |5 37765 23| 8686 | |5 6878| 380.47%
Disposition Rate Rider
A 7873| 5 7878| 5 §
\ 7873| 5 7878| 5 §
] 7873| 5 7878| 5 §
Low Voltage Senvice Charge 7378 § - 7873| § )
Smart Meter Entity Charge _ 7878| 5 5
Sub-Total B - Distribution
(includes Sub-Total A) $ 66255 $  730.50 $ 67.95 10.26%
RTSR - Metwork per kW 3 1.8795 241 5 4519 $  1.6919 2415 40.82 3 437 -9.68%
RTSR - Line and
Transformation Connection 6236 § j ak 5
Sub-Total C - Delivery
(including Sub-Total B) $  T07.74 $ T § 63.58 £.98%
Wholesale Market Senice per kK\Wh 3 0.0052 s
Charge (WMSC) 8236| 5 42.83 5 0.0044 8263 5 36.36 5 6.47 -15.10%
Rural and Remote Rate per kWh &) 0.0011 a
Protection (RRRP) 8236| & 9.06 5 0.0012 8263 5 9.92 3 0.86 9.46%
Standard Supply Service Charge Monthly 5 0.2500 15 0.25 5 0.2500 15 0.25 5 - 0.00%
Debt Retirement Charge (DRC) $  0.0020 8236| & 16.47 5 0.0020 8263 5 16.53 5 0.06 0.33%
Energy - RPP - Tier 1 5 0.0750 600| 5 45.00 5 0.0750 600| 5 45.00 5 - 0.00%
Energy - RPP - Tier 2 5 0.0880 76365  671.94 5 0.0880 T663| 5 67436 5 243 0.36%
TOU - Off Peak 5 0.0650 8271 %  342.60 5 0.0650 5288| 5 34375 5 1.15 0.33%
TOU - Mid Peak $  0.1000 1482| § 148.24 5 0.1000 1487| 5 148.74 5 0.50 0.33%
TOU - On Peak 5 01170 1462) § 173.44 5 0.1170 1487] § 174.02 5 0.58 0.33%
Total Bill on RPP (before Taxes) $ 1.493.28 § 1,553.73 $ 60.45 4.05%
HST 13% 5 194.13 13% 5 20198 5 7.86 4.05%
Total Bill {including HST) 5 1.687.41 5 17551 5 68.31 4.05%
Ontario Clean Energy Benefit 1 -5 168.74 -5 17547 g £.83 4 .05%
Total Bill on RPP (including OCEB! $  1,518.67 $  1,580.14 § 61.48 4.05%
Total Bill on TOU (before Taxes) $ 144063 $ 1,500.88 $ 60.25 4.18%
HST 13% 5 187.28 13% 5 19511 5 7.83 4.18%
Total Bill {including HST) 5 1.627.91 5 169599 5 68.08 4.18%
Ontario Clean Enerqy Benefit ' Fs 16279 5 16960 | |5 6.51 4.16%
Total Bill on TOU iincludini (}CEBi $ 146512 $  1,526.39 § 61.27 4.18%

Loss Factor (%) 4.5400% 4.8900%
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Exhibit 1 - Issue # 4 — Corporate Entities Relationship Chart

Board Staff - IR 1-Staff-4

Ref: Exh 1-1-13, Corporate Entities Relationship Chart
At the above reference, the applicant states the following:

PUC Services Inc. is an integrated utility service provider. PUC Services Inc. provides services to
its affiliated companies at cost. In addition to providing services to PUC Distribution, services are
provided to the Public Utilities Commission on the same terms as that of the affiliate.

PUC Services also provides services to entities outside the affiliated group - water treatment,
wastewater treatment, and billing and customer care services between the parties, but in all
cases are on a for-profit basis.

a) The Public Utilities Commission does not appear in the corporate Entities relationship
chart. Please clarify who the Public Utilities Commission is and its relationship to
PUC Distribution Inc. and PUC Services Inc.

b) Please provide an updated corporate entities relationship chart including the Public
Utilities Commission.

PUC Response

a) The Public Utilities Commission ensures that the municipally owned waterworks provide
safe, reliable, potable water at cost to customers within the municipal services boundary
of Sault Ste. Marie, Ontario. Potable water is also supplied to an area of the Rankin
Reserve of the Batchewana First Nation through the same distribution system. The
Commission is composed of three commissioners, one of whom serves as Chair. These
members were appointed by City Council. The management, maintenance and
operations of the water treatment plant, wells and the approximately 450 km of watermain
in the distribution system are carried out by PUC Services Inc. under a long term
contract. The Commission holds public meetings as required to review the work of PUC
Services Inc., approve capital and operating budgets, approve annual financial
statements, and consider matters that are brought to its attention by the General
Manager of the Public Utilities Commission.

The following entities are identified as related parties to the Commission:

PUC Inc. — 100% owned by the Corporation of the City of Sault Ste. Marie

PUC Distribution Inc. — 100% owned by PUC Inc.

PUC Services Inc. — 100% owned by the Corporation of the City of Sault Ste. Marie
PUC Telecom Inc. — 100% owned by PUC Inc.
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Shareholder

Corporation of the City of Sault Ste. Marie (100%
shares of PUC Inc. and PUC Services Inc.)

PUC Inc.
Holding Company
(#1385504)
(100% shares of PUC

Telecom Inc.)

Distribution Inc. and PUC

Public Utilities (Water)

Commission
Water treatment plant,
Pump stations,
reservoirs, watermains,
hydrants, meters

PUC Distribution

Inc.

Feb. 18 2000
#1402364
Regulated
Distribution
Company

PUC Telecom
Nov. 15 1999
#1385505
Inactive —
Telecommunicat
ion services and
fibre network

PUC Services Inc.

Feb. 18, 2000
#1402365
Utility Service Provider

Water treatment
and distribution
Wastewater
treatment
Electricity
distribution
Billing and
customer service
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Energy Probe - IR 1-EP-2

Ref:

a)

b)

Exhibit 1, Tab 1, Schedule 13

Do each of PUC Distribution Inc., PUC Inc., PUC Telecom and PUC Services Inc. have
their own Board of Directors?

Please provide the total cost of the Board of Directors of each of the companies noted in
part (a) in 2013, along with the cost that is forecast to be recovered through the test year
revenue requirement of PUC Distribution Inc.

PUC Response

a) PUC Distribution Inc., PUC Inc., PUC Telecom and PUC Services Inc. have their own

Board of Directors. The Board of Directors for PUC Distribution is 2/3 independent. As
required by the Affiliate Relationship Code the Board of Directors for PUC Distribution
must be at least 1/3 independent.

b) The total cost of the Board of Directors for the companies noted in question (a) above are

estimated to be $38,200 for 2013. Of this total, there is $6,000 included in the test year
revenue requirement for PUC Distribution Inc.

SEC - IR 1-SEC-3

Please provide, with respect to each of the Applicant, its parent company, and PUC Services

Inc.:

a. Any current Shareholders’ Agreement or Direction, and any previous
Shareholders’ Agreement or Direction dated after 2000.

b. Any current Business Plan or Strategic Plan. If the current Business Plan or
Strategic Plan is dated after January 1, 2012, please provide the previous version
as well.

PUC Response

a.

PUC has provided below any current shareholders’ agreements or direction dated after
2000.
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SHAREHOLDER AGREEMENT

THIS AGREEMENT is made as of the 31% day of December, 2010,

BETWEEN;

THE CORPORATION OF THE CITY OF SAULT STE, MARIE,
a corporation incorporated under the laws of the Province of Ontario,

(hereinafter called the “City™)
OF THE FIRST PART

-and —

PUC SERVICES INC,,
A corporation incorporated under the laws of the Province of Ontario,

(hereinafier called “Services”)

OF THE SECOND PART

WHEREAS the City is the sole shareholder of Services;

AND WHEREAS the City and Services have agreed to enter into this Agreement as
being in their respective best interests and for the purpose of providing for the operation of

Services,

AND WHEREAS, pursuant to Section 108 of the Business Corporations Act (Ontario),
the City wishes (o restrict in pan the powers of the directors to manage or supervise the
management of the business and affairs of Services;

NOW THEREFORE THIS AGREEMENT WITNESSES that jn consideration of the
premises and the covenants and agreements herein contained the parties hereto agree as follows:

. To the extent that this Agreement specifies that any matters may only be or shall be dealt
with or approved by or shall require action by the City, this discrction and powers of the
directors of Services to manage or supervise the management of the business and affairs of
Services with respect to such matters are correspondingly restricted.

2. Services confirms its knowledge of this Agreement and will carry out and be bound by
the provisions of this Agreement to the full extent that it has the capacity and power at law to do

50.
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2.

3. None of the matters described in Schedule “A” hereto shall be taken by Services unlcss
approved by:

a) a resohution of the City passed at a duly called and"convclned meeting of the

sharcholder; or
b) a resolution in writing signed by the City.

A resolution of the City shall not be passed or signed unless approved by the Council of the City
of Sauit Ste. Marie by a resolution or by-law passed at a meeting of Council.

4. This Agreement may be terminated at any time by the City.

5. No modification of or amendment to this Agreement is valid or binding unless set forth in
writing and duly executed by the parties hereto.

6. This Agreement constitutes the entire agrecment between the pariies hereto with respect
to the subject matter hereof and cancels and supersedes an y prior understandings and agreements
between the parties hereto with respect thereto.

7. This Agreement is governed by and construed in accordance with the laws of the
Province of Ontario.

IN WITNESS WHEREQF the parties have execnted this Agreement.

THE CORPORATION OF THE
CITY OF SAULT STE. MARIE

'./ oo
Per: “1]_’-':_.01.,('-{‘ I{."\ Li‘{t'.!"rl__

‘Acting Mayor
Per:
City Clerk
PUC INC.
Per: \ qu pr A
Brian Curran
Per:

Terry Greco

We have awthority to bind the Corporation
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SCHEDULE “A”
Matters Requiring the Approval of the Shareholder of PUC Services lnf_:. (“Services”)
a) any change in the articles or by-laws of Services;
h) any change in the authorized or issued capital of Services;

c) the appointment of directors from time to time for Services;

d) the entering info of any agreement or making of any offer or the granting of any right
capable of becoming an agreement to allot or issue any shares of Services;

any action which may lead to or result in & material change in the nature of the Business

e)

of Services,
] the entering into of any agreement other than in the ordinary course of Services Business;
g) the borrowing of any money, the issuance of any debt, the giving or any security or the

making or incurring of any single capital expenditure or acquisition in the excess of
$5,000,000.00 or any capital expenditures which, in the aggregate, are in excess of
$10,000,000.00 in any financial year of Services by Services;

h) the laking of any steps to wind-up or terminate the corporate existence of Services or any

Subsidiary Corporation;
i) the sale, lease, exchange or disposition of assets of Services having a value in excess of
$3,000,000,00;

i the taking, holding, subscribing for or agreeing to purchase or acquire shares in the
capital of any body corporation;

k) the entering into of a partnership, strategic alliance, joint venture or of any other
arrangement for the sharing of profits, unfon of interests, or reciprocal concession with

any person by Services;

1) the entering into of an amalgamation, merger or consolidation with any other body
corporation;

m)  achange in the auditors of Services.
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SHAREHOLDER AGREEMENT (FOR OPERATING SUBSIDIARY)

THIS AGREEMENT is made as of July 1%, 2008,

BETWEEN:
PUC INC., a corporation incorporated under the laws of Ontario,
OF THE FIRST PART

-and -

PUC DISTRIBUTION INC.. a corporation incorporated under the laws of Ontario,

OF THE SECOND PART

WHEREAS the Electricity Act, 1998 (the “Electricity Act”) was passed by the
legislature of Ontario and given Royal Assent on October 30", 1998,

AND WHEREAS Section 144 of the Electricity Act provides that after November 7,
2000, no municipal corporation shall generate, transmit, distribute or retail electricity {as
such terms are defined in the Electricity Act) except through one or more corporations
incorporated under the Ontario business Corporations Act (‘{OBCA™);

AND WHEREAS pursuant to Section 142 (1) of the electricity Act, a municipal
corporation may cause cne or more corporations to be incorporated under the OBCA iIn
order to generate, transmit, distribute or retail electricity;

AND WHEREAS the City of Sault Ste. Marie has caused PUC Distribution Inc. to
be incorporated under the OBCA, to own a distribution system in order to distribute
electricity to its customers, as well as business activities incidental thereto (hereinafter
referred to as the "Business”),

AND WHEREAS PUC Inc. is the sole shareholder of PUC Distribution Inc.;

AND WHEREAS PUC [nc. and PUC Distribution Inc. have agreed to enter into this
Agreement as being in their respective best interests and for the purpose of providing for
the operation of PUC Distribution Inc..

AND WHEREAS pursuant to section 108 of the business Corporations Act
{Ontario), PUC Inc. wishes to restrict in part the powers of the directors to manage or
supervise the management of the business and affairs of PUC Distribution Inc.;
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NOW THEREFORE THIS AGREEMENT WITNESSES that in consideration of the
premises and the covenants and agreements herein contained the parties hereto agree
as follows:

1. To the extent that this Agreement specifies that any matters may only be or shall be
dealt with or approved by or shall require action by PUC Inc., the discretion and
powers of the directors of PUC Distribution Inc. to manage or supervise the
management of the Business and affairs of PUC Distribution Inc. with respect to
such mattes are correspondingly restricted.

2. PUC Distribution Inc. confirms its knowledge of this Agreement and will carry out
and be bound by the provisions of this Agreement to the full extent that it has the
capacity and power at law to do so.

3. None of the matters described in Schedule "A” hereto shall be taken by PUC
Distribution Inc. unless approved by:

(1)  aresolution of PUC Inc. passed at a duly cailed and convened meeting of
shareholders; or

(2)  aresolution in writing signed by PUC Inc..

A resolution of PUC Inc. shall, in turn, not be passed or signed unless approved by
the Board of Directors of PUC Inc. passed at a duly called and convened meeting
of the Board of Directors of PUC Inc. or a resolution in writing signed by all the
Directors of PUC Inc..

4. This Agreement may be terminated at any time by PUC Inc..

5. No modification of or amendment to this Agreement is valid or binding unless set
forth in writing and duly executed by the parties hereto.

6. This Agreement constitutes the entire agreement between the parties hereto with
respect to the subject matter hereof and cancels and supercedes any prior
understandings and agreements between the parties hereto with respect thereto.

7. This Agreement is governed by and construed in accordance with the laws of the
Province of Ontario.
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IN WITNESS WHEREOQF the parties have executed this Agreement.

PUC INC.

Per: "

Per: _7 / mﬂ_
=

PUC DISTRIBUTION INC.

Per: [7%(@«4@

Per: é\g{{é;/g’)ému ffZ"j:/&v
7
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Schedule “A”
Matters Requiring the Approval of the Shareholder of PUC Distribution Inc.

(a)  any change in the articles of by-laws of PUC Distribution Inc;
(b)  any change in the authonzed or issued capital of PUC Distribution Inc.;
()  the appointment of directors from time to time of PUC Distribution Ing.
(d)  the appointment of the President of PUC Distribution inc.;
(e}  the entering into of any agreement or the making of any offer or the granting of any

right capable of becoming an agreement to allot or issue any shares of PUC

Distribution tnc.;

(f)  any action which may fead to or resuit in a material change in the nature of the
Business of PUC Distribution Inc.;

(@) the entering into of any agreement other than in the ordinary course of PUC
Distribution Inc.’s Business;

(h)  the borrowing of any money, the issuance of any debt, the giving of any security or
the making or incurring of any single capital expenditure or acquisition in excess of
$500,000.00 or any capital expenditures which, in the aggregate, are in excess of
$1,000,000.00 in any financial year of PUC Distribution Inc.:

(i) the taking of any steps to wind-up or terminate the corporate existence of PUC
Distribution inc.;

()] the sale, lease, exchange or disposition of assets of PUC Distribution Inc., having
a value in excess of $500,000.00;

(k)  the providing of any financial assistance, the making of, directly or indirectly, loans
or advances to, or the giving of security for the guaranteeing of the debts or
obligations of, any person by PUC Distribution Inc.:

1) the declaration or payment of any dividend by PUC Distribution Inc.:

(m) thetaking, holding, subscribing for or agreeing to purchase or acquire shares in the
capital of any body corporate by PUC Distribution inc.;

(n)  the entering into of a partnership, strategic alliance, joint venture or of any other
arrangement for the sharing of profits, union of interests, or reciprocal concessions
with any person by PUC Distribution Inc.;
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(0) the entering into of an amalgamation, merger or consolidation with any other body
corporation by PUC Distribution Inc.;

(p) the adoption of the annual budget of PUC Distribution inc.,
{q) the adoption of a strategic plan by PUC Distribution Inc.;

{r) the incurring of capital expenditures not in the annual budget of PUC Distribution
Inc.,

(s)  the entering into of any swap or derivative agreement, or
t approval or ratification of any Services Agreement between PUC Services Inc. and
PUC Distribution Inc. providing for management, operations and maintenance

services and annual review of pricing and performance of services thereunder if
recommended for approvat by the board of directors of PUC Distribution Inc..

b. PUC Distribution does not have a current business plan or strategic plan.

SEC - IR 1-SEC-6
[1/1/18]

Please provide a full description of each business carried on by any affiliate of the Applicant.

PUC Response

Refer to Board Staff - IR 1-Staff-4 for an updated corporate entities relationship chart. The
business carried on by each of the affiliates is as follows:

PUC Inc. — PUC Inc. is a holding company that is wholly owned by the Corporation of the City of
Sault Ste. Marie. It has two subsidiaries: PUC Distribution Inc. and PUC Telecom Inc.

PUC Telecom —Effective October 31, 2011 the assets to PUC Telecom Inc. were sold to Ontera,
its joint venture partner for the past 10 years.

PUC Services Inc. — PUC Services is a utility service company with 179 full-time employees as of
December 31, 2011. The company has long-term contracts with PUC Distribution to provide
management, operating, maintenance, and administrative services. It also has a long-term
contract for the provision of services with the Public Utilities Commission for the water treatment
and distribution system in Sault Ste. Marie. The company provides general management and
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customer care services to Espanola Regional Hydro Distribution Corporation. PUC Services
operates two waste water treatment plants under contract to the City of Sault Ste. Marie. Other
contracts include Blind River, Echo Bay, Desbarats, Township of North Shore, Sault Ste. Marie
Airport, the Algoma District School Board, the Huron Superior Catholic School Board, and
Richards Landing.

Public Utilities Commission- The Public Utilities Commission ensures that the municipally owned
waterworks provide safe, reliable, potable water at cost to customers within the municipal
services boundary of Sault Ste. Marie, Ontario. Potable water is also supplied to an area of the
Rankin Reserve of the Batchewana First Nation through the same distribution system. The
Commission is composed of three commissioners, one of whom serves as Chair. These
members were appointed by City Council. The management, maintenance and operations of the
water treatment plant, wells and the approximately 450 km of watermain in the distribution
system are carried out by PUC Services Inc. under a long term contract. The Commission holds
public meetings as required to review the work of PUC Services Inc. approve capital and
operating budgets and annual financial statements and consider matters that are brought to its
attention by the General Manager of the Public Utilities Commission.
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Exhibit 1 - Issue # 5 — Revenue Deficiency

Board Staff - IR 1-Staff-5

Ref: Exh 1-2-1, Page 1

Ref: Exh 1-2-4

The distribution revenue and revenue deficiency stated in the application does not match
the amounts found on sheet 8 of the RRWF.

Please reconcile the amounts and update the RRWF if necessary.

PUC Response

In Exhibit 1-2-1 Page 1 and Exhibit 1-2-4, the service revenue requirement is $20,212,417,
distribution revenue requirement is $14,769,598 and the revenue deficiency is $3,174,855.

On sheet 8 of the RRWF the service revenue requirement is $20,212,417, distribution revenue
requirement is $14,769,505 (-$93 difference) and the revenue deficiency is $3,174,948 (+$93
difference).

In Tab 3 of the RRWF “Data Input Sheet” the distribution revenue at current rates was input as
$14,769,498 and should have been $14,769,598. The resulting difference including PILs is $93
as a decrease in distribution revenue and increase revenue deficiency. Therefore, there is no
impact to the total service revenue requirement used for the proposed rates in this application.
PUC will update the RRWF as required in Board Staff - IR 1-Staff-2 which will include all
adjustments proposed as a result of the interrogatories and adjusts the difference in revenue
deficiency in the RRWF.

SEC - IR 1-SEC-8

[1/2/4, p.2]

Please confirm that the weighted average rate increase proposed in the Application is 21.50%
($3,174,855/$14,769,598). Please confirm that, but for the accounting-based reduction in
revenue requirement of $533,293 [1/1/20], the weighted average rate increase proposed in the

Application would be 25.11% ($3,708,148 /$14,769,568).

PUC Response

PUC confirms the weighted average rate increase proposed in the original Application is 21.50%
($3,174,855/$14,769,598) and if not for the accounting-based reduction in revenue requirement
of $533,293 [1/1/20]; the weighted average rate increase proposed in the application would be
25.11% ($3,708,148 /$14,769,568).



PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 32 of 247

Exhibit 1 - Issue # 6 — PUC Inc. Annual Report and Financial Statements

VECC - IR 1-VECC-1

Reference: Exhibit 1, Appendix D, pg. 10

a) Did PUC contribute any of the $250k noted as being required to upgrade the fibre network
prior to its sale?

PUC Response

a) PUC Distribution did not contribute to the upgrade to the fiber network prior to its sale to
Telecom.

VECC IR 1-VECC-2
Reference: Exhibit 1, Appendix D, pg. 10

a) Please provide PUC'’s actual and regulated return on capital and shareholder
equity for each year in the period 2008 through 2012.

b) What were the reasons for delaying a cost of service filing?

PUC Response

a) PUC has included below the actual and regulated return on capital and shareholder’s equity
for 2008 to 2011. At this time, PUC does not have audited 2012 numbers available.

2008 2009 2010 2011

Regulated Actual Regulated Actual Regulated Actual Regulated Actual
Net Income 774,426 774,426 1,820,817 1,820,817 1,764,654 1,764,654 2,056,806 2,056,806
Average Fixed Assets 36,786,303 38,525,995 40,132,093 45,416,818
Cost of Power 48,747,717 50,784,553 53,547,645 60,116,743
OMEA 7,335,476 8,061,896 8,722,070 9,053,850

56,083,193 58,846,449 62,269,715 69,170,593
Warking Capital 15% 8,412,479 8,826,967 9,340,457 10,375,589
Deemed Rate Base 45,198,782 47,352,962 49,472,550 55,792,407
Deemed Equity 21,107,831 26,849,129 19,789,020 22,316,963
Deemed Debt 24,090,951 26,849,129 29,683,530 33,475,444
Shareholder's Equity 18,953,139 19,773,993 20,588,647 22,645,453
Rate of Return 3.67% 4.09% 6.78% 9.21% 8.92% " 8.57% 9.22% 9.08%

b) The reasons PUC delayed its Cost of Service filing in 2012 was due to a multitude of new and
on-going initiatives that significant resources were devoted to. PUC also had an unexpected
resource change with the departure of a key senior financial manager. In addition, PUC was
implementing a new financial software package. PUC has included below a letter from the OEB
stating it did not require PUC to file a 2012 cost of service rate application.
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Commission de I'énergie
de I'Ontario

CP.2319

27° étage

2300, rue Yonge

Toronto ON M4P 1E4
Téléphone - 416-481-1967 b
Télécopieur 416-440-T656

MNuméro sans frais: 1-888 6326273

BY E-MAIL

Rates and Regulatory Affairs Officer

PUC Distribution Inc.

765 Queen Street East, P.O. Box 9000

Sault Ste. Marie ON

Dear Ms. Uchmanowicz:

P6A 6P2

Re: 2012 Electricity Distribution Rates
Board File No. EB-2011-0101

By letter dated March 1, 2011, the Board identified PUC Distribution Inc. (“PUC”) as one
of the distributors expected to file its 2012 rate application on a cost of service basis.
The Board is in receipt of your letter dated March 10, 2011 requesting that PUC be
permitted to defer the rebasing of its rates beyond the 2012 rate year.

The Board has considered the rationale for deferral set out in your letter, as well as the

following:

¢ PUC’s financial position, as shown in its audited financial statements and
financial reporting to the Board;

e PUC’s 3-year performance with respect to system reliability indicators and
electricity service quality requirements/indicators, as reported to the Board; and

¢ Credit rating information obtained about PUC.

Based on these considerations, the Board has concluded that it will not require PUC’s
2012 rates to be set on a cost of service basis. The Board will place PUC on the list of
distributors whose rates will be scheduled for rebasing for the 2013 rate year.

The Board expects PUC to adhere to the process for 3r generation incentive regulation
distribution rate applications for the 2012 rate year as may be determined by the Board.
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Ontario Energy Board
-2.-

The Board has reserved file number EB-2011-0101 for PUC’s 2012 rate application.
Please refer to this file number in all correspondence related to your 2012 rate
application.

Yours truly,
Original Signed By

Kirsten Walli
Board Secretary
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SEC IR 1-SEC-5
[1/1/13, p. 1]
Please provide the most recent financial statements for PUC Services Inc., including any

auditor’s report and any notes to those financial statements. If an annual report is prepared for
PUC Services Inc., or an MD&A, please provide that as well.

PUC Response

PUC Services Inc.’s 2011 audited financial statements and 2011 annual report is included below.
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Financial Statements of

PUC SERVICES INC.

Year ended December 31, 2011
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KPMG LLP Telephone
Chartered Accountants Fax
Internet www_kpmg.ca

INDEPENDENT AUDITORS' REPORT

To the Shareholder of PUC Services Inc.

We have audited the accompanying financial statements of PUC Services Inc. which comprise the
balance sheet as at December 31, 2011, the statements of earnings, comprehensive earnings and
retained earnings (deficit) and cash flows for the year then ended, and notes, comprising a summary of
significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

QOur responsibility is to express an opinion on these 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 the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on our judgment, including the assessment
of the risks of material misstatement of the 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 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 financial statements present fairly, in all material respects, the financial position of
PUC Services Inc. as at December 31, 2011, and its results of operations and its cash flows for the
year then ended in accordance with the basis of accounting in Note 1 to the financial statements.

Basis of Accounting and Restriction on Use

Without modifying our opinion, we draw attention to Note 1 to the financial statements, which describe
the basis of accounting. The financial statements are prepared for corporate purposes. As a result, the
financial statements may not be suitable for other purposes. Our report is intended solely for PUC
Services Inc. and should not be used by parties other than PUC Services Inc.

& 44X
ko =
Chartered Accountants, Licensed Public Accountants

April 25, 2012
Sault Ste. Marie, Canada
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2011 2010
Assets
Current assets:
Cash $ 4257537 $ 6,688,728
Accounts receivable 2,461,548 2,825,192
Receivable from related entity (note 8):

PUC Distribution Inc. 6,920,124 938,444
Inventories 279,530 350,560
Prepaid expenses 632,226 641,722
Payment in lieu of taxes recoverable 246018 463,559

14,796,983 11,908,205

Future taxes (note 6) 466,300 538,000
Property, plant and equipment (note 2) 26,997,922 24,146,420
Less accumulated amortization 16,364,799 15,051,591
10,633,123 9,094,829

$ 25,896,406 $ 21,541,034
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2011 2010
Liabilities and Shareholder's Equity
Current liabilities:
Accounts payable and accrued liabilities $ 2,449,679 3 1,867,767
Payable to related entities (note 8):
PUC Inc. 5,070,357 4,907,312
PUC Telecom Inc. 4,662,918 998,626
Public Utilities Commission of the City of
Sault Ste. Marie 1,212,822 1,659,259
13,395,776 9,432,964
Long-term debt (note 3) 8,310,000 8,310,000
Employee future benefits (note 5) 1,501,284 1,302,203
Shareholder's equity:
Share capital:
Authorized:
Unlimited special shares, non-voting, non-
cumulative, redeemable at $10,000 per share
10,000 Common shares
Issued and outstanding:
105 Special shares 1,050,000 1,050,000
4. 000 Common shares 893,300 893,300
Retained earnings 746,046 552 567
2,689,346 2,495,867
Contingent liabilities (note 4)
$ 25,896,406 $ 21,541,034

See accompanying notes to financial statements.

On behalf of the Board:

Director

Director
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2011 2010
Revenue:
Management fees (note 8) $ 8,105,775 $ 6,529,906
Contract service 4,935,833 4,550,619
Streetlights 608,000 529,825
Miscellaneous income 229478 308,274
Generation revenue 63,664 2,850
13,942,750 11,921,474
Expenses:
Contract service 4,249,634 3,862,387
Administrative and general 3,012,897 2,419,640
Amortization of property, plant and equipment 1,729,499 1,522,942
Billing and collecting 1,102,654 1,092,387
Service centre 1,075,608 1,020,027
Customer service 663,838 640,181
Interest on long-term debt 532,638 532,638
Streetlights 500,677 378,595
New business development 56,791 130,887
Qther operations and maintenance 90,568 112,017
13,014,804 11,711,701
Earnings before provision for payment in lieu of taxes 927,946 209,773
Provision for payment in lieu of taxes (note 6):
Current (recovery) 110,200 (249.813)
Future (recovery) 71,700 (4,000)
181,900 (253,813)
Net earnings and comprehensive earnings 746,046 463,586
Retained earnings, beginning of year 552,567 2,608,981
Dividends on common shares (552,567) (2,520,000)
Retained earnings, end of year $ 746,046 $ 552 567

See accompanying notes to financial statements.
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PUC SERVICES INC.

Statement of Cash Flows

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

2011 2010
Cash provided by (used in):
Operations:
Net earnings and comprehensive earnings 746,046 3 463,586
Items not involving cash:
Amortization of property, plant and equipment 1,729,499 1,522,942
Future payment in lieu of taxes 71,700 (43,400)
2,547,245 1,943,128
Change in non-cash operating working capital:
Decrease in accounts receivable 363,644 503,130
Decrease (increase) in balances with related entities (2,600,780) 3,874,723
Decrease (increase) in payment in lieu of taxes
recoverable 217,541 (417,848)
Decrease (increase) in inventories 71,030 (6,055)
Decrease (increase) in prepaid expenses 9,496 (96,770)
Increase in accounts payable and accrued liabilities 581,912 862,632
Increase in employee future benefit obligation 199,081 108,015
1,389,169 6,770,955
Financing activities:
Proceeds of long-term debt - 1,320,000
Dividends on common shares (552,567) (2,520,000)
Contributions relating to property, plant and equipment 196,230 29,975
(356,337) (1,170,025)
Investment activities:
Proceeds from disposal of property, plant and equipment - (515)
Purchases of property, plant and equipment (3.464,023) (1,739,335)
(3,464,023) (1,739,850)
Increase (decrease) in cash (2,431,191) 3,861,080
Cash, beginning of year 6,688,728 2,827,648
Cash, end of year 4,257 537 $ 6,688,728
Supplemental cash flow information:
Cash paid during the year for:
Payment in lieu of income taxes 79,782 $ 142 479

See accompanying notes to financial statements.
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PUC SERVICES INC.

Notes to Financial Statements

Year ended December 31, 2011

PUC Services Inc. (the "Company") is incorporated under the Ontario Business Corporations Act. The
Company provides management, operations and maintenance services related to water, waste water
and electrical services to its related entities and other organizations.

1. Significant accounting policies:
(a) Basis of presentation:

The financial statements of the Company have been prepared by management in
accordance with Part \V — Pre-changeover accounting standards of the Canadian Institute of
Chartered Accountants (“CICA”) Handbook. This framework is a special purpose framework
and does not comply with Canadian generally accepted accounting principles (“GAAP”), as
the Company would otherwise be required to prepare its financial statements in accordance
with Part | (International Financial Reporting Standards) of the CICA Handbook.
Management has selected this special purpose framework as it is the same framework
currently utilized by its related company, PUC Distribution Inc.

(b) Inventory:

Inventories consist of parts, supplies and materials held for the future capital expansion and
are valued at the lower of cost and net realizable value and items considered major spare
parts are recorded as capital assets.

(c) Property, plant and equipment:

Property, plant and equipment are recorded at cost. Certain assets may be acquired or
constructed with financial assistance in the form of contributions from developers or
customers. Such contributions are offset against the related asset cost. Amortization is
provided on a straight-line basis at the following annual rates:

Asset Rate
Buildings 210 4%
Plant and equipment 21/2t0 25%
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PUC SERVICES INC.

Notes to Financial Statements

Year ended December 31, 2011

1. Significant accounting policies (continued):

Property, plant and equipment are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable.
Recoverability of assets to be held and used is measured by a comparison of the carrying
amount of an asset to estimated undiscounted future cash flows expected to be generated by
the asset. If the carrying amount of an asset exceeds its estimated future cash flows, an
impairment charge is recognized for the amount by which the carrying amount of the asset
exceeds the fair value of the asset.

(d) Asset retirement obligations:

The Company recognizes the fair value of a future asset retirement obligation as a liability in
the period in which it incurs a legal obligation associated with the retirement of tangible long-
lived assets that results from the acquisition, construction, development, and/or normal use
of the assets. The Company concurrently recognizes a corresponding increase in the
carrying amount of the related long-lived asset that is amortized over the life of the asset.
The fair value of the asset retirement obligation is estimated using the expected cash flow
approach that reflects a range of possible outcomes discounted at a credit-adjusted risk-free
interest rate. Subsequent to the initial measurement, the asset retirement obligation is
adjusted at the end of each period to reflect the passage of time and changes in the
estimated future cash flows underlying the obligation. Changes in the obligation due to the
passage of time are recognized in income as an operating expense using the interest
method. Changes in the obligation due to changes in estimated cash flows are recognized
as an adjustment of the carrying amount of the related long-lived asset that is amortized over
the remaining life of the asset.

Some of the Company's plant and equipment assets may have asset retirement obligations.
As the Company expects to use the majority of its installed assets for an indefinite period, no
removal date can be determined and consequently a reasonable estimate of the fair value of
any related asset retirement obligations cannot be made at this time. If, at some future date,
it becomes possible to estimate the fair value cost of removing assets that the Company is
legally required to remove, an asset retirement obligation will be recognized at that time.
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PUC SERVICES INC.

Notes to Financial Statements

Year ended December 31, 2011

1. Significant accounting policies (continued):
(e) Employee future benefits:

The Company accrues its obligations under employee post employment benefit plans and
the related costs. The cost of retirement benefits earned by employees is actuarially
determined using the projected benefit method pro rated on service and management's best
estimate of future benefit costs and retirement ages of the employees. The excess of the net
actuarial gain(loss) over 10% of the benefit obligation is amortized over the average
remaining service period of active employees of the plan, as are the past service costs and
transitional assets and liabilities. 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 the amendment. In the event that the benefit plan gives rise to both curtailment and
settlement of obligations, the curtailment is accounted for prior to the settlement.

(f) Pension agreements:

The Company makes contributions to the Ontario Municipal Employees Retirement System
(OMERS). The plan is a multi-employer 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. Contributions made to OMERS in 2011 amounted to $1,012,955 (2010 -
$812,366).

(g) Payment in lieu of taxes:

As a municipally owned utility, the Company is exempt from Federal corporate income and
capital taxes. However, under the Electricity Act, 1998, the company is required to make
payments in lieu of corporate income and capital taxes to Ontario Electricity Financial
Corporation ("OEFC"). These payments are calculated in accordance with the rules for
computing income and taxable capital and other relevant amounts contained in the Income
Tax Act (Canada) and the Corporations Tax Act (Ontario) as modified by the Electricity Act,
1998, and related regulations.

The Company uses the asset and liability method of accounting for income taxes.
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PUC SERVICES INC.

Notes to Financial Statements

Year ended December 31, 2011

1. Significant accounting policies (continued):
(h) Financial instruments:

The financial instruments are classified into one of five categories: held-for-trading, held-to-
maturity, loans and receivables, available-for-sale financial assets or other financial liabilities.
All financial instruments, including derivatives, are measured in the balance sheet at fair
value except for loans and receivables, held-to-maturity investments and other financial
liabilities which are measured at amortized cost. Subsequent measurement and changes in
fair value will depend on their initial classification, as follows: held-for-trading financial assets
are measured at fair value and changes in fair value are recognized in net earnings;
available-for-sale financial instruments are measured at fair value with changes in fair value
recorded in other comprehensive income until the investment is derecognized or impaired at
which time the amounts would be recorded in net earnings.

The Company has classified its financial instruments as follows:

Cash Held-for-trading
Accounts receivable Loans and receivables
Receivable from related entities Loans and receivables
Accounts payable and accrued liabilities Other liabilities
Customer deposits Other liabilities
Long-term debt Other liabilities
Payable to related entities Other liabilities

Comprehensive earnings:

In the event that the Company has any financial instruments that would impact other
comprehensive earnings, a statement of comprehensive earnings would be included in the
financial statements displaying the effects of the current period net income plus the impact
on other comprehensive earnings resulting from these financial instruments.
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PUC SERVICES INC.

Notes to Financial Statements

Year ended December 31, 2011

1. Significant accounting policies (continued):
(i) Use of estimates:

The preparation of the financial statements in conformity with Canadian generally accepted
accounting principles requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the dates of the financial statements and the reported amounts of revenues and
expenses during the reported periods. Significant items subject to such estimates and
assumptions include the carrying amount of property, plant and equipment; valuation
allowances for accounts receivable and future income taxes and obligations related to
employee future benefits. Actual results could differ from these estimates. These estimates
are reviewed periodically, and, as adjustments become necessary, they are reported in
earnings in the year in which they become known.

2. Property, plant and equipment:

2011 2010

Accumulated Net book Net book

Cost amortization value value

Land $ 93830 % -3 93830 $ 93,830
Buildings 3,991,276 1,217,569 2,773,707 2,843,541
Plant and equipment 22,912,816 15,147,230 7,765,586 6,083,272
Construction in progress - - - 74,186

$ 26,997,922 $ 16,364,799 $ 10,633,123 $ 9,094,829

3. Long-term debt:

2011 2010
Note payable to PUC Inc. , unsecured, bears interest at
7.62% per annum and is payable one year after
demand $ 6,990,000 $ 6,990,000
Note payable to PUC Inc., unsecured and without
interest and is payable one year after demand 1,320,000 1,320,000

$ 8,310,000 $ 8,310,000
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PUC SERVICES INC.

Notes to Financial Statements

Year ended December 31, 2011

4. Contingent liabilities:

The Company is involved in certain legal matters and litigation, the outcomes of which are not
presently determinable. The effects, if any, from such contingencies will be accounted for in the
year in which the matters are resolved.

5. Employee future benefit obligation:

The Company pays certain post-retirement benefits on behalf of its retired employees through its
defined benefit plan.

The most recent valuation of the post-retirement benefits on behalf of its retired employees was
completed as at January 1, 2010, being the measurement date. The next valuation of the plan will
be effective January 1, 2013.

Total cash payments for post-retirement benefits consist of $61,038 (2010 - $60,155) to retired
employees.

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

2011 2010
Discount rate 4.75% 4.8 %
Medical costs 8.0% 8.0 %
Future general inflation levels 2.0% 2.0 %

Medical costs are expected to increase by 8% per year in 2011 and gradually graded down by
approximately 0.37% annually thereafter.

10
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PUC SERVICES INC.

Notes to Financial Statements

Year ended December 31, 2011

5. Employee future benefit obligation (continued):

The annual expense for the post-retirement benefits for retired employees is as follows:

2011 2010
Current service cost $ 91568 $ 80,241
Interest cost 75,855 74,270
Past service cost 15,667 15,667
Actuarial (gain) loss 77,029 (2,008)

$ 260,119 § 168,170

The continuity of accrued benefit obligation employee future benefits is as follows:

2011 2010
Accrued benefit obligation, beginning of year $ 1302204 $ 1,194,189
Expense for the year 260,118 168,170
Benefits paid for the year (61.,038) (60,155)
Accrued benefit obligation, end of year $ 1,501,284 $ 1,302,204

11
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PUC SERVICES INC.

Notes to Financial Statements

Year ended December 31, 2011

6. Future taxes:

The provision for the payment in lieu of corporate income taxes (PILs) differs from the amount
that would have been recorded using the combined Canadian Federal and Ontario statutory
income tax rate. The reconciliation between the statutory and the effective tax rates is provided

as follows:

2011 2010
Earnings before provisions for payment in lieu of taxes 3 927,946 S 209,773
Tax at statutory rate of 28.25% (2010 - 31.0%) 264,465 65,030
Effect of future tax rate reductions (4,850) (4,000)
Tax assets not set up in prior year (37,200) -
Amortization timing differences - (300,500)
Other (4,315) (14,343)
Small business deduction (36,200) -

$ 181900 S (253,813

The tax effects of temporary differences that give rise to significant portions of the future payment
in lieu of taxes are presented below utilizing the substantively enacted Federal and Ontario
combined future rate of 25% (2010 - 25%).

2011 2010
Future payment in lieu of tax assets:
Non-capital loss carryforward $ 100,600 $ 96,000
Property, plant and equipment - differences in net book value
and unamortized capital cost (9,600) 117,000
Employee future benefits not deducted for tax purposes 375,300 325,000

466,300 $ 538,000

At December 31, 2011, the Company has the following amounts available to reduce future years'
income for tax purposes

Non-capital losses carried forward for tax purposes expiring:

2014 S 86,847
2030 206,470
§ 383,317

12
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PUC SERVICES INC.

Notes to Financial Statements

Year ended December 31, 2011

7. Capital disclosures:

The Company's objective with respect to its capital structure is to maintain effective access to
capital on an ongoing basis at reasonable rates while achieving appropriate rates of financial
return for its shareholder.

The Company considers its capital structure to consist of shareholder's equity which has been
outlined below.

2011 2010
Note payable $ 8,310,000 $ 8,310,000
Special shares 1,050,000 1,050,000
Common shares 893,300 893,300
Retained earnings 746,046 552,567

$ 10,999,346 $ 10,805,867

The Company is subject to a shareholder's agreement which has restrictive covenants typically
associated with such an agreement. At December 31, 2011, the Company is in compliance with
all of the restrictive covenants and restrictions.

8. Related party transactions:
The following entities are related parties to the Company:

The Corporation of the City of Sault Ste. Marie (City) - 100% shareholder of PUC Services Inc.

PUC Inc. (Inc.) - 100% owned by the Corporation of
the City of Sault Ste. Marie

PUC Distribution Inc. (Distribution) - 100% owned by PUC Inc.
PUC Telecom Inc. (Telecom) - 100% owned by PUC Inc.

Public Utilities Commission of the City of Sault Ste. Marie (Utility) - 100% owned by the
Corporation of the City of Sault Ste. Marie

The Company has agreements which currently have been extended to November 30, 2012 with
the Utility, and with its other related entities, to manage, control, administer and operate the
business of these entities. The Company charged the following management fees to the related
parties:

13
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PUC SERVICES INC.

Notes to Financial Statements

Year ended December 31, 2011

8. Related party transactions (continued):

2011 2010
PUC Distribution Inc. $ 4849238 $ 3,677,955
PUC Energies Inc. - 2410
PUC Telecom Inc. 75,810 28,549
Public Utilities Commission of the City of Sault Ste. Marie 3,123,936 2,445,097
PUC Inc. 56,791 130,887

The Company pays interest on payable balances at the Royal Bank prime less 2% on the average
payable balance for the month. Interest was paid to PUC Inc., PUC Distribution, PUC Telecom,
PUC Energies, and the Public Utilites Commission of $34,879, $89,358, $34,578, $nil and
$10,393 (2010 - $12,090, $54,850, $4,391, $4,566 and $37,201 respectively).

New business development costs of $56,791 (2010 - $130,887) were charged to PUC Inc.

Occupancy fees of $171,391 (2010 - $181,495) were paid to the Utility on behalf of all the related
companies.

The Company provides streetlight services and waste water services to the City of Sault Ste.
Marie ("City"). The amount charged to the City for streetlight maintenance is $608,000 (2010 -
$529,885) and waste water services is $3,229,443 (2010 - $2,962,908).
These transactions are in the normal course of operations and are measured at the exchange
amount which is the amount of consideration agreed to by the related parties.

9. Fair value of financial assets and financial liabilities:
a) Financial instruments:
The fair value of cash, accounts receivable, accounts payable and accrued liabilities and related
party balances approximate their carrying value due to the relatively short periods to maturity of

these items.

It was not practicable to estimate the fair value of the long-term debt due to the nature of the
relationship.

14
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PUC SERVICES INC.

Notes to Financial Statements

Year ended December 31, 2011

9. Fair value of financial assets and financial liabilities (continued):
b) Credit risk and concentration of credit risk:
Financial assets held by the Company expose it to credit risk. As at December 31, 2011, there
were no significant concentrations of credit risk with respect to any class of financial assets.

10. Amalgamation of related company:
Pursuant to a resolution of the Board of Directors of PUC Inc., the related company, PUC
Energies was amalgamated with PUC Services after the close of business on December 31,
2010. Upon amalgamation all remaining assets and liabilities were assumed by Services. The

comparative figures for December 31, 2010 have been restated to reflect the transactions as if it
took place on January 1, 2010.

15
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CHAIR'S MESSAGE

Over the past year, PUC Services Inc. operated as a wholly owned company
of the Corporation of the City of Sault Ste. Marie. Prior to 2011 the
company was a subsidiary of PUC Inc.

In Sault Ste. Marie PUC Services Inc. manages the assets and business of
PUC Distribution Inc., manages the city's water treatment and distribution
system and operates two wastewater treatment plants, all under multi-year
contracts. PUC Services Inc. provides billing and customer care services
and manages the operations of Espanola Regional Hydro, alse under multi-
vear contracts. Water and wastewater services are provided to several
communities and organizations in the Algoma District.

During the past year PUC Services Inc. entered into two 20 year contracts
for the supply of electricity from solar panels to the Ontario Power
Authority under Ontario’s Feed-in Tariff program. Over the contract period
we expect to receive revenues of $4.3 million and generate net income of
$1.4 million. We are also sharing the revenues with the owners of both
facilities, the Public Utilities Commission and Algoma University. Pending
the outcome of the province's review of the Feed-in Tariff program, we
expect that we will add more solar generation. Several other potential solar
sites have been evaluated, including the city's new west end community
centre and PUC Distribution Inc's new corporate building.

I would like to thank the Board members of PUC Services Inc. for their
contributions during the past year and to all the employees in helping
to make 2011 a safe and successful year. The past year has seen
an unprecedented barrage of demands on the time and talents of our
administrative staff. Somehow, President Brian Curran and his wvice-
presidents, Dominic Parrella, Terry Greco and Claudio Stefano have met
every challenge in a timely manner and have reinforced our position as one
of the leading utilities in the province. The PUC Board, the Shareholder
and the community at large are all indebted to them for their loyalty and
dedication.

W

L.A. Guerriero
Chair, PUC Inc.
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PRESIDENT'S MESSAGE

An application was made to the Green Municipal Fund (GMF) for a loan
and grant to cover the cost of installing not only rooftop solar panels
but also extensive energy conservation measures at Sault Ste. Marie's
water treatment plant. The objective is to make the plant as energy
efficient as possible. The solar panels were installed in June 2011 and
the conservation measures will be implemented in 2012,

During the year management and the union negotiated a three year
collective agreement for all unionized staff. The agreement will extend
to April 30, 2014.

Despite our efforts to aveid any lost time injuries during the year, we
experienced one minor injury to an employee that resulted in five days
of lost time. We continue to enhance our safety pregrams and have an
early and safe return-to-work program should an employee be injured and
unable to immediately return to full duties.

We achieved 77% of our targets set for PUC Services in 2011. Areas
in which we were not totally successful include the implementation of
specific modules of our enterprise management software, no lost time
injuries and the amount of staff overtime.

I would like to thank all PUC Services employees for their contribution
to the success of not only our organization but to communities that they
serve.

H.]. Brian Curran
President & CEO, PUC Inc.
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Qur Business

Nature of Business

PUC Services is a utility services company with 179 full-time
employees as of December 31, 2011. During the past year the
company had long term contracts with PUC Distribution and
PUC Telecom te provide management, operating, maintenance
and administrative services. It also had a long term contract for
the provision of services with the Public Utilities Commission
for the water treatment and distribution systems in Sault
Ste. Marie. The company provides general management and
customer care services to Espanola Regional Hydro Distribution
Corporation.

PUC Services operates two wastewater treatment plants under
contract to the City of Sault Ste. Marie. Other contracts include
Blind River, Echo Bay, Desbarats, Township of North Shore,
Sault Ste. Marie Airport, the Algoma District School Board, the
Huron Superior Catholic School Board and Richards Landing.

Renewalble Energy

PUC Services installed two large roof top solar arrays under
the Feed-in Tarff (FIT) program in 2011. A total of 460
photovoltaic panels were installed on the roof of the water
treatment plant on Second Line and were commissioned in mid
June 2011. The panels have a maximum output of 137 kW and
are expected to generate $110,000 in annual revenues under
the FIT contract. A significant portion of the project cost is
expected to be financed by the Green Municipal Fund pending
the approval of an application to finance solar generation as
well as the installation of major energy conservation measures
at the plant. Dependent on completion of the loan agreement
with the Green Municipal Fund the annual share of revenues to
the Commission could be as high as $33,000.

Under a revenue sharing agreement with Algoma University,
531 panels were installed on the George Leach Centre and
commissioned in late November 2011. The output from the
solar panels is also fed into the local grid and revenue is
obtained under the FIT program. Annual revenues are expected
to be approximately $130,000 with a percentage of the revenue
going to the University.

During the past year PUC Services was selected to install solar
panels on the roof of the new West End Community Centre. The
roof can support 807 panels each with a maximum output of
300 watts. An application for a FIT contract was submitted to
the Ontario Power Authority in August 2011 but because of the
review of the FIT program by the Ministry of Energy approval
has not yet been received.

A re-evaluation of the amount of landfill gas that is available
for electricity generation was completed during the past year.
As the city had installed a central gas collection and flaring
system in 2011, data on the amount of methane gas generated
by the landfill is available. The data shows that the amount of
electricity that can be generated is half what was estimated in

a study that was completed in 2007. The revised generation
plant is approximately 900 kW. Pending the completion of a
revenue sharing agreement with the City, an application for a
FIT contract will be submitted to the OPA.

A prefeasibility study was completed on the potential of a
district heating system in the city’s downtown core area using
waste heat from local industry. The results of the study were
sufficiently positive to encourage further development of this

enargy option.

Energy Conservation

An energy audit on 5ault Ste. Marie’s water treatment plant
identified opportunities to reduce electricity consumption. The
audit revealed significant opportunities in lighting retrofits,
varable speed drives for large pumps and the use of heat
pumps to capture heat from the influent water to both heat
and cool the plant. Cost of the proposed measures is estimated
at approximately $800,000, of which 80% is expected to be
financed by a combination of loan and grant from the Green
Municipal Fund. Combined with the renewable generation
from the solar panels and a pressure reducing turbine that was
installed in the plant several years ago, the plant is expected
to reduce its non-renewable electricity requirements by more
than 37%.

Environment Stewardship

We try to minimize the environmental impacts from our business
operations. Our 3-R's committee looks at opportunities to
reuse and recycle surplus materials. In 2011 we diverted 76
tonnes of ferrous metal, 34 tonnes of non-ferrous metals and
10 tractor trailer loads of chipped wood from old power poles.
In addition, 13 tonnes of paper and plastics were diverted from
the waste stream for recycling. Waste materials considered
hazardous were stored in accordance with applicable regulations
and hauled away by contractors that are licensed to transport
and dispose of such materials.

Corporate and Community
Safety

We work particularly hard to ensure that our employees have
as safe a work environment as possible. We have extensive
training programs to cover all potentially hazardous conditions
and situations. Our goal is to have no lost time due to injuries.
Despite our efforts we did experience an injury in 2011 that
resulted in five lost days.

PUC coordinates and schedules the Caution and Chance
Electrical Safety Program each year for Elementary Students
in Grade 3 to 5. PUC staff volunteers undergo criminal record
checks and training on the Caution and Chance Program in order
to facilitate presentations to students in local area schools.
The response from the schools and students once again this
year has been fantastic!
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PUC Services is a member of the Safe Communities Partnership Qur Lotto

of Sault Ste. Marie. The Partnership is committed to injury

prevention throughout the community. Many PUC staff voluntarily participates in this local “Lotto”
with proceeds benefiting the Group Health Centre Trust Fund

KU DOS (medical equipment)/Sault Area Hospital Foundation (medical

equipment) and United Steelworkers Fun Carnival.

PUC Inc. and its employees are active and generous participants
in the community where our customers live and work. Our
corporate contributions in support of charity and not-for-profit
groups are an opportunity for PUC Services Inc. to help those
who help others in the community.

United Way
$10,000 corporate donation

PUC employees also contribute to our community by
participating in fundraising/charity events annually such as:

# United Way-PUC Employee Campaign: raising $28,539.40
# CIBC Run for the Cure: $£3,130.53

Sault Area Hospital

$14,395.00 corporate donation to fund one IntelliVue
Anesthetic Gas Monitor for the SAH Operating Suites.




Management Discussion
and Analysis

Management’s discussion and analysis should be read in
conjunction with the audited financial statements and notes.
The purpose of its inclusion in the annual report is to provide
supplemental analysis and background material in order to
enhance understanding of the company’s business. Certain
information included herein constitutes “forward-looking
information”. Forward-looking information means disclosure
regarding possible events, conditions or results that are based
on assumptions about future economic conditions and courses
of action.

Certain information included herein may contain forward-
looking information attributable to third parties. Although
the company believes that it has a reasonable basis for the
forward-looking information, such information is subject to
a number of risks and uncertainties that may cause actual
events, conditions or results to differ materially from those
contemplated by the forward-looking information. Some of the
factors that could cause such differences include legislative or
regulatory developments, financial market conditions, general
economic conditions and weather. The company does not
undertake any obligation to update publicly or to revise any of
the forward-locking information included herein after the date
hereof, whether as a result of new information, future events
or otherwise.

Highlights

The Company was formally wholly owned by PUC Inc., however
as of January 1, 2011 ownership was transferred to PUC Incs
sole shareholder, the City of Sault Ste. Marie. The Company
provides operations and management services to its affiliated
companies, PUC Distribution Inc., PUC Telecom Inc. and the
Public Utilities Commission of the City of Sault Ste. Marie, in
addition to non-affiliated entities.

The following financial summary is drawn from the Company's
audited financial statements.

The net earnings for the year ended December 31, 2011 were
$746,046 compared to $463,586 for the year ended December
31, 2010. Revenue increased by $2.0 million (17%) mostly in
management fee revenue. Expenses increased by $1.6 million
(12%) in the operating, administrative and depreciation
expense categories.
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Current Assets

The company completed two solar projects in 2011, both of which
were financed by cash on hand. Approval has been received
from two lenders for financing the two projects in the amount of
approximately $1.8 million. Improvements in the miscellanecus
billing process have shortened the collection cycle and reduced
accounts receivable at year end. In addition, PILs receivable is
less than the 2010 balance. The receivable/payable from the
affiliates and cash balance nets to $223,000 compared to the
2010 balance of $32,000.

Net Fixed Assefts

The solar generation assets at the Water Treatment Plant on Second
Line and at Algoma University on Queen Street were the major
fixed assets expenditures in 2011 in addition to expenditures for
vehicles, electronic equipment and tools.

Current Liabilities

The major increase to current liabilities was the increase in HST
payable.  Deferred revenue for unspent OPA conservation and
demand management project funds on behalf of a third party was
also recorded in 2011.

Long term liabllities

Employee future benefit increased by approximately $200,000 in
2011 as per an actuarial report completed in 2011. The loan
payable to PUC Inc. remained at $8,310,000.

Contact Revenue

Contract revenue consists of revenue from non-affiliated entities.
Additional work above normal operations was performed in 2011
on a number of the contracts which resulted in increased contract
revenue and expenses for the year.

Management Fee Revenue

Management fee revenue is derived from services provided to
affiliated companies. The large increase over 2010 is the result of
the recovery of increased costs to provide administrative services
to affiliates, as well as increased services rendered for the solar
farm construction projects in 2011

Generation Revenue

Two solar generation projects were completed in 2011. The
generation revenue represents the emergy production of the
projects for the part of the year they were in operation.



Operating Expenses

Anincrease in streetlight maintenance expenses and increased
one-time functions performed as part of the non-affiliate
contracts resulted in additional operating expenses which
were offset by additional revenue.

Generdal and Administrative
Expenses

Additional staff resources were added part way through 2010
and 2011 in the areas of information technology, safety, and
accounting resulting in increased administrative expenses.

Depreciation

An increase in information technology assets and solar
generation assets increased depreciation over prior years.

Interest Expense

Interest expense to an affiliated company (PUC Inc.) remained
at $532,638 in 2012.
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Balance Sheet Summary

For the period ending December 31, 2011

Assets

Current Assets
Cash & Investments
Accounts Receivable and Prepaids
Receivable from Affiliate
Inventory

Total Current Assets

Future Taxes
Net Fixed Assets

Total Assets

Liabilities and Equity
Current Liabilities
Payable to Affiliates

Long Term Liabilities

Equity
Common Shares
Special Shares

Retained Earnings

Total Equity

Total Liabilities & Equity
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2011 2010
$4,257,537 £6,688,728
$3,339,792 $3,930,473
$6,020,124 $038 444

$279,530 $350,560
$14,796,983 $11,908,205
$466,300 $538,000
$10,633,123 $9,094,829
$25,896,406 §21,541,034
$2,449,679 $1,867,767
$10,946,007 $7,565,197
$9,811,284 £0,612,203
$893,300 $893,300
$1,050,000 £1,050,000
§746,046 $552,567
$2,689,346 $2,495,867
$25,896,406 §21,541,034




Results of Operations Summary
For the Period Ending December 31, 2011

Revenue
Contract Revenue
Management Fee Revenue
Generation Revenue
Miscellaneous Revenue

Total Revenue

Expenses
Operating Expenses
General and Administrative Expenses
Depreciation
Interest Expense
Payment in Lieu of Taxes

Total Expenses

Income/(Loss) from Operations
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2011 2010
$5,543,833 $5,080,444
$8,105,775 $6,529,906

$63,664 $2,850
§220,478 $308,274
$13,942,750 $11,921,474
$4,840,879 $4,352,999
$5,911,788 $5,303,122
§1,729,499 $1,522,942
$532,638 $532,638
$181,900 -$253,813
$13,196,704 $11,457,888
§746,046 $463,586

11
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Liguidity and Capital
Resources

The company's source of liquidity and capital resources has
traditionally been funds generated from operations. The
principle use of these funds is working capital requirements,
interest payments and capital asset purchases. Approval has
been received for financing for the two selar projects. It is
expected that the loans will be finalized in early 2012 which
will add approximately $1.8 million to the cash position.

Risk Factors

The company faces a number of risks in operating regulated
and unregulated businesses.

Credit Risk

Credit risk is the risk that a party will fail to discharge its
obligations and cause a financial loss to the company.

The majority of company revenue is earned from a number of
customers that are municipal governments, regulated electric
distribution companies or affiliated companies.

Environmental Risk

The company operates in industries that are subject to federal
and provincial environmental requlations that are subject to
change. Failure to comply with these requlations could result
in orders to take specific actions or could subject the company
to fines, penalties or third party claims.

Technology Risk

DOver the years the use and complexity of the company's
electronic infrastructure has increased and its reliability and
security are critical to all areas of operation. A staff of threeisin
place to oversee IT networks, VoIP communications, enterprise
software, smart meter implementation, systems security and
other immerging IT issues. In addition, outside resources with
expertise in specific areas are utilized as necessary.

Human Resource Risk

As part of the its management service contracts, the company
provides the workforce necessary to operate various water,
wastewater and electric distribution systems. At December 31
the company’s workforce consisted of 179unionized and non-
unionized employees. Labour disruptions can affect ongoing
operations. Collective agreements with the union employees
are in effect until April 30, 2014,

The company, like others in the utility services industry, faces
a significant number of retirements within the next decade.
The retirement of individuals in technical and trades positions
will result in the loss of a large pool of expertise. PUC Services

has developed a succession plan to deal with this challenge
and intends to hire replacements several years in advance of
projected retirements to promote the transfer of knowledge
from one generation of workers to another.

Other Risks

The company maintains a level of insurance coverage deemed
appropriate by management and for matters for which insurance
coverage is available.

Accounting Policies

The audited financial statements of PUC Services Inc. have
been prepared by management in accordance with Part V - Pre
changeover accounting standards of the Canadian Institute
of Chartered Accountants Handbook. The company's
management makes estimates and assumptions concerning
reported amounts of assets and labilities, the disclosure of
contingent assets and labilities at the date of the audited
financial statements and amounts of revenues and expenses
of the company for the period covered by the audited
financial statements. The significant accounting policies of
the companies are summarized in the notes to the audited
financial statements.

Employee Future Benefit Costs

The company provides employee future benefits to current and
retired employees including certain health and life insurance
benefits. Future benefits for employees are recorded on
an accrual basis. The accrual is based on costs determined
by an independent actuary using the projected benefit
method prorated on service and based on assumptions that
reflect management’s best estimates. The assumptions were
determined by management with reference to recommendations
of the actuary. The last actuarial valuation was completed for
the year ended December 31, 2010.

The company makes contributions on behalf of employees to
the Ontario Municipal Employees Retirement System (OMERS),
a multi-employer defined benefit pension plan. Pension fund
premiums paid on behalf of employees are expensed when paid
to OMERS. Employee future benefits are included in labour
costs and charged to operations or capitalized as part of the
cost of fixed assets.

Future Income Tax Assefts

As of October 1, 2001, the company became liable for payments
in lieu of income and capital taxes in the same manner as if
they were taxable under federal and provincial tax laws. As of
the effective date of the regulations the assets of the company
were deemed to be disposed of and reacquired at fair market
value, The resulting tax bases of these assets were greater than
their book wvalue resulting in a future tax benefit associated
with the additional deductions available for tax purposes. The
future tax benefit is recognized on the balance sheet.



Future Accounting Standards

The company, as a publicly accountable enterprise, will be
required to adopt International Financial Reporting Standards
(IFRS) in place of Canadian GAAP for annual reporting
purposes for its fiscal year beginning January 1, 2013. An
evaluation process is currently underway to determine the
potential impact of the conversion to IFRS. The impacts on
the consolidated financial statements are not reasonably
determinable or estimable at this time.

Legal Issues

The company is subject to various litigation and claims with
customers, suppliers, former employees and other parties as a
normal course of operating a business. Currently, there are no
significant legal matters pending.

Qutlook

During 2011, the company extended its management service
agreements with its affiliated companies to November 30,
2012. Further, the company is confident that it will extend
these agreements through to 2017 and continue to provide
its customers the benefits of the efficiencies using the shared
services approach. The company anticipates significant focus
on the planning and completing of infrastructure replacement
programs for its major customers, PUC Distribution Inc. and
the Public Utilities Commission of the City of Sault Ste. Marie.

Major projects to be undertaken by the company on behalf
of its customers include the implementation of International
Financial Reporting Standards for reporting in 2013; the
continued implementation of an updated enterprise software
system including use of the software to assist in capital and
maintenance planning; meeting customer needs in the area
of renewable energy generation facilities as a result of the
Green Energy Act; meeting of provincially mandated targets
for energy conservation and demand management;; and, the
completion of the 2013 cost of service electric rate application
to be filed in 2012.

Also during 2011, two solar generation projects were
completed with local partners, the Public Utilities Commission
and Algoma University. The company will continue to evaluate
similar solar projects and other “green energy” opportunities
in order to obtain a reasonable return on investment and foster
the “green energy” message of its sole shareholder, the City of
Sault Ste. Marie.
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Corporate Governance

The role of the PUC Services Inc. Board is to maximize shareholder value taking into account the legitimate interests of various
stakeholders. Functions of the Board include the appointment of the President and Chief Executive Officer, the provision of leadership
in the development of a corporate strategic plan, approval of the corporate capital and operating budgets, review of annual financial
statements, establishment of corporate policies, ensuring that policies are being followed and monitoring the performance of senior
management.

Officers of the Corporation (as of December 31, 2011)

H.J. Brian Curran, P. Eng., MBA Terry Greco, CA Claudio Stefano, P. Eng., MBA
President and CEO Treasurer Secretary

Executive Team: (as of December 31, 2011)

Brian Curran Claudio Stefano Dominic Parrella Terry Greco

Board Members:

Pat Mick Mark Howson Larry Guerriero Rick Wing Doug Lawson

Bruno Barban Ella-Jean Richter Marchy Bruni Victoria R. Chiappetta Cecilia Bruno
PUC Distribution Board
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SEC IR 1-SEC-10

[1/3/4/App. D]

With respect to the Annual Report:

a) P.10. Please provide details of the transaction January 1, 2011 that transferred PUC
Services Inc. from the holding company to the City. Please provide all reports,
memos, presentations or other documents dealing in whole or in part with the
regulatory implications of that transaction.

b) P. 16. Please provide the missing wording between the first and second columns.

c) P. 16. Please provide any report, memo, presentation or other documents provided to

the Board of Directors dealing with the succession plan referred to. If the succession
plan is not in the evidence, please provide it.

PUC Response

a) PUC has provided the details of the January 1, 2011 transaction that transferred PUC
Services from the holding company to the City. Refer to Appendix A — PUC Services
Transfer Details.

b) The missing words are as follows: “The company’s rates were adjusted in 2009, 2010,
2011, and 2012 based on the OEB’s 3™ generation Incentive Rate Mechanism (GIRM).
Under the 3" GIRM, base rates, as determined by the “cost of service” rate proceeding,
are adjusted by an inflationary factor and a productivity factor set by the OEB...."
c¢) PUC has provided the succession plan referred to with the interrogatory responses as
Appendix G.
SEC IR 1-SEC-11

[1/3/5, p. 10] Please provide information with respect to PUC Energies Inc.

PUC Response

PUC Energies was incorporated to be in the retail of energy business that never materialized.
PUC Energies is no longer in existence.
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Exhibit 1 - Issue # 7 — Additional Information MIFRS

Energy Probe - IR 1-EP-1

Ref: Exhibit 1, Tab 1, Schedule 5 &
2013 Cost of Service Application Additional Information

At page 96 of the Additional Information, PUC states that it is deferring the transition to IFRS until
January 1, 2014. In light of this, please explain why PUC believes that a deferral account in
relation to PP&E components of depreciation in rate base due to the transition to MIFRS is
needed for the 2013 test year.

PUC Response

Due to the additional deferral of IFRS, PUC is withdrawing its request for deferral account 1575
in relation to PP&E. The impact of the changes in asset useful lives and overhead capitalization
policies under CGAAP effective January 1, 2012 will be recorded in account 1576.

Energy Probe - IR 1-EP-3

Ref: Exhibit 1, Tab 1, Schedule 20

Please explain why the 2013 Net Fixed Assets Opening figure for MIFRS is different from that
shown for CGAAP given that PUC is not moving to MIFRS until 2014, which only requires the
restatement of 2013 and not of 2012.

PUC Response

PUC is deferring the move to IFRS but has made the changes in useful lives as per the Kinetrics
report and the change in capitalized overheads in 2012 under CGAAP as outlined in the Boards
July 17, 2012 notice to distributors.

In Exhibit 1, Tab 1, Schedule 20, the 2013 Net Fixed Assets Opening balance does not have the
change in estimated useful lives or capitalization of overheads.

To clarify, PUC is requesting the Board to approve rates based on CGAAP accounting for 2012
and 2013 with the changes in the asset lives and capitalization in 2012 as outlined in the Boards
July 17, 2012 notice to distributors. PUC is withdrawing its request for a 1575 deferred PP&E
account and will capture the impact of the changes in useful lives and overhead capitalization
policy in account 1576.

SEC- IR 1-SEC-7

[1/2/1, p. 2]
With respect to the decision to convert to IFRS as of January 1, 2014:

a. Please advise which of the IFRS accounting changes (useful lives, overhead
capitalization, pooling of assets, asset retirement obligations, early retirements, etc.) are
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being implemented for accounting purposes for 2013 under CGAAP.

b. Please confirm that changes are being made to useful lives, overhead capitalization,
pooling of assets and early retirements in 2012 for comparative purposes. Please confirm
that those changes to 2012 are not required for IFRS conversion purposes.

c. Please advise what additional accounting changes will be required in 2014 to complete
the conversion to IFRS.

PUC Response

a) The change in useful lives and overhead capitalization components of IAS16 are
implemented for accounting purposes in 2012 under CGAAP.

b) Although PUC is not electing to adopt IFRS in 2013 for reporting purposes, PUC will be
adopting the extended useful lives and overhead capitalization components of IAS 16 in
2012. PUC has not made any changes for pooling of assets and early retirements in
2012. The changes to the extended useful lives and overhead capitalization in 2012 was
not required for IFRS conversion purposes.

c) At this time, PUC is not aware of any additional accounting changes to complete the
conversion to IFRS.
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Issue # 8 — 2011 Financial Statements

SEC- IR 1-SEC-9

[1/3/1, App. A] With respect to the 2011 financial statements:

Please provide the 2012 financial statements of the Applicant and parent company. If
they are not yet available, please advise when they will be available. In the interim,
until they are available, please provide the actual figures for Property, Plant and
Equipment, and Accumulated Depreciation, as well as the Note 2 breakdown, as of

Please explain why there is a receivable/payable each year from PUC
Please provide a detailed explanation of cash flows (revenues and
expenses) between PUC Services Inc. and the Applicant. Please provide the
average monthly balance owing to the Applicant by PUC Services Inc. for each month
in 2012. Please provide details of all interest payments made by PUC Services Inc. to
the Applicant with respect to those balances, and provide any agreement or other
document setting out the terms with respect to those balances.

P. 42. Please advise the rates on the debentures for the two Infrastructure Ontario
loans. If they are not yet available, please advise when they will be available.
P.42. Please provide a copy of the construction agreement referred to in Note 5.

P. 43. Please confirm that the purchaser of the telecom assets continues to pay pole

a)
December 31, 2012.
b) P. 30.
Services Inc.
c)
d)
e)
rental charges to the Applicant.
f)

P. 44. Please provide a detailed explanation of the allocation of tax credits and
similar benefits relating to operating expenses of the Applicant that are incurred by
PUC Services Inc. on the Applicant’s behalf.

PUC Response

a) PUC Distribution and the parent company’s 2012 financial statements are not available at
this time. PUC expects the financial statements to be available in May 2013. PUC has
provided the unaudited Note 2 breakdown as of December 31, 2012 below:

2012 2011
Cost Accum_ula_ted Net Book Net Book

Amortization Value Value
Land $845,039 $0 $845,039 $837,214
Building $24,247,191 $1,153,963 $23,093,228 656,272
Machinery and Equipment $27,618,193 $12,679,493 $14,938,700 14,785,416
Transmission and distribution $75,401,583 $37,895,280 $37,506,303 28,166,003
Construction in progress $0 $0 $0 4,099,830
$128,112,006 $51,728,736 $76,383,270 $48,544,735
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b) PUC Services Inc. processes cash receipts and payments on behalf of PUC Distribution
Inc. on an ongoing basis throughout the month which flow through PUC Services Inc.’s
bank account. The cash balance owed to or receivable from PUC Services at year end is
shown as a due to/from on the financial statements.

The following chart summaries the monthly balances for 2012 and the interest
calculations for the year.
Month Balance ($) Interest Received ($) Interest Paid ($)
January (1,145,870) (4,268)
February (1,279,376) (4,766)
March (1,624,604) (6,051)
April (1,930,689) (7,192)
May (788,689) (2,938)
June (1,129,627) (4,208)
July (751,542) (2,799)
August (3,799,429) (14,153)
September 2,087,266 2,175
October 553,730 657
November (16,337) (62)
December (2,094,234) (7,802)
c) The loans will be finalized in the second or third quarter of 2013.

The current rates, as of March 26, 2013, published by Infrastructure Ontario are:
$5,000,000 15 year loan — 3.4%
$21,200,000 25 year loan — 3.9%

d) PUC has included a copy of the construction agreement referred to in Note 5 in Appendix
C - Construction Agreement.

e) PUC confirms the purchaser of the telecom assets continues to pay pole rental charges.
f) Apprenticeship tax credits are claimed by PUC Services and subsequently transferred to

miscellaneous income of PUC Distribution in Account 4390 — Miscellaneous non-operating
revenue.
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Exhibit 1 - Issue # 9 — General Information

SEC - IR 1-SEC-1

Please confirm that there are 50 schools in the Applicant’s service area. Please provide a
breakdown of the rate classes of those schools between GS<50 and GS>50.

PUC Response

PUC confirms that there are 50 schools in PUC Distributions’ service area. There are 26 schools
that are GS<50 and 24 schools that are GS>50.

SEC - IR 1-SEC-2

With respect to the table marked “2011 Comparisons of Distributor Data” attached to these
interrogatories:

a. Please confirm that the data in the table correctly transposes the data from the 2008
through 2011 Electricity Yearbooks relative to the Applicant, and the data from the
Applicant’s current rates, and performs correct calculations on that data. Please advise if
any of the data related to other distributors is, to the knowledge of the Applicant,
incorrect. If any of the data for the Applicant or the other distributors is incorrect, please
provide the correct information if available.

b. Please explain all reasons known to the Applicant why its FTEs for its distribution
business are so much higher than any other similar-sized distributors.

C. Please explain all reasons known to the Applicant why the Applicant's OM&A per
customer is 15.3% higher than the average of the similar-sized distributors. Please
reconcile this disparity with the proposed increases in OM&A for 2012 and 2013.

d. Please explain why the Applicant has the lowest residential rates of the comparator
group, 18.1% below the average, but the third highest GS>50 rates of the comparator
group, 37.4% above the average.

PUC Response

a) PUC reviewed the data in the table below provided by SEC. PUC advises that minor
differences were found in the OM&A/customer calculations when comparing the 2011
Yearbook results. PUC calculated the average OM&A per customer to be $221.58 based
on the LDCs in the table and advises PUC’s average OM&A per customer is $259.75. PUC
advises the average bill calculations for Halton Hills and Newmarket could not be
confirmed.
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2011 Comparisons of Distributor Data - PUC Distribution

PUC Chatham  Essex  Haldimand  Halton

4 Metic Distribution AVERAGES | Brantford Kent Powerlines  County Hills Kingston Mifton  Newmarker  NorthBay Peterborough  Westario Welland

1 Number of Customers 32,99 27,859 37,964 32132 28,094 21070 21,232 26844 30,485 33338 23,850 35,270 2257 21,768
2 Density (customersfkm.) 4417 45.81 58.50 39.62 60.42 12.15 1450 74.15 3209 4017 38.59 63.78 4322 7256
3 Residential Revenue % 53.20 7.1 54.95 5283 66.06 64.27 56.15 5443 60.72 5393 5237 5129 59.34 63.62
4 OM&A/Customer §261.86) S227.17) §17685  S26860  §20578  §34923  §22595  §24286 520983  §20218  §17841 $21207 520958 $244 88
5 Net Fixed Assets/Customer 51411 $1.494 51,645 §1540 $1,391 FINEY 51,485 §1.135 §1.770 51549 $1.811 §1,400 $1.425 §1,035
6 Cap. Adds as % of Dep'n 385.6% 195.8%) 17.3% 1415% 236.9% 166.3% 196.6%  288.0% 268.3% 1410%  2531% 181.1% 215.3% 141.9%
7FTEs 82 48 65 43 44 50 49 46 57 46 B 2
8 Res. Typical 2012 Dx. Bill 5251 64 §307.33] $27000 530120  §29520 547136 §30240  $289.08 531260  $313B0  §294.96 §25428 27240 $310.68
9 G8<50 Typical 2012 Dx. Bill §612.00 5614.07) $4R372  S67428 966948 583640  $57888  $550.20  $R9628  $B09.76  $648.60 $57480 47004 $506.40
10 GS=50 Typical 2012 Dx. Bill | $15,031.08 §10,937.45] $1133742 $1149438 5669094 51565922 51336608 S$908856 5644680 §1533324 5961650 $10,276.08 35959370 5834648

Sources: Lines 1-7 - 2011 OEB Electricity Distributors” Yearbook (except PUC line T, from this Application)
Lines 810 - Final Rate Orders for all LDCs (Res. = 800 kwhr; G§<50 = 2000 kwhr; G5=50= 250 kW)

b) PUC does not have any known reasons for the differences in full time equivalents in

comparison to specific LDCs. Differences could be attributed to levels of outsourcing,
service territory size, physical attributes of the service territory, rural vs urban customer mix,
etc. The average number of FTEs for LDCs with service territories between 300 and 700
square kms (excluding Algoma Power and Hydro One) is 253. The average OM&A for the
same group is $259.83 per customer.

PUC does not have any known reasons for the differences in OM&A cost per customer in
comparison to specific LDCs. Differences could be attributed to service territory size,
physical attributes of the service territory, rural vs urban customer mix, etc. The average
number of FTEs for LDCs with service territories between 300 and 700 square kms
(excluding Algoma Power and Hydro One) is 253. The average OM&A for the same group
is $259.83 per customer. PUC operates and maintains two 115 kv transmission stations
that are classed as distribution assets and therefore increase OM&A expenses. In addition,
as a result of the management agreement with PUC Services, expenses that would be
included in depreciation for most LDCs are included in OM&A for PUC Distribution.

d) PUC Distribution’s revenue to cost ratio for residential customers is at the low end of the

allowable range (93.3%) and the revenue to cost ratio for GS>50 is at the high end of the
allowable range (120%).
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Ref: Exh 2-1-1, Table 2-1

Ref: Chapter 2 Appendices (excel file)
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The Net Book Values (NBV) stated in Table 2-1 do not reconcile to the NBV listed in

Appendix 2-B.

Please reconcile the NBV for each year listed in Table 2-1 and comment on any

variances.

PUC Response

The NBV in Table 2-1 — Summary of Rate Base is the average NBV for the year as required
when calculating the rate base. The NBV in Chapter 2 Appendices is the actual NBV for the
year as required for the continuity schedules. For this cost of service rate application, and for
regulatory accounting, the schedules in Chapter 2 Appendices use the % year rule. A
reconciliation of the NBV’s are provided below.

2008 2009 2010 2011 2012 2013
Opening Cost (A) | 78.671.492 | 81,705,192 | 85,950,341 | 89,978,517 | 103,193,980 | 133,132,719
Closing Cost (B) | 81,705,192 | 85,950,341 | 89,978,517 | 96,776,286 | 133,132,719 | 136,670,213
Average Cost 80188342 | 83.827.767 | 87.964.429 | 93.377.402 | 118,163,350 | 134,901,466
C=(A+B)/2
(céf)e"'"g’a‘“' D | 4p 450337 | 44261780 | 46.070.502 | 47,443,044 | 49254705 | 52,427 986
fE'?S'"gACC' DeP- 144261780 | 48,070,502 | 47.443.944 | 47778126 | 52.427.986 | 52,747,934
’;:Baf;g“' O%P | 43360559 | 45166141 | 46757223 | 47,611,035 | 50,841,346 | 52,587,960
('\::Ei\;)pe”ab'eg"' 36,827,784 | 38.661,626 | 41,207,206 | 45.766,367 | 67,322,004 | 82,313,506
NBVin Chapter2 | ., 412 410 | 30879839 | 42534573 | 48.998.160 | 80704733 | 83922279
Appendices (B-E)
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Exhibit 2 - Issue # 2 — OM&A

Board Staff — IR 2-Staff-7

Ref: Exh 2-2-1
Please identify the increases (decreases) in OM&A expense for the test year, arising from
other than a decrease (increase) in capitalized overhead.

PUC Response

In the Bridge and Test year PUC changed the capitalization of overheads as outlined in the July
17, 2012, OEB notice to electricity distributors. The table below includes a column “test year-
without change in overhead capitalization” to identify the increase or decreases in OM&A that is
not a result of the changes in capitalized overhead.
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Test Year (revised to
not inlcude changes

Test Year (revised to
not include changes

L it due to overhead due to overhead
Last Board- Most 2013 - Asfiled ZUIZS-tv;‘tEI?;ut capitalization)Versus | capitalization) Versus
Approved Current |in application . X
Rebasing Actuals | with change change in Last Rebasing Most Current Actuals
Year 2008 | Year 2011 | in overhead o\:rerr.leai.i P Percenta
.t . | capitalization| variance T Ercentag e
capitalization e Change |Variance ($) 9
o ($) %) Change
Account |Description (%)
Reporting Basis CGAAP CGAAP CGAAP CGAAP
Operations
5005 Operation Supervision and E § 336,833 |5 439304 [ § 411,907 ] 411,907 | § 75,074 22.29%|-5  273%7 -6.24%
5010 Load Dispatching $ 172820 |F 228090 |5 242 267 | & 242267 |5 69447 4018%| & 14177 6.22%
5012 Station Buildings and Fixture] § 445940 | § 539271 |5  535.203| % 539203 |§  93.263 20.91%]|-5 68 | -0.01%
5014 Transformer Station Equipme| § 34824 |5 41344 [ 5 305345 30534 |5 4290 -12.32%)-5 10810 | -26.15%
5015 Transformer Station Equipme| § 23|15 12042 |5 10,716 | & 10,716 | § 10,693 | 46491.30%|-5 1,326 | -11.01%
5016 Distribution Station Equipmer| $ 62062 |5 822365 138,255 § 138255 |§ 56,193 68.48%| 5 56,019 | 68.12%
5017 Distribution Station Equipmen § 15442 | § 9,766 | § 18,594 | § 18,694 |5 3182 20.41%| § 8.828 | 90.40%
5020 Overhead Distribution Lines 8| § 591,723 |5 291082 | § 5090991 % 509,099 |-§ 82,624 -13.96%| 5 218,017 | 74.90%
5025 Overhead Distribution Lines af § 183,617 [ § 282199 | § 36163215 361632 | § 178.015 96.95%| 5 V9433 | 28.15%
5030 Overhead Sub-transmission Feeders - Operg § - b - 5 - 5 - 5 -
5035 Overhead Distribution Transfo| $ 76,335 | § 1,768 | § 16,181 | & 16.181 -5 60,154 -78.80%]) 5 14413 | 815.21%
5040 Underground Distribution Lingd § 22460 |§ 78,725 | § 189,996 | 5 189,996 | § 167.536 745.93%| 5 111,271 | 141.34%
5045 Underground Distribution Ling $ 3596 | % 5256 | § 13470] % 13470 | % 9.674 274.58%| § 8.214 | 156.28%
5050 Underground Sub-transmissiq § - |3 124 | § - |5 - |3 - -5 124 | -100.00%
5055 Underground Distribution Trar| 5 8318 |5 5 7573]% 7,573 |-% 745 -8.96%| § 7.573
5060 Street Lighting and Signal Sy § - |5 - |§ - |§ - | B - 5 -
5065 Meter Expense $ 369655 |5 190,868 |35 347,087 5 347,087 [-§ 22 568 -6.11%| 5 156219 | 81.85%
5070 Custorner Premises - Operati| § 18.080 | § 152553 |§ 125,934 5 125934 | § 107,854 596.54%|-5 26,619 | -1745%
5075 Custorner Premises - Operati| $ 3163 |§F 22649 |5 8,465 5% 8455 |5 5,302 168.16%|-5 14194 | -62.67%
5085 Miscellaneous Distribution E § 324225 [ § 362216 | § 5576301 % 557630 | § 233405 71.99%| 5 195414 | 53.95%
5090 Underground Distribution Ling & 143,743 | § 5415 107] % 107 |-5 143,636 -99.93%| & 53] 96.15%
5095 Overhead Distribution Lines a| $ 1400 | 1403 | $ 1,393] 8 1,393 |-§ 7 -0.50%]-5 10 0.71%
5096 Other Rent 5 530805 129999 |% 7315 947315 41651 78.47%[-5 35268 | -27.13%
Total - Operations § 2887329 | 52870949 |5 3624764[5 3624764 |5 737435 25 54%| & 753815 | 26.26%
Account Description
Maintenance
5105 Maintenance Supenision and| § - | % - |3 - |5 - |3 - ) -
5110 Maintenance of Buildings and § 55479 |5 89435[% 89,103 5 89103 | § 33,624 60.61%]|-5 332 -0.37%
5112 Maintenance of Transformer § 5 19154 [§ 14092 | § 64.681| 5 64681 |5 45527 23769%[ 5 50,589 | 358.99%
5114 Maintenance of Distribution § § 233218 |5 67601 (5 207385) % 207,385 |- 25,833 -11.08%] 5 139,784 | 206.78%
5120 Maintenance of Poles, Tower{ § 62,957 | § 115,827 | § 123.530 | § 123530 |§ 60573 96.21%) & 7.703 5.65%
5125 Maintenance of Overhead Co § 385,662 | § 588,119 | § 582387 | 5 582,387 | § 196,725 51.01%)-5 5732 -0.97%
5130 Maintenance of Overhead Sef § 178,128 [ § 138,851 | § 166,220 | § 166,220 |- 11,908 6.69%| &  27.369 19.71%
5135 Overhead Distribution Lines a) § 606,002 | § 6832794 |§  686.551| % 686,551 | § 280,549 46.30%| §  63.787 6.46%
5145 Maintenance of Underground | § 115744 |5 58409 [ 5 67,815 5 67,815 |5 47.929 41.41%| § 9406 | 16.10%
5150 Maintenance of Underground | § 245198 | 136,276 | § 129279 | 5 129279 -5 115,919 47.28%|-% 6,997 £.13%
5155 Maintenance of Underground | § 60,829 |5 102439 [ § 5744515 57445 |5 3384 -5.56%|-5 44994 | 43.92%
5160 Maintenance of Line Transfor § 50464 |5 116137 [ § 41604 % 41604 -5 8860 -17.56%|-F 74533 | -64.18%
5165 Maintenance of Street Lightin| $ b b 5 5 - 5 -
5170 Sentinel Lights - Labour $ $ $ ) § - $ -
5172 Sentinel Lights - Materials an| § - |5 - |3 - |% - |3 - 5 -
5175 Maintenance of Meters 5 64814 |5 28415 (% 30546 | § 30,546 -5 34.268 -52.87%| & 2,131 7.50%
5178 Customer Installations Exper| § 3 ;) 5 ) - ) -
5195 Maintenance of Other Installa] § ) $ 5 ) - $ -
Total - Maintenance 5 2077649 | 52288395 |5 24465465 2446546 |5 368,697 17.76%| 5 158,151 6.91%
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5305 Supenvision

2598

2,598

-100.00%

5310 Meter Reading Expense

214,367

210,690

377197

37197

162,830

75.96%

166,507

79.03%

5315 Customer Billing

471,641

526,533

547 559

547,559

75,918

16.10%

21,026

3.99%

5320 Collecting

212,459

276,891

273,697

273,697

61.238

28.82%]-

3194

-1.15%

5325 Collecting - Cash Over and S

5330 Collection Charges

5335 Bad Debt Expense

75,405

94,728

117,878

117,878

42 473

56.33%

23,150

24 44%

5340 Miscellaneous Customer Acq

Total - Billing and Collecting

973,872

e ||en |en |en |en |ea |en |ea |en

1,111,440

e ||en |en e |en |ea |en |ea |en

e ||en |ea |en |en |ea |en |ea |en

1,316,331

e ||en |ea |en |en |ea |en |ea |en

1,316,331

342 459

35.16%

204,891

18.43%

Account Description

Community Relations

5405 Supenvision

47,022

79,506

96,259

96,259

49,237

104.71%

16,753

21.07%

5410 Community Relations - Sund

390.211

382,349

499,961

499,961

109,750

28.13%

117,612

30.76%

5415 Energy Conservation

5420 Community Safety Program

36,065

23,699

40417

40417

4352

12.07%

16.718

70.54%

5425 Miscellaneous Customer Seny

5505 Supenvision

5510 Demonstrating and Selling E

5515 Advertising Expenses

5520 Miscellaneous Sales Expens

Total - Community Relations

e |len|en |en |en |en |ea|en |ea |en

473,298

485,554

e |lenlen |ea |en |ea e |ea |ea |en

636,637

e |lenlen |ea |en |ea e |ea |ea |en

636.637

163,339

34.51%

151,083

31.12%

Account Description

Administrative and General Expenses

5605 Executive Salaries and Expel

114,038

149,273

190,953

143,057

29.019

25.45%|-

6,216

4.16%

5610 Management Salaries and E

111,588

260,858

517,843

355,161

243 573

218.28%

94,303

36.15%

5615 General Administrative Salari

247,009

320,472

402,071

276,923

29.914

12.11%]-

43,549

-13.58%

5620 Office Supplies and Expense

198,705

261,662

437,091

314,697

115,992

58.37%

53,035

20.27%

5625 Administrative Expense Tran

5630 Outside Senvices Employed

69,473

82,284

191,498

140,276

70,803

101.91%

57,992

70.43%

5635 Property Insurance

70,794

64,309

72 428

69,822

972

-1.37%

5,513

8.57%

5640 Injuries and Damages

5645 OMERS Pensions and Benef|

5646 Employee Pensions and OPH

5647 Employee Sick Leave

5650 Franchise Requirements

5655 Requlatory Expenses

142 273

175,261

271,041

271,041

128,768

90.51%

95,780

54 65%

5660 General Advertising Expense

5665 Miscellaneous General Exper

154,919

157,379

97,382

96,541

58,378

-37.68%|-

60,638

-38.66%

5670 Rent

5672 Lease Payment Charge

5675 Maintenance of General Plan

289,054

343,458

654,285

433 967

144,913

50.13%

90,509

26.35%

5680 Electrical Safety Authority Fe

5661 Special Purpose Charge Exp

5685 Independent Electricity Syste

5695 OM&A Contra Account

6205 Donations

e |en e |en |ea |en |ea |en |en |en en (ea e (ea|en (en e (e (en |ea |ea |ea |en

6205 Donations, Sub-account LEA

£

19,020

20,000

20,000

20,000

980

5.15%

Total - Administrative and General E

§ 1,397.853

5 1,833,976

2,654,592

2,121,485

e |en |en |ea |en|en |en|en |ea|en |dn|en |en |n |en |a |ea |en |da |en |en |en (o |en [en

723,632

51.77%

287,509

15.68%

Total OM8A

$ 7,810,001

$ 8,590,314

e len|en |en |en |ea e |ea|en |ea |en |en |ea [en |ea |en (ea |en ([ea e |ea (en |ea |ea |ea |en

10,878,870

e en|en |en |en |ea e |ea|en |ea|en |en |en [en |ea |en (ea |en ([ea e |ea [en |ea |ea |ea |ea

10,145,763

$3,068,869

29.91%

e |en e |en e |ea e |ea|en |ea|en |ea o em ea|en (ea|en (ea|ea (e (en |ea e |en |en

1,555 449

18.11%
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Exhibit 2 - Issue # 3 — SAIDI, SAIFI and CAIDI

Board Staff — IR 2-Staff-8

Ref: Exh 2-2-2, Table 2-4

Ref: Exh 1, Appendix D, Pages 9-10

Board staff notes that SAIDI and SAIFI excluding loss of supply are increased (i.e. worse)
for 2011 than for preceding years.

a) Please explain the causes of the fluctuations in the reported reliability
performance measures (SAIDI, SAIFI and CAIDI) from 2010 to 2011.

b) Please comment on what service reliability measures PUC has/is taking to
ensure these ratios decrease.

c) Please provide an estimate for 2012 for the service quality indicators. Please

describe how PUC derived the 2012 estimates of its reliability performance
measures, given the fluctuations shown over the prior years.

PUC Response

a) 2011 was an unusual year with respect to power outages. A combination of a number of
factors during the year contributed to unusual outage frequency and duration of outages.
These included the following:

1) unusual system configuration associated with:
i. connection of 60 MW of solar generation in the east end of the city,

ii. improvements to protection systems at the east end TS related to the solar
generation, and

ii. installation of new wholesale metering installations at the east end TS.

2) increased equipment failure associated with defective disconnect switches and
failure prone ceramic insulators; and

3) significant weather conditions.

b) The wholesale metering, protection upgrades and connection of the solar generation were
all completed by late 2011, and therefore are no longer of concern. PUC undertook a
dedicated effort to replace approximately 1,200 suspected defective disconnect switches,
and approximately 3,300 failure prone ceramic insulators over a three-year time frame,
starting in 2012. Reliability indices for 2012 (see answer to item (c) below) confirm these
efforts are proving effective.

¢) Actual numbers for 2012 are as follows: SAIDI = 1.65; SAIFI = 2.17; CAIDI = 0.76.
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Reference:

Exhibit 2, Tab 2, Schedule 2, pg. 1.
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a) Please breakdown the outage metrics for 2009 through 2012 into the following
categories:

Description

2009
Totals

2010
Totals

2011
Totals

Total

Scheduled
Supply Loss
Tree Contact

Lightning

Pole Failure
Weather

Human Element
Animals, Vehicle
Environment

Unknown

Def.Equip.(other than pole)

PUC Response

Note: Categories indicated in table above have not been compiled and are not readily available.
Included below is data for 2009 through 2011 for available categories. Data for 2012 is
not yet available.

B60%

50%

40%

30%

20%

10%

0%

SAIDI & SAIFI 2011
Contribution by Outage Type

OSAIDI = SAIFI

—

—

|

m

u

Animal Contact Trees onLines

Equipment Vehicle
Failure Accident

Scheduled Work Lightning Strike Strong Winds Unknown Cause




PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 81 of 247

SAIDI & SAIFI 2010
Contribution by Qutage Type

60%
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40%

30%

20%
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-
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Animal Contact Trees on Lines Equipment  Vehicle Accident Scheduled Work Lightning Strike  Strong Winds  Unknown Cause
Failure

SAIDI & SAIFI 2009 - a
Contribution by Qutage Type
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Failure
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Exhibit 2 - Issue # 4 — IFRS

Board Staff — IR 2-Staff-9

Ref: Exh 2-2-3. Table 15

Ref: Exh 2-2-1. Page 3Ref: Exh 1-2-4_Page 3Ref: Exh 1-1-20. Page 1

As per Exhibit 2-2-3, Page 15, PUC stated the following:

PUC has not accounted for any gains or losses on the retirement of assets in this cost of
service rate application.

PUC has not recorded any asset impairment losses in this cost of service application.
As per Exh 2-2-1, Page 3, PUC stated:

e PUC follows Generally Accepted Accounting Principles, in particular the CICA Handbook
IAS 16 Property, Plant and Equipment and the OEB Accounting Procedure Handbook.

e Components of PP&E are determined and depreciation is calculated separately for each
significant component or part.

e Depreciation is based on the asset costs (or revalued cost) less its residual value over
the estimated useful life

e General overhead and administrative costs are specifically excluded from the cost of the
asset.

As per Exh 1-2-4, Page 3, PUC stated the following:
Transition to IFRS...reduced capital charges and increased OM&A

a) Please clarify the accounting policy choice for each area of PP&E in 2013, using the
following table:

#  |Areas of PP&E policiesin |IFRS or External Impact, if
2013 CGAAP Auditor agrees Jany, to the
with the policy? [revenue
1 requirement
(Y/N) ofq2013
1. |Asset Useful Lives
2. |Componentization of Assets
3. [Capitalization of Overheads
4.  De-recognition of PP&E
(including asset retirement)
5.  |Asset impairment
6. [Others

Note 1: please provide the reasons if the answer is “No”. Please provide the plan for
consultation with its auditor if PUC has not obtained the agreement with its external auditor.
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b) Please explain why PUC stated that the transition to IFRS reduced capital charges and
increased OM&A, as per Exhibit 1 Tab 2 Schedule 4 Page 3 of 3. The table on Exhibit 1 Tab 1
Schedule 20 Page 1 of 1 (excerpts from the table reproduced below) shows an increase in both
net book value of PP&E and OM&A when comparing 2013 CGAAP to 2013 MIFRS. Please
provide numbers and calculations that support PUC Distribution Inc.’s statement that the
“transition to IFRS reduced capital charges and increased OM&A”. The analysis should reflect
the actual data recorded in PUC’s evidence.

Rate Base CGAAP IMIFRS

2013 Net Fixed Assets Opening 80,369,401 80,704,733

2013 Net Fixed Assets Closing 83,243,549 83,922,280

OM&A 10,195,763 10,928,870

2013 Revenue Requirement CGAAP MIFRS Difference
Depreciation 4,493,943 3,407,501 (1,086,442)
PILs 493,584 276,281 (217,303)
OM&A 10,195,763 10,928,870 733,107

PUC Response

a) PUC has completed the table below with the accounting policy choice in the 2013 test year.

Areas of PP&E policies in IFRS or External Impact, if any, to the
2013 CGAAP Auditor agrees | revenue requirement of
with the policy? 2013
s
1. |Asset Useful Lives CGAAP — No Adoption of extended lives
Extended Lives in 2012 increases rate base
and decreases depreciation.
Impact of changes for 2012
recorded in 1576.
2. |Componentization of Assets CGAAP No N/A
3. |Capitalization of Overheads|CGAAP — Direct No Decrease in rate base and
capitalization increase in OM&A. Impact
only of changes for 2012
recorded in account 1576.
4.  De-recognition of PP&E CGAAP No N/A
(including asset
retirement)
5.  JAsset impairment CGAAP No N/A
6. [Others N/A N/A N/A
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PUC is deferring implementation of IFRS for financial reporting; therefore, the external auditors
have not confirmed agreement with the policies.

b) PUC changed the estimated useful lives and overhead capitalization policies in 2012 under
CGAAP to agree with components of IAS 16 and as per a notice issued by the Board on
July 17, 2012 to electricity distributors. When PUC stated “transition to IFRS reduced
capital charges and increased OM&A” the reference was to the change in the capitalization
of overheads. Less overhead is being capitalized under the new policy therefore increasing
the amount in OM&A. When comparing the 2013 CGAAP amount vs. the 2013 MIFRS
amounts the NBV has decreased by the change in capitalized overhead but depreciation
has also decreased due to the extended useful lives.

VECC - IR 2-Staff-4

Reference: Exhibit 2, Tab 2, Schedule 3

a) For each asset class for which PUC is proposing a useful life which is outside the minimum
or maximum of the Kinectrics Study (e.g. Switches and Reclosers) please explain why and
the basis for the proposed alternative life.

PUC Response

a) The maximum life for switches and reclosers as per the Kinectrics study is 55 years. PUC has
proposed to use 60 years which is consistent with overheard conductors. Historically switches
and reclosers have been accounted for with overhead conductors. The cost of the switches
and reclosers is not material compared to the overall total wire costs and cannot be easily
separated.

There are no other assets classes that PUC is proposing a useful life which is outside the
minimum or maximum as per the Kinectrics Report.

SEC - IR 2-SEC-13
[2/2/3]

Please provide any report, memo, presentation or other documents, other than the Board's
Kinectrics Study, dealing with the Applicant’s decisions on componentization and useful lives.

PUC Response

PUC utilized the Board’s Kinectrics Study for componentization and useful lives. PUC has no
further reports, memos or presentations that were used for the purposes of useful lives and
componentization.
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Energy Probe — IR 2-EP-4
Ref:  Exhibit 2, Tab 2, Schedule 3

The evidence indicates that PUC has decided to stay on CGAAP and defer implementation of
IFRS to January 1, 2014. At the same time PUC has filed this cost of service application based
on MIFRS for both the bridge and test years (2012 & 2013). Please confirm that the bridge year
should be filed based on CGAAP since it will not be restated when PUC implements IFRS in
2014.

PUC Response
PUC confirms it has decided to stay on CGAAP and defer implementation of IFRS.

PUC confirms that the bridge and test year should be filed on CGAAP.

Although not electing to implement IFRS for reporting purposes, PUC will adopt the extended
useful lives and overhead capitalization components of IAS 16 in 2012 as originally filed in the
application for the bridge and test year.

Therefore, PUC is requesting the Board to approve rates based on CGAAP accounting for 2012
and 2013 with the changes in asset lives and capitalization of overheads in 2012 as outlined in
the July 17, 2012 notice to electricity distributors.

The only changes PUC made to file under MIFRS for the bridge and test year were the change in
useful lives, capitalization of overheads, and a 1575 deferred PP&E account.

Since the changes in the estimated useful lives and capitalization of overheads can be made
under CGAAP, the only change PUC is proposing is the removal of the request for a 1575
deferred PP&E account. The impacts of the changes in the useful lives and overhead
capitalization policies effective January 1 2012 will be recorded in account 1576 — Accounting
changes under CGAAP.

VECC - IR 2-VECC-5

Reference: Exhibit 2, Tab 2, Schedule 3, pg. 15.

a) What are the intangible assets included in PP&E referred to at this part of the evidence?

PUC Response

a) PUC's intangible assets are land rights.

SEC - IR 2-SEC-12

[2/1/2, Tables 2-1 and 2-2]
Please confirm that the 2012 and 2013 columns in these tables are based on MIFRS.
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PUC Response

PUC confirms Table 2-1 and 2-2 was filed under MIFRS in the original application. Since PUC is
deferring the implementation of IFRS, PUC is now requesting the Board to approve rates based
on CGAAP with the changes in useful lives and capitalization components under IAS 16 in 2012.
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Exhibit 2 - Issue # 5 — Deteriorated Wood Poles

Board Staff — IR 2-Staff-10

Ref: Exh 2-2-7, Page 13

PUC states that it has an on-going capital project to replace deteriorated wood poles as
identified through annual third party pole testing and regular plant inspections. For the
2013 Test Year, this capital project has a cost of approximately $800K. This is an
approximate 50% increase (~$262K) from 2012.

a) Please comment on the significant increase from 2012 to 2013.

b) Please provide the number of poles replaced for 2007 through 2012. Provide a
column for 2013 indicating the estimated number of poles to be replaced.

c) Please file the 2012 third party annual testing report.

PUC Response

a) PUC needs to replace between approximately 400 poles per year, based on a typical pole
service life of 40 years, and 320 poles per year, based on a service life of 50 years. PUC has
been working towards increasing annual pole replacements gradually over a 5 to 10 year
time frame up to the anticipated long term goal, that being approximately 360 poles per year.
At an estimated unit cost of $4,500 per pole, the long term budget for deteriorated pole
replacements is approximately $1,620,000.

The 2012 budget for pole replacements was $537,212. However actual expenditure was
closer to $700,000. The projected budget for 2013 is $799,166. This is in-line with ongoing
efforts to increase the level of pole replacements to the long term target of $1.62 million.

b) Poles replaced per year:
Year 2007 2008 2009 2010 2011 2012 2013 Estimate
Quantity 214 174 257 241 132 182 180

c) Referto Appendix B - 2012 pole testing report titled.
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Exhibit 2 - Issue #6 — Capital Projects

Board Staff — IR 2-Staff-11

Ref: Exh 2-2-7, Page 15-16
In the referenced evidence, PUC has identified on-going capital projects. For each of the
following capital projects, please provide;

a) The expected timeline for the completion of this project.
b) A table outlining, by year, all costs pertaining to this project.

Voltage Conversion Program

Underground Cables Remediation Program
Replace substation switches and breakers
Replace underground station cables
Station equipment

PUC Response

e Voltage Conversion Program - latest schedule from March 2012 estimates
completion of voltage conversion program by 2018 (see Appendix L for conversion
programs by station)

e Underground Cables Remediation Program - program is currently under
development. However, with approximately 300 km of underground primary cables
in the system (see Exhibit 4-8, AMP section 4.2.1) and generalized plans to address
10 km per year, the program is expected to last more than 30 years.

The following three programs are actually sub-components of one overall program to
renew/replace the existing 16 Distribution Stations and 2 Transformer Stations over the
next 30 to 40 years. In accordance with the program outline in the AMP section 5.4, we
plan to replace/rebuild approximately one-half of a station each year for the next 30 to 40
years.

0 Replace substation switches and breakers

0 Replace underground station cables

0 Station equipment

Costs for each program for each year are listed in the application Exhibit 2, Tab 2,
Schedule 7, pages 4 through 13.

VECC - IR 2-VECC-12

Reference: Exhibit 2, Tab 3, Schedule 2, pg. 1.

a) What was the salvage value of recovered copper wiring in 20127
What amount is forecast for 20137
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PUC Response

a) PUC has provided in the table below the total sales of scrap including copper wire:

2008 2008 2009 2010 2011 2012 2013 2013
approved YTD

$114,000 | $32,290 | $17,325 | $52,892 | $86,339 | $82,058 | $2,168 $40,000

SEC - IR 2-SEC-14
[2/2/7]

Please provide, for each of the “multi-year capital programs” referred to in this Exhibit, the
planning or other document that set out, in advance, the details of the program, any periodic
variance reports or amendments to the program, and any reports, memos, presentations or
other documents provided to the Board of Directors or senior management, as the case may
be, at the time approval for the program was being sought.

PUC Response

See the following reports that were submitted with 2013 COS application:
1. Asset Management Plan — METSCO Energy Solutions, September 2012

2. LD-01 Porcelain Insulator Replacement Program, PUC Services Staff, November 30,
2010

3. LD-02 Restricted Conductor Replacement Program, PUC Services Staff, November 3,
2009

4. LD-03 Distribution Switch Replacement Program, PUC Staff, January 31, 2012

SEC - IR 2-SEC-15
[2/2/7, p. 11-13]
Please explain why the amounts for 2012 projects (c), (9), (j), and (m) are identical.

PUC Response

The amounts for the identified projects are annual allowances put into the 2012 capital budget to
complete the work in these long-term system renewal/rehabilitation programs in 2012.



PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 90 of 247

Exhibit 2 - Issue #7 — SCADA System

Board Staff — IR 2-Staff-12

Ref: Exh 2-2-7, Page 16
PUC Distribution Inc. states that the SCADA system is outdated and will be replaced in 2013.

a) Please confirm whether the entire SCADA system will be replaced by end 2013 or only

part of it.
b) If only part of the SCADA system will be replaced in 2013, please provide the expected

timeline for the completion of this project.
c) Please provide a table outlining, by year, all costs pertaining to this project.

PUC Response

a) PUC only plans to replace part of the SCADA system in 2013. The master station and the
alternate master station hardware and software will be replaced.

b) The completion of the project is expected by the end of 2013.

c) All the costs of this project are to be incurred prior to the end of 2013.
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Exhibit 2 - Issue #8 - New inteqgrated service centre/administration building

Board Staff — IR 2-Staff-13

Ref: Exh 2-2-7
At a cost of $23M, PUC is constructing a new integrated service centre/administration
building. The building will be complete and ready for occupancy by the end of 2012.

a) Please confirm whether the new building is complete and ready for occupancy.

b) If the new building is not complete, please provide a timeline for its completion.

c) Please provide a comparison of the square footage and cost per square feet
between the new building and existing facilities.

PUC Response

a) & b) Occupancy of the new building commenced on December 21, 2012 and continued in
stages until March 22, 2013 when it was fully occupied. The building landscaping and parking will
be completed in the spring of 2013.

¢) PUC has included the square footage for the old buildings and the new integrated building
below:

Facility Gross

Area (sf)
Murphy Centre (old) 47,800
Trbovich Centre (old) 42,920
Queen Street (old) 23,800
Subtotal 114,520
New Integrated 110,382
Building

The cost of the new building = $23,000,000

The historical cost of the old buildings is as follows:

Office building = $1,511,468 — original build 1951with an extension in 1981.
Trbovich Building - $1,216,806 — purchased in the late 1990's

Murphy Service Centre= $2,392,107 — Built in 1965

Board Staff — IR 2-Staff-14

Ref: Exh 1-1-13
Ref: Exh 2-2-7
Ref: Exh 3-3-2, Page 5

At Exh 1-1-13, PUC states that PUC Services Inc. performs services for water and
wastewater treatment for the city (shareholder).
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a) At Exh 3-3-2, PUC states the increased revenue to account 4210 is due to PUC
charging PUC Services Inc. for use of the new facility. Please confirm that PUC
Services Inc. will be using both office and operational assets.

b) What revenues does PUC receive for the use of its building, equipment and
systems, from PUC Services Inc. for work done on other than electricity
distribution?

c) Please match any revenues identified in (b) with the accounts listed in table 3-25,
Summary of Other Distribution Revenue.

d) How the rates are charged to PUC Services Inc. determined, and do they reflect a
market-based rate of return and associated taxes/PILs?

e) On page 25 of Exh 2-2-7, Board staff notes that the three existing locations that
PUC Distribution Inc. operates out of will be disposed.
I.  Please confirm when the disposition of the three existing locations will take
place.

II. If the disposition will take place in 2013, please confirm whether or not
Account 4355, Gain on Disposition of Property for the 2013 Test Year
should be updated for the disposals.

ll. If the answer is yes to part Il, please update account 4355.

IV If the answer is no to part Il, please explain why and provide an explanation
for how the proceeds of any sales will be treated.

PUC Response

a) PUC confirms that PUC Services Inc. will be using both office and operational
assets.

b) PUC Distribution receives revenue from PUC Services for use of its building. In the 2013
test year PUC included $1,317,274 in revenue for the use of its building.

¢) The amount PUC receives for the use of its building, equipment and systems, from PUC
Services Inc. is in Table 3-25 account 4210 — Rent from electric property.

d) PUC Distribution charges PUC Services for the use of the building based on an asset
charge (depreciation) and cost of capital charge.

- The charge for the building from PUC Distribution to PUC Services plus operating
expenses are allocated to the affiliates (including PUC Distribution) for a share of the
total costs.

- The cost of capital charge is based on the capital parameters as published by the
OEB - value of the building at the regulated capital %.

- The asset charge is based on a useful life of 50 years.
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- This is the same method used in prior years to determine the revenue that was
received by PUC Services when it owned the buildings.

- The intent in the past and moving forward is for the transaction to be at cost and the
shared use be a benefit to all Sault Ste. Marie ratepayers

e) i) Two of the existing buildings are owned by PUC Services and one of the existing
buildings (office building) is owned by the water commission. The Queen Street office
building sale is expected to close on June 30, 2013. The other two buildings are
currently for sale.

ii) The disposition is expected to take place in 2013. Since the properties are owned by
PUC Services, there will be no gain on disposal of property recorded in account 4355.

ii) Not applicable

iv) The buildings are owned by PUC Services. Therefore, the proceeds will not be
recorded in PUC Distribution.

VECC - IR 2-VECC-10

Reference: Exhibit 2, Tab 2, Schedule 7 — New Building.

a) Please provide an inventory of all PUC vehicles, age and net book value?
b) What was the cost of the 2007 Trbovich building renovation?

C) At page 24 of the evidence it states that Shareholder resolutions were passed September
8, 2003 and September 27 2010. Please confirm the dates of these resolutions (i.e. 7
years apart).

d) What is the current status of the sale of the old property? How many building lots are for
sale? What was the basis for an estimated $4.75 million sale value for these buildings.

e) Please explain what items were added to the building to bring it up to
LEEDSs standards?

f) Aside from garage space what was the square footage of the combined old buildings
and what is the square footage of the new building.

g) Please provide the study which was used in support of the proposal to build a new building
and the presentation that was provided to PUC’s Board of Directors for approval.

h) Please provide photographs of the exterior of each of the old buildings and the new
building.

PUC Response

a) PUC Distribution does not own any vehicles. All vehicles are owned by PUC Services.

b) The cost of the Trbovich building renovation was $263,336.
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¢) PUC confirms the dates noted for the two resolutions are correct.

d) PUC Services has 3 properties that are currently for sale. The basis of the estimated $4.75
million value of the 3 properties was determined from current market appraisals completed in
2010 and 2011.

e) LEEDs items included in the building construction or design as follows:
e zoning minimums to reduce asphalt surface areas and encourage alternate
transportation
o Preferred parking for carpools is being provided
e An EnergyStar, high emissivity roof is being used on the entire roof to mitigate heat
island effect
o Exterior lighting has been designed to minimize light pollution and contain light on
site.
e Native landscaping has been used to eliminate the requirement for irrigation, thus
reducing water use.
¢ High efficiency water fixtures have been specified to reduce water consumption by
more than 20%.
¢ The building is employing Best Practice Commissioning to ensure that it is functioning
as designed.
¢ HVAC & Refrigeration are CFC-free; Fire suppression equipment is free of halons
¢ The building is designed to perform 45% better than the MNECB model building in
terms of energy costs through the use of high efficiency systems and an effective
building envelope.
75% of construction waste is being diverted from landfill
22% of materials used in the building are recycled materials
30% of materials used in the building are extracted and manufactured locally.
92% of the wood used in the building is FSC Certified
The building is compliant with Sections 4, 5, 6, and 7 of ASHRAE 62-2001 for Indoor
Air Quality Performance
The building features carbon dioxide monitoring
e Air quality measures are being monitored during construction to protect HYAC system
contamination; absorptive materials are being protected from moisture / mold risk
¢ All adhesives and sealants conform to SCAQMD Rule #1168, October 2003, for VOC
Limits.
e VOC emissions from paints conform to limits of Green Seal’s Standard GS-11,
January 1997 requirements.
e All carpets comply with the VOC limits of the Carpet and Rug Institute’s Green Label
Indoor Air Quality Test Program.
e All composite wood products used in the building contain no added urea-
formaldehyde resins
e The following Indoor Pollutant Control Measures have been employed:
o0 Permanent entryway systems (grilles) to capture dirt, particulates, etc. are
provided at all high volume entryways.
0 Chemical use areas and copy rooms have been physically separated with
deck-to-deck partitions and self-closing doors; and independent exhaust
ventilation has been installed.
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¢ Controls for heating, lighting, and ventilation have been provided such that they can
be controlled by individual employees for comfort

e 75% of regularly occupied spaces in the building employ day lighting strategies

o 90% of regularly occupied spaces provide exterior views for employees

o Mercury-Free lamps are being used in all fluorescent luminaires
f) See response to Board Staff — IR 2-Staff-13, part (c) above for square footage comparison.
g) See Appendix M — New Building Reports and Shareholder Resolutions.
h) PUC has provided pictures of the buildings below:

Queen Street Office Building
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Murphy Building Service Centre
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New Integrated Administration/Service Centre Building
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Energy Probe — IR 2-EP-8

Ref:

a)

b)

Exhibit 2, Tab 2, Schedule 7

Please reconcile the addition of $23 million shown in account 1808 in Tables 2-13 and 2-
15 with the cost of $23.5 million shown in the table on page 25.

Please show where in the continuity schedules for 2012 or 2013 the sales of the three
buildings noted on page 25 have been reflected?

Please disaggregate the proceeds from the sale of three buildings of $4,750,000 between
each of the buildings and, if applicable, the land those buildings are on. For each building
and for each related land, please show the net book value at the time the building/land is
sold.

What is the timing of the sale of the buildings/land? Have they already been sold by the
end of 20127 If not, are they expected to be sold in 20137

How has PUC treated the proceeds of $4,750,000?
Please provide a table that shows each of the ongoing costs used in the present value

calculations shown in the table on page 25 that results in the figures of $13,224,766 and
$15,853,127 (i.e. 25 years at 6%).



9)

h)

PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 104 of 247

Do the figures requested in part (f) above reflect the productivity improvements discussed
in the need for the new integrated facility? If no, please quantify the cost reductions
associated with the productivity improvements discussed at pages 16-25.

If not separately shown as part of the response to part (f), please show the expected
annual cost of the new facility for property tax and the reduction in property tax as a result
of the sale of the three buildings/land parcels.

Does PUC Distribution own each of these three buildings? If not, please indicate who
owns each of the buildings and provide the rent paid by PUC Distribution for each
building for each of 2009 through 2012.

PUC Response

a)

b)

c)

d)

f)

The $23.5 million shown in Exhibit 2 on page 25 includes $500,000 for office furniture and
equipment that is owned by PUC Services.

The 3 existing buildings are owned by PUC Services and the Water Commission;
therefore, the sale of the buildings is not reflected in the continuity schedules.

The buildings are owned by PUC Services and the Water Commission. At this time the
buildings are still for sale.

The buildings are currently for sale.

The 2 service centre buildings are owned by PUC Services and the office building is
owned by the Water Commission.

PUC has provided a table below that shows each of the ongoing costs used in the
present value calculations shown in the table on page 25 that results in the figures of
$13,224,766 and $15,853,127 (i.e. 25 years at 6%).
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Service Centre Renovations - Cost Comparisons

Present Value (PV) is basedon 6% rate of interest

Integrated Keep Three
over 25 years New Facility Facilities
Cost Items Today
Estimated Cost of Building including Architect fees, fumnishings, moving, contingencies and misc. (GST excluded) $ 23,500,000 § 13,838,095
Arch and Eng Fees Quantity Survey $ 1,173,078
Survey and Legal $ 50,000
Clean up contaminated soils for reno g 25,000
Stares shelving for relocated stores area to north of bldg $ 75,000
Cranes and hoists for Repair Garage and Transformer shop § 200,000
Appliances for Lunch Room and Furnishings for Renov Murphy $ 175,000
Renovations to Queen Street Bldg (see summary tab) § 728,000
Renovations to Trbovich Bldg (see summary tab) $ 238,500
Construction for temp offices at Trbovich g 250,000
Temporary move to Trbovich Cenfre $ 75,000
Telephone setup costs at Trbovich $ 60,000
Cost to construct roadway to Industrial Park Cres. $ 150,000
Lost productivity due to temporary setup 2630 person days 05 hriday $ 28 perhrwith 1390h § 50,940 for one year (total 1.5 yrs) § 76410
Section Sub-Totals § 23,500,000 § 17,114,083
Less Proceeds from sale of Queen St (June 2010 appraisal) $ 1,500,000
Less Proceeds from sale of Trbovich Centre (Sept 2011 apraisal) 3 1,750,000
Less Proceeds from sale of Murphy Centre (June 2010 apraisal) 3 1,500,000
Plus Cost of Gold LEEDS for New Build (not in renovations) 3 1,300,000
Plus Cost spent to-date (Architectural, Engineering, and Staff Time) $ 1,438,213
Overall Totals § 15,750,000 $  19,852.286
Present Value of Ongoing or Future Costs or Savings
ESA CSS Fees 5 3,500 per building savings 3 (7,000) annually 3 (89,483)
PV of WAN Savings - Queen Stto S/IC S 1,275 per month savings 3 (15,300} annually 3 (195,585)
PV of savings in utility costs of New Bldg $  (108,000) annually $ (1,380,602)
PV of cost for mail run 263 daysfyr 3 hrday  $ 29 perhrwith 1390ch § 31,805 annually $ 406,569
PV of cost for staff shuttle (excludes Engineering) 3 70,004 annually 3 694 880
PV of property taxes for new facility § 21,922,308 d value - current tax rate 0.0451488 $ 989,767 annually §$ 12652539
PV of property taxes for renovated Murphy $ 15,061,173 d value - current tax rate 0.0451488 $ 679,994 annually § 8692610
PV of property taxes for renovated Trbovich 2010 actual § 61,270 annually § 783,233
PV of property taxes for renovated Queen St 2010 actual $ 80,974 annually $ 1,035,116
PV of O&M costs for New Integrated Facilithy (based on proration of footage compared to Quuen St.) § 175,063 annually §  22378%
Janitor
Utilities - Electric & W ater
Utilities - Gas
Insurance § 23,105
Property Taxes
Misc - LabouriMatVeh/AP § 151,958
Total Annual Operating Costs § 175,063
PV of O&M costs for Queen St (based on average of 2008, 9 & 10 actuals) $ 56,179 _annually $ 718,157
Janitor § 22,160
Utilities - Electric & Water $ 61,406
Utilities - Gas 5 -
Insurance § 3226 % 3,226
Property Taxes $ 80974
Misc - Labour/MatVeh/AP § 52,953 § 105,905
Total Annual Operating Costs § 56,179
PV of O&M costs for Murphy Bldg (based on average of 2008, 9 & 10 actuals) § 255776 annually § 3265673
Janitor $ 21,385
Utilities - Electric & Water $ 93,151
Utilities - Gas 3 -
Insurance § 4612 § 4,812
Property Taxes $ 108,077
Misc - Labour/MatVeh/AP § 250,964 § 501,929
Total Annual Operating Costs § 255776
PV of O&M costs for Trbovich Bldg (based on average of 2008, 9 & 10 actuals) $ 4,137 annually § 52,689
Janitor $ 12,741
Utilities - Electric & Water $ 30,225
Utilities - Gas g 18,465
Insurance § 4137 § 4,137
Property Taxes $ 61,270
Misc - Labour/MatVeh/AP $ - Included in the Murphy allowance
Total Annual Operating Costs & 4,137
Section Sub-Total_§ 13,224 766 § 15,853,127
Total Presant Value of All Costs § 31,974 766 § 35705423
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g) The resent value analysis noted in (f) above includes those productivity gains indicated in
the analysis.

h) The estimated new property taxes are $804,002 and the taxes on the three old building
was $246,237.

i) The old office building is owned by the Public Utilities Commission and the two service
buildings are owned by PUC Services Inc.

PUC Distribution’s share of building costs:

2009 2010 2011 2012 bridge 2012
Preliminary
$328,868.52 $312,555.20 $343,458.34 $440,250.7 $643,191

SEC - IR 2-SEC-16
[2/2/7, p. 16 et. seq.]
With respect to the new building:

a. Please provide detailed schematics of the original three buildings, including square footage
and floor plans.

b. Please provide details of the ownership and use of the original three buildings, as well as
the original cost, the depreciated values and undepreciated capital cost for tax purposes.
Please provide details of the sales or planned sales of those buildings and/or land, and
explain how the proceeds will be accounted for relative to the Applicant.

c. Please provide details of the numbers of employees that will be using the new building, by
category, including the number with offices or workstations. Please advise how many of
those employees (on an FTE basis) will be working for the distribution company, and how
many for each of the other affiliated business activities. Please provide details of the
financial arrangements between the Applicant and the other entities in the affiliated group,
including the City, with respect to the use of the building. Please provide all calculations, and
reconcile the result to Ex. 3/3/1. Please confirm that the Applicant proposes to calculate
depreciation, cost of debt, ROE, and PILs relative to the full value of the building and
contents, and include the total in rates.

d. Please provide a detailed schematic of the new building, including square footage and floor
plan.

e. Please provide any business case, economic analysis, planning document, report, memo,
presentation, or other document prepared by the Applicant in the course making the
decision to proceed with the new building.

f. Please provide all reports, memaos or presentations provided to the Board of Directors, or
the City, dealing with the decision to proceed with the new building. If any such documents
were prepared by or on behalf of the holding company or the City, please provide those
documents as well.
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g. Please provide a detailed breakdown of all additional capital costs associated with the
contents of the building, including furniture, equipment, interior improvements, etc.

h. P. 16. Please provide a copy of the tender call.

i. P. 17. Please provide any reports available dealing with the “lost time accidents due to
strains resulting from awkward working positions”.

j. P. 18. Please identify where in the Application the savings from inspections and servicing
are included, and the amounts of those savings. Please provide a cost comparison between
contracting out vs. in-house, including additional hires and additional equipment to be
purchased, if any.

k. P. 19. Please provide any reports available dealing with the “high level of exhaust fumes in
the parking garage”.

I. P. 22. Please advise the cost of the 2007 renovations to the Trbovich Building. Please
confirm that those costs are now fully depreciated.

m.P. 22. Please provide the basis for the estimate of five more engineering staff in the next five
years.

n. P. 23. Please provide the full present value analysis of all options considered. Please
include, for example, all of the assumed renovations to the existing buildings over 20 years.

0. P. 25. Please advise where savings in operating costs from the new building are included in
the evaluation.

PUC Response

a) PUC has included with the interrogatory responses the detailed schematics for the original 3
buildings filed as PUC Distribution_ IRR_Trbovich Bldg floor plans_20130404.pdf; PUC
Distribution_IRR_Murphy Building floor plans_20130404.pdf; and PUC Distribution_IRR_Queen
Street Bldg floor plans_20130404.pdf

b) The three buildings are currently for sale. The proceeds from the sale of the office building
owned by the Water Commission will be retained by the Commission. The proceeds from the
sale of the service centres by PUC Services will be transferred to PUC Distribution towards the
cost of the new building through PUC Inc.

Building | Use Ownership Cost NBV uccC
765 Queen St. Office building | Water $1,511,468 $667,556 n/a (assets are not
Commission depreciated for tax in
water tax return)
Trbovich Centre | Engineering, PUC $1,216,806 $867,671 Not recorded
vehicles, stores | Services separately in class 1
for UCC
Murphy Centre Operations, PUC $2,392,107 $1,605,060 | Not recorded
vehicles, stores | Services separately in class 1
for UCC
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¢) PUC has provided below the details of the number of employees that will be using the new
building by category and with offices or workstations. The FTE for PUC Distribution is 86.81
employees.
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- - - 4 - | Dept ¥
Bullock, Laura Payrall Clerk Financial Services ¥ .48 y Accounting
Burella, Lorna Cost Clerk Financial Services ¥ .45 y Accounting
Fera, Christine General Ledger Clerk Financial Services ¥ .48 y Accounting
Punch, Stacey Accounts Payable Clerk Financial Services ¥ (.45 y Accounting
Wilson, Andree Accounting Clerk Financial Services ¥ .48 y Accounting
Gillzon, Tricia Data Input Clerk Billing ¥ 0.56 y Billing
Huopalainen, Sr Biling & Processing Clerk Billing ¥ .25 y Billing
Moises, Cathie Data Input Clerk Billing ¥ .56 y Billing
Paradis, Lori Data Input Clerk Billing ¥ 0.56 y Billing
Robert, Jennifer Supervizor Billing ¥ 056y Billing
Rout, Joanne Data Input Clerk Billing ¥ 0.56 y Billing
Suurna, Brooke Conzervation & Demand WManagemen| Customer Services ¥ 1|y COM
Ager, Shirley Cazhier Financial Services ¥ .56 y Collections
Balgue, Marisa Collection Clerk Financial Services ¥ 0.56 y Collectionz
Brown, Peggy Senior Collections Clerk Financial Services ¥ .56 y Collsctions
Cotgreave, Kim Cazhier Financial Services ¥ 0.56 y Collectionz
Greco, Jennifer Collection Clerk Financial Services ¥ .25 y Colectionz
Bell, Kevin Manager Engineering ¥ 068y Customer Service
Biasucci, Raija Customer Services Clerk Customer Services ¥ 0.56 y Customer Service
Boston, Nicki Customer Services Clerk Customer Services ¥ .56 y Customer Service
Cesco, John Manager Customer Services ¥ 0.56|y Customer Service
Clark, Mercedes Field Services Reprezentative Marketing ¥ .25 y Customer Service
Desjarding, Sherri | Field Services Administration Rep | Marketing ¥ .56 y Customer Service
Fleury, Scott Customer Services Clerk Customer Services ¥ 0.56 y Customer Service
Giunti, Sherri Customer Services Clerk Customer Services ¥ .56 y Customer Service
Greco, Tina Supervisor Customer Services ¥ 0.56|y Customer Service
Johnson, Randy Manager Marketing ¥ .45y Customer Service
Matheson, Toni- Cuztomer Services Clerk Customer Services ¥ .56 y Customer Service
Odber, Lenore Sr Clerk Cazh/Collection Financial Services ¥ 0.56 y Customer Service
Robinzon, Meagan | Customer Services Support Clerk | Customer Services ¥ .56 y Customer Service
Spadafora, Aldo Customer Services Clerk Customer Services ¥ 0.56 y Customer Service
Vallee, Brad Field Services Reprezentative Marketing ¥ .25 y Customer Service
Bell, Dave Electric System Operator [form SCAQ Stations ¥ 1 y Electric Syatem Op
Johnston, Phil Electric System Operator [form SCAQD Stations ¥ 1 y Electric System Op
Favaro, Vic Engineering Technician Engineering ¥ 0 y Engineering
Fischer, Jo-Anne Office Azziztant Engineering ¥ .48 y Engineering
Forde-Wiatling, Protection & Control Engineer Enginsering ¥ 1|y Enginsering
Grigg, Mathew Engineering Technician Engineering ¥ 05 y Engineering
Hallett, Andrew Distribution Engineer, Water Engingering ¥ Oy Engineering
Harten, Rob Manager, Engineering Engineering ¥ 066y Engineering
Lapierre, Jules Engineering Technician Engineering ¥ 08 y Engineering
Orr, Michael Enginsering Technician Enginsering ¥ 0.5 y Enginsering
Planting, Patrick Engineering Technician Engineering ¥ 0 y Engineering
Romani, Matthew | Engingering Technician Engingering ¥ 0.9 y Engineering
Seabrook, Darren | Distribution Engineer, Electric Engineering ¥ 1y Engineering
Seabrook, Travis Engineering Technician Engineering ¥ 08 y Engineering
Tevc, Joe GlS & Records Technician Enginsering ¥ .98 y Enginsering
To befilled (2013) | GIS & Records Technician Engineering ¥ 05 y Engineering
Tomas, Michael Engingering Technician Engingering ¥ 0.9 y Engineering
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Toteda, Joe Engineering Technician Engineering ¥ 0 y Engineering
Vuotilainen, Harry | Engineering Technician Engineering ¥ 05 y Engineering
Robinson, Jeff Engineering Technician Engineering ¥ 05 y Engineering
Whitfield, Keith G5 & Records Technician Engineering ¥ 0z y Engineering
Ahola, Samantha Environmental Operator Environmental Operations n Environmental Ops
Becker, Rudy Inztrumentation Maintenance Electrici| Environmental Operationz n Environmental Opg|
Boston, Robert Lead Hand Envircnmental Operator | Environmental Operationz n Environmental Opg|
Delfgou, Marcel Ingtrumentation Maintenance Electricil Environmental Operationz n Environmental Opg|
Dunne, Todd Environmental Operator Environmental Operations n Environmental Opg|
Gilmar, Robert Environmental Operator Environmental Operations n Environmental Opg|
Griffiths, John Manager Envirenmental Operations n Envirenmental Ops
Mallia, Angelo Maintenance Mechanic | Environmental Operations n Environmental Opz
Nicholas, Tami Environmental Operator Environmental Operations n Environmental Opz
Piazza, Steve Supervizor Environmental Operations n Environmental Opz
Reid, Bill Environmental Operator Environmental Operationz n Environmental Opg|
Roberts, Andrew Maintenance Mechanic | Environmental Operationz n Environmental Opg|
Scott, Cameron Lead Hand Maintenance Enviro Environmental Operationz n Environmental Opg|
Shushkewich, Lynn | Envirenmental Laboratery Technician| Envirenmental Operations n Environmental Opg|
Simon, Jason Maintenance Mechanic | Environmental Operations n Environmental Opg|
Beith, Jackie Supervigor Financial Services ¥ 048y Finance

Faught, Mark Manager Financial Services ¥ 0.48|y Finance

Greco, Terry Vice Prezident Financial Services ¥ 0.48|y Finance
MacIntyre, Debra Supervizor Financial Services ¥ 0.48|y Finance

See, Darrell Mechanic Fleet ¥ .49 Fleet

Trainor, Bob Lead Hand Fleet Maintenance Fleet ¥ 043y Fleet

Avery, Trina Executive Azziztant General Office ¥ 0.45 ¥ General

Guitard, Kim Dizpatcher Dizpatch ¥ 0.45 ¥ General

Parrella, Dominic President and Chief Executive Office| President & CEQ ¥ 0.38|y General

Kennis, Lorri Manager Human Resources ¥ 048y HR

Smith, Mary Lynn | Adminigtrative Azzigtant Human Resources ¥ 048y HR

Bostelaar, Andrew | Buziness Systems Analyat I and Telecommunication ¥ 0.48|y m

Coccimiglio, MNetwork Adminiztrator I and Telecommunication ¥ 0.48|y m

Lesnick, Michael Manager I and Telecommunication ¥ 0.48|y m

Barone, Frank Power Ling Technician Line Operations ¥ 0.8 Ling

Barrett, Greg Work Planner Line Operations Line Operations ¥ 0.8 ¥ Ling

Boyle, Steve Lead Hand Power Line Technician | Line Operations ¥ 0.8 ¥ Ling

Brown, Ben Power Ling Technician Ling Operations ¥ 0.8 Ling

Bursche, Peter Forester Ling Qperations ¥ 0.9 y Ling

Cannard, Alan Supervigor Ling Qperations ¥ 08|y Ling

Cole, Jeffrey Power Line Technician Line Operationz ¥ 0.8 Line

Deschamps, Curtis | Power Ling Technician Line Operations ¥ 08 Line

Filion, Gary Manager Line Operations ¥ 08y Line

Foster, Steve Power Line Technician Line Operations ¥ 08 Line

Giciuk, Mike Power Ling Technician Line Operations ¥ 0.8 Ling

Gillson, Jefirey Power Ling Technician Line Operations ¥ 0.8 Ling

Gjos, Dave Lead Hand Power Line Technician | Line Operations ¥ 0.8 ¥ Ling

Healey, Derek Power Ling Technician Ling Qperations ¥ 0.8 Ling

Jakibchuk, Matthew | Power Ling Technician Ling Qperations ¥ 0.8 Ling

Jarrell, Matthew Power Ling Technician Ling Qperations ¥ 0.8 Ling

Kirby, Andrew Power Line Technician Line Operations ¥ 08 Line
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Mah, Cecil Power Line Technician Line Operations ¥ 0.8 Line

McLeod, Rocky Lead Hand Power Line Technician | Line Operations ¥ 0.8 ¥ Line

Miller, Jason Power Line Technician Line Operations ¥ 0.8 Line

Miller, Joe Lead Hand Power Line Technician | Line Operations ¥ 0.8 ¥ Line

Palahnuk, Robb Power Line Technician Line Operations ¥ 0.8 ¥ Line

Palahnuk, Ryan Work Planner Line Operations Line Operations ¥ 0.8 Line

Palaro, Mike Lead Hand Power Line Technician | Line Operations ¥ 0.8 ¥ Line

Priddle, Jeff Power Line Technician Line Operations ¥ 0.8 Line

Secondi, Jordan Power Line Technician Line Operations ¥ 0.8 Line

Thompson, Kevin Power Line Technician Line Operations ¥ 0.8 Line

Valotaire, Raymond | Power Line Technician Line Operations ¥ 0.8 Line
Vanderheyden, Lead Hand Power Line Technician | Line Operations ¥ 0.8 Line

Watson, Robert Power Line Technician Line Operations ¥ 0.8 Line

Zeppa, Terry Supervizor Line Operations ¥ 08|y Ling

Zimmer, Greg Power Ling Technician Line Operations ¥ 0.8 ¥ Ling

Coop students Power Ling Technician Line Operations ¥ 0.67 Ling

Ballstadt, Nancy Mailroom Perzon Billing ¥ 0.45 ¥ Mailroom Services
Mitchell, Judy Mailroom Perzon Billing ¥ 0.45 ¥ Mailroom Services
Bumbacco, James | Meter Service Perzon Metering ¥ 0.45 ¥ Meter

Fawcett, Bruce Meter Service Person Metering ¥ 0 ¥ Meter

Logan, Mike Meter Service Person Metering ¥ 0.45 ¥ Meter

Morin, Kim Meter Service Person Metering ¥ 023 ¥ Meter

Strachan, Chris Weter Technician Metering ¥ 0.88 ¥ Meter

Thibault, Gene Lead Hand Metering Metering ¥ 0.53 ¥ Meter

To be filled (2013) Smart Systems Analystz Metering ¥ 1 ¥ Weter

Trainor, Andrew Weter Technician Metering ¥ 082 ¥ Weter

Stefano, Claudic Vice Prezident Cuztomer Services ¥ 045|y Operationz
Temp Vacancy (to

filled April 2013) Office Azziztant Operationz ¥ 045|y Operationz
Cotgreave, Harold | Maintenance Perzon Safety & Environment ¥ 0.45 ¥ Plant and Maint
Gillies, Jack Maintenance Perzon Safety & Environment ¥ 0.45 ¥ Plant and Maint
Langevin, Tony Technical Support Electrician Safety & Environment ¥ 0.45 ¥ Plant and Maint
Walker, Matthew Maintenance Perzon Safety & Environment ¥ 0.45 ¥ Plant and Maint
Summer students | Summer studentz Safety & Environment ¥ 12 Plant and Maint
Burry, Kim lzzuing & Receiving Clerk Purchazing ¥ 0.7 ¥ Purchazing/Stores
Flood, Noella Purchazing Agent Purchazing ¥ 0.7y Purchazing/Stores
McAulay, Amanda | Office Azziztant Purchasing ¥ 07|y Purchazing/Stores
Palaro, Chelsea lzzuing & Receiving Clerk Financial Services ¥ 0.55 ¥ Purchazing/Stores
Uchmanowicz, Ratez & Regulatory Affairz Officer | Financial Services ¥ 1y Requlatory Affairz
Thomlinson, Ron Supervizor Safety & Environment ¥ 0.45|y Safety & Environme
Tourigny, Albert Manager Safety & Environment ¥ 0.45|y Safety & Environme
Peltonen, Timo Subsztation Electrician Stations ¥ 1 ¥ Station Elect
Perrin, Gordon Subsztation Electrician Stations ¥ 1 ¥ Station Elect
Pettenuzzo, Ed Lead Hand Stations Stations ¥ 1 ¥ Station Elect
Simms, Joseph Subsztation Electrician Stations ¥ 1 ¥ Station Elect
Vilaca, David Subsztation Electrician Stations ¥ 1 ¥ Station Elect
Genua, Joe Supervisor Stations, Metering & Flest ¥ 0.78|y Stations & Metering
Orr, Kevin Manager Stations, Metering & Flest ¥ 0.78|y Stations & Metering
Anich, Andy Pipefitter Water Distribution Operation Water Distribution ¥ 0 Water Distribution
Burkhart, Isaac Labourer WDO Water Distribution ¥ 0.2 Water Distribution
Byers, Aron Wacuum Truck Operator WDO Water Distribution ¥ 0.3 Water Distribution
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Cupido, Ken Machine Operator WDO ‘Water Digtribution ‘Water Digtribution
Dalseqg, Paul Manager Water Distribution Water Distribution
DiDonato, Don Supervizor ‘Water Distribution Water Distribution

Findlay, Bruce

Machine Operator WDO

‘Water Distribution

Water Distribution

Hanka, Hannu

Pipefitter Water Distribution Operatior] Water Distribution

Water Distribution

Jurich, William (Bill)

Truck Driver WDO

Water Distribution

Water Distribution

Linklater, Paul

Lead Hand Water Distribution Operat| Water Distribution

Water Distribution

MacLean, Rob

Lead Hand Water Distribution Operat| Water Distribution

Water Distribution

Pelletier, Ron

Labourer WDO

‘Water Distribution

0.2

Water Distribution

Pintaric, Michael

Truck Driver WDO

Water Distribution

Water Distribution

Quevillon, Rene

Pipefitter Water Digtribution Operatior] Water Digtribution

Water Digtribution

¥

¥

¥

¥

¥

¥

¥

¥

¥

¥

¥
Soloman, Steve Truck Driver WDO Water Distribution ¥ Water Distribution
Ushey, Larry Work Planner WDO ‘Water Digtribution ¥ ‘Water Digtribution
White, Randy Lead Hand Water Distribution Operat| Water Distribution ¥ Water Distribution
Witty, Jamie Machine Operator WDO ‘Water Distribution ¥ Water Distribution
Anderson, Kimberly | Plant Operator Water Treatment, Blind Ri n Water Treatment
Broad, Kristi Plant Operator Water Treatment n Water Treatment
Buckner, Carla Supervizor Water Treatment ¥ Water Treatment
Burtch, Brian Maintenance Mechanic |l Water Treatment n Water Treatment
Culp, Brad Plant Operator Water Treatment n 0.3 Water Treatment
Darou, Derek Plant Operator Water Treatment n 0.3 Water Treatment
Dewar, Sandra Plant Operator Water Treatment ¥ Water Treatment
Hubley, Karen Plant Operator Water Treatment ¥ Water Treatment
Irwin, Dave Lead Hand Plant Operator Water Treatment ¥ Water Treatment
Jakucinskas, Plant Operator Water Treatment ¥ 0.3 Water Treatment
Jensen, Rick Plant Operator Water Treatment, Blind Ri n Water Treatment
Legacy, Gerry Plant Operator Water Treatment ¥ Water Treatment
Lundrigan, Mike Supervizor Water Treatment n Water Treatment
Mathieu, Kristie Office Assistant Water Treatment ¥ Water Treatment
McLaughlin, David Plant Operator Water Treatment ¥ Water Treatment
Pero, Greg Plant Operator Water Treatment n Water Treatment
Post, Mat Ingtrumentation Technician Water Treatment n Water Treatment
Robertson, Gary Inztrumentation Technician Water Treatment ¥ Water Treatment
Smith, Dan Plant Operator Water Treatment n 0.3 Water Treatment
Sutton, Kelly Lead Hand Plant Operator Water Treatment n Water Treatment
Tessier, Kerri Office Assistant Water Treatment ¥ Water Treatment
Tonon, Dan Manager Water Treatment ¥ Water Treatment

Total Staff Count: |185

Total Staff Count at New Building

160

Revenue of $1,317,274.66 is included in the $1,664,914.66 in account 4210 (Ex. 3/3/1). The
remainder of the account is pole rental fees.

The revenue is based on a depreciation charge and cost of capital charge:

Cost of Capital

Building Cost

Per 2012 OEB Cost of Capital Parameters
Effective May 1,

2012

$23,500,000
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Rate Debt/Eq Return
2.08% 4.0% 0.08%
4.41% 56.0% 2.47%
9.12% 40.0% 3.65%
100.0% 6.20%
Tax Rate 26.50%
Cost of Capital 8.44%
8.44% Cost of Capital
S
23,500,000.00 NBV
S 1,982,568.71 cost of capital to be allocated

Depreciation

Charge

Building Cost $23,500,000
Useful life 50
Annual Depreciation Charge $470,000

Total to be charged to PUC Services

S
Cost of Capital 1,982,568.71
Depreciation
Charge $470,000
$2,452,569

Less PUC Distribution portion @ 46.29%
$2,452,569 — ($2,452,569 x 46.29%) = $1,317,275.66

Building operating expenses incurred by PUC Services are shared by PUC Distribution,
PUC Services and the Water Commission as detailed on Exhibit 4 Tab 2 Schedule 4,

page 4 of 10:+

PUC Water Utility PUC Services
Distribution
2012* 45.71% 37.88% 16.41%
2013** 46.29% 37.88% 15.83%

*as shown in rate application
** correction for 2013
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d) PUC has filed with the interrogatory responses a detailed schematic of the new building as
PUC Distribution_IRR_New Integrated Facility floor plans_20130404.pdf

e) Please refer to the report to Council included in the COS application as well as Appendix M for
Board and Shareholder resolutions and reports approving the new building.

f) Please refer to the report to Council included in the COS application as well as Appendix M for
Board and Shareholder resolutions and reports approving the new building.

g) Building and equipment included in tender
Truck lifts, dock lift, jib crane, storage racks, pallet racking, lockers, overhead bridge
crane, and $500,146
Furniture— purchased by PUC Services

h) PUC has included the tender call below:
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NEW FACILITY
for
PUC SERVICES INC.
500 SECOND LINE EAST
SAULT 5TE. MARIE, ONTARIO

General Contractor's sealed Tenders are fo be submifted lo

MGP ARCHITECTS « ENGINEER INC. 123 EAST STREET,

SAULT STE. MARIE, ONTARIO; eon or before,
3:00:00 P.M. THURSDAY, JULY 14, 2011,

Drawings and Specifications may be examined al the

Construction Assosiation Office in - Saull Ste. Marie, Sudbury

and Narth Bay.

General Coniractors may obtain Drawings and Specifications

from the office of the Consultant upon provision of a $250.00

deposit per set of Tender Documents, Drawings and Specifica-

liorss can be picked up on Thursday, June 23, 2011,

Deposits will be returned to the unsuccessiul Bidders provided

the Tender Documents are returnad to the Consultant's office

in unmarked and good condition within two weeks of tender

closing.

Each Tender is fo be submitted with 2 Bid Bond in the amount

of 10% of the identified bid price. The successful bidder will be

required to furnish a 50% Performance Bond and 2 50%

Material and Labour Payment Bond,

A mandatory pre-fender Site Review will be conducted

Wednesday, June 28, 2011 at 10:00 am. Contractors to mest at

the site.

The Owner reserves the right to reject any and all tenders and

the lowest will not necessarily be accepted,

dnig

5_;_95:!,5-)4:9-!4 .

i) PUC has included as part of the interrogatory responses reports dealing with accidents due to
strains from awkward working positions filed as Appendix E Injury-incident Report.
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j) No allowance for “in-house fleet repairs” was included in the new building cost evaluation.

k) Appendix J for ongoing problem related to vehicle fumes in the offices and service
garage identified by the Joint Health & Safety Committee (JHSC). This issue was
resolved at the JHSC level by acknowledgement that the issue would be corrected
through renovations to the Service Centre, which were expected to take place in the
very near future (i.e. at that time).

l) The cost of the Trbovich building renovation was $263,336 which is not fully depreciated.

m) The report to Council was prepared in September 2011. At that time the forecast for staffing
additions in Engineering were as follows:

e Engineering Technician, Electric - 3 positions
e Engineering Technician, Water - 1 position
e GIS/Records Technician - 1 position

n) Please refer to Energy Probe IR 2-EP-8 part (f).

0) Please refer to Energy Probe IR 2-EP-8 part (f).
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Exhibit 2 - Issue #9 - Green Energy Act Plan

Board Staff — IR 2-Staff-15

Ref: Exh 2-3-5, Page 5
Ref: Filing Requirements — Distribution System Plans — Filing Under Deemed Conditions of

Licence EB-2009-0397, May 17, 2012

PUC indicates that it does not meet the threshold for a detailed plan in that its expenditures do
not exceed 3% of the rate base.

a) Please provide the calculation for the threshold as required by Reference 1, section 2.3
based on planned capital costs related to connection facilities for renewable generation
or the development of a smart grid within the next year or five years and confirm that
PUC's planned capital costs do not exceed the threshold value for providing a detailed
GEA Plan, in either one year or over five years.

b) Reference 2, section 4.1.1 calls for a five year horizon for the Basic GEA Plan. PUC has
provided exhibit 2 on page 5 which provides FIT projects through 2011. Please provide
an update of this schedule and of information or discussion (as indicated in section
4.1.1) about the outlook for the five year period of the plan.

c) In accordance with Reference 1, section 4.1.1, please provide a summary of the Capital
and OM&A expenditures that PUC expects to incur.

d) In accordance with Reference 2, sec 4.2.1, page 14, 3rd bullet, please identify any
expenditures included in approved capital plans, funded through current rates (including
any funding adders), or tracked in deferral accounts. For example, at E2/T3/S5/page 10
line 2, PUC indicates it has already invested in certain initiatives.

e) In accordance with Reference 2, 4.2.2.2 page 16, first bullet, please indicate the method
and criteria that will be used to prioritize expenditures in accordance with the planned
development of the system if any updates are provided under parts b), ¢) and d) above.

f) Reference 2, section 4.4 indicates (p20) that “At the present time smart grid
development activities and expenditures should be limited to smart grid
demonstration projects, smart grid studies and planning exercises, and smart grid
employee education and training.” Please indicate if PUC considers that any the
defined smart grid activities, and if so, why?

PUC Response
a) There are no confirmed renewable energy generators seeking to connect to PUC'’s

distribution system in the near future (i.e. 2013). Furthermore, OPA has identified
there is no FIT-related capacity in the Sault Ste. Marie area due to transmission
constraints. Therefore it is unlikely there will be any demand for FIT projects to
connect to PUC’'s system in the foreseeable future. However, there are no
restrictions related to miroFIT applications, and PUC continues to connect microFIT
projects as they materialize.
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PUC does not propose to carry out any capital works over the 2012 - 2017 time
frame that are in response to any potential renewable energy project, FIT related or
otherwise.

b) An updated summary of FIT has been included as Appendix D -FIT Application
Summary. As noted in (a) above there are no FIT related projects on the horizon
that require expansion or upgrades to the system.

c) As noted in (a) above there are no FIT related projects on the horizon that require
expansion or upgrades to the system or OM&A expense.

d) Please note the opening sentence of the subject reference, as follows: “In order to
successfully implement the connection of large scale distributed generation projects
to its grid, PUC has already invested....”.

PUC points out that, while it is true that PUC has already made investments that will
facilitate additional renewables connections or facilitate smart grid development, all
of the work already done and identified by the consultant was either paid for by the
generators or done to address other issues not related to connection of generators
or development of a smart grid. Furthermore, all items identified by the consultant
as future work, are required to address infrastructure end-of-life issues.

e) PUC notes there are no extensions or upgrades to the system proposed within the
2012 — 2017 time frame required to connect additional renewable generators or to
advance development of a smart grid.

f) Please see response (e) above.

Board Staff — IR 2-Staff-16

Ref: Exh 2-3-5, Pages 8-9

a) On page 9 of the above reference, it shows that there are 4 preliminary inquiry
situations for which there is no feeder available. Please indicate how PUC would
accommodate these in the event these inquiries were to proceed.

b) On page 8 of the above reference, there is a reference at lines 11-14 to two
transformer stations with 60 MW solar power plants already connected. Please identify
which transformer stations these are.

PUC Response

a) As noted above in response to question “Board Staff — IR 2-Staff-15”, there are no
confirmed renewable energy generators seeking to connect to PUC’s distribution
system in the near future (i.e. 2013). Furthermore, OPA has identified there is no
FIT-related capacity in the Sault Ste. Marie area due to transmission constraints.
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Therefore it is unlikely there will be any demand for FIT projects to connect to PUC'’s
system in the foreseeable future. However, there are no restrictions related to
miroFIT applications, and PUC continues to connect microFIT projects as they
materialize.

PUC does not propose to carry out any capital works over the 2012 - 2017 time
frame that are in response to any potential renewable energy project, FIT related or
otherwise.

b) The two transformer stations noted are the St. Mary’s Transformer Station (TS1) and
the Tarentorous Transformer Station (TS2).

VECC- IR 2-Staff-13
Reference: Exhibit 2, Tab 3, Schedule 5, pg. 11.

a) The GEA plan notes that at part of the SCADA “will need to be replaced soon in view of
the high penetration rates of distributed generation.” What portion of the SCADA capital
costs in 2013 of $266,389 are being allocated to the benefit of the provincial
ratepayers?

PUC Response

a) The SCADA master station and alternate master station (hardware and software) are being
replaced due to the fact they are now over 13 years old and are at end of useful life. They are
being replaced to ensure security and reliability of the electricity supply to PUC Distribution
customers, and not to accommodate connection of renewable generators. Accordingly none of
the 2013 capital costs are allocated to provincial ratepayers.

VECC- IR 2-VECC-14

Reference: Exhibit 2, Tab 2, Schedule 5.

a) What are the capital and OM&A costs (separate) of the GEA plan for 2012 through
20177 What is the proposal for allocation of these costs to PUC and the provincial
ratepayers (IESO)?

PUC Response
a) As noted above in response to question “Board Staff — IR 2-Staff-15", there are no

confirmed renewable energy generators seeking to connect to PUC’s distribution
system in the near future (i.e. 2013). Furthermore, OPA has identified there is no
FIT-related capacity in the Sault Ste. Marie area due to transmission constraints.
Therefore it is unlikely there will be any demand for FIT projects to connect to PUC’s
system in the foreseeable future. However, there are no restrictions related to
miroFIT applications, and PUC continues to connect microFIT projects as they
materialize.
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PUC does not propose to carry out any capital works over the 2012 - 2017 time
frame that are in response to any potential renewable energy project, FIT related or
otherwise. As such, there are no GEA related Capital or OM&A costs proposed for
2012 through 2017.
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Exhibit 2 - Issue #10 - 2008 Board Approved Capital Projects vs. 2008 Actual

VECC - IR 2-VECC-3

Reference: Exhibit 2, Tab 1, Schedule 2, pg. 1

a) Table 2-1 shows that PUC underspent on Fixed Assets by approximately 820k
as compared to 2008 Board approved. Please provide a listing (and their
forecast cost) of the deferred or eliminated 2008 capital projects. If a project
was later completed please indicate when it went into service.

PUC Response

The 2008 Board approved capital expenditures was $4.9 million. PUC’s actual capital
spending in 2008 was $4,325,753. Therefore, the actual under spending in 2008 was
$574,247. In Table 2-1 - Summary of Rate Base the 2008 Actual amount is the average
between 2007 and 2008 gross fixed assets. This amount is used in the rate base
calculation and resulted in the 820K difference referenced above. PUC has provided
below a table identifying the 2008 Board Approved Capital Projects vs. the 2008 Actual
Capital projects.

In 2008 PUC’s actual demand for new services was higher than originally budgeted in
the 2008 test year. When demand for new service is higher than budgeted other capital
project are adjusted as required. If a project is on-going it is deferred to subsequent
years.



Easement purchases

Install underground new services

Replace wood poles

Extend 35 kV along 3rd line east

Intall new services to meet customer demand

Construct Misc. Lines and Switches

Replace Distribution Switches

Replace substation switchgear grounding

Convert 12 kV in sub 5 area north of wellington
street from Lake Street to Shannon Rd.

Replace URD primary cables

Refurbish padmounted switches

Purchase and install second transformer for
Sub 15 for load shifting

Improvements at Substation 18

Replace restricted wire

Mics. Distribution buildings - energy conservation

upgrades

Misc. transformer station equipment

Allow. for pending projects (miscellaneous)
Misc. distribustion equip.

Meter installations

Computer software

Adjustment as per Board Decision to approved
54.9 million in capital expensitures
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2008 Board Approved 2008 Actual
Capital Projects Capital Projects  Difference

10,000 1,071 {8,929)
260,811 602,805 341,994
700,929 396,043 {304,886)
439,020 {489,020)
760,698 1,137,668 376,970
163,007 772,751 609,744
54,336 (54,336)
54,336 (54,336)
737,866 337,521 {450,345)
282,545 (282,545)
54,336 (54,336)
163,007 (163,007)
210,046 210,046
108,671 {108,671)
10,867 2,684 (8,183)
347,748 408,458 60,710
217,342 300,357 83,015
717,851 3,829 (714,022)
217,668 152,520 (65,148)
21,734 (21,734)
(522,772) 522,772
4,900,000 4,325,753 (574,247)
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Exhibit 2 - Issue #11 - Starwood

VECC - IR 2-VECC-6

Reference: Exhibit 2, Tab 2, Schedule 6, pg. 5/ Schedule 7, pg. 10

a) Please explain why the extension to Starwood plant was built underground? What
was the incremental cost in comparison to above ground plant?

b) What, if any, amount of capital contribution was associated with this project?

PUC Response

a) & b) The capital contribution for the Starwood project was 100%. There were no incremental
capital costs to build the extension whether underground or above ground.
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Exhibit 2 - Issue #12 - Sub-station 10

VECC - IR 2-VECC-7

Reference: Exhibit 2, Tab 2, Schedule 3, pg. 15.

a) Please provide an update/status of the Reconstruction of Sub-station 10 including
any changes in the final costs and the expected in-service date.

PUC Response

Reconstruction of Sub 10 is in progress and is expected to be in service before end of 2013.
Revised estimated total cost is now $3.23 million.



Exhibit 2 - Issue #13 - Capital

VECC - IR 2-VECC-8

Reference:

Exhibit 2, Tab 2.
a) Please provide the total capital contributions for the years 2008 through 2013

in CGAAP format and for 2012 and 2013 in MIFRS format.

b) Please provide a table showing the capital expenditures in 2008 through 2013
(forecast) for new services and show the associated capital contributions
(again in CGAAP and MIFRS formats).

c) Please update the 2012 expenditures for year-end actuals (estimates if necessary).
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d) Please provide any updates to the 2013 capital budget forecast due to changes in

2012.

PUC Response

a) PUC has provided the table below for capital contributions from 2008 through 2013. PUC is

b)

requesting the application be approved by the Board under CGAAP with the change in
useful lives and capitalization policies in 2012 under CGAAP. The columns in the table
below labeled MIFRS (as originally filed) reflects the change in capitalization policies and
estimated useful lives. The CGAAP column (as originally filed) reflects no change in the
capitalization of overheads and estimated useful lives.

2008 2009 2010 2011 2012 2012 2013 2013
MIFRS CGAAP MIFRS CGAAP
Capital 698,303 | 465,665 | 1,400,823 | 5,648,830 | 973,429 | 1,064,496 | 965,395 | 1,054,144

Contributions

PUC has provided below an estimate of the associated capital contributions related to new

Contributions

services.
2008 2009 2010 2011 2012 2012 2013 2013
MIFRS CGAAP | MIFRS CGAAP
New 1,740,473 | 1,983,303 | 2,398,288 | 6,246311 | 2,656,516 | 2,905,041 | 2,049,861 | 2,238,305
f:i;vi't(;?s 646,274 | 340,197 | 1,247,991 | 4,914,817 | 876,086 | 958,856 | 868,856 | 948,730

C) The unaudited 2012 capital expenditures are $30,242,626. This amount includes contributed

capital of approximately $835,000.

d) PUC does not have any updates to the total amounts in the 2013 capital budget forecast

due to changes in 2012. The capital spending is projected to be at the same level in 2013
although individual projects amount may require adjustment based on the progress of on-
going projects in 2012.




PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 126 of 247

VECC - IR 2-VECC-9
Reference: Exhibit 2, Tab 2, Schedule 7

a)

Please modify Appendix 2-A to show 2012 and 2013 in CGAAP and to include the 2008
Board approved capital budget. Please update the life Excel spreadsheet for the same
information.

PUC Response

a) PUC has decided to stay on CGAAP and defer implementation of IFRS. Although not

electing to implement IFRS for reporting purposes, PUC will adopt the extended useful
lives and overhead capitalization components of IAS 16 in 2012 as originally filed in the
application for the bridge and test year under MIFRS.

The only changes PUC made to file under MIFRS for the bridge and test year were the
change in asset useful lives, capitalization of overheads, and a 1575 deferred PP&E
account.

Since the changes in the estimated useful lives and capitalization of overheads can be
made under CGAAP, the only change PUC is proposing is the removal of the request for
a 1575 deferred PP&E account to have the application filed under CGAAP.

Therefore, Appendix 2-A would not be modified to for the bridge and test year to be under
CGAAP. The changes requested under MIFRS can be made under CGAAP.

Refer to VECC - IR 2-VECC-3, Exhibit 2 - Issue #10 - 2008 Board Approved Capital
Projects vs. 2008 Actual for the 2008 Board Approved Capital Projects.

VECC - IR 2-VECC-15

Reference: Exhibit 2, Tab 4, Schedule 1

a) Does PUC monthly or bi-monthly bill its customers?

PUC Response

a) PUC bills its customers monthly.

Energy Probe — IR 2-EP-10

Ref:

Exhibit 2, Tab 4, Schedule 1

a) Does PUC bill all rate classes on a monthly basis? If not, please indicate which rate

classes are billed monthly, bi monthly or some other frequency.
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b) Has PUC changed the billing frequency for any rate class since its 2008 cost of service
filing? If yes, please provide details.

PUC Response

a) PUC bills all rate classes on a monthly basis.

b) PUC has not changed the billing frequency for any rate classes since its 2008 cost of
service rate filing.

Energy Probe — IR 2-EP-7
Ref:  Exhibit 2, Tab 2, Schedule 7

a. Please provide an updated Appendix 2-A Capital Projects Table that reflects actual
capital expenditures placed into service by the end of 2012. Please provide the 2012 column
based on CGAAP and not MIFRS. If actual data is not yet available for all of 2012, please
use the most recent actual data available, along with an estimate of what was closed to rate
base by the end of 2012.

b. Please confirm that the new service centre was completed and being used by the end of
2012.

PUC Response

a. At this time PUC does not have the 2012 actual capital expenditures available by capital
projects as shown in Appendix 2-A.

b. Occupancy of the new building commenced on December 21, 2012 and continued in
stages until March 22, 2013 when it was fully occupied. The building landscaping and
parking will be completed in the spring of 2013.
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Exhibit 2 - Issue #14 - Asset Management Plan

VECC - IR 2-VECC-11

Reference: Exhibit 2, Tab 3, Schedule 1- Asset Management Plan pg. 75-
78.

a) There appears to be considerable differences as between the capital budget for
2013 and the suggested investments shown in section 5 of the Asset
Management Plan. Please reconcile the two and explain why PUC is proposing
to under or over spend (as the case may be) from what is suggested in the Asset
Plan.

b) Please provide PUC’s Asset Management Plan capital expenditure forecast for
2014 through 2017.

PUC Response

a) The Asset Management Plan (AMP) identifies Capex for distribution system renewal only.
Proposed Capex for 2013 from Table 2-19 “2007 to 2013 Test Year Capital Projects”
related to infrastructure renewal only is $7.011 million. Table 5.6 of the AMP indicates a
target Capex of $7.896 million. PUC is working to grow the Capex for system renewal up
to the levels indicated in the Asset Management Plan.

b) Refer to Table 5.6 of the AMP indicated below. System renewal Capex for 2017 is
forecasted at approximately $8.2 million.

2013 2014 2015 2016
Overhead Distribution System $§ 2,033,250 % 2033250015 1823250 (% 1631250
Underground Distribution System 3 1,849.500 | % 2319500 |5 2599500 | F 2569500
Distribution Transformers 3 383.000 | % 383,000 | 5 496000 | § 571,000
Substations Rebuilds 3 1,975,000 | % 1725000 |5 1725000 | % 1,725000
Voltage Conversion Program 3 1,655,000 [ 8 1655000 )| % 1655000 (% 1655000
Total Capital Expenditure on Fixed Assel Sustainment 5 7.H895750 | §  B115750 )| § B.298750 [ § 8151750

Exhibit 5-6: Ovwerall Capital Invesiment Required for Fixed Asset Sustaimment

Energy Probe — IR 2-EP-9

Ref:  Exhibit 2, Tab 3, Schedule 1

a) Has any adjustment been made to the figures in Exhibits 15 and/or 16 to take into account
OPA mandated CDM programs and/or the kwh and kW targets set for PUC by the OEB? If not,
why not? If yes, please show the forecasts from the regression equation and these subsequent
reductions separately.

PUC Response

a) Exhibit 15 and 16 of the Asset Management Plan forecasts the kWh and kW based on
historical usage. The purpose of the forecast is to determine if the peak demand or electric
energy consumption during any month over the next four years is expected to exceed historical
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amounts. This was used to determine if capacity upgrades are required as part of the asset

management plan. The forecast and regression analysis in the Asset Management Plan was not
used as part of rate design.

PUC included a detailed forecast of kWh and kWs taking into consideration the impact of CDM

programs in Exhibit 3, Tab 2, Schedule 1. The forecast in Exhibit 3 is used in the application and
rate design.
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Exhibit 2 - Issue #15 - Continuity Statements

Energy Probe — IR 2-EP-5

Ref:

a)

b)

Exhibit 2, Tab 2, Schedule 4

Please confirm that the approved revenue requirement from the 2008 cost of service
application included depreciation expense calculated using the half year rule for additions
in the year. If this cannot be confirmed, please explain how the depreciation expense
was calculated.

Is PUC concerned that it will have to produce two sets of continuity statements on a going
forward basis because of the difference between the depreciation methodology used for
regulatory purposes (half-year) versus financial account (full year)?

What would be the impact on the revenue requirement in 2013 if PUC used the full year
methodology for 2013? Please show the estimated impacts form the change in the
depreciation expense, the change in PILs and the change in rate base.

PUC Response

a)

b)

PUC confirms the approved revenue requirement from the 2008 cost of service rate
application included depreciation expense using the half year rule.

PUC is not concerned with accounting for depreciation methodology used for regulatory
purposes vs. financial accounting.

As per the OEB guidelines, LDCs are required to use the half-year rule when accounting
for amortization expense. PUC has not calculated or prepared the continuity schedules,
revenue requirement, depreciation expense and PILs using the full year methodology and
does not have the information readily available.

Energy Probe — IR 2-EP-6

Ref:
a)

b)

Exhibit 2, Tab 2, Schedule 4

Please provide revised Tables 2-13 and 2-15 that reflect actual data for 2012. If actual
capital expenditures for all of 2012 are not yet available, please update the tables to
reflect the most recent actual data available, along with the current estimate for the
remaining months in 2012.

Please confirm that given the transition to MIFRS will not take place until 2014, that the
2013 test year rate base should reflect the average of the closing balance in 2012 under
CGAAP (Table 2-13) and a revised version of Table 2-16 which reflects 2013 data based
on the proposed capitalization and deprecation changes.

Please provide a revised Table 2-16 that shows the opening balance as being from Table
2-13 for 2012 under CGAAP.
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d) Please show where smart meters have been added into the net book value in the
continuity schedules.

e) Please show where stranded meters have been removed from the net book value in the
continuity schedules.

PUC Response

a) In the original application Table 2-13 is the Bridge year without the change in capitalized

overhead and estimated useful lives. Table 2-15 is the Bridge year with the change in
estimated useful lives and capitalization of overhead as originally filed under IFRS.
PUC has deferred implementation of IFRS and is requesting the Board to approve the
rate application under GGAAP with the change in estimated useful lives and capitalization
of overheads in 2012. PUC has provided a revised Table 2-15 with 2012 unaudited
actuals that reflect the change to useful lives and capitalization of overheads.
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Table 2-15 Revised with 2012 actual unaudited additions

Appendix 2.8 Cost Accumulated Depreciation
cca Opening Additions 112 Closing Net Book
Class | OEB Description Balance Additions | Disposals |Closing Balance|Opening Balance| yearrule | Disposals | Balance Value
N/A | 1805 | Land 89,159 8433 97,592 0 0 97,592
CEC | 1806 | Land Rights 436,562 436,562 0 0 436,562
47 | 1808 | Buildings and Fixtures 1,242 326 22916497 24,158,623 673,569 254,002 92751 23231292
13 | 1810 | Leasehold Improvements 0 0 0 0 0
47 | 1815 | Transformer Station Equipment - Normally Prim 8312486 44549 8,757,982 3,249,660 213,062 3462722 5,295,260
47 | 1820 | Distribution Station Equipment - Normally Primg 9490,317) 1167650 10,657,967 6,253,859 174,816 5,428,675 4229292
47 | 1825 | Storage Battery Equipment 19,241 19,24 44 1,786 6,027 13,214
47 | 1830 | Poles, Towers and Fixtures 1341349 1,464 846 14,878,337 2877014 262,349 3,150,363 11,718,974
47 | 1835 | Overhead Conductors and Devices 11,917,662 1,379,268 13,296,950 1407870 195,563 1603423 11683527
47 | 1840 | Underground Conduit 11,202,705 33,51 11,538,219 9,755,948 54,659 9,810,607 1727612
47 | 1845 | Underground Conductors and Devices 19,409,591 602,322 20,011,913 144,337 549 587 11,990,924 8,020,989
47 | 1850 | Line Transformers 15,659,949 973,995 16,633,944 7540451 668,600 8,229,251 8.404,693
47 | 1855 | Senices 3,623,556 452,553 4,076,109 303,293 93,263 396,556 3,679,553
47 ] 1860 | Meters 4.478,779 4478,779 2925198 161461 3,106,656 13712123
47 ] 1860 | Smart Meters 5,913 667 144 423 6,058,090 1,214 530 394,885 1609415 4448675
NIA | 1865 | Other Installations on Customer's Premises 0 0 0 0 0
N/A | 1905 | Land 0 0 0 0 0
CEC | 1906 | Land Rights 0 0 0 0 0
47 | 1908 | Buildings and Fixtures 0 0 0 0 0
13 | 1910 | Leasehold Improvements 0 0 0 0 0
8 | 1915 | Office Furniture and Equipment 0 0 0 0 0
10| 1320 | Computer Equipment - Hardware 13,578 13,578 5,611 7433 16,274 2.696)
10| 1920 | Computer Equipment - Hardware - Smart Meter 11,760 11,760 5232 233 7,563 4197
12| 1925 | Computer Software 36,397 46,466 4,663 36,368 2 38,397 46,466
12 | 1925 | Computer Software Smart Meters 492,267 492,267 256,817 98,104 34,921 137,346
10| 1930 | Transportation Equipment 0 0 0 0
8 | 1935 | Stores Equipment 0 0 0 0 0
8 | 1940 | Tools, Shop and Garage Equipment 0 0 0 0 {0)
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 0 0 0 0 0
8 | 1960 | Miscellaneous Equipment 0 0 0 0 0
47 | 1970 | Load Management Controls - Customer Premis 27832 (27.532) 0 TA18 1418 0 0
47 | 1975 | Load Management Controls - Utility Premises 0 0 0 0 0
47 | 1980 | System Supenisory Equipment 3,887 894 305,143 4,193,037 2572803 137,836 2710,639 1482,398
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 (6,887 258) (535,000) (7,722 259) [1.281741) (143,585) (1425.326)  (6,296,933)
2005 Property under Capital Lease 0 0 0 0 0
Total before Work in Process 103,193,960 29,407,625 (27.832) 132,573,173 49,254,705 3,186,312 1418 52433,659 80,140,114
WP Wark in Process 4,099,831 (4.099.831) 0 0 0 0
Total after Work in Process 107,293,811 25,307,194 (27,832) 132,573,173 49,254,705 3,186,312 1418 52433659 80,140,114
1925 | Transportation 0
1930 | Stores Equipment
3186372
b) PUC confirms it has decided to stay on CGAAP and defer implementation of IFRS.

Although not electing to implement IFRS for reporting purposes, PUC will adopt the
extended useful lives and overhead capitalization components of IAS 16 in 2012 as
originally filed in the application for the bridge and test year.

The only changes PUC made to file under MIFRS for the bridge and test year were the

change in useful lives, capitalization of overheads, and a 1575 deferred PP&E account.
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Since the changes in the estimated useful lives and capitalization of overheads can be
made under CGAAP, the only change PUC is proposing is the removal of the request for
a 1575 deferred PP&E account. The impacts of the changes in the useful lives and
overhead capitalization policies effective January 1 2012 will be recorded in account 1576
— Accounting changes under CGAAP.

Therefore, PUC does not confirm that the rate base should reflect the average of the
closing balance in 2012 under CGAAP (Table 2-13) and a revised version of Table 2-16
which reflects 2013 data based on the proposed capitalization and deprecation changes.

PUC originally filed Table 2-16 in the application as IFRS with the changes in useful lives
and overhead capitalization. Since PUC is electing to defer IFRS implementation, the
change in useful lives and capitalization of overheads will be adopted as an accounting
change under CGAAP in 2012.

In Table 2-15 smart meters are added on the line 1860 “smart meters” for $5,913,667 and
accumulated depreciation of $1,214,530; line 1920 “computer hardware smart meters” for
$11,760 and accumulated depreciation $5,232; line 1925 “computer software smart
meters” for $492,267 and accumulated depreciation $256,817.

In Table 2-16 stranded meters are removed on line 1860 "meters” for $4,437,111 and
accumulated depreciation of $3,087,554.
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Exhibit 2 - Issue #16 - Cost of Power Calculation

Energy Probe — IR 2-EP-11
Ref:  Exhibit 2, Tab 4, Schedule 1

a) Please show the derivation of the rates used in Table 2-25 for RPP customers ($0.07565)
and non-RPP customers ($0.07191).

b) How has PUC forecasted the RPP and non-RPP volumes shown in Table 2-25?

PUC Response

a) In Table 2-25 the derivation of the rates used for the RPP and non-RPP customers is
from the Regulated Price Plan Report issued by the OEB on October 17, 2011.

For the RPP customers an excerpt from the report is included below showing the
calculation of the $0.07565.

RPP Price Report — Fall 2011

Table 2: Average RPP Supply Cost Summary

RPP Supply Cost Summary
for the period from November 1, 2011 through October 31, 2012
Current

Forecast Wholesale Electricity Price $31.83
Load-Weighted Price for RPP Consumers ($ / MWh) $34.62
Impact of the Global Adjustment ($ / MWh) +  $40.08
Adjustment to Address Bias Towards Unfavourable Variance ($ / MWh) + $1.00
Adjustment to Clear Existing Variance ($ / MWh) + ($0.06)
Average Supply Cost for RPP Consumers ($/ MWh) =  $75.65

For the non-RPP customers the rate used is the $31.83 per MWh for the Forecast Wholesale
Electricity Price plus $40.08 per MWh for the Impact of the Global Adjustment resulting in
$71.91 per MWh or $0.07191 per kWh.

In Exhibit 2, Tab, 4 Schedule 2, page 1, PUC states that it will update the electricity prices used
in the cost of power calculation should the OEB publish a revised Regulated Price Plan Report
prior to a Decision. On October 17, 2012 the OEB issued an updated Regulated Price Plan
Report for November 1, 2012 to October 31, 2013. PUC proposes to adjust the cost of power
calculation for the updated RPP amounts and to include in the revised revenue requirement work
form as requested in Board Staff - IR 1-Staff-2.

The Regulated Price Plan Report issued October 17, 2012 is as follows:
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Table ES-1: Average RPP Supply Cost Summary (for the 12 months from November 1, 2012)

RPP Supply Cost Summary
for the period from November 1, 2012 through October 31, 2013

Current

Forecast \Wholesale Electricity Price $20.65
Load-Weighted Price for RPP Consumers ($ / MWh) $23.06
Impact of the Global Adjustment ($ / MWh) +  $59.36
Adjustment to Address Bias Towards Unfavourable Variance ($ / MWh) + $1.00
Adjustment to Clear Existing Variance ($ / MWh) +  ($4.10)
Average Supply Cost for RPP Consumers ($/ MWh) = $79.32

Therefore, the RPP rate to be used in the revised cost of power calculation is $0.07932 per kWh
for RPP customers and $0.08001 per kWh for Non-RPP customers ( Forecast Wholesale
Electricity Price $20.65 plus the Impact of Global Adjustment $59.36).

In the revised cost of power calculation PUC included the change in the forecast 2013 test year
kWh'’s as stated in Exhibit 3 for the changes in the CDM adjustment. Also, PUC revised the cost
of power calculation for the Decision issued by the OEB on Mach 21, 2013, EB-2013-0067 for
revised wholesale market service charges and rural rate charges.

PUC has included below a revised cost of power calculation.

The cost of power amount with the revised rates is $67,087,680 vs. $63,539,559 as originally
filed in the application.

b) PUC forecast RPP and Non-RPP volumes on Table 2-25 based on historical percentages.
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2013
Electricity - Commodity - RPP Forecasted
Metered 2013 Loss
Class per Load Forecast kWhs Factor 2013
Residential 305,688,741 1.0489 | 320,636,921 | $0.07932 | §$25.432.921
Residential - Non-RPP 33,583,927 1.0489 35,226,181 | $0.08001 52,616.447
General Semnice < 50 86,296,784 1.0489 90,516,696 | $0.07932 57.,179.784
General Senice < 50 Non-RPP 15,793,342 1.0489 16,565,637 [ $0.08001 51,3256 417
General Semnice = 50 49,251,626 1.0489 51,660,031 | $0.07932 54,097,674
General Semnice =50 Non-RPP 202.160.454 1.0489 | 212,046,100 [ $0.08001 | $16.965.808
usL 872,123 1.0489 914,770 | $0.07932 $572.560
Sentinel Lights 263.942 1.0489 266.360 [ $0.08001 $21.311
Street Lights 7.900.227 1.0489 8.286.548 [ $0.08001 5663.007
TOTAL 701,801,166 727,566,335 $58,576,928
Transmission - Network Volume
Class per Load Forecast Metric 2013
Residential KWh 355,863,102 50.0066 52,345.696
General Semnice < 50 KWh 107.082.333 50.0061 5653.202
General Semnice = 50 kW 627,735 $2.4921 51,564,378
usL KWh 914770 50.0061 55,580
Sentinel Lights kW 710 51.8891 51.341
Street Lights kW 22,660 $1.8795 542.589
TOTAL $4,615,788
Transmission - Connection Volume
Class per Load Forecast Metric 2013
Residential KWh 355,863,102 $0.0000 50
General Semnice < 50 KWh 107.082.333 $0.0000 50
General Semnice = 50 kW 627,735 50.0000 50
usL KWh 228.508 $0.0000 50
Sentinel Lights kW 710 $0.0000 50
Street Lights kW 22,660 $0.0000 50
TOTAL $0
Wholesale Market Service Volume
Class per Load Forecast Metric 2013
Residential KWh 355,863,102 50.0044 51,565,798
General Semnice < 50 KWh 107.082.333 50.0044 5471.162
General Semnice = 50 KWh 212,046,100 50.0044 $933.003
usL KWh 914,770 50.0044 54,025
Sentinel Lights KWh 266.360 50.0044 51.172
Street Lights KWh 8.286.548 50.0044 $536.461
TOTAL $3,011,621
Rural Rate Assistance Volume
Class per Load Forecast Metric 2013
Residential KWh 355,863,102 $0.0012 5427.036
General Semnice < 50 KWh 107.082.333 $0.0012 5125.499
General Semnice = 50 KWh 263.706.131 $0.0012 $5316.447
usL KWh 914,770 $0.0012 51.098
Sentinel Lights KWh 266.360 $0.0012 $320
Street Lights KWh 8.286.548 50.0012 59,944
TOTAL $883,343
Low Voltage Volume
Class per Load Forecast Metric 2013
Residential KWh 355,863,102 $0.0000 50
General Semnice < 50 KWh 107.082.333 $0.0000 50
General Semnice = 50 kW 44,045 50.0000 50
usL KWh 228.508 $0.0000 50
Sentinel Lights kW 710 $0.0000 50
Street Lights kW 22 660 50.0000 50
TOTAL $0
2013
A4705-Power Purchased 558,576,928
4708-Charges-WMS 53,011,621
4714-Charges-NwW 54,615,788
4716-Charges-CH 50
4730-Rural Rate Assistance $883,343 |included in 4708

A750-Low Voltage

50

TOTAL

67,087,680
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EXHIBIT 3 — OPERATING REVENUE

Summary of PUC’s Proposal on Load Forecast and CDM Savings as a result of the
interrogatories

In the application PUC applied for a 9,249,000 kwWh manual adjustment in the 2013 test year to
reflect CDM savings. The 9,249,000 kWh CDM savings was based on the Electricity
Conservation and Demand Targets Board file humber EB-2010-0216 issued June 22, 2012.
PUC’s 2011-2014 net cumulative energy savings target is 30.83 GWh. Based on the CDM
schedule from the OPA in 2013 the target conservation is 30% of the cumulative energy savings
target. Therefore, PUC applied 30% of the 30.83 GWh (9,249,000 kWh) as CDM savings in the
2013 test year in the application.

Upon review of the IR’s, PUC has proposed changes to the CDM savings requested in the 2013
test year. PUC proposes the CDM adjustment be updated to include the 2011 actual CDM
results. PUC has revised the CDM savings to take into consideration the 2011 results and their
persistence and then assumed equal increments for 2012, 2013 and 2014 to achieved PUC'’s
CDM target of 30.83GWh.

PUC completed the following table and is included in response to Board Staff IR-3-Staff-24. The
table includes the 2011 actual results and their persistence in equal increments for 2012, 2013,
and 2014.

| 30,830,000
2011 2012 2013 2014 Total
2011 Pargrams 8.9% 8.9% 8.9% 8.5% 35.2%
2012 Programs 10.8% 10.8% 10.8% 32.4%
2013 Programs 10.8% 10.8% 21.6%
2014 Programs 10.8% 10.8%
8.9% 19.7% 30.5% 40.9% 100.0%
kwh
2011 2012 2013 2014 Total
2011 Porgrams 2,744,164 2,744,164 2,744,164 2,632,822 10,865,312
2012 Programs 3,327,448 3,327,448 3,327,448 9,982,344
2013 Programs 3,327,448 3,327,448 6,054,896
2014 Programs 3,327,448 3,327,448
2,744,164 6,071,612 9,399,059 12,615,165 30,830,000

Based on the above table PUC proposes its CDM preliminary adjustment should be 9,399,059
for the 2013 test year. PUC also recognizes the 2011 purchased energy used in the regression
analysis is the actual data and already reflects the impact of the CDM programs implemented in
2011 essentially “double counting”. This issue is addressed below in interrogatory IR 3-VECC-19.

PUC is proposing the CDM adjustment for the 2013 test year should be further reduced by the
2011 results since the regression analysis includes 2011 actual purchases. The CDM adjustment
should be further reduced by the 2011 results of 2,744,164 kWhs resulting in 6,654,896 CDM
adjustment in the 2013 test year (9,399,059-2,744,164).

Therefore, the manual adjustment to the 2013 test year kWh forecast purchases is proposed as
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the net CDM savings of 6,654,894 (as above) X PUC proposed loss factor of 1.0489% for a total
of 6,980,320 kWh.

PUC has included below a revised Table 3-24-Summary of Load Forecast reflecting the
6,980,320 kWh CDM savings reduction. The revised load forecast has been used in the
interrogatory responses including the RRWF and Bill Impacts. Board Staff IR1-Staff-2 lists all
proposed adjustments by PUC as a result of the interrogatories.

2013 Weather
Normal
2012 (including
Weather cbm
2003 Actual 2004 Actual 2005 Actual 2006 Actual 2007 Actual 2008 Actual 2009 Actual 2010 Actual 2011 Actual Normal Adjustment)
Actual KWh Purchases 755,126,020 757,685,752 749219032 728,093,333 738.093576 740966486 732,869,984 714,199,062 745049194
Predicted kWh Purchases 752,186,605 747,941,289 742744460 722,674,603 739500414 748,042,540 745709118 726,958,624 735544787 741365477 734385157
% Difference 0.4% -1.3% -0.9% 0.7% 0.2% 1.0% 1.8% 1.8% 1.3%
Billed kWh 719,286,098 727,308,120 717,783,995 697,140,805 701,800,772 710,698,626 707,756,700 683.757,862 711,929,017 709,771,503 702,791,183
By Class
Residential
Customers 28,544 28560 28,576 28,596 28,630 28,780 28,971 29,057 29,124 29,197 29,271
kKWh 351,037,890 356490492 347274269 335395539 338,674,337 347363230 346619359 326493714 345282279 343919087 340,262,684
General Service < 50
Customers 3230 3,247 3,274 3301 3,302 3325 3,352 3,345 3,366 3,383 3.401
kKWh 96,164,282 95,721,847 95591622 86770873 94226468 93474158 91450221 91377364 101,728,299 102,252,688 102,090,126
General Service =50
Customers 419 424 431 432 429 426 433 435 403 401 399
kKWh 263,763,186 266,586,772 266,071,754  266,238407 259930403 261,123,945 258998141 257,036,820 255968368 254567184  251.412,080
kW 659,827 673,069 682,195 657,827 657,184 650,699 637,622 635,104 629,024 635,612 627,735
usL
Customers 12 19 27 28 27 22 17 16 19 20 2
kKWh 851,637 842,654 845,827 856,153 863,982 848,325 823,448 837,229 874,873 877,822 872,123
Sentinel Lights
Connections 466 466 459 449 443 435 423 a1 402 395 387
kKWh 276,562 291,228 281,406 274,009 269,054 268,763 262,522 258,147 260,362 258,405 263,942
kW 768 873 784 766 747 744 730 714 703 722 710
Street Lights
Connections 8,619 8,635 8,642 8,663 8,707 REY 8,799 8,846 8,846 8,875 8,904
kKWh 7,192,541 7.375.127 7,719,127 7,605,824 7,637,528 7,620,205 7,603,009 7,754,588 7,814,836 7,896,317 7,900,227
kW 21295 21340 21,295 23,029 21,406 2.7 21,346 23,264 21,619 22,649 22,660
Total of Above
Customer/Connections 41,290 41351 41,409 41,469 41,538 41,729 41,995 42,110 42,160 42,211 42,383
kKWh 719,286,098 727,308,120 717763995 697,140,805 701,800,772 710,698,626 707,756,700 683,757,862 711,929,017 709,771,503 702,791,181
kW from applicable classes 681,890 595,282 704,274 681,622 679,337 672,760 659,698 559,082 651,346 658,984 651,105
Total from Model
Customer/Connections 41,290 41351 41,409 41,469 41,538 41,729 41,995 42,110 42,160 42,211 42,383
kKWh 719,286,098 727,308,120 717763995 697,140,805 701,800,772 710,698,626 707,756,700 683,757,862 711,929,017 709,771,503 702,791,181

kW from applicable classes 681,890 695,282 704,274 681,622 679,337 672,760 659,698 659,082 651,346 658,984 651,105
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Exhibit 3 - Issue #1 - Load Forecast

Board Staff — IR 3-Staff-17

Ref: Exh 3-2-1

Ref: Exh 2-3-1

In Exhibit 2/Tab 3/Schedule 1, PUC has included a report (the “Metsco Load Forecast Report”)
by an external consultant Metsco Energy Solution entitled “Load Forecast Report for Asset
Management Plan 2013-2016" and dated August 2012. Board staff interprets that the purpose
of the Metsco Load Forecast Report is to assess whether there would be any changes in PUC’s
expected consumption or peak demand over the time horizon of the Asset Management Plan
that would indicate any capacity constraints in PUC’s system which would suggest investments
to increase the existing and forecasted capital investments to handle the new demand.

PUC has also provided its own load forecast in Exhibit 3/Tab 2/Schedule 1.

a) Please confirm or correct Board staff's understanding of the Metsco Load
Forecast Report.
b) Why would the load forecast prepared for the Metsco Load Forecast Report not

also be suitable for the 2013 test year forecast in terms of number of customers
and connections, consumption (kwWh), and demand (kW)?

c) Please provide a comparison of the regression based approaches in the Metsco
Load Forecast Report and Exhibit 3/Tab 2/Schedule 1. The comparison should
include the following:

i. Regression results, including overall regression statistics (F-statistic, R2,
adjusted R2, Durbin-Watson, etc.)
ii. Variables (including definitions), estimated coefficients and t-statistics;
iii. Estimated annual results for all years from 2003 to 2013 test year; and
iv. Mean Absolute Percentage Error of the residuals for the regression
period.

PUC Response

a) PUC confirms the Board Staff's understanding of the Metsco Load Forecast Report.

b) The methodology used in PUC’s regression analysis in Exhibit 3 has been approved by
the OEB in prior rate applications for the use of forecast billing determinants for rate
setting purposes. The Metsco load forecast was prepared with the primary objective of
determining capacity upgrade requirements for the existing transformer stations and
distribution stations.

Although the methodology is similar between the Metsco weather normalization and the
weather normalization in Exhibit 3, there are differences in the methodology that cause
variances in the test year predicted kWh's.

The differences are as follows:

e PUC incorporated a CDM adjustment as per the OEB guidelines. The total
adjustment in the original application for the 2013 test year was 9,249,000 kWhs.
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e PUC used 9 historical years of data and Metsco used 7 years of historical data.

e PUC used the kWhs from the IESO controlled gird and from embedded
generators. There may be some slight differences in the kWh’s that Metsco used
with the embedded generators.

e PUC used Heating Degree Days, Cooling Degree Days, Number of days in the
month, and the Spring Fall Flag. In addition to those variables Metsco used the
Ontario GDP and the Stock Market Index. PUC originally performed the
regression analysis using the Ontario GDP, Number of Peak Hours, and Number
of Customers, but those variables were removed since the t-stat absolute value
was not higher than 2 and was determined to not be statistically significant.

¢ Overall PUC's regression analysis has an RSquare of 98% and Metsco has an
Rsquare of 95.5%.

PUC has provided below a comparison of the regression analysis statistics based on the
information available by Metsco and the weather normalization prepared in Exhibit 3.
PUC submits that the load forecast for the 2013 test year is not materially different
between the Metsco report and Exhibit 3. The resulting variance between the reports
when the CDM adjustment is not included is 0.08%

Exhibit 3 Metsco Report
Regression Results
R Square Factor 98% 95.5%
Adjusted R Square 98% 95.3%
F Test 1305.86 565.06
T-Stat by Coefficient
Intercept -1.33
Constant 64.10
Heating Degree Days 56.12 39.60
Cooling Degree Days 7.09
Number of Days in the Month 8.71
Time Trend -1.95
Seasonal Flag -6.79 7.84
Durbin-watson — not available in
models used
Metsco report did not provide
estimated annual results for 2003 to
2012
Predicted Purchases 2013 kWh 732,116,477 741,913,156
CDM Adjustment 9,249,000
Total without CDM 741,365,477 741,913,156
Difference (kWh) 547,679
Percentage difference in 2013 0.08%
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Board Staff — IR 3-Staff-18

Ref: Exh 3-2-1, Page 3

In Table 3-3, PUC provides a summary of Load and Customer/Connection Forecast. Please
provide Table 3-3 again but exclude any CDM adjustments from the Billed (kwh) column for
2012 and 2013 and recalculate the Growth (kwh) and Percent Change for 2012 and 2013.

PUC Response

PUC has revised Table 3-3 below to exclude any CDM adjustments for the Billed (kwh) for 2012
and 2013 and recalculated the growth and percentage change for 2012 and 2013.

Summary of Load and Customer/Connection Forecasts
Customer/
Percentage |Conneciton Percentage

Year Billed (kwh) | Growth Change Count Growth Change
2008 Board Approved 722,401,293 41,610

2003 Actual 719,286,098 41,290

2004 Actual 727,308,120 8.022,022 1.1% 41,351 61 0.15%
2005 Actual 717.783,995 (9.524 125) -1.3% 41,409 58 0.14%
2006 Actual 697,140,805 | (20,643,190} -2.9% 41,469 60 0.14%
2007 Actual 701,800,772 4,659,967 0.7% 41,538 69 0.17%
2008 Actual 710,698,626 B8.897.854 1.3% 41,729 191 0.46%
2009 Actual 707,756,700 (2,941,926) -0.4% 41,995 266 0.64%
2010 Actual 683,757,862 | (23,998.838) -3.4% 42,110 115 0.27%
2011 Actual 711,929,017 28,171,155 4.1% 42,160 50 0.12%
2012 Mormalized Bridge 709,771,503 (2,157 .514) -0.3% 42,211 111 0.26%
2013 Mormalized Test 709,771,503 - 0.0% 42,383 112 0.26%

Board Staff — IR 3-Staff-19

Ref: Exh 3-2-1, Page 3
PUC documents that it has used a multivariate regression model to estimate purchased system

kWh based on the following exogenous variables:

e Constant

e Heating Degree Days (“HDD”) as measured at Sault Ste Marie Station
Cooling Degree Days (“CDD”) as measured at Sault Ste Marie Station
Number of Days in the Month; and
Spring/Fall Binary Flag.

a) What other variables were tried to account for market size or for economic activity in
PUC's service territory? If other variables were tried, what were the results and why
were they omitted from the preferred model?
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b) Did PUC try any variables to account for CDM impacts in the regression period?
i. If yes, please identify the variable(s) tried, the data and data source, the results, and
why such variables were omitted from the proposed model.
ii. If no CDM variables were tried, please explain why not.

PUC Response

a) The other variables PUC tried were the number of peak hours, number of customers and
Ontario Real GDP. These variables were omitted from the regression analysis as they did
not have a t-stat value above the absolute value of 2. Therefore, the variables were not
statistically significant to the analysis.

b) To account for the CDM impact PUC applied a savings of 9,249,000 kWh to the 2013 test
year. The CDM savings were based on the Electricity Conservation and Demand
Management Targets Board file number EB-2010-0216 issued June 22, 2012. PUC’s
2011-2014 net cumulative energy savings target is 30.83 GWh. Based on the CDM
schedule from the OPA in 2013 the target conservation is 30% of the cumulative energy
savings target. Therefore, PUC applied 30% of the 30.83 GWh as CDM savings in the
2013 test year. PUC did not use any other CDM variables. It is PUC’s understanding the
CDM variables have caused concerns in other rate applications and therefore it was not
included in the analysis.

Board Staff — IR 3-Staff-20

Ref: Exh 3-2-1

Based on the data contained on sheet “Purchased Power Model” of “PUC Distribution 2012
_COS_Application_Weather_Normalization Regression Model 20121106.xIs”, Board staff has
prepared the following graph showing the actual and predicted results from PUC purchased
system load forecast model.
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Please confirm or correct this graph.

PUC Response

PUC has reviewed the graph and to the best of its knowledge it appears to be materially correct.

Board Staff — IR 3-Staff-21

Ref: Exh 3-2-1, Page 5

In Table 3-5, PUC provides a summary of annual kWh usage per customer/connection by rate
class.

a) For the Residential, GS < 50 kW, and GS >50kW classes, the annual usage in 2011

increased by 5.5%, 10.6%, and 7.5% respectively. Please explain the reason(s) for
these increases.

b) For the USL class, the annual usage in 2011 dropped by 12.0%; however in 2008 and

2009 the annual usage were increased by 20.5% and 25.6% respectively. Please
explain the cause(s) of the fluctuation.

PUC Response

a) In 2010 the energy consumption was unusually low due to weather conditions. In 2011

the increase in consumption is consistent with the increase in energy purchases and
“normal” weather conditions.

b) Overall, the USL rate class has an average of 21 customers from 2003 to the test year.
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Due to there being a relatively small number of customers in the USL rate class the addition or
removal of customers may cause significant fluctuations depending on a particular customers’
consumption.

In 2011, PUC had an additional 3 USL customers. Compared to 2010 the additional 3 customers
in 2011 had consumption below the average per customer usage resulting in a decrease growth
rate per customer of 12%.

In 2008 and 2009 PUC had a decrease of 5 USL customers but the average consumption
decrease was not consistent resulting in an increase in the growth rate per customer.
Furthermore, if the USL customer was removed near the end of the year the consumption would
still be included in the annual comparisons.

Board Staff — IR 3-Staff-22

Ref: Exh 3-2-1, Page 13-15

On page 15 of the above reference, PUC states that the resulting geometric mean was
applied to the customer/connection numbers to determine the forecast of
customer/connections in 2012 and 2013.

Please provide any material (e.g. number of building permits requested, Town population
forecast) supporting the proposed 2013 customer/connection forecasts.

PUC Response

Based on the actual 2003 to 2011 customer counts, PUC applied a geometric mean of
1.0025 to residential customers; 1.0052 to GS<50 customers; 0.9951 to GS> 50
customers; 1.0591 to USL customers; 0.9817 to Sentinel Lights customers and 1.0033 to
Street Light customers. The geometric mean indicates a service area with little growth
which is the case in the City of Sault Ste. Marie. PUC is not aware of any significant
residential developments or new industries.

PUC has provided below historical population and information from census Canada for the
City of Sault Ste. Marie.

Canada census — Sault Ste. Marie, Ontario Community Profile

2011

2006

2001

Population: 75,141 (0.3% from 2006) 74,948 (0.5% from 2001) 74,566 (-6.9% from 1996)
Land area: 223.26 km? (86.20 sq mi) 221.71 km? (85.60 sq mi) 223.45 km? (86.27 sq mi)
Population density: 336.6 /km? (872 /sq mi) 338.0 /km? (875 /sq mi) 333.7 /km? (864 /sq mi)
Median age: 43.9 (M: 42.9, F: 44.7) 41.0 (M: 40.2, F: 41.8)
Total private dwellings: 33,901 33,378 32,822

Mean household income:

$49,590

$43,557


http://en.wikipedia.org/wiki/Canada_2011_Census
http://en.wikipedia.org/wiki/Canada_2006_Census
http://en.wikipedia.org/wiki/Canada_2001_Census
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Historical populations

Year Pop. +%
1871 879 —
1881 780 -11.3%
1891 2,414 +209.5%
1901 7,169 +197.0%
1911 10,984 +53.2%
1921 21,092 +92.0%
1931 23,082 +9.4%
1941 25,620 +11.0%
1951 32,452 +26.7%
1961 43,088 +32.8%
1971 80,332 +86.4%
1981 82,697 +2.9%
1991 81,476 -1.5%
1996 80,054 -1.7%
2001 74,566 —6.9%
2006 74,948 +0.5%
2011 75,141 +0.3%

VECC - IR 3-VECC-16
Reference: Exhibit 3, Tab 2, Schedulel, page 4

a) Are the values shown for number of customers/connections year end values or average
annual values?

PUC Response

a) The values shown for the number of customers/connections are the average annual values.

Energy Probe — IR 3-EP-12
Ref: Exhibit 3, Tab 2, Schedule 1
Please update Table 3-14 to reflect actual customers by rate class for 2012.

PUC Response

PUC has provided below an updated Table 3-14 to compare actual customers by rate class for
2012.


http://en.wikipedia.org/wiki/Canada_1911_Census
http://en.wikipedia.org/wiki/Canada_1996_Census
http://en.wikipedia.org/wiki/Canada_2001_Census
http://en.wikipedia.org/wiki/Canada_2006_Census
http://en.wikipedia.org/wiki/Canada_2011_Census
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Residential GS<50 GS>50 USL Sentinel Street

Lights Lights

Actual 29,178 3,413 371 21 402 8,846
Beginning
2012

Actual 29,282 3,402 374 21 378 8,846
Ending
2012

Average 29,230 3,407 373 21 390 8,846

2012 29,197 3,383 401 20 398 8,875
Bridge
Year

Difference 33 24 (28) 1 (8) (29)

VECC - IR 3-VECC-17
Exhibit 3, Tab 2, Schedule 1, pages 7-8

a) Please provide the regression analysis results (i.e., equation and statistics) for the
equations tested with GDP.

Reference:

b) Did PUC test any regressions using a measure of local employment as an explanatory

variable? If yes, what were the results? If not, why not?

PUC Response

a) PUC has provided below the regression analysis results when including the GDP.

b) PUC did not test any regression measures using local employment as an explanatory
variable. PUC considers the heating degree days and cooling degree days to be a significant
variable in Northern Ontario. PUC is not aware of any significant changes in population or
economic factors that would warrant including the local employment rates as a variable.



0.990368359

SUMMARY OUTPUT

Regression Statistics
Multiple R
R Square

Adjusted R Square

0.980829486
0.979889755
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Standard Error 1655987.813
Observations 108
ANOWVA
df 55 MS F Significance F

Regression 5 143111E+16 2.86223E+15 1043.734206 7.16866E-86
Residual 102 2.79T14E+14 2 T423E+12
Total 107 1.45909E+16

Coefficients Standard Emor t Stat P-value Lower 95% Upper 95%
Intercept -3692634.249 7718952.066 -0.478385436 0.633399688 -19003139.07 11617870.57
Heating Degree Days 42048.43773 T50.8356895 56.00218306 2.07T113E-78 40559.1587 43537.71676
Cooling Degree Days 93357.68005 13177.91988 7.084401857 1.84692E-10 67219.33845 119496.0216
MNumber of Days in Month 1758467711 201663.7928 5.719798561 54T941E-14 1358468.534 2158466.588
Spring Fall Flag -2557180.397 3774497523 -6.77488959 8.16921E-10 -3305850.191 -1808510.603
Ontario Real GDP Monthly % -33379.23977 35409.18314 -0.942671838 0.34807619 -103613.1866 36854.7071

SEC- IR 3-SEC17

3/2/1

Tables 3-12 and 3-14. Please provide whatever information is available to the Applicant to
explain why GS>50 is projected to drop from 426 customers in 2008 to 399 in 2013, particularly
in the context of both residential and GS<50 increasing over the same period.

PUC Response

In 2010 PUC reviewed all General Service customers and historical consumption. As a result of
this review some customers were re-classed to GS<50 from GS>50. This resulted in a decrease
in the projected customers in 2013 for the GS>50. The increase in residential customers is due
to the average historical growth rate applied to the 2013 forecast.

SEC- IR 3-SEC18

[3/2/1,Tables 3-15 and 3-21]

Please reconcile the GS>50 figures in these two tables.

PUC Response

Table 3-15 is the historical annual usage per customer in kWh. Table 3-21 is the historical annual

kW for the GS>50.
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Exhibit 3 - Issue #2 - CDM Savings

Board Staff — IR 3-Staff-23

Ref: Exh 3-2-1, Page 10
On page 10 of this exhibit, PUC states:

PUC applied a savings of 9,249,000 kWh to the 2013 test year forecast. The CDM savings was
pro-rated to the rate classes based on the 2013 weather corrected forecast. The CDM savings is
based on the Electricity Conservation and Demand Management Targets Board File Number EB-
2010-0216 issued June 22, 2010. PUC’s 2011-2014 net cumulative energy savings target is
30.83 GWh. Based on the CDM schedule from the OPA in 2013 the target conservation is 30%
of the cumulative energy savings target. Therefore, PUC applied 30% of the 30.83 GWh as CDM
savings in the 2012 test year.

The OPA’s results on PUC’'s 2011 CDM results were filed in the supplemental application
evidence filed on December 4, 2012.

Please provide a table showing the “net” and “gross” CDM results by year, and including the
estimated persistence over time up to and including the 2013 test year, similar to the following:

Year OPA 2006-2011 Final OPA 2006-2011 Final |Difference % Difference of Net
CDM Results CDM Results (c)=(@)—(b) (d)=(c)/ (b)
(Gross) (a) (Net) (b)

2006
2007
2008
2009
2010
2011
2012
2013

PUC Response

In the Table below PUC provided the “net” and “gross” CDM results by year, and including the
estimated persistence over time up to and including the 2013 test year. In the original
application PUC’s average net to gross percentage was 71.0%. In the revised Table below the
amount is 66.7% when including the 2011 final OPA results.
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OPA 2006-2011

OPA 2006-2011 Final | Final CDM Results % ofnet

CDM Results (gross) (net) Difference defference
2006 3,510,000 3,143,000 367,000 11.7%
2007 11,353,000 5,960,000 5,393,000 90.5%
2008 12,078,000 7,764,000 4,314,000 55.6%
2009 14,154,000 8,968,000 35,186,000 57.8%
2010 10,780,000 5,980,000 4,800,000 80.3%
2011 14,097,276 8,153,164 5,944,112 72.9%
2012 13,507,267 7,907,164 5,600,103 70.8%
2013 13,484,276 7,895,164 5,589,112 70.8%
Total 92,963,819 55,770,492 37,193,327 66.7%

Board Staff — IR 3-Staff-24

Ref: Exh 3-2-1

PUC has proposed to use a CDM target of 30% as the CDM adjustment for the 2013 load
forecast amount to take into account the persistence of 2011 and 2012 CDM programs, and
the impact of 2013 CDM programs on 2013 demand (consumption, measured in kWh).

An alternative approach, assuming that final 2011 CDM results are available for PUC as
reported by the OPA, is to taken into account the 2011 results and their persistence, and
then to assume an equal increment for each of 2012, 2013, and 2014 so as to achieve
PUC’s CDM target of 30.83 GWh.

Based on PUC'’s actual 2011 OPA results, please fill out a table similar to the following
(taken from Thunder Bay Hydro Electricity Distribution Inc.’s 2013 rates application EB-

2012-0167):

Table 3-2.22: Schedule to Achieve 4 Year kWh CDM Target

4 Year 2011 to 2014 kWh target
47,380,000
2011 2012 2013 2014 Total
2011 Programs 46% 46% 4.6% 4.3% 17.9%
2012 Programs 13.7% 13.7% 13.7% 41.0%
2013 Programs 13.7% 13.7% 27 4%
2014 Programs 13.7% 13.7%
46% 18.2% 31.9% 45 3% 100.0%
kWh
2011 Programs 2,157,479 2,157 479 2,157,479 2,031,020 8,503,456
2012 Programs 6,479 424 6,479 424 6,479 424 19,438,272
2013 Programs 6,470 424 6,479 424 12,958 848
2014 Programs 6,479,424 6,479 424
2,157 479 8,636,903 15,116,327 21,469,292 47,380,000

PUC Response
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| 30,830,000
2011 2012 2013 2014 Total
2011 Porgrams 8.9% 8.9% 8.9% 8.5% 35.2%
2012 Programs 10.8% 10.8% 10.8% 32.4%
2013 Programs 10.8% 10.8% 21.6%
2014 Programs 10.8% 10.8%
8.9% 19.7% 30.5% 40.9% 100.0%
kwh
2011 2012 2013 2014 Total
2011 Porgrams 2,744,154 2,744,164 2,744,164 2,632,822 10,865,312
2012 Programs 3,327,448 3,327,448 3,327,448 9,982,344
2013 Programs 3,327,448 3,327,448 6,054,896
2014 Programs 3,327,448 3,327,448
2,744,164 6,071,612 9,399,059 12,615,165 30,830,000

Board Staff — IR 3-Staff-25

Ref: Exh 3-1-3

Board staff understands that the results as reported by the OPA are “annualized” (i.e. assume
that all CDM programs, including the current year’s program, are in effect for the full year, from
January 1 to December 31). While the full year effect for persistence of prior year CDM
programs would be in place for the full year, CDM programs implemented in a given year would

not have the full impact in the first year, due to timing.

The measured “full year” results, as measured by the OPA, will be used for the basis of the
LRAMVA amount. However, the “full year” results in the first year of a CDM program, will
overstate the actual results unless the program was implemented on January 1 of that year.

In the absence of any other information, a “half-year” rule (i.e. assuming that half of the
incremental impact of programs introduced in a year is actually realized in the calendar year of
introduction) may be a proxy for the actual impact, ignoring all other factors (i.e. seasonality).

a) Please provide PUC’s understanding of the results as published by the OPA (i.e.
are the full year or do they only reflect the period that a CDM program in in
place in its first year).

b) If a “half-year” rule is used to account for the fact that 2013 CDM programs will
not have a full year impact on 2013 actual consumption, please provide PUC’s
perspective that the adjustment for the 2012 and 2013 CDM programs on 2013
demand would be estimated as “N” kWh X 1.5 (reflecting full year impact of
2012 CDM and half-year impact of 2013 CDM on 2013) X (1 + g) X (1 + loss
factor), where N is the nhumber of kWh of incremental CDM savings needed in
each of 2012, 2013 and 2014, as determined in the preceding Board staff
interrogatory, and g is the “net” to “gross” conversion factor for 2013 as
calculated in the response to 3-Staff-8 and “loss factor” is the proposed 2013

loss factor of 4.89%from Exhibit 8/Tab 1/Schedule 5.

c) While the above is to adjust the load forecast which is on an “actual” year basis,
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the LRAMVA is based on the measured OPA results reported on a full year
basis. Please confirm that the LRAMVA threshold would continue to be based
on the “full year” CDM results of 2.74 GWh (i.e. persistence of 2011 CDM) + N X
2 (i.e. persistence of 2012 and impact of 2013 CDM) results. In this case, “M”
would be the persistence of 2011 CDM programs on 2013 consumption as
reported on a “net” basis in the final 2011 CDM results for PUC.

PUC Response

a) Itis PUC’s understanding the results published by the OPA are based on the full year.

b) Assuming the “half-year” rule is used to account for 2013 CDM programs not being in
place for a full year, the adjustment for 2012 and 2013 CDM programs on 2013 demand
would be estimated as 3,327,448 kWh X 1.5 (reflecting full year impact of 2012 CDM and
half-year impact of 2013 CDM on 2013) X 1.6750 = 8,360,213 kWh. However, PUC is
concerned with using the “half-year” rule since it is PUC’s understanding that there
should be consistent treatment on how the load forecast is adjusted and how the
LRAMVA threshold is determined.

c) PUC confirms the LRAMVA threshold would continue to be based on the “full year” CDM
results.
VECC- IR 3-VECC-18

Reference: Exhibit 3, Tab 2, Schedule 1, page 9
Exhibit 3, Appendix A, page 5

a) With respect to Table 3-7, are the three normalized results shown for 2013 all prior to any

adjustment for CDM? If not, please restate the values such that they are all on a
comparable basis —i.e., prior to any CDM adjustments.

PUC Response

a) The 2013 Normalized Test Year included a CDM adjustment. PUC has provided the figures
below prior to any CDM adjustments.

Predicted kWh
2013 Normalized Test Year ( excluding CDM) 741,365,477
2013 Weather normal 10 year average (excluding CDM) 741,700,537
2013 Weather normal 20 year trend (excluding CDM) 736,701,362

VECC- IR 3-VECC-19

Reference: Exhibit 3, Tab 2, Schedule 1, page 10



PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 152 of 247

a) Please confirm that the 30% factor (page 10, lines 3-10) is meant to reflect the net
impact in 2013 of CDM programs implemented in 2011, 2012 and 2013. If this is
not the case, please explain what the 30% factor is meant to represent and how it
was calculated.

b) Please confirm that the 2011 purchased energy data used in the regression analysis
will already reflect the impact in 2011 of CDM programs implemented in 2011.

c) If parts (a) and (b) are confirmed, doesn’t the proposed 9,249,000 CDM adjustment
result in a double counting of the impact of 2011 CDM programs? If not, why not?

d) Please confirm that the 11,387,369 kWh referenced on page 10 (line 19) is the
estimated gross impact (i.e., including free riders) in 2013 of the 2012 and 2013 CDM
program results — per Table 3-10.

PUC Response

a)

PUC confirms the 30% factor reflects the net impact of CDM programs.

b) The 2011 purchased energy used in the regression analysis is actual kWhs. Therefore

C)

any impacts of CDM in 2011 actual consumption would be reflected. Refer to PUC’s
Summary of Proposal on Load Forecast and CDM Savings at the beginning of Exhibit 3
Interrogatories. PUC proposes to adjust the CDM saving to reflect the “double counting”
of 2011 results.
PUC agrees the proposed approach may result in “double counting” on the impact of the
2011 programs.

d) PUC confirms the 11,387,369 kWh referenced on page 10 is the gross impact.

VECC- IR 3-VECC-20

Reference: Exhibit 3, Tab 2, Schedule 1, page 11

a) With respect to Table 3-9, should the heading for second and third columns read
“2006-2010" and not “2006-2009".

b) Please provide a copy of the OPA’s final 2006-2010 CDM report for PUC.
c) Please provide a copy of the OPA’s final 2011 CDM report for PUC.

PUC Response

a)

b)

c)

PUC confirms the headings in Table 3-9 should read “2006-2010".

PUC has filed an electronic copy of the OPA’'s final 2006-2010 CDM with the
interrogatory responses.

Please refer to the additional information filed file as part of the cost of service rate
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application on December 4, 2012, page 57 to 87 for the final 2011 OPA report.

VECC- IR 3-VECC-21

Reference: Exhibit 3, Tab 2, Schedule 1, pages 12-13

a) Does the 8,813,663 kWh (per page 12) or the 9,249,000 kwWh (per page 10) represent
a better estimate of the impact in 2013 of CDM programs implemented in 2011, 2012
and 20137 Please explain your response.

b) Please explain why the response to part (a) isn’t the appropriate value to use for the
LRAM variance account (per Table 3-11).

c) Please provide a schedule that for 2013 sets out the results of the regression model
prediction and the adjustments made for losses and CDM in order to derive the total
billed energy.

d) Please confirm whether the 2013 total billed energy forecast is 700,522,503 (per Table 3-
24) or 709,771,503 kWh (per Table 3-20). Note — While the totals in the two tables are
different the individual customer class values are the same.

PUC Response

a) PUC has revised the proposed CDM adjustment to reflect 2011 actual and persisting
results and eliminate the “double counting” of the 2011 results. The revised proposed
CDM savings in the 2013 test year is 6,980,320 kWhs as outlined in the beginning of
Exhibit 3 interrogatory responses.

b) PUC has included a revised Table 3-11 below. PUC believes the correct amount for the
LRAM value is 9,399,059 as shown in Board Staff — IR 3-Staff-24.

Residential G550 G550 StreetLighting | Sentinels UsL Total
kWh 4,550,758 1,365,379 3,362,279 3,3%4 105,593 11,657 | 9,399,059
kW where applicable 8,396 10 295 8,700

¢) PUC has provided a schedule below that sets out the results of the regression model
prediction, the adjustment made for losses and the CDM adjustment in order to derive at the
total billed energy.

As originally filed in application As proposed to be
revised in IRs

Predicted Purchases 741,365,477 741,365,477
Losses (31,593,974) (31,593,974)
CDM (9,249,000) (6,980,320)

Total Billed Energy 700,522,503 702,791,183
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d) PUC confirms the 2013 total billed energy forecast is 700,522,503 as per Table 3-24. The total
in Table 3-20 is incorrect and reflects the total before CDM adjustments.
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Exhibit 3 - Issue #3 - Other Distribution Revenue

VECC- IR 3-VECC-22

Reference: Exhibit 3, Tab 3, Schedule 1, page 1

a) Please provide the 2012 year to date values for each of the accounts in Table 3-
25. If the year to date does not include December 2012, please also provide the
year to date values for 2011 for each account up to and including the same
month.

b) How many microFit connections did PUC have at the end of 2012 and where are
the revenues from microFit service charges recorded?

c) Where are the SSS Admin charge revenues recorded?

d) Please confirm that the Interest and Dividend Income (Account 4405) does not
include any interest debits/credits related to deferral/variance accounts.

PUC Response

a) PUC has updated below Table 3-25 with the unaudited 2012 Actuals.

‘ 2008 Board ‘ 2012 Bridge 2013 Test ‘
Summary of Revenug Approved | 2008 Actual {2009 Actual| 2010 Actual | 2011 Actual | Year forecast [2012 Actuals Year
Other Revenue
4082 - RS Revenue 58,520 59,797 54,933 54,762 41,034 53,500 34,046 43,000
4084 - Senvice Tx Requests 250 1,076 847 1,314 723 700 488 700
4210 - Rent from Electric Property 304,080 305,072 383671 232 931 365,939 305,200 352 249 1,664 914
4225 - Late Payment Charge 195,000 217,310 237,964 223,894 198,379 195,000 213138 196,000
4235 - Other Income & Expenses 172,900 280,440 253,369 263,048 217,074 184,350 243 593 195,190
4325 - Revenue from Merch. Jobbing 30,000 38,509 96,363 325,143 479,821 30,000 352,067 63,900
4330 - Costs & Exp. For Merch. Jobbing (5) 5.118 434 1,780 2,000 557 (2,040)
4340 - Profit and Losses from Financial Inst. 3,298 (1,231)
4355 - Gain on Disposition of Property 52,000 37,523
4375 - Revenue from non-utility operations 263,954 65,516 106,861 412,945 1,570,161 874,941 105,336
4380 - Expense of non-utilities operations (6,096) (63,305) (259,521)| (412945)] (1,567 613) (874,841) (105,336)
4390 - Misc. non-operating income 114,000 37,893 17,343 52,905 86,353 15,000 122,094 40,000
4405 - Interest and Dividend Income 97,972 285,792 62,738 54,850 89,357 55,000 62,138 66,300
Total Revenue Offsets 972,722 | 1487040 | 1,123,326 1,056,621 | 1,542,460 853,298 1.417,993 2,267,964

b) PUC had 65 Micro-fit connections at the end of 2012. The revenue from the micro-fit
connections are charged to account 4235 — Other Revenue.

¢) The SSS Admin charge is recorded in account 4080 — Distribution Revenue.

d) PUC confirms that the interest and dividend income (Account 4405) does not include any
interest debits/credits related to deferral/variance accounts.

Energy Probe- IR 3-EP-13

Ref:  Exhibit 3, Tab 3, Schedule 1
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Please provide a version of Table 3-25 that reflects actual data for 2012. If actual data for
all of 2012 is not yet available, please provide the most recent year-to-date actuals for
2012 in the same level of detail in the table, along with the figures for the corresponding
period in 2011.

Does Table 3-25 include revenues and expenses associated with OPA CDM programs
and/or interest on regulatory asset accounts? If yes, please provide the requested table
in part (a) excluding these items in all years.

Please explain the drop of $10,500 between 2012 and 2013 in account 4082.

Please explain the decrease in 2012 and 2013 compared to 2011 and previous years in
account 4235.

Please provide the revenue in account 4325 excluding large solar projects noted on page
4 of Exhibit 3, Tab 3, Schedule 2.

Please explain the significant decline in revenues in account 4390 between 2011 and the
forecasts for 2012 and 2013. How was the forecast for 2013 arrived at?

PUC Response

a)

b)

Refer to VECC- IR 3-VECC-22 above for an updated Table 3-25 with unaudited 2012
Actuals.

Table 3-25 includes revenues and expenses associated with OPA CDM programs but the

amount nets to zero in account 4375 and 4380. Table 3-25 included no interest on regulatory
asset accounts.

c) PUC forecast in bridge and test year a reduction in RS revenue due to the declining number

of

customers enrolling with retailers. PUC has provided in the table below the amounts

recorded in 4082 for the 2012 bridge year, 2013 test year and the 2012 actuals.

Account Number | 2012 bridge 2013 test 2012 actual
4082.92.5306 3,500 4,000 4,320
4082.92.5307 30,000 25,000 18,578
4082.92.5308 20,000 14,000 11,147
53,500 43,000 34,045

d) The decrease in 2012 and 2013 compared to 2011 and previous years in account 4235
was that PUC under budgeted the collection charge revenue in 2012 and 2013. In addition
service call revenue was under budgeted.

e) The revenue in account 4325 excluding large solar projects as noted on page 4 of Exhibit

3, Tab 3, Schedule 2 is as follows:

2008 — no change $38,509
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2009 — no change $96,363
2010 — $325,143 - $188,979 (solar projects) = $136,164
2011 — $479,821 - $361,221(solar projects) =$118,600

f) There was a large increase in sale of scrap in 2011 to $86,400 and to $82,100 in 2012. The
average from 2008 to 2010 was $34,200 and the test year to date in 2013 is $3,900.
Energy Probe- IR 3-EP-14
Ref:  Exhibit 3, Tab 3, Schedule 2
a) Please explain how the amount of rent to be charged to PUC Services has been
determined. For example, has some portion of the overall square footage been allocated
and then some proxy for a market rate per square foot applied? Please provide all

assumptions and show all calculations used.

b) Please provide a breakout of the other rents found in account 4210 for each of 2009
through 2013 (including actual 2012).

PUC Response

a) See prior answer — SEC - IR 2-SEC-16

b) PUC has provided below a breakout of the other rents found in account 4210.

2009 2010 2011 2012 2013
Pole Rental $383,671 $232,931 $365,939 $352,249 $347,640
Building Rentall $1,317,275
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EXHIBIT 4 — OPERATING COSTS

Exhibit 4 - Issue #1 - Pension Costs

Board Staff — IR 4-Staff-26
Ref: Exh 4-2-3

OMERS has announced a three-year contribution rate increase for its members and
employers for the years 2011, 2012, and 2013.

a) Please state whether or not PUC’s proposed pension costs include this increase. If
so, please provide the forecasted increase by years and the documentation to
support the increases. If not, please state how the applicant proposes to deal with
this increase.

PUC Response

OMERS pension costs are included in employee benefit costs. The 2013 test year includes
pension costs based on the 2013 increased OMERS rates (9.0%/14.6%) and the employees’
projected pensionable earnings.

The rates increased by 8% for the lower tier and 14% for the upper tier. PUC’s expense
increased by $88,000 from $856,000 to $944,000 or 10%.
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Exhibit 4 - Issue #2 - Employee Benefits

Board Staff — IR 4-Staff-27

Ref: Exh 4-2-3

Please provide details of employee benefit programs, including pensions and other costs
charged to OM&A for the last Board-approved rebasing application, Historical, Bridge and
Test Years.

PUC Response

Employee benefit programs include OMERS pension plan, long term disability, short term
disability, life insurance, dental, extended health (including drug, eye glass and out of province
travel coverage), vacation and statutory holidays according to the labour agreement. Also
included in employee benefits are employer paid premiums for CPP, Employment Insurance,
Employer Health Tax and WSIB. The following amounts of employee benefits are included in
OM&A costs.

2008 approved 2008 2009 2010 2011 2012 2013

$1,078,811 $965,956 | $991,866 $1,011,963 | $1,300,885 | $1,356,193 | $1,386,245
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Board Staff — IR 4-Staff-28

Ref: Exh 4-2-2

At the above noted reference, PUC states:
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The major factors for the increases are inflation which PUC has estimated at approximately
13% over the five year period (weighted average of labour increases in accordance with the

collective agreements and CPI for other costs).

Please provide a detailed summary of the calculation.

PUC Response

PUC has provided a detailed summary of the calculation below.

Calculate Labour Increase and Other Inputs Increase

ﬂ
CPI

2009 1.10%
2010 1.90%
2011 2.30%
2012 2.50%
2013 2.20%
10.00%

Collective

Agreement
Rate Increase
2009 3.0%
2010 2.7%
2011 2.8%
2012 3.0%
2013 3.0%

Calculate Weighted
Increase

14.5%

cumulative increase

2011
to
2008 to 2013 2013
1.10%
3.02%
5.39%
8.03% | 2.500%
cumulative
increase
2011
to
2008 to 2013 2013
3.0%
5.78%
8.74%
12.01% | 3.00%

6.09%




PUC Distribution
Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 161 of 247

2008
to 2011 to

2008 to 2013 2011 to 2013 2013 2013

labour @
55% of
total costs
other @
45% of
total costs

6.09% 8.5% 3.35%

4.76% 4.7% 2.14%

-“ 5.5%

VECC - IR 4-Staff-24
Reference: Exhibit 4, Tab 1, Schedulel, pg. 1/ Tab 2/Schedule 2/pg. 13
a) Please provide the GDP-IPI inflation factors assumed by PUC for the years 2008
through 2012.

b) Please provide the annual inflation rate and the source for the 13% and 5.5%
projection for inflation for the five year period 2008-13 and two year period 2011-

2013.

PUC Response

See response to Board Staff — IR 4-Staff-28
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Exhibit 4 - Issue #4 - Employee Compensation

Board Staff — IR 4-Staff-29

Ref: Exh 4-2-3, Table 4-13

Ref: Filing Requirements For Electricity Transmission and Distribution Applications, June
28. 2012, Chapter 2.7.4, Employee Compensation Breakdown

The filing guidelines state that the applicant must complete Appendix 2-K in relation to
employee complement, compensation, and benefits....Where there are three or fewer
employees in any category, the applicant should aggregate this category with the category to
which it is most closely related.

PUC has patrtially completed Appendix 2-K.

Please complete Appendix 2-K by providing further details in the Number of Employees and
Average Yearly sections.

PUC Response

Following is the estimated management and union FTES:

2008
approved 2008 2009 2010 2011 2012 2013
Management 14 13.1 14.6 15.0 16.0 20.003 20.0
Union 61 53.2 63.7 66.0 66.0 67.046 67.0
75 66.3 78.3 81.0 82.0 87.049 87.0

SEC - IR 4-SEC-26
[4/2/3]

With respect to compensation costs:
a. P. 1. Please provide a full breakdown of all employees of PUC Services Inc., in the form
of the Board's Form 2-K, for all of the same years so that the Applicant’'s 2-K and the
total 2-K can be compared directly.

b. P.1. Please provide a full org chart for PUC Services Inc. as a while, and then a full org
chart for PUC Services Inc. including only the FTEs allocated to the Applicant.

c. Please provide the basis on which FTEs were allocated to the Applicant or to the other
affiliate activities.

d. P.2. Please provide the most recent actuarial report for PUC Services Inc.

e. P.3. Please provide a full breakdown of FTEs and compensation, including
components, into the categories required.
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f. P.3. Please provide a detailed list of the FTEs/positions added since the 66 FTE actual
in 2008, and for each position advise:
i. The basis for its approval (e.g. existed prior to 2008, approved in last
rebasing, requested for approval in this rebasing, added since 2008 in

addition to those approved, etc.)

ii. When the position was first filled, and any vacancies subsequent to it first
being filled.

PUC Response

a) PUC has provided a breakdown of employees in PUC Services below for 2012 unaudited
actuals. Prior year numbers for PUC Services are not readily available.
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Appendix 2-K
Employee Costs - PUC Services

Last Rebasing
Year (2008
Board-
Approved)
Reporting Basis CGAAP CGAAP CGAAP CGAAP CGAAP CGAAP CGAAP
Number of Employ (FTEs including Part.-Time)'
Executive
Management 39.00
Non-Union
Union [ 141
Total 150
Number of Part-Time Employees

Executive

Management

Non-Union

Union

Total - - - - - - -

Last Rebasing
Year (2008 2009 Actuals | 2010 Actuals | 2011 Actuals
Actuals)

2012 Bridge

2013 Test Year
Year

Total Salary and Wages

Executive

Management 5 4.189.430

MNon-Union

Union $ 9,824,138

Total $ - 5 - 5 - 5 - 5 - 5 14,013.568 | § -
Current Benefits
Executive
Management $ 914.074
MNon-Union
Union $ 5.163.531
Total 5 - 5 - $ - 3 - 5 - $ 6.077.605 | § -
Accrued Pension and Post R
Executive

Management

Non-Union

Union

Total 5 - 5 - 5 - 5 - 5 - 5 - 5 -
Total Benefits (Current + Accrued)
Executive

Management

MNan-Union

Union

m

914.074

5,163,531

e |ealenenlen
e |enlenen)en
mm;‘nmm
mm;‘nmm
e |ealenen)en

Total 6,077,605

Total Comp tion (Salary, Wages, & Benefits)

Executive

Management 5,103,504

MNon-Union

14,987.669
20,091,173

Union
Total
Compensation - Average Yearly Base Wages
Executive
Management
MNon-Union
Union

Total

Comp ion - Average Yearly Overtime
Executive
Management
Non-Union
Union

Total

Comp ion - Average Yearly Incentive Pay
Executive

Management

MNan-Union

Union

Total

Comp tion - Average Yearly B
Executive

Management

MNaon-Union

Union

Total

e |en|enlen e
e |en|en |en|en
cncnclncncn
cncnclncncn
e |en|en |en e

it

Total Comp

Total Compensation Capitalized
(CGAAP) $
Total Compensation Charged to OM&A
(CGAAP) 5 - - 5 - 5

e

5 - 5 - 5 - 3 - $ - 5 20091173 | 5 -
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b) PUC has filed with the interrogatory responses a full org chart for PUC Services Inc. including
only the FTEs allocated to the Applicant. The chart is included as Appendix H.

c) For the purposes of Table 4-13, Appendix 2-K, an estimate was made of the portion of time
an employee performs work for each of the affiliated companies. The actual allocation of costs
is based on employee time sheets for specific work performed in a day. The allocation
percentages as detailed in Exhibit 4 Tab 2 Schedule 4 are used to allocate shared work.

d) PUC has included the most current actuarial report below for PUC Services:
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PUC Services Inc.
ESTIMATED BENEFIT EXPENSE (CICA 3461)

FINAL

Discount Rate at January 1

Discount Rate at December 31

Withdrawal Rate

Assumed Increase in Employer Contributions

A. Determination of Benefit Expense

Current Service Cost

Interest on Benefits

Expected Interest on Assets
Past Service Cost/{Gain)
Transitional Obligation/(Asset)
Actuarial (Gain)/Loss

Benefit Expense

Calendar Year 2012

4.75%
3.85%
0.50%
actual

95,917
81,410

15,667

192,994

B. Reconciliation of Prepaid Benefit Asset (Liability)

Accrued Benefit Obligation (ABO) as at December 31

Assets as at December 31

Unfunded ABO

Unrecognized Loss/(Gain)

Unrecognized Past Service Cost/(Gain)
Unrecognized Transitional Obligation/(Asset)

Prepaid Benefit Asset (Liability)
Prepaid Benefit/(Liability) as at January 1
Benefit Income/(Expense)

Contributions/Benefit Payments by the Employer

Prepaid Benefit Asset (Liability)

1,941,322

(1,941,322)
170,345
125,333

(1,645,644)

(1,501,284)
(192,994)
48,633

(1,645,644)

* based on estimated employer benefit payments for those expected to be eligible for benefits

Page 166 of 247
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PUC Services Inc.
ESTIMATED BENEFIT EXPENSE (CICA 3461)

Discount Rate at January 1
Discount Rate at December 31
Withdrawal Rate

Assumed Increase in Employer Contributions

FINAL

Calendar Year 2012

4.75%
3.85%
0.50%
actual

C. Calculation of Component Items

Calculation of the Service Cost
- Current Service Cost

Interest on Benefits
- ABO at January 1

- Current Service Cost
- Benefit Payments

- Accrued Benefits

- Interest

Expected Interest on Assets
- Assets at January 1

- Funding

- Benefit Payments

- Expected Assets

- Interest

Expected ABO as at December 31
- ABO at January 1

- Current Service Cost

- Interest on Benefits

- Benefit Payments

- Expected ABQ at December 31

Expected Assets as at December 31
- Assets at January 1

- Funding

- Interest on Assets

- Benefit Payments

- Expected Assets at December 31

95,017

1,642,284
95,917
(24,317)

1,713,885
81,410

24317

(24,317)

1,642,284
95917
81410

(48,633)

1,770,978

48,633

(48,633)
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1/23/2013

PUC Services Inc.
ESTIMATED BENEFIT EXPENSE (CICA 3461)

FINAL

Calendar Year 2012

Discount Rate at January 1 4.75%
Discount Rate at December 31 3.85%
Withdrawal Rate 0.50%
Assumed Increase in Employer Contributions actual
D. Actuarial (Gain)/L.oss

(Gain)/Loss on ABO as at January 1

- Prepaid Benefit/(Liability) 1,501,284
- Unamortized (Gain)/Loss From Prior Year -

- Unamortized Past Service Cost/(Gain) From Prior Year 141,000
- Expected ABO 1,642,284
- Actual ABO 1,642,284
- (Gain)/Loss on ABO -
(Gain)/Loss on assets as at January 1

- Expected Assets -

- Actual Assets -

- (Gain)/Loss on Assets -
Total (Gain)/Loss as at January 1 -
10% of ABO as at January 1 164,228
Total (Gain)/Loss in Excess of 10% -
Expected Average Remaining Service Life (Years) 12
Minimum Amortization for Current Year -
Actual Amortization for Current Year -
(Gain)/Loss on ABO at December 31

- Expected ABO - December 31 1,770,978
- Actual ABO - December 31 1,941,322
- (Gain)/Loss on ABO 170,345
Unamortized (Gain)/Loss as at December 31 170,345
E. Amortization of Past Service Costs

Unamortized past service costs at beginning of period” 141,000
Period over which past service costs are to be amortized (years) 9
Actual amortization for current period 15,667
Unamortized past service costs as at end of period 125,333

* Past service cost as at December 31, 2008 due to amendments to post-retirement health benefits.
This past service cost is amortized over the estimated average remaining service period to full

eligibility of the active employees at December 31, 2008.
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e) Refer to IR 4-Staff-29

f) PUC has provided a detailed list of the FTEs/positions added since the 66 FTE actual in 2008
below.

FTE
Additons
since
2008 |Approved 2013
Position Department actual |in2008 |Added |Request |Total Driver
CDM officer Finance & General Admin 1 1 1|To attain mandated targets
Supervisor Billing Billing, Call Centre 0.56 0.56 0.56|To maintain customer service targets, TOU billing
Supervisor Customer Service |Billing, Call Centre 0.56 0.56 0.56|To maintain customer service targets, TOU billing
Increased reliance on integrated network for communications, smart meter
Network Admin Finance & General Admin 0.46 0.46 0.46|infrastructure, SCADA network, corporate billing and accounting
Business Systems Analyst  |Finance & General Admin 0.46) 0.46) 0.46|Increased reliance and complexity of corporate interprise software
Accounting Supervisor Finance & General Admin 0.46) 0.46) 0.46|Increased regulatory workload
Office Assistant - Operations |Finance & General Admin 0.46) 0.46 0.46|Increased regulatory workload, maintenance of equipment maintenance records
Line Planner Engineering, line workers, plant 2 1 1 2lincreased maintenance and capital workload
Forestry Tech Engineering, line workers, plant 1 1 1]increased maintenance and capital workload
Power Line Tech Engineering, line workers, plant 3 3 3lincreased maintenance and capital workload
Supervisor Safety Engineering, line workers, plant 0.46 0.46 0.46|Maintenance of safety focus
Electician P&M Finance & General Admin 0.46) 0.46 0.46|Required electrical maintenance resource
Maintenance Person Finance & General Admin 0.46 0.46 0.46|Maintenance of safety focus
Lead Hand Stations Engineering, line workers, plant 1 1 1|increased maintenance and capital workload
Substation Electrician Engineering, line workers, plant 1 1 1|increased maintenance and capital workload
Electric System Operator Engineering, line workers, plant 1 1 1|increased maintenance and capital workload
Protection & Control Engineer|Engineering, line workers, plant 1 1 1)increased maintenance and capital workload
Engineering Tech - Electric  |Engineering, line workers, plant 3 2 1 3|increased maintenance and capital workload
Smart meter tech Engineering, line workers, plant 1 1 1|utilization of smart meter data
GIS Tech Engineering, line workers, plant 1 1 1|increased maintenance and capital workload
CDM clerk Finance & General Admin 1 1 1|To attain mandated targets
21.34 8.56 10.78 2 21.34

VECC - IR 4-VECC-32

Reference: Exhibit 4, Tab 2, Schedule 2, pg. 11

a) Please complete Table 4-13 Appendix 2-K to show the number of employees (FTES)
in each of the categories.

b) Between 2008 and 2013 PUC has increased the number of FTEs it employs (from
affiliates or otherwise). Please provide a list showing the incremental FTEs since
2008 in each of the following categories:

i.  Engineering, Line workers, plant

i.  Billing, call center

iii.  Finance and general administration
iv.  Executive

c) Please explain for each category the drivers for the increase FTE.

d) Please provide the number of FTEs who are employed for electrical work only (e.g.
engineers, lineman, line supervisors etc.).



PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 170 of 247

PUC Response

a) Please refer to Board Staff — IR 4-Staff-29 above
b) Please refer to SEC — IR 4-SEC-26 above

C) Please refer to SEC — IR 4-SEC-26 above

d) The number of FTEs who are employed for electrical work only is 50.

VECC - IR 4-VECC-33

Reference: Exhibit 4, Tab 2, Schedule 3, pg. 1

a) Are there any direct employees of PUC?

b) Since PUC uses a service agreement with PUC Services how are increases to FTEs
requirements, capital budgets and other matters determined and approved by the
Utility?

¢) What due diligence has PUC Board of Directors undertaken to ensure the service
agreement with PUC Services is competitive and in the best interest of shareholders
and ratepayers?

d) What due diligence does PUC Board of Directors undertake to ensure that
incremental staff employed by PUC Services on PUC’s behalf are reasonable and
prudent?

PUC Response

a) PUC Distribution does not have any direct employees.
b) PUC Distribution’s budget is approved annually by the Board of Directors of PUC
Distribution.

¢) The annual budget is approved by the Board and the long term capital plan is reviewed
annually. Monthly customer bill impacts, costs per customer, staffing changes are
reviewed annually with the Board. Costs are passed to PUC Distribution with no
markup.

d) PUC Distribution’s Board approves the annual budgets and reviews the long term
capital plan. A discussion of the reasons for additional staff is undertaken at the time
the annual budgets are approved. Union staff costs are charged to PUC Distribution
based on the labour agreement.

Board Staff — IR 4-Staff-30

Ref: Exh 4-2-3, Table 4-13
From 2009 to 2010, PUC recorded an increase in 3 FTEs resulting in a total salary and wages
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increase of 11% or $526,441. This represents an average salary of $175,480 for each of the
three FTEs.

From 2011 to 2012, PUC recorded an increase in 5 FTEs resulting in a total salary and wages
increase of 14% or $750,155. This represents an average salary of $150,031for each of the
five FTEs.

Please provide a detailed explanation regarding the increase in both time periods above.

PUC Response

The following factors influenced the increase in salaries and wages in the years in question in
addition to the increased FTEs:

The labour contract includes general increases annually.

The FTEs were calculated as of December 31 of each year. If an employee is hired mid-year,
they would be included in the FTE at December 31 of that year but their full wages would not be
present until the following year.

Several of the Power Line Techs and Station Electricians were hired subsequent to the 2008 rate
application and therefore progressed through pay levels in addition to the general wage
increases. The difference from the entry level to the top level is approximately $11.00 per hour.

Board Staff — IR 4-Staff-31

Ref: Exh 4-2-2, Page 14

PUC states that the position of Supervisor of Safety and Environment was added on a shared
basis to focus on maintaining a safe working environment and accounting staff to maintain
pace with regulatory issues.

a) Please identify the affiliate with which PUC is sharing the supervisor position.

b) Please provide a detailed description of this position including the number of employees
the Supervisor will be managing.

c) What percentage of time is being allocated to PUC for this position?

PUC Response

a) The Supervisor of Safety and Environment is shared with PUC Services Inc. and the
Public Utilities (Water) Commission.

b) A detailed description of the position is included below. The supervisor of Safety and
Environment manages 3 employees.

Responsibilities and Duties

Conducts administrative and management activities such as:
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e Through research, develops and implements health and safety training programs;

e Administers and further develops corporate loss control program as it pertains to
health, safety and environment including incident investigation, environmental liability
management, including corporate compliance with applicable legislation and general
building maintenance;

e Maintains corporate records and documentation as they apply to areas of
responsibility for health and safety reporting to the Joint Health and Safety
Committee and the Manager, Safety and Environment;

e Conducts audits of the health and safety and the environment programs and
recommends changes and updates for the continued compliance and improvement
of programs;

¢ Monitors the work environment for compliance and follow-up to ensure compliance
with health and safety legislation and regulations as well as corporate policies and
programs;

¢ Monitors health and safety compliance through workplace inspections and crew visits
and initiates corrective action, in conjunction with the Department Manager and the
Manager, Safety and Environment;

e Investigates incidents, as requested by the Manager, Safety and Environment, and
recommends the implementation of approved work procedures (i.e. including
suspension of work operations on the job site, ensuring approved work procedures
being employed, etc.) and may advise managers/supervisors of their legal reporting
responsibilities;

e Acts as a resource to staff on technical issues related to the area of responsibility
with respect to the interpretation, administration and application of legislation,
regulations and corporate policies;

e Monitors the effectiveness of and maintains building fire protection systems, building
security system;

e Develops and implements building security policies and procedures, performs
security audits, maintains, and when necessary, upgrades the security system;

o Liaises with others to obtain up-to-date health and safety and environment
information, trends and resources to ensure compliance;

e Conduct Risk Management studies through investigation, collection and analysis of
data and recommend courses of action;

e Supervises building and grounds maintenance programs including summer students,
contract and staff administration.

¢) The percentage of time is being allocated to PUC Distribution for this position is 46%.
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Energy Probe — IR 4-EP-18
Ref:  Exhibit 4, Tab 2, Schedule 3

a) Has the Union increase of 3% for 2013 been reflected in the 2013 revenue requirement,
or has PUC used some other escalator for regulatory purposes?

b) What have been the executive/management increases in 2009 through 2012? What is
the forecast included in the 2013 revenue requirement, and how much does this
represent on a dollar basis?

c) Please update Table 4-13 to reflect actual data for 2012.

d) What is driving the significant increase in management costs between 2011 and 2012 as

shown in Table 4-137?

PUC Response

a) PUC has included a 2% union increase in the 2013 revenue requirement. The 2% is
based on 2/3" of the annual 3% increase since the increase is effective May 1, 2013.

b) The executive/management increases in 2009 to 2012 have been the same as the union

increases.

2009 3%

2010 2.9%

2011 2.8%

2012 3.0%

2013 3.0% prorated as of May 1 (2%)

The increase represents approximately $120,000 over prior year budget.

¢) PUC has provided below Table 4-13 (Appendix 2-K) to include 2012 Actuals
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Last Rebasing

2010 Actuals

2011 Actuals

2012 Bridge

2013 Test Year
Year

Reporting Basis

CGAAP

CGAAP

CGAAP CGAAP

M h

of Employees (FTEs including Part-Time)'

Executive

Management

Mon-Union

Union

Total

81

82

G4 a7

N h

of Part-Time Employees

Executive

Management

Mon-Union

Union

Taotal

Total Salary and Wages

Executive

Management

€

§ 1435862

1.403.165

$ 1.620.148 | § 1.917.059

Mon-Union

Union

£

$  3.715.199

3,773,232

$ 3.959.399 | § 4,130,942

Taotal

]

3 5.151.061

5.176.397

] 5579547 [ § 6.048.001

Current Benefits

Executive

Management

5

&

5 173,383

401,050

§ 389.914 | § 429 613

Mon-Union

Union

5

£

$  1.496.661

1,620,866

§ 1,970,824 | § 1.617.450

Total

5

&

$ 1.670.044

2.021.916

5 2,360,737 [ 5 2,047,063

Accrued Pension and Post-Retirement Be

nefits

Executive

Management

Mon-Union

Union

Total

)

Total Benefits (Current + Accrued)

Executive

Management

173.383

401.050

389.914 429,613

Mon-Union

Union

1.496.661

1,620,666

1,970,624 1.617.450

Taotal

eafen|enlen(en
ealen|enlenlen

1.670.044

eafen|enlen(en

2.021.916

ealen|enlen|en
eafen|enlen(en

2.360.737 2.047.063

Total Comp tion (Salary, Wages,

Executive

IManagement

1.609.245

1.604.215

2.010.062 2.346.672

Mon-Union

Union

5,211,860

5,394,098

5,930,223 5,748,392

Total

5
5
5
5
5
& Be
5
5
5
5
5

& |en|en|ene
e |ea|en|en|en

6.821.105

& |en|en|ene

7.198.313

e |en|enlenen
& |en|en|ene

7.940.285 8,095,064

Comp tion - Average Yearly Base Wages

Executive

Management

Mon-Union

Union

Total

C ion - Average Yearly Overtime

p

Executive

Management

Mon-Union

Union

Taotal

Comp ion - Average Yearly |

ive Pay

Executive

IManagement

Mon-Union

Union

Total

C tion - Average Yearly Benefits

p

Executive

Management

Mon-Union

Union

Total

Total C ti

§

§ 6.821.105

]

7.198.313

3 7.940.285 8.095.064

p

Total Compensation Capitalized
(CGAAP)

5

§ 2505619

&

2,764,978

Qm
.

_

§ 2.785.158

Total Compensation Charged to OM&A
CGAAP

Total Compensation Capitalized
(MIFRS)

Total Compensation Charged to OM&A
(MIERS)

4315 486

////////////////////////////

$

4.433.335

2,764,978

5. 155 127

5 2,582 384

4.433.335

5 5.612.680
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d) The increase in management costs between 2011 and 2012, in addition to the
general increase and progression through job class levels, are a result of the
addition of the following positions in 2012 or mid-year 2011.

Business Systems Analyst
Smart Meter Systems Analyst
Customer Service Supervisor
CDM Officer

Protection and Control Engineer
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Exhibit 4 - Issue #5 - Software Costs

Board Staff — IR 4-Staff-32

Ref: Exh 4-2-2. Page 14
PUC states that the new integrated software was implemented subsequent to 2008 which has
increased the annual software maintenance fees.

a) Please provide a breakdown of the annual software maintenance fees for 2008
through 2013.

b) Please comment on all variances greater than $100,000.

PUC Response

a) Software maintenance fees included in account 5610 are as follows:

2008 $0
2009 $0
2010 $0
2011 $0
2012 $16,456
2013 $17,000

b) There are no variances greater than $100,000.

SEC - IR 4-SEC-22
[4/2/2, p.6]

Please explain why the “new enterprise software” is owned by the affiliate. Please provide details
of the charges to the Applicant for the use of that software each year since its implementation,
and how those charges were calculated. Please provide the actual calculations. Please provide
details of the costs to the affiliate for that software, including all tax impacts, for each year since
its implementation, and the amounts charged for its use to each of the other entities in the
affiliated group.

PUC Response

The “new enterprise software” is owned by the affiliate as it is used by the other PUC affiliates in
addition to PUC Distribution Inc. Please see Board Staff IRR#32 for details of charges to the
affiliate as well as the calculation of charges to PUC Distribution. PUC Services pays 100% of
these software charges (including capital and OM&A) and subsequently allocates these charges
to the entities it services (including PUC Distribution Inc.) using the shared services method
described at Exhibit 4-Tab 2-Schedule 4.
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Exhibit 4 - Issue #6 - Shared Services

Board Staff — IR 4-Staff-33

Ref: Exh 4-2-4, Page 3

PUC states:

In preparation for the 2008 cost of service rate filing, and in response to the concerns
expressed by the Board in its Decision and Order regarding PUC’s 2006 rates, a consultant
was engaged to review processes related to charging of shared services costs to the affiliated
companies from PUC Services. RDI Consulting Inc.’s Full Absorption Cost Allocation Report
was filed with PUC’s 2008 cost of service rate application.

a) Have there been any updates since the report was completed? If so, please file the
updates.

PUC Response

a) PUC has not had any updates to the Full Absorption Cost Allocation Report. The only
change in the allocation method from the RDI report commenced in the 2012 bridge
year. Commencing in 2012 no portion of the administrative expenses has been
allocated to capital as per OEB directives.

Board Staff — IR 4-Staff-34

Ref: Exh 4-2-4, Page 4
a) Please provide further explanation regarding the allocation of administrative
services to PUC Services Inc. Specifically, comment on what administrative
services are being allocated to PUC Services Inc. and how the allocation
percentage of 16.41% was determined.

b) Please provide the same table as displayed at the above reference for the years
2008 through 2012.

PUC Response

a) Administrative services that are being allocated to PUC Services Inc.:

accounting, human resources, payroll, accounts payable, information technology,
customer communications, mail room services, safety services and building maintenance.

The RDI report recommended a “labour effort based approach” be utilized to allocate
administrative and general costs to the respective business. Inputs recommended by RDI
to be used to determine the percentage were union and management labour hours and
estimates of externally contracted labour hours. The total labour hour base attributable to
PUC Services is 16.41% of the total hour base of the affiliates.
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b) The billing, collections and customer service allocation for 2008 to 2012 has not changed.

Allocator PUC PUC PUC PUC Public Utilities | Total
Distribution | Services Telecom Energy Commission
Billing # of Customers 56% 44% 100%
Collections # of Customers 56% 44% 100%
Customer # of Customers 56% 44% 100%
Service

Admin allocations 2008 to 2012

Allocator PUC PUC PUC PUC Public Total
Distribution Services Telecom | Energy Utilities
Commission

Admin 2008 Labour related effort | 43.83% 15.37% .66% 17% 39.97% 100%

Admin 2009 Labour related effort | 43.83% 15.37% .66% A17% 39.97% 100%

Admin 2010 Labour related effort | 45.67% 17.00% .69% .03% 36.61% 100%

Admin 2011 Labour related effort | 44.94% 17.55% .23% 0% 37.28% 100%

Admin 2012 Labour related effort | 45.71% 16.41% 0% 0% 37.88% 100%

Board Staff — IR 4-Staff-35

Ref: Exh 4-2-4, Page 5

Ref: Filing Requirements For Electricity Transmission and Distribution Applications, June
28, 2012, Chapter 2.7.5, Pricing Methodology

The filing requirements at the above reference states that:

Pricing Methodology includes approaches such as cost-base, market-base, tendering, etc. The
applicant must provide evidence demonstrating the pricing methodology used. The applicant
should also provide a description of why that pricing methodology was chosen, whether or not it
is in conformity with ARC, and why it is appropriate.

At the above reference, PUC indicated the pricing methodology used as “Cost — no
markup”.

Please provide a description of why that pricing methodology was chosen and whether or not it
is in conformity with ARC, and why it is appropriate.

PUC Response

The pricing methodology used by PUC Services to charge PUC Distribution is cost-based.
Labour, material, equipment operating costs (including a depreciation charge) and outside
purchases required to perform distribution work are charged to PUC Distribution at cost. A
portion of the administrative costs are also charged at cost. The determination of the
allocation percentages used to charge administrative costs is documented elsewhere in the
rate application. Also included in the equipment cost is the cost of capital at the utility’s
approved weighted average cost of capital. The result is that PUC Distribution is charged no
more than if all staff was employed by PUC Distribution and purchases were made directly.
However synergies are realized through the sharing of administrative resources with the
affiliates which results in a favourable administrative expense per customer when compared to
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other LDCs.

PUC Distribution believes that the affiliate service agreement provides the lowest cost to
distribution customers in conformity with the Affiliate Relationships Code.

Board Staff — IR 4-Staff-36

Ref: Exh 4-2-4, Page 5, Table 4-14
In the above referenced table, the 2009 actuals shows a percentage of corporate costs

allocated from PUC Services Inc. to PUC of approximately 30% for services offered under
administrative accounts 5605-5635, 5665 and 5675.

In 2012 and 2013, the percentage of corporate costs allocated for the same services offered
increased to approximately 46%.

Please comment on the increase in allocation from 2009 to 2013.

PUC Response

PUC Distribution’s share of administrative expenses was not apportioned to capital in 2012 and
2013. PUC Distribution’s total share is consistent over the period listed below.

To Admin To Capital Total
2009 30.10% 13.73% 43.83%
2010 30.79% 14.88% 45.67%
2011 29.36% 15.88% 45.24%
2012 45.71% 0% 45.71%
2013 45.71% 0% 45.71%

Board Staff — IR 4-Staff-37

Ref: Exh 4-2-4. Page 5
At the above reference, PUC states:

PUC Distribution Inc. performs no services it shares with affiliates.
However, in Exh 3-3-2, Page 5, PUC states:

Rent from Electric Property — Account 4210 - $1,359,714

In prior years PUC Distribution shared facilities that were owned by an affiliate (PUC Services).
The new integrated service centre/office building is owned by PUC Distribution to take
advantage of lower interest rates available to the LDC. The increased revenue is to charge
PUC Services for the use of the new facility.

a) Please complete a Table 4-14 for all affiliates or non-affiliates that occupy the new
integrated service centre/office building.
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b) Please explain the pricing methodology chosen and a detailed explanation how the
charges were determined.

PUC Response

a) The PUC Distribution building is shared with the affiliates. PUC Distribution charges PUC
Services for 54% of the building cost. PUC Services retains a portion of the 54% of costs
and allocates a portion to the Water Utility. The remaining 46% (as per the administrative
allocations) remains in PUC Distribution.

PUC PUC Public
Distribution Services Utilities
Commission
Share of 46% 16% 38%
Cost

b) The pricing is at cost and is based on a depreciation charge and cost of capital charge.
The same methodology was used in the 2008 approved rates to determine the charges
from PUC Services to PUC Distribution.

Cost of Capital

Building Cost $23,500,000
Per 2012 OEB Cost of Capital Parameters
Effective May 1, 2012
Rate Debt/Eq Return
2.08% 4.0% 0.08%
4.41% 56.0% 2.47%
9.12% 40.0% 3.65%
100.0% 6.20%
Tax Rate 26.50%
Cost of Capital 8.44%
8.44% Cost of Capital

$ 23,500,000.00
S 1,982,568.71

NBV
cost of capital to be allocated

Depreciation Charge
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Building Cost $23,500,000
Useful life 50
Annual Depreciation Charge $470,000
Total to be charged to PUC Services
S

Cost of Capital 1,982,568.71
Depreciation Charge $470,000

$2,452,569

Less PUC Distribution portion @ 46.29%

$2,452,569 — ($2,452,569 x 46.29%) = $1,317,275.66

Energy Probe — IR 4-EP-20

Ref:  Exhibit 4, Tab 2, Schedule 4

a) Does PUC Services have any employees that qualify for the Ontario apprenticeship
training tax credit, the federal job creation tax credit and/or the Ontario co-operative
education tax credit? If yes, please indicate the total tax credits claimed in 2011 and the

forecast for 2013.

b) How are the reduced costs associated with

these tax credits passed through to PUC

Distribution to ensure the true costs are reflected in the transfer prices?

PUC Response

a) PUC Services had 4 employees that qualify
credit in 2011. The total tax credits claimed

for the Ontario apprenticeship training tax
in 2011 was $40,000. The total tax credits

forecast in the 2013 test year is $60,000 and offset in labour costs.

b) The tax credits were transferred to miscellaneous income in PUC Distribution in Account

4390 — Miscellaneous non-operating revenue.

SEC - IR 4-SEC-27

[4/2/4]
With respect to affiliate charges and shared services:

a.

P.1 Please provide all current service agreements with any affiliated entity to which the

Applicant is a party. If any of those agreements is dated after January 1, 2011, please
provide the immediately preceding agreement as well.
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b. P. 1. Please provide a full breakdown of all costs of PUC Services Inc., by category (in at
least as much detail as Tables 4-3 to 4-7, but including all costs, not just allocated OM&A
costs), and show how each of those costs is allocated, by dollar, between the members
of the affiliated group. Please provide this breakdown for each of 2011, 2012, and 2013.
For each of the lines, please identify the cost driver used. If there are any differences
between these allocations and the figures of the Applicant in this Application, please
provide explanations of those differences. Please ensure that the breakdown includes a
table that shows, for each cost:

i) The nature of the cost being shared, allocated or charged,
i) The total amount of the cost before sharing, allocations, or charges,
iii) The amounts allocated to, shared by, or charged to each of the other affiliated
entities, and the basis for the allocation, sharing or charge, and
iv) An explanation of any unusual increases or decreases in any of these amounts
from the prior year.

C. P. 1. Please provide copies of all invoices (with supporting documentation) to the
Applicant from any affiliate for the period from January 1, 2011 to date.

d. P. 1. Please provide copies of all receivables reports and payables reports exchanged
between the Applicant and any of its affiliates in 2012.

e. P. 1. Please provide a full breakdown, by source and by type, of all revenues of PUC
Services Inc. for each of 2011, 2012, and 2013.

f. P. 3. Please re-file the RDI Consulting Inc. report in this proceeding, and provide any
updates or changes to that reports that have taken place since it was first filed with the
Board.

g. P. 8. For each of the new positions referred to in this variance analysis, please provide

any reports, memos, presentations, or other documents dealing in whole or in part with
the justification for the new position.

PUC Response

a) PUC has included the management agreements as Appendix |.

b) PUC has provided a breakdown of the costs below:
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01
Direct
01 Distribution | Charge to

OFBAcct  |PUCServices |Distribution $|Distribution%| Water$ |Water%)| Services$ |Services%| 2011 | Distribution Allocator Direct Charges to Distribution
5315 753,766.29| 422,109.12 56.00% 44.00% 0.00%| 526,533.00 | 104,423.88 [#of customers billing s/w and EBT hub
5320 193,396.55 |  108,302.07 56.00% 44.00% 0.00%| 122,487.00 | 14,184.93 |# of customers direct labour charges, rate of retum, asset charge
5320* 150,468.20 | 111,346.47 74.00% 26.00% 0.00%| 15440400 | 43,057.53 [Relative bad debt w/os |direct labour charges, rate of return, asset charge
5405 BLB| 738N 56.00% 44.00% 0.00%|  79,506.00 | 5,623.66 |# of customers direct labour, cost of capital, asset charge
5410 531,974.80 | 297,905.89 56.00% 44,00% 0.00%| 382,349.00 | 84,443.11 |# of customers direct labour charges, cost of capital, asset charge, advertising
5605 373,326.63 | 109,608.70 29.36% 26.25% 15.84%| 149,723.00 | 40,114.30 |FTE work effort direct labour charges and registrations
5610 754,181.39 | 221,427.66 29.36% 26.25% 15.80%| 260,858.00 | 3943034 |FTE work effort registration, travel, cost of capital, asset charge
5615 95775473 | 281,196.79 29.36% 26.25% 15.84%| 320472.00| 39,275.21 |FTE work effort directlabour charges
520 642,335.45 | 188,589.69 29.36% 26.25% 15.84%|  261,662.00 | 73,072.31 |FTE work effort letter of credit charge, cost of capital, asset charge
530 799188 7281042 29.36% 26.25% 15.80%| 8228400 | 9,473.58 |FTEwork effort legal fees, cost of capital, asset charge
5635 3045.25( 894166 29.36% 26.25% 15.80%|  64309.00| 5536734 |FTEwork effort insurance
5665 416900 1,20405 29.36% 26.25% 15.80%|  157,379.00 | 156,154.95 |FTE work effort direct labour charges and assoc dues
5675 1,075,608.36 | 315,798.61 29.36% 26.05% 15.84%| 343,458.00 | 27,6593 |FTE work effort Cost of capital and asset charge

584736138 2,213,143.46 2,905,424.00  692,280.54




PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 184 of 247

2012
Direct
2012 Distribution | Charge to
OEB Acct PUC Services |Distribution $|Distribution % Water$  |Water %| Services $ |Services % Bridge Yr [ Distribution Allocator Direct Charges to Distribution
4210 -$10,000.00
4325 -$610,000.00)
4326 -$1,983,845.01
4327 -$7,897,363.39
4328 -$3,119,224.52)
4329 -$317,640.79)
4380 $2,548.38]
4390 -$5,000.00]
4405 -$1,500.00)
5005 $0.00
5060 $205,658.19
5165 $231,310.70)
5170 $6,473.38]
5193 $648,020.68|
5196 $2,246,040.22|
5197 $90,069.45|
5198 $53,523.58
5199 $601,952.70)
5200 $66,945.97
5202 $8,297.34
5207 $9,853.12]
5208 $576.63)
5209 $9,132.18]
5211 $39,906.42]
5213 $707.55
5214 $0.00
5216 $8,657.06)
5217 $13,967.77
5218 $8,304.33
5220 $2,888.19)
5221 $6,659.39]
5222 $155,345.42|
5223 $6,780.34]
5224 $418,847.27|
5225 $1,507.32]
5226 $147.16|
5227 $15,380.06)
5231 $21,464.94
5232 $20,275.25
5233 $43,510.73]
5315 $810,911.79|  $454,110.60 56.00%| $356,801.19| 44.00% $0.00) 0.00%| $515,879.00] $61,768.40|# of customers billing s/w and EBT hub
5320 $426,719.52 $238,962.93 56.00%| $187,756.59| 44.00% $0.00 0.00%| $249,848.00] $10,885.07|# of customers direct labour charges, rate of return, asset charge
5405 $157,258.87| $88,064.97| 56.00%|  $69,193.90| 44.00% $0.00 0.00% $88,065.00| $0.03|# of customers direct labour, cost of captil, asset charge
5410 $689,165.55[  $385,932.71 56.00%| $303,232.84| 44.00% $0.00 0.00%)| $456,820.00] $70,887.29|# of customers direct labour charges and advertising
5510 $250,957.46) $0.00 0.00%) $0.00|  0.00%] $250,957.46] 100.00% $0.00
5605 $301,232.42|  $137,693.34] 45.71%| $114,106.84| 37.88%| $49,432.24| 16.41%| $195,181.00| $57,487.66|FTE work effort direct labour charges and registrations
5610 $1,023,208.29]  $467,708.51, 45.71%| $387,591.30] 37.88%|$167,908.48]  16.41%| $475,415.00  $7,706.49|FTE work effort registration and travel
5615 $786,836.81]  $359,663.11 45.71%| $298,053.78| 37.88%[$129,119.92]  16.41%| $369,238.00]  $9,574.89|FTE work effort direct labour charges
5620 $766,427.93|  $350,334.21] 45.71%| $290,322.90| 37.88%| $125,770.82] 16.41%| $407,906.00| $57,571.79|FTE work effort letter of credit charge
5630 $320,745.62|  $146,612.82 45.71%| $121,498.44| 37.88%| $52,634.36) 16.41%| $179,779.00| $33,166.18|FTE work effort legal fees
5635 $16,346.14] $7,471.82 45.71% $6,191.92| 37.88%| $2,682.40| 16.41% $68,243.00]  $60,771.18|FTE work effort insurance
5665 $5,265.00] $2,406.63| 45.71% $1,994.38| 37.88%| $863.99 16.41%|  $104,382.00| $101,975.37|FTE work effort direct labour charges and assoc dues
5675 $963,138.70|  $440,250.70 45.71%| $364,836.94| 37.88%| $158,051.06) 16.41%|  $440,251.00 $0.30[FTE work effort
5705 $1,625,299.78|
6030 $532,638.00)
6035 $108,467.88|
6110 $0.00)
6206 $783.55
Grand Total ~ -$214,418.68 $3,551,007.00
2013
Direct
2013 Distribution | Charge to
OEBAcct  |PUC Services | Distribution $|Distribution %[ Water$ [Water %| Services $ |Services % TestYr Distribution Allocator Direct Charges to Distribution
5315 809,133.96 453,115.02 56.00% 44.00%)| 0.00%| 547,559.12 94,444.11 |# of customers billing s/w and EBT hub
5320 438,166.89 245,373.46 56.00% 44.00%)| 0.00%| 273,697.92 28,324.46 |# of customers direct labour charges, rate of return, asset charge
5405 160,404.06 89,826.27 56.00% 44.00%| 0.00%) 96,259.42 6,433.15 [# of customers direct labour, cost of capital, asset charge
5410 707,280.77 396,077.23 56.00%) 44.00% 0.00%| 499,960.74 | 103,883.51 [# of customers direct labour charges, cost of capital, asset charge, advertising
5605 286,767.61 131,081.47 45.71%| 37.88%) 16.41% 190,953.15 59,871.68 |FTE work effort direct labour charges and registrations
5610 1,041,862.11 476,235.17 45.71%| 37.88%) 16.41%| 517,843.33 41,608.16 |FTE work effort registration, travel, cost of capital, asset charge
5615 807,016.30 368,887.15 45.71% 37.88% 16.41%| 402,071.36 | 33,184.21 |FTE work effort direct labour charges
5620 782,935.99 357,880.04 45.71%)| 37.88%) 16.41%|  437,091.45 79,211.41 |FTE work effort letter of credit charge, cost of capital, asset charge
5630 330,999.78 151,300.00 45.71%)| 37.88%) 16.41% 191,498.07 40,198.07 |FTE work effort legal fees, cost of capital, asset charge
5635 16,598.67 7,587.25 45.71%)| 37.88% 16.41% 72,427.69 64,840.44 |FTE work effort insurance
5665 5,250.49 2,400.00 45.71%)| 37.88% 16.41% 97,382.39 94,982.39 |FTE work effort direct labour charges and assoc dues
5675 1,431,382.17 654,284.79 45.71%) 37.88% 16.41%) 654,284.79 0.00 |FTE work effort
6,817,798.80  3,334,047.86 3,981,029.44  646,981.58

¢) Invoices are not prepared for affiliates. The entry directly goes to the G/L monthly for allocation
of shared costs.

d) Invoices are not prepared for affiliates. The entry directly goes to the G/L monthly for
allocation of shared costs.



PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 185 of 247

e) PUC has provided below the breakdown of source and type of revenues of PUC Services Inc.

2011 2012 2013

Management

Fees $8,105,775 | $7,849,213 | $10,741,737 | Affiliates - PUC Distribution, Public Utilities Commission
City of SSM, various municipalities along Hwy
17 East, Espanola Hydro, Algoma District
Services Admin Board, Algoma District School
Board, Huron Superior Catholic School Board,

Contract Airport Water Supply, Prince Township

Services $4,935,833 | $4,730,339 | $4,610,760 | Community Centre

Streetlights $608,000 $545,302 $650,000 | City of SSM

Miscellaneous $229,478 $138,673 $146,000

Generation $63,664 $224,839 $662,700

$13,942,750 $13,488,366 $16,811,197

f) PUC has included the RDI consulting Inc. report as Appendix F. PUC does not have any
updates or changes to the RDI report.

g) PUC has provided any reports, memos, and presentations dealing in whole or in part with the
justification for the new positions as Appendix K — Reports, Memos and Justification for new
positions.

Exhibit 4 - Issue #7 - Purchases from non-affiliates

Board Staff — IR 4-Staff-38

Ref: Exh 4-2-4, Page 3

a) Regarding the purchase of non-affiliate services, did PUC obtain any of them
without a competitive tender?

b) If the response to (a) is affirmative, please provide a summary of the nature of the
product or service that is the subject of the transaction and a description of the
specific methodology used in determining the vendor (including a summary of the
tendering process/cost approach, etc.).

PUC Response

a) PUC did obtain some services from non-affiliates without a competitive tender.

b) All purchases are in compliance with PUC’s procurement policy included in Exhibt 4,
Tab2, Schedule 5. A service may be purchased without a competitive tender for the
following reasons:

e there is only one local vendor
e (uotes were obtained
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e the service was immaterial
Board Staff — IR 4-Staff-39

Ref: Exh 1-1-13, Page 1
PUC states the following:

PUC Services also provides services to entities outside the affiliated group - water treatment,
wastewater treatment, and billing and customer care services under a number of contracts.
These services are provided at rates negotiated between the parties, but in all cases are on
a for-profit basis.

Board staff notes that water treatment and waste water treatment entities are included in the
corporate entities relationship chart.

Please clarify how these entities are classified as “outside the affiliated group”?

PUC Response

The water treatment and waste water treatment entities are not considered outside the affiliated
group. The sentence should have read, “PUC Services also provides services to entities outside
the affiliated group, water treatment and wastewater treatment.....”

PUC Services provides general management and customer care services to Espanola Regional
Hydro Distribution Corporation. PUC Services operates two waste water treatment plants under
contract including Blind River, Echo Bay, Desbarats, Township of North Shore, Sault Ste. Marie
Airport, the Algoma District School Board, the Huron Superior Catholic School Board, and
Richards Landing.

SEC - IR 4-SEC-28

[4/2/5]
Please provide details of the roles of PUC Services Inc. and the Applicant in procurement.

PUC Response

PUC Services does procurement for PUC Distribution in accordance with the policy as part of the
administrative functions.
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Exhibit 4 - Issue #8 — LRAM and LRAMVA

Board Staff — IR 4-Staff-40

Ref: Exh 4-2-8, Page 1
Ref: Additional Information, December 4, 2012, pages 2-88, LRAM and LRAMVA

In PUC'’s application, it proposed to defer the recovery of any lost revenues from conservation
and demand management (“CDM”") programs in 2011 until its next rate application.

On December 4, 2012, PUC filed additional information in response to a request from Board
staff. PUC is now proposing to recover a total of $178,871 in lost revenues consisting of
$141,118 from the persisting lost revenues in 2011 from 2005-2010 CDM programs, and
$37,753 from lost revenues in 2011 from 2011 CDM programs. PUC has requested a one-
year recovery.

Board staff will be referring to the persisting lost revenues from PUC’s 2005-2010 CDM
programs as the LRAM amount and the lost revenues from PUC Distribution Inc.’s 2011 CDM
programs as the LRAMVA amount.

LRAM
a) Please discuss if PUC is open to recovering its persisting lost revenues from January
1, 2012 to April 30, 2012 from 2005-2010 CDM programs at this time.

b) Please confirm that the persisting lost revenues from January 1, 2012 to April 30, 2012
from 2005-2010 CDM programs is $32,459 which includes $159 in carrying charges.

c) Please update Table 4 — Summary of 2011 LRAM claim on page 7 of 97 to also
include the persisting lost revenues from January 1, 2012 to April 30, 2012 from 2005-
2010 CDM programs.

d) Please update Table 14 — LRAM Rate Rider Calculations on page 88 of 97 to include

the persisting lost revenues from January 1, 2012 to April 30, 2012 from 2005-2010
CDM programs.

LRAMVA

e) Please provide a reference or provide supporting documentation for where PUC found or
calculated the net kWh savings shown in Table 7 — General Service <50 kW 2011 Net
kWh Savings on page 53 of 97 for the Efficiency: Equipment Replacement program of
108,666 kWh.

f) Please provide a reference or provide supporting documentation for where PUC found
or calculated the net kW savings shown in Table 9 — General Service > 50 kW 2011
Net kW Savings on page 54 of 97 for the Efficiency: Equipment Replacement (from
C&l program schedule) program of 1,308 kW.
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g) Please update Table 14 — LRAM Rate Rider Calculation and provide separate rate rider
calculations for both the LRAM amount (for persisting lost revenues from 2005-2010

CDM Programs) and the LRAMVA amount (for lost revenues from 2011 CDM programs).
With respect to the LRAM amount (for persisting lost revenues from 2005-2010 CDM
programs), please provide two LRAM rate riders amounts, one inclusive of persisting lost
revenues from January 1, 2012 to April 30, 2012 and one exclusive of persisting lost
revenues from January 1, 2012 to April 30, 2012.

PUC Response

a)

b)

PUC is open to recovering its persisting lost revenues from January 1, 2012 to April 30,
2012 from 2005-2010 CDM programs at this time. Although PUC has not made the
changes in the interrogatory responses.

PUC confirms the persisting lost revenues from January 1, 2012 to April 30, 2012 from
2005-2010 CDM programs is $32,459 which includes $159 in carrying charges.

PUC has revised Table 4 to include the persisting lost revenues from January 1, 2012
to April 30, 2012 from the 2005-2010 CDM programs of $32,459 as requested in b)
above and 2005-2010 CDM programs with persisting losses in 2011 of $102,281 for a
total of $134,740. PUC notes in the Board’s IR it states the lost revenues consisting of
$141,118 from the persisting lost revenues in 2011 from 2005-2010 CDM programs. As
an oversight PUC included the incorrect amount in the Table 14 of the additional
information. The correct claim for pre-2011 CDM activities related to the persistence of
CDM activities form 2005 through 2010 occurring in 2011 is $102,281 not $141,118.

Table 4 — Revised Summary of 2011 LRAM claim (including January 1, 2012 to April 30, 2012)

Residential General Service| General Service
<50 > 50

Programs Total
2005 programs 50 50 50 30
2006 programs 512,751 50 50 512,751
2007 programs 534,318 50 50 534,318
2008 programs 541,412 529 52,185 543,630
2009 programs 514,203 5850 54,231 519,384
2010 programs 58,701 512,600 51,684 523,075
Subtotal 5111476 513,579 55,104 5133,15%
Carrying charges 51,324 5161 596 51,581
Total $112,800 $13,740 58,200 $134,740
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d) PUC has updated Table 14 to include the LRAM rate Rider calculations to include
the persisting lost revenue from January 1, 2012 to April 30, 2012 from 2005-2010
CDM programs.

} } 3 General Service » _
Residentia General Service <50kW ) ota
S0kW
Pre 2011 and Jan.1, 2012 to
April 30, 2012 - LRAM 2005
. ) 111,476 13,579 8,104 133,159
to 2010 program with
persisting losses (5)
Carrying LRAM (5] 1324 161 96 1581
Sub Tota 112 800 13,740 8,200 134,740
Annual Volume (2013
339,164,253 101,760,560 625,708
Forecast)
Charge Parameter kwh kwh kW
Rate Rider for LRAM 0.0003 0.0001 0.0131
2011 LRAMVA (5] 12,804 12,203 11,734 36,741
Carrying Charges LRAMWVA
353 336 323 1012
i5)
Sub Tota 13,157 12,539 12,057 37,753
Annual Volume (2013
339,164,253 101,760,560 625,708
Forecast)
Charge Parameter kwh kWh kwy
Rate Rider for LRAMVA 0.0000 0.0001 0.0193
Total LRAM and LRAMVA 172,493
e) &f)

PUC analyzed the number of applications by rate class and determined 85% related to
the General Service >50 and 15% related to the General Service < 50 customers. PUC
applied the ratios to the net savings identified for the program in the 2011 Final Annual
Report Data issued by the OPA. Therefore, calculating kWh savings for General Service
<50 is 0.15*724,440 = 108,666.

The same approach was used to determine the net kW savings for General Service >50
achieved from the Efficiency: Equipment Replacement program thus .85*128*12 = 1,308.
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g) PUC updated Table 14 below to provide separate rate riders for both the LRAM
amounts (for persisting lost revenues from 2005-2010 CDM programs) and the
LRAMVA amount. PUC included 2 LRAM rate rider amounts, one inclusive of
persisting lost revenues from January 1, 2012 to April 30, 2012 and one exclusive of
persisting lost revenues from January 1, 2012 to April 30, 2012.

Residentia General Service <S0kW General service > Tota
EE S0KW
Pre 2011 and Jan.1, 2012 to
April 30, 2012 - LRAM 2003 111,476 13,579 8,104 133,159
to 2010 program with ’ ’ ! ’
persisting losses (5]
Carrying LRAM (5] 1324 161 96 1581
Sub Tota 112 800 13,740 8,200 134,740
Annual Volume (2013
339,164,253 101,760,560 625,708
Forecast)
Charge Parameter kwh kWh kwy
Rate Rider for LRAM
including Jan 2012 to April 0.0003 0.0001 0.0131
2012 persisting losses
Pre 2011 - LRAM 2005 to
2010 program with 84 586 10,191 6,082 100,859
persisting losses (5]
Carrying LRAM (5) 1,182 144 86 1422
Sub Tota 85,778 10,335 6,168 102,281
Annual Volume (2013
339,164,253 101,760,560 625,708
Forecast)
Charge Parameter kwh kwh kW
Rate Rider for LRAM for . e I
persisting losses until 2011 ) i i
2011 LRAMVA (5] 12,804 12,203 11,734 36,741
Carrying Charges LRAMVA
353 336 323 1012
is)
Sub Tota 13,157 12,539 12,057 37,753
Annual Volume (2013
339,164,253 101,760,560 625,708
Forecast)
Charge Parameter kwh kWh kW
Rate Rider for LRAMVA 0.0000 0.0001 0.0193
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VECC- IR 9-VECC-41

Reference: Additional Information, pgs. 7, 56, 88

a) Please reconcile the LRAM total claim of $178,871 with the amounts shown at Table
4 (LRAM total $102,281) and Table 13 (LRAMVA total $37,753) and both with Table
14 (total $178,871).

PUC Response

a) As an oversight, PUC included the incorrect LRAM amounts in Table 14. The total
LRAM claim is $102,281 and LRAMVA is $37,753 for a total of $140,034. As a result of
the interrogatories, PUC has corrected the LRAM rate rider to reflect the $102,281.
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Exhibit 4 - Issue #9 — Budgeted OM&A

Board Staff — IR 4-Staff-41

Ref: Exh 4-2-1, Page 2
On page 2 of this exhibit PUC states:

For budgeting purposes, PUC used an overall inflationary rate for general OM&A of
GDP-IPI as per the OEB filing guidelines. For wages PUC used a 2% inflationary increase
factor. PUC is contractually obligated under the collective agreement to provide a 3%
wage increase as of May 1, 2013.

a) Please explain why PUC has used a 2% wage increase factor if there is a 3% wage
increase as of May 1, 2013 per the established collective agreement.

b) Inresponse to (a), was the inflationary increase applied to all employees?

PUC Response

a) Since the 3% increase is not effective until May 1, 2013, PUC included 2/3 of the 3%
increase in the test year which resulted in a 2% wage increase factor.

b) PUC confirms the inflationary increase was applied to all employees.

Board Staff — IR 4-Staff-42

Ref: Exh 4-2-2, Page 3, Table 4-6

Please explain the increases for the 2012 bridge and 2013 test years for each of the
following accounts, as shown in Table 4-6:

a) Account 5405 — Supervision
b) Account 5410 — Community Relations — Sundry; and
c) Account 5420 — Community Safety Program.

PUC Response

a) Account 5405 — Supervision — Increase due to increase in management labour allocation in
2012 — staff increase.

b) Account 5410 — Increased labour charged directly to PUC Distribution and increase
labour allocated from PUC Services — staff increase.

c) Account 5420 — Community Safety Program — increased cost due change in delivery of
schools safety program from internal staff to outside resource.
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Board Staff — IR 4-Staff-43

Ref: Exh 4-2-2, Page 4, Table 4-8 & Page 8

In Table 4-8 title “OM&A Cost Driver Table”, PUC documents an increase of $252,000 for
TOU/Smart Meter costs for the 2013 test year OM&A. On page 8, PUC states: “The 2013 test
year includes the increased outside costs to operate smart meters and perform time-of-use
[“TOU"] billing net of the reduction due to the elimination of contracted meter reads.”

a) Please provide estimates for each of:
i. Increased outside costs to operate smart meters;
ii. Costs to perform TOU billing; and
iii. Reduction due to the elimination of contracted meter reads.
b) Have all contracted meter reads been eliminated?
c) Please explain why there are increased costs for the operation of smart meters.

PUC Response

a) The projected 2013 test year costs related to operating smart meters is as follows:

Desc 2013
Meter Reading Contractor $30,000
Meter Reading Exp Phone $4,400
Meter Reading Stationary S0
Meter Reading Labour $16,683
Meter Reading Labour OH $6,532
Meter Reading Truck $2,040
Meter Reading MV90 Costs $15,000
Meter Reading Exp Misc S0
Automated Metering Infrastructure (AMI) $150,000
Sync Operator $45,000
Operational Data Store $70,000
AS2 Client $2,333
Web presentment $10,000
Asset charge $25,209
Sub-Total 377,197
Less: Reduced Contracted meter reads (122,524)
Total 254,673

b) All contract meter reads have not been eliminated.

c) please refer to the table above for a list of costs associated with the operation of smart meters.
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VECC - IR-VECC-27
Reference: Exhibit 4, Tab 2, Schedule 2, pg. 18

a) Please provide in tabular form a breakdown of account 5310 “Meter Reading Expenses” for
2008 (actuals) and 2013 forecast.

PUC Response

a) PUC has provided below a breakdown of account 5310 Meter Reading Expenses.

2008 2013
Desc audited Budget
Meter Reading Contractor $152,524 $30,000
Meter Reading Exp Phone S2,734 $4,400
Meter Reading Stationary $800 S0
Meter Reading Labour $7,388 $16,683
Meter Reading Labour OH $3,072 $6,532
Meter Reading Truck $381 $2,040
Meter Reading MV90 Costs $14,121 $15,000
Meter Reading Exp Misc $597 S0
Automated Metering Infrastructure (AMI) $150,000
Sync Operator $45,000
Operational Data Store $70,000
AS2 Client $2,333
Web presentment $10,000
Asset charge $11,200 $25,209

$192,817 $377,197

Increased smart meter costs of $277,333. Reduced contracted meter reads of $122,524.

VECC - IR-VECC-28
Reference: Exhibit 4, Tab 2, Schedule 2, pg. 17, 21

a) Please provide cost of each of the studies for (i) Smart Grid Plan; (ii) Renewable Energy
Plan; (iii) Electric Distribution System Coordination Study.

PUC Response

i) Smart Grid Plan — estimated at $50,000, actual $28,000 (Asset management plan)
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i) Renewable Energy Plan — (Green Energy Plan) — estimated at $25,000, actual
$35,000 (Green Energy Plan)

i) Electric Distribution System Coordination Study — estimated at $50,000

SEC - IR-SEC-25
[4/2/2, p. 21]

Please advise the cost of the Asset Management Plan. Please confirm that it was incurred in
2012. Please advise why it is included as a regulatory cost, rather than as an operating cost.

PUC Response

The cost of the Asset Management Plan was $28,500 plus HST and was incurred in 2012. PUC
included the Asset Management Plan as a regulatory cost as it was part of the rate application.

VECC - IR-VECC-30
Reference: Exhibit 4, Tab 2, Schedule 2, pg. 11

a) Please provide a breakdown of the 2013 rate application costs into the following
components:
i Consultants;
i. Legal,
iii. Intervenor costs; and
iv.  Other hearing and publication costs (please describe).

PUC Response

Account Description $
5655 Consultants, legal, intervenor $31,250
5085 Consultants $75,000/4=$18,750

VECC - IR-VECC-29
Reference: Exhibit 4, Tab 2, Schedule 2, pg. 20

a) Please provide a table similar to Table 4-10, which for 2011 compares PUC to the
following cohort of similar utilities: North Bay Hydro Distribution; Greater Sudbury
Hydro and Thunder Bay Hydro.

PUC Response

Based on the information in the 2011 Yearbook of Electricity Distributors published on September
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13, 2012 PUC has compiled, to the best of its knowledge, the following information:

2011 PUC Distribution  North Bay Hydro Greater Sudbury  Thunder bay Hydro
Number of Customers 33,319 20,960 42,279 44,749
Total OMEA 8,590,314 5,333,566 13,090,276 11,860,037
ONMEA per Customer 258 254 310 2685
Number of FTEES 82 46 4 137
Customers/ FTEEs 406 436 10,570 327
OM&A Cost per FTEE 104,760 115,947 3,272,569 86,570

VECC - IR 4-VECC-23

Reference: Exhibit 4, Tab 1, Schedulel, pg. 1

a) Please provide an update to Appendix 2-G (and 2-1) to show 2012 and
2013 OM&A in GCAAP.

b) Please also update the tables to show year-end 2012 actuals (estimates) and any
proposed changes to 2013 OM&A?

PUC Response

a) PUC has decided to stay on CGAAP and defer implementation of IFRS. Although not

electing to implement IFRS for reporting purposes, PUC will adopt the extended useful
lives and overhead capitalization components of IAS 16 in 2012 as originally filed in the
application for the bridge and test year as a change under MIFRS.

The only changes PUC made to file under MIFRS for the bridge and test year were the
change in useful lives, capitalization of overheads, and a 1575 deferred PP&E account.

Since the changes in the estimated useful lives and capitalization of overheads can be
made under CGAAP, the only change PUC is proposing to file under CGAAP is the
removal of the request for a 1575 deferred PP&E account to have the application filed
under CGAAP.

Therefore, Appendix 2-G and 2-1 would not require updating for the bridge and test year
to be under CGAAP. The changes requested under MIFRS can be made under CGAAP
as outlined in the Boards July 17, 2012 notice to electricity distributors.

b) PUC has updated below Table 4-1 to included 2012 Actuals
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Last Rebasing 2008 2008 2010 2011|2012 Bridge 2012 2013 Test
Year (2008 BA) Actuals Actuals Actuals Actuals Year Actuals Year
Reporting Basis
Operations 3 2,887,320 | 52,385,805 | 52,802,379 | 52,952,700 | 52,870,040 | § 3725512 | 5 3,307,200 | 5 3,675,280
Maintenance 3 2,077,649 | §1,786,300 | $2,119,230 | 52,141,266 | 52,288,395 | 5 2408,608 |5 2540820 |5 2,306,021
SubTotal $ 4,964,978 | $4,172,294 | $5,011,618 | $5,093,975 | $5,150,344 | § 6,134,120 | $ 5,657,029 | $ 6,071,310
%Change (year over year) 20.1% 1.6% 1.3% 18.9% -1.0%
%Change (TestYearvs
Last Rebasing Year - 21.1%
Actual)
Billing and Collecting 5 973,872 | 51,014,571 | 51,041,970 | 51,193,320 | 51,111,440 |5 989,246 |5 1,163,141 |5 1,316,331
Community Relations 5 473208 |§ G33367|5 473677 % 4708518 485554 % 505052 [§ 650,243 [§ 636837
'gi';;':'asltrat'“ea”d 3 1,398,408 | §1,474,106 | $1,411,201 | $1,653.459 | 51,833,976 | § 2,617,144 |§ 2,537,923 (5 2,354,502
SubTotal $ 2,845,578 | $3,122,044 | $2,926,948 | $3,317,630 | $3,430,970 | § 4,191,442 | $ 4,351,308 | $ 4,807,560
sChange (vear over year) M T -6.2% 13.3% 3.4% 22.2% 14.7%
%Change (TestYearvs
Last Rebasing Year - Gd4.3%
Actual)
Total $ 7,810,556 | $7,294,338 | $7,938,566 | 8,411,605 | $8,500,314 | $10,325,562 | $10,208,337 | $10,878,870
%Change (vear over year) | 8.8% 5.0% 2.1% 20.2% 5.4%
Last Rebasing Year 2008 2008 2010 2011 2012 Bridge: 2012 Actual 2013 Test
(2008 BA) Actuals Actuals Actuals Actuals Year Year
Dperations 3 2.867,329 | 52,365,605 | 52,692,370 | 52,952,709 | 52,870,949 |5 3725512 |5 3,307,209 |5 3,675,269
Maintenance 5 2,077,649 | 51,766,300 | 52,119,230 | 52,141,266 | 52,288,395 | 5 2,408,608 | 5 2,549,820 | 5 2,395,021
Billing and Collecting 5 973,872 | 51,014,571 | 51,041,970 | 51,193,320 | 51,111,440 | 5 080,246 | 5 1,163,141 |5 1,316,331
Community Relations 5 473205 |5 6333675 473677 |5 470851 |5 485554 |5 585052 |5 650,243 | 636,637
'21';;':;5'"3'“93”” 5 1,398,408 | §1,474,106 | $1,411,201 | 51,653,450 | 51,832,976 | § 2,617,144 | § 2,537,922 |5 2,354,502
Total $ 7,810,556 | $7,294,338 | $7,038,566 | $8,411,605 | $8,500,314 | $10,325,562 | $10,208,337 | $10,878,870
3Change (vear over vear) J B.8% B.0% 21% 20.2% 5.4%

VECC - IR 4-VECC-25
Reference: Exhibit 4, Tab 2, Schedule 2, pg. 5

a) Please provide details as to the “Railway crossing fees. "What are the amount of these fees
in 2008 and what fess were ultimately negotiated and built into the 2013 application.

PUC Response

The 2013 budget does not include any allowance for increased railway crossing fees. The
anticipated increase was expected to be in the range of $143,636 which was negotiated prior to
2008. However PUC has yet to be invoiced by the railway company and there has been no
further word from them since. Therefore no allowance for increased fees has been included in
the 2013 budget.

VECC - IR 4-VECC-26
Reference: Exhibit 4, Tab 2, Schedule 2, pg. 11/ Appendix 2-G

a) The difference between 2008 Board Approved OM&A and 2013 OM&A (MIFRS) is
$3,5684,532 ($10,878,870-$7,294,338). Please provide a breakdown of the
increase into the following components:
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i. MIFRS accounting adjustments (capitalization/asset life);
ii. Incremental smart meter costs (show incremental FTES);
iii. Incremental regulatory costs (show incremental FTES);
iv. Inflation (please provide inflation estimate and source);
v. Other (please provide a general description).

PUC Response

PUC has provided the breakdown below:

Breakdown of OM&A increase 2008 to 2013

2013 test year $10,878,870
2008 approved $7,810,556
Increase $3,068,314
Inflation estimate @ 13% as per response to Board Staff — IR 4-Staff-28 $1,023,183
Incremental capitalization accounting adj $652,000
Incremental smart meter costs excluding labour $162,800
New building increase (property taxes) net of savings $296,000
Labour (FTE from 75 to 87) $927,000

$3,060,983

FTE to

Labour increases Driver Distribution | Estimated $
Supervisor Billing TOU Billing 0.56 $54,740

Increased complexity of integrated network
for communicaitons, smart meter
infrastructure, SCADA network, corporate
Network Admin billing and accounting 0.46 $47,610
Increased complexity of enterprise s/w due
to record keeping and reporting

Business Systems Analyst requirements 0.46 $36,501
Increased complexity of record keeping and
Accounting supervisor reporting requirements 0.46 $46,552

Increased complexity of enterprise s/w due
to record keeping and reporting

Office assistant operations requirements 0.46 $28,037
Line planner Increased capital and maintenance activity 1.00 $95,450
Safety Supervisor Maintenance and enhance focus on safety 0.46 $44,965
Electrician P&M Electrical maintenance resource 0.46 $40,204
Maint. staff (partial assignment to line dept for flagging, etc.) Increased capital and maintenance activity 0.46 $28,037
Power line tech Increased capital and operating activity 1.00 $88,550
Substation electrician Increased capital and operating activity 1.00 $88,550
Electric System Operator Increased capital and operating activity 1.00 $88,550
Engineering Tech Increased capital and operating activity 1.00 $88,550
Smart Meter Analyst Utilization of smart meter data 1.00 $79,350
GIS Tech Increased capital and operating activity 1.00 $71,300

10.8 $926,946
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VECC - IR 4-VECC-34

Reference: Exhibit 4, Tab 2, Schedule 2, pg. 11

a) Please explain the change in the percentage of costs allocated from accounts 5605 to
5635, 5665 from approximately 30% prior to 2012 to nearly 41% since 2012.

PUC Response

PUC Distribution’s share of administrative expenses was not apportioned to capital in 2012 and
2013. PUC Distribution’s total share is consistent over the period listed below.

To Admin To Capital Total
2009 30.10% 13.73% 43.83%
2010 30.79% 14.88% 45.67%
2011 29.36% 15.88% 45.24%
2012 45.71% 0% 45.71%
2013 45.71% 0% 45.71%

Energy Probe — IR 4-EP-15

Ref: Exhibit 4, Tab 1, Schedule 1

Please update Table 4-1 to include actual costs for 2012. Please provide these actual costs for
2012 on a CGAAP basis. If actual data for all of 2012 is not yet available, please provide the
most recent year-to-date actual information for 2012 in the same level of detail as shown Table
4-1, along with the figures for the corresponding period in 2011.

PUC Response

PUC has updated Table 4-1 for 2012 actual costs. Refer to VECC - IR 4-VECC-23 above.

SEC - IR 4-SEC-19
[4/1/1, Table 4-1]

Please provide actual OM&A for each category in 2012 for as many months as are currently
available, and the comparable totals for the same period for each category in 2011.

PUC Response

PUC has updated Table 4-1 for 2012 actual costs. Refer to VECC — IR 4-VECC-23 above.
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Energy Probe — IR 4-EP-16
Ref:  Exhibit 4, Tab 2, Schedule 2

a) Please explain what is included in account 5096 in Table 4-3 and explain the increase
forecast between 2012 and 2013.

b) Please explain the meter reading expense increase between 2012 and 2013 in account
5310 shown in Table 4-5.

c) Please explain what is included in account 5410 in Table 4-6. Please breakout the costs
for each of the major items included in this account for each year shown.

d) Please explain the significant cost increases shown for 2012 and 2013 in account 5675 in
Table 4-7.

PUC Response

a. Account 5096 is rental for PUC attachments on Bell poles. This account was under
budgeted in 2012 at $85,000, The actual amount is $97,000 for 2012 and an estimate of
$95,000 in the 2013 test year.

b. The increase in meter reading expense is a result of additional expenses for time of use
billing — see IR-VECC-27.

c. PUC has provided a breakout the costs for each of the major items below.

2009 2012 2012
Description 2008 audited| audited |2010audited|2011audited| Budget |2013Budget| preliminary
Labour $327,659.34 $325,773.01 $309,159.40 $311,436.57 $400,778.22 $409,147.69 $327,044.17
Software Maint $9,818.12 $12,566.87 $14,003.94 $12,431.63 $16,800.00 $16,800.00 $0.00
Training $2,932.00 $9,176.27 $0.00 $0.00  $8,960.00 $9,000.00 $0.00
Customer notificatons - radio/print $31,213.86 $30,172.46  $33,554.62  $30,719.40 $20,960.00  $28,800.00 $43,248.00
Cost of Capital/Asset Ch $23,057.02 $6,616.23  $30,769.22 $26,760.95 $6,522.08  $33,413.04 $30,185.37
Smart meter regulatory entry $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $142,790.00
misc (phone, postage) $2,259.00 $5,044.80 $11,957.75 $1,000.15  $2,800.00 $2,800.00 $8,021.76

$396,939.34 $389,349.64 $399,444.93 $382,348.70 $456,820.30 $499,960.74 $551,289.30

d. The increase in 2012 costs over 2011 - The increased cost from 2012 to 2013 is a result
of PUC’s share of the increased property taxes for the new building.

Energy Probe — IR 4-EP-17

Ref:  Exhibit 4, Tab 2, Schedule 2 &
Exhibit 6, Tab 2, Schedule 1

a) Are the figures shown for 2012 and 2013 based on CGAAP (as labelled) or on MIFRS?

b) Please indicate which account in Tables 4-3 through 4-7 the increased allocation of
property tax for the new building (Item Q in Table 4-8) is reflected.



c)

d)

f)

)
h)
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Please explain how reduced capital expenditures over the previous year for labour and
material (Items M & N in Table 4-8) result in higher OM&A costs in 2012.

Item O in Table 4-8 indicates an increase in OM&A costs associated with the transition to
MIFRS of $652,000 in 2012, with no further increase shown for 2013. Please reconcile
this figure with the difference of $733,107 between CGAAP and MIFRS shown in Table 6-
3 in Exhibit 6, Tab 2, Schedule 1.

Please update Table 4-8 to reflect actual data for 2012 (or actual data for as much of
2012 as is currently available, along with an estimate for the remainder of the year).
Please update the 2012 column based on CGAAP.

Please reconcile the increase in property taxes shown in Table 4-8 of $296,000 in 2013
with the forecast of property taxes shown in Table 6.1 of Exhibit 6, Tab 1, Schedule 1 of
$50,000.

Please provide the number of FTEEs (Table 4-10) for 2012 on an actual basis.

Please show the assumptions used to arrive at the 13% inflation factor noted on page 11
of Exhibit 4, Tab 2, Schedule 2 between 2008 and 2013 including the labour increases
used for each year, the CPI used for each year, and the weights used to arrive at the final
figure.

PUC Response

a)

b)

d)

PUC assumes the question is referencing Table 4-8 OM&A Cost Drivers. In the table 2012
and 2013 are labeled CGAAP but were originally intended to be labeled MIFRS. As noted
above PUC is electing to defer adoption of IFRS but is electing to make the changes for
asset useful lives and overhead capitalization policies (as originally files) under CGAAP.
No other changes (with the exception of a 1575 PP&E account being removed) have been
made to the application to file under CGAAP.

The increase in the property taxes for the new building as outlines in Table 4-8 is
$296,000. This amount is reflected in account 5675 and Maintenance of General Plant.

Labour costs are either recorded as capital or OM&A depending on the project or task the
employee is working on. If capital works are reduced in a given year less labour costs are
allocated to capital. The result of less capitalized labour costs is that labour is allocated to
OM&A.

The increase in OM&A due to the change in capitalization of overhead from 2012 to 2013
is $81,107 ($733,107-$652,000). This amount is spread over several OM&A accounts and
was net against other changes in a specific account therefore it was not included on Table
4-8 as material cost drivers.

PUC updated Table 4-8 below to reflect actual unaudited data for 2012 based on CGAAP
with changes in useful estimated lives and capitalization of overheads.
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OMBA

2009 Actuals

2010 Actuals

2011 Actuals

Year

2012 Bridge

2013 Test Year

Reporting Basis

CGAAP

CGAAP

CGAAP

CGAAP

CGAAP

Opening Balance

5

7,294,338

3

7.938.566

5

8.411,605

3

8,590,314

5

10,208,337

A Approved staffing increases not in

place for full year

B. Railway Crossing Fees

C. Energy Conservation - 3rd Tranche MARR

D. Line Clearing

Various not Material

E. Additien of Approved Staff

353.000

F. Transmission Line Right of Way

62,750

G. WG Transformer PCB

172.000

Various not Material

€A [en |6 |en

56,478

H. Addition of Approved Staff

314.000

|. Structural Testing of 115 kv Towers

72.000

J. Increased Shared Software & Equipment Charges

210,000

K. PCB Testing performed in 2009

{172.000)

Various not Material

en|en|en |en|en

49.039

L. Inflationary Increases

;)

178.709

M. Reduced Capital Expenditures over prior year - labour

200,000

N. Reduced Capital Expenditures over prior year - material etc.

200,000

0. Transition to IFRS reduced the admin type costs allocated to capital expenditures

652,000

P. Staffing Increases

525.000

Various not Material

32,632

Q. Increased allocation of property tax for new building

296,000

R Increased TOU/Smart Meter Costs net of reduced con

tracted meter reading

252.000

5. Smart Meter Regulatory Entry

661,391

T. Reduced line clearing

(253,000)

U Smart Meter Regulatory Entry

(661,391)

V. Increased line clearing

326,000

Various not Material

57.924

Closing Balance

5

7.938.566

$

8.411.605

5

3.590,314

$

10,208,337

& | en e (e

10,678.870

S. Smart meter entry in 2012 to clear accounts 1555 and 1556 as per rate order.
T. Reduced line clearing costs due to favourable tender result.
U. Smart meter entry in 2012 was a one-time entry to clear accounts 1555 and 1556.
V. Budgeted increased costs in line clearing.

f) The $50,000 shown in Table 6.1 is account 6150 — taxes other than income. The $296,000
increase in 2013 property taxes is in account 5675.

g) PUC has updated the Table below:

Recoverable OM&A Cost per Customer and per FTEE

Last Rebraising Last

Y%a‘:;fj_us ﬁigﬁ?&gg 2009 Actuals | 2010 Actuals | 2011 Actuals 2013{5:["9" 20:,1;:’“

Approved) Actuals)
Reporting Basis CGAAP CGAAP CGAAP CGAAP CGAAP CGAAP
Number of Customers 32,426 32,993 33,201 33,269 33,319 33,401 33,484
Total Recoverable OM&A
from Appendix 2.1 $ 7,810,556 | $ 7,294,338 |% 7938566 |% 8.411,605|% 8,590,314 | $ 10,208,337 | § 10,878,870
OM&A cost per customer § 240.87 [ § 221.09 | § 239.11 [ § 252.84 [ § 257.82 [ § 305.63 | § 324.90
Number of FTEEs 75 66 78 81 82 86.81 87
Customers/FTEEs 432.35 499.89 425.65 410.73 406.33 384.76 384.87
OMB&A Cost per FTEE 104,140.75 110,520.27 101,776.49 103,846.98 104,759.93 117,594.02 | 125,044.48
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h) Please refer to Board Staff — IR 4-Staff-28

SEC - IR 4-SEC-24
[4/2/2, p.20]

Please explain why the Applicant thinks an increase in OM&A per customer of $103.81, 47%
over five years, is reasonable.

PUC Response

The increase is due to inflation, increased costs for TOU billing, increased property taxes for the
new building, increased operating expenses due to the change in capitalization policy and
increased labour costs in the areas of IT, accounting, line department, engineering, and safety.

Board Approved 2013 Test Year Increase
OM&A $7,810,556 $10,878,870
Customers 32,426 33,484
Cost/Customer $240.87 $324.90 $84.03 (35%)
SEC - IR 4-SEC-23
[4/2/2, Table 4-9]
With respect to the variance analysis:
a. Please identify and quantify any material changes in accounting treatment or practices

(other than IFRS) that impact the comparability of line items between 2008 and 2013.
b. Please explain the 72% increase in #5085, and provide a breakdown.

C. Please describe all new Community Relationship Programs developed, and explain the
30% increase in the Test Year.

d. Please explain the 176% increase in Outside Services Employed.

e. Please explain the 126% increase in #5675, and provide a breakdown.

f. Please explain the almost $500,000 increase in executive and management salaries and
expenses.

PUC Response

a) The only material changes made by PUC were the method of allocating administrative



expenses and useful lives of assets.
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b) Labour (staff addition to maintain GIS), consulting costs (Smart Grid Plan, Renewable
Energy Enabling Plan, Electric Distribution System Coordination Study), software costs
(third party to assist with backlog in GIS updating) and the asset /rate of return charge
(increased building depreciation) have increased since the 2008 test year.

2008 2009 2010 2011 2012

2008 test audited audited audited audited |2012 bridge | preliminary | 2013 test
Labour $78,576.00[ $61,161.05 $83,840.80| $92,346.18| $73,285.09|$157,810.22| $99,792.62|$161,140.13
Consultants $38,000.00| $5,413.05| $20,210.93| $26,058.67| $27,519.46| $65,000.00| $74,068.75| $77,500.00
Training $0.00 $0.00] $1,610.00[ $2,128.83 $866.15|  $4,000.00 $837.09| $4,000.00
ESA fees $15,000.00f $13,272.91| $13,706.54| $14,814.32| $17,994.44| $18,000.00| $14,863.80| $18,000.00
Trucking $433.00 -$509.93| $1,037.01| $2,678.29 $439.69 $200.00[  $1,300.39 $204.00
Software $168,976.00| $167,782.05| $174,947.47| $184,429.12| $216,235.01| $252,000.00| $230,638.10| $252,000.00
Misc $0.00| $3,129.38| $6,159.54| $3,351.45 $78.26 $0.00 $2,168.44 $0.00
Asset ch/Rate of Return $23,240.27| $15,432.62| $22,543.65| $27,043.94| $25,797.89| $73,559.70| $28,426.73| $44,785.67

$324,225.27 $265,681.13 $324,055.94 $352,850.80 $362,215.99 $570,569.92 $452,095.92 $557,629.80

c) On line access to time of use billing information has been introduced to customers.
Staffing and staff training has been increased in this area in order to educate customers
and to maintain/improve customer call response indices.

Account 5410
2009 2012 2012
Description 2008 audited| audited |2010audited|2011audited| Budget |2013 Budget| preliminary

Labour $327,659.34 $325,773.01 $309,159.40 $311,436.57 $400,778.22 $409,147.69 $327,044.17
Software Maint $9,818.12 $12,566.87 $14,003.94 $12,431.63 $16,800.00 $16,800.00 $0.00
Training $2,932.00 $9,176.27 $0.00 $0.00  $8,960.00 $9,000.00 $0.00
Customer notificatons - radio/print $31,213.86 $30,172.46  $33,554.62  $30,719.40 $20,960.00 $28,800.00 $43,248.00
Cost of Capital/Asset Ch $23,057.02 $6,616.23  $30,769.22 $26,760.95 $6,522.08  $33,413.04 $30,185.37
Smart meter regulatory entry $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $142,790.00
misc (phone, postage) $2,259.00 $5,044.80 $11,957.75 $1,000.15  $2,800.00 $2,800.00 $8,021.76

$396,939.34 $389,349.64 $399,444.93 $382,348.70 $456,820.30 $499,960.74 $551,289.30

d) This account increased by $51,000 due to not allocating administrative expenses to
capital expenditures. In addition, outside training costs have been increased in the areas
of Asbestos awareness, ARC Flash Protection, PCB/oil spill training, and other safety
related topics to be delivered to staff annually on a rotating basis.

e) PUC has provided below a breakdown of account #5675.



PUC Distribution

Interrogatory Responses

2013 Cost of Service Rate Application EB-2012-0162
Page 205 of 247

2008 test 2009 2010 2011 2012 2013 2012

detailed [2008 audited| audited audited | audited Budget Budget |preliminary
Labour 52,049.38 51,014.63 55,417.65 75,304.72 83,074.66 86,635.40 68,936.30 122,969.29
Material 2,861.56 3,051.51 4,728.81 3,508.20 4,427.55 6,856.50 i 7,082.37 7,044.08
Trucking 7,175.26 5,052.32 3,225.90 4,776.43  7,300.30 10,513.30' 10,859.63  16,832.14
Janitor 6,469.35 8717.93 11,186.81 11,783.72 11,129.03 17,369.80 29,037.72  19,134.32
Property Taxes 55,752.86 52,967.30 51,446.37 495,618.67 47,512.62 75,820.75 '372, 172.57  74,267.33
Utilities 51,453.90 54,050.59 63,068.57 48,336.48 55,628.75 98,276.50' 98,686.58  71,207.82
Insurance 2,738.49 2,398.15 2,669.20 3,082.55 5,500.21 4,361.19 i 6,129.08 9,599.90
Office Building i 67,339.31 81,442.10 82,819.77 75,505.78 71,067.19' 117,089.16' 0.00 111,430.46
Cost of Cap/Asset Ch 0.00 13,240.93 0.00 0.00 24,171.24 0.00” 0.00 36,485.00
Misc 43,213.81 37,456.56 54,305.44' 40,638.65 i 33,646.79  23,328. 107 61,380.54  45,133.08

289,053.92  309,392.02 328,868.52 312,555.20 343,458.34 440,250.70 654,284.79 514,103.42

The major increases in this account are the increased property taxes from the new building
($296,000) and the change in allocation method (portion not allocated to capital as in prior
years) ($220,000). The increased costs are offset by reductions in utilities and labour.

f) The labour expense in this account increased by $415,000 from the 2008 test year due to not
allocating a portion of costs to capital and added labour resources — shared resources were
added for a Network Administrator, a Business Systems Analyst, a Supervisor of Safety &
Environment, an Accounting Supervisor and an Office Assistant - Operations. The remainder
of the increase is attributable to not allocating other expenses to capital and increased
software costs.

SEC- IR 4-SEC-21

[4/2/2, p.4]
With respect to the OM&A Cost Driver Table:

a. Please provide, with respect to each of the new FTEs approved by the Board in the last
rebasing, the date the position was filled, and for each year from 2008 to 2013 the
amount that was actually spent with respect to that position.

b. Please explain why “reduced capital expenditures over prior year” resulted in an increase
in OM&A in 2012, and further explain why that increase would continue in 2013 and
beyond.

PUC Response

a) PUC has provided in the Table below, with respect to each of the new FTEs approved by
the Board in the last rebasing, the date the position was filled, and for each year from
2008 to 2013 the amount that was actually spent with respect to that position.
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Empl # [Position Start End 2008 2009 2010 2011 2012
241 |Billing Supervisor | 8-Dec-08|Current 52,625 540,552| 549,970| 535,180| 341,850
308 |Line Planner 9-Mar-09| 25-May-09 30 314,706 30 30 30
331 |Line Planner 13-Jul-09| 24-Aug-09 S0 58,753 S0 S0 S0
343 |Line Planner 31-Aug-09|Current 50 521,218| 561,656| %50,438| 345,472
474 |Forestry Tech 2-Feb-09|Current 50 555,637 561,552| 562,586 564,655
460 |Powerline Tech 28-Jul-08|Current 520,273 553,690 550,913| 562,447 563,798
472 |Powerline Tech | 22-Dec-08|Current 51,034 550,789 554,903 $57,380| 562,956
466 |Powerline Tech 27-0ct-08(Current 57,251 549,983 556,742| 568,868| 563,437
481 |P&C Engineer 22-Jun-08| 8-Oct-09 sn| 424,388 50 50 50
457 |P&C Engineer 28-Mar-11| 1-Feb-13 50 50 50| $75,982| $101,255
465 |Engineering Tech | 22-Sep-08|Current 513,889 $56,659| S66,078| 589,814 576,329
449 |Engineering Tech | 6-Oct-08|Current 516,014 559,339 571,095 S68,112| 554,129

During 2011 labour resources were directed to a greater extent than normal to capital
projects — the installation of infrastructure to enable the addition of major solar farms in

Sault Ste. Marie.

maintenance programs.

The resources were available again in 2012 for operations and
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Exhibit 4 - Issue #10 — LEAP

VECC - IR 4-VECC-31

Reference: Exhibit 4, Tab 2, Schedule 2, pg. 22

a) Please explain why PUC is not proposing to include in the application the full amount
of the LEAP calculation of 0.12% of the revenue requirement?

b) Please explain why PUC calculated the LEAP amount based on Based Revenue
Requirement rather than the Service Revenue Requirement?

PUC Response

a) PUC estimated the LEAP amount to be $20,000 in the rate application. The full
amount of the LEAP calculation is $21,533. PUC used an estimate considering the
rate application distribution revenue requirement would be changing before the final
rate order is issued.

b) As per the OEB letter issued October 20, 2010 to all licensed electricity distributors
(EB-2008-0150; EB-2009-0722; EB-2008-0346) the Board determined the funding
level for LEAP to be the greater of 0.12% of a distributors’ Board-approved
distribution revenue requirement or $2,000. PUC considers the base revenue
requirement to be distribution revenue and that “other revenue” is not collected
through rates and should not be included in the LEAP calculation.
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Exhibit 4 - Issue #11 — PILs

Energy Probe- IR 4-EP-19
Ref:  Exhibit 4, Tab 3, Schedule 1

a) Please confirm that the CCA schedule for the bridge year shown on page 13 reflects
additions based on MIFRS for 2012.

b) Please provide a CCA schedule for 2012 that is based on CGAAP based additions in
2012.

c) Please provide a revised CCA schedule for 2013 that reflects the UCC resulting from the
CCA schedule requested in part (b) above.

PUC Response

a) b) and ¢)
PUC confirms it has decided to stay on CGAAP and defer implementation of IFRS.

Although not electing to implement IFRS for reporting purposes, PUC will adopt the extended
useful lives and overhead capitalization components of IAS 16 in 2012 as originally filed in the
application for the bridge and test year.

The only changes PUC made to file under MIFRS for the bridge and test year were the change in
useful lives, capitalization of overheads, and a 1575 deferred PP&E account.

Since the changes in the estimated useful lives and capitalization of overheads can be made
under CGAAP, the only change PUC is proposing is the removal of the request for a 1575
deferred PP&E account to file under CGAAP. The impacts of the changes in the useful lives and
overhead capitalization policies effective January 1 2012 will be recorded in account 1576 —
Accounting changes under CGAAP.

Therefore, no changes are required to the 2012 CCA schedules to file under CGAAP.
A revised PILs model has been submitted with these interrogatory responses to reflect the

adjustments proposed in Board Staff - IR 1-Staff-2. The PILs amount in the original application
was $276,281 and as a result of the interrogatories is $263,796.
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Exhibit 4 - Issue #12 — Budqgeting

SEC- IR 4-SEC-20

[4/2/1]

With respect to budgeting:

a.

Please confirm that budgeting is done by PUC Services Inc. for the entire
enterprise, and then allocations are done to the distribution business. Assuming
that is the case, for each of the following parts of this question, please provide the
overall budget information as originally prepared.

P. 1. Please provide, for the 2013 budgets, all materials in which “significant
variances in spending from prior years” have been “explained and documented”.

P. 2. Please provide the total labour budgets for each department.

P. 2. Please provide a list of asset categories that the Applicants operates on a
“run to failure” basis.

P. 3. Please provide details of all adjustments to the Applicant’s “capital spending
priorities” that actually took place in 2011and 2012, as referred to in line 3.

PUC Response

a. PUC Services prepares the budgets for the entire enterprise.

b. The following budget statement was provided to the Board of Directors of PUC Distribution
for approval. Variance notes follow the statement.
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PUC Distribution Inc.
BUDGET STATEMENT OF REVENUES AND EXPENSES

2013 &M

Printed: 3/28/2013 14:35

Annual Annual
Actual  YTD Actual Budget Budget

2011 2012 2012 2013 Var
Revenue
Distribution Revenue $14,612,624 $14,389,364 $15,441,056 $18,536,678 $3,095,623
Interest and Regulatory Carrying Charges $182,850 $66,760 $100,000 $102,000 $2,000
Management Fee Revenue $0 $0 $0  $1,317,275 $1,317,275
Miscellaneous Revenue $1,407,785 $698,954 $727,550 $838,630 $111,080
Total Revenue | $16,203,259 $15,155,078 $16,268,606 $20,794,583° $4,525,977
Cost of Power
Cost of Power Revenue $60,116,743 $49,043,069 $66,472,943 $63,539,559 -$2,933,384
Cost of Power Expense $60,116,743 $49,277,136 $66,472,943 $63,539,559 -$2,933,384
Net Cost of Power | $0 -$234,067 $0 $0 $0
Operating Expenses
Load Dispatching $228,090 $272,046 $288,072 $325,049 $36,978
Transmission $576 $5,020 $5,048 $5,149 $101
Stations $855,785 $847,020 $1,033,424  $1,277,496 $244,072
Owerhead Lines $2,379,752  $1,642,401 $2,731,082 $2,471,722  -$259,360
Underground Lines $381,105 $288,666 $457,515 $373,231 -$84,285
Transformers $118,029 $91,106 $118,817 $117,205 -$1,612
Meters $394,485 $824,573 $513,587 $488,591 -$24,997
Miscellaneous Operating $362,216 $377,529 $695,570 $549,039  -$146,531
Engineering Operations $439,304 $442,868 $416,007 $546,250 $130,243
Total Operating Expenses | $5,159,341  $4,791,230 $6,259,122  $6,153,732  -$105,390
General and Administrative Expenses
Billing and Collecting $1,111,440 $884,792 $989,246  $1,665,972 $676,726
Customer Senice $485,554 $523,707 $585,052 $528,218 -$56,835
Administrative $992,265 $1,097,858 $1,447,740 $1,530,118 $82,378
Miscellaneous $548,846 $569,535 $704,154 $720,672 $16,518
Senice Centre and Office Building $343,458 $574,975 $440,251 $716,540 $276,289
Total General and Administrative Expenses | $3,481,564 $3,650,867 $4,166,443 $5,161,520  $995,077
CDM Program
CDM Rewenue $412,945 $502,238 $1,570,161  $1,620,403 $50,242
CDM Expenses $412,945 $502,024 $1,567,613  $1,620,403 $52,790
Total CDM Program | $0 $214 $2,548 $0 -$2,548
Depreciation | $3,335,388 $3,737,547 $3,300,000  $3,400,000 $100,000
Interest Expense
Interest Related Party $1,618,576  $1,348,813 $1,618,576  $1,170,151  -$448,425
Other Interest $85,084 $212,094 $109,500 $1,216,750 $1,107,250
Total Interest Expense | $1,703,660 $1,560,908 $1,728,076  $2,386,901 $658,825
Payment in Lieu of Taxes | $466,500 -$333 $171,677 $288,157 $116,480
Total Expenses | $14,146,454 $13,740,005 $15,622,769 $17,390,310 $1,767,541

Income/(Loss) from Operations | $2,056,805  $1,181,006 $645,836  $3,404,273 $2,758,437
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2013 BUDGET FINANCIAL STATEMENT REVIEW
PUC DISTRIBUTION

Distribution Revenue
Cost of service rate application — increased rates as of May 1, 2013 — based on 2013
estimated costs and 2013 asset base
Management Fee Revenue
New building — charge to services for new building — asset charge and cost of capital
Operating Expenses
Load Dispatching: SCADA operator
Stations: Increased labour allocation, Breaker Testing, Oil Reconditioning
Overhead Lines and Underground Lines: Reduced labour allocation
Miscellaneous Operating: Reduced labour allocation, reduced consulting costs
e Engineering Operations: Increased labour — GIS Tech
General and Administrative Expenses
e Billing and Collecting: Smart meter and TOU costs — IESO fees, meter person
reallocation
e Service Centre and Office Buildings: Increased property taxes less cost savings,
additional cost until buildings sold
. Increase due to TOU billing & new building
Interest Expense
¢ Interest Related Party: Change in OEB deemed rate as a result of cost of service
rate application from 6.1% to 4.41%
o OEB deemed rate will be updated prior to rate approval
e Other Interest: Smart meter loan, new building loan, infrastructure loan

Income of $3.4 million

c. PUC has provided below the total labour budgets for each department.

PUC Services Inc.
Available Hours Budget 2013 - Hourly

Standard Hrs  Stat Hrs Vac Hrs oT Avail Hrs Budget $

11 Corporate Services 22,912.00  832.00 1,128.00 200.00 21,152.00  $439,985.40
31 Billing 13,650.00  577.50 1,192.50 110.00 11,990.00  $306,410.24
32 Customer Service 14,700.00  622.50 1,080.00 75.00 13,072.50  $338,644.62
34 Field Services 5,850.00 247.50 345.00 150.00 5,407.50  $184,913.15
38 CDM 1,950.00 82.50 90.00 0.00 1,777.50 $44,075.25

41 Finance 9,750.00 412.50 975.00 400.00 8,762.50  $256,572.66



42 Collections - payments
43 Collections - arrears
44 Stores

50 General

51 Engineering

52 Stations and Systems Control 18,720.00

53 Line

54 Water

55 Water Treatment

56 Environmental Services

57 Meter

Budgeted overhead (vacation,

(approximately) of labour dollars.

PUC Services Inc.
Salaried Staff Budget 2013

President’s Office

Finance

Engineering

General

Meter

Stations and Systems Control
Line

Water

Water Treatment

Customer Service

Environmental Services
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3,900.00 165.00 292.50 10.00 3,452.50 $85,856.84

5,850.00  247.50 457.50 50.00 5,195.00 $137,210.35

6,722.00  288.00 528.00 100.00  6,006.00 $159,121.90

4,160.00 176.00 432.00 10.00 3,562.00 $91,687.60

30,376.00 1,272.00 2,464.00 1,900.00 28,540.00 $1,027,681.23
792.00 1,664.00 1,150.00 17,414.00 $631,259.82

67,016.00 2,600.00 4,944.00 4,500.00 63,972.00 $2,222,533.04
34,402.00 1,408.00 3,096.00 3,600.00 33,498.00 $1,126,125.92
48,274.00 1,760.00 3,120.00 1,500.00 44,894.00 $1,257,367.69
29,548.00 1,192.00 1,848.00 1,500.00 28,008.00  $923,001.28
12,480.00  528.00 1,056.00 200.00 11,096.00  $342,621.35
330,260.0 13,203.00 24,712.50 15,455.00 307,799.5 $9,575,068.34

sickness, health benefits, CCP, EIl, etc.) is an additional 40%

Total
$470,234
$921,209
$402,493
$165,700
$179,029
$124,597
$329,801
$311,263
$413,122
$819,706
$228,597
$4,365,749

Budgeted overhead (health benefits, CPP, El) is an additional 22% (approximately) of labour dollars.

d. Generally speaking, “run to failure” assets include relatively low cost items where the cost to
maintain the asset is high compared to its replacement cost and the impact of failure is
relatively low. Assets of this nature

include single phase pole-mount cut-outs (or
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disconnects), insulators (in general, as there is limited maintenance that can be done other
than cleaning), meters, sump pumps, and small kVA distribution transformers.

e. In 2011, planned replacement of leaking power transformers at Sub17 (Budget allowance
$300,000) was cancelled and efforts diverted to Conversion of Sub5 in order to eliminate
Subl17 ahead of schedule. Also, in response to deteriorating reliability, capital programs were
started in 2011 and planned to continue to end of 2014 to replace defective disconnects and
failure prone porcelain insulators.
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EXHIBIT 5 — COST OF CAPITAL AND CAPITAL STRUCTURE

Exhibit 5 - Issue #1 — Promissory Note and Debentures

Board Staff — IR 5-Staff-44

Ref: Exh 5-1-4, Page 3
The Promissory Note issued by PUC to PUC Inc. states:

The Borrower may, at any time, prepay the outstanding aggregate Principal amount of this
Note whether in whole or in part without notice, bonus or penalty.

Please comment on whether PUC has plans to monetize (ie: “pay off” or “replace”) its debt
with the shareholder, PUC Inc.

PUC Response

PUC has no plans to monetize (ie: “pay off” or “replace”) its debt with the shareholder, PUC Inc.

VECC - IR 5-VECC-35

Reference: Exhibit 5, Tab 1, Schedule 1, pg. 2

a) When does PUC expect to fix the rate for the 25 year debentures? Please clarify if
the debenture is to be with OIPC or another party. What s PUC'’s current estimate for
the rate of the debenture?

PUC Response

a) The rate for the 25 year debenture is expected to be fixed in the third quarter of 2013
with OIPC. The current rate (March 26, 2013) for 25 years is 3.9%. The final rate will be
determined once the debenture is purchased by Infrastructure Ontario.

SEC - IR 5-SEC-29
[5/1/4, p.3]
Please describe all actions, investigations, and other steps that have been taken by the
Applicant to determine what cost savings would be possible by borrowing from third

parties and utilizing the repayment right in the promissory note.

PUC Response

PUC Distribution has not considered replacing the current promissory notes with third party
borrowing.
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Energy Probe — IR 5-EP-21
Ref: Exhibit 5, Tab 1, Schedule 1

a) What is the current status of loan payable #1 to Infrastructure Ontario? Has it been
converted to a 15 year term loan?

b) What is the current status of loan payable #2 to Infrastructure Ontario? Has it been
converted to a fixed interest 25 year term loan?

c) What are the current interest rates available from Infrastructure Ontario for term loans of
15 and 25 years?

PUC Response

a) The loan payable #1 to Infrastructure Ontario has not yet been converted to a 15 year
term loan. The conversion is expected to take place in the second or third quarter of
2013.

b) The loan payable #2 to Infrastructure Ontario has not yet been converted to a fixed 25
year term loan. The conversion is expected to take place in the second or third quarter of
2013

¢) The current rate (March 26, 2013) for 25 years is 3.9%. The final rate will be determined
once the debenture is purchased by Infrastructure Ontario.

The current rate (March 26, 2013) for 15 years is 3.4%. The final rate will be determined
once the debenture is purchased by Infrastructure Ontario.
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EXHIBIT 6 - REVENUE DEFICIENCY OR SURPLUS

Exhibit 6 - Issue #1 — IFRS

Energy Probe — IR 6-EP-22
Ref:  Exhibit 6, Tab 2, Schedule 1

PUC has indicated that it is not moving to IFRS in 2013, but will do so in 2014. Given that this
means that the 2013 revenue requirement should be calculated under MCGAAP (Modified
CGAAP) where the maodifications to CGAAP relate only to the changes in the capitalization of
overheads and the changes in depreciation rates, please provide a version of Tables 6-2 and 6-3
that show the impact of going from CGAAP to MCGAAP. Please also assume that there is no
PP&E Deferral Account since there is no transition to IFRS in 2013.

PUC Response

PUC confirms it is not moving to IFRS in 2013 and is requesting the application be approved by
the Board under CGAAP.

Although not electing to implement IFRS for reporting purposes, PUC did adopt the extended
useful lives and overhead capitalization components of IAS 16 in 2012 as originally filed in the
application for the bridge and test year.

The only changes PUC made to file under MIFRS for the bridge and test year were the change in
useful lives, capitalization of overheads, and a 1575 deferred PP&E account.

Since the changes in the estimated useful lives and capitalization of overheads can be made
under CGAAP, the only change PUC is proposing to file under CGAAP is the removal of the
request for a 1575 deferred PP&E account.

PUC has proposed changes as a result of the interrogatories in Board Staff - IR 1-Staff-2. The
changes include removal of the request for a 1575 deferred PP&E account.

A revised Table 6-2 and 6-3 are included below which reflect all changes proposed as a result of
the interrogatories.

Table 6-2 Impact on Rate Base Due to Change in Useful lives and Capitalization of Overheads

Rate Base CGAAP - no change in|CGAAP - with change in
estimated useful lives and | estimated useful live and
overhead capitalization overhead capitalization

2013 Net Fixed Assets | 80,369,401 80,704,733

Opening

2013 Net Fixed Assets Closing | 83,243,549 83,922,280
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Average Net Fixed Assets 81,806,475 82,313,506
Working Capital Allowance 10,046,848 10,142,152
Rate Base 91,853,323 92,455,658
Difference in Rate Base 602,335
Regulated Rate of Return 5.98%
Increase in Regulated Return $ 36,019
on Capital in 2013 Test Year

using MIFRS

Table 6-3 Impact on Revenue Requirement Due to Change in Useful lives and Capitalization of

Overheads
Revenue Requirement CGAAP MIFRS Difference
Depreciation 4,493,943 3,407,501 (1,086,442)
PILs 481,099 263,796 (217,303)
OM&A 10,195,763 10,928,870 733,107
Increase in regulated return from above 36,019
Impact on Revenue Requirement (534,619)
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EXHIBIT 7 — COST ALLOCATION

Exhibit 7 - Issue #1 — Revenue to Cost Ratios

Board Staff — IR 7-Staff-45

Ref: Exh 7-1-2, Table 7-4
PUC filed the following table:

Table 7-4 2013 Revenue to Cost Ratios (Appendix 2-P Part C)

C) Rebalancing Revenue-to-Cost (R/C) Ratios

Previously Status Quo
Class M.ﬁ‘;i;:r;:::nlf:t;:s“ Ratios Proposed Ratios Policy Range
| (TC+TE)I(TA) (7D + TE) I (TA)
2008
Yo Yo Yo %
Residential 93.00 93.21 93.3 [85-115
GS < 50 kv 113.00 11157 111.6 |80-120
GS > 50 kyy
118.00 120.52 120.0 |80 - 120
Street Lighting 70.00 77.96 78.0 [70-120
Sentinel Lighting 70.00 78.68 80.0 [80-120
Unmetered Scattered Load (USL) 82.00 95.82 95.8 [80-120

a) If the proposed ratios for the Street Lighting and Sentinel Lighting classes were

increased to 90%, please recalculate the proposed ratio for the GS > 50 kW class.

b) Please comment on whether the results of (a) would be appropriate for rate

making purposes.

PUC Response

a) If the proposed ratios for Street Lights and Sentinel Lighting rate classes were
increased to 90% the revised proposed ratio for the GS>50 kW rate class would

be 116.1%.

b) The above change results in the bill impacts for the sentinel and street light rate
class to be greater than 10%. The resulting total bill impact for sentinel light

customers is 17.44% and the street light rate class is 19.70%.
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Reference:

Exhibit 7, Tab 1, Schedule 2, page 3
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a) Why is PUC proposing to increase the R/C ratio for Residential but not change the
one for the Street Lighting class which has a lower “status quo” ratio?

b) Please provide the R/C ratios that would result if the GS>50 ratio was reduced as
proposed and then the following steps were implemented to the extent required to
offset the revenue shortfall:
The Sentinel ratio was increased to 80%, followed by
The Sentinel and Street Lighting ratios are increased to 93.21% as necessary

PUC Response

and,

If necessary, the ratios for Residential, Sentinel and Street Lighting were all
increased.

a) The changes in the revenue-to-cost ratios for the GS>50 and the Sentinel lights
was offset in the residential rate class. The percentage increase to the residential
ratio was minimal at 0.09%.

b) PUC proposed the reduction to the GS>50 customers to 120% from 120.52% and
the Sentinel Light to 80% in the original application. PUC has included the ratios if
the street lights and sentinel lights are increased to 93.21 %. The offset is to the
residential rate class.

Cost Allocation Based Calculations

2013 Base
Revenue
Revenue Mlocated | Miscellaneous
Requirement - |  based on Revenue
2013 Cost | Proportion of | Allocated from Proposed
Allocation Revenue at 2013 Cost Revenue Cost | Revenueto | Proposed |Miscellaneous| Proposed |Board Target | Board Target
Class Model Existing Rates | Allocation Model | Total Revenue Ratio Cost Ratio Revenue Revenue  |Base Revenue|  Low High
Residential 12216417 10,023.199 1419184 11,442 383 93.21% 91.83% 11273936 | 1419184 9554762 85% 115%
GS < 50 kW 2937676 2943610 333,862 32074712 111.57% 111.60% 3278417 333,862 2,944 555 80% 120%
GS =50 kW 3733302 4114229 385,082 4499311 12052% 120.00% 4,479,962 385,082 4,094,880 80% 120%
Sentinel Lights 3143 35,09 531 40469 78.68% 31% 47,942 531 42,568 80% 120%
Street Lighting 1,175,944 79,079 120,652 916,731 T1.96% 321% 1,096,088 120,652 975,436 0% 120%
USL 37694 32241 3840 36,081 95.82% 95.80% 36,073 3840 3223 80% 120%
0.00%
TOTAL 20,1241 17,944,453 2,261,964 20,1241 100.0% 0,247 2267964 17,944,453

Energy Probe — IR 7-EP-23
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With respect to the proposed revenue to cost ratios shown in Table 7-4, please assume that the
GS > 50 class is reduced to 120% and the street lighting and sentinel classes are set equal to
one another, with no changes in the ratios for any of the other classes. What is the ratio required
for the sentinel and street lighting classes that keeps PUC revenue neutral?

PUC Response

The ratios required for the sentinel and street lights is 79.5% as shown in the table below.

Cost Allocation Based Calculations

2013 Base
Revenue
Revenue Allocated Miscellaneous
Requirement - based on Revenue
2013 Cost Proportion of | Allocated from Proposed
Allocation Revenue at 2013 Cost Revenue Cost | Revenue to Proposed | Miscellaneous | Proposed | Board Target | Board Target
Class WModel Existing Rates | Allocation Model | Total Revenue Ratio Cost Ratio Revenue Revenue  [Base Revenue Low High
Residential 12,276,417 10,023,199 1,419,154 1,442,353 93.2% 93.2% 1,441,621 1,419,154 10,022,467 85% 115%
GS < 50 kW 2,937,676 2,943,610 333,862 3277472 111.6% 111.6% 3278417 333,862 2,944 555 0% 120%
GS »50 kW 3,733,302 4114229 385,082 4,499,311 120.5% 120.0% 4,479 962 385,082 4,094,880 8% 120%
Sentinel Lights 51,434 35,095 5,374 40.469 78.7% 79.5% 40,911 5374 35,637 80% 120%
Street Lighting 1,175,934 796,079 120,652 916,731 78.0% 79.5% 935,434 120,652 614,762 0% 120%
UsL 37,654 3224 3,840 36,081 95.8% 95.8% 36,073 3.640 32233 80% 120%
TOTAL 20,212,417 17,944,453 2,267,964 20,212,417 100.0% 20,212,417 2,267,964 17,944,453
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Exhibit 7 - Issue #2 — Weighting Factors

Board Staff — IR 7-Staff-46

Ref: 2013 Cost Allocation Model, Sheet 5.2 Weighting Factors
Ref: Board Report EB-2010-0219, “Review of Electricity Distribution Cost Allocation
Policy “March 31, 2011. Page 26

As stated in the Board Report:

The Board is of the view that default weighting factors should be utilized only in exceptional
circumstances. In general, distributors have had sufficient time since preparing their 2006 Cost
Allocation Information Filings to have gained the experience necessary to enable them to
propose appropriate distributor-specific weighting factors.

Default values and the basis on which they were derived will be included in the documentation;
however, any distributor that proposes to use those default values will be required to
demonstrate that they are appropriate given their specific circumstances.

Please confirm that PUC provides service facilities to GS>50 kW customers and that the
weighting factor recorded in Account 1855 is 10X the average for Residential customers.

PUC Response

PUC has estimated the GS>50 kW customers weight factor in account 1855 is 10X the average
for a residential customer. PUC does not record historical costs in account 1855 based on
residential and general service rate classes. As per discussions with PUC engineering staff, an
estimated 10X weight factor for GS>50 kW customers appears to be reasonable.
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Exhibit 7 - Issue #3 — Meter Reading Costs

Board Staff — IR 7-Staff-47

Ref: 2013 Cost Allocation Model, Sheet 7.2 Meter Reading
Ref: 2013 Cost Allocation Model, Sheet O1 Revenue to Cost

Board staff notes that Sheet 17.2 has not been completed by PUC.
Please complete sheet 17.2 and identify any changes to the results on sheet O1.

PUC Response

PUC has completed sheet 17.2 in the cost allocation model. The meter reading costs were
allocated based on the number of installed meters for each rate class as approved in PUC’s
smart meter rate application EB-2012-0084.

PUC also changed the allocator for meter reading expense from CWMC to CWMR as indicated
in Board Staff IR—7—Staff-48.

As a result of the interrogatories, PUC has filed an updated cost allocation model with
adjustments as PUC Distribution_IRR_Cost Allocation Model 20130404.

Board Staff — IR 7-Staff-48
Ref: 2013 Cost Allocation Model, Sheet E4 TB Allocation Details

Board staff notes that account 5310, Meter Reading Expense, is being allocated by CWMC as
opposed to the default setting of CWMR.

a) Please comment on why PUC has chosen to allocate account 5310 by CWMC versus
CWMR.

b) If PUC deems CWMR to be the correct allocator, please correct and re-file the cost
allocation model.

PUC Response

a) Upon further review, PUC agrees the CWMR (weighted meter reading costs) is the better
allocator for account 5310 - Meter Reading Expense.

b) PUC re-filed, with the interrogatory responses, a revised cost allocation model that
reflects the change to the CWMR allocator and a completed sheet 7.2 to include
weighting factors for meter reads.

VECC - IR 7-VECC-36

Reference: Exhibit 7, Tab 1, Schedule 1
Cost Allocation Model
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CA Model Sheets 16.2 and 17.2 do not include any weighting factors for meter reading.
How were meter reading costs allocated to customer classes?
What is the basis for the smart meter costs by customer class shown in Sheet 17.1?

How is the meter data for GS>50 customers with smart meters processed (i.e. does PUC
do it or is it processed by the IESO/SME’s MDM/R)?

PUC Response

a) Meter reading costs were allocated based on CWMC (weighted meter capital). Upon

further review, PUC has determined the more appropriate allocator would be CWMR
(weighted meter reading costs). PUC has completed the weight factors on sheet 17.2 and
sheet 16.2. A revised Cost allocation model has been submitted with the interrogatory
responses and reflects all changes proposed as a result of the interrogatories listed in
Board Staff - IR 1-Staff-2.

b) The basis for the smart meter costs by customer class on sheet 17.1 is the average smart

meter unit cost by rate class approved in PUC’s Smart Meter Final Disposition Application
EB-2012-0084. The number of customers is from PUC’s 2013 test year load forecast in
Exhibit 3.

PUC has not synchronized the GS>50 customers with smart meters with the IESO/SME’s
MDM/R.
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EXHIBIT 8 — RATE DESIGN

Exhibit 8 - Issue #1 — Tariff Sheet

Board Staff — IR 8-Staff-49

Ref: Exh 8-2-1
The 3rd paragraph in the “Application” section of the tariff sheet for each rate class reads
as follows:

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.

Based on recent Tariff of Rates and Charges approved by the Board in 2013 rate
applications, the above paragraph should be amended as follows:

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. In addition, the charges in the MONTHLY
RATES AND CHARGES - Regulatory Component of this schedule do not apply to a
customer that is an embedded wholesale market participant.

Please confirm whether PUC has any concerns with the noted change to be applied to those
classes for which the regulatory component applies, and if so, why.

PUC Response

PUC has no concerns with the above noted change in the paragraph of the tariff sheet for those
classes which the regulatory component applies.
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On December 20, 2012, the Board issued updated Uniform Transmission Rates that are
effective January 1, 2013. Please file a revised RTSR workform that reflects the new UTRs.

PUC Response

PUC has updated the RTSR workform to reflect the Uniform Transmission Rates effective
January 1, 2103. A summary of the changes are in the table below and a revised electronic

excel copy is filed with the interrogatory responses.

Proposed RTSR
Metwork rates

Asfiledin updated with

the January 1, 2013

Rate Class application | approved rates
Residential k'wh (0.0058 (.0059
General Service Less Than 50 kW K'Wh 0.0054 0.0055
General Service 50 to 4,999 kW kW 2.2063 2.2434
General Service 50 to 4,999 kW —Interval Metered kW 2.7747 2.8214
Unmetered Scattered Load kK'\Wh 0.0054 0.0055
Sentinel Lighting kw 1.6724 1.7006
Street Lighting kw 1.6639 1.6919

VECC - IR 8-VECC-38
Reference: Exhibit 8, Tab 1, Schedule 4

a) Please update the proposed RTSRs to reflect the UTRs approved by the Board for 2013

(EB-2012-0031).

PUC Response

a) PUC has updated the RTSR workform to reflect the Uniform Transmission Rates effective
January 1, 2103. A summary of the changes are in the table above and a revised
electronic excel copy of the model is filed with the interrogatory responses.
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Exhibit 8 - Issue #3 — Loss Factors

Board Staff — IR 8-Staff-51

Ref: Exh 8-1-5

Board staff notes that the total loss factor for the primary metered customer less than 5000 kW is
not consistent with the primary metering allowance for transformer losses. Board staff notes that
the total loss factor for the primary metered customer less than 5000 kW should be 99% of the
total loss factor for the secondary metered customer less than 5000 kW.

Please provide the calculations used to compute the total loss factor for the primary
metered customer less than 5000 kW.

PUC Response

In the application PUC applied the historical difference in the loss factors between the
secondary and primary metered customers.

PUC agrees with Board Staff that the primary metered customer less than 5,000 kW should be
99% of the total loss factor for the secondary metered customer less than 5,000kW. PUC has
revised the loss factors as follows:

Total Loss Factor — Secondary Metered Customer < 5,000 kW 1.0489
Total Loss Factor — Primary Metered Customer < 5,000 kW 1.0385
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[8/1/3, p. 2] Please recalculate the volumetric rate for GS>50 on the basis that the
monthly fixed charge is set at 120% of Minimum system with PLCC, i.e. $34.61.

PUC Response

PUC has recalculated the volumetric rate for the GS>50 rate class on the basis that the fixed
monthly charge is set a $34.61. The resulting variable charge, as shown in the table below, is
$6.4139 per kW compared to $5.3209 per kW in the application.

Distribution Rate Allocation Between Fixed & Variable Rates For 2013 Test Year

Rev Proposed Gross
Total Net Rev. |Requiremen| Fixed Resulting Total Fixed |Total Variable| Transformer | Distribution
Customer Class | Requirement t% Rate | Variable Rate | Revenue Revenue Allowance Revenue Total
Residential 10,040,436 55.95% 10.72 50.0185 5 37661925 6274244 10,040,436 10,040,436
GS = 50 kW 2,944 555 16.41% 18.23 50.021832 |5 TM4012|% 2200543 | % 21,064 2,965,619 2,965,619
GS =50 kW 4,094,580 22.82% 34.61 $6.4139 § 165,713 |§ 3929168 | § 84,036 4,178,916 4.178.916
Sentinel Lights 35,173 0.20% 318 5296919 |§ 14781 % 20,992 36,773 36,773
Street Lighting 796,577 4.44% 314 5204295 |§ 3351 |5 461442 796,577 796,577
UsL 32,233 0.18% 13.52 50.0332 § JA07 |5 28,826 32,233 32,233
TOTAL 17,944,453 100% § 5029239 § 12915214 § 105100 § 18,049,553 § 18,049,553
Forecast Fixed/Variable Rati 27.864% 71.554% 0.582% 100.000%
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EXHIBIT 9 — DEFERRAL AND VARIANCE ACCOUTS

Exhibit 9 - Issue #1 — HST/OVAT

Board Staff — IR 9-Staff-52

Ref: Exh 9-1-2, Page 5, Account 1592 Sub-Account HST/OVAT

Ref: Filing Requirements For Electricity Transmission and Distribution Applications, EB-
2006-0170, June 28, 2012

Ref: December 2010, Accounting Procedures Handbook Frequently Asked Questions

(“APH FAQs")
As per Exh 9-1-2, Page 5 and 6, PUC stated:

The 8% Ontario provincial sales tax (PST) and the 5% Federal goods and services tax (GST)
were harmonized effective July 1, 2011 at 13% pursuant to Ontario Bill 218.... The Board
directed distributors, as of July 1, 2011, to record in deferral account 1592 (PILS and Tax
Variances) the incremental ITC (Income Tax Credit) it received on distribution revenue
requirement items that were previously subject to PST and have become subject to HST.....

Page 52 and 53 of the Filing Requirements For Electricity Transmission and Distribution
Applications, EB-2006-0170, June 28, 2012 state the following regarding the HST Deferral
Account:

The applicant must provide an analysis that supports the applicant's conformity with
December 2010 APH FAQs, in particular the example shown in FAQ #4. The applicant must
state whether entries have been made to record variances in the sub-account of Account
1592 to cover the period from July 1, 2010 to December 31, 2012 since the Test Year, which
starts January 1, 2013 would include the HST impacts in rates going forward. If this is not the
case, please explain. If the rate year begins May Ontario Energy Board June 28, 2012,
entries to record variances in the sub-account of Account 1592 would cover the period from
July 1, 2010 to April 30, 2013

a) Please provide detailed schedules, similar to Table 1 and Table 2 of Question 4 of the
December 2010 APH-FAQs, to indicate the period HST savings on OM&A costs and capital
expenditures for the periods of:

i. July 1, 2010 to December 31, 2010;

ii. January 1, 2011 to December 31, 2011,

iii. January 1, 2012 to December 31, 2012; and
iv. January 1, 2013 to April 30, 2013.

b) Since the calculation of the HST savings in Question 4 of the December 2010 APH-FAQs for
OM&A costs and capital expenditures is based on a proxy using 2009 spending, has the
distributor experienced actual spending which were materially different for the above-noted
periods in a)? If so, please explain the basis for the differences and provide detailed schedules
for the HST savings for each period.
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c) Board staff notes that the HST was effective July 1, 2010, not July 1, 2011, consistent with
page 52 of the Filing Requirements. Please update the balance in Account 1592, sub-account
HST/ OVAT, and other evidence where appropriate.

d) The Filing Requirements indicate that principal entries to the HST Deferral Account should
be recorded up to the start of the Rate Year. Please update the balance in Account 1592
Sub Account HST/OVAT with both principal entries and associated carrying charges
recorded in the account up to April 30, 2013. Please update the relevant evidence where
appropriate.

PUC Response

a) Inthe Table below PUC has provided detailed schedules similar to Table 1 and Table 2 of
Question 4 of the December 2010 APH-FAQs for HST savings on OM&A costs and capital
expenditures. PUC has updated the Table below to include OM&A and Capital amounts
until April 30, 2013. In the application PUC requested 50% of the December 2011 audited
balance of $37,148 (50% of $74,148). Based on the revised Table below PUC is
requesting disposition of $250,915 (50% of $501,829) to be returned to customers.
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PST Savings on Capital Purchases

| Asset | Depreciation |

Pre-HST Purchases with PST included in Assets 2010 2011 2012 2013 Total
July 1, 2010 to December 31, 2010 Purchases § 2902556 $§ 56015 § 56015 § 56015 § 18672 $ 186,716
January 1, 2011 to December 31, 2011 Purchases § 9,596,772 $ 173081 8§ 173081 § 57694 § 403855
January 1, 2012 to December 31, 2012 Purchases  § 29,946 157 $ 304896 $ 101632 $ 406528
January 1, 2013 to April 30, 2013 Purchases § 2,658,202 § 87725 $ 87725

Total Depreciation Expense (A) $ 56015 § 229095 § 533092 § 26h722 $1,084824
Post HST Purchases with Input Tax Credit
included in Assets
July 1, 2010 to December 31, 2010; § 2687551 § 51866 $ 51866 $ 51866 § 17289 § 172885
January 1, 2011 to December 31, 2011; $ 8885900 $ 160,260 $ 160,260 $ 53420 $ 373940
January 1, 2012 to December 31, 2012; and § 27727923 $ - % 282311 § 94104 § 376,415
January 1, 2013 to April 30, 2013. $ 2,461,298 $ - 8 - 891227 § 81227

Total Depreciation Expense (B) $ 51866 § 212125 § 494437 § 246039 $1,004 467
Total Capital Items PST Savings (A-B) $ 4149 $ 16970 $ 39555 $ 19683 § 80357

Summary of PST Savings for OM&A and Capital
2010 2011 2012 2013 Total
OM&A Expense PST Savings § 72723 § 145446 § 145446 § 48482 § 412097
Capital ltems PST savings $§ 4149 § 16970 § 39555 § 19683 § 80357
Total $ 76872 $ 162416 $ 185001 $ 68,165 $§ 492454
Carrying Charges 9375
Total recorded in account 1592 § 501,829
Amount to be returned to customers 50% § 250915
b) PUC has not experienced actual spending which was materially different from the estimated

amounts used in the calculation of PST savings.

c) In Exhibit 9, Tab 1, Schedule 2, Page 5, PUC stated the harmonized sales tax was effective
July 1, 2011. As an oversight PUC stated July 1, 2011 instead of July 1, 2010. PUC calculated
the balance as of July 1, 2010 in the application and the revised calculation above includes

OM&A and Capital expenditures until April 30, 2013.

d) The Filing Requirements indicate that principal entries to the HST Deferral Account should
be recorded up to the start of the rate year. PUC has updated the table above for Account
1592 Sub Account HST/OVAT with both principal entries and associated carrying charges

recorded up to April 30, 2013.
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Exhibit 9 - Issue #2 — 1595 Disposition

Board Staff — IR 9-Staff-53

Ref: Exh 9-1-3, Page 5, Account 1592 Sub-Account HST/OVAT

Ref: DVA Continuity Schedule for COS Applications, Sheet 2. 2013 Continuity
Schedule, Footnote 7

As per Exh 9-1-3, the Closing Principal Balance as of Dec-31-11 for Account 1595 Disposition
and Recovery/Refund of Regulatory Balances (2011) is $(56,821).

As per footnote 7 of the “DVA Continuity Schedule for COS Applications”, Sheet 2. 2013
Continuity Schedule, it is stated Include Account 1595 as part of Group 1 accounts (lines 31, 32
and 33) for review and disposition if the recovery (or refund) period has been completed. If the
recovery (or refund) period has not been completed, include the balances in Account 1595 on a
memo basis only (line 85).

Board staff notes that the 2011 IRM period had not been completed as at December 31, 2011,
the balance sheet date that PUC Distribution Inc. proposed to clear this sub- account.

a) Please update PUC's evidence to remove the balance of Account 1595, Disposition and
Recovery/Refund of Regulatory Balances (2011), as the recovery period was not completed
as at December 31, 2011. Board staff notes that PUC could apply to clear this sub-account in
its 2014 IRM proceeding.

PUC Response

PUC included the closing principal balance of Account 1595 Disposition for 2011 Regulatory
Balances in the Group 1 accounts on the continuity schedule instead of on a memo line.
Although PUC has shown the 1595 2011 amount with the group 1 accounts, it is not included in
the total claim or calculated as part of the rate rider in the application.

PUC will be requesting recovery/disposition of the 1595 sub-account for 2011 Regulatory
Balances in its 2014 IRM proceedings.
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Exhibit 9 - Issue #3 — Estimated kW

Board Staff — IR 9-Staff-54

Ref: Exh 9-1-8, Page 1, Table 9-6

Ref: Exh 9-1-8 Page 3, Table 9-10

Per Exh 9-1-8 Page 1 Table 9-6 Allocators, the Estimated kW for Non-RPP customers is
544,238 kW for Rate Class General Service > 50. However, per Exhibit 9, Tab 1, Schedule 8,
Page 3 of 3, Table 9-10 Global Adjustment Rate Riders, the estimated kW is 675,864 kW for
the same rate class. Board staff notes that PUC is using 675,864 kW for the purpose of the
rate rider calculation.

a) Please reconcile and explain the variance and state what the correct figure is.
b) Please update the table evidence and other related evidence where
appropriate with the correct numbers.

PUC Response

a) The correct figure for the estimated Non-RPP GS>50 is 544,238 kW. The total 675,864 kW for
all GS>50 customers was included in the Table 9-10 as an oversight.

b) A revised Table 9-10 is included below:

Rate Rider Calculation for RSVA - Power - Sub-account - Global Adjustment

Rate Class Units KW / kWh | # of Balance of RSVA - | Rate Rider for
{Enter Rate Classes in cells below) Customers Power - Sub- RSVA - Power -
Residential kWh 35,485,908 | § 56,167 0.0016 |5/kWh
General Sewvice < 50 k\Wh 16,636,650 | § 26174 0.0016 |5/kWh
General Semvice = 50 kKW 544 238 | § 338,704 0.6223 |$/kw
USL kWh - 5 - - |BkWh
Sentinel Lights kW 5 Sk
Street Lights kW 5 Sk
5
5 _
Total $ 421,046
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Exhibit 9 - Issue #4 — On-going deferral and variance accounts

Board Staff — IR 9-Staff-55

Ref. Exh 9-1-2
As per page 51 of the Filing Requirements For Electricity Transmission and Distribution
Applications, EB-2006-0170, June 28, 2012, the applicant must provide the following:

Identification of which of the... [deferral and variance] accounts the applicant will continue on a
going forward basis.

Board staff notes that PUC did not state in its application which of the deferral and
variance accounts it will continue on a going forward basis.

a) Please update the evidence where appropriate and state which deferral and variance
accounts the applicant will continue on a going forward basis.

PUC Response

a) The deferral and variance accounts that will continue on a going forward basis are:

1580 — Retail Settlement Variance Account — Wholesale Market Service Charges
1584 — Retail Settlement Variance Account — Retail Transmission Network Charges
1588 — Retail Settlement Variance Account — Power

1589 — Global Adjustment Variance Account

1595 — Disposition of Recovery of Regulatory Balances

1518 — RCVA Retail

1548 - RCVA STR

1508 - One-Time Incremental IFRS costs

1576 — Accounting Changes under CGAAP

1555 — Stranded Meter Costs
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Exhibit 9 - Issue #5 — 1518 and 1548 RCVA

Board Staff — IR 9-Staff-56

Ref:

Exh 9-1-3, Account 1518 RCVA retail and Account 1548 RCVA service transaction

requests (str)
PUC is requesting disposition of the December 31, 2011 audited balance of Account 1518 plus

forecast interest through to April 30 2013. The requested amount is a credit of ($438,508).

PUC is requesting disposition of the December 31, 2011 audited balance of Account 1548
plus forecast interest through to April 30, 2013. The requested amount is a debit of
$178,012.

a) Please identify the drivers for the balances in Account 1518 and Account 1548.

b)

d)

Please provide a schedule identifying all revenues and expenses, listed by Uniform
System of Account (USoA) number, that are incorporated into the variances recorded
into Account 1518 and Account 1548 for 2011, the actual/forecast for 2012 and a
forecast for 2013.

Please confirm whether or not PUC has followed Article 490, Retail Services and Settlement
Variances of the Accounting Procedures Handbook for Account 1518 and Account 1548.
Please explain if PUC has not followed Article 490. In other words, please confirm that the
higher of, the relevant revenues (i.e. account 4082, Retail Services Revenue and/or account
4084, STR Revenue) and the incremental expenses in the associated expense accounts
(i.e. account 5315, Customer Billing, and possibly 5305, Supervision and 5340,
Miscellaneous Customer Accounts Expenses) is reduced (i.e. revenues debited or expenses
credited) at the end of each period, with an offsetting entry to the variance account. Please
explain if PUC has not followed Article 490.

Please confirm that the all costs incorporated into the variances reported in Account 1518
and Account 1548 are incremental costs of providing retail services. If this is not the
case, please explain.

PUC Response

a) The cost drivers that go into 1518 are as follows:
Retailers fixed monthly charges revenue
Retailers variable monthly charges revenue
Bill ready fee revenue

Incremental Kinetiq fees

The cost drivers that go into 1548 are as follows:
o STR request fee revenue
e STR processing fee revenue
e Hub Services Expense
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b) PUC has provided below a schedule identifying all revenues and expenses, listed by
Uniform System of Account (USoA) number, that are incorporated into the variances
recorded into Account 1518 and Account 1548 for 2011, the actual/forecast for 2012 and
a forecast for 2013.

1518 Actual 2011 | Actual Forecast 2013
2012

Account 4082 — sub account retailer | (4,020) (4,320) (5,590)

fixed monthly charge

Account 4082 — sub account retailer | (23,138) (18,578) (23,650)

variable monthly charge

Account 4082 — sub account bill | (13,875) (11,147) (13,760)

ready fee

Account 5315 — amounts relating to | 4,493 2,442 2,500

Kinetig fees

1548 2011 2012 2013

Account 4084 — sub account STR | (544) (344) (545)

request fee

Account 4084 — sub account STR | (179) (143) (155)

processing fee

Account 5315 amounts relating to | 17,070 18,586 18,500

Hub Services

c) PUC confirms, to the best of its knowledge, it followed Article 490, Retail Services and
Settlement Variances of the Accounting Procedures Handbook for Account 1518 and
Account 1548.

d) PUC confirms that all costs incorporated into the variances reported in Account 1518 and
Account 1548 are incremental costs of providing retail services.
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Exhibit 9 - Issue #6 — 1508 Sub account IFRS

Board Staff — IR 9-Staff-57

Ref: Exh 9-1-2, Page 6, Account 1508

In its application, PUC stated that “PUC has no costs at this time recorded in account 1508 —
Other Regulatory Assets Sub-Account IFRS and is not requesting disposal of any balances in
this application”

a) What is the status of PUC’s IFRS implementation project? Please explain and describe
whether and how PUC Distribution Inc. has undertaken a project in this area.

b) Please confirm no incremental one-time administrative transition IFRS costs have been
incurred to date and the reasons why no costs have been incurred.

c) Please confirm if any incremental IFRS costs have been reflected in base rates in prior

proceedings. If so, please state the amounts reflected in rates and which section of the
revenue requirement these amounts can be attributed.

PUC Response

a) PUC has delayed the implementation of IFRS and will not be making the change in the
test year.

b) PUC confirms no incremental one-time administrative IFRS costs have been incurred to
date due to the deferral of the implementation of IFRS.

¢) PUC confirms there are no IFRS costs reflected in the rate base.

VECC - IR 9-VECC-39

Reference: Exhibit 9, Tab 1, Schedule 4, pg. 8

a) Has PUC incurred any IFRS transition costs? If so why is the Utility not seeking
recovery of these costs?

PUC Response

a) PUC has not incurred any IFRS transition costs to date.
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Exhibit 9 - Issue #7 — Account 1576

Board Staff — IR 9-Staff-58

Ref: Board letter issued on July 17, 2012 re “Requlatory accounting policy direction

regarding changes to depreciation expense and capitalization policies in 2012 and
2013"

Ref: July 2012 APH FAQs

Ref: Exh 9-1-2, Page 8, Table 9-2

Ref: Exh 2-2-3. Page 1

In its letter dated July 17, 2012, the Board stated:

The Board will permit electricity distributors electing to remain on Canadian GAAP (“CGAAP")
in 2012 to implement regulatory accounting changes for depreciation expense and
capitalization policies effective on January 1, 2012. The Board however will require that these
changes be mandatory in 2013 for all distributors that have not yet made these changes, even
if there is a further option to defer IFRS changeover in 2013. A new variance account is
created and authorized for distributors to record the financial differences arising from these
accounting changes.

The Board approved a new variance account, Account 1576, in the aforementioned letter:
The Board has approved a new variance Account 1576, Accounting Changes Under CGAAP,
for distributors to record the financial differences arising as a result of the election to make
these accounting changes under CGAAP in 2012 or to make these changes as mandated by
the Board in 2013, if applicable.

In a situation when the utility requests accounting changes to depreciation expense and
capitalization policies while reporting under CGAAP in 2012, the July 2012 APH FAQ Q1 states
that:

These accounting changes for adherence to Board requirements for modified IFRS and
their associated rate impacts will be reviewed as part of the distributor’s next cost of service
application.

The July 2012 APH-FAQ Q2, Appendix A and Appendix B provides detailed guidance on the
accounting for Account 1576. Board staff notes that PUC has submitted Account 1575 for
disposition and associated adjustments in the 2013 rate application. In its evidence, PUC has
indicated that it will change the capitalization and depreciation policies in 2012. As per
Exhibit 2 Tab 2 Schedule 3 Page 1 of 1 PUC has stated that:

e  PUC Distribution Inc. is filing its 2013 cost of service rate application based on
MIFRS for the 2012 Bridge year and the 2013 Test year.

e For financial reporting purposes, PUC Distribution Inc. has decided to remain on
CGAAP and defer implementation of IFRS to January 1, 2014.

a) Given that PUC plans to defer implementation of IFRS to January 1, 2014 for financial
reporting purposes, please confirm that PUC is withdrawing its request for disposition of
Account 1575. Please confirm that PUC is removing the associated MIFRS adjustments
related to the clearance of Account 1575 in this rate application. If this is not the case, please
explain.

b) As per the Board's July 2012 APH-FAQs related to depreciation and capitalization
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changes and guidance provided in Q&A #2, Appendix A and B, please update the Applicant’s
evidence showing the proposed derivation of the amounts recorded in Account 1576, by
illustrating the accounting changes as cited in the example at Appendix B in the July 2012

FAQ Q2.

c) Please adjust the depreciation expense for the test year 2013 by the amortization of the
Account 1576 balance and update the relevant evidence pertaining to Account 1576 in the rate

application.

PUC Response

a) Since PUC plans to defer implementation of IFRS for financial reporting purposes, PUC
confirms it is withdrawing its request for disposition of Account 1575. PUC confirms it is
removing the associated MIFRS adjustments related to the clearance of Account 1575 in this

rate application.

b) PUC has included below the proposed derivation of the amounts recorded in Account
1576 as per the Board’s July 2012 APH-FAQs related to depreciation and capitalization
changes and guidance provided in Q&A #2, Appendix A and B.

2011 2012 2013

Basis of Rates IRM IRM COS
Forecast vs Actual used in COS Rates Actual Forecast Forecast
PP&E values Assuming “Previous” CGAAP Accounting
Policies continued
Opening Net PP&E 39,879,839 | 53,939,275
Additions 4,028,176 30,618,314
Depreciation (1,373,442) | (4,167,774)
Closing net PP&E 42,534,573 | 80,389,815
PP&E Values Assuming Accounting Changes Under
CGAAP in 2012
Opening Net PP&E 39,879,839 | 53,939,275
Additions 4,028,176 29,966,571
Depreciation (1,373,442) | (3,180,699)
Closing net PP&E 42,534,573 | 80,725,147
Difference in Closing net PP&E, “previous” CGAAP vs 0 (335,332)
“changed” CGAAP
Variance Account 1576
Opening Balance 0 0
Amount Added Annually 0 (335,332)
Closing Balance in deferral account 0 (335,332)
Journal Entries
2012 — Debit Account 4305 335,332

Credit Account 1576 335,332
Annual amortization of deferral account (over 4 year (83,833)

rebasing term) and amount included in

requirement on rebasing in 2013

revenue
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¢) PUC adjusted the depreciation expense for the test year 2013 by the amortization of the
Account 1576 balance ($83,833) and relevant evidence pertaining to Account 1576 in the rate
application. Depreciation expense in the original application was $3,302,887 with the PP&E
deferral adjustment. Below PUC has recalculated the depreciation expense in the test year to
be $3,323,668. The revised amount removes the PP&E deferral amount and includes the 1576
adjustment amount.

PUC Distribution Inc.

Fixed Asset Continuity Schedule (Distribution & Operations) CGAAP Test Year
As at December 31, 2013
Appendix 2.B Cost Accumulated Depreciation
CCA Opening Additions 172 Closing Net Book
Class | OEB Description Balance Additions Disposals |Closing Balance |Opening Balance| year rule posal Balance Value
WA | 1805 |Land 89.159 89.159 0 89,159
CEC | 1806 | Land Rights 836,562 836,562 0 0 836,562
47 | 1808 | Buildings and Fixtures 24,242,326 24,242,326 925,406 484,837 1413.242) 22,829,084
13 | 1810 | Leasehold Improvements 0 0 0 0 0
47 | 1815 | Transformer Station Equipment - Normally Prim 8,347 405 46,618 8,394,023 3,457 589 208,949 3,666,538 4,727 485
47 | 1820 | Distribution Station Equipment - Normally Primg 9,695,073 1,471,797 11,066,870 6.415,389 181,237 6,696,626 4,470,244
47 | 1825 | Storage Battery Equipment 19.241 19.241 6,027 1,786 7812 11429
47 | 1830 | Poles, Towers and Fixtures 14,662,510 1,240,033 15,902,549 3,156,965 307,607 3464571 12437,978
47 | 1835 | Overhead Conductors and Devices 14,335,548 1,667,384 16,202,932 1,612,078 239,919 1,851,997 14,350,935
47 | 1840 [ Underground Conduit 11,363,869 159,833 11,523,702 9.508,863 56,125 9,864,958 1,658,714
47 | 1645 | Underground Conductors and Devices 20,564,167 1,358,580 21922 147 11,997,827 587.905 12,585,732 9.337.015
47 | 1850 | Line Transformers 15.821.113 159,833 15,980,946 8.219,090 662,652 8,901,742 7,079.204
47 | 1855 [ Senvices 6.280.072 2,049,861 8,329,933 424 105 179,642 603,747 1,726,186
47 | 1860 | Meters 4.478.779 4431111 41,668 3.103,768 1.600] 3,087,554 17,814 23,854
47 | 1860 | Smart Meters 5,913,667 319,666 6.233,333 1.609.415 405,541 2,014,956 4,218,317
WA | 1865 | Other Installations an Customer's Premises 0 0 0 0 0
WA | 1905 | Land 0 0 0 0 0
CEC | 1906 | Land Rights 0 0 0 0 0
47 | 1908 | Buildings and Fixtures 0 0 0 0 0
13 | 1910 | Leasehold Improvements 0 0 0 0 0
8 1915 | Office Furniture and Equipment 0 0 0 0 0
10| 1920 | Computer Equipment - Hardware 13,678 13,578 11,627 1,951 13,578 (0)
10| 1920 | Computer Equipment - Hardware - Smart Meter. 11,760 11,760 7,563 23 9,895 1,865
12 | 1925 | Computer Software 38,397 38,397 38,397 38,397 0
12 | 1925 | Computer Software - Smart Meters 492,267 492 267 354,921 98.104 453,025 39.242
10| 1930 | Transportation Equipment 0 0 0 0 0
8 1935 | Stores Equipment 0 0 0 0 0
8 1940 [ Tools, Shop and Garage Equipment 0 0 0 0 (0)
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 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 Contrals - Utility Premises 0 0 0 0 0
47 | 1980 | System Supenvisory Equipment 3.667.694 266,389 4,154 283 2,703,010 136,867 2,839,877 1,314.406
47 | 1985 | Sentinel Lighting Rentals 0 0 0 0
47 | 1990 | Qther Tangible Property 0 0 0 0
47 | 1995 | Contributions and Grants (7.660.688) (965,395) (8,826,083 (1427 057) (169,551) (1,596,607 (7,229 476)
2005 Property under Capital Lease 0 0 0 0 0
Total before Work in Process 133,132,719 1,974,605 136,670,213 52.427986] 34075017 3,087,554 52,747 933 83,922,280
0 0 0 0
WIP Wark in Process 0 0 0 0 0
Total after Work in Process 133,132,719 1974605 4,437,111 136,670,213 52,427,986 3407501 3,087,554 52,747,933 83,922,280
[ 1935 [Transportation | PP&E Deferral 83833
| 1945 [ Stores Equipment | 0

3,323,668
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Board Staff — IR 9-Staff-59

Ref: Exh 9-1-2, Page 8, Table 9-2

Ref: Chapter 2 Appendices to the Filing Requirements For Electricity Transmission and
Distribution Applications, EB-2006-0170, June 28, 2012.

PUC Distribution Inc. should use consistent PP&E account balances in its evidence when
requesting clearance of Account 1576, in order to align with the fixed asset continuity
schedule provided in the Chapter 2 appendices.

a) Please confirm that the appropriate account to be disposed is account 1576 and not 1575
as originally requested.

b) The PP&E Values under CGAAP — 2012 Opening net PP&E balance was $53,939,275 per
Table 9-2 in the application and the 2011 closing net PP&E balance per the Chapter 2
appendices (CGAAP 2011 Fixed Asset Continuity Schedule) was $53,097,991 (with half year
rule). Please reconcile and explain the variance between the balances and also state what the
correct balance is.

c) The PP&E Values under MIFRS — 2012 Opening net PP&E balance was $53,939,275 per
Table 9-2 in the application and the 2011 closing net PP&E balance per the Chapter 2
appendices (CGAAP 2011 Fixed Asset Continuity Schedule) was $53,097,991 (with half year
rule). Please reconcile and explain the variance between the balances and also state what the
correct balance is.

d) The PP&E Values under CGAAP — 2012 closing net PP&E balance was $80,389,815 per
Table 9-2 in the application and the 2012 closing net PP&E balance per the Chapter 2
appendices (CGAAP 2012 Fixed Asset Continuity Schedule) was $80,369,401. Please reconcile
and explain the variance between the balances and also state what the correct balance is.

e) The PP&E Values under MIFRS — 2012 closing net PP&E balance was $80,725,147 per
Table 9-2 in the application and the 2012 closing net PP&E balance per the Chapter 2
appendices (IFRS 2012 Fixed Asset Continuity Schedule) was $80,704,733. Please reconcile
and explain the variance between the balances and also state what the correct balance is.
f)Please update other relevant evidence in the application where appropriate.

PUC Response

a) PUC confirms the appropriate account to be disposed is account 1576 and not 1575 as
originally requested.

b) As stated above, the PP&E Values under CGAAP — 2012 Opening net PP&E balance is
$53,939,275 per Table 9-2 in the application and the 2011 closing net PP&E balance per the
Chapter 2 appendices (CGAAP 2011 Fixed Asset Continuity Schedule) is $53,097,991 (with half
year rule).

The correct balance is $53,939,275 as used in Table 9-2. The reconciling differences are as
follows:

Closing balance as per 2011 continuity schedules $53,097,991
Less: Work in progress (4,099,831)
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Add: Smart meters transfer into 2012 opening Balance 5,913,667
Add: Smart meters computer hardware transferred into 2012 opening balance 11,760
Add: Smart meters computer software transferred into 2012 opening balance 492,267
Less: Accumulated depreciation on smart meters (1,214,530)
Less: Accumulated depreciation on smart meters computer hardware (5,232)
Less: Accumulated depreciation on smart meters computer software (256,817)
Total $53,939,275

c)The PP&E Values under MIFRS — 2012 Opening net PP&E balance was $53,939,275 per
Table 9-2 in the application and the 2011 closing net PP&E balance per the Chapter 2
appendices (CGAAP 2011 Fixed Asset Continuity Schedule) was $53,097,991 (with half year
rule.

The correct balance is $53,939,275 as used in Table 9-2. Refer to reconciliation above.

d)The PP&E Values under CGAAP — 2012 closing net PP&E balance was $80,389,815 per
Table 9-2 in the application and the 2012 closing net PP&E balance per the Chapter 2
appendices (CGAAP 2012 Fixed Asset Continuity Schedule) was $80,369,401. The difference
of $20,414 is the disposal of Load Management controls (account 1970) in 2012. The disposal
has not been included in the calculation of PP&E deferral account calculation in Table 9-2.
The disposal amount is the same under MIFRS and CGAAP therefore is not included in the
PP&E calculation and the amount in Table 9-2 is correct.

e)The PP&E Values under MIFRS — 2012 closing net PP&E balance was $80,725,147 per
Table 9-2 in the application and the 2012 closing net PP&E balance per the Chapter 2
appendices (IFRS 2012 Fixed Asset Continuity Schedule) was $80,704,733. . The difference
of $20,414 is the disposal of Load Management controls (account 1970) in 2012. The disposal
has not been included in the calculation of PP&E deferral account calculation in Table 9-2.
The disposal amount is the same under MIFRS and CGAAP therefore is not included in the
PP&E calculation and the amount in Table 9-2 is correct.

f) Based on the responses above updates to the relevant evidence is not required.
Energy Probe — IR 9-EP-24
Ref:  Exhibit 9, Tab 1, Schedule 2

Please confirm that PUC is withdrawing their request for the PP&E deferral account shown in
Table 9-2 given that it is not converting to IFRS in the test year.

PUC Response

PUC confirms that it is withdrawing its request for the PP&E deferral account given the
conversion to IFRS will not be in the test year.
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Exhibit 9 - Issue #8 — Stranded Meter Rate Rider

Board Staff — IR 9-Staff-60

Ref:

Exh 9-2-1

Ref:

EB-2012-0084 — Stranded Meter Rate Rider

Board staff has attached copies of PUC'’s responses to Board staff interrogatories # 2 and 7
from PUC’s 2012 stand-alone smart meter cost recovery application considered under File
No. EB-2012-0084.

PUC has summarized the derivation of the Stranded Meter Rate Riders (“SMRRs”) in Table 9-12
of Exhibit 9/Tab 2/Schedule 1 of this cost of service application.

a)

b)

In response to Board staff IR # 2 in EB-2012-0084, PUC estimated the net book value
(“NBV") of stranded meters as of December 31, 2012 at $1,500,000. In Table 9-12, PUC
Distribution Inc. is documenting a NBV of stranded meters to be recovered via the SMRRs
at $1,349,557. This is a 10% variance from the original estimate. Please explain the
change in the December 31, 2012 NBV of the stranded meters between the two
applications.

Please provide Sheet 7.1 from PUC’s 2009 cost of service application, and show how this
has been used for the allocation of stranded meter costs in Table 9-12.

Table 9-12 documents that the SMRR for the GS > 50 kW customer class would be
$80.70 per month for twelve months, to recover a per meter NBV of $966.37. Table 9-12
also documents that there is a forecasted number of 399 GS > 50 kW customers for the
2013 test year. In total, $386,378 stranded meter costs are allocated to the GS > 50 kW
class.

In its response to Board staff interrogatory # 7 in EB-2012-0084, PUC documented that it has
372 GS > 50 kW customers and, of these, 31 already had interval meters. PUC documented
that, as of May 2012, 158 GS > 50 kW customers had meters replaced by smart meters, and
that it intended to convert the remaining 183 GS > 50 kW customers to smart meters. Smart
meters deployed to GS > 50 kW customers were considered “beyond minimum functionality”.
The response to part b) of Board staff interrogatory # 7 gave an age distribution of the stranded
meters for the 158 smart meter conversions done for GS > 50 kW customers to that time, and
indicated that the aggregate estimated NBV of the 158 stranded meters as of December 31,
2011 would have been about $12,000.

i. Has PUC completed the meter conversions for all of the GS > 50 kW meter
conversions?

ii. If not, please indicate the conversions done to date, and when conversions are
expected to be done.

For all GS > 50 kW meter conversions done to date, please provide an update to Board staff
interrogatory # 7, parts b) i) and also provide the estimated NBV of GS > 50 kW stranded
meters as of December 31, 2012.

PUC Response
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a) In response to Board staff IR # 2 in EB-2012-0084, PUC estimated the net book value
(“NBV”) of stranded meters as of December 31, 2012 at $1,500,000. In Table 9-12, PUC
Distribution Inc. documented a NBV of stranded meters to be recovered via the SMRRs at

$1,349,557.

In the smart meter final disposition rate application the NBV amount in the

IRRs was an estimate. PUC was only in the first quarter of 2012 when the estimated NBV
at the end of 2012 was reported in the IRRs. In the 2013 cost of service rate application

PUC proposed the actual NBV to be $1,349,557 at the end of 2012.

b) PUC has provided Sheet 17.1 from its 2008 cost of service application.

Meter Types

Single Phase 200 Amp -
Urban

Single Phase 200 Amp -
Rural

Central Meter

Wetwork Meter (Costs to be
updated)

Three-phase - No demand
Smart Meters

Demand without IT (usually
three-phase)

Demand with IT

Derand with IT and Interval
Capability - Secondary
Demand with IT and Interval
Capability - Primary
Demand with IT and Interval
Capability -Special (WMP)
LOC Specific 1

LDC Specific 2

LDC Specific 3

Residential G5 <50 GS=50Reqular
1 2 3 1 2 3 1 2 3
Number of Weighted Weighted Number of Weighted Weighted Number of Weighted Weighted
Meters Metering Costs | Average Costs Meters Metering Costs | Average Costs Meters Metering Costs | Average Costs
Allocation Percentage
Weighted Factor 51.67% 19.70% 28.63%
Cost Relative to
Residential Average 1.00 M 36.65
Cost
Total 28569 1849300  64.73100214 3364 705060] 209.5897741 432 10247600 237212963 |
Cost per Meter
(Installed)

50 24,934 1246700 1,646 52300 0
150 3.0 453150 483 72450 0
250 5 1250 & 3250 13 3250
25 448 100800 154 34650 0 0
20 10 2100 891 187110 1 210
300 151 45300 0 0 0 0
500 0 0 bl 14500 2 11000
2,100 0 148 310800 7] 781200
2,300 0 0 17 39100
10,000 0 0 3 30000
40,000 0 0 4 160000
0 0 0 0
0 0 0
0 0 0

i) PUC has not completed all the meter conversions for GS>50 kW customers.

i) PUC has approximately 54 GS>50 meters remaining to be converted to smart meters.
PUC expects the remaining meters to be converted by the end of 2013.

PUC has converted 286 GS > 50 kW meters to date. In the table below PUC has
provided an update to Board staff interrogatory # 7, parts b) i) of PUC’s smart meter
final disposition application EB-2012-0084. The estimated NBV of GS > 50 kW stranded
meters as of December 31, 2012 is $26,000.
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Estimated Remaining Useful life

Mumber of Meters Percentage

Mo remaining useful 144 50%
1todyears 52 18%
5to 10 years 46 16%
11to 15 years 17 6%
16 to 20 years 23 8%
21to 25 years 4 1%
286 100%

VECC - IR 9-VECC-40

Reference: Exhibit 8, Tab 1, Schedule 4

a) Did PUC record residential mechanical meters separately from GS<50 meters? If so
please provide the net book value for the classes separately.

b) What was the average installed cost of residential smart meter vs. gs < 50 meters.

PUC Response

a) PUC did not record residential mechanical meters separately from GS<50 meters.

b) As per PUC’'s 2012 Smart Meter Final Disposition Application EB-2012-0084, the average
installed cost of a residential meter is $154.95 and the average GS<50 cost is $486.45.

Energy Probe — IR 9-EP-26

Ref: Exhibit 9, Tab 2, Schedule 1 &
Exhibit 2, Tab 2, Schedule 4

Please reconcile the statement in Exhibit 9, Tab 2, Schedule 1 (page 2) that PUC's proposed
treatment for the recovery of stranded meters is to remove the estimated NBV of the meters at
December 31, 2012 from the rate base and 2013 revenue requirement with the apparent removal
of the NBV in 2013 as shown in Tables 2-14 and 2-16 in Exhibit 2, Tab 2, Schedule 4.

PUC Response

The NBV value at the end of 2012 was removed in 2013 from the rate base and revenue
requirement.
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SEC- IR 9-SEC-31

[9/2/1, p. 3]

Please explain why $368,378 of meters used to serve GS>50 customers are being stranded by
the introduction of smart meters. Please reconcile this with the allocation of only about 5% of
smart meter costs to GS>50 class in the cost allocation model.

PUC Response

In the Board’s decision dated July 19, 2012, (EB-2012-0084) relating to the disposition of PUC’s
smart meter costs the Board allowed PUC to recover costs for the installation of smart meters for
the GS>50 kW customers. When allocating the stranded meter costs, PUC followed the principle
of cost causality that supports class specific recovery of costs.

PUC has included the section of the cost allocation model that allocates 5% of the smart meter
capital costs to the GS>50 customers in the 2013 cost of service rate application. The 5%
allocation is based on the cost of the smart meters not the stranded meters. PUC proposed the
allocators from the 2007 cost allocation informational filing reflects the allocation of the historical
meters that were stranded.

General Service 50 to 4,999 kW
1 Z 3
Number of Weighted Weighted
Meters Metering Costs | Average Costs
5%
LAT
399 338.068.71 847 29 |
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Exhibit 9 - Issue #9 — Other

Energy Probe — IR 9-EP-25
Ref:  Exhibit 9, Tab 1, Schedule 8
Please confirm that the reference to May 1, 2012 on line 5 of page 3 should be May 1, 2013.

PUC Response

PUC confirms the reference on line 5 of page 3 should be May 1, 2013.
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ADDITIONAL INFORMATION

Energy Probe — IR 10-EP-27
Ref: 2013 Cost of Service Application Additional Information, page 96

The evidence states that for the purpose of regulatory accounting and the 2013 cost of service
rate application that PUC has changed the depreciation/amortization policy to be consistent with
MIFRS.

a) Has PUC also changed its capitalization policy to be consistent with IFRS or does PUC
believe that its current policy does not need to be changed?

b) Please confirm that PUC will reflect any and all changes made for the purposes of
regulatory accounting and the 2013 cost of service application in its financial accounting
for 2013.

PUC Response

a) Although PUC is electing to defer implementation of IFRS for reporting purposes, PUC
adopted the extended useful lives and overhead capitalization components of IAS 16 in
2012 as originally filed in the application for the bridge and test year.

b) PUC is requesting the Board approve rates based on CGAAP accounting for 2012 and
2013 with the changes in asset lives and capitalization of overheads in 2012 as outlined
in the July 17, 2012 notice to electricity distributors.
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SUBJECT: CORPORATE RESTRUCTURING
PRESENTED TO: PUC INC. BOARD OF DIRECTORS
MEETING OF SEPTEMBER 2, 2010

RECOMMENDATION

t. That the Board approve the aitached resolutions te effect the wansfer of shares of PUC Services
Tnc. to the City of Sault Ste. Mare,

2. That the Board approve a request to the City that it beceme the direct sharcholder of PUC
Services.

BACKGROUND

A claim for damages was filed m Miclugan court against PUC Services Inc. in July 2006 by a lawyer
representing property owners on Sugar lsland. The claim alleged that Services had been negligent in the
operation of the east end wastewater (reatment plant, which at that time operated as a primary lreatment
facility and was undergoing conversion (o a slate-of-the art biological nutrient removal (BNR) plant.

The firm of Garan Lucow Miller P.C. was appownted by our inswer. ¥rank Cowan Comipany. and
attempted to halt any litigation in a U.S. cowrt by arguing that the Foreign Sovereign Immunities Act
(FSTA}) apphed to PUC Services because it was owned by the City. However, the argument was rejected
by a U.S, Distiet Court in August 2007, The judpe indicated that because the shares of PUC Services
were not directly held by the Cily 1t was not entitled to protection under that act. Consequently, the claim
was allowed to proceed.

[n November 2009 a settlement was reached with the litigants and 2 iotal of-was paid fo 50
Sugar Island property owners by our insurer to cover all litigant costs. Legal costs to the insurer are
beheved to be in excess o

RATIONALE

Insurance coverage for environmental impacts was continued in 2010 by Frank Cowan with the proviso
that we take appropriate measuses to reduce the threat of subsequent Yawsuits from Michigan residents.
[he insurer fell that it would conlinue to be exposed given the ease of litigation in the U.S. and the fact
that PUC Services, as a foreign company, may be viewed more harshly by a U.S. jury which would be
inclined to award damages to claimants.

PUC Services cannot operate wastewafer (reatment facrimes without environmental coverage. The risk of
operating such lacilities in a negligent manner is remate but litigation is expensive even il we successlufly
defend against claims. In the case of Sault Ste, Marie, where a relatively narrow channel separaies the
etfluent discharge from Michigan cottages, the threat of litigation is higher as are legal costs. Without the
proposed restructunng that gives the protection of the FSIA we would have to either withdraw from the
contract with the Cily or pay significantly higher insurance premivms. We would Jose a lucrative contract
as well as the expertise that we have in operating a state-of-the-art wastewater treatment plani.

Sean Fosnure of Garan Lucow Miller, who represented PUC Services in Michigan, has provided the
attached legal opinion that 1f PUC Services was directly held by the Ciry it would be entitled to protection
under the FSIA.  Any claim against PUC Services by Michigan sesidents would have to be filed in an
Ontarse court. It the clamm was unsuccesstul, fegal costs would be assigred to the elaimant, which 1s ot
the case i Michigan.

Coyporale restructuring {page 1 of 2)
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There are two restructiring options available: (1) merging PUC Services with PUC inc. and (2) divesting
PUC Services from PUC Inc. and have it owned directly by the City. In the tatter option PUC [ne. would
remain the holding company for PUC Distribution, PUC Telecom and PUC Energies. The first option
was rejected because it exposed the assets of the other affiliates if there was a claim against Services,

Potential tax issucs have been considered by KPMG and they have provided an opinion, which is
attached., that there should be no adverse tax consequences because of the proposed restructuring. To
eftect the transfer KPMG recommends that a dividend be declared by PUC Inc. (o the City equal to
Services' shareholder equity at the time of transfer, which will be Septeinber 30, 2010, The long term
debt of $6,990.000 would remam with PUC Ine.

Currently the PUC Services Board has only one director. There is a resolution for the PUC Inc. Board to
increase the size of Services” Board to ning and appoint the same directors as those currently on the PUC
Ine. Board. The sharcholder will have 1o confirm the Services Board composition,

There are no union or pension issues resulting from 1he restructuring as all employees are currently
employed by Services.

There is a secondary but significant benefit in having the City as the direct shareholder of PUC Services.
The restructuring would allow Services to be ehgible for [nfrastructure Onraro funding.  Debi financing
is at least 1% 0 1.5% below what can be obtained from financing institutions. As we will need
significant financing for PUC Services for a new corporate building and rencwable generation projects the
lower interest costs will be substantial.

Prepared by: H. J. Brian Curran
Date: August 27, 2010

Submitted by: H. J. Brian Curran
Dafe: September 2, 2010

ATTACHMENTS: Counsel’s Letter of August 27, 2010
Transfer Tax Opinion
Resolution ov Board Members
Reseolution of Officers of the Corporation
Resolution on Appointment of Board Members
Resolufion on Sharcholder Agreement
Resolution on Dividend to Shareholder
Shareholder Agreement
FSIA Legal Opinion

Corporate restructuring (page 2 of 2)



LAIDLAW, PACIOCCQO, SPADAFORA
Barrisiers and Solictiors
Station Tower - 421 Bay Street - Suile 604
Sault Sie, Marie, Ontario.

P6A 1X3
DONALD B. L AIDLAW, H, ENG ., LL.H. TELEPIHONE: (705) 9497790
ROBERT W, PACIOCCG, LL.B. FAX: (705) 449-5814
CARLO V. SPADAFORA. LLLB. E-MAIL: laidlaw@lpslawyers.cam

paciocco@lpslawvers,com
spadafarar@ipslawvers.com

August 27", 2010

PUC inc.

765 Queen Street East
P.0O. Box 9000

Sault Ste. Marie, Ontario
PBA 6P2

ATTENTION: Mr Brian Curran

Dear Sir:

RE: PUC SERVICES INC. [“Services")

introduction

As a result of the Sugar [sland litigation Services’ iiability insurers took the position that they
did not want to underwrite Services for environmental exposure unless they could be assured that
Services and the City of Sault Ste. Marie (the “City") would be afforded protection under the Foreign
Sovereign Immunities Act of Michigan (“FSIA".

Based on the matters considered below it appears that the best avenue to ensure protection
under the FSIA is for the shares of Services presently owned by PUC Inc. to be owned directly by
the City.

Foreignh Sovereign iImmunities Act

in August of 2007 the United States District Court for the Western District of Michigan
{Northern Division) decided that Services was not entitied to immunity under the FSIA because its
shares were owned by PUC Inc. rather than the City and because Services was not an “organ” of a
foreign state as defined by the FSIA. The Court further held that “it is equally clear that PUC Inc. is
considered an instrumentality of a foreign state or political subdivision because the City is the direct
owner of PUC Inc.".

Sean Fosmire of the Michigan Law Firm, Garan Lucow Miller P.C., who represented Services
and the City in the litigation, has opined that if the City owned the shares of Services directly, that
Services and the City would be afforded protection under the ESIA.



Transfer Tax {Electricity Act)

Pursuant to Section 94(1) of the Electricity Act (Ontario) a municipal electricity utility (PUC
Inc.) shall not transfer any interest in personal property (the shares of Services) unless it pays a
transfer fax at the prescribed rate on the fair market value of the property being transferred.

However, pursuant to Section 3(21) of Ontario Regulation 124/99, passed pursuant to the
Electricity Act, Section 94(1) of the Electricity Act does not apply to a transfer of an interest in
property if the transfer is made after October 16™, 2009 to a municipal corporation in Ontario "that is
exempt under Section 149(1) of the Income Tax Act (Canada) from the payment of tax under that
Act at the time of the transfer.

Enclosed is a copy of the opinion from KPMG, LLP confirming that the City is exempt under
Section 149(1) of the Income Tax Act and that the transfer of the shares by PUC Inc. is not subject
to the transfer tax under Section 84(1) of the Electricity Act.

Transfer of Shares of Services

In order to effect the transfer of shares of Services to the City it is recommended in the KPMG
report (paragraph 2 on page 2) that PUC Inc. declare a dividend payable to the City equal to the
shareholder's equity of Services at September 30", 2010. The shareholder's equity is equai to the
retained earnings of Services plus the paid up capital of its shares. The dividend will be paid by
transferring the 2,000 common shares of Services owned by PUC Inc. to the City. A draft copy of
the Directors’ Resolution declaring the dividend aforesaid is enclosed.

Following the transfer of the shares to the cily 2 Shareholder Agreement in the form attached
hereto should be signed by the Cily and Services.

A Shareholder's Rasolution increasing the Board of Directors of Services from one to nine
and electing new Directors is also enclosed. Following this election the composition of the Board of
Directors of Services will be the same as the composition of the Board of Directors of PUC Inc..

On July 1%, 2009 Services redeemed 699 Special Shares owned by PUC Inc. at $10.00 per
share and issued a Promissory Note to PUC Inc. for $6,990,000.00 in payment thereof. PUC Inc.
will continue to hold the Promissory Note following the share transfer. As noted in the KPMG report
this would leave the long term debt with PUC Inc. to better manage cash flow among all operating
companies under the controi of PUC Inc..

Ontario Infrastructure Projects Corporations Act, 2006

Services has been considering making application to Infrastructure Ontaric for funding for the
new Service Centre on Second Line and for future solar energy projects.

Section 7(1) of Ontario Regulation 220/08 under the Ontario Infrastructure Project
Corporations Act, 2008 provides that Infrastructure Ontario can provide infrastructure financing to
‘corporatians incorporated pursuant to Section 142 of the Electricity Act, 1898, all the shares of
which are held by cne or more municipal corporations”.
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Services will qualify for infrastructure funding provided that:

a) it is validly incorporated pursuant to Section 142 of the Electricity Act;

b} it generates electricity in the Province of Ontario (existing 5.2 kilowatt solar generation
facility).

¢) It holds the appropriate licences to generate electricity or is otherwise exempt from

licence requirements; and

d) All of the shares are owned by the City.

Summary
Based on the foregoing:

a) If the City becomes the direct owner of 100 percent of the shares of Services the FSIA
will afford protection to the City and Services;

D) The transfer tax in Section 94(1) of the Electricity Act does not apply; and

c) Services will qualify for infrastructure funding under the Ontario infrastructure Projects
Corporations Act (2006).

If approved by the Board these matters will be considered by City Council in caucus on
September 13", 2010 and in open Council on September 27", 2010.

Yours very truly,

.7 LAIPLAW, PAGIOCCO, SPADAFORA

Pers] /‘v{" AT

. -

RWP/cs i —- 7 (Robert W. Paciocco)
Encls.
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PRIVATE & CONFIDENTIAL

PUC Inc.

PUC Services Inc.

510 Second Line East

Sault Ste. Marte, Ontario P6B 4K 1

Attention: Mr. Brian Curman
August 26, 2010

Dear Mr. Curran:

Mr. Rabert Paciocco has asked us to provide commentary with respect to a proposed transaction
with the PUC Inc. group of companies. Prior to dealing with the issues requested in an email
dated August 22 from M. Paciocco we wish to provide our understanding of the background
leading up to the proposed reorganization. PUC Services has a contract with the City of Sault
Ste. Marie to undertake the operations at the Waste Disposal Plant located in the City. PUC
Services is a wholly-owned subsidiary of PUC Inc. and the sole shareholder of PUC Inc. is the
City of Sault Ste. Marie. An action was filed by US residents and as we understand the City
could not claim immunity because PUC Services was not directly owned by the City of Sault Ste.
Marie. As a result of this action the insurers of PUC Services has requested that PUC Services be
a wholly-owned subsidiary of the City of Sault Ste. Marie such that the immunity granted under a
treaty between Canada and the United States woutd have application.

The advice contained in this letter is based on the facts, assumptions and representations stated
herein. You have represented to us that you have provided us with all facts and circumstances that
you know or have reason to know are pertinent to this letter. If any of these facts, assumptions or
representations are not entirely complete or accurate, it could have a material affect on our advice
and it is imperative that we be informed immediately in writing as the incompleteness ar
inaccuracy could cause us to change our advice.

Our advice takes into account the applicable provisions and Judicial and admintstrative
interpretations of the Income Tax Act (the “Act’) and other relevant taxing statutes, the
regulations therennder and applicable 1ax treaties. Qur advice also takes into account all specific
proposals to amend the Act or other relevant statutes and tax treaties publicly announced prior to
the date of our advice, based on the assumption that these amendments will be enacted
substantially as proposed. Our advice does not otherwise take into account of anticipate any
changes in law or practice, by way of judicial, govemmental or tegisiative action or
interpretation. Any such changes could have an effect on the validity of our advice. Unless you
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specifically request otherwise, we will not update our advice to take any such changes into
account.

Facts:

1.

PUC Inc. is a wholly-owned subsidiary of the Corporaticn of the City of Sault Ste. Marie
(“City™) and currently the share struenre is as follows:

1,462 Special shares issued price $14,620,000
21,000 Common shares issued price 14,618,248

PUC Services [nc. (“Services”) is a wholly-owned subsidiary of PUC Inc. with the following
share structure:

2,000 Commion shares for a issue pnce of $777.628

In addition, Services Ras a note payable to PUC Inc. in the amount of $6,990,000 and it bears
interest at 7.62%.

PUC Inc. also has the following wholly-owned subsidiaries being PUC Distribution Inc .,
PUC Telecom Inc. and PUC Energies Inc.

PUC Inc. would be a corporation falling under the provisions of paragraph 149( 1)(d.5) which
would exempt that corporation from tax under The Income Tax Act of Canada as the shares
are owned by a municipality,

The subsidiaries of PUC Inc. would fall under the provisions of paragraph 149(1)(d.6) which
requires that the corporation have at least 90% of its capital owned by a municipatity and
income from outside the municipality boundanies does not exceed 10% of its income.

Subsection 149(1.2) provides the clarification with respect to the income test for municipal
corporations under both the above-noted paragraphs (d.5) and (d.6) and it indicates that
income of the corporation does not include income from activilies carried on under an
agreement with a municipality as long as the income is earned within that municipalitys
boundaries,

The City would be exempt from tax under The fncome Tax Act under provisions of
paragraph 149((}c) of [TA. The City would be considered a municipal corporation in
Omtario in the Electricity Act.
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Analysis:

Services has a number of contracts outside its municipal boundaries, the total of which would
exceed more than [0% of its revenue ignoring the test in 149(1.2). However, we are under the
understanding there are a number of contracts that are with a municipality and the work carried
out under that contact is within the boundaries of that particular municipality. We are proceeding
with this analysis on the assumption that the Blind River and possibly other contracts would fall
under the provisions of 149(1.2) and that the contracts are directly with those municipalities and
the services are carried out within i1s boundaries and therefore the revenue earned from those
contracts would not be included in the more than 10% income calcufation. Based on this analysis
and assurnption Services would fall under the provisions of paragraph 149(1)(d.6).

As a result of the corporations being exempt under section 149(1) of The Income Tax Act, the
corparations are subject to the Electricity Act, specifically sections 88 through 96 which deals
with municipal electric utilities.

Sub-section 94 of the Electricity Act states:

“A municipal corporation or a municipa! electric utifity shall not transfer to any person any
interest in real or personal property that has been used in connection with generaling, distributing,
transmitting or retailing electricity unless before the transfer takes piace, it pays to the financial
corporation the amount determined by multiplying the fair market value of interest by the
prescribed percentage or funishing security in the amount to the financial corporation that meets
such requirements as may be prescribed and that is satisfactory to the financial corporation.”

Regulation 124/99 sets oul the rules with respect to the operation of section 94, Firstly, it
ndicates that the \ax rate will be at 33% on the fair market value on any asset transferred under
that particular section.

Subseciion 3(21) of Regulation 124/99 states:

“Subsection 94 (1) of the Act does not apply to a transfer of an interest in property described in
sab-section 94(1), (1.1) or (2) of the Act if the following conditions are satisfied:

I i. The transfer is made to a municipal corporation in Ontario that is exempt under sub-
section 149 (1) of The [ncome Tax Act (Canada) from the payment of tax under that Act at
the time of transfer, or

ii. A monicipal electric utility that is exempt under section 149 (1) of The lncome Tax Act
(Canada) from payment of tax under that Act at the time of transfer, or
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iti. Hydro One Inc., Ontario Power Generation Inc. or a subsidiary of either of them (the
transferee) and the transferee is exempt under 149 (1) of The Income Tax Act (Canada)
from the payment of tax under that Act at the time of the transfer.

2. The transfer is made after October 16, 2009"

Under the above 2nafysis and assumptions, PUC Inc. does qualify for exemption under
149(1)d.5) and is subject to the Electricity Act. The transfer by it of its shares in Services to the
City should falf under the Electricity Act exemption noted in 3(21 ) 1 }(i) above.

From an accounting perspective the economic inierest of Services has not been altered by
transferring it from PUC Inc. and as such the financial statements for PUC Inc. would not reflect
any economic benefit or loss. On a consolidated basis the net book value of all of Services assets
would no longer be shown, on the balance sheet of the consolidated PUC Inc. financial
statements. However, it does creale perhaps a slight problem in 2010 depending on the transfer
date i that the consolidated financial statements of PUC Ine. would be required to disclose the
operations of Services until date of transfer,

Therefore, PUC Inc. could transfer the shares of Services o the City for a nominal amount of $1,
however this would appear to create significant accounting issues on the consolidated PUC Tac.
statements. We woulid therefore suggest that PUC Inc. declare 3 dividend equal to Services
shareholder's equity at time of transfer and satisfy that obligation by the transfer of 2.000
common shares of PUC Inc., owned in Services, 10 its shareholder the City, For illustration
purposes the shareholder’s equity at December 31, 2009 is $3.198,348. Therefore, if the transfer
occurred on January 1, 2010 the dividend would be $3,198,348 and the City would receive 2,000
Services shares in ful] satisfaction of this dividend. We would leave the long-term debi of
$6.990,000 with PUC Inc. to better manage cash Mow among all operauing companies under PUC
[nc. control.

We trust these comments are helpful in your analysis (o accomplish the wishes of Services

insurec. Should any of our assumptions or facts be incorrect this analysis should be reevaluated
to ensure that the transfer can be made tax free.
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Should you have any questions, please do not hesitate to contact the writer at 949-5811.
Yours truly,

KPMGLLP
rer W\A“ﬁk
A,

R.E. Walker, CA
Partner

fede



RESOLUTION OF THE SHAREHOLDERS
OF

PUC SERVICES INC.

RESOLVED that in addition to Rick Wing, the existing sole Director of the
Corporation, the following be and they are hereby elected as Directors of the
Corporation to hold office until the next annual meeting of the Corporation or untit
their successors have been duly elected, subject to the provisions of the
Corporation’s by-laws, namely:

Larry A. Guerriero
Cecilia Bruno
Victeria Chiappetia

Mark Howson
J. Doualas Lawson

Pat Mick
Lorena Tridico
Bruno Barban

The foregoing Resolution is hereby consented to by the signature of the sole

Shareholder of the Corpaoration.

DATED this 31stday of December, 2010.

PUC SERVCES INC.
Per:




RESOLUTION OF THE BOARD OF DIRECTORS
OF
PUC SERVICES INC.

WHEREAS the Articles of Incorporation of the Corporation provide that the Board

of Directors shall consist of a minimum of one (1) and a maximum of ten (10) Directors:

AND WHEREAS, by Special Resolution of the Shareholders dated February 18th,
2000 the Directors are empowered to determine the number of Directors of the
Corporation from time to time by Resolution of the Board:

RESOLVED that the number of Directors of the Corporation, untii otherwise
determined, shall be nine.

FURTHER BE IT RESOLVED that the following persons are confirmed as Officers
of the Carporation:

Brian Curran - President
Claudio Stefano-  Secretary
Terry Greco -  Treasurer

THE FOREGOING Resolution is hereby consented to by the signature of the sole
Director of the Corporation, pursuant to the Business Corporations Act.

DATED this 31* day of December, 2010.

o

Rick Wing '




RESOLUTION OF THE DIRECTORS
OF
PUC SERVICES INC.

WHEREAS the Corporation wishes to enter into a Shareholder Agreement
with the Corporation of the City of Sault Ste. Marie dated December 31%, 2010 (the
“Shareholder Agreement”) a draft copy of which is annexed hereto.

NOW THEREFORE BE IT RESOLVED THAT:

1. The execution and delivery of the Shareholder Agreement by the
corporation is hereby approved; and

2. The President and Treasurer of the Corporation are hereby authorized and
directed for and on behalf of the Corporation to execute and deliver the
Shareholder Agreement substantially in the form of the draft agreement
annexed hereto.

EACH AND EVERY ONE of the foregoing resolutions is hereby consented
to by the signatures of all of the Directors of the Corporation, pursuant to the
Business Corporations Act.

DATED this 31* day of December, 2010.

Ao e, /-

Lagry A Guerriero CeéiTiﬁ"ﬁruno

Mark Howson

J.fouglas Lawﬁgon} Pat Mick
L ou.m.f&m.g %

Lorena Tridito Bruno Barban
/o)
y > o)
Rick Wing ]




RESOLUTION OF THE BOARD OF DIRECTORS
OF
PUC INC.

WHEREAS the Corporation of the City of Sault Ste. Marie is the holder of all of
the issued and outstanding common shares of the Corporation;

AND WHEREAS the Board of Directors of the Corporation has in its discretion
determined to pay a dividend to the hoider of the common shares of the Corporation
in accordance with the provisions of this Resolution.

NOW THEREFORE BE IT RESOLVED THAT:

1. A dividend calculated in accordance with the provisions of this Resolution is
hereby declared payable on the 1® day of January, 2011 to the Shareholder of
record as at the close of business on the 31 day of December, 2010.

2. The dividend declared herein shall be equal to the shareholder equity of PUC
Services Inc., a wholly-owned subsidiary of the Corporation. In this
Resolution ashareholder equity shail mean the sum of the retained earnings

and the paid up capital of PUC Services Inc. as determined by the auditors of
the Corporation as at the 31% day of December, 2010.

3. As payment in full for the dividend declared herein the Corporation shali
transfer to the Corporation of the City of Sault Ste. Maire 2,000 common
shares in the capital stock of PUC Services Inc. owned by the Corporation and
a new certificate for 2,000 common shares shall be issued without further
formality on the 1% day of January, 2011 to the Corporation of the City of Sault
Ste. Marie as fully paid and non-assessable.

4. The proper officers of the Corporation be and they are hereby authorized to
take all such steps and execute all documents which may be necessary for
the purpose of giving effect to the foregoing.



THE UNDERSIGNED, being all of the Directors of the Corporation hereby sign
the foregoing resolution pursuant to the provisions of the Business Corporations

Act.
 , Dated tz&!" day of December, 2010, /
Q/QW ﬁ 1t iog )
rry A./Guerriero Cedili’Bruno
O, Y224 M" /?ﬂ‘—w
rig §hijppetta Mark Howson

”Douglas Lawson Pat Mick

|
éorena Trrzﬁico Bruho Barban

7o

Rick Wing /




SHAREHOLDER AGREEMENT

THIS AGREEMINT is made as of the 31 day of December, 2010.

BETWEEN:

THE CORPORATION OF THE CITY OF SAULT STE. MARIE,
a corporation incorporated under the laws of the Province of Ontario,

{(hereinafter called the “City™)
OF THE FIRST PART

- and —

PUC SERVICES INC.,
A corporation incorporated under the laws of the Province of Ontario,

(hereinafier called “Services™)

OF THE SECOND PART

WHEREAS the City is the sole shareholder of Services;

AND WHEREAS the City and Services have agreed to enter into this Agreement as
being in their respective best interests and for the purpose of providing for the operation of

Services.

AND WHEREAS, pursuant to Section 108 of the Business Corporations Act (Ontario),
the City wishes to restrict in part the powers of the directors to manage or supervise the

management of the business and affairs of Services;

NOW THEREFORE THIS AGREEMENT WITNESSES that in consideration of the
premises and the covenants and agreements herein contained the parties hereto agree as follows:

1. To the extent that this Agreement specifies that any matters may only be or shall be deait
with or approved by or shall require action by the City, this discretion and powers of the
directors of Services to manage or supervise the management of the business and affairs of
Services with respect to such matters are correspondingly restricted.

2. Services confirms its knowledge of this Agreement and will carry out and be bound by
the provisions of this Agreement to the full extent that it has the capacity and power at law to do

50,
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3. None of the matters described in Schedule “A™ hereto shall be taken by Services unless
approved by:
a) a resolution of the City passed at a duly called and- convened meeting of the

shareholder; or
b) a resolution in writing signed by the City.

A resolution of the City shall not be passed or signed unless approved by the Council of the City
of Sanlt Ste. Marie by a resolution or by-law passed at a meeting of Council.

4. This Agreement may be terminated at any time by the City.

5. No modification of or amendment to this Agreement is valid or binding unless set forth in
writing and duly executed by the parties hereto.

6. This Agreement constitutes the entire agreement between the parties hereto with respect
to the subject matter hereof and cancels and supersedes any prior understandings and agreements
between the parties hereto with respect thereto.

7. This Agreement is governed by and construed in accordance with the laws of the
Province of Ontario.

IN WITNESS WHEREOF the parties have executed this Agreement.

THE CORPORATION OF THE

CITY OF §AULT STE. MARIE
L/ oL
Per: ‘-’7{&--‘(_:2 m&&ku’/ g’
no T \‘_ L I
Acting Mayor
Per:
City Clerk
PUC INC.
Per:
Per:

Terry Greco

We have authority to bind the Corporation
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h)

1)

k)

m)
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SCHEDULE “A”

]
Matters Requiring the Approval of the Sharcholder of PUC Services Inc. (“Services”)

any change in the articles or by-laws of Services;
any change in the authorized or issued capital of Services;
the appointment of directors from time to time for Services;

the entering into of any agreement or making of any offer or the granting of any right
capable of becoming an agreement to allot or issue any shares of Services;

any action which may lead to or result in a material change in the nature of the Business
of Services;

the entering into of any agreement other than in the ordinary course of Services Business;

the borrowing of any money, the issuance of any debt, the giving or any security or the
making or incurring of any single capital expenditure or acquisition in the excess of
$5,000,000.00 or any capital expenditures which, in the aggregate, are in excess of
$10,600,000.00 in any financial year of Services by Services;

the taking of any steps to wind-up or terminate the corporate existence of Services or any
Subsidiary Corporation:

the sale, lease, exchange or disposition of assets of Services having a value in excess of
$3,000,000.00;

the taking, holding, subscribing for or agreeing to purchase or acquire shares in the
capital of any body corporation;

the entering into of a partnership, strategic alliance, joint venture or of any other
arrangement for the sharing of profits, union of interests, or reciprocal concession with

any person by Services;

the entering into of an amalgamation, merger or consolidation with any other body
corporation;

a change in the auditors of Services.
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August 27, 2010

Laidlaw, Paciocco, Melville
421 Bay Street, Suite 604
Sault Ste. Marie, ON PBA 1X3

Attn: Mr. Robert Paciocco
Inre: PUC Services Inc.

Dear Mr. Paciocco:

You have requested my opinion with regard to the effect of a corporate restructuring of
PUC Services as it pertains to the operation of the East End/West End Wastewaler
Treatment Planis and the pump stations that are operated under the company's contract
with the City of Sault Ste. Marie, Ontario. The proposai, as | understand it, is for PUC Inc.
to transfer and convey ils shares in PUC Services Inc., the current sote shareholder, to the
City of Sault Ste. Marie, Ontario. The company, which is cumently a wholly owned
subsidiary of PUC Inc., will become a wholly owned subsidiary of the City of Saul{ Ste.
Marie,

As the City of Sault Ste. Marie is the sole shareholder of PUC Inc., this will be a
restructuring rather than a change in beneficial ownership. Ultimately, the ownership
interest wilt continue to be held by the City of Sault Ste. Marie, but without the intervention
of PUC Inc. as the haelding company.

This restructuring is motivated by the fact that the current holding company struciure
presenied a problem with respect to the application of the Foreign Sovereign Immunities
Actunder American law in connection with a lawsuit in 2006 that was brought in American
courls by American citizens, claiming negligence and nuisance in the operation of the East
End Water Pollution Control Plant from 2006 to 2008. The residents, all of whom have land
ownership interests on Sugar Island, claimed that untreated or partially treated sewage had
been released from the piant, had migrated down the waterway of the Lake George
Channel of the St. Mary's River, and had been deposited on their beaches.

When we analyzed the application of the Foreign Sovereign Immunities Act, we found that
the current halding company structure presented a problem and ultimately prevented the
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court (the United States District Court for the Western District of Michigan, Northern
Division, located in Marquefte) from dismissing PUC Services Inc. as a defendant based
on the FSIA. By contrast, PUC Inc., which had also been named as a defendant, was
dismissed based on the operations of the FSIA. The sole reason for the difference in resuit
is that PUC Inc. was directly owned by the City, while PUC Services inc. was indirectly
owned through the holding company structure.

The current proposal is to dismantie the holding company struclure, as it pertains to PUC
Services Inc., to permit PUC Services to enjoy the same immunity from liability that PUC
Inc. enjoyed.

Provisions of the Act

Chapter 97 of Titte 28 of the United Siates Code is entitled "Jurisdiction Immunities of
Foreign States". These sections were added by the Foreign Sovereign Immunities Act of
1976, Public Law 94-583. The same Actalso added 28 U.S.C. §1330, as well as amending
§8§1332, 1391, and 1441,

The FSIA begins with the following:

§1602 Findings and Daclaration of Purpose - The Congress tinds thal lhe determinalion by
United States courls of lhe ¢laims of foreign states to immunily fram the jurisdiction of such
courls would serve the inlerests of justice and would protect the rights of bath forgign states
ang itiganls in United States courts. Under internalional law, siates are nolimmune from the
junsdiction of foreign courls insofar as their commercial activilies are concarned, and their
commercial property may be levied upon lar the salisfaction of judgments renderad against
lhem in connection wilh their commercial activities, Ctaims of foreign states to immunity
should henceforih be decided by courls of the Unued States and of the statas in conformity
with the principles sel forh in this chapter.

The provisions of the FSIA are not limited to claims against nations. As will be noted in the
discussion on definitions below, the protection of the FSIA applies to certain other entities
which are created and owned by a provincial or municipal entity in Canada.

As the U.S. Supreme Court noted in the cases of Verfinden B. V. v. Central Bank of
Nigeria, 461 U.S. 480 (1983) and Republic of Austria v. Altmann, 541 U.S. 677 (2004),
Congress enacled FSIA in order to transfer to the judicial branch the responsibility for
determining, by application of its provisions, which claims are barred by the principle of
sovereign immunity, and to end the previous practice under which a "suggestion of
immunity" would be made by the U.S. State Department on a case-by-case basis and
(usually) followed by the courts. The FSIA ensures that the principles of immunity are
codified and applied in a regular and consistent fashion, without piecemeal involvement by
the State Department,
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Definitions

Sectian 1603 (28 U.5.C. §1603] provides the following definitions:

For purposes of this chapter -

{2) A "faregn stale” except as used in §1608 of this title, includas a political subdivision
of a foreign stala or an agency or instrumentality of a foreign stale as defined in
subsection (b).

{b} An "agency or instrumentalily of a forgign state” means any enhly —

{1} which is a separate legal person, corporate or otherwise, and

{2) which is an organ of a foreign stale or political subdivision thergof, or a
majorily of whose sharas or olher ownership interest is owned by a fareign
state or political subdivision thereof, and

{3) which is nailher a cilizen of a state of the Uniled Siates as defined in
§7332 (¢) and (d) of this tille, nor created under the laws of any third
country.

In domestic cases in the United States, the doctrine of sovereign immunity regards the
Federal and state governments as sovereigns and entitied {o immunity in most
circumstances, but it does not afford the same protection to the political subdivisions of the
states. This familiar principle was not adopted by the Congress in determining which
entities would be granted immunity under the FSIA. Instead, a conscious choice was made
by the Congress to include the political subdivisions of a foreign state and their "agencies
and instrumentalities” within the scope of that immunity.

The City of Sault Ste, Marie, Ontariois a pofitical subdivision of the Province of Ontario and
of the Dominion of Canada. A corporation which is owned, in whole or in majority part, by
the municipality is included within the definilion of “foreign state" as used in the FSIA, and
is entitled to the immunity that would extend to the municipality.

Qperative immunity provision

Section 1604 of the FSIA [28 U.S.C. §1604] provides that a defendani which meets the
definition of "foreign state” is immune from the jurisdiction of the courts of both the United
States and the individual states, subject to existing international agreements, and subject
also to the exceptions provided in §1605 to §1607.

Exceptions to immunity

Under §1605(a), the immunity of a foreign state does not extend to any case in which the
foreign state has expressly waived its immunity, either explictly or by implication, or in
which the action is based on certain commercial activities carried on by the foreign state.
Neither of these exceptions apply here.

There are several intemnational agreements that govern the responsibililies of the United
States and Canada with regard o the quality of the waters of the Great Lakes, inctuding
the Boundary Waters Treaty of 1909 the Great Lakes Waler Quality Agreement of 1978,
and the North American Agreement on Environmental Cooperation (1993). There is nothing
inthe text of any of these treaties which abrogates the immunity conferred under the FSIA
or which purports to subject either nation to the jurisdiction of the courts of the other.
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We are not licensed in Canada and thus cannot address the question of whether PUC
Services or the City would be liable for claims of this nature if sued in Ontario courts. For
purposes of application of the FSIA however, it is immaterial whether the Province of
Ontario or any other agency in Canada has waived immunity in cases brought in its courts:
the issue is not whether immunity has been waived in general but rather specificaily
whether the immunity conferred under the FSIA has been waived, See Fickling v.
Commonwealth of Australia, 775 F. Supp. 66, 70 (E.D.N.Y. 1991), in which the Court rather
vigorously rejected as "sheer sophistry” an argument that a waiver by the Commonwealih
of Australia of sovereign immunity for claims brought against the Commonwealth in its own
courts should be equated to a waiver of the immunity provided under FSIA.

We would also assert that there are no commercial activities involved in the operation of
the wastewater ireatment plants in Saull Ste. Marie. The operation of sanitary sewers and
the treatment of sanitary sewer content before its effluents are discharged are clearly and
obviously the exercise of governmental functions and should not be regarded as
commercial activities. This is true regardless of whether the City of Sault Ste. Marie,
Ontario imposes a charge for access to municipal sewers to its inhabitants.

The anailysis may well be different as it pertains to the company’s operation of wastewater
plants in Echo Bay or in other cities; those may have a commercial character that is not
present in the operation of the plants and facilities in Sault Ste. Marie

The subsection 5 exception

The only exception that could be potentiaily applicable to PUC Services, regardless of ils
corporate structure, is that contained in subsection 5. Section 1605(a)(5) provides:

{a) A foreign state shall nol be immune from the jurisdiclional courl of the United States or
of lhe slates in any case ~

- "

{8)nototherwisa encompassedin paragraph (2) above, in which money damages are sough!
against 4 foreign slate for parsonal mjury or dealh or damage 1o or loss of propesty occurring
in the Uniled States and caused by the torlious acl or omission of that foreign stale or of any
ofticial or employee of that foreign slate while acting within the scope of his office for
employmen!. excepl that this paragraph shall nel apply 1o

(A} any claim based upon the exercise or performance or the faityre to axercise or
perform a discrolionary function regardless of whethar the discrelion be abused, or
(B) anay ciaim arising out of malicious prosecution. abuse of process, fibel, slander.
misrepresentation, deceil, or interference with cantragt rights,

Some of the claims made by plaintiffs in the 2006 litigation, though not all of them, could
be regarded as potentially falfing within the scope of this exception.

The plaintiffs alleged that the defendants engaged in a tortious act by wrongfully releasing
matenals from the East End Water Pollution Control Plant in an inappropriate fashion.

Further, the plaintiffs’ Complaint could have been read to make vague claims in the nature
of personal injuries.
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The subsection 5 exceplion is uncertain and unclear as to whether the tortious act of the
foreign state has to occur within the confines of the United States in order for the exception
to apply. The release of effiuents from the East End Water Pollution Controt Plant occurred
solely in Ontario waters. It was alieged by the plaintiffs in the 2006 lawsuit that these
materials were inappropriately released and that they traveled into Michigan waters where
they caused property damage to the plaintiffs. The plaintiffs did not allege any act of the
defendants occurring within the United States. In such a situation, does subsection 5
require thal both the wrongful act and the consequences occur in the United States? Oris
it enough that the consequences occurred in the United States? Stated otherwise, would
section 5 apply to an act occurring in Ontario which causes property damage in Michigan?

That uncertainty was clarified and resolved by the decision of the United States Supreme
Court in the case of Argentine Republic v Amerada Hess Shipping, 488 US 428 (1989).
That decision underlies our conclusion that the subsection 5 exception would not apply to
PUC Services.

The Amerada Hess case

The Amerada Hess case involved a claim for money damages asserted by Amerada Hess,
owner of a Liberian oil tanker which was severely damaged when it was attacked by
Argentine mililary aircraft while traveling in international waters during the course of the
Falkland Island war between Argentina and Great Britain,

Amerada Hess argued that the subsection 5 exception applied to its claim. The Supreme
Court noted, however, tha! the damage in question occurred on the high seas and thus did
not came within the limited terms of subsection 5, being imited 1o “those cases in which the
damage to or loss of property occurs in the United States”. [t observed, making reference
to legislative reports, that the primary purpose of Congress in enacting subseclion 5 was
to eliminate the immunity of a foreign state for "traffic accidents and ather lorts committed
in the United States, for which liability is imposed under domestic tort law."

Amerada Hess tried to argue that an occurrence on the high seas should still be sufficient
to bring the claim within the scope of FSIA's exception on the argument that the action of
the defendant may have had economic effects in the United States. It argued that the loss
of the cargo had an effectin the United States, and pointed out that the contract payments
for the shipment were due to be made in New York. The Court rejected this argument,
noting that there was a significant difference in the language used in the two exceptions,
the subsection 2 exception for commercial activities and the subsection 5 for non-
commercial torts. The Court found the contrasting language of the two subsections to be
dispositive:

(a) A foreign stale shall not be immune from Ine jurisdictonal cour of the United Siates or
of the siates in any case -

(2} in which the aclion is based upon 2 commercial aclivity carned an in The United States by
the foreign slate; or upan an acl pardormed in the Uniled Stales in connection with a
commaercial actvily of the foreign state etsewhere; or upon an act outside the lerritory of the
United States in cannection with a commercial actwily of the foreign state elsewhere and thai
acl causes a direct effect in the United States:
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{5) ot otherwise encompassed in paragraph (2} above. in which money damages are Soughi
agains| a foreign state for personalinjury ordeath or damage to or foss of properly occurring
in the Uniled Slates and caused by the tortious act or omission of that foreign state orof any
official or employee . . .

In analyzing the argument advanced by Amerada Hess in favor of the application of the
subsection 5 exception, the Court stated:

Under the eommercial aclivily exceplion to the FSIA, 1605(a)(2}. a loreign stale may be liable
lor its commercial activities outside lhe tarritory of the Unilad Stales having a “direcl effect’
inside the United Siates. But the noncommercial torl exception, 1605(a}(5}, upon which he
respondenls rely, makes no mention of “errilory outside the United States or of 'direct
gffects’ in the United States. Congress’ decision o use explicil language in 1605(a}{2) and
not 10 do 30 within 1605(a}(5}, indicales that the exceplion in 1605(a}{(5) covers only torls
oceurring within the territorial jurigdiction of the Uniled States. Respondents do not claim that
1605(a)(2) covers Lhase facis.

The uncertainty in the language used in the statute has thus been clarified by the definitive
decision of the United States Supreme Court. The Amerada Hess decision confirmed that
fareign states (including PUC Services) are entitled to immunity from ihe subject matter
jurisdiction and jn personam jurisdiction of the courts in the United States, and that (outside
the commercial context} the onty exceptions which would be recognized would be those
in which a wrongfu! act was commitied in the United States and had effects within the
territory of the United States.

See also Fickiing v. Commonwealth of Australia, the 1991 case cited above, in which the
piaintiff, an American citizen, claimed that the defendants had improperly placed “caveats”
(liens) on his property located in Australia, foliowing a properly division incident to an
Australian divorce, and thal such action constituted improper seizure or expropriation of his
property in violation of international law. He claimed that FSIA's exception 5 applied
because the issuance of the caveats in Australia had caused him to suffer damage in the
United States. The Court, citing Amerada Hess, rejected that argument, noting that:

An sxamination of the legislalive hislory of this seclion reveais that ilis 'cast in general lerms
as applying to all torl actions for money damages, not stherwise encompassaed by section
1605{a) 2) reialing 10 commercial aclivites.' H.R.Rep. No. 1487, 94ih Cong., 2d Sess.,
reprinted in 1976 U.S. Code Cong. & Ad. News 6604, 8619, Allhaugh nat specifically staled
in the statule, section 1603{a){5) applies only when the entire lort takes piace in the Uniled
States. See Amerada liess, 488 U 5. at 439, 109 S.Cl. al 630. The Ceourl finds thatl
defendanis’ conducl eccurred exclusively in Ausiralia. Consequantly, seclion 1605{a){5)does

not apply.
The Dole Food Company case

The most significant judicial decision considered by the court in the 2006 lawsuit was the
case of Dole Food Company v Palrickson, 538 U.8. 468 (2003). The corporations in
question in that case were two companies, designated in shorthand form in the apinion as
"the Dead Sea companies”, that had been organized by the state of Israel to mine bromine
compounds in the Middle East. The U.S. Supreme Court held that the companies were not
entitled to protection under the FSIA, observing:



Mr. Robert Paciccco
August 27, 2040
Page 8

As is the case with the use of the corporate struclure as a risk management function, the
protection that PUC Services seeks is not absolute. Risk management is inherently an
exercise in increasing or decreasing risk; in many circumstances it is impossible to wholly
eliminate risk. There still remains a risk that a court in a given case could determine that
the fact that the City has transferred the responsibility for the operation of the wastewater
treatment plants and other related functions could be regarded as a commercial activity,
in light of the fact that PUC Services Inc. is set up for the purposes of making a profit, but
that risk is present to the same extent with PUC Services in its current configuration as
well.

We caution once again that we are not attempting to offer any opinion with regard to the
application of Canadian or Ontario Provincial faw to the issue at hand. Our opinion ang
comments are limited solely to the application of American Federal law to the issue
presented.

Please fee! free to contact me if you have any questions or comments.

Very truly yours,

M. Sean Fosmire

MSFicac
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SUBJECT: REVISION OF CORPORATE RESTRUCTURING
RESOLUTION
PRESENTED TO: PUC INC. BOARD OF DIRECTORS

MEETING OF NOVEMBER 24, 2010
e ———————————————————————————————————————
RECOMMENDATION

Ihat the Board confirm the revision of the elfectve date of the change wm awnership stucture of PUC
Serviees e, rom Sepiember 30, 2000010 December 31, 2010,

BACKGROUND

AL 1l meeting of Sepember 20 2000 the Board approved o change in (he ownersbip struchure of PUC
Services e, and signed wresalution 1o that effect. Subjeet to sharcholder approval PUC Services would
he held directly by the Uty etfective Neptember 360 20000 The vanster of swiership sould redquire that
an evaluation of the Hnanaal staus of PUC Services be done as of the mransler date mn order 1o Identy
the value ol the PUC Services shares bemyg pransterred Trom PUIC ne. Lo the Crty.

Ata meeting with City Counail m caueus Seplember 130 200G the reasons for the corporile restruciurisg
were presented and thay the need o satisfy ansuranee concerns swith respect 10 PUC Services uperalion of
the vast end waslewater treamment plant was ol paramouont importance. The new corporate structure
wouhd sitiafy om existmg msurers however, i was suaggested that the msurer may aceepl g translor date of
Pecember 31,2000 vather than the September date. This would averd huving 1o complete. cssentially an
wd i el PLO Services, as of that date. Councrd was advised that the msurer would be contacied o obtam
Wy agrecment on the December 3 eflective date.

Subscguent e mecting with Cily Couned the msurer did agree w the December date and 1he
shareholder. at a special sharcholder meeting on Septeniher 24, 2010, approved a resolution fransterring
(he shares ol PUIC Services fram PUC Ine. 1o the City ellective December 3120000 The wnnual audi
will provide the valuation of the shares 10 be tanslerred 1o (the City, A revised Bourd resolution wis
cocutated and signed by Board membors.

RATIONALLF

A record vonbirgamg i the Board approses the change in the date o 1he share transter is decmed 1o be
predent for our corpotite recornds,

Prepared by: M. .1 Brian Curran
Iate: October 28, 2010

Subinitied by H. 1. Brian Curran
date: Nuovember 24, 2010

ANETACHMENTS: Revised Board Resolution -
Shareholder resolution

Corporate sestrochiniz ey eson PLIC e Bid Mg Nov 24 2000

J



RESOLUTION OF THE BOARD OF DIRECTORS
OF
PUC INC.

WHEREAS the Corporation of the City of Sault Ste. Marie is the holder of ali of

the issued and outstanding commoen shares of the Corporation:

AND WHEREAS the Board of Directors of the Corporation has in its discretion

determined to pay a dividend to the holder of the common shares of the Corporalion in
accordance wilh the provisions of the Reasoljution.

M

(23]

NOW THEREFORE BE IT RESOLVED THAT:

A dividend calculated in accordance with the provisions of this Resolution is
hereby declared payable on the 1% day of January 2011 to the Shareholder of
record as at the close of business on the 31" day of December 2010.

The dividend declared herein shall be equal lo the paid up capital of PUC
Services Inc.. a wholly-owned subsidiary of the Comporation in the amount of
$777 628,

As payment in full for the dividend declared herein the Corporation shall transfer
to the Corporation of the Cily of Sauit Ste. Marie 2,000 common shares in the
capital stock of PUC Services Inc. owned by the Corporalion and a new
certificate for 2,000 common shares shall be issued without further formality on
the 1" day of January 2011 o the Corporation of the City of Sault Ste. Marie as
fully paid and non-assessable.

The proper officers of the Corporation be and they are hereby authorized 1o take
all such steps and execute all documents which may be necessary for the
purpose of giving effect to the foregoing.



PUC INC. RESOLUTION

Agenda Item # Date:_ November 24, 2010

Moved by:

51_5
(0\% A /g\ A
Seconded by: M

Resolution:

That the Board confirm the revision of the effective date of the change in
ownership structure of PUC Services Inc. from September 30, 2010 to
December 31, 2010

0 Carried a Defeated ] Deferred
a Referred O Amended ] Officially Read Not
It With
_/(Q/[A_AMD
\~  Chair
Action
a Chair O PUC Inc. ]
O President a PUC Telecom O
a Secretary | PUC Services 0

O Treasurer O PUC Energies 0




Appendix B — Pole Testing Report



PoleCare International Inc.

NON-DESTRUCTIVE TESTING OF WOOD POLES
PUC Services Inc. of Sault Ste. Marie

Note: Attached to this report are typical pages of all the Tables (except
Table 2: Poles for Replacement). Table 2 is included in its entirety. All
the tables in their entirety are included in the MS Database.
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EXECUTIVE SUMMARY

A total of about 3078 in-service poles were inspected to assess their structural integrity. The

residual strengths of these poles were measured by using non-destructive testing equipment
called Poletest.

Based on the preliminary assessment of the information gathered a number of poles were
identified of having varying degree of degradation. These poles were reassessed using a
Resistograph that is capable of determining the extent of degradation in wood poles.

Based on a systematic analysis of the field data and engineering judgment the following
conclusions are made:

® Atotal of 92 poles need replacement in a period of 1 - 2 years. These peles have a
varying degree of visible extensive degradation at or below ground line and low
strength.

¢ Atotal of 13 poles with moderate or extensive rotting cross arms were identified.

® Atotal of 77 poles with moderate or excessive top feathering and/or excessive
mechanical damage were identified for close inspection.

® A total of 2419 poles were remedially treated (with either rods or copper or
insecticide or combined as required)

¢ Atotal of 315 poles were identified with carpenter ants infestation.

About 313 poles were identified with internal decay

It is important to note that the remaining lives of poles estimated in the report do not
consider the effect of the treatment administered. The estimated lives of these poles, after
treatment, would have significantly improved.

NOTICE

It is recommended that wood poles are inspected and tested every 5 years. The final
recommendations made in this report are based on the assumption that the S-year
inspection cycle will be adhered to by the utility. In other words the conclusions and
recommendations contained in the report are valid only for a five-year period from
the year in which the poles were tested.

It should alse be noted that no engineering analysis has been done to verify the
structural capacity of the poles to sustain the design wind and ice loads.

Neither PoleCare International Inc., nor PUC Services Inc. nor any other person
acting on their behalf makes any warranty, express or implied, or assumes any legal

responsibility for the information presented in this report or accepts liability
resulting from its use,



To:

PUC Services Inc.

NON-DESTRUCTIVE TESTING OF WOOD POLES FOR
PUC SERVICES INC.
INTRODUCTION

In the summer 2012, as part of its ongoing pole management program, PUC Services Inc. tested a
total of about 3078 in-service wood poles. A non-destructive testing (NDT) technique was
utilized as a key component of the program. The NDT equipment, POLETEST ™, originally
deveioped by Electric Power Research Institute (EPRI) and marketed by Engineering Data
Management (EDM), was used. A Resistograph, capable of measuring the relative density of
wood, was used to determine the extent of degradation in selected poles.

The following is a list of major data gathered on each pole:
® Pole strength at or closer to ground line

® Physical condition at ground line area
= Ground line rot
* Below ground line rot
» (Carpenter ants damage
= Surface rot etc.

¢ Overall physical condition of pole (poor, fair or good)

®  (Other related information

The information gathered was analyzed to identify the condition of each pole and sort out the
poles that need replacement or re-testing before the recommended testing frequency of 5 years.

TESTING TECHNIQUES

The EDM non-destructive testing technique applies the principles of sonic spectral wave
analysis. The sonic test signal, obtained from applying the NDT technique 1o a wood pole, is
analyzed and compared to a machine-stored database relating the sonic signal and pole strength.
The sonic signal varies depending on the type of pole species, the degree of mechanical
degradation as well as other parameters that affect the material properties. By comparing the
received signal to that of the stored database for the pole species, a measure of the pole strength
is determined. The equipment that incorporates this technique is marketed under the name
POLETEST™. The equipment is data dependent and uses a database established by EDM.

The Resistograph is a special type of drill with a drill bit of approximately 2 mm to 3mm in
diameter and about 400 mmi in length. The instrument is battery operated and self-powered to
eliminate any external influence on the measurements. The instrument provides a measure of
relative density of wood by measuring its resistance. The results are presented in a graphic form
showing the relative density of wood across the pole cross section. The graph could be used to
assess qualitatively the amount of degradation in the pole.



FIELD MEASUREMENTS AND OBSERVATIONS

STEP 1: The EDM Poletest was used in assessing pole strength:

Sound the pole for weak points at various pole heights.

Take strength reading at GL (Ground Line), perpendicular to line direction.

If strength reading at GL is good then take readings at suspected weak points.
® End the testing.

If no strength reading or a very low reading is obtained then take readings at various
orientations at GL.

¢ End the testing.

If a reading can’t be obtained at GL then take more readings at locations above GL.
& [nd the testing,

Take as many readings as necessary for a good assessment.

Check pole for decay, rot, mechanical damage etc.

Using a shovel check for any decay below GL

STEP 2: After completion of testing with EDM Poletest, poles that showed marginal mechanical
strength and poles for which the results were not conclusive were tested with the Resistograph

PRESENTATION OF FIELD DATA

The strength and other information gathered in the field along with the analysis done are
summarized in Table 1. The information contained in Table 1 is listed below:

Name of the street in which pole is located

Pole ID Number

House number if appropriate

Pole species (from information stamped on poles)
Pole diameter (from measurements)

Pole strength (from measurements)

Pole mechanical condition (from observations)
Comments

Recommendations

Probable remaining pole life

Poles remedially treated



ANALYSIS AND RECOMMENDATIONS

Based on a systematic analysis procedure the following recommendations are made:

Note 1:

Note 2:

® Poles for Replacement (Table 2)

A total of 92 poles need replacement in a period of 1 - 2 years. These poles have varying
degree of extensive degradation, both visible and hidden, at or below ground line.

® Poles with Extensive Feathering and Mechanical Damage (Table 3)

Extensive pole top feathering and or mechanical damage were noticed in about 77poles.
These poles need a closer inspection, by line crew.

® Poles with Cross arm Rotting (Table 4)

A total of about 13 poles were identified as having cross arms with varying degree of
rotting.

® Poles for Remedial Treatment (Table 5)

About 2419 poles were selected for remedial treatment in order to extend their usable
lives. These poles were treated with rods or copper or insecticide or all combined as
required.

® Poles Affected by Carpenter Ants (Table 6)

A total of 315 poles were identified as having various stages of carpenter ants
infestation.

¢  Poles with Internal Decay (Table 7)

A total of about 313 poles were identified as having cross arms with varying degree of
rotting.

® Individual Pole Records (Table §)

An electronic record for each of the 3078 poles tesied is given in Table 8.

It should be noted that a number of poles appear under different categories
because these poles have multiple mechanical defects

It should be noted that a number of poles appear under different categories
because these poles have multiple mechanical defects



Because of the unpredictable nature of the external influences that would affect the
remaining life of a pole it is recommended that any life prediction beyond 5 years be used
with caution, It is also recommended that the poles be tested on a 5-year cycle to maintain
the necessary reliability and safety.

In analyzing the poles the effects of external load such as wind and ice are not considered;
only the pole strength and mechanical condition of the poles are used. In other words the
client requested no engineering analysis and none was done.

COMPREHENSIVE DATABASE

® A comprehensive database containing all the information discussed in this report is
provided in MS Access format.

® Also attached to this report are the first pages of all the tables except Table 2, which
is included in its full form.
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Appendix C — Construction Agreement































































































































































































































































Appendix D — FIT Application Summary



K:\0500E Relations - Public, Gov, Cust\0530 Embedded Generators\Application Status\0530.2 FIT Application Summary 2013 - Q1

3 Q & ¢ O © < & e S
oé:bg . ;’0 Q\O'b\tﬁ\ & s Q\é\ .sb’\ '{\é oeb \‘*‘\\& \‘\00@2\40& Q&b Q\é@b °°Q
\OQQ $°°.,, a@% / & 0\6\ @*’&o& ooc;#p o°(:’o°e 3 s & $§°& o 'b&e@o & Q\;\
R . 28
& AT S SIS 8T 0 S & Y .
(P W N \© @ Y 2 S @ O
4 S N N 2 ANy Cr @0‘@6@ A CR
Street Name [Civic] DR oo o o & N PO Comments
Landslide Drive [] - - - - - - - - TA-11 Connected - HOEP
Northern Avenue [443] - - - - - - - - TA6 - - Connected as a load displacement
Second Line West [] - - - - - - - - TA-7 - - Connected as a load displacement

Sault College Airport Hangar 2010-10-25 35 2011-08-09 2011-09-09 60 2011-11-02 Yes 2011-12-20 TA-7 2012-11-23 35 Connected FIT
Yates Ave [155] 2010-04-19 500 60 2011-05-16 N/A TA-7 Connected - HOEP
Industrial Court B [99] 2010-05-21 preliminary inquiry
McNabb St [200] 2010-07-15 preliminary inquiry

MacDonald Av [677] 2010-10-28 250 2011-09-09 2011-09-26 60 2011-11-24 Yes 2012-01-10 TS1- East Bus 2012-08-29 250 Connected FIT

Second Line W [2059] 2010-10-28 100 2011-01-18 2011-02-28 60 2011-03-11 Yes 2011-05-30 TA7 2011-06-09 100 Connected FIT
Malabar [20] 2011-02-08 20 preliminary inquiry
Old Goulais Bay Rd [1259] 2011-02-14 5000 preliminary inquiry

Queen St [1520] 135 2011-03-24 2011-06-14 60 2011-08-15 Yes 2011-09-27 SM-9 2011-11-14 135 Connected FIT
Queen Ste E [244] 2011-01-25 15 preliminary inquiry
Bruce St [218] 2011-05-09 346.9 preliminary inquiry
Bay St [293] 2011-03-07 1500 preliminary inquiry
Northern Ave. E [443] 2011-08-30 249 2011-09-09 preliminary inquiry
Great Northern Rd [803] 2012-10-12 75 2011-09-02 preliminary inquiry
Third Line W [515] 2011-03-17 preliminary inquiry
North St [600] 2011-03-29 110 preliminary inquiry
Goulais Ave [616] 2011-03-31 preliminary inquiry
500 Second Line E 2012-10-15 266.22 preliminary inquiry
Third Line E [773] 2011-04-15 250 preliminary inquiry
West St [105] 2011-04-21 1500 preliminary inquiry
Industrial Court B [5] 2011-05-11 99.4 preliminary inquiry
Trunk Rd [543] 2011-05-25 53 preliminary inquiry
Trunk Rd [539] 2011-05-25 47 preliminary inquiry
Bay St. [216] 2011-06-10 preliminary inquiry
Old Goulais Bay Rd 2011-06-22 5000 preliminary inquiry
Connor Rd [226] 2011-06-30 40 preliminary inquiry
Goulais Ave [616] 2012-10-05 270.3 preliminary inquiry
Trunk Rd [625] 2011-07-21 249.9 preliminary inquiry
Allen's Side Rd [520] 2011-07-22 75 2011-09-02 preliminary inquiry
Trunk Rd [953] 2011-08-29 36 preliminary inquiry
Wood Park Court [16] 2011-08-29 250 preliminary inquiry
Great Northern Rd [333] 2011-10-04 144 preliminary inquiry
Northern Ave. [207] 2011-11-05 28.05 preliminary inquiry
Great Northern Rd. [229] 2011-10-26 250 preliminary inquiry
Black Rd [105] 2012-10-03 47.06 preliminary inquiry
Black Rd [735] 2012-11-20 27.5 preliminary inquiry
2012-12-06 17000 preliminary inquiry
Sackville Rd [9] 2012-12-24 100 preliminary inquiry
275 Second Line West 2013-01-09 500 preliminary inquiry
15 Jean St. 2013-01-09 75 preliminary inquiry
17 Batchewana St. 2013-01-09 85 preliminary inquiry
103 Metig St. 2013-01-09 70 preliminary inquiry
99 Gran St. 2013-01-09 75 preliminary inquiry
90 Ontario Ave. 2013-01-14 109.905 preliminary inquiry
Lot 8 Bittern St. 2013-01-21 250 preliminary inquiry
Lot 10 Bittern St. 2013-01-21 250 preliminary inquiry
Lot 12 Bittern St. 2013-01-21 250 preliminary inquiry
44 Great Northern Rd 2013-01-16 200 preliminary inquiry
44 Great Northern Rd 2013-01-16 200 preliminary inquiry

48 36134.235 4 5 4 4 520 1352
Total (Allocated - Connected) kW Grand Total connected kW (FIT + non-FIT)
1352

Grand Total connected + Allocated kW

4/2/2013

sheet 1 of 1



Appendix E — Injury-Incident Report



INJURIES Near Misses LOST TIME Med Aid report

Near o Incid Bady o Firss  Medical Num Lost
1 Fleat DE-Cot-04 Mo D4-Oct-04  Eyes it on hand wiped eye 1 1
1 Fleat 18-Jan-06 Mo Wrist  resinction while puliing cond -
sore wrist
1 Fleat 01-Mar-05 Mo Back  IMing tire to Install on axie - sore
back
1 Fleat 25-Aug-DE Mo Knee  moving rad nfo place awkward
slipped - 5prain kng
1 Fleat 08-Ju-08 Mo 18-Aug-0F  AmM  removed guand bolts twisted arm
1 Fleat 14-Cct-08 Mo 14-0ct05  Back  removed boom cylndes
awkward position
1 Fleat 12-Mar-03 Mo 12-Mar-03  Eyes  working under tri1 dirt fel from 1
frame
1 Fleat DE-Jun-0% Mo DE-Jund9  Back  awkward posiion tightening 1
fittings Inside turrat
1 Fleat 23-DecD8 Mo 23-Dec-08  Knee  slipped of paliet
1 Fleat 28-5ep10 Mo 29-5ep-10  Back  moving lange 5D batteries pumg 1
station, overexarin
1 Fleat 25-5ep12 Mo 25-5ep-12  back  IMng brake drum Tr 9 pain In
back
Total Near Misses: Total INTURIES: 11 Total MEDICAL ATD: 4 Z of Lost Inme Inpury: - 0
Wednesday, March 13, 2013 Page I of' !



INJURIES Near Misses LOST TIME Med Aid report

Near o Incid Bady o First  Medical ~Num Lost
Mechanic Dept  21-Apr-gg No Wrist  lef,no particular Incident 1
Mechaniz 16-Moy-99 Mo Headache odour In mechanic shop
Mechaniz 24-par-0a Mo Headache odour from floor drain
q Fleat 3-Ju-DE No Shoulder awkward position Instal tywraps

under inuck sorens

Fleet [:5-Fep-10 Mo [5-Fep-10  Shoulder overexerton 1

Fleet O8-0ci-10 YEes 12-0ci-10 shoulder  modi work, emeng repalr, 1
shaulder overaxenion

Fleat Dept  D4-Apr-11 Mo D5-Apr-11 back  repalring vaclum fruck awkwand 1
posltion hurt back

Total Near Misses: Total INTURIES: 4 Total MEDICAL AID- 3 2 of Lost Tnme Injury: 0

Wednesday, March 13, 2013 Page I of' 1



Appendix F — RDI Full Absorption Cost Allocation Report



PUC Services Inc.

Full Absorption
Cost Allocation
Report

Prepared By:

Jim Hopeson

RDI Consulting Inc.

London, Ontario

2007 09 20

M
consulting inc.
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Executive Summary

RDI Consulting Inc. was engaged by PUC Services Inc. to review and make
recommendations regarding current processes related to the:

e Allocation of Customer Service costs to Water and Electric

e Allocation of Administrative and General (A&G) costs to all affiliates

e Split of allocated A&G costs between operating costs and capital
expenditures of each company

e Split of directly charged A&G costs between operating costs and capital
expenditures of each company

e Types of costs included in the current asset use charge

¢ Allocation of the asset charge to affiliates

e Split of asset charge between operating costs and capital expenditures of
each company

The recommendations primarily involve changes in the way the existing pie of
costs is sliced between companies and operating and capital activities within the
companies.

The recommendations reflect:

e Refinements in the determination of allocation bases used to allocate
individual costs, and

e Direction contained in the Accounting Procedures Handbook for regulated
Distribution Companies which advocates a fully allocated cost allocation
approach (means all businesses and activities should bear a fair share of
the indirect costs not able to be specifically charged to a business or an
activity)

RDI is recommending that the current asset charge which recovers depreciation
only be increased to include the cost of capital related to the investment in the
assets used to provide services to all affiliates.

The net effect of all the recommendations results in:
e Operating costs are lower for all businesses except PUC Energies

e Lower operating costs are driven by the following factors
0 Minor change in determination of customer services costs for
electric and water
o0 Change in allocation of PUC Services A&G costs for all businesses
0 Movement to capital of allocated A&G costs
0 Movement to capital of directly charged A&G costs
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o Change in allocation of existing asset charge recovering
depreciation only

0 Increased cost to all businesses resulting from new cost of capital
charges as part of the asset use charge

e Lower operating costs for Services primarily driven by new cost of capital
revenue source offset by increase in allocated (retained) A&G costs

e Increase in capital costs for all businesses representing the offset to the
reduction in Operating expenses

RDI recommends implementing the recommendations in this report effective with
the January 1, 2008 fiscal year.

Financial plans and budgets for 2008 as well as the PUC Distribution Inc. 2008
rate rebasing application should be prepared reflecting these recommendations
as well.
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Introduction

RDI Consulting Inc. was engaged by PUC Services Inc. to review and make
recommendations regarding the current processes related to the charging of
Customer Service and Administrative and General (A&G) costs to its affiliates.
The review also looks at the issue of splitting A&G costs between operating costs
and capital expenditures.

In addition the review looks at the current method of charging for the use of
vehicles, equipment, and other miscellaneous assets (computers, office furniture,
buildings, etc.) required to conduct business.

The treatment of other overhead type expenditures (labour burdens, materials
management overheads, vehicle operating costs, engineering, operations
supervision) was not part of the scope of the review as Management and RDI
agreed that the current processes appropriately allocate costs to individual
businesses and operating and capital activities within these businesses.

Fiscal year 2006 financial results were used to assess the directional impact of
implementing the recommended changes for all the PUC businesses.

A contributing factor to undertaking the review is the current PUC Distribution Inc.
2008 rate rebasing process. The intent is to apply the recommendations
contained in this report to the determination of LDC costs on a forward test year
(2008) basis.

Overview of Current Costing Processes

PUC Services Inc. provides financial and accounting services to all affiliates and
serves as the gatekeeper in ensuring costs are properly charged to and amongst
affiliates.

All transactions occur on a cost pass through basis with no mark-ups.

The Ontario Energy Board prescribed chart of accounts (USOA accounts) is
utilized to track costs.

There are 3 different types of costs that are part of the scope of this review and
the current treatment is summarized as follows:
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Direct Costs

Costs that can be directly identified with a specific business are directly charged.
These could be either Customer Service costs or Administrative and General
Costs.

Administrative and General Costs are retained as operating costs with no current
allocation to capital.

Direct costs using 2006 actuals are set out in Appendix A.

Allocated Costs

Costs that cannot be directly identified with a specific business are allocated to
all businesses on a USOA account by account basis using an allocation base
that reflects cost drivers or contribution to expenditure. These could be either
Customer Service costs or Administrative and General Costs.

Again, Administrative and General Costs are retained as operating costs with no
current allocation to capital.

Appendix J provides the current basis for these allocations and the allocation
percentages by business stream.

Asset Charge

PUC Services currently allocates depreciation related to Services owned assets
(vehicles, equipment, computers, office furniture, buildings, etc.) to all businesses

based on their usage of the assets as determined by administration percentages.

Costs are split between operations and capital. The portion related to capital
projects is distributed to the projects based on trucking dollars.

No rate of return on invested capital is currently charged.

No depreciation or rate of return is charged on the Queen Street facility as it is a
Water owned asset with no book value.
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Guidance from Ontario Energy Board Accounting
Procedures Handbook

Article 340 of the Accounting Procedures Handbook titled Allocation of Costs and
Transfer Pricing provides direction to LDC’s regarding cost allocation and
charges between affiliated companies.

Some key references from this document are:

The general method for charging indirect costs should be on a fully allocated cost
basis.

All costs shall be classified to lines of business, services or products that are
regulated, non-regulated, or common to both.

When costs are fully allocated to services and products, the fully allocated cost
of the services and products include their direct cost plus a proportional share of
indirect costs. Note that fully allocated cost and the term “absorption cost”

have the same meaning.

Indirect costs are costs that cannot be identified with a specific unit of product
or service or with a specific operation or cost centre. Indirect costs include but
are not limited to overhead costs, administrative and general expenses and
taxes. Indirect costs are fixed costs that can remain unchanged in total for a
given time despite wide fluctuations in activity.

Where an electric utility incurs costs (e.g. general administration, office staff
salaries, and rent) jointly with another utility or with its local municipality, the
method of splitting the joint costs should be calculated in accordance with some
reasonable method of determining a fair and equitable split.

The primary cost driver of common costs, or a relevant proxy in the absence of a
primary cost driver, shall be identified and used to allocate the cost between
regulated and non-regulated lines of business, products or services.

The methods used in the allocation of costs should be documented and reviewed
on a regular basis. If necessary, the cost methods should be revised in order to
reflect changes in cost relationships and the related cost allocators. Any changes
in the allocation method or the cost allocators used, including the supporting
rationale, should be documented and the documentation should be available for
Board review.

Where a fair market value is not available for any product, resource or service, a
utility shall charge no less than a cost-based price, and shall pay no more than a
cost-based price. A cost-based price shall reflect the costs of producing the
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service or product, including a return on invested capital. The return component
shall be the higher of the utility’s approved rate of return or the bank prime rate.

Utilities typically charge vehicles/equipment, payroll burdens, and materials
management expenses to the key distribution activities that use these resources.

Utilities incur general administration costs that are in support of all business
activities:

Operations

Maintenance

Customer billing and collecting
Construction of capital assets
Provision of third party services

Under the accounting guidelines these costs should be charged to distribution
activities so they absorb their fair share of costs. Proper categorization of
operating and capital costs occurs.

Review and Recommendations Re: Costing
Processes

Appendix J provides the current basis for and percentages by business stream
and Appendix K provides the recommended processes. They are discussed in
more detail below.

Direct Charges

Customer Service

Meter Reading USOA account 5310 costs are currently direct charged between
Electric and Water on the basis of the relative number of meters (63% electric /
37% Water).

It is recommended that these costs be split on the basis of relative number of
meter reads. An analysis of the meter reading contractor bills for 2006 yielded a
57% Electric and 43% Water split.

Administrative and General Costs

It is recommended that all Administrative and General costs directly charged to a
specific business be allocated between operations and capital following a review
to assess any costs that are not applicable to capital. Net applicable overhead

costs should be allocated between operating and capital activities on the relative
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basis of labour effort incurred. An analysis has been completed for electricity only
in determining the impact of this recommendation. Excluded directly incurred
A&G costs for PUC Distribution Inc. are set out in Appendix L.

It has been assumed for impact purposes in this document that 100% of directly
incurred A&G costs for the other businesses are to be allocated between
operations and capital.

Allocated Costs
Customer Service

All the remaining Customer Service USOA accounts (5315 to 5410) are currently
split between Electric and Water on the basis of the relative number of customers
(56% electric / 44% Water).

This is still a reasonable basis of allocation for all accounts with the exception of
the 5321 Account which collects the costs related to the collections group. The
existing relative customer count remains at the 56/44 % split.

It is recommended that the cost of the collections group accumulated in USOA
5321 Collections Arrears be allocated between Electric and Water on the basis of
the relative bad debt write-offs (76% Electric and 24% Water).

Administrative and General Costs

All Administration and General accounts with the exception of USOA 5675 are
currently allocated between the businesses on the basis of an historical FTE
work effort review.

The allocation of the 5675 Maintenance of General Plant account is very similar
with the exception that no charges are allocated to Telecom as they do not utilize
any of the 3 facilities creating slight allocation changes in allocation percentages
for the other companies.

All A&G costs allocated to each business remain as operating costs with no
allocations to capital.

RDI recommends a similar labour effort based approach utilizing recent work
effort data be used to allocate costs to the respective businesses. Appendix |
summarizes total work effort data for a recent 12 month period. It is principally
comprised of:

e Direct labour hours of bargaining unit employees
e Budgeted labour hours for Management staff
e Estimates of externally contracted labour hours
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Collectively it forms a prorate base of total relative effort spent by business unit
on both operating and capital activities regardless of the source of the labour
effort.

It is also recommended that all Administrative and General costs charged to a
specific business be allocated between operations and capital of that business
unit using the applicable operating / capital split shown in Appendix .

Asset Charge
Existing

PUC Services currently allocates depreciation related to Services owned assets
(vehicles, equipment, computers, office furniture, buildings, etc.) to all businesses
based on their usage of the assets as determined by administration percentages.

Costs are split between operations and capital. The portion related to capital
projects is distributed to the projects based on trucking dollars.

Two alternative options were developed for consideration which varied only in the
way vehicle and equipment depreciation was allocated:

e Option 1- depreciation on vehicles allocated on the basis of trucking
hours and depreciation on other assets allocated on the basis of direct
labour hours

e Option 2- depreciation on vehicles allocated on the basis of direct labour
hours and depreciation on other assets allocated on the basis of direct
labour hours

Appendix G details the results of these options. The results show there is little
difference between these 2 options.

It is recommended that Option 1 be used on a go forward basis as it very
accurately tracks vehicle and equipment depreciation to the specific activities
these assets were used for. In addition, the depreciation on the other assets
used to support all business unit operating and capital activities would be
allocated on the basis of relative labour effort similar to the recommended
approach for Administration and General Costs.

Rate of Return

Currently only depreciation related to PUC Services owned assets is recovered
from the users of these assets.
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The cost of capital (COC) used to finance the purchase of these assets is not
reflected in the recovery by Services. The cost of capital is generally determined
based on the financing practices of the business entity (debt / equity split) and
the rates of return for both debt and equity.

The Ontario Energy Board which regulates PUC Distribution Inc. allows a rate of
return on invested capital to be included in rates and recovered from customers.
It is a legitimate part of the full cost of doing business.

Similarly as seen in the APH Section 340 references:

Where a fair market value is not available for any product, resource or
service, a utility shall charge no less than a cost-based price, and shall
pay no more than a cost-based price. A cost-based price shall reflect the
costs of producing the service or product, including a return on invested
capital. The return component shall be the higher of the utility’s approved
rate of return or the bank prime rate.

RDI recommends that Services recover a cost of capital charge from all the users
of the assets that it owns using the LDC deemed weighted average pre-tax cost
of capital. As a proxy to assess the impact, a weighted average cost of capital of
7.67% was applied to the December 31, 2006 net book value of Services owned
assets. The resulting amounts were allocated using the 2 options discussed
above and outlined in Appendix H. This generated an increased recovery amount
of $449,833 to be recovered from all businesses. PUC Services use of the assets
under Option 1 results in Services retaining $44,817 of costs for a net beneficial
impact of $405,016.

The cost of capital for 2006 impact illustration purposes uses the deemed 2008
capital split of 53.3% debt and 46.6 % equity and uses 2006 approved rates of
return (debt — 6.35% and equity of 9%)

e 53.3% X 6.35% + 46.7% X 9% = 7.67%

¢ Note — after tax return on equity was not grossed up by the tax rate to
obtain the pre-tax cost as the income tax rate in the approved 2006 rate
application was zero.

The preparation of 2008 budgets and the forward test year rate application for all
PUC corporations should utilize the following calculation of pre-tax cost of capital
based on inputs for the 2008 PUC Distribution Inc. rate application:

COC Component | % of Capital Structure Rate of Return
Short term debt 1% 4.77% Pre tax
Long term debt 49.33% 5.82% Pre tax
Equity 46.67% 8.69% After tax
Income Tax Rate 36%
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Pre — Tax COC = (4% x 4.77%) + (49.33% x 5.82%) + ((46.67% X (8.69% / 1-.36)
= 9.40%

It is recommended that Option 1 be used to allocate these cost of capital
recoveries to be consistent with the recommendation above regarding the
allocation of depreciation costs.

Third Party Work Charge-out Rates

RDI recommends that existing charge-out rates for third party work performed by
PUC resources be reviewed to ensure alignment with the cost allocation
recommendations. Outside parties should also pay their fair share of A&G costs
used to support the direct work.

Summary of Impacts

The impacts of all the recommendations for all the PUC businesses using 2006
data are summarized in Appendix M.

The net effect of all the recommendations results in:
e Operating costs are lower for all businesses except PUC Energies

e Lower operating costs are driven by the following factors

0 Minor change in determination of customer services costs for
electric and water
Change in allocation of Services A&G costs for all businesses
Movement to capital of allocated A&G costs
Movement to capital of directly charged A&G costs
Change in allocation of existing asset charge recovering
depreciation only
Increased cost to all businesses resulting from new cost of capital
charges

O 00O
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e Lower operating costs for Services primarily driven by new cost of capital
revenue source offset by increase in allocated (retained) A&G costs

e Increase in capital costs for all businesses representing the offset to the
reduction in Operating expenses
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Proposed Implementation

RDI recommends implementing the recommendations in this report effective with
the January 1, 2008 fiscal year.

Financial plans and budgets for 2008 as well as the PUC Distribution Inc. 2008
rate rebasing application should be prepared reflecting these recommendations
as well.

Future Refinement Opportunities

During the course of this review the following allocation process improvement
opportunities were identified:

1. No depreciation recoveries or rate of return recoveries on Water owned
assets have been identified as asset values are currently not recorded for
municipal expenditures.

The Public Sector Accounting Board of the Canadian Institute of
Chartered Accountants has approved revisions to standard PS3150 which
requires municipalities to identify, value, and record all their assets on the
municipal balance sheet effective 2009.

The recovery of municipally owned assets should be reassessed at this
point in time.

2. USOA account 5410 records the costs associated with the PUC Customer
Services Department. PUC will assess the potential to change the
Department call tracking process to get better data to more accurately
allocate these costs.

3. The determination of total labour effort utilized budgeted time allocations
for all Management staff. PUC will assess the implementation of an actual
Management staff time tracking process to better allocate costs.

4. The determination of total labour effort also utilized Management
estimates of time associated with external contracted services. PUC will
assess options to improve resource identification to better allocate costs.
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USOA
Account

Appendix A
Direct Charges to Businesses ($ 2006)

Account Description

Customer Service Accounts

5310
5315
5320
5321
5325
5335
5405
5410

LDC Only

5415
5420

Meter Reading

Billing

Collections

Collections Arrears (Bad Debts)

Collecting - Cash Over/Short

Bad Debt Expense

Community Relations Supervision (Call Centre)
Community Relations (Call Centre)

Energy Conservation
Community Safety Program

Business Development

5510

Business Development

Administration and General Accounts

5605
5610
5615
5620
5630
5635
5645
5655
5665
5675

Executive Salaries and Expenses
Management Salaries and Expenses

General Administrative Salaries and Expenses
Office Supplies and Expenses

Outside Services Employed

Property Insurance

Pensions and Benefits

Regulatory Expenses

Miscellaneous General Expenses
Maintenance of General Plant

Totals

13

PUC
Distribution
Inc. Water Telecom Energies
192,047 111,997 0 0
162,087 0 0 0
0 0 0 0
5,263 0 0 0
313
64,744 22,799 395
0 0 0 0
63,825 4,089 81,464 0
488,278 138,885 81,860 0
37,289 0 0 0
27,472 0 0 0
64,762 0 0 0
0 0 56,683 11,554
77,411 58,189 6,731
3,206 8,697 6,467 0
47,841 0 0
36,148 0 2,680 0
102,382 7,765 6,830 5,813
51,711 55,224 1,645 870
(349,831)
88,765 0 0 0
173,610 0 0 0
0 36,010 0
231,244 129,875 60,364 6,683
784,284 268,759 198,907 18,236
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Appendix B

PUC Services Allocation to PUC Distribution Inc. ($ 2006)

USOA
Account Account Description

Customer Service Accounts

5310 Meter Reading

5315 Billing

5320 Collections

5321 Collections Arrears (Bad Debts)

5325 Collecting - Cash Over/Short

5405 Community Relations Supervision (Call Centre)
5410 Community Relations (Call Centre)

Administration and General Accounts

5605 Executive Salaries and Expenses

5610 Management Salaries and Expenses

5615 General Administrative Salaries and Expenses

5620 Office Supplies and Expenses

5630 Outside Services Employed

5635 Property Insurance

5665 Miscellaneous General Expenses

5675 Maintenance of General Plant - Queen St. Facility (water owned)
5675 Maintenance of General Plant - Services Centre/Trbovich Centre

Totals

Breakdown of Impact

Increase in Customer Services Costs
Reversal of A&G Costs previously charged 100% to Operations

Allocation of Revised A&G Costs to O&M and Capital
(69% O&M and 31% Capital)

PUC
Services
Costs to be Current Current
Allocated Percent Dollars
304,043 63.00% 191,547
623,842 56.14% 350,225
187,339 56.14% 105,172
163,212 56.14% 91,627
87) 56.14% (49)
39,176 56.14% 21,993
495,284 56.14% 278,052
1,812,808 1,038,568
185,402 51.39% 95,278
238,430 51.39% 122,529
660,921 51.39% 339,647
416,726 51.39% 214,156
71,376 51.39% 36,680
43,469 51.39% 22,339
7,533 51.39% 3,871
269,611 51.70% 139,389
622,459 51.70% 321,812
2,515,928 1,295,701
4,328,736 2,334,269
Total Dollar Impact
OM&A Capital Total
10,483 10,483
(1,295,701) (1,295,701)
760,885 341,847 1,102,731
(524,333) 341,847 (182,487)
Decrease Increase Decrease

Proposed
Percent

57.48%
56.00%
56.00%
74.00%
56.00%
56.00%
56.00%

43.83%
43.83%
43.83%
43.83%
43.83%
43.83%
43.83%
43.83%
43.83%

14

Proposed
Dollars

174,764
349,351
104,910
120,777

(49)
21,939
277,359

1,049,051

2,151,782

T~ (182,487) —
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Appendix C

PUC Services Allocation to Water ($ 2006)

USOA
Account Account Description

Customer Service Accounts

5310 Meter Reading

5315 Billing

5320 Collections

5321 Collections Arrears (Bad Debts)

5325 Collecting - Cash Over/Short

5405 Community Relations Supervision (Call Centre)
5410 Community Relations (Call Centre)

Administration and General Accounts

5605 Executive Salaries and Expenses

5610 Management Salaries and Expenses

5615 General Administrative Salaries and Expenses

5620 Office Supplies and Expenses

5630 Outside Services Employed

5635 Property Insurance

5665 Miscellaneous General Expenses

5675 Maintenance of General Plant - Queen St. Facility (water owned)
5675 Maintenance of General Plant - Services Centre/Trbovich Centre

Totals

Breakdown of Impact

Decrease in Customer Services Costs
Reversal of A&G Costs previously charged 100% to Operations

Allocation of Revised A&G Costs to O&M and Capital
(70% O&M and 30% Capital)

15

Proposed
Dollars

129,279
274,490
82,429
42,435

(38)
17,237
217,925

763,758

74,105
95,300

1,769,374

6,838 /

PUC
Services
Costs to be Current Current Proposed
Allocated Percent Dollars Percent
304,043 37.00% 112,496 42.52%
623,842 43.86% 273,617 44.00%
187,339 43.86% 82,167 44.00%
163,212 43.86% 71,585 26.00%
(87) 43.86% (38) 44.00%
39,176 43.86% 17,183 44.00%
495,284 43.86% 217,231 44.00%
1,812,808 774,240
185,402 39.20% 72,678 39.97%
238,430 39.20% 93,464 39.97%
660,921 39.20% 259,081 39.97%
416,726 39.20% 163,357 39.97%
71,376 39.20% 27,979 39.97%
43,469 39.20% 17,040 39.97%
7,533 39.20% 2,953 39.97%
269,611 39.43% 106,308 39.97%
622,459 39.43% 245,436 39.97%
2,515,928 988,296
4,328,736 1,762,536
Total Dollar Impact \A
OM&A Capital Total
(10,483) (10,483)
(988,296) (988,296)
703,931 301,685 1,005,616
(294,847) 301,685 6,838
Decrease Increase Increase
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USOA
Account

Appendix D

PUC Services Allocation to Telecom ($ 2006)

Account Description

Administration and General Accounts

5605

Executive Salaries and Expenses

Management Salaries and Expenses

General Administrative Salaries and Expenses

Office Supplies and Expenses

Outside Services Employed

Property Insurance

Miscellaneous General Expenses

Maintenance of General Plant - Queen St. Facility (water owned)
Maintenance of General Plant - Services Centre/Trbovich Centre

Breakdown of Impact

Reversal of A&G Costs previously charged 100% to Operations

Allocation of Revised A&G Costs to O&M and Capital
(63% O&M and 37% Capital)

PUC
Services
Costs to be Current Current Proposed
Allocated Percent Dollars Percent
185,402 0.59% 1,094 0.67%
238,430 0.59% 1,407 0.67%
660,921 0.59% 3,899 0.67%
416,726 0.59% 2,459 0.67%
71,376 0.59% 421 0.67%
43,469 0.59% 256 0.67%
7,533 0.59% 44 0.67%
269,611 0.00% - 0.67%
622,459 0.00% - 0.67%
2,515,928 9,581
Total Dollar Impact \
OM&A Capital Total
(9,581) (9,581)
10,620 6,237 16,857
1,039 6,237 7,276
Increase Increase Increase

16

Proposed
Dollars
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USOA
Account

Appendix E

PUC Services Allocation to Energies ($ 2006)

Account Description

Administration and General Accounts

Executive Salaries and Expenses

Management Salaries and Expenses

General Administrative Salaries and Expenses

Office Supplies and Expenses

Outside Services Employed

Property Insurance

Miscellaneous General Expenses

Maintenance of General Plant - Queen St. Facility (water owned)
Maintenance of General Plant - Services Centre/Trbovich Centre

Breakdown of Impact

Reversal of A&G Costs previously charged 100% to Operations

Allocation of Revised A&G Costs to O&M and Capital
(83% O&M and 17% Capital)

PUC
Services
Costs to be Current Current Proposed
Allocated Percent Dollars Percent
185,402 0.00% - 0.17%
238,430 0.00% - 0.17%
660,921 0.00% - 0.17%
416,726 0.00% - 0.17%
71,376 0.00% - 0.17%
43,469 0.00% - 0.17%
7,533 0.00% - 0.17%
269,611 0.00% - 0.17%
622,459 0.00% - 0.17%
2,515,928 -
Total Dollar Impact \
OM&A Capital Total
0 0
3,550 727 4,277
3,550 727 4,277
Increase Increase Increase

17

Proposed
Dollars
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USOA
Account

Appendix F

PUC Services Administration and General Costs Retained ($ 2006)

Account Description

Administration and General Accounts

5605
5610
5615
5620
5630
5635
5665

Executive Salaries and Expenses

Management Salaries and Expenses

General Administrative Salaries and Expenses

Office Supplies and Expenses

Outside Services Employed

Property Insurance

Miscellaneous General Expenses

Maintenance of General Plant - Queen St. Facility (water owned)
Maintenance of General Plant - Services Centre/Trbovich Centre

Breakdown of Impact
Reversal of A&G Costs previously charged 100% to Operations

Allocation of Revised A&G Costs to O&M and Capital
(96% O&M and 4% Capital)

Proposed
Percent

15.37%
15.37%
15.37%
15.37%
15.37%
15.37%
15.37%
15.37%
15.37%

18

Proposed
Dollars

T~ 164,793 —

PUC
Services
Costs to be Current Current
Allocated Percent Dollars
185,402 8.82% 16,352
238,430 8.82% 21,029
660,921 8.82% 58,293
416,726 8.82% 36,755
71,376 8.82% 6,295
43,469 8.82% 3,834
7,533 8.82% 664
269,611 8.82% 23,780
622,459 8.82% 54,901
2,515,928 221,905
Total Dollar Impact
OM&A Capital Total
(221,905) (221,905)
371,230 15,468 386,698
149,325 15,468 164,793
Increase Increase Increase
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Appendix G
Analysis of Asset Ccharge

Electric Electric Water Water Services Services Services Services Telecom Telecom [Energies Energies
Capital Expense Capital Expense Capital Admn Expense Third Party |Capital Expense |Capital Expense TOTAL
In 2006 allocated $ 120,12357 [ $ 286,015.24 [ $ 21,995.63 | $ 291,585.52 [ $ 6,386.79 $ 70,793.36 $ 322.46 $ 797,222.57
If using Vehicle hours & General Allocations veh hr $ 24154177 [$ 198,279.47 | $ 47,482.07 | $ 200,917.08 [ $ 11,388.10 | $17,201.18 [ $ 5992.35 | $ 71570.25 | $ 810.00 | $ 41.65|$% 292.23|$ 1,706.42 $ 797,222.57
Gen
Effect of change|Increase to Capital $ 121,418.20 25,486.44 $ 5,001.31 $ 7157025|$ 487.54 $ 292.23
Decrease to Expense $ (87,735.77) $ (90,668.44) (64,801.02)
Increase to Expense $ 17,201.18 $ 41.65 $ 1,706.42
If using DL hours & General Allocations DL hr $ 24487372 $ 201,486.47 | $ 49,689.49 | $ 209,663.45 [ $ 12,179.44 | $ - $ 161.44 | $ 75,651.88 | $ 643.40 | $ = $ 458.83 | $ 2,414.46 $ 797,222.57
Gen
Effect of change|Increase to Capital $ 124,750.15 27,693.86 5,792.65 $ 320.94 $  458.83
Decrease to Expense $ (84,528.77) $ (81,922.07) $ (70,631.93)
ncrease to Expense $ 75,651.88 $ 241446
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[Analysis of Vehicles--Asset charge
Electric Electric Water Water Services Services Services Services Telecom Telecom Energies Energies
Capital Expense Capital Expense Capital Admn Expense Third Party ~ Capital Expense Capital Expense
Method 1
By Trucking hours 27.28% 23.38% 6.44% 27.07% 1.28% 4.13% 1.42% 8.76% 0.12% 0.01% 0.01% 0.10% 100.00%
Method 2
By direct labour 28.08% 24.15% 6.97% 29.17% 1.47% 0% 0.02% 9.74% 0.08% 0% 0.05% 0.27% 100.00%
Total Vehicle depreciation for 2006 $ 416,493.55
Method 1
$ by trucking hours $ 113,619.44 $ 97,376.19 $ 26,822.18 $112,744.80 $5331.12[F  17,001.18]$ 5914.21 $ 36484.83 $ 499.79 $ 4165 $ 4165 $ 41649 $ 416,49355
Allocate Servcies admn $17,201.18 $ 3,18222 $ 469592 $ 77405 $ 514315 $ 172.01 $ (17,201.18) $ - $ 314782 $ 5160 $ - $ - $ 3440 $ (0.00)
$ 116,801.66 $102,072.12 $ 27,596.24 $117,887.96 $ 5503.13 $ - $ 591421 $ 3963265 $ 55140 $ 41.65 $ 4165 $ 450.90 $ 416,493.55
Method 2
$ by direct lab hours $ 116,951.39 $100,583.19 $ 29,029.60 $121,491.17 $ 6,122.46 $ = $ 83.30 $ 40,566.47 $ 33319 $ - $ 20825 $1,12453 $ 416,493.55
Electric Electric Water Water Services Services Services Services Telecom Telecom Energies Energies
Capital Expense Capital Expense Capital Admn Expense Third Party  Capital Expense Capital Expense
Other Services assets 2006 depreciation Allocator
Major tools & Equipment (Electric) $ 79,909.20 Line dept DL $ 4193369 $ 2856156 $ 770 $ 151.20 $ 1,672.84 $ 1926 $ 694176 $ 7512 $ - $ 9342 $ 45264 $ 79,909.20
Major tools & Equipment (Water) $ 5,370.69 Water Dept DL $ 2337 $ 4206 $ 861.15 $ 4,440.03 $ 4.09 $ 5,370.69
[Communications Equipment $ 26,433.34 Pooled % $ 742248 $ 6,38365 $ 184240 $ 7,71061 $ 38857 $ - $ 529 $ 257461 $ 2115 $ - $ 1322 $ 7137 $ 26,433.34
Radio /Pager equipment (Water) $ 948.43 Water Dept DL $ 413 $ 743 $ 152.07 $ 784.08 $ 0.72 $ 948.43
System Supervisory $ 1,031.92 Pooled % $ 289.76 $ 24921 $ 7192 $ 301.01 $ 1517 $ - $ 021 $ 10051 $ 083 $ - $ 052 $ 279 $ 1,031.92
General Office Equipment (Electric)  $ 17,607.19 Line dept DL $ 9,239.67 $ 6,29325 $ 170 $ 3332 $ 36859 $ 424 $ 152955 $ 1655 $ - $ 2058 $ 9973 $ 17,607.19
General Office Equipment (Water)  $ 3,726.66 Water Dept DL $ 1622 $ 29.18 $ 597.54 $ 3,080.88 $ 2.84 $ 3,726.66
[Computer Hardware $ 104,002.38 Pooled % $ 2920387 $ 2511657 $ 7,248.97 $ 30,337.49 $ 152883 $ - $ 2080 $ 10,129.83 $ 8320 $ - $ 5200 $ 28081 $ 104,002.38
[Computer Software $ 71,468.76 Pooled % $ 20,06843 $ 17,259.71 $ 4,981.37 $ 20,847.44 $ 1,050.59 $ - $ 1429 $ 696106 $ 57.18 $ - $ 3573 $ 19297 $ 71,468.76
Stores equipment $ 20,907.41 Pooled % $ 587080 $ 5049.14 $ 145725 $ 6,09869 $ 30734 $ - $ 418 $ 203638 $ 1673 $ ° $ 1045 $ 5645 $ 20,907.41
Service Centre $ 49,323.04 Pooled % $ 1384991 $ 1191151 $ 343782 $ 1438753 $ 72505 $ - $ 986 $ 480406 $ 3946 $ - $ 2466 $ 13317 $ 49,323.04
$ 380,729.02 TOTAL $ 127,922.33 $100,903.28 $ 20,659.89 $ 88,172.28 $ 6,056.99 $ - $ 7814 $ 3508541 $ 31020 $ - $ 25058 $1,289.92 $ 380,729.02
Total depreciation in Services to be allocated in 2006
Vehicles $ 416,493.55
Other assets (above) $ 380,729.02
$ 797,222.57
In 2006 the asset charge was allocated as follows:
First
Distribution (expense) 51.69% $ 412,084.35
Water (expense) 39.43% $ 314,344.86
Servcies (expense) 8.88%_$ 70,793.36
$ 797,222.57
Then re-distributed to capital and the final result was:
Electric capital $ 120,123.57 15.07%
Electric expense $ 286,015.24 35.88%
Water capital $ 21,995.63 2.76%
Water expense $ 291,585.52 36.58%
Services capital $ 6,386.79 0.80%
Services expense $ 70,793.36 8.88%
Telecom capital $ 322.46 0.04%
Telecom expense $ -
Energies capital $ -
Energies expense $ E
$ 797,222.57 100.00%
RDI Consulting Inc. September 2007
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Appendix H
Analysis of Rate of Return Calculation
Electric Electric Water Water Services Services Services Services Telecom Telecom |Energies Energies
Capital Expense Capital Expense Capital Admn Expense Third Part Capital Expense |Capital Expense TOTAL
In 2006 allocated $ - $ $ - $ - $ - 0'$ o[ $ 1) 0 [3) $ -
[
If using Vehicle hours & General Allocations $ 141,508.31 | $ 119,11981 | $ 27,268.65 | $ 108,616.47 [ $ 6,81755[$ 4,02445|$ 217039 |$  38,622.48 | $ 27781 [($ 305[$ 200.08 | $ 1,204.01 $ 449,833.05
Effect of change|Increase to Capital $ 141,508.31 27,268.65 6,817.55 $ 3862248 | $ 277.81 $  200.08
Increase to Expense $ 119,119.81 $ 108,616.47 $ 2,170.39
Increase to Expense $ 4,024.45 $ 3.05 $ 1,204.01
If using DL hours & General Allocations $ 138,803.07 | $ 11385431 ] $ 2787227 $ 117,823.89 [ $ 687833 [$ - $ 90.99|$ 4251573 |$ 36255 [ $ - $ 26097 |$ 1370.92 $ 449,833.05
Effect of change|[Increase to Capital $ 138,803.07 $ 27,872.27 6,878.33 $ 362.55 $  260.97
Increase to Expense $ 113,854.31 $ 117,823.89 $ 90.99
Increase to Expense $ 4251573 $ 1,370.92

If using Vehicle hours & General Allocations

Total rate of return
Less: Services keeps

If using DL hours & General Allocations
Total rate of return
Less: Services keeps

Additional revenue to Services

$ 449,833.05
$ 44,817.32

S 405,015.73

$ 449,833.05
$ 42,606.72

$ 407,226.33

RDI Consulting Inc.

September 2007
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[Analysis of Vehicles--Rate of retum on assets

Electric Electric Water Water Services Services Services  Services Telecom Telecom Energies Energies
Capital Expense Capital Expense Capital Admn Expense  Third Party Capital  Expense Capital Expense
%g hours 29.81% 27.52% 6.58% 23.28% 1.43% 1.35% 7.25%  003% 000200%  0.01%  0.16% 100.00%
Method 2
By direct labour 28.08% 24.15% 6.97% 29.17% 1.47% 0.02% 9.74%  0.08% 0%  0.05%  0.27% 100.00%
INBV of vehicles Jan 12006 $  20309573.25
[Apply rate of retumn @ 7.67% $  156435.27
Method 1
5 by trucking hours $ 4663226 $ 4304462 $ 1020092 § 3642475 $ 223881 $ 211068 $ 1134355 $ 4040 § 305 $ 17.32 $ 25546 $ 156,435.27
[Allocate Servcies admn $17,201.18 $ 74452 $ 1,09867 S 18110 § 120331 4024 S (4024.45) $ - s 73647 $ 1207 $ - $ - $ 805 § (0.00)
$ 4737678 § 4414329 § 1048102 $ 3762806 $ 227905 § $ 211068 $ 1208002 $ 5247 § 305 $ 17.32 $ 26351 $ 156,435.27
Method 2
5 by direct lab hours $ 4392702 $ 3777912 § 1090354 $ 4563217 $ 229960 $ $ 3129 § 1523680 $12515 $ - § 7822 $ 42238 S 156,435.27
Electric Electric Water Water Services Services Services  Services Telecom Telecom Energies Energies
7.67% Capital Expense Capital Expense Capital Admn Expense  Third Party Capital  Expense Capital Expense
Other Services assets Opening NBV Jan 12006 Rate of return Allocator
Major tools & Equipment (Electric) ~ $ 506,185.69 $ 38,824.44 Line dept DL $ 2037378 $ 1387683 § 374§ 7346 $ 812.76 $ 936 $ 337270 $ 3650 $ - $ 4539 $ 21992 38,824.44
Major tools & Equipment (Water)  $ 32,650.05 $ 2,504.95 Water Dept DL $ 1090 $ 1962 $ 40165 $ 207088 $ 191 $ 25504.95
(Communications Equipment s 212,45401 $ 16,295.22 Pooled % $ 457570 $ 393530 $ 113578 $ 475332 § 239054 $ s 326 $ 158715 $ 1304 $ - $ 815 $ 4400 $ 16,295.22
Radio /Pager equipment (Water) ~ $ 242508 $ 186,00 Water Dept DL $ 081§ 146 S 2082 $ 153.77 $ 0.14 s 186.00
System Supervisory $ 927951 $ 711.74 Pooled % $ 19986 17188 4961 20761 $ 1046 $ s 014 $ 6932 § 057 $ - $ 036 $ 192 $ 71174
General Office Equipment (Electric)  $ 264,564.70 $ 20,292.11 Line dept DL $ 1064863 $ 725291 $ 196 $ 3840 § 424.80 $ 489 $ 176279 $ 1908 $ - $ 2372 $ 11494 $ 20,202.11
General Office Equipment (Water) ~ $ 56,057.06 $ 4,299.58 Water Dept DL $ 1871 $ 3367 § 689.40 $ 355452 $ 328 $ 4,299.58
Computer Hardware s 530,43413 $ 40,684.30 Pooled % $ 1142415 $ 982526 $ 283570 $  11,867.61 $ 598.06 $ $ 814 $ 396265 $ 3255 $ - § 2034 $ 10985 40,684.30
Computer Software $ 163,22226 $ 12519.15 Pooled % $ 351538 $ 302337 $ 87258 $ 365184 $ 184.03 § s 250 $ 121936 $ 1002 $ - $ 626 $ 3380 $ 12,519.15
Stores equipment $ 22579074 $ 17,318.15 Pooled % $ 486294 S 418233 $ 120708 $ 505170 $ 25458 $ s 346 $ 168679 $ 1385 $ - $ 866 $ 4676 $ 17,318.15
Service Centre s 1822,19217_$ 139,762.14 Pooled % $ 3924521 $ 3375256 974142 $ 4076862 $  2,05450 $ $ 2795 § 1361283 $11181 § - $ 69.88 $ 37736 § 139,762.14
$ 3,825264.40 $ 293,397.78 TOTAL $ 9487605 $ 7607519 $ 1696873 $ 7219172 $ 457874 $ $ 5071 § 2727893 $237.41 $ -  $18276 $ 94855 $ 293,397.78

RDI Consulting Inc.
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Water Capital

Water Operating & Mtce

PUC Distribution- Capital & CDM

PUC Distribution Operating & Mtce

PUC Services - Capital

PUC Servcies Operating & Mtce

PUC Services - Contract Work

Telecom Operating & Mtce

PUC Telecom capital

PUC Energies Capital

PUC Energies Operating & Mtce

Appendix |
PUC Labour Hours Summary

Mgt Customer Customer Externally
Direct Labour Service Service Contracted
Labour (Indirect) Direct Allocated Services
6,802.50 2,646.00 21,166.00
44,876.75 10,049.80 257.00 9,082.20 6,991.00
27,613.00 5,024.97 2,350.00
41,035.75 6,026.80 1,869.50 11,625.05 16,160.00
1,489.00 109.00
74.50
27,476.00 6,643.44 3,374.00
73.00 293.80 711.00
377.00 246.00
71.50 -
300.50 61.10 -

Total

30,614.50

71,256.75

34,987.97

76,717.10

1,598.00

74.50

37,493.44

1,077.80

623.00

71.50

361.60

Work
Activity
%
12.01%
27.96%
13.73%
30.10%
0.63%
0.03%
14.71%
0.42%
0.24%

0.03%

0.14%

o&M/ Total
Capital Business
Split %
30%
39.97%
70%
31%
43.83%
69%
4%
15.37%
96%
63%
0.67%
37%
17%
0.17%
83%

150,189.50

30,745.91

2,126.50 20,707.25 51,107.00

254,876.16 100%

RDI Consulting Inc.
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Current Allocation Factors (Services Costs Not Able To Be Directly Charged)

Appendix J

Allocation Basis

PUC
Distribution
Inc. Water Telecom Energies Services Total
USOA
Account Account Description

Customer Service Accounts
5310 Meter Reading 63.00% 37.00% 100%
5315 Billing 56.14% 43.86% 100%
5320 Collections 56.14% 43.86% 100%
5321 Collections Arrears (Bad Debts) 56.14% 43.86% 100%
5325 Collecting - Cash Over/Short 56.14% 43.86% 100%
5405 Community Relations Supervision (Call Centre) 56.14% 43.86% 100%
5410 Community Relations (Call Centre) 56.14% 43.86% 100%

Administration and General Accounts
5605 Executive Salaries and Expenses 51.39% 39.20% 0.59% 0.00% 8.82% 100%
5610 Management Salaries and Expenses 51.39% 39.20% 0.59% 0.00% 8.82% 100%
5615 General Administrative Salaries and Expenses 51.39% 39.20% 0.59% 0.00% 8.82% 100%
5620 Office Supplies and Expenses 51.39% 39.20% 0.59% 0.00% 8.82% 100%
5630 Outside Services Employed 51.39% 39.20% 0.59% 0.00% 8.82% 100%
5635 Property Insurance 51.39% 39.20% 0.59% 0.00% 8.82% 100%
5645 Pensions and Benefits 51.39% 39.20% 0.59% 0.00% 8.82% 100%
5655 Regulatory Expenses 51.39% 39.20% 0.59% 0.00% 8.82% 100%
5665 Miscellaneous General Expenses 51.39% 39.20% 0.59% 0.00% 8.82% 100%
5675 Maintenance of General Plant 51.70% 39.43% 0.00% 0.00% 8.82% 100%

RDI Consulting Inc. September 2007

Relative number of meters

Relative number of customers
Relative number of customers
Relative number of customers
Relative number of customers
Relative number of customers
Relative number of customers

Relative FTEs identified by business
Relative FTEs identified by business
Relative FTEs identified by business
Relative FTEs identified by business
Relative FTEs identified by business
Relative FTEs identified by business
Relative FTEs identified by business
Relative FTEs identified by business
Relative FTEs identified by business

Relative FTEs identified by business
modified by removing Telecom as
they do not use any of the facilites
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Appendix K
Proposed Allocation Factors (Services Costs Not Able To Be Directly Charged)

PUC
Distn.
Inc. Water Telecom Energies Services Total Allocation Basis
USOA
Account Account Description
Customer Service Accounts

5310 Meter Reading 57.48% 42.52% 100% Option 1 - Relative number of meter reads per 2006 contractor billings

56.00% 44.00% Option 2 - Relative number of customers at December 31, 2006
5315 Billing 56.00% 44.00% 100% Relative number of customers at December 31, 2006
5320 Collections 56.00% 44.00% 100% Relative number of customers at December 31, 2006
5321 Collections Arrears (Bad Debts) 74.00% 26.00% 100% Option 1 - Relative bad debt expense (3 yr average)

56.00% 44.00% Option 2 - Relative number of customers at December 31, 2006
5325 Collecting - Cash Over/Short 56.00% 44.00% 100% Relative number of customers at December 31, 2006
5405 Community Relations Supervision (Ce 56.00% 44.00% 100% Relative number of customers at December 31, 2006
5410 Community Relations (Call Centre) 56.00% 44.00% 100% Relative number of customers at December 31, 2006

Administration and General Accounts

5605 Executive Salaries and Expenses 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours
5610 Management Salaries and Expenses 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours
5615 General Administrative Salaries and E  43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours
5620 Office Supplies and Expenses 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours
5630 Outside Services Employed 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours
5635 Property Insurance 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours
5645 Pensions and Benefits 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours
5655 Regulatory Expenses 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours
5665 Miscellaneous General Expenses 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours
5675 Maintenance of General Plant 43.83% 39.97% 0.67% 0.17% 15.37% 100% Relative Work Effort Identified By Labour Hours

RDI Consulting Inc. September 2007



Appendix L
PUC Distribution Inc.
Administrative and General Costs Excluded From Allocation to Capital

Account # Description 2006 Actual 2006 exclusions.
01.5605.1000.01.0003 Adm & Gen Exec Indir Lab $  53859.80 $ -
01.5605.1000.01.0004 Admin & Gen Exec Lab OH $ 1192580 $ -
01.5605.1000.04.0110 Admin & Gen Exec Registrt $ 2,065.00 $ 2,065.00
01.5605.1000.04.0111 Admin & Gen Exec Transpor $ 464111 $ 464111
01.5605.1000.04.0112 Admin & Gen Exec Meals $ 40726 $ 407.26
01.5605.1000.04.0113 Admin & Gen Exec Accomodt $ 92088 $ 920.88
01.5605.1000.04.0999 Admin & Gen Exec Misc $ (69.00) $ (69.00)
01.5605.1049.04.0111 Admin & Gen Exec Travel $ 1844.00 $ 1,844.00
01.5605.1100.01.0005 Board Salaries $ 115833 § -
01.5605.2000.04.0110 Admn & Gen Exec Regist $ 62500 $ 625.00
01.5605.2000.04.0111 Admin & Gen Exec Travel $ 3271 8 32.71
01.5610.2200.04.0112 Adm Mgmt Sal/Exp Meals $ 3876 $ 38.76
01.5610.3000.01.0003 Adm Mgmt Salary Indir Lab $ 5650 $ 56.50
01.5610.3000.01.0004 Admin Mgmt Salary Lab OH B 1251 $ 1251
01.5610.3000.04.0999 Adm Mgmt Sal/Exp Misc B 1000 $ 10.00
01.5610.4000.04.0111 Admn Mgmt Sal Travel $ 617.06 $ 617.06
01.5610.4044.04.0110 Adm Mgmt Sal/Exp Registrt s 31300 $ 313.00
01.5610.5000.04.0111 Adm Mgmt Sal/Exp Travel $ 133008 1,330.08
01.5610.5000.04.0112 Adm Mgmt Sal/Exp Meals $ 7451 $ 7451
01.5610.5044.04.0110 Adm Mgmt Sal/Exp Registrt B 25000 $ 250.00
01.5610.5144.04.0112 Adm Mgmt Sal/Exp Meals $ 3062 $ 39.62
01.5610.5144.04.0113 Adm Mgmt Accommodations s 46358 S 463.58
01.5615.1000.01.0003 Adm Gen Sal/Exp Indir Lab $ 2373428 S
01.5615.1000.01.0004 Admin Gen Sal/Exp Lab OH $ 525536 -
01.5615.4100.01.0002 Admin Gen Salary Lab OH $ 1885154 $ 18,851.54
01.5620.4100.04.0175 Adm Office Bank Charges $ 3750000 $ 37,500.00
01.5620.4100.04.0999 Admin Office Misc s (1351.78)

01.5630.1000.04.0111 Admin Outside Serv Travel B 2649 S 26.49
01.5630.1000.04.0112 Admin Outside Serv Meals B 1723 $ 17.23
01.5630.1000.04.0113 Admin O/S Serv Accomodatn B 36868 $ 368.68
01.5630.1000.04.0405 Admin O/S Serv Legal Fees B 87500 $ 875.00
01.5630.1000.04.0410 Admin O/S Serv Consulting $ 2405000 S 24,050.00
01.5630.1000.04.0999 Admin Outside Serv Misc B 453.07

01.5630.4000.04.0410 Admin O/S Tax Consult B 5,920.00

01.5630.4000.04.0405 Admin O/S Serv Legal Fees $ 6848558 S 68,485.58
01.5630.4100.04.0999 Adm Outside Serv Misc B 1,150.00

01.5630.5000.04.0410 Admin O/S Serv Consulting B 800.00

01.5630.5100.04.0405 Adm OFS Serv Legal Fees s 235.00

01.5635.3400.04.0600 Admin Property Insurance $ 5171149 S 51,711.49
01.5655.1000.04.0111 Adm Regulatory Exp Travel B 618.00

01.5655.1000.04.0999 Admin Regulatory Expenses $  60364.25

01.5655.2100.01.0001 Adm Regulatory Ex Dir Lab B 1,085.84

01.5655.2100.01.0002 Adm Regulatory Exp Lab OH B 433.41

01.5655.2100.03.0001 Adm Regulatory Exp Truck B 70.81

01.5655.3098.04.0410 Admin Reg Exp Consulting B 7.861.88 $ 7,861.88
01.5655.3400.04.0105 Adm Regulatory Stationary B 1,507.68

01.5655.3400.04.0260 Adm Regulatory Sault Star B 2,493.30

01.5655.3400.04.0263 Adm Regulatory Alrick B 722.10

01.5655.4000.04.0111 Admn regulatory Travel B 707.73

01.5655.4000.04.0405 Adm Regulatory Legal B 1,320.01

01.5655.4000.04.0410 Adm Regulatory Consulting B 5,500.00

01.5655.4000.04.0999 Adm Regulatory Misc B 5646.78 S 1,000.00
01.5655.5100.01.0001 Adm Regulatory Ex Dir Lab B 431.65

01.5655.5100.01.0002 Adm Regulatory Exp Lab OH s 178

01.5665.1000.04.0330 Adm Misc Indust Assn Dues $ 440000

01.5665.3100.01.0003 Adm Mis Gen Exp Indir Lab B 9164.03 $ 9,164.03
01.5665.3100.01.0004 Admin Misc Gen Exp Lab OH B 202915 2,020.15
01.5665.4000.01.0003 Adm Mis Gen Exp Indir Lab S 92,774.68

01.5665.4000.01.0004 Admin Misc Gen Exp Lab OH $ 2054251

01.5665.5100.04.0321 Admin Misc Exp Co Mmbrshp $ 5,000.00

s seLoma0s
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Appendix M
Summary of Costing Changes

LD Water Telecom Energies
Operating , Maintenance and Administration Expenses
Change in Allocation of Customer Service Costs and A&G Costs (Appendices B to F) (524,333) (294,847) 1,039 3,550
Change in Allocation of Existing Asset Charge ( no rate of return) - Appendix G
Option 1 - Vehicle hrs for vehicles and general allocations (direct labour hours) for other assets (87,736) (90,668) 42 1,706
Option 2 - Direct Labour hrs for vehicles and general allocations (direct labour hours) for other assets (84,529) (81,922) 2,414
Introduction of Rate of Return in Allocation of Asset Charge - Appendix H
Option 1 - Vehicle hrs for vehicles and general allocations (direct labour hours) for other assets 119,120 108,616 3 1,204
Option 2 - Direct Labour hrs for vehicles and general allocations (direct labour hours) for other assets 113,854 117,824 1,371
Revenue Increase to Services - Rate of Return Charge
Eligible Directly Charged Administrative and General Expenses Allocated to Capital
(LDC - gross expenditures of $581,074 less excluded expenses of $235,614 (per Appendix L) X 31% (107,093) (38,963) (22,335) (1,136)
(other businesses - direct A&G expenses X capital proportion per Appendix I)
Total - Option 1 (600,042) (315,862) (21,251) 5,324
Total - Option 2 (602,101) (297,908) (21,296) 6,199
Capital Expenses
Change in Allocation of A&G Costs (Appendices B to F) 341,847 301,685 6,237 727
Change in Allocation of Existing Asset Charge ( no rate of return) - Appendix G
Option 1 - Vehicle hrs for vehicles and general allocations (direct labour hours) for other assets 121,418 25,486 488 292
Option 2 - Direct Labour hrs for vehicles and general allocations (direct labour hours) for other assets 124,750 27,694 321 459
Introduction of Rate of Return in Allocation of Asset Charge - Appendix H
Option 1 - Vehicle hrs for vehicles and general allocations (direct labour hours) for other assets 141,508 27,269 278 200
Option 2 - Direct Labour hrs for vehicles and general allocations (direct labour hours) for other assets 138,803 27,872 363 261
LDC - Eligible Directly Charged Administrative and General Expenses Allocated to Capital 107,093 38,963 22,335 1,136
(gross expenditures of $581,074 less excluded expenses of $235,614 (per Appendix L) X 31%
(other businesses - direct A&G expenses X capital proportion per Appendix I)
Total - Option 1 711,866 393,403 29,338 2,355
Total - Option 2 712,493 396,214 29,256 2,583
RDI Consulting Inc. September 2007
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Services

149,325

(47,600)
5,020

44,816
42,607

(449,833)

(303,292)

(252,881)

15,468

76,571
5,793

6,818
6,878

98,857

28,139



Appendix G — Succession Plan



"" ! ”~
(o0 & [-SEc-/o ¢

F A
RS
i ‘-f_-" S
R
i ‘5-' -. i
i
s &
%1 ||'.
L LS
i
e
%
)
k't‘)‘“

SERVICES

WORKFORCE &
SUCCESSION
PLAN
2012-2017

CONFIDENTIAL

JANUARY 2012
LORRI KENNIS



INTRODUCTION

The Electricity Sector Council’s "Power in Motion" 2011 Labour Market Information
(LMI) Study revealed that 45,000 new skilled workers will be needed over the next
five years in the utility sector. There are tens of thousands of skilled and soon-to-be
skilled workers this industry must hire to continue delivering reliable electricity to
Canadian homes and businesses to meet the Canadian economy’s energy needs.
These workers will be refurbishing the aging Legacy infrastructure, building and
operating the Next Generation infrastructure, enabling the transition to renewable
resources, and replacing a rising wave of experienced retirees. With expected
investments of almost $300 billion over the next 20 vyears, this massive
transformation is already gaining momentum. It is creating unprecedented labour
demands, just when Canada has a limited skilled labour supply. These conditions
create the most severe skills shortages and labour market chalienges that the
industry may have ever faced. Projections from 2011 to 2016 focus on the need to
attract new workers, immigrants and workers from other industries. Employers are
pursuing workers such as engineers, technicians and technologists, and skilled trades
with five or more years of experience. Electricity and renewable sector employers
looking for these candidates will face stiff competition. These are some of the
findings emerging from ESC's 2011 Labour Market Information Study.

The latest statistics indicate that Canada’s aging workforce will pose significant
issues for the utility industry. Retirements consisting of over 34.2% of the workforce
are anticipated between 2011 and 2016. Competition from other industries, coupled
with an aging infrastructure and the need to build new facilities makes it imperative
that utilities such as the PUC ensure that plans are in place to facilitate an adequate
supply of workers,

Further, in an attempt to address the increasing demands created by deregulation
and continually increasing regulatory requirements in both the electric and water
side of our business as well as to overcome the threat of an insufficient supply of
workers to meet growing demand within the utility sector, our organization will need
to retain mature workers while recruiting, integrating and developing younger
generations of workers to acquire the skills necessary to compete. Part of the
challenge involves ensuring that the various generations work together effectively.
The Workforce & Succession Plan forms a vital part of the PUC Services Inc. Strategic
Business Plan and is aligned with the company’s vision, mission and core values.
Through workforce and succession planning, the organization can ensure it has the
human resources necessary for sustained organizational performance and growth as
well as deliver on the Strategic Business Plan. The guiding principle continues to be
a commitment to support and encourage the training and development of employee
talent within the organization, whereby there is fair and equitable access to job
opportunities, career development and promotion, whenever possible.

Proactive initiatives in staffing and succession planning continue to be undertaken to
prepare for impending retirements and skill shortages within various departments.
These efforts have been successful during the past few years and accordingly, we
will continue to build and expand on these. This Workforce & Succession Plan is
designed to provide an overall plan for PUC Services Inc. to transfer the knowledge
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and skills of our experienced, mature employees to new hires, as well as develop
strategies to attract and retain professional staff within an increasingly tight labour
market. To achieve these objectives, the Plan is up-dated annually to document
both succession and workforce planning initiatives.

HISTORICAL DATA

Historically, the PUC has experienced fluctuations in staffing both through downsizing
and expansion. In 1990, total staffing was 127. However, two subsequent
downsizings during the 1990s resulted in a staff reduction of 15% from 127 to 105
staff. This first downsizing in 1993/94 was attributed to the Ontario Government’s
Social Contract Act and the second in 1998 as a pre-emptive move to gain cost
efficiencies before entering into a deregulated market.

However, staffing levels began to increase again in 2003 when 12 positions were
added with the absorption of the OCWA, Environmental Operations. Subsequently,
there has been a steady increase in staffing to address the PUC’s business expansion
and growth, regulatory obligations, succession planning and operational
requirements. Staffing levels have fluctuated over the years as follows:

YEAR 1990 | 2002 | 2004 | 2006 2008 | 2009 2010 | 2011
MANAGEMENT 23 26 28 32 33 34 38
INSIDE 36 36 41 44 41 45 47
OUTSIDE 51 62 67 82 87 a7 94
TOTAL 127 110 124 136 158 161 166 179

The greatest increase in staffing has been in the outside workers group which consists
of the lines, , water treatment, waste water, water distribution and stations, metering
& fleet departments. The management and inside group, which reflects the
administrative, customer service and financial side of our operations has increased
slightly over the past five years.
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2012 BUDGET STAFFING PLAN

For 2012, with the new budget approvals, it is anticipated that the total staffing for
PUC Services Inc., will increase to 185 employees, consisting of 41 management/non-
union staff and 144 unionized employees. The staff to management ratio will remain
3.5t 1,

The management group can be broken into three classifications as follows: 30
managerial or supervisory staff, 9 professional staff and 2 Administrative staff. The
management group will be increased with the addition of 1 supervisory position,
Billing Supervisor & Systems Analyst and one new professional position, Smart
Systems Analyst. Further, as a succession plan, an additional Accounting Supervisor
may be hired to provide a training opportunity in anticipation of the retirement of the
Supervisor, Finance.

The unionized staffing will increase with the addition of a Work Planner, Lines, an
Electrical Engineering Technician and a SCADA System Integrator. The 144 unionized
employees are allocated by departments in the following job ciassifications:

DEPARTMENT # of |JOB CLASSICIATIONS
STAFF
Corporate Services 3 Maintenance
4 1 Technical Support Electrician
Customer Services 5 Customer Service Clerks
7 1 Senior C/S Clerk
1 Customer Service Support Clerk
Billing/Data 1 Senior Billing & Processing Clerk
7 1 Billing & Processing Clerk
3 Data Processing Input Clerk
2 Mailroom Services
Engineering 8 Engineering Technicians (Electric)
14 3 Engineering Technicians (Water)
1 Office Assistant
2 GIS & Records Technician
Environmental 1 Laboratory Technician
Operations 1 Lead Hand, Operations & Maintenance
13 5 Environmental Operator
2 Maintenance Mechanic I
i Maintenance Mechanic Ii
1 Lead Hand Environmental Operators
2 Instrumentation & Maintenance Electrician
Finance 2 Collection Clerk
10 1 Senior Clerk Cash/Collections
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Cashier

Accounting Clerk
Payroll Records Clerk
General Ledger Clerk
Cost Clerk

Accounts Payable Clerk

Lines
29

Powerline Technicians

Lead Hand Powerline Technicians
Work Planner

Forestry Technician

General /Operations
2

Office Assistant/Dispatcher
Office Assistant - Operations

Purchasing
3

Issuing & Receiving Clerk
Office Assistant - Purchasing

Stations, Metering &
Fleet

15
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Electric System Operator
Lead Hand Metering

Meter Service - Large Repair
Meter Service Person
Polyphase Technician

Lead Hand Fleet Maintenance
Lead Hand Stations
Substation Electrician
Mechanic

Field Services
3

Ll A

Field Service Representatives
Field Service Administration Rep

Water Distribution
16

Lol T R S I % R N Y

Truck Driver

Vacuum Truck Driver

tabourer

Machine Operator WD Operation
Pipefitter WD Operation

Lead Hand Water Distribution
Work Planner

Water Treatment Plant
21

N T T

WTP Operators, includes Blind River- 2
Lead Hand Plant Operator

Instrument Technician

SCADA System Integrator

Office Assistant

Water Treatment Sampler

Maintenance Mechanic
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EDUCATIONAL REQUIREMENTS

When there is a substantial investment in human capital required, this typically
means that the workers have a life-long career in the electricity industry, and these
workers possess a tremendous amount of corporate memory and experience.
Workers in our industry have, on average, a higher level of education than workers
in many other industries. Recent studies indicate that 78 per cent of electricity
workers have a post-secondary degree, diploma, or certificate, compared to 58 per
cent for all industries. Processes have been put in place to ensure that this high
standard of knowledge and skill is passed onto to the next generation of workers,
The majority of our technical/trade and semi-skilled positions require post-secondary
education. In addition to educational requirements, the employees in the trade
disciplines generally require five or more years to complete their apprenticeship and
become proficient at their job. Therefore, retirement poses a significant loss of
productivity and a performance risk, as replacement of these skills cannot be
achieved in the immediate future. In addition, with the continuous expansion of
regulatory requirements and standards as well as significant enhancements in
environmental and health and safety standards, it has become incumbent on the
company to ensure that its workforce is trained to safely, efficiently and effectively
operate our facilities and perform work. The PUC has maintained a strong stance on
ensuring that recruitment of qualified applicants is maintained even though it has
resulted in labour relations issues and grievances.

Although local community colleges provide the educational requirements necessary
for most of our staffing requirements, it is the on-the-job training and knowledge
that creates our skills shortage. To avoid the loss of years of experience in our
current workforce through impending retirements of our aging staff, the need for
additional replacement staff has been acknowledged and monies included in the
budget in anticipation of this outcome. In addition, training has become a key
method of ensuring competency. Without these succession planning initiatives, years
of valuable experience and knowledge would be lost with impending retirements.

AGE DEMOGRAPHICS

The chart below indicates the average age of staff by department. It is apparent
through the demographics that we have an aging workforce, particularly in our
management group, which presents leadership concerns as these baby boomers near
retirement age. Commencing in 2012, the average age for our total workforce is
44.7, which has remained relatively consistent over the past three years, hovering
just under age 45. At the management level, the average age has reduced slightly
from 50.7 in 2011 to 50.3 in 2012, which is still up from 2010 when it was 49. The
average age of our union staff commencing 2012 is 44.2. The additional hiring in
2011 as part of the succession planning process and increases in staffing levels has
allowed us to maintain our average age from continuing to creep up. However, it
should be noted that the average age of our staff is still mid-forties and we will
continue to see an aging workforce similar to our general population. It is
noteworthy that in departments where new staff has been recruited in recent years,
such as the Lines, Marketing/Locates, Finance and Engineering Departments, the
average age is significantly lower than the rest of the company. By 2017, for the
remaining departments, the average age will move into the 50's or older. Although
it is anticipated that staff may work longer, which is the general trend in North
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America due to the world economic downturn, there is still uncertainly whether staff
will retire early or not.

Department | 2012 2013 2014 2015 2016 2017
Senior Management 57.75 58.75 5975 60.75 61.75 62.75
Human Resources 55.0 560 57.0 58.0 59.0 60.0
Corporate Services 585 595 60.5 61.5 62.5 63.5
Customer Service 45.6 46.6 47.6 48.6 49.6 50.6
Engineering ' 43.5 44.5 455 465 47.5 48.5
Environmental Operations | 46.9 479 48.9 49.9 50.9 51.9
Financial Services 41.5 425 435 445 455 46.5
Line Operations 39.9 409 41,9 429 43.9 44.9
“Marketing & Locates 38.0 39.0 40.0 41.0 42.0 43.0
Purchasing & Stores 44.3 45,3 46.3 47.3 48.3 49.3
Stations, Metering & Fleet | 45.9 46,9 47.9 49.9 499  50.9
Water Distribution 46.6 47.6 48.6 49,6 50.6 51.6
Water Treatment 45.1 46.1 47.1 48.1 49.1 50.1

The charts below depict a visual demonstration of our aging workforce broken down
by management staff and then the entire PUC workforce.
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RETIREMENT ACTIVITY

From 2002 - 2011 there was a total of 31 retirements. Between 2007 - 2010, there
was a noticeable increase in the number of retirements from prior years which
averaged approximately two (2) retirements per year. In 2011, however, there was
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a drop in retirement activity with only two retirements, which is the less than the
norm in recent years. In comparison, there were three {3) retirements in 2010, four
(4) retirements in 2009, five (5) retirements in 2008 and six (6) in 2007. To
determine who may be eligible to retire, it is important to look at the number of staff
who will achieve age 55 in the coming year as well as the eariiest age that an
employee can retire under the OMERS Pension without a reduction in pension.

In 2012, 11 staff within the management group will achieve age 55 and although
unlikely to retire as they do not meet the OMERS 85 or 90 factors, technically they
can retire from the PUC. This number will increase substantively by 2017, where 25
out of the 41 staff or 60% of this group will be aged 55 or older.

PUC MANAGEMENT STAFF
Age 55+

| »2012 w2013 =2014 2015 2016 2017
30 4 —- - -

Managermient Personnel

When adding in the unionized workforce, the number of employees age 55 or older is
similarly high with a total of 30 employees. When combined, the total number of
employees aged 55 or older will be 41 in 2012 or 22% of our workforce and that
number will rise to a total of 72 by 2017 or 38% of our workforce. Although we can
anticipate some staff will retire in each of these years, the numbers still demonstrate
a substantive number of staff who can potentially retire.

PUC WORKFORCE
Age 55+
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As indicated earlier and demonstrated in the diagram below, the number of staff by

department with employees age 55 or over continues to grow.

' PUC WORKFORCE by DEPARTMENT
AGE 55 & OVER
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However, to obtain a more accurate picture, the number of staff who are 55 years of
age or more with 30 years of service (no reduction in OMERS pension), as well as
those employees who will achieve a 90 factor which combines age and years of
service (again provides no reduction in OMERS pension) must be calculated. For
2012, there is no impact. However, over the next 5 years by 2017, the retirement
activity will increase substantially as the number of management staff, who meets
the OMERS requirement peaks at 13.

PUC MANAGEMENT
[85/90 Factor]
w2012 02013 ®m2014 02015 m2016 . 2017 |
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Potential Retirements
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In contract, the number of unionized employees who have achieved age 55 with 30
years of service or reach the 90 factor is 9 in 2012. The following departments will
be affected: 3 in Engineering, 1 in Finance, 2 in Lines, 1 in Stations, Metering & Fleet
and 2 in Water Treatment. The chart below depicts the likely retirement activity for
our unionized staff during the next 6 years. It should be noted that the 37 potential
retirements constitutes one quarter of the PUC’s total unionized workforce.,

PUC WORKFORCE
[85/90 Factor]
40 - - L e e — . Cemm e - _37 - 1

29

O

[ 02012 w2013 m2014 w2015 @2016 w2017 |

SUCCESSION PLAN

SENIOR MANAGEMENT LEVEL

Currently, three out of the four senior managers are over the age of 55. Of
particular significance is the potential retirement of the President/CEO, who achieved
age 65 in 2011 as his retirement will have a significant impact on the organization.

Accordingly, the following action plan should be implemented:

1) Discussion at the Board of Director’s level as part of the Strategic Plan/Direction
of the organization, to determine the future recruitment plan for succession of the
President/CEQ position, whether internal or external and associated timelines to
commence the search;

2) Development of a specific Succession Plan for each senior management position
with the potential that one may assume the President/CEO including the following
information: a list of potential candidates for the position, an overall assessment
of the candidate’s performance based on documented and observed information,
an assessment of the candidate’s readiness for the position, and the employee
development plan required to close the gap

3) ldentification and assessment of potential internal candidates. Past performance,
consistent demonstration of results and values, learning potential, innovation and
the candidate’s career interests will be considered in assigning candidates to
succession plans;
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4) Consultation with potential internal, qualified applicants regarding their interest
and commitment, if any, in advancement;

5) Development of education/training plans for any internal candidates who may
wish to compete for the position, inciuding Executive Training Programs, job
shadowing, committee participation, job re-assignments, special projects or
assignments, mentoring, and professional development;

6) Identification of employees with valuable experience and knowledge that could be
utilized in areas beyond their current career path through either lateral
movement or advancement into the senior management level.

MANAGEMENT LEVEL

For the management group, in 2012, eleven (11) staff will be aged S5 or older and
potentially could retire, however, none meet the OMERS requirements. Within the
next five years, by the year 2017, there will be 25 staff within the management
group who are age 55 or over (assuming there are no retirements). Of greatest
significance Is the fact that 15 out of the 25 staff in the management group wili be
eligible to retire by 2017 with the 90 factor or age 55 with 30 years of service. They
include one senior manager, nine managers, four supervisors and one
Administrative staff. The managers include the Manager, Marketing, Manager,
Water Operations, Manager, Line Operations; Manager, Environmental Services;
Manager, Safety & Environment, Manager, Stations, Metering & Fleet, Manager,
Water Distribution, Manager, Human Resources and Manager, Customer Service.
Fortunately, none of the managers meet the eligibility for 2012. We do however,
have four managers who are over age 55 and technically couid retire with a reduced
pension. Those include, the Manager, Environmental Services, Manager, Safety &
Environment, Manger, Water Operations and Manager, Water Treatment. For all of
these positions, there is a Supervisor; however, the Supervisor may not be an
appropriate or viable replacement option. Similarly, for 2012, none of the
supervisors meet the OMERS eligibility. However, one of the supervisors, Mick Wing
is eligible for retirement at the end of 2012 with a January 1, 2013 retirement date.
The total number of Supervisors that are eligible for retirement by 2017 includes:
the Supervisor, Accounting, two Supervisors, Line Operations and the Supervisor,
Customer Service & Billing. Accordingly, succession planning should be considered
particularly in the Finance and Customer Service departments, where there will be a
significant loss of knowledge and skills specific to our industry. With regard to Mick
Wing’'s succession, there is a number of unionized staff that would be qualified as a
replacement as well as the Espanola Lines Supervisor, who has indicated a desire to
return to the Sault. If any of the Managers or Supervisors indicates an intention to
retire in 2012, then recruitment should be commenced as soon a possible to ensure
timely succession. Further, it is recommended that the following be taken into
consideration for action in 2012 and beyond:

1) Discussion at the Senior Management level in collaboration with the
Manager, Human Resources to determine the future recruitment plan for
succession of these positions, whether internal or external and associated
timelines to commence the search;

2} Reorganization of job responsibilities or reporting relationships should be
explored as an opportunity to facilitate changes in the management
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structure as it may be beneficial in preparation for future operational
needs;

3) Identification and assessment of potential internal candidates. Past
performance, consistent demonstration of results and values, learning
potential, innovation and the candidate’s career interests will be considered
in assigning candidates to succession plans;

4) Consuitation with potential internal, qualified applicants regarding their
interest and commitment, if any, in advancement;

5) Development of education/training plans (See Annex A) for any internal
candidates who may wish to compete for the position, including
Executive/Management Development Programs, job shadowing, special
projects or assignments, committee participation, job re-assignments,
mentoring, and professional development;

6) Identification of employees with experience and knowledge that could be
utilized in areas beyond their current career path through either lateral
movement or advancement into the senior management level.

7) Early recruitment of external hires well in advance of impending
retirements to facilitate an orientation and training period to facilitate
knowledge transfer, where no internal qualified candidates are available;

8) Adoption of a Post Retirement Partial Re-employment option, whereby
management employees may be engaged to work in some capacity post
retirement, allowing them flexibility in their work schedule i.e. part-time
mentoring or consulting role but allow the organization to continue
utilizing, particularly during training periods, the wealth of formal and on-
the-job expertise of experienced management staff. There are
tremendous benefits in allowing younger, less experienced workers to
shadow veterans, who have amassed a wealth of knowledge and expertise,
specific to the organization and the industry.

DEPARTMENTAL LEVEL

The following summary reviews each department and provides an action plan to
prepare for future staffing requirements based on our succession planning process
and future operational needs.

Operations and Engineering Division
Engineering

Within the Engineering Department, succession planning has been undertaken during
the past several years for the Engineering Technician positions in anticipation of
impending retirements. Jules Lapierre has been eligible to retire since 2009. leff
Robinson and Harry Vuotilainen are eligible for retirement in 2012 and both have
indicated they will likely retire this year. Since experienced technicians are not
readily available in the local or provincial labour pool, and training and development
to achieve adequate proficiency levels takes three to five years, it has been critical
that the organization carry additional Engineering Technicians in preparation for
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these staff retirements. This has ensured that valuable expertise and knowledge is
not lost. Further, as identified in previous reports, from a staff planning perspective,
PUC Services Inc. faces a long uphili battle to bring capital works and O&M activities
up to the levels required to ensure system integrity and reliability. Increasing the
ongoing level of capital works requires a proportionately increased number of
engineering staff. Consequently, an additional Engineering Technician position was
approved for 2012 and 2013,

In addition, the Engineering Department obtained budget approval to hire a
Protection, Control & Communications (PC&C) Engineer in 2008, as a dedicated
resource to ensure system reliability and minimize power outages. Although we had
successfully recruited a P&C Engineer in 2009, he resigned and we were unabie to
recruit externally a satisfactory replacement. Subsequently, Rob Harten, one of our
Distribution Engineers, Electrical was awarded the position. We have undertaken to
recruit a replacement for Rob. We have not been successful in attracting qualified
applicants to date but have obtained temporary assistance through a contracted
service and will resume efforts to recruit in 2012,

Line Department

There are two potential retirements in 2012 and up to five by 2017 in the Lines area.
Although fully qualified, experienced Powerline Technicians are scarce and
recruitment of staff at the Journeyperson level has been unsuccessful, there is a
solid pool of candidates with Level II apprenticeship training in the labour market.
This is attributed to the increasing number of graduates coming out of the
Community College Powerline Technician Programs. These graduates may not be
journeypersons but have a few years of apprenticeship training which reduces the
amount of apprenticeship time required by PUC,

Currently, we have three apprentices. However, this is down from four in 2011 and
substantially reduced from 2010 when we had nine apprentices. PUC also continues
to participate in the Cambrian College and Conestoga College Powerline Technician
Program which provides us with two four-month Coop Placements a year. This has
become an effective source of recruitment for new apprentices when positions come
available. A Powerline Technician position will be added in 2012 to continue capital
works to address our aging infrastructure. It is not anticipated that recruitment will
be an issue.

Stations, Metering & Fleet Department

There is only one impending retirement anticipated in 2012, Dave Bell, who is an
Electric System Operator. However, this position hoids a great deal of specialized
training. Therefore, a succession plan was approved in 2011, anticipating his
retirement and Phil Johnson was hired to train under Dave Bell until his retirement.

With regard to the implementation of Smart Meters, as required under provincial
regulation, it is anticipated that staffing levels within the Metering area may be
impacted. It is unknown at this point what the net effect will be. However, it is
noted the impact will be on the Meter Service Person positions, Randy Kahtava’s
position was not filled following his retirement. In addition, a new position will be
recruited in 2012, Smart Meter Analyst to analyze the data and meet regulatory
requirements associated with Smart Meters. This position will be posted as non-
union but may be pursued by the Union as a bargaining unit position.
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Environmental Operations

At this time, there are no impending retirements within Environmental Operations
since no one meets the OMERS requirements. There is, however one employee,
Rudy Becker who is over age 55. In addition, by 2017, there will be 5 employees
who are age 55 or over. Recruitment has not been an issue for this department. It
should be noted that the Manager, Environmental Operations is over age 55 but does
not meet the OMERS requirement until 2016. There is a Supervisor who may satisfy
the succession,

Water Distribution

In Water Distribution, there are four employees in the department who are age 55 or
older in 2012. Also, there are four potential retirements by 2017. Again, these
positions are not anticipated to create future succession issues as staff can be hired
and trained for replacement. A conscious effort has been made in 2011 to hire
replacement staff with a higher educational level, which includes community college.
This will improve the quality of candidates available for future succession as lead
hand and management staff retires. Therefore, it is not expected to pose a
recruitment or succession problem. It should be noted that the Manager, Water
Distribution is over age 55 but does not meet the OMERS requirement until 2014,
There is a Supervisor who could satisfy the succession.

Water Treatment Department

Within the Water Treatment Department, there are six employees in the department
who are 55 or older in 2012, Aiso, there are five potential retirements by 2017.
Again, these positions are not anticipated to create future succession issues as staff
can be hired and trained for replacement. With regard to the Manager, Water
Treatment who is over age 55, there are two Supervisors who could provide a
succession should Dan decide to retire, It should be noted that Dan does not meet
the OMERS requirement until 2016,

To assist with workload issues created by the acquisition of multiple contracts and
obligations under the DWQMS, two new positions will be added in 2012 which include
a SCADA System Integrator and another Plant Operator. Recruitment will be difficuit
for a SCADA System Integrator and likely an apprenticeship will be required.
However, it will not be difficult to recruit another Plant Operator.

Customer Service Division
Customer Service & Billina

Within the Customer Service Department, there are no impending retirements at the
employee level with the exception of the Mailroom Clerk, who is over age 55.
Succession planning is not warranted as the skills/knowledge required to perform the
functions of this position can be obtained with minimal training and external
candidates are readily available. However, of particular concern is that both the
Manager and Supervisor of Customer Service and Billing are eligible to retire in two
years. During 2014, both will be age 55 with over 30 years in OMERS. It is
recommended that an additional resource be added to ensure sufficient training and
the transfer of many years of knowledge and experience for business continuity
purposes.
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With the implementation of Smart Metering and given the enormous volume of both
billing and operational data that will now be available, internal and external process
changes will be necessary in order to meet regulatory and operational requirements.
Accordingly, another new non-union position, Billing System Analyst was approved in
the 2010 budget but was not recruited. In the 2012 Budget, it was decided that a
Supervisor, Billing & Systems Analyst would be created in the alternative. It is
anticipated that this position will be recruited in early 2012 and will also serve to
facilitate a succession plan with the impending management retirements.

Finance Division
Finance

There is one employee, Lenore Odber, who is a potential retirement in 2012.
Although she is assigned to Customer Service at this time as Senior Customer
Service Clerk, her position in Finance will have to be filled permanently should she
retire. There is one other employee who is over age 55, Shirley Ager but she does
not meet the OMERS requirement. It is not anticipated that these potential
retirements will become problematic, as cross-training and replacement activity has
been utilized historically to provide relief during vacation, sick leave and other leaves
of absence. Accordingly, the skills/knowledge required to perform these functions
are readily available through existing staff internally and external recruitment has
not posed a significant chailenge.

As indicated earlier, the Supervisor, Accounting will also be eligible to retire in 2013.
A succession plan will be initiated in 2012 with the hiring of another Supervisor to
ensure that there is an effective way to transfer the knowledge that will be lost with
the retirement of the Supervisor, who is a long term employee. In addition, the
Purchasing Agent is also over age 55 but does not meet the OMERS requirement.

Information Technology Department

There are no impending retirements for this department.
orporate Services

Although there is no one eligible for retirement until 2015, all the empioyees in the
Safety & Environment department are age 55 or over with the exception of the
Manager. It is not anticipated that replacement would be a problem. However, it is
recommended that a succession pian be initiated in 2013 to replace the Manager,
Safety & Environment, who will be age 55 in 2014 and will meet the OMERS
requirement for retirement in 2017, as this position will be very difficult to recruit to
obtain the necessary utility and safety experience. A replacement from within the
Utility may be the more practical solution but a significant training period would be
required to ensure the necessary Knowledge and skills are transferred. It is not
anticipated that the current Supervisor will assume the Manager position and he
reaches age 55 in 2012 and may be subject to retirement around the time that the
Manager retires.

Futur affing Summar

The chart below has been up-dated each year to reflect current staffing requirements
and succession plans.
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Proposed Phase-in of Staffing Requirements (revised for 2011)

DEPARTMENT STAFFING NEEDS YEAR
Positions Required |Total | 12 | 13| 14 | 15| 16 | 17
Line Powerline Techs - 3 3
Operations New positions
Work Planner 1 1
Water SCADA System 1
Treatment Integrator
Metening Smart Systems 1 1
Analyst
Engineering Electrical 3 1|1 1
Technician ~ new
positions
Customer Billing Supervisor
Service & System Analyst -
new position

CONCLUSION

The Workforce & Succession Plan is a tool for senior management to ensure that
there is sufficient preparation to avoid, wherever possible, significant shortages of
skills or major gaps in the PUC’'s organization chart. It is not a precise exercise
simply because it is an attempt to predict the future movement of staff,. However, a
sound workforce and succession plan allows management to monitor employee
demographics, develop and adjust employee training and development plans, and
anticipate future recruitment needs,

Further, a clear determination of staffing requirements necessary to meet
operational needs, coupled with the succession planning process ensures that all
human resources needs are met in a proactive, effective and well-executed manner.
This process provides a mechanism to identify the talents of existing PUC staff and to
develop a road map to address additional recruitment needs in key technical,
managerial and leadership roles in the company, essential for sustained success. It
facilitates flexibility and ingenuity in managing future staffing needs. Most
importantly, it allows management to identify a pool of highly talented potential
leaders, as opposed to identifying merely future inhabitants of positions that are
seen as critical to the PUC’s success. Accordingly, there is an inherent necessity to
increase staffing within specific positions for extended periods of time in anticipation
of future retirement activity to meet succession planning requirements.

As the PUC Services Inc. faces new challenges, positions will change, strategic plans
will change and it is critical that workforce and succession plans are activated to
ensure that the most productive, skilled employees are available and trained to meet
those organizational challenges. As a result, the Workforce & Succession Plan will be
up-dated annually to address the changing workforce needs of PUC Services Inc.

Page 17 of 22



SAMPLE EMPLOYEE DEVELOPMENT PLAN

X :\‘
SERVICES

Employee
Development Plan
NAME:
DATE:
POSITION:
DEPARTMENT:
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EMPLOYEE DEVELOPMENT PLANNING PROCESS

Development Plans preparc an employee for future opportunities, while improving performance
levels in their current postion through enhanced skills and knowledge. A development plan
provides the employee with the specific activities he or she should undertake to achieve his or her
goals and to develop the skills that have been outlined for his or her development. These methods
may include:

Exposure to new areas within the company

New or interim assignments

Special assignments, in addition to their normal responsibilities
Cross-functional training and exposure

Internal training programs

External training programs

Self-directed development activities

A well-constructed development plan generally consists of at least eighty percent on-the-job
assignments/responsibilities and about twenty percent formal classroom training.

Management’s Role in Development Planning

Each level ol management, the CEO, Vice-President and Manager Level, play an important role in
the development planning process. Each serves as a source of encouragement and facilitates the
establishment of realistic expectations and goals for those positions reporting to them.
Communication is key to identifying and progressing in the areas that need development, as well
as achieving agreement on the activities and responsibilities that will facilitate that development.
In addition, delegation of responsibility to the employce represents perhaps one of the best
opportunities for the employee to enhance his or her current skills or to develop new ones.

Development planning takes place afler a performance review and the potential assessment
interviews have occurred. An example of a written development plan is provided. It describes
specific development activities and the target date for completion of each.

By encouraging employees to fully develop the skills and attributes needed for effective
performance; the employee development process supports the success and growth of PUC
Services Inc. Employee development occurs as a result of a meaningful manager-employee
relationship that fosters participation, cooperation and feedback.

Employee development is a competitive issue. Managers can facilitate this process by:

Setting realistic job expectations
Reviewing performance regularly
Conducting career counseling sessions
Assessing employee potential

Formulating individual development plans

Through these activities, a working environment is created that meets the business needs of the
organization and maximizes employee growth and potential.
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EMPLOYEE DEVELOPMENT PLAN
EDUCATION (degrees, certifications and licenses)
1.

2
3
4.
5

ACCOMPLISHMENTS (skills, strengths, works experience, knowledge):

DEVELOPMENT NEEDS (special projects, job shadowing, committees, on-the-job activities,

management development courses, other external education, etc.):

CAREER GOAL(S)
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It is incumbent upon management to maintain documentation of an employee’s progress in their
skill development after an observation period has elapsed.

The following summary is an example that demonstrates how management should document an
employee’s strengths and development needs.

OBSERVED STRENGTHS/DEVELOPMENT NEEDS
(Recommended observation period is 9 months)
STRENGTHS:

Bill'sy major strengths arve inhis technical analysiy skilly and overall
understonding of accounting principles.

Bill hay also- shown improvement in hig ability to-effectively delegate and
provide feedback to-all staff members. He hay demovstrated excellent employee
development skills withy his junior analysis and iy an effective communicator.
He has motivated hiy staff to- develop innovative solutions to-previously chronic
problems by facilitating creative brainstorming sessions.

DEVELOPMENT NEEDS:

By major development needs irvwolve collaboration skillsy with other
departmenty and the ability to- influence the thinking of others. While Bill has
beewv effective within the accounting envivonment, he needs to- improve hiy
abrility to-persuade membery of other departmenty about hix ideas. Thiy need iy
especially important inv ovder for Dawn to- be effective when presenting technical
proposaly to- management membery outyide hiy deportment.

While Bl has demonstrated more assertiveness with his senior analysty, he still
tends to- avoid confrontation with thew on key issues.

SAMPLE
DEVELOPMENT ACTIVITY TARGET DATE
Bi-weekly meelings between, Joe Smith and, Johwn Doe 1/XX
to- discusy management skilly and depavtwmentol
productivity p
5/XX
Attend “Leading Effective Meetings” course through
company’s training department.
Participate on Cayenliv Task Force to- investigate 9/XX
alternative systemsy for wovk-in-progressy dato entry




EMPLOYEE

PERFORMANCE

POTENTIAL

DEVELOPMENT
PLAN

John Doe

Good

Ready in 6 months

» Financial
¥ Leadership
Development

SUMMARY PERFORMANCE AND POTENTIAL ASSESSMENT

Performance:
Excellent

Good

Average

Requires Improvement

Potential:

Ready for advancement now

Ready for advancement in 6 months
Ready for advancement in 1-3 years
Ready for advancement in 3-5 years

Development Plan - competency areas can change with position:

Financial

Strategic Planning
Communication skills

Computer skills
Mentoring

Conflict management
Leadership development
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PUC SERVICES Inc.

Below is the organization chart for PUC Services Inc. with the estimated equivalent employees applicable to PUC Distribution Inc. Labour costs charged to PUC Distribution are actual labour costs (actual hours x collective agreement rate). Services such as billing, collection, customer

service, and administration are allocated to PUC Distribution based on cost drivers as described in the rate application. Any labour that is directly associated to PUC Distribution (line, station, etc.) is charged to PUC Distribution as a pass-through at cost based on daily time sheets.
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MANAGEMENT, OPERATIONS AND MAINTENANCE AGREEMENT

AMENDING AGREEMENT

THIS AGREEMENT made the 10" day of November, 201 1.
BETWEEN;

PUC SERVICES INC.

{(hereinalter called the “Manager™)

OF THE FIRST PART
- and-
PUC DISTRIBUTION INC.
{herematter called “*Distribution™)
OF THE SECOND PART

NOW THEREFORE for good and valuable consideration the receipt and sufficiency of which are
hereby acknowiedged, the Manager and Distribution agree as sel forth herein.

1.0 BACKGROUND

i1 Manager and Distribution are parties (o a Management, Operations and Maintenance Agreement
dated January 1™, 2001, a copy of which is annexed hereto (the “Original Agreement”).

1.2 In order to more efficiently carry out the obligations of the Manager as set forth in the Original
Agreement the Manager has entered into a Lease for certain facilities being constructed on property at 500
Second Line Fast, Sault Ste, Marie, Ontario (the “Facilities™). The commencement date of the Lease is
December 1%, 2012 (the “Effective Date™)

2.0 AMENDMENTS

2.1 As of the Effective Date the determination of the Manager’s fees in paragraph 4.1 shall be cancelled
and commencing as of the Effective Date the following provision shall apply:

4.1 Management Fees

In consideration of the Manager undertaking the management, operation, and maintenance
ot Distribution’s Business and the provision of the services set forth in paragraphs 2.2 and 2.3 hercof,
Distiibution agrees to pay to the Manager a monthly fee consisting of the direct costs specifically
attnibutable to Distribution plus Distribution’s proportionate share {as set forth herein) of the costs
incurred by the Manager for the shared services (direct costs and shared costs collectively referred to
as the "Costs”) incurred by the Manager 1n the fulfilment of the Manager's obligations pursuant to all
service contracts administered by the Manager. The Costs shall be determined by the Manager and
payment shall be made by Distribution monthly within fifteen (15} days of the Manager submitting
an invoice lor payment to Distribution. For the purpose of this paragraph Distribution’s
proportionate share shall be 46% subject to periodic adjustment by the Manager. If Distribution
disagrees with the Manager’s determination of the Costs or any adjustment to Distribution’s
proportionate share. the dispute shall be submitted to a single gqualified, experienced arbitrator
pursuant to the Arhiiration Act, 1991 (Ontario) and the decision of the arbitrator shall be binding
on the parties. The cost of arbitration shali be borme equally between the partics.



For greater clarity, the calculation of any rent included in the Costs for workshop and garage
facilities and administrative offices presently owned or leased by the manager or to be owned or
leased by the Manager {collectively the “Facilities™) during the term of this agreement and used in
the operation of Distribution’s Business shall be based on the following formula:

Rent = Capital cost of the Facilities divided by the estimated useful life {in
years) ol the Facilities plus the cost of capital. For the purposes of this

formula “costs of capital” is the capital cost of the Facilities x the cost of
capital as established by the Ontario Energy Board from time 1o time,

22 Manager and Distnbution agree that until the Effective date the provisions contained in the Original
Agreement with respect 1o the determination of management tees shall continue in full force and effect.

2.3 Manager and Distribution agree (hat the term of the Original Agreement is hereby extended to

November 30", 2012. The provisions regarding automatic renewal set forth in paragraph 3.1 of the Original
Agreement shali continue to apply.

30 GENERAL
31 This Agreement shall be read together with the Original Agreement and the parties confirm that
except as moditied herein all covenants and conditions in the Original Agreement remain unchanged,

unmodified and in full force and effect.

32 Any capitalized word or term not otherwise defined herein shall have the meaning given thereto tn
the Original Agreement,

33 The parties agree to do or cause 1o be done from time to time all such things and shall execute and
deliver all such documents, agreements and instruments reasonably requested by the other party as may be

necessary or desirable to carry out the provisions and intentions of this Agreement,

34 This Agreement shall ensure to the benefit of and be binding upon the partics hereto and their
respective successors and assigns.

IN WITNESS WHEREOF the parties hereto have executed this Agreement.

PUC SERVICES INC.

TN S

We have authority to bind the Corporation

PUC DISTRIBUTION TNC.

We have authority to bind the Corporation



MANAGEMENT, OPERATIONS AND MAINTENANCE AGREEMENT

MHIES AGREEMENT made as of January 1¥, 2001,

BETWEEN:

PUC SERVICES INC., 2 corporation incorporated under the
faws of the Province of Ontario (hereinafler called the

"Nanager"),
OF THE FIRST PART:

-and-

PUCDISTRIBUTION INC. , a corporation continued under the
laws of the Province of Ontario (hereinafter called

" Distribution™),

OF THE SECOND PART.

RECITALS

1. Distribution and the Manager have agreed to enter into this Agreement pursuant
to which the Manager will assume responsibility for all aspects of the management operation and
maintenance of Distribution’s Business other than marketing and sales and subject to overail
responsiblity for management of Distribution by its senior officers and board of directors.

NOW THEREFORE THIS AGREEMENT WITNESSES THAT, in consideration
ot the covenants and agreements herein contained, the parties hereto agree as follows:

ARTICLE ONE
DEFINITIONS AND SCUEDULES

[.1 Detimitiong

In this Agreement, uuless something in the subject matter is inconsistent
therewith, i capitalized wrms shall have the meanings set forth below:

" Altiliate Relationships Code' meuns the Adfiliate Relationships Cude o the Ontariv Energy
Buoard s the sume may be amended from tme to time.
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“.Agreement” means this Agreement and all amendments made hereto in accordance with the
provisions hereof.

"Business" means owning a distribution system in order to distribute electricity to customers,
as well us business activities incidental thereto.

"Business Day" means a day other than Saturday, Sunday or a legal holiday in the City of Sault
Ste. Marie, Ontario.

"Emergency Management Powers" means the powers of the Manager described in Section 2.2

(H(d).
"Event of Default"” means any of the events described in Section 6.1.

"Force Majeure' means a cause which is unavoidable or beyond the reasonable control of a
party hereto and which by the exercise of due diligence such party is unable to prevent or
overcome, including, without limitation, acts of God, acts of a public enemy, war, hostilities,
invasion, insurrection, riot, the order of any competent civil or military government, explosion,
fire, strikes, lockouts, labour disputes, malicious acts, vandalism, failure of equipment beyond
the reasonable control of a party hereto, accident to any facilities, storms, or other adverse
weather conditions, or other causes of a simitar nature which wholly or partially prevent the
parties or either of them from carrying out the terms of this Agreement (other than for the
payment of monies due hereunder); provided that either party shall have the right to determine
and settle any strike, lockout and labour dispute in which that party may be involved in its sole
discretion and provided further that Force Majeure shall exclude lack of funds or economic

hardship.

"Insolvent" means, in relation to any Person, being insolvent, bankrupt, making a proposal
under the Bunkruptcy and Insolvency Act (Canada) or having a trustee or receiver or manager
appointed in respect of its assets.

"Prudent Industry Practice” means any of the practices, methods and acts which, in the
cxercise of reasonable judgment in the light of the facts known to the Manager, at the time that
3 decision was made, could reasonably have been expected to accomplish the desired result at
a4 reasonable cost, consistent with applicable laws, licensing and regulatory considerations,
vnvironmental considerations, reliability, safety and expedition. Prudent Industry Practice is not
intended to be limited to the optimum practice, method or act, to the exclusion of all others, but
rather to be a spectrum of possible practices, methods or acts employed by owners and operators
ot facilities similar in size, type and operational characteristics to Distribution’s facilities_agd

having due regard for applicable electrical, safety and maintenance codes and standards,
manutacturers’ warranties, and applicable laws und shall, in any event, evidence the degree of
care, diligence and skill that a reasonably prudent advisor and manager having responsibility for
the management ot a similar business would exercise in comparable circumstances.
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"Term'" shull mean the period from the date hereof 1o the wnth anmversary hereof or such
carlier date as this Agreement may be terminated in accordance with its terms.

1.2 Headings

The division of this Agreement into Anicles, Sections, paragraphs and
subparagraphs and the insertion of headings are for convenience of reference only and shall not
affect the construction or interpretation of this Agreement. The terms "hereof”, "hercunder” and
stmilar expressions refer to this Agreement and not to any particular Article, Section or other
portion hereof and include any agreement supplementat hereto. Unless something in the subject
matter or context is inconsistent therewith, references herein to Articles and Sections are to
Articles and Sections of this Agreement.

1.3 [nterpeetation

Words importing the singular number only shall include the plural and vice versa,
words importing gender shall include all genders. Where the word "including” or “includes" is
used inthis Agreement it means "including without limitation” or "includes without limitation",
respectively. Any reference to any Document shall include a reference to any schedule,
amendment or supplement thereto or any agreement in replacement thereof, all as permitted
under the Documents.

1.4 Accounting Principles

Wherever in this Agreement reference is made to generally accepted accounting
principles, such reference shall be deemed to be to the generally accepted accounting principles
from time to time approved by the Canadian Institute of Chartered Accountants, or any successor
institute, applicable as at the Jate on which such calculation is made or required to be made in
accordunve with generally accepted accounting principles. Where the character or amount of any
asset or liability or item ot revenue or expense is required to be determined, or any consolidation
or uther accounting computation is required to be made for the purpose of this Agreement or any
document, such determination or calculation shall, to the extent applicable and except as
utherwise specified herein or as otherwise agreed in writing by the parties, be made in
accordunce with generally accepted uccounting principles applied on a consistent basis,

i3 Fuiids

Al dollar wmounts referred t i this agreement ure in lawtul money of Canada,
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ARTICLE TWO

THE MANAGER'S FUNCTIONS AND POWLRS

2.1 Appotntment of the Manaper

Distribution hereby appoints the Manager and the Manager hereby accepts its
responsibility tor all aspects of the operation, maintenance, management and management of the
Business in accordance with Prudent Industry Practice and the terms of this Agreement
throughout the Term including without limitation providing ail necessary staff to operate the
Business but excluding marketing and sales services,

22 General Management Services

) The Manager shall have authority during the Term to manage, control, administer
and operate the Business in accordance with Prudent Industry Practice, subject to the overall
responsibility for management of Distribution by its senior officers (“Distribution Management’”
and the Distribution Board of Directors (the "Distribution Directors") and subject to and limited
by the provisions of this Agreement.

Without limiting the generality ofthe foregoing, the Manager shall be vested with
the tollowing powers which it shall exercise on behalf of Distribution:

(a) to report to Distribution Management and the Distribution Directors with respect
to the business ai:d affairs of Diswibution and the Business as may be requested
from time to ime by Distribution Management and the Distribution Directors;

ib) to provide all administrative services for the Business and Distribution including
accounting and bookkeeping services;

() o negotiate, execute, amend, administer, perform and carry out the terms of all
agreements and commitments, the performance of which by or on behalf of
Distributton in respect of the Business and the Business is necessary or advisable;
and

() to excreise emergency management powers in respect of any aspect of the
uperation and managerment of Distribution’s facilities (" Emergency Management
Powers™) 1 order to take such action as a prudent owner of such facilities would
normaily tuke in the circumstances provided that (i) the Manager reasonably

believes that immediate action is necessary to sateguard life or propecty or 1o

does not involve expenditures exceeding $1 million per occurrence in respect of

any emergency unless the Manager has first received the approval of Distribution,

d (i1} upon the exercise of Emergency Management Powers, the Manager shall

furthwith notily Distribution Management and Distribution Directors in writing
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ot the nature ot the Emergency Management Powers exercised by it, the reasons
tor exercising Emergency Management Powers and the costs incurred or to be
incurred by it n the exercise of the Emergency Management Powers.

Operations and Maintenance Services

Without limiting the generality of Section 2.2, the Manager shall provide or

arrange for all of the operations and maintenance services necessary to prudently and etficiently
operate and maintain Distribution’s facilities, including but not limited to:

(2)

(b)

)

(d)

(e)

1y

co-ordinate the purchase and sale of electricity under applicable contracts and pay
on behalf of Distribution and collect all amounts payable and receivable
thereunder;

operate and maintain the Business in accordance with Prudent Industry Practice,
applicable laws and all Distribution agreements, to minimize unscheduled
outages and to provide maintenance for Distribution's facilities in the most cost-
eifective manner to prevent deterioration beyond normal wear and tear; provided
that such efforts shall be necessarily limited by the operating life, capacity and
maintenance requirements of Distribution’s facilities and by the requirements of
all applicable laws;

use all reasonable care necessary to keep Distribution's facilities clean, orderl ¥
and free from debris, rubbish or waste to the extent consistent with the operation
ol the Business;

use all reasonable care not to generate, store, transport, accumulate, dispose,
discharge or rclease any hazardous substance on, in or from any property in
connection with Distribution's facilities, except in compliance with al} applicable
environmental laws and regulations;

assist Distribution in obtaining and maintaining all necessary regulatory
approvals including those required from the Ontario Encrgy Board for the
Business and renewals therefor inctuding preparing and submitting ail associated
applications and titings;

e ity reasonuble etforts to secure and mainwin from vendors, suppliers and
subcontractors the best indemnities, warranties and guarantces s may be
vommercially available in accordiance with Prudent Industry Practice regarding
supplies, equipment and services purchased tor the Business and assist

Bistributiop—tR preservmg—und—emorcmp—such—mdemmities,—warramties o ——

gugrantess;

provide administralive services for the Business and Yor Distribution in respect
ot the Business including;



(h)

(1)

(k)

-

(i} arrange insurance for the Business and Distribution counsistent with
Prudent [ndustry Practice;

(1) maintain and preserve equipment maintenance, accounting, banking and
other necessary records, reports, documents, data and the like for the
Business and Distribution;

{11)  perform cash management services for the Business and Distribution:

{iv)  on a timely basis prepare monthly and annual financial statements and
detiver them to the Distribution Directors;

{v) assist in the administration of all agreements to which Distribution is a
party or by which it is bound, including negotiations and communications
with third parties in connection therewith; and

(vi)  make all banking and tinancing arrangements;

employ, and ensure adequate training and testing of all qualified personne! (duly
licensed where rtequired) required for the operation and maintenance of
Distribution’s tacilities consistent with Prudent Industry Practice;

implement an inventory control system to identity, catalogue and disburse spare
parts for the maintenance of Distribution's facilities and procure, as agent for
Distribution, initial and replacement spare parts and refurbish, where practical or
cconomical, spare parts to allow their reuse;

pertorm for Distribution such other services as may from time to time be
reasonably requested or are reasonably necessary or appropriate in connection
with the operation und maintenance of Distribution’s facilities;

promptly provide Distribution with such other information relative to the
Business as Distribution may reasonably request;

provided that in the conduct of its duties hereunder, the Manager shall not, without First
wbtaining the written approval of the Distribution Directors undertake any activity which by the
terins ot the Shareholders’ Agreement between Distribution and PUC lac. requires the approval

ot PLC [ne.

1

Covenants of the Mapaper

The Munager covenants and agrees that in the performance of its services under

this Azreement i shail:
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(@) perform all services at all times in accordance with Prudent Industry Practice and
in compliance with applicable laws and the AfTiliate Relationships Code;

(b) comply with all instructions of Distribution Management of the Distribution
[Directors in relation to the performance of its services under this Agreement;

(€) vbserve and perform or cause 10 be observed und performed on behalf of
Distribution in every material respect the provisions of (i) the agreements from
time to time entered into in connection with the Business, and (ii) all applicabte
laws including the Affiliate Relationships Code:

2.5 No Liability of Mapager
The Manager shall have no liability as a result of this Agreement to make or
arrange for payments on account of operating expenses of Distribution or any other expenses
relating to this Agreement cut of its own funds.
ARTICLE THREE
TERM

i1 Term of Apreementg

This Agreement shall become etfective as of the date hereof and shall continue
in full torce and effect until January 1, 2011 unless sooner terminated in accordance with the
provisions of this Agreement. This Agreement shail be automarically renewed for successive
periods of tive years unless either party provides the other with written notice to the contrary at
[cast one hundred and eighty {180) days prior to the end of the then incumbent term.

ARTICLE FOUR

VMANAGEMENT FEES

4.1 Mansgenment Peey

Ihe parties shall negonate, acring reasonably, the fees to be paid by Distribution
to the Manager for the services hereunder.  Such fees shall be determined annuaily and in
cainpliance with the Altiliate Relationships Code. Any change in fees shall not be etfective
uniless wntied by the Disinbution Directors.
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ARTICLE FIVE
FINANCIAL STATEMENTS, BUDGETS AND RECORDS

5.1 Books and Records

The Manager shall keep proper hooks, records and accounts in which tull, true
and correct entries in conformity with generally accepied accounting principles and all
requirements of applicable laws witl be made of all dealings and teansactions in relation o the
Business and the pertormance of the Manager's services under this Apreement at the Manager's

head office,

5.2 Exwmpipation of Recorgs

The Manager shall muake available to Distribution and its authorized
representatives at any time during normat business hours on a Business Day all records,
documents or information related to the Business, wherever maintained. The Manager shall
permit Distribution and its authorized representatives at any time during normal business hours
on 2 Business Day to examine the books, records, drawings, computer-stored data,
correspondence, accounting procedures and practices, cost analyses and any other supporting
financial data, including invoices, payments or claims and receipts pertaining to the Business
maimained by the Manager at its head office. Distribution's examination of recards at the
Business or at the Manager's head office shail be conducted in a manner which will not undui ¥
interfere with the conduct of the Business or of the Manager's business in the ordinary course.
The Manager shall fumish to Distribution such financial and operating data and other
information with respect to the Business as Distribution shall from time to time reasonably

request,
3.3 Contidentialit

The manager shall ensure that, unless required in connection with applicable laws,
the bouks, records and accounts of Distribution (i) shall not be made available to any other
person tor whom the Manager provides services, and (ii) are not used by the Manager itself for
any improper purpose, in compliance with the Affiliate Relationships Code.

TICLE SI

DEFAULT AND TERMINATION

i

— Nl . TR L
tyent-ot tetouht

—

The Manager shall be in default under this Agreement upon the happening or
seeurrence of any of the following events, cach of which shall be deemed 1o he an Event of
Ietauit tor the purposes of this Agreement:

(1) the Manager breaches or tuils to observe or perform any ol the Miunager's
watertal obligations, covenants, or responsibilities under this Agreement, and,
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within thirty (30} days after notice from Distribution specitying the nature of such
breach or failure, to the satisfaction of Distribution Management and the
Distribution Directors, the Manager fails to cure such breach or failure or to take
steps to remedy such breach or failure and give reasonable assurances to
Distribution that such default shall be cured within a period of time satistactory
to Distribution Management and the Distribution Directors:

(b) the Manager:
(i) becomes Insolvent;
(ii}  is subject to any proceeding, voluntary or involuntary, under the
provisions of the Bankruptcy and Insolvency det (Canada), the

Companies Creditors Arrangement Act (Canada), or any other Act for the
benefit of creditors;

(itf)  goes into liquidation;

(iv)  winds up cither voluntarily or under an order of a Court of competent
Jurisdiction;

(v) makes a general assignment for the benefit of its creditors; or
{vi)  otherwise takes any corporate action that acknowledgesits Insolvency; or

(<) pross negligence, wilful default or fraud by the Manager in the performance of
any of its obligations, covenants, or responsibilities under this Agreement.

6.2 Termipation by Distribution

Upon the occurtence of an Event of Defawlt of the Manager but subject to section
6.3, Distnbution may without recourse to legal process but without limiting any other rights or
remedies which it may have at law ar othenwise, terminate this Agreement by delivery of written

notice of termination to the Manager.

6.} Restriction on Termimation during Force Mujeure

Duning the vecwrrence of an event of Furce Majeure, the obligations uf the party
aitecied by such event of Force Majeure, to the extent that such obligations cannot be performed
45 a result of such event of Force Mujeure, shall be suspended, and such party shall not be
considered w be in Jefault hereunder, tor the period of such occurrence except that the

; T 7 HSBUtioR [Bul not alfecling the
pertormance of the Manager's obligations hereunder) shall not relieve it of its obligation to make
pdyments to the Manager hereunder. The non-performing party shall give the other party prompt
woritten motice of the particulars of the event of Force Majeure and its expected Juration, shutl
vantimne o furmsh regular reports with respect thereto on a timely basis Juring the continuance
ot the event ol Force Mujeure and shall use its best ¢ fforts to remedy ity inability to perform.
[he suspension of performance is 10 ke of no greater scope and of no longer duration than is
sequired by the Force Mujeure condition. No obligations of cither party that arose belore the
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Force Majeure causing the suspension of performance are excused as a result of the Force
Viajeure.

.4 Post-Termination Amanpgements

[n the event of termination of this Agreement:

(2)  the Manager shall deliver to Distribution all books, records, accounts,
systems and manuals which it has developed and maintained relating to
Distribution, Distribution’s facilities and the Business pursuant to this
Agreement;

(b) the parties shall take all steps as may be reasonably required to complete
any final accounting between them and to provide, if applicable, for the
orderly transfer of insurance and completion of any other matter
contemplated by this Agreement; and

(c) title to all materials, equipment, supplies, consumables, spare parts and
other items purchased or obtained by the Manager for the Business shall
pass to and vest in Distribution upon the passage of title from the vendor
or supplier thereof and payment or reimbursement of costs by
Distribution.

ARTICLE SEVEN
GENERAL MATTERS
7.1 Governing Law

Fhis Agreement shall be conclusively deemed to be a contract made under, and
shall for all purposes be construed and interpreted in accordance with the laws of the Province
ol Onturio, wid the laws of Canada applicable in such Province.

72 Bengtit of the Aureement

[his Agreement shall cnure to the benetit of und be binding upon the purties
wreto and their respective successors and permitted assigns.

71 Severability

Jursdicion shall notinvalidate the remaining provisions hereof and any such prahtbition ur
wnentorecabiiity in any purisdiclion shall not invalidate or render unenforeeable such provision
m any other jurisdiction. [0 respect of any provision so determined to be unentorcaable or
wrvalid, the parties agiee to negotiate in good taith to replace the unenforceable or invalid
provision withanew provision thatis enforceable and valid in order to give effect w the business
iwtent of the viginal provision (o the extent permitted by law and in accordance with the intent
of this Aureement,
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7.4 Amendments and Waivers

No modification of or amendment to this Agreement shall be valid or binding
unless set torth in writing and duly executed by both of the parties hereto and no waiver of any
breach of any term or provision of this Agreement shall be effective or binding untess made in
writing and signed by the party purporting to give the same and, uniess otherwise provided, shall
he limited to the specific breach waived.

7.5 Further Assurances

Each of Distribution and the Manager shall from time to time execute and deliver
all such turther documents and instruments and do all acts and things as the other party may
reasonably require to effectively carry out or better evidence or perfect the full intent and

meaning of this Agreement.

1.6 Tiune of the Essence

Time shall be of the essence of this Agreement.

7.7 No Partnership

It is understood and agreed that nothing contained in this Agreement nor any acts
of the parties shall be deemed to constitute the Manager and Distribution as partners of each

uther.

IN WITNESS WHEREOF this Agreement has been executed by the parties
hercto as of the 14} day of February, 2001.

PUC SERVICES INC.

Per: %@ﬂg ﬁd’f"’““‘
Per: /;iL\v\ ,'}& P

PucC DlST UI'ION INC.

/&Mf-—"

Per: = —-1»:—-—-~.._.H ’“t\.,d.‘dt.




Appendix J — Vehicle Garage Fumes



&puc Memo

To: Joint Health & Safety Committee

From: Al Tourigny, Randy Digulla, Paul Dalseg
Date: December 19, 2001

Re: Service Centre Garage Ventilation

The Sub Committee met on December 3 And December 18, 2001.

Discussions were held with the mechanic on whether mechanical changes like the
installation of block heaters on trucks would help to reduce the exhaust emissions after cold
startups. He felt it would not.

We reviewed documentation on the matter from Henderson Metal dated March 17/97 and A
Memo from Tom Godfrey to the Health & Safety Committee dated December 18/97 (both
attached).

The Sub Committee recommends that:

1) 1t be confirmed that the existing ventilation system is operating to its desired capacity.
(When was it last serviced and are the timers properly set?)

2) A quailfied firm monitor the exhaust emissions for a specified period of time to
determine if levels exceed the Government standards.

3) Review the results & respond accordingly.

Respectfully Submitted

Al Tourigny
Randy Diguila
Paul Dalseg



_ B91/38/2002 13:02

1-785-253-9905 BOSS

. SITE VISIT REPORT
~ PUCInc.

- Second Line Service Centre
- Sault Ste. Marie, Ontario

© January 27, 2002

' Jori Simonds, C.LH., RO.H.
. .7, Consulting Hygienist
o O.H.S. Services -

PabE B2
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L OVERVTEW':

Health and Safcty meessmnals Inc. were contacted by PUC Inc. to asswt with an
" evaluation of indoor air quahty it their Second Line Service Centre. Employees and the
health and safety committee have raised concerns over air quality in the office and repair
areas at the facility. The t:oncem,s mvolve the potential for health effects associated with
the introduction ‘of contaminants from the vehicle storage area located adjacent to the
office and repair areas. Complagints arise pmmrﬂy during the early morning hours after

- vehlcles have been started and aJIOWed to warm up in the garage area. ‘

IL EVALUATION

. The service center is'an older huﬂdmg with several separate ventilation systems i place.
“The large vehicle storage garage:is an open storage area with a stand-alone ventilation
system.. The system is located along the centre bine of the garage and includes two large
fan units with attached exbnust .drop legs situated along the centre of the garage. The
system does not. include an’ extemal fresh air intake. Equipment stored in the garage
_includes both - large diesel service. vehicles and smaller gasoline powered vans and pickup
trucks. The repair areas are adjicent to the garage and are separated by ‘a cement block
“wall. The ventilation system | this area uses the long hallway adjacent to the garage as
the return air plenum. Both areds have corrugated steel roofs. The newer office areas have
a separate ventilation system thgl:provides air conditioning and uses a dropped ceiling as -
- the return air plepum, Employetbs have expressed concerns over the potential for health
 effects from exhaust gases in the, repair and office areas. These concerns are related to the
- detection of exhaust gas smells.in the repair and office areas, which occur primarily
during the ‘early morning ‘startip-period and appear to get worse during colder winter
months. Examination of the.connecting wall between the garage and repair areas
indicated several locations of obvmus staining from contaminated air movement mto the -
. repair spaces. .

" Il COMMENTS:

SERVICE GARAGE

- Brief wsual exammatlon of the. ventﬂanon system in the garage storage area indicates
scveral obvxous shoncommgs

- The system is sxtuated along the centreline of the garage with exhaust drop
legs-only in this aréa. Due to the physics of air movement the potential for -
this system to. remove exhaust gases in areas, which are not directly .

' adjacent tothe exhaust ‘drop 1egs is extremely limited. :
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- The system does ‘ot include a mechanism to introduce adchtlonal makeup
" air, The exhaust $ystem will only fimction if there is air available to move..
I ordcr to. have ‘the system operate even marginally well the garage access
. door.would have {0 remain open.
= Even with the garage access doors open-air movement would occur only _
. in those areas down stream from the makeup air source. ‘
- The ventilation system would appear to be under-designed cons1denng the
- volume of the. garage $pace and the current potential for contaminant .
generation. Under heavy contaminant loads it would take a very long time -
to prowde Sufﬁcuént air exchange in the space.

REPAIR AREAS

As mdijcated above the ventﬂatmn system in this area uses the 1ong hallway as a returm
air plenum. Thls produces a: negatIVe pressure in the hallway and in order for the system

" to remove air from the repair argas the doors to these aréas must remain open. This also

- produces a relative negative prtssure along the adjoining wall with the garage. The large- .
volume differences and the pressure differential between the two spaces provide a
mechanism: ‘to- transport contaminated air into the repair areas, In addition the cement
block wa]l and corrugated metal roofs allow a corridor for air exchange.

OFFICE AREAS

Although the newer oﬂice areas are ventilated separately if the doors adjacent to the hall
: way are leﬁ opeh conta.rmnated ait will also be transported into these areas.

Iv. RECOMMENDATIONS:,»; .

1V ATR MNONTTARINC

3) VENTILATION . ..
A thorough evaluation of tha Vent;latxon system in the garage storage area should be

conducted to determine. thc«changes necessary to adequately exbaust comammants
ﬁ'om the space. :

©3) INSPECTION ) '

~ Inspect the conneotmg wall be/tween the garage storage area and the repair oﬂices and- .
prevent air exchange’ between the two spaces. Evaluate the intake and exbaust
arrangement for. all. ventllatlon systerus to ensure contaminants are not being
mtroduced betweenthe systems '
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4) PROCEDURES

- Evaluate current. procedures for warm-up of vehicles during colder tmonths
to deternune ifall access doors to the garage are open during the warm-up
. period.-
- Review the necessxly to store and warm-up vehicles at this site.
- Evaluate the arrangement of vehicles in the garage area. Vehicles that are
. likely to produce the most exhaust contaminants should be parked as close
as possible to. the.existing exhaust drop legs.

*Note:

This report is based on limited. exammatmn of the ventilation systems at the site and is not intended to
be a complete evaluatnon of either tbe ventilation systems o the potential hazards.

/s Jon Simonds, C.LH., R.O.H.
Consulting Hygienist
O H.S. Services



Date: February 18, 2002
To:  Joint Health & Safety Committee
From: Al Tourigny

Re:  Service Centre Garage Ventilation

A committee consisting of Randy Digulla, Clyde Healey, Tom Godfrey, Al Tourigny and Health and
Safety professionals Jon Simonds and Louise Caicco Tett met or February 13/02 as a follow up of the
Service Centre garage ventilation report submitted by Paul Dalseg, Randy Digulla and Al Tourigny.

The purpose of the meeting was to determine if monitoring of the garage and offices by a qualified
outside firm was warranted, what process was to be used and what substance was to be monitored.

Further administrative controls were looked at to lesson the impact of exhaust emissions in the garage
area.

1) Possible split of fleet-reviewed with Line Dept, Water Dept., Meter Dept. and Mechanic
-fleet is already split to optinium
2) Vehicles parked in front of offices:
-vehicles that are parked in front of offices are shut off as soon as they are parked
and started only when leaving with the exception of a few Y2 tons. These individuals have
been reminded to shut off their vehicle.

3) Vehicles left running in the garage area:

-staff will be reminded to shut off their vehicles when in the garage area, even if it is
only for a short duration.

4) Early start up procedure:

-discussions with different depts. concluded that some trucks can be moved out earlier in the
morning but these vehicle numbers are limited by the nature of the work. Arrangements are
being made to have vehicle #’s posted on the dept. white board for early morning move out.
This procedure may still present a problem for staff that start early.

Note: The sub-committee of Dec.19, 2001 was included in the discussions.



Conclusion:

The Health and Safety committee members are asked to remind staff at their departmental meetings to
shut off their vehicles when in the Service Centre garage area.

Health and Safety professionals Jon Simonds will monitor the garage and office area for Carbon
Monoxide and Nitrogen dioxide for a three day period: Feb. 20th, 21st and 22nd. Randy Digulla and
AL Tourigny will be present for the testing.

—= -

The results will be forwarded to the Health and Safety committee.



Appendix K — Reports, Memos and Justification for New
Positions
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SERVICES

INTEROFFICE MEMORANDUM

DATE:
TO:
FROM:

cl cl

SUBJECT:

October 17, 2010
Brian Curran
Dominic Parrella

Terry Greco, Claudio Stefano

Staffing Needs

This memo addresses recommended staffing adjustments relative to establishing the
2011 budgets for both the electric and water utilities. This document builds on
previous memos prepared for prior budgets. Accordingly some information has been
extracted from the previous memos along with additional comments and analyses
presented herein.

Electric Utility

The 2008 Rate Application included a staffing plan that is summarized in the table
below. This plan was approved in May 2008 under OEB decision.

Department

2006 Identifled Needs

Positions Reqguired

Total

Fiited
in
2006

’Tll:.od

2007

2008

2009

2010

2041

2012 2013

Engineering

» Technician - Electric
SUCCEsSIoN planning

* Techniciar — Etectric new
positions

« P&C Engineer {identified
May 2007)

-

Line
Departrment

» Pole Crews

= Haintenance Crew
+ Succession Planning
* Supenvisor

— Identified May 2007 -
* Forestry Technician

* Woark Planner

- - W

Stations

= Substation Electrician
IuCcession planning

* Substation Electrician
mairtenance neads

Figure 1: Projected Six Year Staffing Plan (2008 Rate Approval)

Operations & Enginearing

October 16, 2009

Page1of12



Line Department

The rate approval provided by the OEB inciuded the addition of a 3-person
maintenance ¢rew in 2008. This crew was added late in 2008, The approval also
included an additional 3-person crew in 2009 for pole replacements. This has not yet
occurred.

With all the movement of staff in the Line Dept through 2008 and 2009, it was noted
that due to the lack of senior journeypersons in the department, it was not advisable
to add more apprentices until late 2010. Therefore addition of the third pole crew was
deferred to late 2010, and has so far not occurred.

At this point we have only 4 apprentices on staff, but the majority of journeypersons
are still quite inexperienced. Furthermore, we do not have the equipment to
accommodate another crew and would be late 2011 before the trucks would be
available if we do move ahead with the purchases.

Therefore, it is proposed that the third pole crew be hired early Fall 2011 to coincide
with arrival of the required equipment.

Forestry

A Forestry Tech was added in February 2009 and has proven to be very effective in
advancing better forestry techniques. Peter continues to provide significant
improvements to our vegetation management program.

Last year, Peter identified the need to address vegetation “hot spots” more proactively
than our practice at that time. Hot spots, where tree branches are touching or even
growing into high voltage lines, are a safety hazard to the general public with respect
to potential for electrocution or fire. The existence of hot spots is in contravention of
Ontario Regulation 22/04 and cannot be allowed to persist.

Peter had proposed the creation of 3-person forestry crew that would provide year-
round line clearing to address these hot spots. This would in turn reduce the amount
of work required of the contractors and would provide a safer line/tree environment,

Further review of this issue last year resulted in our accepting a proposal from the
Wilderness Group to contract out a “demand crew” at a much reduced rate from the
contract costs. This demand crew will be available through November 1 to April 30 at
a rate of $175 per hour compared to the contract rate of $225. This reduced rate is
more comparable to our projected internal rate for a forestry crew of $133 per hour.

This arrangement has proven effective over the past year. We have just recently
extended the Line Clearing Contract with Wilderness for another year at the same
prices in effect in 2009,

However, as we progress with our more aggressive approach to line clearing, we may
eventually reach a point where a forestry crew is preferable to utilizing contractors to
do the regular and demand work. We will continue to monitor the siteation to ensure
this arrangement provides for long term benefit to the utility.

Work Planner

The position of Work Planner was first filled early February 2009 with Al Cannard. Al
was effectively in the position for 4 months before moving into the Supervisor position
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for Espanola Hydro. Mike Palarc replaced Al as Work Planner in late June. However
he reverted to Lead Hand on at the end of August. Greg Barrett moved into the
position at that time. At this point, although the position has undergone much flux,
we have nonetheless seen valuable and effective output from the position.

Management is convinced the position provides significant value to the Department
and is eager to move forward on filing the second position, as approved in the 2008
rate application. It is therefore recommended to move ahead with the posting in early
2011.

Metering

It is noted that metering staff which retired in 2009 have not been replaced due to the
unknown impact of Smart Meters on staffing needs. In the 2010 budget, allocation
was provided to add a “Smart Systems Analyst” to the Metering or Stations staffing
compliment. This position was intended to provide additional resource to deal with
effective use of the extensive amount of data that will be provided by the AMI with
respect to operational aspects. This position has not yet been filled. but will need to
be filled by year-end.

Water Treatment Qperations

Maintenance Staff

In 2010 a second Supervisor was added to the WTO Department in order to address
management oversight of the outside contracts. Furthermore, in order to better focus
efforts on the maintenance of all systems we serve, the position of Lead Hand
Maintenance was approved and was to be filled from existing staff, but has not yet
been implemented.

We continue to struggile to cope with much needed maintenance of equipment related
to all the systems we manage. The SSM WTP is now 25 vears old and we have
performed very little maintenance on the existing equipment. We are severely deficient
in this area and we need to provide more support in this regard. Furthermore, we will
soon be adding water softening equipment at the wells and corrosion control
equipment at the WTP and the west wells, resulting in more equipment to maintain.

In addition, we have taken on many additional systems over the years through the
outside service contracts. Our Instrument Techs are unable to keep up with the
workload.

A Millwright is required in Water Treatment Operations in order to provide support in
this regard and to free up the Instrument Techs to focus on electrical equipment as
opposed to mechanical equipment.

Operating Staff

Operational demands for the SSM systems has been growing recently and will
continue to do so in the new year. Regulation requiring that we maintain at least 1
mg/L chlorine residual at every point in the distribution system resulted in the
requirement to raise residual leaving the wells and treatment plant. This has resulted
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in increased frequency of barrel changes and injection pump maintenance at the wells,
thereby using more operator (and Instrument Tech) time.

Upgrades to the disinfection at the wells in order to meet regulated contact time has
resulted in significant increase the amount of chlorine and ammonia usage. As a
result, the amount of operator labour required to change out barrels has almost
doubled (i.e. from bi-weekly before the change to now weekly). This operation requires
two operators due to the chemical hazard involved.

Furthermore, the CT changes are now plagued by clogging ammonia injection lines
which requires the addition of softening for the carrier water. This will add significant
additional labour demands for operators to manage the softening equipment and salt
usage.

Also, compliance with the new lead regulations has resulted in the need to implement
corrosion control. The implementation of corrosion control will add more equipment
and chemicals to the treatment plant and the west weils. Also, there will be ongoing
distribution sampling to monitor process effectiveness that has to carry on indefinitely.

At least one additional Operator is required as soon as possible for the SSM operations
to address these increased labour requirements.

DWQMS

Efforts have been ongoing now for more than three years to develop and implement a
Quality Management System (QMS) and Operational Plan required under the new
MOE licensing regime. Throughout the process we have struggled to understand the
eventual impact on our operations of this new regulatory requirement.

Implementation and maintenance of the QMS requires the following ongoing activities:

«  Annual external audits;
The provincially appointed auditor (CGSB) will conduct an independent external
audit of our system each year. CGSB will require that we produce records and
results of our internal audits. They will not perform our first audit until we can
demonstrate at least 3 months of QMS operational history which includes
internal audits.

» Regular internal audits;
Regulation requires that we conduct annual internal audits in addition to the
annual external audit. We are required to audit each of the 21 elements of the
Standard each year for each system. At this time we have 5 systems that we
operate. The only feasible way to do this is to audit different elements each
month so that all 21 are audited within the year. Every Corrective Action
Request (CAR} issued as result of these audits must be addressed within a
reasonable time frame. This is clearly a substantive administrative burden.

* Annual Management Review;
The DWQMS requires senior management to:

“...conduct an annual review that evaluates the continuing suitability, adequacy and
effectiveness of the Quality Management System and that includes consideration of:

a) incidents of regulatory non-compliance,
b} incidents of adverse drinking-water tasts,
¢} deviations from critical control point limits and response actions,
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At least once a year, we must verify the currency and the validity of the
information used in the risk assessment for each system we operate. The
actual risk assessment and outcomes must be redone every three years at a
minimum, unless changing conditions indicate that it should be done more
frequently. Again, more administrative burden.

*» Ongoing updates;
Elements #9 through #18 all require ongoing upkeep to ensure information is
accurate and up-to-date — more administrative burden

Element 3 of the DWQMS is "Commitment and Endorsement” which requires a written
endorsement of the QMS by Top Management and the Owner. Following are some
extracts of the components of this element:

“PLAN - The Operational Plan shall contain a written endorsement of its contents by Top
Management and the Owner.

DO - Top Management shall provide evidence of its commitment to an effective Quality
Management System by:

a) ensuring that a Quality Management System is in place that meets the requirements of this
Standard,

b) ensuring that the Operating Authority is aware of all appiicable legislative and regulatory
requirements,

¢) communicating the Quality Management System according to the procedure for
communications, and

d) determining, obtaining or providing the resources needed to maintain and continually
improve the Quality Management System.”

*... This is a critical element to put into place early on in the implementation. The PLAN
component of Element 3 requires that the operational plan is endorsed, in writing, by top
management and the owner. The DO component of Element 3 requires that top management is
able to prove its commitment {o the QMS. Top management must be aware of the QMS, and
provide direction and resources...”

“... The QMS must be adopted as an integral pant of your organization and necessary resources
must be providad, from now and into the future...”

This last sentence is clear. We must provide adequate resources to implement and
administer DWQMS in the long term. And this involves both Sault Ste. Marie and all
the outside contracts.

We therefore have come to the realization that success in meeting the DWQMS
regulatory burden will definitely require a full time person. It is recommended
therefore that a fulltime position be created as a management position.

Essentially the role would need to address two functions. First is the development of
programs and documents. The second is ongoing maintenance and program
improvement. These functions entail the following:

1) Program Development

Set up of the original DWQMS content for Sault Ste. Marie has been the major
component of the work load to date. Moving forward the DWQMS content will
have to be developed for all the other contracts we manage. This will still rely
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heavily on resources that are knowledgeable with the systems and the
processes involved.

Implementation will require bringing together resources for:
1. developing SOPs for operator guidance,

2. developing a DWQMS communication format to include updating senior
management, updating owners at our contracts to ensure endorsement,
responsibilities, direction and buy in.

3. applying DWQMS content to the operational plans to keep them
effective.

4. developing reports for DWQMS effectiveness and that meet the DWQMS
requirements.

2) Program Maintenance

Going forward it will become an administrative task to apply the above,
schedule audits, monitor progress and implement changes. This will certainly
become a major undertaking. Much of this content will fall within Springboard
RRAM which adds another administrative element in order to keep operators
trained and involved.

The discussion above was presented last year at budget time. It is now one year later
and we still find ourselves in the same position we were in last year. Progress on
accreditation has been next to nil. And with every day that passes the threat of failure
draws closer.

Once again, in keeping with our tradition of underestimating the impacts of new
legislation we have inadequately prepared for implementation and we are now
inadequately prepared to maintain and support ongoing compliance. A full time
permanent position dedicated to DWQMS is long overdue.

Water Distribution

The position of Work Planner was filled in mid March 2009. To-date the results have
been excellent. The Planner has proven very effective in addressing intricate planning
issues, researching issues, and supporting the coordination of work activities. We
have experienced more effective job planning, providing greater transfer of information
to field staff, less field re-work, less damage to infrastructure and less frustration for
field staff and customers.

The Work Planner has also provided the following services:
» Acts as liaison between Engineering Staff and Water Distribution Staff.

* Provides knowledge-based decision making (combining theoretical and
practical).

+ Provides knowledge transfer to junior employees — setting and preparing a
stringent protocol as to the way tasks are to be undertaken.

+ Provides maintenance follow-up to repairs and the purchase of conventional
and unique tools to expedite work.

s Coordinates activities between PUC Services and other utilities, contractors, etc.

¢ Provides quality Customer Relations in the delivery of information to maintain a
strong corporate image.
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s Provides support to the Manager and Supervisor enabling their focus on
management issues.

In 2008 the Department started moving to a different operational model. Rather than
PUC crews performing all watermain connections and service transfers, we are now
providing one or two licensed operators to oversee the work that is now performed by
the contractor. Although this method is freeing up staff to focus on maintenance
activities, the volume of road construction activities continues to increase, and we
continue to fall short of meeting our maintenance targets. The volume of City road
works has increased substantially over the several years.

The Department continues to fall behind in meeting work demands. Once again, for
the fourth consecutive year we did not complete the annual check of fire hydrants.

Furthermore, we have not been able to make any real progress in maintaining system
valves. In 2009 we were not able to perform any valve cycling at all. We continue to
encounter leaking and inoperable valves in the course of conducting road construction
work which leads to delays in the construction and forced {high) contractor costs to
make the repairs before construction can continue.

Normally we try to utilize outside contractors to fulfill system maintenance work
required under outside contracts such as Blind River or Echo Bay.

However, during the Fall of 2009 we had to use Department staff to perform flushing
of the Blind River system required under the contract. The planned contractor was
not available when required. As a result we lost two operators for two full weeks. Also
we have been using our staff to maintain the hydrants and valves in Echo Bay as
required under the contract for several years now.

Based on the comments coming back from the various members of Town Councils and
residents, our staff do a far better job than contractors and are much better received
by them

Water Distribution - Field Service Crew

We now have a number of service contracts with other municipalities that require
annual hydrant flow checks, valve cycling, system flushing and swabbing. Our
expectation was that we would contract out the services of others (like A1 Hydrant
Services) to perform these contract obligations. However, as experienced last Fall in
Blind River the timing does not always work out such that we had to commit our own
staff to the task. Furthermore staffing changes have occurred with Al and we are now
having an extremely difficult time getting professional results from them.

In the case of Blind River, we performed uni-directional flushing that proved to be
extremely effective in addressing the poor water quality situation in the distribution
system. It appears from the comments received in the field that our staff did a much
better job than the contractor had been doing in the past.

An evaluation of contract commitments for ail external contracts demonstrates that we
could commit one two-person crew for 20 weeks annually and at an average savings of
30% under the contractor price, to our benefit.

The balance of time available would be committed to the SSM operations. Annual flow
checking of the city’s 2,250 hydrants takes about 14 weeks annually and winterizing
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takes another 21 weeks (one two person crew). There is a need to reinforce staffing in
the Department to support the performance of identified maintenance activities,

Furthermore, we need to address the issue of swabbing. Swabbing of watermains is a
best practice that is proven effective in treating water quality concerns. Other than
the odd trial, we have not yet undertaken any swabbing of the Commission’s
watermains. The addition of a Field Service Crew would not provide the resources
needed to provide effective implementation of a swabbing program in Sault Ste. Marie.
However, it is proposed that staff would be trained and utilized to perform the
swabbing required under the external contracts as a starting point in order to move
towards an ongoing local program.

Additional Vacuum Truck

In 2004 a vacuum excavator truck was added to the fleet to support Water and Lines
operations. The truck has proven to be an immense success. It has afforded us
significant savings in costs related to labour and restoration associated with
excavations. In addition it has provided significant improvements in staff productivity,
significant benefits in the health and safety aspects of certain tasks, and significantly
reduces impacts to the physical environment.

Over the past number of years we have continued to ramp up our capital and Q&M
works for both water and electric each year. We expect to continue to increase the
volume of these activities over the next five years as we continue to add operations
staff and as new staff gain experience and become more productive,

We are now at the point where one vacuum excavator is not enough to facilitate the
growing volume of work. In the meantime we are contracting a commercial truck to
supplement our own unit. But this method is very unproductive and costly.

A second truck including a second operator is required. The cost of a unit would be in
the range of $300,000. It is noted that if approved, the unit would not be delivered
until late 2011.

Engineering

The long term plan for the electric operations, as presented in the 2008 Rate
Application, also included the creation of one additional Electrical Engineering
Technician position each year for three years starting in 2011. This plan needs to be
implemented in order to provide the technical support for the continued growth of the
capital budget towards identified target levels,

Similarly, in the water operations, the long term plan calls for increased capital works
over the next 5 years. The higher levels of capital works will have to continue for an
indefinite period of time {at least 20 years) to address the coming burden of
infrastructure replacement. A fourth Water Engineering Technician needs to be added
in 2012 to support the increasing capital works.

Office Administration

In all departments regulatory burden continues to grow and increase in demands
every year across all aspects of our operations. It is the reality of our times and clearly

Operations & Engineering Qctober 17, 2010 Page 8 of 12



Staffing Recommendations

Based on the considerations noted above, the following new staff are recommended to
be phased in over time as noted below:

Identified Needs

Department 2011 2012 2013 2014
Position Total
Eiectric Technician ' 3 1 1 1
Engineering Water Technician 1 1
CAD Technician (Facilities) i 1
] Pole Crew ’ 6 3 3
Line 7
Work Planner 1 1
Quality Assurance Technician 1 1
Water Treatment Water Treatment Operator 1 1
Millwright 1 1
o Field Service Crew ° 2 2
Water Distribution 3
Vac Truck Cperator 1 1
General Admin Assistant * 1 1
X Supervisor Plant & Mtce 1 1
Safety & Environment —
Safety & Env Technician 1 1

Notes: 1 — |dentified in 2008 Rate Application.
2 - Field Service Crew to be aliocated 45% external contracts, 55% SSM operations.

3 — Vac Truck Operator to be shared 75% water and 25% electric.

4 — Admin Assistant to be shared 50% Operations (Line, Water, Stations/Metering) and 50%
Safety and Environment

Operations & Engineering

October 17, 2010
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PUC

SERVICES

INTEROFFICE MEMORANDUM
DATE: October 16, 2009
TO: Brian Curran
FROM: Dominic Parrella
c.C. Terry Greco, Claudio Stefano

SUBJECT:  Staffing for Operations & Engineering

The 2008 Rate Application included a staffing plan that is summarized in the table
below. This plan was approved in May 2008 under OEB decision.

2005 Identified Needs Filled Filled
Department in In 2008 | 2009 | 2010 | 2011 2012 | 2013
Positions Required Total 2008 2007

Technician — Electric 3 2 1
succession planmng

Technician — Electric new 4 1 1 5 1
positions

P&C Engineer (identified
May 2007} 1 1

Enginesring

Pale Crews

Mairtenance Crew

* Succession Planning
Line

Department » Supervisar

-- Identified May 2007 -
« Forestry Technician 1 1

* \Work Planner

« Substation Electrician 1 1
SUGCCESSION planning
Stations
= Substation Electrician 2 1 1
mainienance neeads

Figure 1: Projected Six Year Staffing Plan (2008 Rate Approval)

Line Department
The 2008 Rate Application included the following information:

“Prior to 2004, we typically replaced no more than 80 poles per year through typical
construction and maintenance activities. In order to reach the target level {399 poles per
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year), it was determined that three additional crews dedicated year-round to pole
replacements were required.

In 2005 an additional Line Department crew was added in order to increase the rate of annual
pole replacements. While the crew was not in place until mid-April, good progress was made
with 172 deteriorated poles being replaced in 2005.

In 2006 a second crew was added. In line with typical hiring time frames, the crew was not in
place until mid-May. Also, due to customer demands and budget constraints, efforts were
diverted away from pole replacements and we again were unable to achieve the full program
in 2006, Furthermore productivity actually declined due to the high number of apprentices
that were introduced.

The 2006 rate approval came in $800,000 less than requested, resulting in a severe restriction
on cash flow. Therefore, in order to preserve cash flow, all discretionary overfime was
eliminated. This move impacted severely on our ability to meet the 2006 pole replacement
targets. We had targeted 250 replacements but were only able to achieve 152 replacements
in 2006.

Again in 2007, the shortfall in revenue resuiting from the reduced rate approval continues to
take its toil on our effarts to accelerate pole replacements. Alsc there is a growing backlog of
poles identified in prior year’s testing that have not yet been replaced.

Previous discussion anticipated the need for a third pole replacement crew to be added in
2007. At this time, available funds will not alfow this. Furthermore, qualified Power Line
Maintainers are not readily available in the labour market and we are approaching our limit of
allowable apprentices to journeyperson ratio. Therefore we anticipate adding the third pole
crew in 2009 and a fourth in 2012. Implementation of the full pole replacement program will
be delayed until then.”

The rate approval provided by the OEB included the addition of a 3-person
maintenance crew in 2008. This crew was added late in 2008. The approval also
included an additional 3-person crew in 2009 for pole replacements. This has not yet
occurred.

With all the movement of staff in the Line Dept through 2008 and 2009, we are in a
situation now were it is not advisable to add more apprentices due to the lack of senior
journeypersons in the department. It is therefore proposed that the third pole crew be
deferred to late 2010.

Forestry

A Forestry Tech was added in February 2009. Peter Bursche has already proven to be
very effective in advancing better forestry techniques.

Peter has identified the need to address vegetation “hot spots” more proactively than
our current practice. Hot spots, where tree branches are touching or even growing
into high voltage lines, are a safety hazard to the general public with respect to
potential for electrocution or fire. The existence of hot spots is in contravention of
Ontario Regulation 22/04 and cannot be allowed to persist.

Peter has proposed the creation of 3-person forestry crew that would provide year-
round line clearing to address these hot spots. This will in turn reduce the amount of
work required of the contractors and will provide a safer line/tree environment.
Attached is a copy of his proposal for reference.
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It is proposed that rather than adding the third pole crew that was scheduled for late
2009, it would be more effective for the overall benefit of operations to add a forestry
crew. Addition of the third pole crew is impractical at this time due to the high
number of apprentices.

A full-time forestry crew would address the “extras” that we currently encounter each
year on the line clearing contract as well as addressing the ongoing hot spots. Extras
relate to removal of danger tress or negotiated removals with property owners and are
costly to address under contract operations. Furthermore, the increased attention to
line clearing year-round will significantly reduce the occurrence of outages due to tree
contacts.

Addition of a forestry crew is expected to eliminate the occurrence of extras on the line
clearing contract as well as reduce the amount of work the contractor will perform.
The cost of the crew and equipment is estimated at $256,000 per year. The overall
cost of contract work is expected to be reduced in the range of this amount such that
the net effect to the line clearing budget should be negligible. However, we expect to
significantly improve outage performance.

Work Planner

The position of Work Planner was first filled early February 2009 with Al Cannard. Al
was effectively in the position for 4 months before moving into the Supervisor position
for Espanola Hydro. Mike Palarc repiaced Al as Work Planner in late June. However
he reverted to Lead Hand on at the end of August. Greg Barrett moved into the
position at that time.

At this point, although the position has undergone such flux, we have nonetheless
seen valuable work from the incumbents during that time. Management is confident
the postition provides significant value to the Department. However it is proposed that
the second position not be filled until later in 2010 in order to allow some time for
Greg to settle in and for the position (including the rest of staff) to mature in their
respective roles a bit further before introducing more change.

Metering

It is noted that staffing requirements to support ongoing operations and maintenance
of Smart Meters is identified elsewhere,

It is also noted that Department staff that retired earlier in 2009 have not been
replaced, in anticipation of the potential impact of Smart Meters implementation on
staffing needs.

Stations

It is noted the rate application included provision for an additional Substation
Electrician in 2010 to address increased maintenance requirements. This needs to be
included in the 2010 budget.

Operations & Engineering October 16, 2009 Page 3 of 9



Engineering

The long term plan for the electric operations, as presented in the 2008 Rate
Application, also included the creation of one additional Electrical Engineering
Technician position each year for three years starting in 2011. This plan needs to be
implemented in order to provide the technical support for the continued growth of the
capital budget towards identified target levels.

Similarly, in the water operations, the long term plan calls for increased capital works
over the next 5 years. It is proposed that a fourth Water Engineering Technician be
added in 2012 to support the increasing capital works.

Water Treatment Operations

With the addition of Richard’s Landing, Blind Rive and the two North Shore systems,
in addition to the ongoing increase of regulatory burden, a second Supervisor has
been approved for the Department at this time. Furthermore, in order to focus more
effort on the maintenance of all systems we serve, the position of Lead Hand
Maintenance will be created, but will not add any more staff.

In addition to these changes, staff are currently investigating the feasibility and
impacts of moving away from a 24 /7 type operation in the municipal water treatment
plant to a straight days type operation. This arrangement would have the benefit of
freeing up the existing staff to work in the field where we need them rather than
carrying on the 24/7 shift program. However any movement in this area will take
significant planning and evaluation time and effort and will involve a longer term
horizon.

Water Distribution

The position of Work Planner was filled in mid March 2009. To-date the results have
been excellent. The Planner has proven very effective in addressing intricate planning
issues, researching issues, and supporting the coordination of work activities. We
have experienced more effective job planning, providing greater transfer of information
to field staff, less field re-work, less damage to infrastructure and less frustration for
field staff and customers.

The Work Planner has also provided the following services:
» Acts as liaison between Engineering Staff and Water Distribution Staff.

e Provides knowledge-based decision making {combining theoretical and
practical).

e Provides knowledge transfer to junior employees — seiting and preparing a
stringent protocol as to the way tasks are to be undertaken.

s Provides maintenance follow-up to repairs and the purchase of conventional
and unique tools to expedite work.

¢ Coordinates activities between PUC Services and other utilities, contractors, etc.

» Provides quality Customer Relations in the delivery of information to maintain a
strong corporate image.

Operations & Engineering October 16, 2009 Page 4 of &



* Provides support to the Manager and Supervisor enabling their focus on
management issues.

In late 2008 we contracted flow testing of hydrants for colour coding. The work
continued through 2009 and is now approaching completion. In addition we
contracted out a leak detection survey for the entire system, which is also nearing
completion at this time. There has been relatively little hydrant repair work resulting
from the flow testing activities. However, a number system leaks have been discovered
so far. We have repaired 4 watermain leaks, 2 water services have been identified as a
leaking on the Customer’s side of the curb box, and currently we have identified 8
other potential leaks that require further investigation.

In 2008 the Department started moving to a different operational model. Rather than
PUC crews performing all watermain connections and service transfers, we are now
providing one or two licensed operators to oversee the work that is now performed by
the contractor. Although this method is freeing up staff to focus on maintenance
activities, the volume of road construction activities continues to increase, and we
continue to fall short of meeting our maintenance targets. The voiume of City road
works has increased substantially over the past two years,

The Department continues to fall behind in meeting work demands. Once again, for
the third year in a row we did not complete the annual check of fire hydrants.
Although flow testing compensates for this in 2009, this testing does not provide an
operational check of every hydrant. This annual check is a legislated requirement.

Furthermore, we have not been able to make any progress in maintaining system
valves. In 2009 we were not able to perform any valve cycling at all. We continue to
encounter leaking and inoperable valves in the course of conducting road construction
work which leads to delays in the construction and forced (high) contractor costs to
make the repairs before construction can continue.

In addition, this fall we had to use Department staff to perform flushing of the Blind
River system, as required under the contract. The planned contractor was not
available when required. As a result we lost two operators for two full weeks. Also we
have been using our staff to maintain the hydrants and valves in Echo Bay as required
under the contract.

Water Distribution - Field Service Crew

We now have a number of service contracts with other municipalities that require
annual hydrant flow checks, valve cycling, system flushing and swabbing. Our
expectation was that we would contract out the services of others {like A1 Hydrant
Services) to perform these contract obligations. However, as experienced this fall in
Blind River the timing does not always work out such that we had to commit our own
staff to the task.

In the case of Blind River, we performed uni-directional flushing that proved to be
extremely effective in addressing the poor water quality situation in the distribution
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system. It appears from the comments received in the field that our staff did a much
better job than the contractor had been doing in the past.

An evaluation of contract commitments for all external contracts demonstrates that we
could commit one two-person crew for 20 weeks annually and at an average savings of
30% under the contractor price, to our benefit.

The balance of time available would be committed to the SSM operations. Annual flow
checking of the city’s 2,250 hydrants takes about 14 weeks annually and winterizing
takes another 21 weeks (one two person crew). There is a need to reinforce staffing in
the Department to support the performance of identified maintenance activities.

Furthermore, we need to address the issue of swabbing. Swabbing of watermains is a
best practice that is proven effective in treating water quality concerns. Other than
the odd trial, we have not yet undertaken any swabbing of the Commission’s
watermains. The addition of a Field Service Crew would not provide the resources
needed to provide effective implementation of a swabbing program in Sault Ste. Marie.
However, it is proposed that staff would be trained and utilized to perform the
swabbing required under the external contracts as a starting point in order to move
towards an ongoing local program.

Additional Vacuum Truck

In 2008 a vacuum excavator truck was added to the fleet to support Water and Lines
operations. The truck has proven to be an immense success. It has afforded us
significant savings in costs related to labour and restoration associated with
excavations. In addition it has provided significant improvements in staff productivity,
improves the health and safety aspects of certain tasks, and lessens the impact to the
environment,

Over the past five years we have continued to ramp up our capital and Q&M works for
both water and electric each year. We expect to continue to increase the volume of
these activities over the next five years as we continue to add operations staff and as
new staff gain experience and become more productive.

We are now at the point where one vacuum excavator is not enough to facilitate the
growing volume of work. We have been contracting a commercial truck through 2009
to suppiement our own unit.

A second truck including a second operator is required. It is noted that if approved,
the unit would not be delivered until late 2010.

Furthermore, 2010 is a “light” year for the vehicle budget and therefore it would be an
opportune time to add the second vacuum truck. The cost of a unit would be in the
range of $500,000.

Fieet Department

QOver the past 5 to 10 years the number of vehicles the company owns and maintains
has grown substantially. This has occurred due to the addition of the city wastewater
contract, the external water /wastewater contracts, the addition of operating and
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management staff in the operations departments and the addition of standby
generators associated with contract facilities in addition to specialized equipment such
as the vacuum truck.

In addition, the automotive industry in general has evolved continuously with ever
more sophisticated technology, both for heavy equipment and light duty vehicles. The
evolving technology requires more sophisticated testing/diagnostic equipment and
consequently places greater demands on staff to upgrade training and knowledge on a
continuous basis. Also, if we are to advance our efforts towards “greening” the fleet,
greater effort will be required.

Our electric and water operations utilize specialized hydraulics for lifting and digging.
Commercial mechanics are generally not trained to properly service these specialized
systems. Electric and water utility fleet mechanics are specifically trained and
certified to work on these systems. Local specialized service is not available. In
addition, sending out these vehicles to out-of-town dealers is very disruptive to our
daily activities such that there are significant down side impacts to operations.

A review of the costs associated with farming out the servicing of light duty vehicles
demonstrates that we could perform the work more efficiently and at less cost (50%
less) than sending them out to dealers.

While garages may offer service and inspection “specials” at reduced rates, they do so
based on their ability to up-sell items that they “recommend” for replacement (brake
components are an excellent example}. Their mark-up on the materials ranges from
10 to 30%, depending on the cost of items. For example, mark-up on brake parts is
30% while mark-up on a transmission would be 10%.

Additional benefits to in-house servicing that would make Fleet operations more
effective and efficient include:

* When contracting out repairs there are added (hidden) costs due to shuttling of
the vehicles, and moving equipment on and off, at times causing delays for
work crews,

* The vehicle would be ready for use in a more timely fashion with less down
time. Garage servicing results in loss of the vehicle for unknown {and
sometimes lengthy) periods of time.

* Our staff would perform a higher level of inspection and are not prone to
changing parts “prematurely”

* Reduced costs for parts and materials since we buy direct from the distributor.

These cost savings and benefits combined with the need for more resources to
maintain the increased fleet of large trucks and back-up generators provides
justification for the addition of a second full time Mechanic.

Office Administration

In all departments regulatory burden continues to grow and increase in demands
every year across all aspects of our operations. It is the reality of our times and clearly
will not diminish in time. Operational management staffl are especially impacted.
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They have to contend with increased regulatory demands in the face of increased
construction demands while trying to cope with the need (ever more critical) to address
maintenance issues, all under the overarching need to ensure a safe and healthy work
place. Furthermore the implementation of Cayenta will introduce more administrative
burden on management staif.

There are numerous issues today that did not exist 10 years ago that have ail
contributed to the administrative loading on management staff. These include:

* Reg. 22/04, = [ESO reporting,

« DWOMS, » MOE inspections,

» lead testing, » ESA inspections,

*» monthly reporting, » Green Energy Act,

» market rules, = Cayenta,

» (QEB initiatives, »  Springboard RRAM,

»  (OPA initiatives,

Management staff are continuously challenged to cope with operational demands.
They should not be challenged with routine office administration duties as well.
Management already spend too much time performing clerical work. This only
detracts from their ability to deal with operational and supervisory matters. Itis
proposed that an Admin Assistant be added to the operations group to be shared
amongst the various departments.

Within the Water Distribution Department, the following are examples of where the
Admin Assistant would provide clerical support for existing activities. Other
departments would have comparabile lists.

* Dead-end Flushing Program records,

» Equipment Maintenance records,

» Employee Training records,

+ Employee Certification Renewals & Upgrades,

s DSO Records,

¢ (IS Updates,

*» Departmental Health & Safety - Minutes of Meeting,

¢ Hydrant Maintenance Data

Health and Safety Administration

Safety is our number one priority. We all have a role to play in this regard.
Management staff are clearly the driving force within cur organtzation in promoting a
culture of safety in our organization. Management staff have come to rely more and
more on the efforts of the Manager Safety & Environment for support in carrying out
their duties in this area.
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However the demands on the Manager Safety & Environment have grown over the
years due to increased workforce, increased diversity of operations, and increased
regulatory demands.

All PUC staff have come to rely this position for support. But the position is
overwhelmed with demands. The position requires full time dedicated support to be
truly effective. It is recommended that a management position be added to support
and supplement the Manager’s role.

Furthermore, there is a real need to add permanent full-time clerical support for the
Manager in the form of a dedicated Health &Safety Admin Assistant. It is proposed
that the Admin Assistant be shared between the Manager and the VP Operations &
Engineering.

Staffing Recommendations

Based on the considerations noted above, the following new staff are recommended to
be phased in over time as noted below:

Identified Needs
Department 2010 2011 2012 2013 2014
Position Total
) . Electric Technician ' 3 1 1 1
Engineering
Water Technician 1 1
Pole Crew 6 3 3
Line Forestry Crew 3 3
Work Planner ' 1 1
Stations Substation Electrician ' 1 i
Metering Smart Systems Analyst 1 1
Fleet Mechanic 1 1
Water Field Service Crew ° 2 2
Distribution | vac Truck Operator ® 1 1
Operations Admin Assistant * 1 1
Ops/Safety Admin Assistant ° 1 1

Notes: 1 — Identified in 2008 Rate Application.
2 — Field Service Crew to be allocated 45% external contracts, 55% SSM operations.
3 — Vac Truck Operator to be shared 75% water and 25% electric.
4 — Admin Assistant to be shared equally by Line, Water, Stations and Metering departments.
5 - Admin Assistant to be shared 25% VP Ops & Eng and 75% Mgr Safety & Environment
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Appendix L — Conversion Program by Station



Long-Term Construction Forecast - Voltage Conversion Program

Year Description Budget Comments
Convert Sub 10
2012 Construct 35 KV lines on Willoughby St from $550,000 To provide 35 KV source for Sub 10
Reid St to Sub 10
2012 Rebuild Sub 10 $2,000,000 Due to growth and grid restrictions, need to
accelerate the rebuild of Sub 10.
2014 Convertto 12 KV in the balance of the Sub 10 $600,000 On-going voltage conversion. Final stage of Sub 10
area conversion. Mostly rear lot construction
' $3,150,000 |
Convert Sub 14
2013 Convertto 12 KV in the Sub 14 area in the Pine $330,000 On-going voltage conversion. Mostly rear lot
St area construction commercial services
2013 Convertto 12 KV in the Sub 14 area of $725,000 On-going voltage conversion within road allowance.
Wawanosh, McNabb, Willow and Pine Poles are in need of replacement.
2014 Convert to 12 KV in the Sub 14 area along $330,000 On-going voltage conversion. Mostly underground
Chapple St commercial services
2014 Convert to 12 KV in the Sub 14 area in the $330,000 On-going voltage conversion. Mostly rear lot
Caledon - Leslie St area construction
 $1,715,000 |
Convert Sub 17
2012 Upgrade grounding and fencing at Sub 17 $100,000 Upgrade grounding and fencing, conduct EIA and
remediate site after removal of transformers
2015 Convertto 12 KV in the Sub 17 area along $750,000 On-going voltage conversion within road allowance.
Ontario & Forest Ave area and McGregor &
2018 Convertto 12 KV in the Laronde St area $1,060,000 On-going voltage conversion. Mostly underground 4

Wednesday, July 18, 2012

KV plant that must be rebuilt (2150m @ $495/m)
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Year Description Budget Comments
' $1,910,000 |
Convert Sub 4
2013 Rebuild to 35 & 12 KV lines on MacDonald from $600,000 On-going voltage conversion and improve grid
Pim to Pine St. security
2015 Rebuild to 35 & 12 KV lines on MacDonald from $800,000 On-going voltage conversion and improve grid
Pine St. to Lake St. + install step-dns for security
2016 Upgrade station grounding and fencing $250,000 Residential area - will require some upgrades to
suit area
'~ $1,650,000 |
Convert Sub 5
2016 Purchase and install switchgear and $1,200,000 Final step in conversion of Sub 5
transformers for Sub 5
'~ $1,200,000 |

Overall Total \$9,625,000 I

Wednesday, July 18, 2012

Page 2 of 2



Appendix M — New Building Reports and Shareholder
Resolutions



SUBJECT: APPROVAL TO PROCEED WITH NEW INTEGRATED
BUILDING

PRESENTED TO: PUC INC. BOARD OF DIRECTORS
MEETING OF MARCH 25, 2009

RECOMMENDATION

That the Board approves staff proceeding with the new integrated office building and
service centre as previously brought before the Board and that the matter be presented to
the sharcholder for approval as per the shareholders agreement regarding capital
expenditurcs.

BACKGROUND

Over the last several years the replacement of the current office building and service
centre has been recommendcd by staff and the necd recognized by the Board. Proceeding
with the project has been postponed on several occasions due to various reasons. As a
result of the July 1st implementation of cost of service rates in the PUC Distribution,
completion of financial restructuring in both PUC Distribution and PUC Inc. and
increased revenues in both PUC Services and PUC Telecom, staff recommends
proceeding with construction commencing in 2010. Financial modeling indicates that the
project can be accommodated while maintaining desired infrastruciure projects and the
current level of payments to the municipal sharcholder.

The following assumptlions were incorporated in the analysis:
- construction of the new facilities would commmence in the spring of 2010 with
January 1, 2012 as the occupancy date used in the modcl
- the sale of the two existing service cenires would bring proceceds of $3 million
- the sale of the Queen Street office building would bring proceeds of $1 million
which in the model have been retained in the Commission
- sharcholder loans are at the recently restructured amounts
- PUC Distribution’s rebased rates will be approved by the OEB 1n 2012 and will
include:
O simart meter revenuc,
o additional revenue for the increased rate basc as a result of increased
capital expenditures for the period 2009 to 2012,
o increased PILs revenue recovery,
o increased recovery of expenses from the 2008 approved level duc to
inflation,
o and increased recovery of expenses as a result of the LDC’s share of the
new facility cxpenscs
- financing of 60% of the smart mcter projcct and annual electric infrastructure
program in order to maintain the deemed debt to cquity level

PUC Inc. Board Meeting March 25, 2009 Page 7



- Loan rates are bascd on recent Infrastructurc Ontario posted rates (varying from
4.43% to 5.13% for locked in loans depending on term and 1.06% (floating) for
construction loans)

- Waler rate increases of 3 to 5% will be required annually in order to finance the
targeted capital cxpenditure levels

- Revenues will remain consistent for Telecom, Services and Encrgics — no
provision has been made for increases as has been the actual trend over the last
couple of years

- Increased expenses have been included commencing in 2012 in the affiliate
companies for increased operating expenses (property taxes), asset charge and
cost of capital charge as a result of the new facility

- Estimatcs of increased property taxes net of utility cost savings, WAN
communication savings and internal maintenance labour have been included in
the model — reduced maintenance costs of the current building in the areas of
parking lots, HVAC systems, structural repairs, etc. have not been factored into
the model

- Dividends from the affiliates to PUC Inc. are based on available funds on an
annual basis (further tax planning in the way of intcr-company loans will result in
additional retention of funds from that included in the model)

The attached summary indicates net income of between $1.2 and $1.5 million from
2008 to 201 1. Net income increases commencing in the LDC rebasing year of 2012
to between $2.4 and $2.8 million. Working capital remains consistent at acceptable
levels until the 2012 LDC rebasing years when it begins to increase. The total of
interest and dividend payments to the municipal sharcholder is $2.5 million from
2008 to 2011. From 2012 to 2015, no dividends arc included in the modcl; however
the total of the intcrest of $1.9 million and increased municipal portion of the
property taxes attributable to the new facilities is in excess of $2.5 million. Pending
the outcome of the 2012 rate rebasing application, the model indicates that the
dividend of $565,000 paid in 2009, 2010 and 2011, may be able to be paid in 2012
and 2013 in addition 1o the property taxes. Beyond 2013 funds in cxcess of the
dividend of $565,000 and additional property taxcs arc available for disbursement as
dividends at the Board’s discretion.

RATIONALE
The above recommendation is being made in order that staff can proceed with presenting

a request to the shareholder for approval {o proceed with the construction of a new
integrated office and service centre facility.

Prepared by: Terry Greco

Date: March 20, 2009
Submitted by: Terry Greco

Date: March 25, 2009
Attachments: Financial Projections

PUC Inc. Board Meeling March 25, 2009 Page 8



PUC Inc. Consolidated Income Statement

Est Budgat Rabasa

2008 2009 2010 2011 2012 2013 2014 2015
Revanue $28 B4B 843 430,498,262 $31.851 838 $32,327 485 $37,116,483 §37,545,979 $38,007 437 $38,476,019
Expendiures §,739) ($29,113,899)  ($30,391,860) 203} 1§34,248,791) ($34,864,014) __ (335,502,247} _ ($36,079 259)
Net Incoma _ §1,298104_  $1,384353 _ _ §1,500,188 08,202 $2,867,672 _ _ $2.601,965 $2,606,180 _ $2,387,680
PUC INC. Consolidated - WORKING CAPITAL STATEMENT
MNet Income $4,220,104 $1,384,353 $1,500,183 §1,308 202 $2,867.672 $2,601,965 $2,505,19¢ $2,387,860
Add Depractation $4,765,384 £5,102,878 $5.700,119 $5,900,118 58,475,148 $6,675,118 $6.875.118 $7,075.118
Less Capital Ex (net) (86,680,884 ($14,830.605)  ($22.676,000) _  ($8,083,520) _ ($8,194181)  (§5,350,075) _ (§8,525236)  ($6,695,741)

($694,388) {$5,352,374) $15,675,694) (§624,200) $1,148,599 $1,008,008 $355,072 $777,038
Add disposal of properties £0 L 11] L 1+] $3,000,000 $0 30 $0 $0
Add proceeds of barrowing $0 $8,000,000 $17,000,000 $2,000,000 $2,000,000 $2,000,000 $2,000,000 $2,000,000
Less (oan repaymants $0 {$280,000) ($600,000) ($3,880,000) {$1,240,000) 1$1,320,000) {$1,400,000) ($1,480,000}
Add Rag Assets & Smarl Metars . $623.B12 $623,812 {$250,000) . (§250,000) ($250,000)  ($250,000) _ 80§
Increassa (decraasal In WIC ($70,574) ($8,562) $474,306 $245,800 $1,658 599 $1,439 008 $1,455072 $1,267,038
Working Capital
Opaning Working Capital 516,433,567 16,363,013 $15,789,372 $15,898,507 $45.379,317 §17,025,892 $18,483 937 $19.819,010
{ncrense (decroasa) in WIC 1$70,574) {$8,662) $474,306 $245,800 $1,858,596 $1,435,008 $1,455.072 $1.297.038
Changes In non-cash items $0 30 30 $0 $0 $0 $0
Dividend to Municipal S/H . __%0 ($565,080)  _ {§$565,080} ____i#12,024 o i%e8y 80
Working Capital .. _$16,363,013 $15,789,372  §15608,507 ___ $17,025892 $18463,937  $19819040 _  $21,216,048

¥ days working capital I a7 61 73 70 az :1:1 83

PUC Inc Board Meenhng March 25, 2009
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PUBLIC UTILITIES COMMISSION - INCOME STATEMENT

Revenue

Loan proceeds/transfar from Capital

Expanditurea
Oparaling, Malrt & Admin
Capital Expenditures (Nat)

Total Expenditures

Local Improvemants {Met}
Disposal of Quean 5L Building
Change In working capital

Cpening Working Capéta!
increase {dacrease) in W/C
Transfer {to} from Capital Fund
Warking Capital

# days working capitaf

Est Budget
2008 2009 010 2011 2012 2013 2014 15
$11,054,525 $11,838,256 $12,281,91 $12,897,259 $13,532,349 514.193,672 $14,B87. 787 $15,618,325
$3,700,000 $0 50 $o 50 $0 $0
(§7,745,225) [$9,404,345) ($9.574 300) (39,746,153} (310,889,209) ($10,849,487) ($14,024,088} {$11,2D4,418)
($3,664,000) [$6,752,842) (33,185,000 (42,960,000} $2,980,000) {$3,700,000) {$4,000,000} (§4,500,000)
($$1,408,225)  ($16.154,187)  ($12,750,300) ($12.706.153)  ($13,669,280)  [$14,543,497)  ($16.024,966}  ($15,704,418}
$111,B36 $141,838 $111,838 583,400 $40,000 $0 $0 0
$ $0 30 $0 $1,000,000 $0 $0 $0
|$242,764) (§504,095) {$355,544) $274,506 $303,060 ($355 824} (3137181} {388,050)
PUBLIC UTILITIES COMMISSION - WORKING CAPITAL
Est Budget
2008 2089 2010 2011 2012 2013 2014 015
$3,429.400 $3,186,645 ¥2,662,550 $2,327,008 $2,801,513 $3,504,573 $3,148,743 33,041,567
($242,764} {$504,095) ($355,544) $274,508 $903,080 {8355, 824) {$137.181) {$58,000)
$0 0 $0 $0 $0 $0 30
63,106,645 $2.682,550 $2.327,006 $2,601,513 $3,504 573 $3,148.749 $3,011,567 $2.823,477
102 61 &7 75 54 79 73 [+
PUC Inc Board Meeting March 26, 20048
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PUC INC. RESOLUTION

Agenda Item # 5.1 Date:__March 25, 2009
Moved by: e ﬁr__

A,
Seconded by: (" - 4

Rasolution;

“That the Board approves staff proceeding with the new infegrated office building and
service cenlre as previously brought before the Board and that the matier be prasented lo
the shareholder for approval as per the shareholders agreement regarding capital
expenditiires

2 Carried = Defeated o Deferred
m} Referred L Amended O Officially Read Not
\ » Dlalt With
‘r' _\1 'I.- b L P
N Chair
Action
] Chair a PUC Inc. fm]
1] President ¢l PUC Telecom O
N Secretary O PUC Services G

] Treasurer o PUC Energies I




RESOLUTION OF THE: SHAREHCLDER
OF

PUC INC,

New Corporate Building

WHEREAS the C. J Murphy Centre is na longer capable of agcommodating the current and
future number of staff, nor can it altow for maintenance to be performed on many large pieces
of equipment that are used by both electrical and water crews;

WHEREAS the renovation and expansion of the C.J. Murphy Centre can only be accamplished
at a cost that approaches that of a new integrated corporale office building;

WHEAREAS a new integrated buitding would be constructed to a LEED certification, would
inulude renewable energy generation oplions, would achieve annual savings in energy and
stafl time and reduce building maintenance costs;

WHEREAS the Board of PUC Inc. at its meeting of March 25, 2009 has approved the following
resolution:
“That the Board approves staft proceeding with Ihe new integraled office building and
service centre as previously brought before the Board and the matter be presented to
ihe shareholder for approval as per the shareholder's agreement regarding capital
expendifures.”

And,

WHEREAS according to the PUC Inc. Shareholder Agreement, PUC Inc. must seek approval
for single capital expenditures beyond an autherized limit,

RESOLVED that approval is given this 25" day of May 2009 to PUC Inc. to make the necessary
expenditures to proceed with the preparation of drawings and estimates for & new integrated
corporate buiiding for PUC Services Inc

THE CORPORATION OF THE
CITY OF BAULT
g )}a MARIE

igmkwell Mayor

e e

7 gﬁyafw , Clerk

Per:




SUBJECT: NEW CORPORATE BUILDING

PRESENTED TO: PUC INC. BOARD OF DIRECTORS
MEETING OF SEPTEMBER 2, 2010

e

RECOMMENDATION

1. That the Board approve a budget of $22, 180,000 for the censtruction of a new corporate building.
2. 'That the Board approve a request to the Shareholder for Shareholder approval to proceed with the
building.

BACKGROUND

At its meeting of March 25, 2009 the Board approved “staff proceeding with the new integrated office
building and service cenive s previously brought before the Board and ihat (he matler be presented to the
shareholder for approval as per the shareholders agreement regarding capital expenditures.” On Aprif 27"
City Council passed a shareholder resolution allowing PUC Services "'to make lhe necessary
expendilures to proceed with the preparation of drawings and estimates for a new integrated corporate
building (or PUC Services Inc.”

PUC Services has worked closely with MGP Architects, Engineer Inc. to finahze the floor requirements and
final building design. The 1otal area of the building has increased from 92,548 sq. ft. to 109,168 sq. it.
Office requirements have increased by 10,650 sq. tt. as a result of moving more water treatment staff into
the new huilding; allowing more space for common areas such as hallways, ¢le; and [or future staff
mereases. The arca for vehicle storage was increased by 6,280 sq. fi. to accommodate the existing flect of
targe mrucks and {o accommodate future growth.

With the larger space requirements the cost estimate increased from 319,181,030 10 $23,19(.893 exciuding
architecl fees of 51,436,000, fumiture costs of $929,000 and miscellancous costs such as moving of
$213,000. Building estimales also include a 5% design allowance and a 3% construction allowange thal
were nol in the original estimale.

RATIONALE

Given the significant increase in buslding costs the architect was requested to identify where costs could
be reduced. A number of cost reductions have been identified but the largest reduction can be achieved
by delaying the construction of the vehicle storage area by three or four years and to continue to use the
garage portion of the C. J. Murphy. This would reduce the building cost to $(9,600,000. As thus area is
an engincered building il can eastly be added at a later date without a significant increase in what it would
cost if it were part of the initial building construction. Once the outcome of the 2012 rate application to
the OEB is known a decision can be taken to build the vehicle storage area and sell ihe C. J. Murphy
building. A recenl appraisal of the property estimated 1he retail value of ihe building al approximately
$1.5 million.

Removing the vehicle storage area brings the lotal eshmated cost including architect and other expenses
to $22,180.000. Furiher cost reductions will be pursued. The estimate for new fumiture, for example.
shoutd be significantly lower as the current figure anticipates al} staff will require new office fumiture or
wovkstations, which s not the case.

We waunt to be i 2 position to go out to tenders early in 2011 with an Apnl construction start. Several
large buildings mn the City will be close to completion at fhiat Lime and our building should attract strong

New Corporate Building (pg 1 of 2)



interest from major contractors. In addition we hope to be in the new building by the end of 2012 to
ensure thal our rate rebasing apphication includes he cost of the new bujlding to Distribulion cusionmers.
The atiached financial analysis of the impact of the new building on the PUC affiliates and the
Comnussion indicates that 1f our rate application 1s successful in 2012 we will have Lhe capacity tn cover
ihe building’s capital and operating expenses.

As the capital cost for the new building exceeds the Board's $5,000,000 limu for single capital
expenditures, sharcholder approval is required to proceed.

Prepared by: H. J. Brian Curran
Date: August 27, 2010

Submitted by: H. J. Brian Curran
Date: September 2, 2010

ATTACHMENTS:  Financial Projections and New Building Financing

New Corporate Building ( pg 2 of 2)



Memo

Yo: Brian Curran, Dominic Parrelfa, Claudio Stefano
From: Temry Greco

CGC: Diana Capulo

Date: August 27, 2010

Re: Finan¢iai Projections and New Building Financing

Attached are financial projections for the PUC group of companies up to 2016 (next rebasing year afler
2012}, The projections are based on the cumrent corporale struclure wilhout the pending transler of
PUC Sewvices to direcl City ownership. The ransfer should have no effect on the financial data other
than the presentation of the combined corporale summary. The projections indicate that although
working capital will be al the low end of acceptable aver the next couple of years, the new building
project is financially viable under the model's assumptions. The results of the 2012 rate rebasing
application are the most crilical factor in the projections.

included with the summaries are the assumptions used in the projections. Please review the
assumplions {ie capex levels, elc } and provide comments.

Once you have had a chance to review, we should meet to discuss and update the assumplions.



1.ong Term Projections

New Building Assumptions

New building cost = $22,180,000

I:xcludes laxes

Includes architect estimate of building $19,600,000

Furmiture at $929,000

Architect fees al $1.436,000

Moving expense, Quantity surveyor, [LEEDs consultant, Enviro emissions tesling and
reimbursable expenses at $213,000

$19,600,000
$929,000
$1,436,000
 $213,000
$22,178,000

Disposal of Trbovich @ $1.500.000 (proceeds to offset building cost)
Disposal of Queen 51 office building @3$1,000,000 {proceeds to remain in Commission)

25 year loan @) 6% - $20,700,000
{Cwrrent [nfrastruciure Ontario loan for 25 years a( 5%)

Construction o start in 2011 and finish in 2012 (2012 occupancy?)
Increased rates in Distribution, increased revenue in Services and increased expenses in
athliates included in 2012 projeciions

Increased propeity taxcs based on estimated assessed value of $20,000,000

Increased property faxes = $1.078 million comparcd 10 $236,000 = $842.000

Increased taxes lo City = $620.000 (balance to school board)

Fstimated operaling savings from reduced utility costs, reduced WAN cosls and reduced
mail costs: $159,000

Public Utilites Cominjssion

Assumptions
Borrow $5.2 million on line of credit 2 RBP plus 5%  3.25%

Repay over 4 years and delay the increase in capex beyond City proiects uniif 2013
Repayment = 2G11 and 2012 $1,000,000. 2013 and 2014 31,600,000
10% raie increases thvough 2015

2% increase in cosls each year conunencing in 2011 and added $200.000 in expenses
in 201)



Payments 10 PUC Services nc. for portion of mcreased expenses (property taxes net of
operating savings) for new integrated building commencing in 2012

Payments to PUC Services Inc. for portion ol new integrated building costs - increased
asset charge and cost of capttal charge conmnencing iv 2012

Well softening required as a result of changes made due to MOE mandated well upgrades
- capital costs for 4 well sites ($150.000+ $18.000 + $30,000 + $18.000) x 2, annual salt
costs of 4 x $6,250 4 descaling at year 10 and 20 ($30.000 x 4)

As per Long Term Outlook — Water Utility (Dominic Panvella, Dec. 16, 2009) - poal io
reach gross cxpenditure level of $8.32 million ($8.1 million net of recoveries).

Qutlook Summary
- low working capital until 2015 when 30 days reached
- may need to adjust debt repayment schedule or capex in 2013 and 2014
- debt free after 2014
- increased capex commencing in 2013
- target capex reached in 2015
- increase in rates as a result of add’l new building expenses = 9%

PUC Distribulion

Assumplions
First year al rebased rates is July 1, 2008.

Revenue increase of 1% per year in non-rebasing years.

2012 Rebase year - added $10 million to the rate base for net additional capital
expenditures from 2008 to 2012 @ 7% = $700,000 + increased PlLs recovery in
revenue by $70,000 + increased expenses since 2008 eligible for recovery by
$1.225 million (difference in 2000 expenses and projected 2012 expenses) +
$888,909 for increased s/c costs from PUC Services (asset and cost of capital
charges).

Revenue generated from smart meter rate adder

Increase = return on assets plus add'l operating expenses plus add'l depreciation
expense.

Additonal labour expense excluded from expenses and revenue recovery.

Regulatory carrying charges reduced in 2008 and 2009 as a result of recovering
the variances.

Cost of Power expense a pass-through to customers — increased by 5% in 2011
and 3% per year thereafter

Expense increases of 2% per year commencing in 2011,
Also added additional $150.000 in 2011 operating expenses for add'l crew?



Add'l smart meter operating expenses. Add'l labour expense excluded from
expenses and revenue recovery.

Payments to PUC Services Inc. for portion of increased expenses (property taxes
net of operating savings) for new integrated building commencing in 2012 — in
opex and capex.

Payments to PUC Services Inc. for portion of new integrated building costs =
increased asset charge and cost of capital charge in 2012 - in opex and capex.

Note payable to PUC Inc. reduced to deemed debtfequity in 2008.

Note payable to PUC Inc. at 6.1% of $26,534,000 - restructured to deemed
debt/equity in 2009.

Commencing in 2011 — borrowing $2 million per year (25 years @ 5.00%) — less
than 60% of net annual capital expenditures in order to remain below 60/40
deemed debt to equity structure,

Smart meter financing - estimated project cost of $7.5 million - $5.0 million @
4.2% for 15 years.

Capex - 2011 based on 2010 budget level less 2010 wholesale meter cost plus
2% per year (Approved capital expenditure level of $5.4 million per report filed

with rate application plus admin ailocation of $.8 iess recoveries of $.8 = $5.5).
Additional $.6 added to capex in 2010 to complete smart meters.

increased allocation to capex for new building commencing in 2012

Unfunded variances relating to cost of energy, IMO ¢harges and market
readiness costs. Reg. Assets {o be recovered over a two year period. Reg.
liabilities - refund to customers 2010/11. Smart Meter starlup funding @
$1/customer/month in 2008 and 2009 - $1.68 per month commencing May 1,
2010,

Rebase Year 2012 Add'| Revenug
i) increased asset base = $5M capex less $2.5 relicemenis x 4 (2009.2010,2011,2012)
= $10M * 7% return = $700,000

i) add'l new building costs = increased op costs (taxes) net of savings (fibre, mant. 1ab)
plus increased C of C and Assel charge

iii) add’ PlLs = current in rates $1.3M less projected taxes of $960,000 grossed up to
$1.370,000 = 370,000

iv) add'l expenses = 2008 budget * 1.02 = 1 02 * 1 02 = $9.032108 for 2010, 2011, 2012
less approved in 2008 rales of $7.810 = §1.225M

Outlook Summary
- based on receiving requested rates in 2012
- 6% increase to total revenue in 2012

Loy



- 19% increase to distribution revenue in 2012

- working capital low until 2013

- working capital increases in 2011 to 2015 1o 54 days

- dividends paid to Inc. untit 2013

- funds available for dividends thereafter — review dividend level

PUC Telecom

Assumptions
Revenue increases of 2% per year commencing in 2011 - Service and other

revenue
Current level of customers is maintained

Opex (util.) and Admin (consultant) reduced by $15,000 each in 2011. Expense
increases of 2% per year commencing in 2011.

Paymenis o PUC Services Inc. for portion of increased expenses (property taxes
net of operating savings) for new integrated building commencing in 2012

Payments to PUC Services Inc. for portion of new integrated building costs =
increased asset charge and cost of capital charge commencing in 2012

Interest expense — intercompany loan interest to PUC Inc.

Capex - reduced by $65,000 in 2011, 2% increase per year on balance
commencing 2011

Dividends to PUC Inc. based on maintaining approximately $300,000 in working
capital in PUC Telecom

Cutlook Summary
- dwidend to Inc. annually in addition to interest payment
- $300,000 maintained in working capital

PUC Services

Assumptions
Revenue increases of 2% per year commencing in 2011

Commencing 2012 - recovery from afliliates for new building - asset charge
(based on depreciation as per current procedure) plus cost of capital charge for
assets purchased by PUC Services (as per current procedure) plus increased
expenditures {property taxes)

Expense increases of 2% per year commencing in 2011



Increased expenses (properly taxes net of operating savings) for new integrated
building commencing in 2012

Interest expense — intercompany loan interest to PUC Inc.

Reduced interest payment from Services to Inc. by $300,000 in 2013 (from
$532,638 to $232,638) in order to maintain sufficient working capital

New building cost = $22,180,000

Estimated proceeds of sale of Trhovich building = $1,500,000
Loan proceeds of $20,700,000

Interest expense —~ new building — expected to be eligible for Infrastructure
Ontario funding - $20,700,000 @ 5% for 25 years

Interest capitalized in 2011 and 2012 for new building
Capex — 2% increase per year commencing 2011
QOutlook Summary

slight decreases in working capital 2013 to 2015
- at adequate level in 2015

PUC Energies

Assumplions
5% increases in sentinel light rates commencing 2010

Expense increases of 2% per year commencing in 2011

Payments to PUC Services Inc. for portion of increased expenses (property taxes
net of operating savings) for new integrated building commencing in 2012,

Payments to PUC Services Inc. for portion of new integrated building costs =
increased asset charge and cost of capital charge commencing in 2012

2010 - Financing of 60% of $710,000 investment in renewable generation project
(WTP) - 25 years @ 5%

Additional revenue of $5,000 per year for Steelton generation and $80,184 for
WTP generation — reduced annually by 1%

WTP solar to be moved to PUC Services

No provision for Algoma U or other generation proiects



Solar panel depreciation = $750,000/20 years
Generation expenses — additional $16,037 per year for WTP

Qutlook Summary
- adequate working capital moving forward
- opportunity to provide dividends to Inc. moving forward
- without add'l generation projects beyond Steeiton and the WTP, could
provide dividends of $50,000 per year

PUC Inc.

Assumptions
Reduced administrative expense by $150,000 in 2011 (new business expenses
reduced from $300,000 to $150,000)

Expense increases of 2% per year commencing in 2011

Interest payments to City of $1,934,920 annually

Dividends from PUC Distribution 2010 to 2013

Dividends from PUC Telecom annually (maintain $300,000 working capilal in
PUC Telecom)

Dividend of $610,080 to City in 20111 and 2012 (maintains $2.5 million annual
payment)

Continued dividend payments to City after 2012 — in addition {0 add’l property
taxes from new building of $620, 000

Projections indicate that, with requesled rates in Distribution commencing in
2012, dividend payment can continue in addition to increased property taxes

Outlook Summary

- based on:
o interest and dividends from Distribution,
o interest and dividends from Telecom,
o interest from Services, and
o interest and dividend payments totaling $2.545 million and City’s

estimated increased share of property taxes of $620,000

working capital increases slightly from 2009 to 2016

- it appears from the analysis that the dividend payment could be made in

addition to increased property taxes
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PUC INC. RESOLUTION

Agenda Item # 5.1 Date:__September 2, 2010
Moved by: /@4 z
Seconded by: ’
L
Resolution:

"That the Board approve
1} a budget of $ 22,180,000 for the construction of a new corporate
buitding.

2} arequest to the Shareholder for Shareholder approval to proceed
with the building.”

D/ Carried 0o Defeated al Deferred
v Referred (| Amended n Officially Read Not
Dealt With

AL 7

Chair

Action

O Chalr | PUC Inc, G
! President 0 PUC Telecom a
O Secretary O PUC Services (W]

O Treasurer O PUC Energies r




	PUC Distribution_cover letter
	PUC Distribution_IRR_20130206
	Appendix A - PUC Services Transfer Detals
	Appendix A
	Appendix A PUC Distribution _IRR_PUC Services Transfer Details_20130404

	Appendix B - Pole Testing Report
	Appendix b
	PUC Distribution_IRR_2012 PoleTesting Report_20130404

	Appendix C - Construction Agreement
	Appendix c
	PUC Distribution_IRR_Construction Agreement_20130404
	One
	Two
	Three


	Appendix D - FIT applicaiton summary
	Appendix D
	PUC Distribution_IRR_FIT Application Summary_20130404

	Appendix E - Injury-incident report
	Appendix e
	Appendix ERef-2-2-7-010_Injury-incident reports Fleet Repair

	Appendix F - RDI Full Absorption Cost Allocation
	Appendix F
	PUC Distribution_IRR_RDI Full Absorption Cost Allocation Report_20130404

	Appendix G - Successin Plan
	Appendix G
	PUC Distribution_IRR_Succession Plan_20130404

	Appendix H - Org Charts
	Appendix H
	PUC Distribution_IRR_Organizational Chart_20130404

	Appendix I - Management Agreements
	Appendix I
	PUC Distribution_IRR_ Management Agreements_20130404

	Appendix J - Vehicle Fumes
	Appendix J
	Ref-2-2-7-011_ Vehicle Garage fumes

	Appendix K - new position reports
	Appendix K
	appendix k reports

	Appendix L - Conversion Program by Station
	Appendix L
	Ref-2-2-7-002_Conversion program by station
	conversion program by station


	Appendix M - New Building Reports
	Appendix M
	app m reports


