Milton Hydro Distribution Inc.
EB-2015-0089

OPERATING EXPENSES
EXHIBIT 4

Page 1 of 83

Filed: August 28, 2015

1 EXHIBIT 4 — OPERATING EXPENSES

2

3 Table of Contents

4 L@ D o T 4

5 Impact of Overhead Capitalization Changes ..........coceiiiiiieiiiie s 6

6 (08 1 (ol U] F= U1 o] o SRR PSRRI 6

7 Salaries, Wages & BeneTilS. ..o 7

8 Inflation 0N NON-LabouUr IEEMS ........ooiiieiie e 8

9 PIOPEITY TAXES ..ttt b bt b e s e e st e e e s sb e e e anb e e e bb e e e beeeanes 8
10 ey T =T o [ o PR 9
11 TTEE THIMIMING c..veiteeteeteeee sttt et e e e st e et e e s e s te e seeseesteesseeseesseesseaneesseeseaneeanaesneeneenrens 9
12 Regulatory Application — ONe Time COSES......ccuiiiiiieiiiie e 9
13 Low—Income Assistance Program (“LEAP”) ... 10
14 SUMMARY AND COST DRIVERS ... 10
15 OMEA BUAGELING PIOCESS .....veiveeitieieeiesiee st iesiee et seeste e ssaestaesae s e steetessaesseesaeeneesreenseanes 10
16 OpPerating WOTK PIANS: ......oovieicie ettt raesaeebe e nreeneenes 11
17 Summary of Recoverable OME&A EXPENSES .....cc.coviiiiriiiieie ettt 12
18 COSE DIIVEN TADIES ...t 13
19 Summary Discussion of Cost Driver Material VarianCes..........cccocvevvvveeveeresieseesesieeseeseeens 14
20 RESOUICING ...ttt ettt b e bt b et se e b e e bt e st e sb e et e e bt e sb e e b e eneenbeenteaneenne e 15
21 ATz Lo [T ST PP PP PPRTPPPR 17
22 BENETIT COSTS ...ttt bbbttt bbbt 19
23 EMPloyee FULUIe BeNETITS......ccuiiieiee e et 20
24 SBIVICE LOCALES ... ittt ettt e bt e bttt b et e et b e be et e eneenbeenteenes 20
25 Customer Premise MaINTENANCE .........oouiiiiiiieieieie ettt 20
26 Y e T =T o [ o o PSPPSR 21
27 L0ad DISPALCRING ....eitiiieiie ettt a et nae e 21
28 B C=c 100 1T OSSR 21
29 [[o7=] (0] 41 F TSRO U PP UUTOPRTUPRUUPTOPRO 22
30 RENt — LAWSON RO ... .ottt sttt b e ne e sbeetesneenne e 22
31 Computer Services/Software MaiNtENANCE...........c.ccverierieeiieeie e 22

32 (000 0111 110 o PSPPSR 22



© 00 N o o B~ W N P

[
= O

e
w N

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

Milton Hydro Distribution Inc.
EB-2015-0089

OPERATING EXPENSES
EXHIBIT 4

Page 2 of 83

Filed: August 28, 2015

BUIAING MAINTENANCE ........eeiiieieiiesii et e e e te e beeaeeneesreeaeaneenneens 22
Maintenance Overhead & Underground............cooioueiieieiieneenieee e e 23
T U] P U0 VA O] £SO 23
OMG&A Cost per Customer and Full-Time Equivalent............ccccooveviiieiin i 23
Changes in OM&A expense in relation to change in capitalization policy..........cccccooevvennenne 24
PROGRAM DELIVERY COSTS WITH VARIANCE ANALYSIS ..., 24
Materiality TRIESNON..........oiieie e et nae e 24
Variance Analysis — OME&A PrOGIaAMS ......coeeieeieiieiieie e et stee e ee et sseesseseesreensesnes 26

®  OPEratioNS PrOQIAIMS .....cuveieiiieieeeeesieesteeseeseestesseesseessesseesseessesssesseeseesseesseessessensseensesses 26

®  MaiNtENANCE PrOGIAMS ...t iiieiiieieeiiesieeie e eeste st ste et e e sra e e e ste e e sneesteensesseenreeneenneas 27

e CUSLOMEr SEIVICE PrOQIaIMS ... .cviiiieiteeieesiesieesiesseesteessesseessaesesseesseessesseesseessessenssesnsesses 28

o AdMINISIIration PrOGramS .......ccoueiieiieireieseesiesie e este e ste e ee e esaesseesteensesseesreeneesnens 28
EMPLOYEE COMPENSATION, INCENTIVE PLAN EXPENSES, PENSION EXPENSE ......... 31
Annual Wages and Benefit INCIEASES .......ccuviveivereiie ettt 41
Shared Services/Corporate CoSt AHOCALION.........c.ccverieiieiieie e 46
SNAMBA SEIVICES ... .ottt b et bt e et b e et e et e e neenbe et enes 46
Milton Hydro Holdings INC. (“HOIAINGS™) ....cueiieiieie et 46
Milton Hydro DiStriDULION INC. ......ccvieieiieiece e 46
Services Provided t0 ATFIHALES ........ooviiiiieece e s 47
Reconciliation of Revenues from AFFIHAIES .........cccooviiiiiinii e, 51
Purchases of NON-AFFIlIate SEIVICES .........coiiiiiiiiiee s 51
(@ 4 Tc T ] o O 0] (PSPPSR 53
Cost OF SErvice APPIICALION ......cvi ettt ae e nreeaeenes 53
T U] P U0 VA O] £SO 53
Low-income Energy Assistance Program (LEAP) ..o 55
Charitable Donations and Political DONAtIONS............ccooiiiiiniiinieeee s 55
DEPRECIATION, AMORTIZATION AND DEPLETION ..o 55
OVBIVIBW ...ttt skttt ettt bt e bt e st h e ekt e s b e e b e eb e et e e bt e e bt et e e bt e eb e et e eneenbeeneeenes 55
Asset and Retirement OBIIgatioNS .........ccvciiiiriiee e e 65
Depreciation Practices - Useful Lives and Componentization ...........ccoccevveveeneninneenieseennnnn, 65
DEPreCIAION EXPEINSE ..o iveetieiieitie ittt sttt sttt b et se e st e e be s e st e e besneesbeenteaneenne e 68
TAXES AND PAYMENTS IN LIEU OF TAXES AND PROPERTY TAXES......cooiiiiiiiiees 74



Milton Hydro Distribution Inc.
EB-2015-0089

OPERATING EXPENSES
EXHIBIT 4

Page 3 of 83

Filed: August 28, 2015

PILS @Nd CAPITAl TAXES ...veiveeieiieiieesieeiesieesieeie s e steete st e s e e sae e e teeseesseessaessesseesteeneessaenseaneennens 74
LLOSS CaITY FOIWAITS ... ettt sttt ettt sse e b e e b e s e sbeentesneenne e 75
Other Additions and DEAUCTIONS. ........c.eiiiiiiiieieie ettt 75
LI R 1 =T [ TP PRSPPI 75
Non-recoverable and DiSallOWEd EXPENSES........cciviiiiierieiiiiienie ettt 75
Detailed TaxX CalCUIATIONS.........cviiiiiie e e 75
PIOPEITY TaXES ..iviieiiiie ittt ettt ettt ettt e e b e e sab e e e snb e e e nnbe e e nbbeeennneeabneens 76
INEEGIIEY CRECKS ... b et nne e 77
CONSERVATION AND DEMAND MANAGEMENT ("CDM") COSTS ...ccviiieieiiieeveiiee e 78
Lost Revenue Adjustment Mechanism ("LRAM™) for 2011-2014........cccccceveeiiiinieniieniennnn, 78
LRAM for pre-2011 CDM ACHIVITIES ......coiuiiieiieiiieie ettt 78
2 T3 (0 (011 o PRSP 78
LRAM Variance AcCOUNt (LRAMVA) ...t 80

ATTACHMENT 4-1
ATTACHMENT 4-2
ATTACHMENT 4-3
ATTACHMENT 4-4
ATTACHMENT 4-5
ATTACHMENT 4-6

BENEFIT PACKAGE

POST RETIREMENT VALUATION REPORT
PURCHASING POLICY

INCOME TAX PILS WORKFORM

MILTON HYDRO 2014 TAX RETURN

2013 OPA FINAL PROGRAM REPORT



© 0 N oo 0o B~ WNPE

[E=Y
o

11
12
13
14

15
16

17
18

19
20
21
22
23
24
25
26

Milton Hydro Distribution Inc.
EB-2015-0089

OPERATING EXPENSES
EXHIBIT 4

Page 4 of 83

Filed: August 28, 2015

OVERVIEW

In this EXHIBIT, the operating costs consist of the required expenditures necessary to maintain
and operate Milton Hydro’s distribution system assets, the costs associated with metering,
billing, collecting from its customers, the costs associated with ensuring all stakeholders safety
(public, employees etc.) and costs to maintain the distribution business service quality and
reliability standards in compliance with the Distribution System Code and other regulatory
bodies (IESO, Ministry of Energy, ESA etc.). Overall, these are on-going costs associated with
providing distribution services in alignment with customer’s expectations. Milton Hydro’s 2016

Test Year operating costs are $9,903,387 as summarized in Table 4-1 below.

Milton Hydro adopted the accounting changes for depreciation and capitalization policies
January 1, 2013, in accordance with the OEB’s letter dated July 17, 2012. Milton Hydro has
shown the impact of the expensing of overheads, beginning January 2013, that were previously

capitalized in order to present a normalized comparison between the years.

Table 4-1
Summary of OM&A Increases — 2011 OEB Approved to 2016 Test Year

Operation 876,809 794,422 972,346 1,853,447 | 2,040,211 | 2,374,628 | 2,477,284
Maintenance 1,019,951 | 1,260,827 | 1,237,774 | 1,697,522 961,416 1,226,470 | 1,257,528
Billing and Collections 1,818,688 | 1,660,292 | 1,805,605 | 1,912,502 | 2,071,191 | 2,288,854 | 2,194,699
Community Relations 10,679 5,020 3,260 11,752 19,679 19,755 20,071

Administrative and General Expenses| 2,573,873 | 2,676,202 | 2,743,007 | 2,960,750 | 3,451,400 | 4,143,433 | 3,953,806

Milton Hydro followed Canadian Generally Accepted Accounting Principles (CGAAP) in 2011,
2012, 2013 and 2014. In the 2013 and 2014 Historical Years, the basis for accounting continues
to be CGAAP, but with the inclusion of additional accounting changes in accordance with the

OEB'’s letter dated July 17, 2012 specifically relating to depreciation rates and capitalization
policies. For the 2013, 2014, 2015 Bridge Year and 2016 Test Year Milton Hydro is reporting
under Modified International Financial Reporting Standards (MIFRS”) or as it is sometimes
called Revised CGAAP. Milton Hydro may use these terms interchangeably as the accounting

changes made by Milton Hydro in 2013 and forward are the same, not changes other than
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relating to depreciation rates and the capitalization of overheads have been made under the
OEB's letter.

Milton Hydro’s 2016 Test Year operating OM&A costs are $9,903,387. Please refer to Table 4-2
for details on changes to OM&A costs since Milton Hydro’s last OEB approved cost of service
application in 2011 and the 2016 Test Year. The final column in Table 4-2 provides, for
information purposes, a reference to the Milton Hydro primary business objective(s) associated
with each OM&A cost category. The Milton Hydro strategic areas of focus are set out in

EXHIBIT 1 at page 19. Table 4-2 is intended to present significant changes only.

Table 4-2
2016 Test Year OM&A Expenditures

2011 Board Approved OM&A $ 6,300,000

Impact of Overhead Capitalization Policy Change on OM&A $ 1,455,845 All
Wages, Salaries, Progression and Benefits $ 1,006,771 All
Customer Premise & Service Locates $ 71,515 1,2,3,5
Billing & Collections $ 76,047 3,4,5
Load Dispatching/Control Room $ 150,000 1,2,4,5
Tree Trimming $ 358,783 1,2,4,5
Maintenance - Overhead/Underground/Transformers $ 169,832 1,2,3,5
Safety & Training $ 71,790 All
Meter Reading - Trillant/Olameter -$ 192,695 2,3,4,5
Finance/Board/Audit/Security $ 402,703 All
Regulatory Compliance $ 99,354 All
Admin/Senvice Centre -$ 66,558 All
2016 Test Year OM&A $ 9,903,387

11

12
13
14
15

16

17

grow.

The OM&A costs in the 2016 Test Year reflect the resourcing mix and investments required to
meet customer and broader public policy requirements. Without this resourcing and

investments, Milton Hydro will struggle to meet 2016 and future workload as it continues to
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Impact of Overhead Capitalization Changes

The inclusion of additional accounting changes in accordance with the Board’s letter dated July
17, 2012 which specifically relate to depreciation rates and capitalization policies, has resulted

in increased OM&A expenses. Milton Hydro adopted the changes effective 2013.

The overhead and depreciation changes are detailed in EXHIBIT 9 Deferral and Variance
Accounts. The overhead changes have been reproduced in Table 4-3 below, with the addition
of the budgeted 2016 Test Year impact of the Overhead Capitalization change.

Overheads previously capitalized are now required to be expensed, thus, OM&A costs are

increased.
Table 4-3
OM&A Overhead Capitalization Changes
Capitalized OM&A 2013 2014 2015 2016
Historical Year | Historical Year Bridge Year Test Year
Administration $ - $ - $ - $
Operation Costs $ 569,638 | $ 357,261 | $ 412,369 | $ 453,545
Operation -Fleet $ 149,698 | $ 252,480 | $ 182,520 | $ 201,636
Engineering Costs $ 160,939 | $ 155,028 | $ 213,302 | $ 168,326
Total Capitalized OM&A (A) $ 880,275 | $ 764,768 | $ 808,191 | $ 823,507

Calculation

Prior to January 1, 2013 the Engineering, Stores and Fleet costs were captured in USoA 9088,
9040 and 9070 respectively and then allocated to Capital and O&M accordingly. Based on the
balances in these USoA accounts for 2013, 2014, the 2015 Bridge Year and the 2016 Test Year
Milton Hydro was able to recalculated the amount that would have been charged to Capital in

order to complete the Table 4-3 above.

Under IFRS only directly attributable cost are capitalized from Engineering and Operations.

Administration department costs are not directly attributable and therefore are not capitalized.
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Material and Fleet Equipment Hours are charged to maintenance and capital Work Orders when
material is issued or vehicles/equipment is used. These costs are charged to Operating,

Recoverable and Capital Work Orders as directly attributable charges.

As can be seen in Table 4-2, the increase in OM&A from 2011 to the 2016 Test Year is
$3,603,387 of which $1,455,845 or 40% is the impact on OM&A due to the Overhead Policy
Change.

Salaries, Wages & Benefits

New provincial policy initiatives have been introduced between 2011 and 2015 resulting in
increased workloads and corresponding increases in OM&A. Some of these initiatives include
new service rules for low income customers such as the OESP, LEAP, the new RRFE with its
increased regulatory requirements, net metering requirements, microFIT set up and billing
requirements, renewable generator connection and settlement obligations, the introduction of
mandatory conservation targets, increased customer engagement requirements on local and
provincial industry issues, the introduction of regional planning and the ongoing facilitation of the
smart grid. Milton Hydro has willingly embraced these initiatives and worked hard to implement

them at minimal cost, without impacting customer service.

In 2015 Milton Hydro had two (2) retirements, a Line Supervisor and a Lead Hand Journeyman
Lineperson. Milton Hydro has replaced the Line Supervisor and has included in the 2015 Bridge

Year the replacement of the Lead Hand with a Journeyman Lineperson.

During the forecast period 2016 to 2020 Milton Hydro has ten (10) employees eligible for
retirement, eight (8) management and supervisors and two (2) union staff, one in engineering
and the other in the line department. Milton Hydro must manage these retirements in addition to
the staffing requirements resulting from the growth that the Town of Milton and therefore Milton

Hydro is experiencing.

Milton Hydro has increased its staffing compliment by an average 2.5 full time equivalent
employees each year over the period 2011 to 2014. Over this same period Milton Hydro had
maintained an average of 667 customers served per employee and an average annual growth

of 1,157 metered customers.
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Milton Hydro’s unionized and non-unionized staff has received an average annual increase of
2.71% over the 2011-2014 period. The union staff increases are within industry norms and
governed by a collective agreement. Annual pay increases for non-union and management
employees are determined by Milton Hydro’s Board of Directors Compensation Committee and
generally follow the negotiated rates for unionized staff. The operation of a safe, efficient and
reliable distribution system and the success of the business are based on the quality, expertise
and dedication of staff. The majority of the change in benefit costs over this period is a result
of increased total OMERS contribution costs. Total OMERS contribution costs have increased
by $272,350 or 95% above the 2011 OEB approved amount of $286,614 to the 2016 Test Year
value of $558,964. These changes contribute to the increase of $1,006,771 in wages, salaries
and benefits from 2011 OEB Approved to the 2016 Test Year in salaries, wages and benefits

charged to OM&A programs as shown in Table 4-2 above.

Inflation on Non-Labour Iltems

Milton Hydro has calculated the Inflation on Non-Labour items based on an inflation rate of 2%
unless the expense increase could be specifically identified. The 2% value is less than the range
of rates set out in the TD Quarterly Economic Forecast, September 25, 2014 as shown the

following Table 4-4.

Table 4-4

Inflation Factors

GLOBAL ECONOMIC OUTLOOK
Annual per cent change unless otherwise indicated
2013 Share* Forecast
Real GDP (%)] 2013 [ 2014 | 2015 | 2016

World 999 31 | 31 35 37
North America 23.2| 2.1 2.2 3.0 2.8
United States 19.3| 2.2 2.2 3.0 2.7
Canada 18| 20 | 24 27 24
Mexico 21] 11 2.7 3.6 3.9

Property Taxes

Milton Hydro’s property tax on its substation properties and storage yard totaled $47,483 in
2014 and Milton Hydro paid $50,749 in the last quarter of 2014 for the new Service Centre and
Administration building which was purchased in September 2014. Property taxes for the 2015
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Bridge Year and the 2016 Test Year are estimated to be $200,000 and $207,000 respectively.

Milton Hydro allocates property taxes to the related OM&A account applicable to the charge.

Property taxes are derived through an assessed value of each property and include a municipal,

regional and school assessed charge.

Meter Reading

Meter reading costs for the 2016 Test Year have decreased as Milton Hydro will take over the
Automated Metering Infrastructure (“AMI”) for smart meters effective December 31, 2015. The
savings in Meter Reading will be partially offset by the hiring of an AMI Operator and a

support/maintenance agreement with Trilliant.

Tree Trimming

Milton Hydro experience three severe weather related storms in 2013 that resulted in lengthy
power outages due to downed trees and branches. Milton Hydro held a town hall meeting with
those customers impacted by one of the storms and in response to customer concerns
regarding future outages, Milton Hydro increased its vegetation management program in 2014,

and this increase carries forward into the 2015 Bridge Year and the 2016 Test Year.

Regulatory Application — One Time Costs

Regulatory demands continue to increase with the increase in reporting, ensuring compliance in
a complex environment and the completion of annual Incentive Rate Mechanism filings
and Cost of Service Applications. The OEB’s Filing Requirements for the 2016 Cost of
Service application are quite different and much more complex than those experienced in 2011.
The new Filing Requirements now involve a level of expertise that many distributors, including
Milton Hydro, do not have. Milton Hydro has required consultants to prepare and assist in the
engagement of customers to determine customer satisfaction with service, the value of the Rate
Application and what customers perceive as needing improvement. The need to engage the
expertise of consultants includes assisting in documentation and preparation of OEB mandated
schedules and working papers and to review Application Exhibits to ensure compliance with the

filing guidelines and checklists. A Cost of Service Application now requires the development and
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inclusion of a comprehensive Distribution System Plan (“DSP”). The time and costs required to

prepare an Application has increased significantly.

Milton Hydro has estimated the cost of preparing its cost of service application, exclusive of
internal staff time, to be $615,800 compared to the 2011 OEB approved costs for preparing the
2011 Cost of Service Application of $224,500. This one-time cost includes consultants, legal
expenses, intervenor cost awards, OEB staff & facilitator costs, hearing costs and engineering
costs for the review of Milton Hydro’s DSP. In addition, Milton Hydro is required to undertake the
OEB mandatory Customer Satisfaction and Engagement surveys at a cost in the amount of
$79,000 which are amortized over two years. Milton Hydro has amortized the costs related to its
2016 COS Application over five years, this Cost of Service year and four IRM years and the
Customer Engagement costs over two years for a total cost in the amount of $162,660 included
in the 2016 Test Year OM&A for recovery. Details are provided in the Regulatory Section of this
EXHIBIT and Table 4-32, Board Appendix 2-M.

Low—Income Assistance Program (“LEAP”)

Milton Hydro has included $22,800 for LEAP funding in its OM&A. At the time of preparing this
EXHIBIT the final Distribution Revenue Requirement was not known.  Milton Hydro
acknowledges that this amount of LEAP funding is dependent on Milton Hydro's final

Distribution Revenue Requirement times 0.12%.

SUMMARY AND COST DRIVERS

OM&A Budgeting Process

In managing its distribution system assets and operations, Milton Hydro’s main objective is to
optimize performance of the assets at a reasonable cost with due regard for system reliability,
safety, and customer service expectations. Milton Hydro is committed to providing its
customers with an economical, safe, reliable supply of electricity and helping the Town of Milton
become an energy efficient community. Milton Hydro’s DSP and Asset Management Plan,

which set out Milton Hydro’s processes for determining the necessary distribution system
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operations and maintenance to ensure safe, reliable delivery of electricity to its customers, is

included in EXHIBIT 2 as Attachment 2-1, filed separately.

The Operating Budget process at Milton Hydro is an integral planning tool and ensures that
appropriate resources are available to maintain and grow its capital infrastructure. It is the
responsibility of each department to contribute in the preparation of the Capital and Operating
budget with the assistance of the Finance department. The responsibility of the Finance
department is to coordinate the capital budget and forecast process and present a preliminary
Operating budget to the President & CEO for approval. Once the preliminary Operating budget
has been approved by the President & CEO has a Budget meeting with its Board of Directors
where the preliminary budget is presented for review. Amendments are made to the budget and

presented to the Board at its next board meeting for approval

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

rather provide a plan against which actual results may be evaluated.

The operating budget is an integral component of the overall budget process described in
EXHIBIT 1.

Operating Work plans:

Each Department Supervisor/Director provides input for the preparation of the budget. The

following directives are provided:

e All department budgets are built to identify resources, including labour, vehicles,
materials and other third party costs that are required to execute the work plans. This
approach ensures that budgets are developed based on the actual work planned for the
budget year to ensure that budgets are as accurate as possible. Except for labour costs,
which are governed by a Collective Agreement, only those expenses that cannot be

readily identified are adjusted by the inflation factor;

o Staffing increases are proposed annually by each department and are reviewed by the

management team prior to being presented to the Board;
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e The Finance Department prepares a total labor budget by department using projected
headcount, wage and benefit costs. Emergency overtime projections are based on

previous years’ experience;

e The budget is reviewed by the Vice President of Finance and the President and CEO.
Work plans and any significant variances in spending are discussed with the

Supervisor/Director of each department; and

e Significant variances in spending from prior years are explained and documented and

provided to the Board of Directors;

A draft budget is presented to the Board at its annual Budget meeting. At that time the Board
thoroughly reviews the preliminary budget and management’s plans for the upcoming year. Any
changes are made in advance of the next Board meeting where the revised budget is

recommended to the Board of Directors for approval;

Summary of Recoverable OM&A Expenses

Milton Hydro follows the OEB’s Accounting Procedures Handbook (the “APH") in distinguishing
work performed between operations and maintenance. A summary of Milton Hydro’'s OM&A
expenses for the 2011 Board Approved, 2011 Actual, 2012 Actual, 2013 Actual, 2014 Actual,
2015 Bridge Year and the 2016 Test Year, is provided in Table 4-7, Board Appendix 2-JA.
Milton Hydro is proposing to recover these costs through distribution rates of the 2016 Test

Year.

Table 4-7
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(2014 Actuals vs. 2011 Actuals)

Last Rebasing Last Rebasing .
Year (2011 Board-| Year (2011 | 2012 Actuals | 2013 Actuals | 2014 Actuals | 2015 Bridge | 2016 Test
Year Year
Approved) Actuals)
Reporting Basis CGAAP CGAAP CGAAP MIFRS MIFRS MIFRS MIFRS
Operations $ 876,809 | $ 794,422 | $ 972,346 |$ 1,853,447 |$ 2,040,211 [$ 2,351,977 |$ 2,456,704
Maintenance $ 1,019,951 | $ 1,260,827 | $ 1,237,774 | $ 1,697,522 | $ 961,416 |$ 1,249,121 |$ 1,278,108
SubTotal $ 1,896,760 | $ 2,055,249 [ $ 2,210,120 [$ 3,550,969 |$ 3,001,627 [$ 3,601,098 |$ 3,734,812
- .
9%Change (year over year) S 16.5% 72.8% -15.5% 20.0% 3.7%
%Change (Test Year vs
. 81.7%
Last Rebasing Year - Actual)
Billing and Collecting $ 1,818,688 | $ 1,660,292 [ $ 1,805,605 |$ 1,912502 |$ 2,071,191 |$ 2,288,854 |$ 2,194,699
Community Relations $ 10,679 | $ 5,020 [ $ 3,260 | $ 11,752 | $ 19,679 | $ 19,755 [ $ 20,071
Administrative and General $ 2,573,873 | $ 2,676,202 [ $ 2,743,007 |$ 2,779,927 | $ 3,451,400 |$ 4,143,434 |$ 3,953,806
SubTotal $ 4,403,240 | $ 4,341,514 | $ 4551872 |$ 4,704,181 [$ 5542270 |$ 6,452,043 |$ 6,168,575
] |
%Change (year over year) RSSSSSSSTaaass 3.4% 8.4% 17.8% 16.4% -4.4%
%Change (Test Year vs 42 1%
Last Rebasing Year - Actual) P
Total $ 6,300,000 | $ 6,396,763 | $ 6,761,992 |$ 8,255,150 |$ 8,543,897 |$ 10,053,141 | $ 9,903,388
= 3
%Change (year over year) T T T T hHy 7.3%] 29.1%| 3.5%] 17.7% -15%
Last Rebasing Year | Last Rebasing .
(2011 Board- Year (2011 2012 Actuals | 2013 Actuals | 2014 Actuals | 20t Bridge [ 2016 Test
Year Year
Approved) Actuals)
Operations $ 876,809 | $ 794,422 | $ 972,346 |$ 1,853,447 |$ 2,040,211 |$ 2,351,977 [$ 2,456,704
Maintenance $ 1,019,951 | $ 1,260,827 [ $ 1,237,774 |$ 1,697,522 | $ 961,416 |$ 1,249,121 ($ 1,278,108
Billing and Collecting $ 1,818,688 | $ 1,660,292 [ $ 1,805,605 |$ 1,912,502 |$ 2,071,191 |$ 2,288,854 [$ 2,194,699
Community Relations $ 10,679 | $ 5,020 | $ 3,260 | $ 11,752 | $ 19,679 | $ 19,755 | $ 20,071
Administrative and General $ 2,573,873 | $ 2,676,202 | $ 2,743,007 [$ 2,779,927 |$ 3,451,400 [$ 4,143,434 |$ 3,953,806
Total $ 6,300,000 | $ 6,396,763 | $ 6,761,992 [$ 8,255,150 | $ 8,543,897 [$ 10,053,141 |$ 9,903,388
| ]
%Change (year over year) _ O, STSSSaasas 7.3% 29.1% 35% 17.7% -1.5%
Variance
Last Rebasing Year | Last Rebasing Variance 2011 Variance 2012 Variance 2013 2014 2015 Brid Variance 2015 2016 Test Variance
(2011 Board- Year (2011 BA- 2011 2012 Actuals | Actualsto | 2013 Actuals | Actualsto | 2014 Actuals | Actuals vs. v "1d9€ 1 Bridge vs v €St 12016 Test vs.
Approved) Actuals) Actuals 2011 Actuals 2012 Actuals 2013 ear 2014 Actuals ear 2015 Bridge
Actuals
Operations $ 876,809 | $ 794422 | $ 82,387 [$ 972,346 | $ 177,924 |$ 1,853447 |$ 881,101 [$ 2,040,211 [$ 186,764 [$ 2351977 |$ 311,766 | $2,456,704 [ $ 104,727
ce $ 1,019,951 | $ 1,260,827 [-$ 240,876 | $ 1,237,774 |-$ 23,053 [$ 1697522 ($ 459,748 | $ 961,416 |-$ 736,106 |$ 1,249,121 [ $ 287,705 | $1,278,108 [ $ 28,987
Billing and Collecting 1,818,688 1,660,292 [$ 158,396 [$ 1,805,605 [$ 145313 |$ 1,912,502 | $ 106,897 2,071,191 [$ 158,689 2,288,854 | $ 217,664 | $2,194,699 [-$ 94,156
Community Relations 10,679 5,020 |$ 5,659 |$ 3,260 |-$ 1,760 | $ 11,752 [ $ 8,492 19,679 | $ 7,927 19,755 | $ 76|$ 20,071 |% 316
Administrative and General 2,573,873 2,676,202 |-$ 102,329 [$ 2,743,007 [ $ 66,805 |$ 2,779,927 | $ 36,920 3,451,400 [$ 671,473 4,143,434 | $ 692,034 | $ 3,953,806 [-$ 189,628
Total OM&A Expenses 6,300,000 6,396,763 |-$ 96,763 [$ 6,761,992 [ $ 365229 [$ 8,255,150 [$ 1,493,158 8,543,897 [$ 288,747 10,053,141 | $ 1,509,244 | $9,903,388 [-$ 149,753
‘Adjustments for Total non-
recoverable items (from
Appendices 2-JA and 2-JB)
Ig‘p:InR:ec:verable OM&A $ 6,300,000 | $ 6,396,763 |-$ 96,763 |$ 6,761,992 | $ 365229 [$ 8255150 [$ 10493158 $ 8,543,897 [$ 288,747 [$ 10,053,141 |$ 1,509,244 [ $9,903,388 |-$ 149,753
Variance from previous year S 365,229 $_ 1493158 $ 288,747 § 1,797,991 $ (149,753)
Percent change (year over year) 6% 22% 3% 21% 1%
Percent Change:
Test year vs. Most Current Actual a3
Simple average of %variance for
all years 54.82% 10.2%)
‘Compound Annual Growth Rate for 019
all years i
Compound Growth Rate 7.50%

Cost Driver Tables

The following is a description of the primary drivers that have influenced the increase in Milton

Hydro’s OM&A expenditures from 2011, when Milton Hydro last rebased up to and including the
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2016 Test Year. Each driver is summarized by its net change year over year. Milton Hydro has

provided comments on those variances of $90,000 or greater.

Table 4-8, Board Appendix 2-JB provides a list of the cost drivers that affected OM&A year over
year spending based on a materiality threshold or where the cost driver is common or recurring
expenditures that has impacted multiple years. The OM&A opening balance for the last
Rebasing Year of $6,300,000 is the OEB approved OM&A from Milton Hydro’s 2011 Cost of
Service Application.

Table 4-8
Cost Driver Table — Appendix 2-JB

Reporting Basis CGAAP CGAAP MIFRS MIFRS MIFRS MIFRS
Opening Balance $ 6,300,000 | $ 6,396,763 | $ 6,761,992 | $ 8,435,973 | $ 8,543,897 | $ 10,053,141 ]
Wages, Salaries, Progressions and Benefits - 43,832 242,907 |- 156,525 232,457 467,949 211,865
Employee Future Benefits 47,965 |- 3,350 |- 20,578 10,906 |- 19,836 627
Incentive Plan - 35,879 23,507 34,392 |- 6,918 6,202 16,360
Management Fees - 14,867 |- 23,557 7,799 |- 11,283 35,115 5,346
Board of Directors Stiipends & Expenses 39,228 38,534 6,004 13,740 6,172 5,999

Customer Focus Drivers

Senvice Locates (110,122) 11,991 9,269 54,926 7,838 12,000
Customer Premise Maintenance 63,466 (5,887) (59,220) 91,531 (4,277)

Monthly Billing (8,151) (3,800) (2,735) (11,504) 11,792 5,530
Postage (11,736) 23,032 7,653 17,731 6,916 11,720
Training Seminars (6,909) (18,136) 31,607 16,397 (2,145) (21,446)
Meter Reading - Trillant/Olameter (42,827) (24,197) 43,773 (5,585) 5,001 (168,860)
Bad debts (17,876) 13,417 34,378 820 (23,740) 22,600
Operational Effectiveness Drivers

Audit/Legal 5,990 16,264 1,440 46,554 (17,378) (20,000)
Bank Charges 3,991 146 3,448 3,533 33,648 1,331
Meter Maintenance 27,891 (722) 74,396 (13,375) 15,550 (32,280)
Pole Maintenance 31,638 52,494 10,251 (11,724) (78,468) 3,876
Transformer Station - operating & maintenance costs (23,733) 52,358 (55,643) (9,291) 25,355 33,887
Load Dispatching 6,884 149,617 (6,501
Tree Trimming 245,862 (68,565) (34,198) 157,983 47,163 10,538
Ice Storm 2013 500,000 (1,000,000) 500,000

Rent at 8069 Lawson (6,139) 45,167 4,019 (32,743) (30,694) (328,664)
Computer Senices/Software Maintenance (9,554) 125,166 9,279 51,343 (9,258) 12,083
Security Audit 6,000 (19,000) 43,100 (23,100) -
Consulting -Safety Team "7" - Springboard Senices 65,000 3,866 3,556
Consulting -Financial System Upgrade 28,000 150,000 (150,000)
Building maintenance/taxes 43,333 (18,272) 7,734 109,017 160,054 (19,370)
Maintenance of OH & UG conductors (41,271) 20,653 (34,186) 177,161 (81,415) 29,573
Maintenance of Line Transformers 5,010 (71,635) (10,638) 61,846 (47,450) 8,984
Public Policy Drivers

Regulatory costs' (662) (52,217) (5,333) 26,913 (15,607) 146,260
Impact of Overhead Capitalization Policy Change on OM&A 1,273,132 (11,627) (40,035) 234,375
Other (44,053) (16,069) 13,463 6,132 270,409 (179,143)
Closing Balance $ 6,396,763 | $ 6,761,992 [ $ 8,435,973 [ $ 8,543,897 [$ 10,053,141 $ 9,903,387

Summary Discussion of Cost Driver Material Variances

Milton Hydro has provided explanations below for the material variances in the OM&A Cost
Driver Table above by OM&A category. Milton Hydro’s materiality is $90,000 as discussed in
EXHIBIT 1.
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Milton Hydro has included the impacts of the accounting changes related to the capitalization of
overheads as per the OEB letter dated July 17, 2012. Milton Hydro adopted the changes

effective January 1, 2013. Table 4-8 above sets out the overhead charges.

The changes in year over year employee compensation in OM&A is a result of increases in
employee compensation including wages and benefits, resourcing required to deliver OM&A
programs and changes in the allocation of labour hours between OM&A and capital programs

as a result of differing annual demands.

Resourcing

Every year there are challenges that require resourcing adjustments to deliver OM&A programs.
Milton Hydro has been very lean in previous years serving an average of 667 customers per

employee while experiencing unprecedented growth.

In general Milton Hydro has experienced increased demand for services around customer

engagement, growth and the implementation of government programs.

A number of provincial policy initiatives including amendments to customer service rules,
especially around low income, connection and settlement of renewable MicroFIT and larger
generators, smart grid development, and the increased support for conservation programs have
all created incremental workloads for the utility. MicroFIT customers alone require the attention
of a clerk simply to manage the increasing number of installations, contract assignments,

payment assignments and aggregators.

The Renewed Regulatory Framework has increase the expectations required from distributors
with increased requirements for the level of detail mandated for COS Applications, Scorecard
reporting and RRR filings, mandatory customer engagement and smart grid development all

require resources to implement and maintain.

For the most part Milton Hydro has been able to handle this increased workload through

efficiency improvements, cross training and prioritization of work activities.

Milton Hydro’s 2011 OEB approved complement of staff was 49. Milton Hydro operated with 46

employees. Over the 2012 to 2014 actual period, Milton Hydro has hired an average of 2.5 new
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employees per year from 2011 to 2014 and plans to hire six new employees during the 2015
Bridge Year and three in the 2016 Test Year. The following Table 4-9 provides the change in

the staffing levels by department. Following the table is the explanation for the changes.

Table 4-9
Change in Staffing Levels by Department

Executive 3 3 3 1 4

Financial Services 7 5 1 6 6

Customer Service Representatives 10 11 3 -3 11 2 -2 11 -1 11 -1 12

12

N e |w|r
[
o

Engineering/Operations 13 11 11 2 -2 11 -2 11 11 1

12

Information Technology 2 2 1 -1 2 1 3 3

Metering 3 4 4 4 4

(SN FSN SN P KN P
AN

Outside Lines People 11 10 4 -2 12 1 -1 12 3 -1 14

15

Change in Employees 9 -6 7 -5 10 -7 8 -4 3

Net Change in # Employees 3 2 3 4 3

Total Employees 49 46 49 51 54 58

61

% increase yr over yr -6.1% 6.5% 4.1% 5.9% 7.4% 5.2%
% increase Test Yr over 2011 COS 24.5%

In 2011, Milton Hydro hired a Customer Service Clerk to meet its growth demand and one
additional metering apprentice. The two P&C positions for Operations were not hired partially
as a means of meeting the OM&A reduction agreed to in the 2011 settlement conference but

also to provide Milton Hydro the time to investigate its control room requirements.

In 2012, Milton Hydro hired an additional Accounting Clerk and four line personnel. The four
new line personnel enable Milton Hydro to replace two that left and add two apprentices to train

and replace two line persons eligible to retire in 2015.

In 2013, Milton Hydro hired an Engineering Technician due to a steady increase in the number
of projects related to municipal road infrastructure upgrades and overhead/ underground system
design. An IT System Analyst was hired to maintain Milton Hydro’s IT systems, system security

and address “helpdesk” inquiries from staff.

In 2014, Milton Hydro hired an additional Customer Service/Billing Clerk due to the customer
work requirements from customer growth. An Engineering Technician was hired to prepare
construction drawings using AutoCAD, systems design and to work with developers, customers
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and the Town of Milton and Region of Halton. Two line personnel were hired due to the

increase in work requirements.

During the 2015 Bridge Year Milton Hydro will hire a Communication Specialist in response to
customer concerns on the lack of communication expressed during Milton Hydro's customer
engagement activities. Milton Hydro will hire an IT Network Administrator who will be
responsible for the administrative and operational support to ensure the optimal performance of
the network including Milton Hydro's WiMax network. Milton Hydro will also hire an AMI
Operator as its contract for AMI services expires on December 31, 2015 and Milton Hydro will

assume responsibility for the AMI system in-house at the end of the 2015 Bridge Year.

In the 2016 Test Year, Milton Hydro is planning on hiring a Human Resource Specialist, an

Engineering Technician and an additional Journeyman Lineman.

Wages

Milton Hydro’s overall compensation for all employees is designed to be competitive and
equitable in order to attract and retain qualified personnel in an industry that is facing an aging
workforce and a great deal on competition for skilled resources. The compensation package
includes a base wage and benefits package. Milton Hydro’s workforce is comprised of both
unionized and non-unionized management employees. In 2014 approximately 63% of Milton

Hydro’s workforce was unionized.

For more information about compensation please refer to the Compensation section of this
EXHIBIT.

Milton Hydro’s collective agreement with unionized staff provides for annual payroll increases
and employee step progressions. Labour rates and benefits are adjusted annually based on
negotiated percentages in accordance with the collective agreement. Milton Hydro’s current
collective agreement covers a four year period and expires on December 31, 2016. Wages and
benefits are a result of a collaborative and negotiated process, based on factors such as recent

settlements in the LDC sector including neighbouring LDC'’s.

Each job classification at Milton Hydro has a job description and a wage rate progression scale

that increases from a base rate to a maximum rate. Milton Hydro utilizes the industry standard
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Hay system to evaluate positions and to develop pay structures. A joint management/union
team uses a defined process to determine overall job rating. Pay Equity Maintenance is
performed on a regular basis; the last agreement was signed with the Power Workers’ Union in

April 2011.

The Compensation/Human Resources Committee annually approves all pay increases for non-
union and management employees. The increase is based on inflationary adjustment along
with progression adjustment within the salary grade based on merit. Salary grades were
developed by the Compensation/Human Resources Committee in 2011 in reference to the
MEARIE Survey. The Committee recommends annual increases for non-union and

management employees to the Board for approval.

Management staff receives an incentive pay after the annual audit has been completed. These
payments are based on financial performance, safety achievements, customer service surveys,
implementation of cost saving initiatives and completion of work programs that are incremental
to normal operations but important for the business to achieve its corporate objectives. Total

amounts paid out each year are well below the materiality threshold.

A summary of wage increases from 2011 Actual to 2016 Test Year union wage increases and
the non-union wage increases for the 2011 to 2014 Actual and the 2015 Bridge Year and the
2016 Test Year are provided in Table 4-10 below

Table 4-10

Summary of Wage Increases by Year
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January 1, 2011 2.75% 3.00%
April 1, 2011 0.25% 2.94%

April 1, 2011 - Lineman* 25 cents

January 1, 2012 2.75% 2.80%
April 1, 2012 0.25% 2.94%

April 1, 2012 - Lineman* 25 cents

January 1, 2013 2.60% 2.60% 2.60%
January 1, 2013 - Lineman* 10 cents

January 1, 2014 1.50% 2.60%
July 1, 2014 1.10% 2.34%

July 1, 2014 - Lineman* 10 cents

January 1, 2015 1.50% 2.50%
July 1, 2015 1.20% 2.41%

July 1, 2015 - Lineman* 10 cents

January 1, 2016 1.50% 2.40%
July 1, 2016 1.20% 2.41%

July 1, 2016- Lineman* 10 cents

* Market Adjustment

Benefit Costs

Please refer to the Employee Compensation section of this EXHIBIT and Table 4-26 for further
details on benefit cost changes. Increases in benefit and pension costs are primarily due to
increases in OMERS pension expenses. Pension contributions have increased due to the 2009
economic downturn which resulted in a funding deficit in the OMERS pension plan as well as
additional OMERS administrative cost for staffing levels to meet operational demands. To
eliminate the funding deficit, OMERS introduced contribution increases for both the employee
and employer portion. Please refer to the following Table 4-11 for a summary of OMERS

contribution changes.

Table 4-11
OMERS Rate Increases by Year
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2011 48,300 7.40% 10.70%
2012 50,100 8.30% 12.80%
2013 51,100 9.00% 14.60%
2014 52,500 9.00% 14.60%
2015 53,600 9.00% 14.60%
2016 51,700 9.00% 14.60%

Effective September 1, 2012, Milton Hydro signed an agreement with Green Shield Canada for
an Administrative Services Only (ASO) contract which means that Milton Hydro’s cost are based
on actual claims plus an established administration fee (ie. self-insuring). The most recent
annual experience report for Extended Healthcare and Dental benefits held with Green Shield
Canada for the period covered June 2014 to May 2015, estimates the surplus at May 31, 2015
to be $23,505. Although these funds are available for withdrawal, Milton Hydro will keep the
monies in the plan to offset any unforeseeable increase in benefits in the upcoming year.

Employee Future Benefits

Benefits fluctuate based on the results of third party actuarial valuations. Please refer to the
Employee Compensation section of this exhibit and Table 4-26 for further details on Employee
Future Benefit cost changes.

Service Locates

The 2011 Actual costs for service locates is lower than the 2011 OEB approved by $110,122.
Milton Hydro’s 2011 forecast was for 6,790 locates, while the actual number of locates
performed was 5,085 accounting for $90,000 in reduced contract costs. The remaining variance

is a reduction in Milton Hydro’s labour and vehicle costs.

Customer Premise Maintenance

Customer premise maintenance costs increased in 2014 by $91,531. These costs include field
responses to customer calls not captured as part of distinct event (such as major storm). As a
result these calls are driven by customers and third parties and includes items such as after-
hours no power calls, voltage complaints, service upgrades and third party related site
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visits. These costs fluctuate as reactive responses and customer demand work
fluctuate. Commencing in 2016 Milton Hydro will be capturing these costs in more detailed

accounts to gather more granular information for process management purposes.

Meter Reading

Meter reading costs will decrease in the 2016 Test Year by ($168,860). Milton Hydro will bring
the AMI meter system in-house January 1, 2016 as the contract with Trilliant for this service
ends December 31, 2015. The savings in Meter Reading will be partially offset by the hiring of

an AMI Operator and a support/maintenance agreement with Trilliant.

Load Dispatching

In 2011 and 2012 Milton Hydro was planning on setting up its own control room, purchasing
computer equipment and hiring two Protection and Control staff operate the day time control
room. Milton Hydro deferred this decision in order to review alternatives such as technologies
and outsourcing as a means of saving on the costs of staffing and managing an in-house control
room. Milton Hydro entered into discussions with Guelph Hydro in 2014 and subsequently
contracted with Guelph Hydro for the provision of control room services beginning in the 2015

Bridge Year which accounts for the increase in the cost driver of $149,617.

Tree Trimming

Milton Hydro increased its actual tree trimming area into the rural part of its service area in 2011
accounting for the increase of $245,862 over the 2011 OEB approved amount. In early 2014
Milton Hydro’s tree trimming cost increased by $157,983 due to the December 2013 ice storm.
Milton Hydro has increased its tree trimming costs going forward in response to concerns
expressed by customers in the rural service area during a “Town Hall” meeting initiated by
Milton Hydro after an earlier storm in 2013 caused significant damage to both Milton Hydro’s
plant and customer owned equipment. Milton Hydro experienced three severe weather related
storms in 2013 that resulted in significant outages due to trees and tree limbs damaging
overhead distribution plant. Milton Hydro also approved a change to its tree trimming
specifications in May 2014 in response to the number of outages and concerns expressed by

customers.
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Ice Storm

Near the end of December 2013 a devastating ice storm caused severe damage to Southern
Ontario. Milton Hydro file a Z-Factor Application for recovery of $935,000 in ice storm related
damage. In discussions with its external auditors Milton Hydro agreed to include a $500,000
provision in its 2013 Financial Statements in the event that the Z-Factor Application was not
approved. The Application was subsequently approved and Milton Hydro reversed the provision
in 2014 which resulted in the $1,000,000 reduction in the year over year cost driver for 2014 and
the $500,000 year over year cost driver in the 2015 Bridge Year.

Rent — Lawson Road

Milton Hydro will no longer pay rent at its current premises as the new Service Centre and
Administration building will be complete with an expected occupancy date of December 2015.
This reduction of $328,664 is reflected in the cost driver reduction in the 2016 Test Year.

Computer Services/Software Maintenance

In 2012 computer services/software maintenance costs increased by $125,166 due to a CIS
upgrade and the contracting of services for smart meter assistance and the associated software

maintenance contract.

Consulting

In 2015 Milton Hydro is updating its Financial system and implementing a new Work Order
Management system incorporating work requests, work orders, job costing and fixed asset
updating for the purpose of integrating its processes into the financial accounting system. The
consulting costs incorporate a complete review of Milton Hydro’s processes, configuration

requirements and training. There is no charge for the actual software version upgrade.

Building Maintenance

Building maintenance costs increased in 2014 and in the 2015 Bridge Year due to the additional
property taxes on the new Service Centre and Administration building purchased in 2014. The
2014 property taxes were $50,749 and estimated at $200,000 for the 2015 Bridge Year.
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Maintenance Overhead & Underground

The cost drivers for maintenance of overhead and underground conductor in 2014 increased
significantly over 2013 primarily due to continued overhead maintenance, repairs and clean up
in January 2014 after the December 2013 ice storm. This overhead work was carried out by
Milton Hydro’s own crews and includes regular hours and overtime hours of work. This cost

was not included in Milton Hydro’s Z-Factor Application.

Regulatory Costs

The increase in regulatory costs in the 2016 Test Year is primarily due to one fifth (1/5") of the
expected costs for preparing and defending this Application and paying OEB and intervenor

costs related to the Application.

OM&A Cost per Customer and Full-Time Equivalent

Included in Table 4-12, Board Appendix 2-L is a summary of the OM&A Cost per Customer and
per Full-Time Equivalent (FTE). The FTEs agree to the numbers shown in Table 4-14 in the
Compensation Section below. The number of customers is based on the annual average for
each rate class of metered customers. The number of FTEs is the average for each of the

years.

Table 4-12
Appendix 2-L Recoverable OM&A Cost per Customer and per FTE
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Last Rebasing Last Rebasing

Year - 2011- Board | Year - 2011- | 2012 Actuals | 2013 Actuals | 2014 Actuals 201?(';:;’99 2016 Test Year
Approved Actual

Reporting Basis CGAAP CGAAP CGAAP MIFRS MIFRS MIFRS MIFRS
Number of Customers 2* 30,461 29,814 31,405 33,199 34,592 35,649
Total Recoverable OM&A
from Appendix 2-JB $ 6,300,000 | $ 6,396,763 |$ 6,761,992 |$ 8435973 [$ 8,543,807 | $ 10,053,141 [ $ 9,903,387
OM&A cost per customer $ 206.82 | $ 214.56 | $ 215.32 | $ 254.11 | $ 246.99 | $ 282.00 | $
Number of FTEs ** 49 46 48 52 52 59
Customers/FTEs 621.65 648.12 654.26 638.43 665.23 604.22
OM&A Cost per FTE 128,571.43 139,060.06 140,874.83 162,230.25 164,305.71 | 170,392.22 161,030.68

Changes in OM&A expense in relation to change in capitalization policy

Milton Hydro’s capitalization policy changed in response to the OEB’s letter of July 17, 2012
requiring the overhead capitalization changes. Milton Hydro implemented the changes January
1, 2013. Milton Hydro’s auditors have reviewed and accepted Milton Hydro’'s capitalization
methods. A detailed description of Milton Hydro’'s overhead and capitalization policies can be
found in EXHIBIT 2 together with Board Appendix 2-D.

PROGRAM DELIVERY COSTS WITH VARIANCE ANALYSIS

Materiality Threshold

In accordance with Chapter 2 of the Filing Requirements, an applicant must provide justification
for changes from year to year to its rate base, capital expenditures and OM&A spending above
a materiality threshold. Milton Hydro’s materiality threshold is calculated as 0.5% of proposed
distribution revenue requirements for distributors with a revenue requirement of greater than
$10 million and less than or equal to $200 million. As discussed in EXHIBIT 1-Table 1-26, Milton
Hydro calculated its materiality threshold based on an estimated Base Revenue Requirement of
$18,800,000 which resulted in a materiality level of $94,000 and Milton Hydro elected to use
$90,000. Milton Hydro’s actual materiality level should be $86, 037. Milton Hydro has used
$90,000 for the explanations of the variance analysis but will respond to interrogatories on

variances exceeding $86,000 as required.

Milton Hydro has a variety of programs activities and initiatives that are imperative to continue to
provide reliable and affordable service to customers and ultimately to provide customer

satisfaction. In Table 4-13, Board Appendix 2-JC, Milton Hydro has identified its programs and
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1 major functions on a comparative basis from 2011 OEB approved to 2016 Test Year. These
2 programs contribute to achieving the new RRFE performance outcomes of Customer Focus,
3 Operational Effectiveness, and Public & Regulatory Responsiveness. This shows the alignment
4 of Milton Hydro’s direct costs and the management of the costs associated with the outcomes.
5 An analysis is provided below on all material variances that exceed the materiality threshold for
6 the 2016 Test Year versus 2014 Actual and 2016 Test Year versus 2011 OEB Approved.
8 Table 4-13
9 OM&A — Appendix 2-JC
Variance
Last Rebasing . " (Test Year vs.
Last Rebasing . Variance .
YeeérE(éE)ll Year (2011 2012 Actuals | 2013 Actuals | 2014 Actuals ZOliS;lrdge 2016 Test Year| (Test Year vs. La\(s;:re(t;gilfg
Approved) Actuals) 2014 Actuals) ey
Programs Approved)
|Repomng Basis CGAAP CGAAP CGAAP MIFRS MIFRS MIFRS MIFRS
Operations
U/G Locates 357,898 248,976 260,967 270,236 325,163 333,000 345,000 19,837 -12,898
Transformer Substations 99,495 75,762 134,251 72,545 43,708 74,775 109,154 65,446 9,659
Operations/Maintenance Supervi 87,546 161,565 169,116 200,206 94,900 -94,900 -87,546
Eng & Operations Administration 0 0 827,369 929,273 1,070,354 1,145,335 216,062 1,145,335
Load Dispatching 0 0 0 6,884 156,501 150,000 143,116 150,000
Meter Expense 178,657 129,049 237,892 384,523 346,439 435,349 448,581 102,142 269,924
Customer Premise 196,386 259,853 253,966 194,746 286,277 281,999 258,634 -27,643 62,248
Sub-Total 919,982 875,205 1,056,192 1,949,625 2,032,644 2,351,978 2,456,704 424,061 1,536,722
Maintenance
Meter Maintenance 0 15,941 61,244 77,426 43,090 22,651 20,580 -22,510 20,580
Maintenance O/H Lines 391,153 347,348, 448,577 484,215 637,840 450,288, 461,346 -176,494 70,193
Maintenance Line Transformers 279,856 284,866 213,231 202,592 264,438 216,988, 225,746 -38,692 -54,110
Maintenance U/G Conductors 133,829 114,088 81,639 22,071 50,594 39,010 21,714 -28,880 -112,115
Tree Trimming 171,940 417,802 349,236 315,038 473,021 520,184 548,722 75,701 376,782
Ice Storm 2013 500,000 -500,000 500,000 0
Sub-Total 976,778 1,180,045 1,153,927 1,601,343 968,984 1,249,121 1,278,108 309,124 301,330
Customer Service
Meter Reading 316,859 244,004 265,025 271,074 269,882 350,691 187,812 -82,070 -129,047
Billing/Finals/Collections 1,451,829 1,388,056 1,497,221 1,589,135 1,748,998 1,886,163 1,952,287 203,289 500,458
Bad Debt 50,000 28,231 43,359 52,293 52,312 52,000 54,600 2,288 4,600
Sub-Total 1,818,688 1,660,291 1,805,605 1,912,502 2,071,192 2,288,854 2,194,699 123,507 376,011
Administration
Administration Wages 1,385,636 1,386,416 1,482,912 1,672,283 1,753,229 2,228,241 2,386,848 633,618 1,001,212
General Administration 331,203 366,881 377,144 396,600 516,665 482,846 500,906 =15,759) 169,703
Other Services Purchased 240,912 262,801 254,197 265,756 445,952 580,063, 414,638 -31,314 173,726
Rent 349,055 342,916 388,084 392,102 359,359 328,664 0 -359,359 -349,055
Regulatory Expenses 144,406 143,744 91,527 86,194 113,107 99,000 245,260 132,153 100,854
Building Expenses 122,661 173,444 149,154 147,816 263,086 424,619 406,153 143,067 283,492
Sub-Total 2,573,873 2,676,203 2,743,018 2,960,751 3,451,399 4,143,433, 3,953,805 502,406 1,379,932
0 0
Miscellaneous 10,679 5,020 3,250 11,752 19,679 19,755 20,071 392 9,392
10 |Total 6,300,000 6,396,763 6,761,992 8,435,973 8,543,897 10,053,141 9,903,387 1,359,490 3,603,387

11

12
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Variance Analysis — OM&A Programs
e Operations Programs

Operations/Maintenance/Supervision

In 2011 Milton Hydro hired a contract employee to oversee the operations side of the company.
In 2014 Milton Hydro hired a full time Director of Operations to assume this position. The
services of the contract employee were no longer required resulting in no expenses being
reflected in this program after his departure in mid-2014. The Director of Operations is included
in the Engineering & Operations Administration program expense, therefore there are no costs
reflected in the Operations/Maintenance/Supervision program account for the 2016 Test Year
leaving a negative variance over the 2011 OEB approved ($87,546) and the 2014 Actuals
($94,900)

Engineering & Operations Administration

Engineering and Operations expenses were fully allocated in the 2011 OEB approved, the 2011
Actual and 2012 Actual years. Effective January 1, 2013 Milton Hydro followed the OEB’s
direction included in its letter dated July 12, 2012, and discontinued allocating overheads. Only
Engineering and Operations costs that are directly attributable to capital work may be
capitalized under MIFRS/IFRS, therefore the costs that are not directly attributable to capital are
now reflected in Engineering and Operations expenses resulting in the variance of $1,145,335
over the 2011 OEB approved. The variance over the 2014 Actual is attributed to the hiring of

two additional employees.

Load Dispatching

The variance between the 2016 Test Year and the 2011 OEB approved balance amounts to
$150,000 and the variance is $143,116 over the 2014 Actual. These variances are due to
Milton Hydro contracting with Guelph Hydro for control room services in 2015. Milton Hydro
contracted with Guelph Hydro for control room services which included sixteen hour coverage
with an on-call person for eight hours in 2015. In the 2016 Test Year Guelph Hydro will provide
24/7 control room operations for a contracted price of $100,000. Milton Hydro is responsible for
any operator overtime, costs to connect the control room to Milton Hydro’s system and Milton

Hydro’s internal cost of coordinating with the control room. This cost did not exist in the 2011
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OEB approved or the 2014 Actual costs. As discussed above, Milton Hydro contracted with
Guelph Hydro as opposed to incurring the costs on staffing and managing an in-house control

room.

Meter Expense

The variance of $269,924 over the 2011 OEB approved costs is partly due to two apprentice
metering technicians hired during 2011 and therefore their wages were for a partial year. Milton
Hydro’s meter reverification costs have also increased with an expected 500 smart meters plus
interval meters due in the 2016 Test Year which also contributes to the increase in the variance
of $102,142 over 2014.

¢ Maintenance Programs

Maintenance Overhead Lines

Maintenance of overhead lines increased in 2014 due to continued overhead maintenance,
repairs and clean-up after the December 2013 ice storm. This work was carried out by Milton
Hydro’s own crews and includes regular hours and overtime hours of work. This cost was not
included in Milton Hydro’'s Z-Factor Application. These costs were one-time only and account
for the decrease in maintenance costs of ($176,494) in the 2016 Test Year compared to 2014

Actual.

Maintenance Underground Conductors

Over the last five (5) years Milton Hydro has undertaken a significant amount of underground
conversion projects of its primary underground system to 27.6 kV which has resulted in a
reduction in primary cable faults. This system renewal work accounts for the decrease in
maintenance costs of ($112,115) in the 2016 Test Year compared to the 2011 OEB approved

year.

Tree Trimming

Tree trimming costs have increased over the 2011 OEB approved by $376,782. Milton Hydro
has increased its tree trimming in response to customer concerns that became evident during a

2013 meeting with customers after a severe storm caused trees and tree limbs to damage
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Milton Hydro’s overhead lines. The customer engagement concerns were implemented into

Milton Hydro’s 2014, 2015 Bridge Year and 2016 Test Year tree trimming costs.

Ice Storm 2013

This variance is the result of a provision $500,000 for non-recovery of the December 2013 ice

storm costs which are not included in the 2016 Test Year costs.

e Customer Service Programs

Meter Reading

Meter reading costs have decreased by ($129,047) from the 2011 OEB approved as a result of
Milton Hydro bringing the AMI system in-house effective January 1, 2016. Milton Hydro's
contract with Trilliant for AMI services expired on December 31, 2015 but Trilliant will continue

to provide support/maintenance of its Servucom software.

Billing/Finals/Collections

Billing and customer service related costs for the 2016 Test Year have increased by $500,458
over the 2011 OEB approved costs due to consulting, training and computer services, which
includes MDMR data support from contractors Utilismart and ERTH, application management
services, and sync operator services all totaling $125,000; an increase in software maintenance
costs in the amount of $28,000; an increase in postage of $50,000; and two additional staff plus

contract increases all totaling $262,000 over the five year period.

The billing and service related costs have increased by $203,289 over the 2014 Actual costs
due to an increase of one additional CSR/BIlling Clerk, metering staff and contract increases
totaling approximately $167,000; postage in the amount of $12,000; hand delivered collection

notices in the amount of $10,000; and miscellaneous office & equipment supplies of $10,000.

e Administration Programs
Administration Wages
Administration wages for the 2016 Test Year have increased by $1,001,212 over the 2011 OEB

approved costs. Over the five years Milton Hydro has added two CSR/Billing Clerks, an IT

Systems Analyst, an IT Network Administrator, an AMI Operator, two Engineering Technicians,
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a Communications Specialist, a Human Resource Specialist, Operations Metering Supervisor
and four Line persons. Normal wage and progression increases over the five years are also

included.

Administration wages for the 2016 Test Year have increased by $633,618 over the 2014 Actual
cost. Milton Hydro has increased staffing levels in both the 2015 Bridge Year and the 2016 Test
Year. In the 2015 Bridge Year Milton Hydro has increased its staffing compliment by one
CSR/BIlling Clerk, an IT Network Administrator, an AMI Operator, an Engineering Technician, a
Communications Specialist and a Journeyman Lineman. In the 2016 Test Year Milton Hydro
will add a Human Resource Specialist, an Engineering Technician and a Journeyman Lineman.

Normal wage and progression increases over the two years are also included.

General Administration

General Administration costs for the 2016 Test Year have increased by $169,703 over the 2011
OEB approved cost. This increase is due to additional bank charges of $46,000 including
$35,000 for the issuance of a Letter of Credit to Ontario Infrastructure & Lands Corporation
(“10™), membership dues (EDA, Grid Smart City, professional membership dues) in the amount
of $27,000, an increase in LEAP of $7,000, an increase in employee incentive plan of $36,000,

telephone costs of $14,000 and postage of $7,000.

Other Services Purchased

Other Services Purchased includes audit, legal, software maintenance, IT security audit,
disaster recovery and health and safety. The 2016 Test Year costs are higher than the 2011
OEB approved by $173,726. The increase is due to audit and legal in the amount of $33,000,
consulting in the amount of $100,000 for Springboard Management and computer disaster
recovery, property insurance in the amount of $29,000 and software maintenance in the amount
of $16,000.
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Rent

Rent has decreased in the 2016 Test Year by ($349,055) from the 2011 OEB approved and
($359,359) from the 2014 Actual as Milton Hydro will be vacating the rented premises and

moving into the new Administration and Service Centre building in late 2015.

Regulatory Expenses

Regulatory expenses have increased for the 2016 Test Year over the 2011 OEB approved year
by $116,854 primarily due to the increase in OEB annual fees of $21,000 and the balance is an
increase in legal and consulting fees for the preparation and defence of the Application, and
OEB and intervenor costs of which one fifth (1/5™) in the amount of $123,160 are included in the
2016 Test Year. Also included in the 2016 Test Year are the Customer Engagement costs
amortized over two years at $39,500 per year, as the OEB requires distributors to undertake the
Customer Engagement Survey at least every two years. The 2011 year was also a Cost of
Service year and also had one quarter (1/4) of the one-time regulatory application preparation
costs included. The 2016 Test Year increase of $148,153 over the 2014 Actual costs is
primarily due to the increase in legal and consulting fees for the preparation and defence of the
Application, and OEB and intervenor costs as discussed above. The 2014 Actual costs include

the costs for the IRM and Z-Factor Applications which were minimal.

Building Expenses

Building expenses for the 2016 Test Year have increased over the 2011 OEB approved year by
$283,492 due to Milton Hydro paying property taxes on the new Service Centre and
Administration building estimated at $207,000 for the 2016 Test Year, an increase in hydro
water and sewer charges in the amount of $74,000 and janitorial services of $12,000. The 2016
Test Year costs have increased over the 2014 Actual costs by $143,067 due to the additional
property taxes on the Service Centre and Administration building in the amount of $130,000,
higher hydro costs of $47,000 related to a larger building and a decrease of $38,000 in the

outside maintenance contract.
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EMPLOYEE COMPENSATION, INCENTIVE PLAN EXPENSES, PENSION EXPENSE
Compensation Philosophy

Overview

Milton Hydro’s compensation for all employees is designed to be competitive and equitable in
order to attract and retain qualified personnel in an industry that is facing an aging workforce
and is very competitive for skilled resources. The compensation package includes a base wage
and benefits package. Milton Hydro's workforce is comprised of both unionized and non-

unionized/management employees.

Unionized Employees

The compensation for unionized employees is negotiated through the collective bargaining
process and includes both office and trade workers. They are represented by the Power

Workers’ Union, Local 1000 of the Canadian Union of Public Employees.

Milton Hydro’s collective agreement with unionized staff provides for annual payroll increases
and employee step progressions. Labour rates and benefits are adjusted annually based on
negotiated percentages as per the collective agreement. The current collective agreement
commenced on January 1, 2013 and will expire on December 31, 2016. Milton Hydro reviewed
a number of different settlements during 2012 before commencing negotiations. On average the
increases with these agreements in 2012 was between 2.75% and 3.0%. Milton Hydro’s
negotiated annual wage increase is 2.6% for 2013, a split wage increase of 1.5% January 1,
2014 and 1.1% July 1, 2014 and a split wage increase of 1.5% January 1 and 1.2% July 1 for
each of the 2015 Bridge Year and the 2016 Test Year. The Journey/Lineman classification
receives a ten cents (10 cents) bump up each year to bring their hourly rate more in line with

other western GTA distributors.

Non-Union / Management Employees

Annual pay increases for non-union and management employees are determined by the Board
of Directors Compensation Committee. Milton Hydro provides its management and non-union
employees with a total cash compensation package comprised of two elements: base salary

and incentive pay. Milton Hydro's ensures that rewards are appropriately aligned with the
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strategic direction of the company as set out in EXHIBIT 1. Milton Hydro’s Board of Directors
approved a two phase incentive program. The Phase One Incentive plan is applicable to all non-
union and management staff and is based on Milton Hydro's Occupation Health and Safety
Management System, OEB service indicators, personal performance and extra-ordinary events.
The Phase Two Incentive plan is applicable to senior management only and is based on
financial targets of OM&A and Capital, OEB customers/employee and customer/community
outreach and CDM. A merit increase is the amount of additional compensation added to current
base salaries following a review of employee performance. All executive employees are
responsible to review the performance of each management and non-union employee in their

department.

Benefits

The negotiated benefit package is designed to address the health and welfare of Milton Hydro’'s
employees and is consistent across the organization. The components of the benefit package
includes medical and dental insurance, a company sponsored retirement plan (OMERS), long
term disability, leave policies and health and safety protection as detailed in the Table 4-26

below. Senior management is also eligible for an annual health and medical check-up.
Copies of Milton Hydro’s benefit packages are included in Attachment 4-1.

Staffing and Compensation

Milton Hydro’s employee complement, compensation and benefits are set out in Table 4-14,
Board Appendix 2-K below. Table 4-14, Board Appendix 2-K does not include Milton Hydro’'s

Board of Directors, however it does include temporary employees and students in the FTESs.

The number of employees is based on the computation of the number of FTE positions
throughout each of the fiscal years. A position that was added in a particular calendar year is

counted as a portion of an FTE in that calendar year based on the start date of the position.

The salaries and wages amounts include all salaries and wages paid, inclusive of incentive pay
for management, overtime, vacations, floater holidays, sick leave, bereavement leave, union

meetings and other miscellaneous paid leave.
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The benefits amount includes the employer’s portion of statutory benefits (CPP, El and EHT),
employer contributions to OMERS and WSIB and Milton Hydro’s costs for providing extended

health care, dental, long-term disability and life insurance.

Table 4-14
Appendix 2-K Employee Costs (FTES)
Last Rebasing Last Rebasing .
Year - 2011- Year - 2011- 2012 Actuals 2013 Actuals 2014 Actuals 2015 Bridge 2016 Test
Year Year
Board Approved Actual
Number of Employees (FTEs including Part-Time)*
Management (including executive) 18.0 17.0 18.0 19.0 19.0 23.0 23.0
Non-Management (union and non-union) 31.0 29.0 30.0 33.0 33.0 36.0 38.5
Total 49.0 46.0 48.0 52.0 52.0 59.0 61.5
Total Salary and Wages including ovetime and incentive pay
Management (including executive) $ 1,965,522 | $ 1,953,244 | $ 2,172,666 | $ 2,333,609 | $ 2,524,891 | $ 2,728,936 | $ 2,835,004
Non-Management (union and non-union) $ 1,842,833 | $ 1,959,794 | $ 2,088,708 | $ 2,252,661 | $ 2,548,170 | $ 2,689,210 | $ 2,979,967
Total $ 3,808,355 | $ 3,913,038 | $ 4,261,374 | $ 4,586,270 | $ 5,073,061 | $ 5,418,146 | $ 5,814,971
Total Benefits (Current + Accrued)
Management (including executive) $ 379,772 | $ 398,185 | $ 468,402 | $ 513,418 | $ 510,350 | $ 589,216 | $ 584,562
Non-Management (union and non-union) $ 408,784 | $ 376,852 | $ 442,227 | $ 470,029 | $ 527,265 | $ 615,852 | $ 676,678
Total $ 788,556 | $ 775,037 | $ 910,629 | $ 983,447 | $ 1,037,615 | $ 1,205,068 | $ 1,261,239
Total Compensation (Salary, Wages, & Benefits)
Management (including executive) $ 2,345,294 | $ 2,351,430 | $ 2,641,068 | $ 2,847,028 | $ 3,035,241 | $ 3,318,152 | $ 3,419,566
Non-Management (union and non-union) $ 2,251,617 | $ 2,336,645 | $ 2,530,935 | $ 2,722,690 | $ 3,075,434 | $ 3,305,062 | $ 3,656,645
Total $ 4,596,911 | $ 4,688,075 | $ 5,172,003 | $ 5,569,717 | $ 6,110,675 | $ 6,623,214 [ $ 7,076,210

Employee Staffing Levels

Table 4-15 summarizes the number of full time employees by department at year end since
2011. The number of employees in Table 4-15 and Tables 4-20 to 4-24 may not equal the
number of employees in Table 4-14, Board Appendix 2-K above since that table calculates
partial FTE's based on the start date of the position and not the year end number. The number

of new positions since 2011 and drivers is provided in Table 4-16.

Table 4-15
Full-Time Employees by Department at Year End

Executive 3 3 3 4 5 5 5
Financial Services 7 5 6 6 6 7 8
Customer Service Representatives 10 11 11 11 11 12 12
Engineering/Operations 13 11 11 11 11 11 12
Information Technology 2 2 2 3 3 4

Metering 3 4 4 4 4 5

Outside Lines People 11 10 12 12 14 14 15
Total Employees 49 46 49 51 54 58 61
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Table 4-16
New Positions Since 2011 — Actual FTEs

OEB Approved - 2011 49
Communications Specialist 1
Increase in Biiling & Collections/ Administrative Requirements HR Specialist 05
Customer Service Representaive 1
Engineering Technician 15
Network Administrator 1
Effeciencies/Increase in Growth IT Systems Analyst 1
Metering Technicians 2
Effeciencies in In-House vs Outsource AMI Operator 1
Succession Planning/Upcoming Retirements Powerline Technicians 3.5

Milton Hydro’s 2011 Cost of Service application and Settlement Agreement included a total
complement of 49 full time Equivalent employees. The actual complement in 2011 was 46; by
the end of 2012 the total compliment was 49. The 2016 Test Year includes a complement of 61
regular employees representing an increase of 15 positions over 2011 actual or 12 positons
from the OEB approved 2011 COS Application.

The Engineering Department added two Engineering Technicians and a Distribution Engineer
between 2011 and 2015 and will hire another Engineering Technician in the 2016 Test Year.
The Distribution Engineer and Technicians are required to help develop and deliver the Asset
Management Plan, assist with customer demand work, and manage work processes including

the tree trimming work and FIT and MicroFIT contracts.

Within Milton Hydro’s Operations group, one supervisor retired in May 2015 and was replaced
with a new hire in November 2014 and the line crews increased by four Journeyman Linemen
between 2011 and 2015 and Milton Hydro plans to hire one additional Journeyman Lineman.
Milton Hydro is hiring Journeyman as opposed to apprentices in order to have this level of
experience on staff. The increases in line staff are directly related to the growth and capital

works required in the Town of Milton.
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In 2012 an Accounting Clerk position was created to assist with the increased workload as
Milton Hydro was operating with one clerk in its Finance Department. Milton Hydro has also
increased its IT staff compliment with an IT Settlement Specialist and an IT Systems Analyst to
support the Billing Department and manage Milton Hydro’s hardware and software systems.
Milton Hydro created and filled internally a Network Administrator position. Milton Hydro also
hired an AMI Operator in 2015 to assume the operation of the Automated Metering

Infrastructure when Milton Hydro takes over the contract in January 2016.

Milton Hydro has managed its customer service and billing operations without an increase in
staff since 2011. Milton Hydro hired an additional CSR in 2015 as a result of the increase in
customer growth as well, responses from the customer engagement process indicated that

customer service could be improved.

Employee Demographics

As can be seen in Table 4-17 below Milton Hydro’s more significant employee challenge has not
been expanding the workforce, it has been managing employee turnover. Turnover occurs
when employees retire or leave the organization. In Milton Hydro’s case employee turnover has
been the result of people leaving for various reasons. When experienced employees leave then
the focus turns to recruiting staff and training and developing the new hires. The following Table
17 sets out the change in staffing year over year with the number of employees that have left for
various reasons and the replacements. In most cases the number of employees in a
department does not change except that in many cases the replacements do not have the
experience to simply step into the work load. Milton Hydro invests a significant amount of time
training employees. Given that the industry has highly specialized and complex job functions, it
can take a few years to become efficient and to work safely, and this is particularly true in the
trades positions. New staff and those staff promoted within the organization have risen to the

challenge of meeting the increasing and changing workload.

Table 4-17
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Change in Staffing Levels by Department

Executive 3 3 3 3 3 3 3

Financial Services 7 5 1 6 6 3 -3 6 7 1 8
Customer Service Representatives 10 11 3 -3 11 2 -2 11 1 -1 11 -1 12 12
Engineering/Operations 13 11 11 2 -1 12 2 -1 13 13 1 14
Information Technology 2 2 1 -1 2 1 3 4 4
Metering 3 4 4 4 4 5

Outside Lines People 11 10 4 -2 12 1 -1 12 3 -1 14 -2 14 1 15

(S8 ESN N P N
AN

Change in Employees 9 -6 6 -4 9 -6 8 -4 3
Net Change in # Employees 3 2 3 4 3
Total Employees 49 46 49 51 54 58 61

Succession Planning

Milton Hydro’s employee demographics are set out below in Table 18 and Table 19. As the
tables show, the average age of Milton Hydro’'s Management and Non-Union employees is 52.9
years of which eight are eligible to retire within the next five years. In addition, Milton Hydro’s
Management and Non-Union employees have a combined 25 years of utility experience.
Management vacancies are not always easy to fill and Milton Hydro must consider the
capabilities of staff or to go outside for replacements. The average age of union employees is
41.1 years with two eligible to retire in the next five years and three the following five years.
While not quite as significant a change, Milton Hydro must ensure that it has the trained staff to

move up and into the vacancies and competently perform the required duties of that position.

Milton Hydro currently looks to hire competent staff with industry experience being a definite
asset for the office and inside staff while ensuring its trades are receiving the proper training.

Milton Hydro hires union positions as needed.

Milton Hydro does not have a formal succession plan for management and non-union positions
at the present time and will need to develop a plan as part of its strategy sessions as discussed
in EXHIBIT 1.

Table 4-18



10
11

12
13
14
15
16
17
18
19
20
21

Milton Hydro Distribution Inc.

EB-2015-0089

OPERATING EXPENSES

EXHIBIT 4
Page 37 of 83

Filed: August 28, 2015

Employee Demographics — Length of Milton Hydro Service & Ind. Experience

Retirements

Engineering/Metering 52.4 11.6 24.3 42.7 9.6 11.5

Finance/Administration 515 12.1 20.4 43.0 7.4 75

Operations/Lineman 54.8 18.3 325 375 10.6 10.6

Average years 52.9 14.0 25.7 41.1 9.2 9.9
Table 4-19

2015 1 2
2016-2020 1 10
2021-2025 1 1 9
2026-2030 2 3 7
2031-2035 1 1 2 5
2036-2040 1 4

Change in Workforce Year over Year

The change in workforce provided in the following Tables 4-20 to Table 4-24 is based on the

actual number of employees at the end of the year.

Table 4-20
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Executive 3 3 0
Financial Services 5 6 1
Customer Service Representatives 11 11 0
Engineering/Operations 11 11 0
Information Technology p 2 0
Metering 4 4 0
Outside Lines People 10 12 2

46 49 3

In 2011 Milton Hydro had a lineman position in its OEB approved Cost of Service Application

that was not filled until January 2014 as an apprentice. A second apprentice was hired shortly

after to fill Milton Hydro's line person requirement for the year.

Milton Hydro hired an

Accounting Clerk in 2012 that had also been included in the OEB approved application.

Table 4-21
2013 Actual vs 2012 Actual

Executive

3

4

Financial Services

6

6

Customer Service Representatives

11

11

Engineering/Operations

11

11

Information Technology

2

3

Metering

4

4

Outside Lines People

12

12

49

51

N]|OJ|lO|R,r|O]|]O|O |

In 2013 the Director, Engineering was moved from the Engineering/ Operations employee count

into the Executive employee count. In 2013 Milton Hydro had a requirement for an additional

Engineering Technician to assist with the additional duties related to microFIT contracts,

completing customer demand work and train in engineering standards. Milton Hydro also hired

an IT Systems Analyst to take on the duties of managing the “helpdesk” and assisting with the

hardware and software requirements of Milton Hydro.
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Table 4-22
2014 Actual vs 2013 Actual

Executive 4 5 1
Financial Services 6 6 0
Customer Service Representatives 11 11 0
Engineering/Operations 11 11 0
Information Technology 3 3 0
Metering 4 4 0
Outside Lines People 12 14 2

51 54 3

In 2014 Milton Hydro replaced a contract management employee in the operations department
with a new Director, Operations in the executive employee count. Milton Hydro also hired two
line staff to augment the outside crews.

Table 4-23
2015 Bridge Year vs 2014 Actual

Executive 5 5 0
Financial Services 6 7 1
Customer Service Representatives 11 12 1
Engineering/Operations 11 11 0
Information Technology 3 4 1
Metering 4 5 1
Outside Lines People 14 14 0

54 58 4

Milton Hydro has not increased its CSR/Billing compliment from its 2011 OEB approved year.
In 2015 Milton Hydro will hire a CSR due to the increased work requirements from customer
growth and the fact that responses from the customer engagement process indicated that
customer service could be improved. Milton Hydro also will hire a Communications Specialist in
response to the customer engagement results that showed communications was a weak area

for Milton Hydro.
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On January 1, 2016 Milton Hydro is taking on the AMI system from Trilliant as the contract ends
at the end of 2015. In order to perform this function an AMI Operator has been hired. The
difference in taking this system over and the wages for the AMI Operator results in a net savings

to Milton Hydro’s customers. The AMI Operator will also assist with other meter reading
functions related to MV90.

Milton Hydro created a position for a Network Administrator which was filled with an internal
candidate, the IT Systems Analyst. The Network Administrator is responsible for the
administrative and operational support to ensure the optimal performance of the network
including Milton Hydro’'s WiMax network. Milton Hydro has hired an IT System Analyst, on

contract, to back fill the vacant position.

Table 4-24 — 2016
Test year vs 2015 Bridge year

Executive 5 5 0
Financial Services 7 8 1
Customer Service Representatives 12 12 0
Engineering/Operations 11 12 1
Information Technology 4 4 0
Metering 5 5 0
Outside Lines People 14 15 1

58 61 3

In the 2016 Test Year Milton Hydro plans to hire a Human Resource Specialist to assume the
HR functions that are currently being done by individual Supervisors and the Finance
department. A Journeyman Lineman will be hired for the outside crews and an Engineering
Technician will be hired to prepare construction drawings, system design and assume work that
had previously been contracted out. Each Engineering Technician has different functions and

responsibilities.
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Annual Wages and Benefit Increases
Annual Wages

Milton Hydro has provided a summary of annual wage increases for 2011 to 2016 Test Year in
Table 4-25 below:

Table 4-25

Summary of Wage Increases by Year

January 1, 2011 2.75% 3.00%
April 1, 2011 0.25% 2.94%

April 1, 2011 - Lineman* 25 cents

January 1, 2012 2.75% 2.80%
April 1, 2012 0.25% 2.94%

April 1, 2012 - Lineman* 25 cents

January 1, 2013 2.60% 2.60% 2.60%
January 1, 2013 - Lineman* 10 cents

January 1, 2014 1.50% 2.60%
July 1, 2014 1.10% 2.34%

July 1, 2014 - Lineman* 10 cents

January 1, 2015 1.50% 2.50%
July 1, 2015 1.20% 2.41%

July 1, 2015 - Lineman* 10 cents

January 1, 2016 1.50% 2.40%
July 1, 2016 1.20% 2.41%

July 1, 2016- Lineman* 10 cents

* Market Adjustment

Benefit Program Costs

Milton Hydro has provided a detailed summary of benefit program costs are presented in Table
4-26.

Statutory deductions have increased 45% between 2011 Actual and 2016 Test Year as a result
of Milton Hydro's staff complement increasing from 49 to 61, rate increases, and wage

increases.
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Company benefits have increased almost 69% over the same timeframe mainly a result of
OMERS increases of 85%. Health benefits, LTD and Life Insurance costs have increased 47%

since 2011 a result of an increase in staffing and Milton Hydro's experience with benefit claims.

Table 4-26

Benefit Expense

Statutory
CPP 107,731 118,273 124,488 130,970 149,033 157,049
EI-Employer's Portion 47,655 53,277 58,629 62,152 68,726 71,065
Employer's Health Tax 76,305 83,097 89,432 98,925 105,654 111,130
WSIB Premium Expense 36,741 36,601 39,747 42,666 48,910 50,751
Total 268,431 291,247 312,295 334,712 372,322 389,995

Active

OMERS 301,445 386,662 446,856 460,816 534,905 558,964
LTD Insurance 32,045 43,387 47,863 42,402 49,958 53,053
Life Insurance 14,516 17,780 21,091 20,107 23,642 24,417
Health Benefits (Health & Dental) 166,370 171,553 183,244 182,779 224,241 234,810
Total 514,376 619,381 699,053 706,105 832,746 871,244
Grand Total 782,806 910,629 1,011,348 1,040,817 1,205,068 1,261,239
Employee Future Benefits 47,965 44,615 24,037 34,944 15,108 15,735
Grand Total includind Employee Future Benefits| 830,771 955,244 1,035,385 1,075,761 1,220,176 1,276,974

OMERS Pension Plan

Milton Hydro employees are members of the Ontario Municipal Employees Retirement System
(“OMERS”). OMERS is a multi-employer pension plan that most LDCs patrticipate in, therefore
the pension benefit provided to Milton Hydro employees is consistent with that of other LDCs.
The plan is a contributory defined pension plan which is financed by equal contributions from
the employer and employee based on the employee’s contributory earnings. Milton Hydro’s
pension premium information for 2011 Actual, 2012 Actual, 2013 Actual, 2014 Actual, 2015
Bridge Year and 2016 Test Year is detailed in Table 4-26 above. For the 2016 Test Year, Milton
Hydro assumed OMERS rates of 9% on earnings up to CPP earning limits and 14.6% on
earnings over CPP earnings limit as per OMER’s news letter dated June 26, 2015 “OMERS
2016 Contribution Rates Announced”

The OMERS pension costs are included in Table 4-26 above. The increases in OMERS
premiums from 2011 through 2016 are explained by the increase in pension contribution rates

as well as the increase in staff complement.
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Post-Retirement Benefits

Milton Hydro provides a post-employment benefit life insurance plan to all active full-time and

retired employees.

Post-employment benefits are recorded on an accrual basis. The accrued benefit obligations
and current service cost are calculated using the projected benefit method prorated on service
and based on assumptions that reflect Management’s best estimates. Under this method, the
projected post-retirement benefit is deemed to be earned on a pro rata basis over the years of
service in the attribution period commencing at date of hire and ending at the earliest age the
employee could retire and qualify for benefits. The current service cost for the period is equal to
the actuarial present value of benefits attributed to the employees’ services rendered in the
period. Past service costs from the plan amendments are amortized on a straight line basis over
the average remaining service period of the employee’s active at the date of amendment. For
historical years 2011 — 2014 actuarial gains and losses are recognize in the year in which they

are incurred.

Collins Barrow Toronto Actuarial Services Inc. performed the actuarial valuation of the post-
retirement non-pension benefits sponsored by Milton Hydro to determine the accounting results
for those benefits for the fiscal period ending December 31, 2014. The nature of these benefits

is defined benefit.

The report is prepared in accordance with the Canadian Institute of Chartered Accountants
("CICA") guidelines outlined in Employee Future Benefits, Section 3461 of the CICA Handbook-
Accounting ("CICA Section 3461"). CICA Section 3461 was first applied to Milton Hydro with
effect from January 1, 2000.
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DEVELOPMENT OF NET GAINS OR LOSSES

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

Expected ABO at December 31, 2013 per financial statements 266
Actual ABO at January 1,2014

Actuarial Loss/(Gain) (34)

Amortization of Unamortized Actuarial Loss

Unamortized Net Actuarial Loss (Gain) at December 31, 2013

Actuarial Loss (Gain) for Current Year at January 1,2014

Total Loss (Gain) at January 1, 2014 (34)

Less: Actual Amortization for 2014

Expected Unamortized Actuarial Loss (Gain) at December 31, 2014

CICA Section 3461 States that any gain or loss in excess of 10% of the ABO must, at minimum,
be amortized over the expected average remaining service lifetime ("EARSL"). The EARSL of
the current active group is 13 years. CICA Section 3461 also allows for a method of
amortization which recognizes gains and losses sooner than the minimum. However, the
method chosen must be applied consistently from year to year. Milton Hydro has previously
recognized the full actuarial (gain)/loss in the period immediately following the calculation
change. The amount of actuarial gains that was recognized in year 2014 is $33,808 as set out in
Table 4-27

Results under International Financial Reporting Standards ("IFRS")

Also included, in separate accounting worksheets attached hereto, are the following items
calculated on the basis of International Financial Reporting Standards IAS 19 (Employee

Benefits):

e Calculations of the present value of the defined benefit obligations at January 1, 2014.



10

11
12

13
14

15
16

17

18
19
20

21
22

Milton Hydro Distribution Inc.

EB-2015-0089

OPERATING EXPENSES

EXHIBIT 4
Page 45 of 83

Filed: August 28, 2015

e Extrapolation of the January 1, 2014 IAS 19 results for fiscal years ending December 31,
2014, December 31, 2015, and December 31, 2016.

Pursuant to paragraph 24 of IFRS 1 (First-Time Adoption of IFRS), the attached results are

prepared based on the understanding that the Corporation will book an adjustment for all

unrecognized actuarial gains and losses at the date of transition to IFRS, i.e. January 1, 2014.

The following is noted in regard to the attached IAS19 figures:

¢ The employee data used is as detailed in the Report on the Actuarial Valuation of Post-

Retirement Non-Pension Benefits as at January 1, 2014 ("Valuation Report") for Milton

Hydro Distribution Inc.

e The assumptions used are the same as those detailed in the Valuation Report.

e The calculations conform to the standards as set out in International Accounting

Standard 19 (Employee Benefits).

The table below provides details of the adjustments to retained earnings to be made at the IFRS

transition date for each of the entities noted above.

Table 4-27
Post-Retirement Benefits Liability
January 1, 2014 CICA 3461 Adjustment IAS 19
ABO | Present Value Defined Benefit $231.449 $ - $ 231.449
Actuarial Gains/(Losses) $ 33.808 $(33.808) -
Net Liability/(Asset) $265,257 $(33.808) $ 231,449

The figures above at January 1, 2014 under CICA 3461 reflect the full actuarial valuation

completed at that date, please see Valuation Report — Attachment 4-2, and are different than

the December 31, 2013 figures reported by the Corporation.

Milton Hydro’s post-retirement benefit information for 2011 Actual, 2012 Actual, 2013 Actual,
2014 Actual, 2015 Bridge Year and 2016 Test Year is well below materiality.
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Shared Services/Corporate Cost Allocation

Milton Hydro currently has relationships with Milton Hydro Holdings Inc. (“Holdings”) and Milton
Energy Generation Services (“MEGS”) both are affiliated companies. These relationships are for
either the purchase of or provision of products and services and are in place to benefit from cost
savings due to increased efficiencies and economies of scale. A summary of the transactions
and pricing methodology used to assign costs for 2011 Actual, 2012 Actual, 2013 Actual, 2014
Actual and projections for the 2015 Bridge Year and 2016 Test Year, are shown in the following
Tables 4-28 to Table 4-30 in the format of the OEB Appendices 2-N.

Shared Services

The pricing methodology used for shared services is cost based as identified in the Tables
below. The fully allocated cost basis was selected as it is representative of the time devoted to
providing the services and is based on an average estimated time spent by Milton Hydro staff
on providing the services to Holdings and MEGS. All amounts billed to the affiliates excluded
from Milton Hydro’s OM&A.

Milton Hydro Holdings Inc. (“Holdings”)

Holdings’ Board of Directors meets every two months or as required. Holdings has no
employees and charges each of its active affiliates a management fee based on a current
estimate of the Board's resource utilization. The management fee is reviewed annually and
covers the expenditures of the Board. Currently the Board’s resource utilization is allocated
98% to Milton Hydro Distribution and 2% to MEGS.

No mark-up is applied to Holdings costs which consist primarily of Holdings Directors fees,
meeting expenses, management services, administration, legal, audit and insurance

expenses.

Milton Hydro Distribution Inc.

Milton Hydro provides services to both Holdings and MEGS for administrative services with
includes accounting and finance, corporate support, banking services and management. The

following Table 4-28 breaks out the charges for the shared services.
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Services Provided to Affiliates

Milton Hydro provides water billing, customer service and collection services to MEGS who in
turn has contracted with the Region of Halton (“Region”) for provision of these services. MEGs
is responsible for contracting the reading of the water meters. This service began part way
through 2011 accounting for the difference from 2012 which is a full year of service. As Milton
Hydro is not directly associated with the Region and considers the MEGS contract with the
Region to be a commercial activity Milton Hydro charges MEGS a Basic Service Charge,
invoiced, and calculated on fully allocated costs plus its allowed return of 6.65%. The revenue
derived from water billing is based on the actual water meters billed by Milton Hydro. The

revenue for the provision of this activity is recorded as a revenue offset in USofA 4390.

In addition, Milton Hydro provides for the billing of sentinel light rentals on behalf of MEGS on a
fully allocated costs basis. Milton Hydro also performs the maintenance of sentinel lights on
behalf of MEGS. Milton Hydro records the services provided for sentinel light maintenance on

recoverable work orders and bills MEGS at actual cost based prices.
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Table 4-28
Appendix 2-N
. . 1
Shared Services and Corporate Cost Allocation
Year: 2011
Shared Services
Name of Company ) Pricing Price for the | Cost for the
Service Offered Methodology Service Service
From To $ $
Milton Hydro Distribution Inc. |Milton Hydro Holdings Inc. Administration Fee Cost Based 16,116
Milton Hydro Distribution Inc. [Milton Energy Generation Senices |Administration Fee Cost Based 444
Milton Hydro Distribution Inc. |Milton Energy Generation Senices |Admin Staff Cost Based 6,579
Milton Hydro Distribution Inc. [Milton Energy Generation Senices |Billing Sentinel Rentals Cost Based 3,828
Milton Hydro Distribution Inc. [Milton Energy Generation Senices |Bank Senices Cost Based 180
Milton Hydro Distribution Inc. |Milton Energy Generation Senices |Sentinel Light Maintenance [Cost Based 11,967
Milton Hydro Distribution Inc. [Milton Energy Generation Senices |Water Billing Cost plus Return 271,911
Corporate Cost Allocation
Name of Company ) Pricing % of Corporate Amount
Service Offered Methodology |Costs Allocated| Allocated
From To % $
Milton Hydro Holdings Inc. Milton Hydro Distribution Inc. Management Fee Cost Based 98 45,389
Year: 2012
Shared Services
Name of Company ) Pricing Price for the | Cost for the
Service Offered Methodology Service Service
From To $ $
Milton Hydro Distribution Inc. [Milton Hydro Holdings Inc. Administration Fee Cost Based 16,116
Milton Hydro Distribution Inc. |Milton Energy Generation Senices |Administration Fee Cost Based 444
Milton Hydro Distribution Inc. [Milton Energy Generation Senices |Admin Staff Cost Based 10,198
Milton Hydro Distribution Inc. |Milton Energy Generation Senices |Billing Sentinel Rentals Cost Based 3,828
Milton Hydro Distribution Inc. [Milton Energy Generation Senices |Bank Senices Cost Based 180
Milton Hydro Distribution Inc. [Milton Energy Generation Senices |Sentinel Light Maintenance |Cost Based 6,506
Milton Hydro Distribution Inc. [Milton Energy Generation Senices |Water Billing Cost plus Return 475,448
Corporate Cost Allocation
Name of Company Pricing % of Corporate Amount
Service Offered Costs Allocated| Allocated
Methodology
From To % $
Milton Hydro Holdings Inc. Milton Hydro Distribution Inc. Management Fee Cost Based 98 21,832
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Year: 2013
Shared Services
Name of Company _ Pricing Price for the | Cost for the
Service Offered Methodology Service Service
From To $ $
Milton Hydro Distribution]Milton Hydro Holdings Inc. Administration Fee Cost Based 16,116
Milton Hydro Distribution|Milton Energy Generation Senices |Administration Fee Cost Based 444
Milton Hydro Distribution|Milton Energy Generation Senices |Admin Staff Cost Based 6,105
Milton Hydro Distribution|Milton Hydro Holdings Inc. Admin Staff Cost Based 3,839
Milton Hydro Distribution|Milton Energy Generation Senices |Billing Sentinel Rentals Cost Based 3,828
Milton Hydro Distribution|Milton Energy Generation Senices |Bank Senices Cost Based 180
Milton Hydro Distribution|Milton Energy Generation Senices |Sentinel Light Maintenance [Cost Based 9,545
Milton Hydro Distribution|Milton Energy Generation Senices |Water Billing Cost plus Return 519,884
Corporate Cost Allocation
Name of Company _ Pricing % of Corporate [ Amount
Service Offered Methodology |Costs Allocated| Allocated
From To % $
Milton Hydro Holdings In{Milton Hydro Distribution Inc. Management Fee Cost Based 98 29,631
Year: 2014
Shared Services
Name of Company _ Pricing Price for the | Cost for the
Service Offered Methodology Service Service
From To $ $
Milton Hydro Distribution|Milton Hydro Holdings Inc. Administration Fee Cost Based 16,116
Milton Hydro Distribution|Milton Energy Generation Senices |Administration Fee Cost Based 444
Milton Hydro Distribution|Milton Energy Generation Senices |Admin Staff Cost Based 15,500
Milton Hydro Distribution|Milton Hydro Holdings Inc. Admin Staff Cost Based 3,632
Milton Hydro Distribution|Milton Energy Generation Senices |Billing Sentinel Rentals Cost Based 3,828
Milton Hydro Distribution|Milton Energy Generation Senices |Bank Senices Cost Based 180
Milton Hydro Distribution|Milton Energy Generation Senices |Sentinel Light Maintenance [Cost Based 8,499
Milton Hydro Distribution|Milton Energy Generation Senices |Water Billing Cost plus Return 552,475
Corporate Cost Allocation
Name of Company _ Pricing % of Corporate [ Amount
Service Offered Methodology |Costs Allocated| Allocated
From To % $
Milton Hydro Holdings In{Milton Hydro Distribution Inc. Management Fee Cost Based 98 20,528
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Name of Company ) Pricing Price for the | Cost for the
Service Offered Methodology Service Service
From To $ $
Milton Hydro Distribution|Milton Hydro Holdings Inc. Administration Fee Cost Based 16,596
Milton Hydro Distribution|Milton Energy Generation Senices [Administration Fee Cost Based 444
Milton Hydro Distribution[Milton Energy Generation Senices |Admin Staff Cost Based 13,556
Milton Hydro Distribution[Milton Hydro Holdings Inc. Admin Staff Cost Based 3,433
Milton Hydro Distribution[Milton Energy Generation Senices |Billing Sentinel Rentals Cost Based 3,828
Milton Hydro Distribution[Milton Energy Generation Senices |Bank Senices Cost Based 180
Milton Hydro Distribution|Milton Energy Generation Senices |Sentinel Light Maintenance |Cost Based 8,198
Milton Hydro Distribution[Milton Energy Generation Senices |Water Billing Cost plus Return 588,075
Corporate Cost Allocation
Name of Company ) Pricing % of Corporate [ Amount
Service Offered Methodology |Costs Allocated| Allocated
From To % $
Milton Hydro Holdings In{Milton Hydro Distribution Inc. Management Fee Cost Based 98 67,064
Year: 2016
Shared Services
Name of Company . Pricing Price for the Cost for the
Service Offered Methodology Service Service
From To $ $
Milton Hydro Distribution|Milton Hydro Holdings Inc. Administration Fee Cost Based 17,100
Milton Hydro Distribution[Milton Energy Generation Senices |Administration Fee Cost Based 444
Milton Hydro Distribution[Milton Energy Generation Senices |Admin Staff Cost Based 13,556
Milton Hydro Distribution|Milton Hydro Holdings Inc. Admin Staff Cost Based 3,433
Milton Hydro Distribution[Milton Energy Generation Senices |Billing Sentinel Rentals Cost Based 3,828
Milton Hydro Distribution[Milton Energy Generation Senices |Bank Senices Cost Based 180
Milton Hydro Distribution[Milton Energy Generation Senices |Sentinel Light Maintenance |Cost Based 8,198
Milton Hydro Distribution|Milton Energy Generation Senices [Water Billing Cost plus Return 626,579
Corporate Cost Allocation
Name of Company ) Pricing % of Corporate [ Amount
Service Offered Methodology |Costs Allocated| Allocated
From To % $
Milton Hydro Holdings In{Milton Hydro Distribution Inc. Management Fee Cost Based 98 71,724

The water billing service began part way through 2011 accounting for the difference in the

amount charged to MEGS in 2011 and 2012 which is a full year of service. The remaining

annual variances in the cost for the service or the amount allocated, as provided in the Tables

above, are below Milton Hydro’s materiality of $90,000.
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Reconciliation of Revenues from Affiliates

Milton Hydro’s services provided to its affiliates as outline in Board Appendix 2-N are reconciled
as recorded in USofA accounts in Table 4-29 below. Some of the services are found in
revenues and others are recorded as a reduction to OM&A cost. Considerable effort is made by
Milton Hydro to ensure affiliates are charged properly and do not receive any benefits as a

result of their affiliation.

Table 4-29
Reconciliation of Services to Affiliates

Appendix 2-N Shared Services 311,025 519,012 559,941 600,674 634,310 673,318
4390-Miscellaneous Non-Operating Income 287,706 485,782 533,257 564,802 600,101 638,605
Exhibit 4: Reduction to OM&A |5625-Administrative Expense Transferred-Credit 23,139 33,050 26,504 35,692 34,029 34,533
5620-Office Supplies and Expenses 180 180 180 180 180 180

Purchases of Non-Affiliate Services

Milton Hydro’s Purchasing Policy establishes the principles, requirements, accountabilities and
guidelines for the purchase of goods and services. The Purchasing Policy outlines authorization
levels, requirements and approvals necessary to appropriately purchase goods and services
from suppliers, vendors and contractors through the use of competitive bids, quotations and

awards.

This policy ensures that all procurement activities of Milton Hydro follow legal, ethical,
managerial, and professional standards. Milton Hydro’s purchasing policy does identify certain
situations where a competitive bid process may not be followed. Milton Hydro confirms that it is
in compliance with the Purchasing Policy. In accordance with the Board's Filing Requirements
issued on July 16, 2015, Milton Hydro has provided a copy of its Purchasing Policy as
Attachment 4-3.

The Tables 4-30 below illustrates Milton Hydro’s purchases by vendor for 2011-2014, where
actual expenditures exceeded the $90,000 materiality threshold calculated for this application.

The tables also identify the method of selecting the vendor. Milton Hydro has a qualified list of
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suppliers/vendors; Milton Hydro anticipates continuing to select from the qualified list of

suppliers/vendors. Milton Hydro continually updates its list of qualified suppliers/vendors.

Table 4-30
Product and Services of Non-Affiliates — 2011 — 2014
[Suppler  VendorDescription _ ProcurementMethod 2011 2012 2013 2014]

ABB INC Transformers RFQ Purchase 122,469

ABB PITTSBURGH Transformers RFQ Purchase 318,992

ANIXTER CANADA INC Cable Supplier RFQ Purchase 174,025
AVERTEX UTILITY Contracted Labour Tendered Labour 694,161

BEL VOLT SALES LTD Arrestors, brackets, switches etc. RFQ Purchase 140,276 76,731 70,621
BETHLEHEM TRENCHING LTD Trenching Tendered Labour 419,603 322,188 228,511

BLACK & MCDONALD LIMITED Contracted Labour Tendered Labour 138,860 129,795

CANADA POWER PRODUCTS Reclosures RFQ Purchase 102,546

CANADIAN ELECTRICAL SERVICES Submersible Transformers RFQ Purchase 101,977 175,726
COLONIAL TREE SERVICE Tree Trimming Tendered Labour 116,322

DUNDAS POWER LINE LTD Contracted Labour Tendered Labour 150,742

G&W /ICANADA POWER PRODUCTS [|Reclosures RFQ Purchase 92,316 481,683 284,420
GUELPH UTILITY POLE CO. Poles RFQ Purchase 137,550 606,436 100,744 473,138
HARRIS COMPUTER SYSTEMS Software Provider Sole Source 97,249 229,138 272,496 229,341
HD SUPPLY UTILITIES Insulators, Arrestors, Clamps etc. RFQ Purchase 1,072,455 | 1,130,611 864,514 934,371
HORIZON ENERGY SOLUTIONS INC Meter Service Provider Sole Source 97,351
ITRON CANADA INC Metering Materials RFQ Purchase 131,751 120,603 107,821 127,073
J & N TRAFFIC CONTROL Traffic Control Tendered Labour 86,750 69,512
KABAR INDUSTRIES LTD Pole line Hardware and Accessories |RFQ Purchase 71,368 66,377

K-LINE MAINTENANCE & CONSTRUCT |Contracted Labour Tendered Labour 889,818 | 1,249,211 341,034 459,614
LAPRAIRIE INC Connectors etc. RFQ Purchase 166,672 91,135 259,292
MILLER TREE Tree Trimming Tendered Labour 339,463 422,507 497,541 624,760
MOLONEY ELECTRIC Transformers RFQ Purchase 134,268

NBM ENGINEERING Contracted Labour Tendered Labour 225,836 326,237 223,676 336,242
NORAMCO Wire RFQ Purchase 130,622
OLAMETER METER READING Meter Reading Tendered Labour 119,029 82,642 98,319 103,903
PENINSULA VIDEO & SOUND Locates Reciprical Arrangement 241,759 281,323 299,900 351,953
PREMI-AIR New Building Contractor Tendered Labour 121,226
R KIDD FUELS CORP Fuel for Trucks Sole Source 75,841 83,567 101,071
S&C ELECTRIC CANADA LTD Scada mate Switches RFQ Purchase 422,948

SCHNEIDER ELECTRIC CANADA INC Contracted Labour Tendered Labour 106,428

SKY CAST Poles RFQ Purchase 174,938

SOIL-VAC EXCAVATION Soil Evacuation Service RFQ Purchase 98,491
STURDY POWER LINES LTD Contracted Labour Tendered Labour 353,876 264,511 831,542 822,909
SUPER SUCKER HYDRO VAC Vacuum Excavation RFQ Purchase 78,394 71,663 105,833 90,658
SURVALENT TECHNOLOGY Software Support Tendered Labour 167,127

THOMAS & BETTS LIMITED Transformers RFQ Purchase 101,889 71,642 71,642
TRILLIANT AMR Meter Service Provider RFQ Purchase 193,696 163,995 78,098

TRILLIANT NETWORKS Meter Service Provider RFQ Purchase 227,177 286,261 474,660 421,629
VALARD CONSTRUCTION LP Contracted Labour Tendered Labour 423,303 586,812
WAJAX EQUIPMENT Contracted Labour Tendered Labour 464,085
WESTBURNE RUDDY ELEC Various materials, duct RFQ Purchase 217,806
WESTMORE POLELINE & ELECTRIC Contracted Labour Tendered Labour 401,964 237,397
WM. BETHLEHEM TRENCHING LTD Trenching Tendered Labour 297,704 | 1,281,833
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One-Time Costs

Milton Hydro has included one-time cost or non-annual costs of $162,660 in its 2016 Test Year
revenue requirement, based on a five year recovery for the costs legal and consulting fees for
the preparation and defence of the Application, and OEB and intervenor costs, of which one fifth
(1/5™) $123,160 are included in the 2016 Test Year. Also included in the 2016 Test Year are
the Customer Engagement costs amortized over two years at $39,500, as the OEB requires
distributors to undertake the Customer Engagement at least every two years. The one-time
costs would be recovered over the five years until the next rebasing. The costs are identified in
Table 4-31 below.

Table 4-31

One-time Costs

Cost of Sevice Rate Application 615,800 123,160

Customer Satisfaction Surveys 79,000 39,500

Cost of Service Application

Milton Hydro estimates that the total incremental costs for the preparation, legal and consulting,,
interrogatories, proceedings, OEB facilitation costs, Intervenor costs and OEB expert
consultants costs associated with this Cost of Service Application will be $615,800, details are
described in Regulatory section of this EXHIBIT, Table 4-32 - OEB Approved Appendix 2-M.
One fifth of this amount has been included in the 2016 Test Year.

Regulatory Costs

Milton Hydro’s Director, Regulatory Affairs is primarily responsible for preparing Regulatory
Filings and Rate Applications, completing audits, ensuring regulatory and legislative compliance
and providing input to the various regulatory agencies.

Milton Hydro’s regulatory expenses include annual assessment fees paid to the OEB, cost
awards for hearings, proceedings and other matters before the regulatory body and costs

associated with consultants providing regulatory compliance assistance.
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Milton Hydro will incur significant costs for preparing, processing and approval of its Cost of
Service Application. The costs include consulting and legal fees, OEB facilitation costs,
intervenor cost awards and OEB expert consultants costs as identified in Table 4-34, Board
Appendix 2-M. The total cost for this application is forecasted to be $615,800. Milton Hydro has
forecasted $202,200 for legal; $173,600 for consultants; $140,000 for Intervenor cost awards
and $100,000 for the OEB engineering consultants to review Milton Hydro’s DSP. Also included
in the Regulatory costs are the costs related to the OEB mandatory Customer Satisfaction and
Engagement surveys in the amount of $79,000 which are amortized over two years. Milton
Hydro requests approval for the recovery of these costs over a two and five year period.
Therefore, in the 2016 Test Year, Milton Hydro has included $162,660 in OM&A.

Table 4-32
Regulatory Costs — Appendix 2-M

Last Rebasing

Ongoing or Most Current

Regulatory Cost Category US0A Account USoA Account One-time Year (2011 Actuals 2015 Bridge Annual % 2016 Test Annual %
Balance 2 Board Year Change Year Change
Cost? Approved) Year 2014
(A) ®) ©) (®)] E) (@] ©) H) = [(GS)-(FN/(F) (0] () = [(-(GING)
1 |OEB Annual Assessment 5655 On-Going $ 71,781 | $ 83,023 | $ 90,000 8.40%| $ 93,000 3.33%
2 |OEB Section 30 Costs (Applicant-originated)
3 _|OEB Section 30 Costs (OEB-initiated) 5655 On-Going $ 2,500 $ 2,500
4 |Expert Witness costs for regulatory matters
5 |Legal costs for regulatory matters 5655 One-Time $ 14,625 $ 40,440
6 _|Consultants' costs for regulatory matters 5655 One-Time $ 16,500 | $ 26,899 -100.00%| $ 34,720
7 |Operating expenses associated with staff

resources allocated to regulatory matters

8 |Operating expenses associated with other 5655 On-Going $ 877 | $ 5,000 469.83%( $ 3,100 -38.00%|
| [resources allocated to regulatory matters :
9 |Other regulatory agency fees or assessments
10 [Any other costs for regulatory matters (please 5655 On-Going $ 14,000 $ 39,500
define)
| 11 [Intervenor costs 5655 One-Time $ 25,000 [ $ 2,308 | $ 2,500 8.32%( $ 48,000 1820.00%)
12 |Sub-total - Ongoing Costs * $ $ 88,281 | $ 83,900 | $ 95,000 13.23%| $ 138,100 45.37%
13 |Sub-total - One-time Costs * $ $ 56,125 | $ 29,207 | $ 2,500 -91.44%| $ 123,160 4826.40%
14 |Total $ $ 144,406 | $ 113,107 [ $ 97,500 -13.80%| $ 261,260 167.96%

Please fill out the following table for all one-time costs related to this cost of service application to be amortized over the test year plus the IRM period.

2015 Bridge Amortized
Historical Year(s) Year 2016 Test Year, Over 5 Years
4 |Expert Witness costs
5 |Legal costs 202,200 40,440
6_|Consultants' costs 173,600 34,720
7 |Incremental operating expenses associated with
staff resources allocated to this application.
8 [Incremental operating expenses associated with
other resources allocated to this application.
. . 100,000 20,000
OEB Expert Engineering Consultant -DSP
10 |Any other costs for regulatory matters (please 79,000 39,500
define)
11 |Intervenor costs 140,000 28,000
Total 694,800 162,660
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Low-income Energy Assistance Program (LEAP)

In 2011 Milton Hydro contributed $15,600 to the Low-Income Energy Assistance Program
(“LEAP™) based on 0.12% of Milton Hydro’s Distribution Revenue Requirement of $13,005,180.
This amount has been contributed to the Salvation Army annually for 2011 to 2015. In addition,
Milton Hydro contributed an additional $16,400 in 2015. This amount is not included in this

Application for recovery.

Milton Hydro will continue to provide low-income customers with emergency financial assistance
in the future. Milton Hydro has included $22,800 in the 2016 Test Year as an estimate and will

contribute 0.12% of its approved 2016 Test Year service revenue requirement once determined.

Charitable Donations and Political Donations

Milton Hydro confirms that it does not make charitable or political donations through the

distribution company and therefore there are no amounts to be removed from this Application.

DEPRECIATION, AMORTIZATION AND DEPLETION

Overview

Milton Hydro’s current depreciation/amortization policy is based on Canadian Generally
Accepted Accounting Principles (CGAAP), and guidelines set out by the OEB, where applicable.
Milton Hydro has converted to IFRS January 1, 2015 and as such the depreciation/amortization
policy in effect for the 2015 Bridge Year and 2016 Test Year is compliant with MIFRS.

On July 17, 2012 the Board issued a statement advising of changes to depreciation rates and
capitalization policies that would have been implemented under IFRS and could be made in
2012 under CGAAP (i.e. effective January 1, 2012), and must be made no later than 2013 (i.e.
effective January 1, 2013), regardless of whether the Canadian Accounting Standards Board
(AcSB) permitted further deferrals beyond 2013 for the changeover to IFRS (Board Letter, July
17, 2012 “Regulatory accounting policy direction regarding changes to depreciation expense

and capitalization policies in 2012 and 2013"). In 2013, Milton Hydro implemented the change
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to depreciation rates and the componentization of PP&E. Milton Hydro used the Kinectrics
report dated July 18, 2010, prepared for the OEB, as a guide and an assessment was ade of
remaining service lives for the purposes of determining the computation of depreciation expense
on a go-forward basis. Milton Hydro confirms that significant parts or components of each item

of PP&E are being depreciated separately. This is discussed in more detail below.

Milton Hydro’'s capital assets related to the distribution system and capital contributions are
amortized on a straight line basis, applying the “half-year” rule in the year of addition, over the
deemed life of the assets. The “half-year” rule continues to be used for the 2016 Test Year
capital additions and capital contributions. This is in accordance with Section 2.4.4 of Chapter 2

of the Filing Requirements for Electricity Distribution Rate Applications.
Construction in progress assets are not amortized until the project is complete.

Milton Hydro’s accounting policy is to expense borrowing costs. It does not capitalize interest
on capital projects unless they meet the IFRS criteria of a qualifying asset which is defined
in the Board’s Report of the Board EB-2008-0408 Transition to International Financial
Reporting Standards, July 28, 2009 as “an asset that necessarily takes a substantial period
of time to get ready for its intended use or sale.” Milton Hydro has capitalized borrowing costs
on a construction loan from IO for the renovations to its new Service Centre and
Administration building in it 2015 Bridge Year estimated in the amount of $367,474.

A summary of Milton Hydro’s depreciation by year is provided in Table 4-33. Tables 4-34
through 4-40 provide a summary by year for 2011 Actual, 2012 Actual, 2013 Actual, 2014
Actual, 2015 Bridge Year and 2016 Test Year of Milton Hydro’s depreciation expense including
asset amounts and rates of depreciation or amortization. These tables tie back to the
accumulated depreciation balances in the Fixed Asset Continuity Schedules provided in
EXHIBIT 2 - Rate Base, that are consistent with Board Appendix 2-BA.
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Reporting Basis CGAAP CGAAP CGAAP RCGAAP MIFRS MIFRS MIFRS
1609 [Capital Contributions Paid 1,524 3,059 3,059 3,059
1611 [Software 18,326 50,888 82,530 104,930
1805 [Land
1806 [Land Rights
1808 [Buildings and Fixtures
1810 [Leasehold Improvements
1815 [Transformer Station Equipment - Normally Primary above 50 kV/

1820 [Distribution Station Equipment - Normally Primary below 50 kV 23,011 23,011 23,011 23,011 23,011 23,011 23,011

1825 |Storage Battery Equipment

1830 [Poles, Towers and Fixtures 784,245 720,094 827,051 426,394 475,786 462,736 560,804

1835 [Overhead Conductors and Devices 634,560 625,677 673,299 276,361 297,679 386,616 375,334

1840 |Underground Conduit 769,380 802,272 863,986 474,315 512,029 573,327 620,884

1845 Underground Conductors and Devices 602,593 596,496 626,753 334,539 353,320 373,787 399,241

1850 [Line Transformers 1,217,616 1,349,137 1,366,718 647,454 683,051 714,602 741,959

1855 |Senvices 448,700 263,410 309,880 205,736 225,427 248,426 274,668

1860 |Meters 553,960 559,549 568,728 745,788 701,423 722,424 741,734

1865 [Other Installations on Customer's Premises

1905 [Land

1906 _|Land Rights

1908 [Buildings and Fixtures - - - - 105,000 210,000

1910 [Leasehold Improvements 71,163 80,211 80,211 80,211 12,024 - -

1915 [Office Furniture and Equipment 10,624 12,585 16,677 16,938 15,390 40,390 65,390

1920 Computer Equipment - Hardware 86,920 51,477 54,198 62,527 74,948 84,919 101,219

1925 [Computer Software 70,602 37,469 72,736 48,227 58,580 46,471 46,471

1930 [Transportation Equipment 138,446 144,636 114,356 74,427 114,437 161,308 205,996

1935 [Stores Equipment 8,318 9,089 6,077 5,012 7,370 12,246 19,956

1940 [Tools, Shop and Garage Equipment 6,950 5,172 5,210 7,663 6,916 7,794 8,744

1945 [Measurement and Testing Equipment 3,172 6,048 10,469 9,356 9,476 9,476 9,476

1950 [Power Operated Equipment

1955 |Communication Equipment 19,578 9,424 10,737 10,829 12,203 66,857 163,357

1960 [Miscellaneous Equipment

1970 [Load Management Controls - Customer Premises

1975 [Load Management Controls - Utility Premises

1980 [System Supenisory Equipment 1,757 4,441 14,375 23,375

1985 [Sentinel Lighting Rentals

1990 [Other Tangible Property 4,667 6,878 10,089 13,301 13,301 13,301 13,301

1995 [Contributions and Grants 1,640,853 1,550,573 1,677,429 929,573 |- 1,028,778 |- 1,121,371 |- 1,196,206
Less: Fully Allocated Depreciation

1930 |Transportation 138,446 144,636 114,356 74,338 114,437 161,308 205,996

1935 |Stores 8,318 9,089 6,077

1940 |Tools 6,950 5,172 5,210 7,663 6,916 7,794 8,744

1945 [Measurement & Testing Equipment 3,172 6,048 10,469 9,356 9,476 9,476 9,476
Total Depreciation Adjustments 156,886 164,946 136,112 91,357 130,829 178,578 224,216
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Accounting Standard CGAAP
Year 2011
OEB
Account Gross Fixed Accumulated Depreciation
3 Description ° Assets Depreciaiton |Depreciation Rate
1611 Computer Software (Formally known as
Account 1925) $ 502,729 |-$ 37,470 |-$ 390,011 20.0%
1612 Land Rights (Formally known as
Account 1906) $ - $ -
1805 Land $ 69,883 $ - 0.0%
1808 |Buildings $ - $ -
1810 (Leasehold Improvements $ - $ -
1815 |Transformer Station Equipment >50 kV | $ - $ -
1820 |Distribution Station Equipment <50 kV $ 1,516,192 |-$ 23,011 |-$ 1,380,731 4.0%
1825 |Storage Battery Equipment $ - $ -
1830 |Poles, Towers & Fixtures $ 22,717,466 |-$ 720,094 |-$ 8,839,734 4.0%
1835 Ovwerhead Conductors & Devices $ 19,530,932 |-$ 625,677 |-$ 11,369,087 4.0%
1840 |Underground Conduit $ 20,759,670 [-$ 802,272 |-$ 6,489,123 4.0%
1845 Underground Conductors & Devices $ 15,703,994 |-$ 596,496 |-$ 6,180,098 4.0%
1850 |Line Transformers $ 33,586,211 |-$ 1,349,137 [-$ 15,343,508 4.0%
1855 |Senices (Overhead & Underground) $ 11,929,187 [-$ 263,410 |-$ 3,217,430 4.0%
1860 |Meters $ - $ -
1860 |Meters (Smart Meters) $ 9,821,580 [-$ 559,549 |-$ 3,444,970 6.7%
1905 |Land $ 1,142,052 $ -
1908 |Buildings & Fixtures $ - $ -
1910 |Leasehold Improvements $ 377,009 |-$ 80,211 |-$ 204,563 20.0%
1915 |Office Furniture & Equipment (10 years) | $ 712,089 |-$ 12,585 |-$ 588,670 10.0%
1915 |Office Furniture & Equipment (5 years) $ - $ - 20.0%
1920 |Computer Equipment - Hardware $ 1,600,083 |-$ 51,477 |-$ 1,432,853 20.0%
1920 Computer Equip.-Hardware(Post Mar.
22/04) $ - $ -
1020 Computer Equip.-Hardware(Post Mar.
19/07) $ - $ -
1930 |Transportation Equipment $ 1,984,461 |-$ 144,636 |-$ 1,420,207 12.5% / 20%
1935 |Stores Equipment $ 224,974 |-$ 9,089 |-$ 165,904 10.0%
1940 |Tools, Shop & Garage Equipment $ 393,448 |-$ 5,172 |-$ 371,388 10.0%
1945 Measurement & Testing Equipment $ 89,254 |-$ 6,048 |-$ 23,214 10.0%
1950 |Power Operated Equipment $ - $ -
1955 [Communications Equipment $ 220,383 |-$ 9,424 |-$ 166,291 10.0%
Communication Equipment (Smart
1955 Meters) e ( $ - $ -
1960 |Miscellaneous Equipment $ - $ -
1970 Load .Management Controls Customer
Premises $ - $ -
1075 Load .Managemenl Controls Utility
Premises $ - $ -
1980 [System Supenisor Equipment $ 41,545 -$ 41,545
1985 |Miscellaneous Fixed Assets $ - $ -
1990 |Other Tangible Property $ 68,775 |-$ 6,878 |-$ 10,315 10.0%
1995 [Contributions & Grants -$ 40,103,153 | $ 1,550,573 | $ 9,669,992 4.0%
2440 |Deferred Revenue®
$ - $ -
Sub-Total $ 102,888,765 [-$ 3,752,063 [-$ 51,409,650
Less Socialized Renewable Energy
Generation Investments (input as
negative) $ - $ -
Less Other Non Rate-Regulated Utility
Assets (input as negative) - $ -
Total PP&E $ 102,888,765 [-$ 3,752,063 |-$ 51,409,650
Depreciation Expense adj. from gain or loss on the
retirement of assets (pool of like assets), if applicable®
Total -$ 3,752,063
Transportation -$ 144,636
Stores Equipment -$ 9,089
Tools, Shop & Garage Equipment -$ 5,172
Measurement & Testing Equipment -$ 6,048
Total Depreciation to EXHIBIT 2 -$ 3,587,118
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-$ 3,826,646

Accounting Standard CGAAP
Year 2012
OEB
CCA Account Gross Fixed Accumulated Depreciation
Class 2 3 Description ® Assets Depreciaiton _|Depreciation Rate
12 1611 Computer Software (Formally known as
Account 1925) $ 697,333 |-$ 72,736 [-$ 462,747 20.0%
Land Rights (Formally known as
e 1612 Accountglgoé) Y $ - $ -
N/A 1805 |Land $ 69,883 $ - 0.0%
47 1808 |Buildings $ - $ -
13 1810 |Leasehold Improvements $ - $ -
47 1815 |Transformer Station Equipment >50 kV | $ - $ -
47 1820 |Distribution Station Equipment <50 kV/ $ 1,516,192 |-$ 23,011 |-$ 1,403,742 4.0%
47 1825 |Storage Battery Equipment $ - $ -
47 1830 |Poles, Towers & Fixtures $ 26,746,709 |-$ 827,052 |-$ 9,666,786 4.0%
47 1835 |Overhead Conductors & Devices $ 21,079,859 [-$ 673,299 |-$ 12,042,386 4.0%
47 1840 |Underground Conduit $ 22,291,209 |-$ 863,986 |-$ 7,353,109 4.0%
47 1845 |Underground Conductors & Devices $ 16,497,130 [-$ 626,753 |-$ 6,806,851 4.0%
47 1850 |Line Transformers $ 35,028,627 |-$ 1,366,718 [-$ 16,710,226 4.0%
47 1855 Senices (Overhead & Underground) $ 13,221,494 |-$ 309,880 [-$ 3,527,310 4.0%
47 1860 |Meters $ - $ -
47 1860 |Meters (Smart Meters) $ 10,398,464 |-$ 568,728 |-$ 4,013,698 6.7%
N/A 1905 |Land $ 1,142,052 $ -
47 1908 |Buildings & Fixtures $ - $ -
13 1910 |Leasehold Improvements $ 377,009 [-$ 80,211 |-$ 284,774 20.0%
8 1915 |Office Furniture & Equipment (10 years) | $ 712,089 [-$ 16,677 [-$ 605,347 10.0%
8 1915 |Office Furniture & Equipment (5 years) $ - $ - 20.0%
10 1920 |Computer Equipment - Hardware $ 1,656,712 [-$ 54,198 [-$ 1,487,051 20.0%
Computer Equip.-Hardware(Post Mar.
45 1920 22/04’1)) o ‘ $ - $ -
mputer Equip.-Hardware(Post Mar.
45.1 1920 %’/0%"' auip ( s ) s .
10 1930 |Transportation Equipment $ 1,954,646 |-$ 114,356 |-$ 1,504,748 12.5% / 20%
8 1935 |Stores Equipment $ 224,974 |-$ 6,077 |-$ 171,981 10.0%
8 1940 |Tools, Shop & Garage Equipment $ 399,984 |-$ 5,210 |-$ 376,598 10.0%
8 1945 Measurement & Testing Equipment $ 124,136 [-$ 10,469 |-$ 33,683 10.0%
8 1950 |Power Operated Equipment $ - $ -
8 1955 |Communications Equipment $ 236,292 |-$ 10,737 |-$ 177,028 10.0%
mmunication Equipment (Smart
& 1955 l\clloetersL)J ¢ i ) $ - $ -
8 1960 |Miscellaneous Equipment $ - $ -
1070 Load Management Controls Customer
47 Premises $ - $ -
47 1075 Load ‘Management Controls Utility
Premises $ - $ -
47 1980 |System Supenisor Equipment $ 41,545 -$ 41,545 6.7%
47 1985 |Miscellaneous Fixed Assets $ - $ -
47 1990 |Other Tangible Property $ 133,004 |-$ 10,089 |-$ 20,404 10.0%
47 1995 |Contributions & Grants -$ 43,960,304 | $ 1,677,429 | $ 11,347,421 4.0%
47 2440 |Deferred Revenue®
$ - $ -
Sub-Total $ 110,589,040 |-$ 3,962,758 |-$ 55,342,593
Less Socialized Renewable Energy
Generation Investments (input as
negative) $ - $ -
Less Other Non Rate-Regulated Utility
Assets (input as negative) $ - $ -
Total PP&E $ 110,589,040 |-$ 3,962,758 |-$ 55,342,593
Depreciation Expense adj. from gain or loss on the
retirement of assets (pool of like assets), if applicable®
Total -$ 3,962,758
10 Transportation -$ 114,356
8 Stores Equipment -$ 6,077
8 Tools, Shop & Garage Equipment -$ 5,210
8 Measurement & Testing Equipment -$ 10,469
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Accounting Standard CGAAP
Year 2013
OEB
CCA | Account Gross Fixed Accumulated Depreciation
Class 2 3 Description ® Assets Depreciaiton |Depreciation Rate
47 1609 [Capital Contributions Paid $ 122,349 |-$ 2,447 |-$ 2,447 4.0%
12 1611 Computer Software (Formally known as
Account 1925) $ 880,584 |-$ 103,278 |-$ 566,025 20.0%
Land Rights (Formally known as
©=e 1612 Accoumg 19055) Y $ - $ -
N/A 1805 [Land $ 69,883 $ - 0.0%
47 1808 [Buildings $ - $ -
13 1810 [Leasehold Improvements $ - $ -
47 1815 |Transformer Station Equipment >50 kV | $ - $ -
47 1820 |Distribution Station Equipment <50 kV $ 1,516,192 |-$ 23,011 |-$ 1,426,753 4.0%
47 1825 [Storage Battery Equipment $ - $ -
47 1830 [Poles, Towers & Fixtures $ 29,067,566 [-$ 915,637 |-$ 10,582,423 4.0%
47 1835 |Owerhead Conductors & Devices $ 21,987,645 |-$ 722,438 |-$ 12,764,824 4.0%
47 1840 Underground Conduit $ 24,186,973 |-$ 892,593 |-$ 8,245,702 4.0%
47 1845 Underground Conductors & Devices $ 17,424,019 |-$ 661,143 |-$ 7,467,994 4.0%
47 1850 |Line Transformers $ 36,238,204 [-$ 1,379,144 |-$ 18,089,370 4.0%
47 1855 |Senices (Overhead & Underground) $ 14,091,318 |-$ 353,105 |-$ 3,880,415 4.0%
47 1860 |Meters $ - $ -
47 1860 Meters (Smart Meters) $ 11,289,863 |-$ 656,214 |-$ 4,669,912 6.7%
N/A 1905 [Land $ 1,142,052 $ -
47 1908 |Buildings & Fixtures $ - $ -
13 1910 Leasehold Improvements $ 377,009 |-$ 80,211 |-$ 364,985 20.0%
8 1915 [Office Furniture & Equipment (10 years) | $ 712,089 |-$ 16,939 |-$ 622,286 10.0%
8 1915 |[Office Furniture & Equipment (5 years) $ - $ - 20.0%
10 1920 [Computer Equipment - Hardware $ 1,794,135 [-$ 67,940 |-$ 1,554,991 20.0%
Computer Equip.-Hardware(Post Mar.
45 1020 |7 Oi’) aulp. ( s . s )
Computer Equip.-Hardware(Post Mar.
451 1920 19/0% quip ( s i s i
10 1930 [Transportation Equipment $ 2,152,769 [-$ 148,853 |-$ 1,471,549 12.5% / 20%
8 1935 |Stores Equipment $ 281,519 |-$ 8,795 |-$ 180,776 10.0%
8 1940 |Tools, Shop & Garage Equipment $ 405,366 |-$ 17,020 |-$ 393,618 10.0%
8 1945 [Measurement & Testing Equipment $ 126,481 -$ 33,683 10.0%
8 1950 Power Operated Equipment $ - $ -
8 1955 [Communications Equipment $ 240,188 |-$ 10,830 |-$ 187,858 10.0%
Communication Equipment (Smart
8 1955 Meters) e ¢ $ - $ -
8 1960 [Miscellaneous Equipment $ - $ -
1970 Load Management Controls Customer
47 Premises $ - $ -
47 1075 Load ‘Management Controls Utility
Premises $ - $ -
47 1980 |System Supenisor Equipment $ 94,199 |-$ 1,755 |-$ 43,300 6.7%
47 1985 |Miscellaneous Fixed Assets $ - $ -
47 1990 |Other Tangible Property $ 133,004 |-$ 10,089 |-$ 30,493 10.0%
47 1995 |Contributions & Grants -$ 47,115,668 | $ 1,810,413 | $ 13,157,835 4.0%
47 2440 |Deferred Revenue®
$ - $ -
Sub-Total $ 117,217,740 |-$ 4,261,029 |-$ 59,421,569
Less Socialized Renewable Energy
Generation Investments (input as
negative) $ - $ -
Less Other Non Rate-Regulated Utility
Assets (input as negative) $ - $ -
Total PP&E $ 117,217,740 |-$ 4,261,029 [-$ 59,421,569
retirement of assets (pool of like assets), if applicable®
Total -$ 4,261,029
10 Transportation -$ 148,853
8 Stores Equipment -$ 8,795
8 Tools, Shop & Garage Equipment -$ 17,020
8 Measurement & Testing Equipment $ -
-$ 4,086,361
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$ 2,462,764

Accounting Standard MIFRS
Year 2013
OEB
CCA | Account Gross Fixed Accumulated Depreciation
Class 2 3 Description ® Assets Depreciaiton |Depreciation Rate
47 1609 Capital Contributions Paid $ 122,349 |-$ 1,524 |-$ 1,524 2.5%
12 1611 Computer Software (Formally known as
Account 1925) $ 880,584 |-$ 66,553 [-$ 529,300 20.0%
Land Rights (Formally known as
@=c 1612 Accoun?lQOé) Y $ - $ -
N/A 1805 |Land $ 69,883 $ - 0.0%
47 1808 |Buildings $ - $ -
13 1810 [Leasehold Improvements $ - $ -
47 1815 |[Transformer Station Equipment >50 kV $ - $ -
47 1820 |Distribution Station Equipment <50 kV/ $ 1,516,192 |-$ 23,011 |-$ 1,426,753 2.5%
47 1825 |Storage Battery Equipment $ - $ -
47 1830 [Poles, Towers & Fixtures $ 28,731,865 |-$ 426,392 |-$ 10,093,177 2.2%
47 1835 Owerhead Conductors & Devices $ 21,856,338 |-$ 276,361 |-$ 12,318,747 2.2%
47 1840 |Underground Conduit $ 23,912,760 |-$ 474,315 |-$ 7,827,424 2.5%
47 1845 |Underground Conductors & Devices $ 17,289,949 |-$ 334,539 [-$ 7,141,390 2.5%
47 1850 |Line Transformers $ 36,063,245 |-$ 647,454 |-$ 17,357,680 2.5%
47 1855 |Senices (Overhead & Underground) $ 13,965,502 |-$ 205,736 [-$ 3,733,046 2.5%
47 1860 |Meters $ - $ -
47 1860 |Meters (Smart Meters) $ 11,192,794 |-$ 745,788 |-$ 4,759,486 6.7%
N/A 1905 |Land $ 1,142,052 $ -
47 1908 |[Buildings & Fixtures $ - $ -
13 1910 [Leasehold Improvements $ 377,009 |-$ 80,211 |-$ 364,985 20.0%
8 1915 Office Furniture & Equipment (10 years) | $ 712,089 |-$ 16,938 |-$ 622,285 10.0%
8 1915 |Office Furniture & Equipment (5 years) $ - $ - 20.0%
10 1920 [Computer Equipment - Hardware $ 1,794,135 [-$ 62,527 |-$ 1,549,578 20.0%
Computer Equip.-Hardware(Post Mar.
45 1920 | Of) aulp. ( s . s .
Computer Equip.-Hardware(Post Mar.
45.1 1920 19/0% quip ( s . s A
10 1930 |Transportation Equipment $ 2,152,769 |-$ 74,427 |-$ 1,397,123 12.5% / 20%
8 1935 |Stores Equipment $ 281,519 |-$ 5,012 |-$ 176,993 10.0%
8 1940 |Tools, Shop & Garage Equipment $ 405,366 |-$ 7,663 |[-$ 384,261 10.0%
8 1945 |Measurement & Testing Equipment $ 126,481 |-$ 9,356 [-$ 43,039 10.0%
8 1950 [Power Operated Equipment $ - $ -
8 1955 Communications Equipment $ 240,188 |-$ 10,829 [-$ 187,857 10.0%
Communication Equipment (Smart
8 1955 Meters) e ) $ - $ -
8 1960 [Miscellaneous Equipment $ - $ -
1970 Load Management Controls Customer
47 Premises $ - $ -
47 1975 ;(:ziil\s/lzsnagement Controls Utility R ) s )
47 1980 |[System Supenisor Equipment $ 94,199 |-$ 1,757 |-$ 43,302 6.7%
47 1985 |Miscellaneous Fixed Assets $ - $ -
47 1990 |Other Tangible Property $ 133,004 |-$ 13,301 |-$ 33,705 10.0%
47 1995 [Contributions & Grants -$ 47,115,668 | $ 929,573 [ $ 12,276,994 2.5%
47 2440 |Deferred Revenue®
$ - $ -
Sub-Total $ 115,944,605 |-$ 2,554,121 |-$ 57,714,661
Less Socialized Renewable Energy
Generation Investments (input as
negative) $ - $ -
Less Other Non Rate-Regulated Utility
Assets (input as negative) $ - $ -
Total PP&E $ 115,944,605 |-$ 2,554,121 |-$ 57,714,661
retirement of assets (pool of like assets), if applicable®
Total -$ 2,554,121
10 Transportation -$ 74,338
8 Stores Equipment
8 Tools, Shop & Garage Equipment -$ 7,663
8 Measurement & Testing Equipment -$ 9,356




Table 4-38
2014 Actuals — Asset Amount, Accumulated Amortization, Depreciation Amount & Rate
of Depreciation — MIFRS

Milton Hydro Distribution Inc.

EB-2015-0089
OPERATING EXPENSES
EXHIBIT 4

Page 62 of 83

Filed: August 28, 2015

$ 2,495,154

Accounting Standard MIFRS
Year 2014
OEB
CCA | Account Gross Fixed Accumulated Depreciation
Class 2 3 Description ® Assets Depreciaiton |Depreciation Rate
47 1609 Capital Contributions Paid $ 122,349 |-$ 3,059 |-$ 4,583 2.5%
12 1611 Computer Software (Formally known as
Account 1925) $ 1,022,976 |-$ 109,468 [-$ 638,768 20.0%
Land Rights (Formally known as
@=c 1612 Accoun?lQOé) Y $ - $ -
N/A 1805 |Land $ 69,883 $ - 0.0%
47 1808 |Buildings $ - $ -
13 1810 [Leasehold Improvements $ - $ -
47 1815 |[Transformer Station Equipment >50 kV $ - $ -
47 1820 |Distribution Station Equipment <50 kV/ $ 1,516,192 |-$ 23,011 |-$ 1,449,764 2.5%
47 1825 |Storage Battery Equipment $ - $ -
47 1830 [Poles, Towers & Fixtures $ 31,199,868 |-$ 475,788 |-$ 10,568,966 2.2%
47 1835 [Owerhead Conductors & Devices $ 22,998,751 [-$ 297,679 [-$ 12,616,426 2.2%
47 1840 |Underground Conduit $ 26,162,539 |-$ 512,029 |-$ 8,339,453 2.5%
47 1845 |Underground Conductors & Devices $ 18,700,819 |-$ 353,320 [-$ 7,494,710 2.5%
47 1850 |Line Transformers $ 37,877,784 |-$ 683,051 |-$ 18,040,731 2.5%
47 1855 |Senices (Overhead & Underground) $ 14,797,250 |-$ 225,427 |-$ 3,958,473 2.5%
47 1860 |Meters $ - $ -
47 1860 |Meters (Smart Meters) $ 11,625,856 |-$ 701,423 |-$ 5,460,909 6.7%
N/A 1905 |Land $ 5,182,052 $ -
47 1908 |[Buildings & Fixtures $ - $ -
13 1910 [Leasehold Improvements $ 377,009 |-$ 12,024 |-$ 377,009 20.0%
8 1915 Office Furniture & Equipment (10 years) | $ 714,887 |-$ 15,390 |-$ 637,675 10.0%
8 1915 |Office Furniture & Equipment (5 years) $ - $ - 20.0%
10 1920 [Computer Equipment - Hardware $ 1,892,372 [-$ 74,948 |-$ 1,624,526 20.0%
Computer Equip.-Hardware(Post Mar.
45 1920 | Of) aulp. ( s . s .
Computer Equip.-Hardware(Post Mar.
45.1 1920 19/0% quip ( s . s A
10 1930 |Transportation Equipment $ 2,661,180 |-$ 114,437 |-$ 1,479,598 12.5% / 20%
8 1935 |Stores Equipment $ 281,519 |-$ 7,370 |-$ 184,363 10.0%
8 1940 |Tools, Shop & Garage Equipment $ 420,812 |-$ 6,916 |-$ 391,177 10.0%
8 1945 |Measurement & Testing Equipment $ 126,481 |-$ 9,476 |-$ 52,515 10.0%
8 1950 [Power Operated Equipment $ - $ -
8 1955 Communications Equipment $ 269,021 |-$ 12,203 [-$ 200,060 10.0%
Communication Equipment (Smart
8 1955 Meters) e ) $ - $ -
8 1960 [Miscellaneous Equipment $ - $ -
1970 Load Management Controls Customer
47 Premises $ - $ -
47 1975 ;(:ziil\s/lzsnagement Controls Utility R ) s )
47 1980 |System Supenisor Equipment $ 122,172 |-$ 4,441 |-$ 47,743 6.7%
47 1985 |Miscellaneous Fixed Assets $ - $ -
47 1990 |Other Tangible Property $ 133,004 |-$ 13,301 |-$ 47,006 10.0%
47 1995 |[Contributions & Grants -$ 51,971,243 | $ 1,028,778 | $ 13,305,772 2.5%
47 2440 |Deferred Revenue®
$ - $ -
Sub-Total $ 126,303,534 |-$ 2,625,983 |-$ 60,308,683
Less Socialized Renewable Energy
Generation Investments (input as
negative) $ - $ -
Less Other Non Rate-Regulated Utility
Assets (input as negative) $ - $ -
Total PP&E $ 126,303,534 |-$ 2,625,983 |-$ 60,308,683
retirement of assets (pool of like assets), if applicable®
Total -$ 2,625,983
10 Transportation -$ 114,437
8 Stores Equipment
8 Tools, Shop & Garage Equipment -$ 6,916
8 Measurement & Testing Equipment -$ 9,476
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Accounting Standard MIFRS
Year 2015
OEB
CCA | Account Gross Fixed Accumulated Depreciation
Class ? 3 Description ® Assets Depreciaiton |Depreciation Rate
47 1609 Capital Contributions Paid $ 122,349 |-$ 3,059 |-$ 7,642 2.5%
12 1611 Computer Software (Formally known as
Account 1925) $ 1,196,976 |-$ 129,001 |-$ 767,769 20.0%
Land Rights (Formally known as
e 1612 Accountg 19055) Y $ - $ -
N/A 1805 |Land $ 69,883 $ - 0.0%
47 1808 |Buildings $ - $ -
i3 1810 |[Leasehold Improvements $ - $ -
47 1815 |Transformer Station Equipment >50 kV | $ - $ -
47 1820 |Distribution Station Equipment <50 kV $ 1,516,192 |-$ 23,011 |-$ 1,472,775 2.5%
47 1825 |Storage Battery Equipment $ - $ -
47 1830 |Poles, Towers & Fixtures $ 32,953,223 |-$ 462,736 |-$ 11,031,702 2.2%
47 1835 Owerhead Conductors & Devices $ 24,463,680 |-$ 386,616 |-$ 13,003,042 2.2%
47 1840 |Underground Conduit $ 27,905,539 |-$ 573,327 |-$ 8,912,780 2.5%
47 1845 Underground Conductors & Devices $ 19,837,187 |-$ 373,787 |-$ 7,868,497 2.5%
47 1850 |Line Transformers $ 38,925,429 |-$ 714,602 [-$ 18,755,333 2.5%
47 1855 |Senices (Overhead & Underground) $ 15,806,528 |-$ 248,426 |-$ 4,206,899 2.5%
47 1860 |Meters $ - $ -
47 1860 |Meters (Smart Meters) $ 11,911,221 |-$ 722,424 |-$ 6,183,333 6.7%
N/A 1905 |Land $ 4,072,787 $ - 0.0%
47 1908 |Buildings & Fixtures $ 10,500,000 |-$ 105,000 |-$ 105,000 2.0%
13 1910 |[Leasehold Improvements $ 377,009 | $ - -$ 377,009 20.0%
8 1915 |Office Furniture & Equipment (10 years) | $ 1,214,887 |-$ 40,390 |-$ 678,065 10.0%
8 1915 |Office Furniture & Equipment (5 years) $ - $ - 20.0%
10 1920 |Computer Equipment - Hardware $ 1,972,372 |-$ 84,919 |-$ 1,709,445 20.0%
Computer Equip.-Hardware(Post Mar.
45 1920 (% of) quip ( s i s .
Computer Equip.-Hardware(Post Mar.
45.1 1920 19/0% quip ( s ) s .
10 1930 |Transportation Equipment $ 3,191,180 [-$ 161,308 |-$ 1,640,906 12.5% / 20%
8 1935 |Stores Equipment $ 398,551 [-$ 12,246 |-$ 196,609 10.0%
8 1940 |Tools, Shop & Garage Equipment $ 430,312 [-$ 7,794 |-$ 398,971 10.0%
8 1945 |Measurement & Testing Equipment $ 126,481 |-$ 9,476 |-$ 61,991 10.0%
8 1950 |Power Operated Equipment $ - $ -
8 1955 |Communications Equipment $ 1,369,021 [-$ 66,857 |-$ 266,917 10.0%
Communication Equipment (Smart
g 1055 Meters) P ( $ - $ -
8 1960 [Miscellaneous Equipment $ - $ -
1970 Load Management Controls Customer
a7 Premises $ - $ -
47 1975 Load »Management Controls Utility
Premises $ - $ -
47 1980 |System Supenisor Equipment $ 392,172 |-$ 14,375 |-$ 62,118 6.7%
47 1985 [Miscellaneous Fixed Assets $ - $ -
47 1990 |Other Tangible Property $ 133,004 |-$ 13,301 |-$ 60,307 10.0%
47 1995 |Contributions & Grants $ - $ -
47 2440 |Deferred Revenue® -$ 54,744,963 | $ 1,121,371 [ $ 14,427,143 2.5%
$ - $ -
Sub-Total $ 144,141,021 |-$ 3,031,284 |-$ 63,339,967
Less Socialized Renewable Energy
Generation Investments (input as
negative) $ - $ -
Less Other Non Rate-Regulated Utility
Assets (input as negative) $ - $ -
Total PP&E $ 144,141,021 |-$ 3,031,284 |-$ 63,339,967
retirement of assets (pool of like assets), if applicable®
Total -$ 3,031,284
10 Transportation -$ 161,308
8 Stores Equipment
8 Tools, Shop & Garage Equipment -$ 7,794
8 Measurement & Testing Equipment -$ 9,476
-$ 2,852,706
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Accounting Standard MIFRS
Year 2016
OEB
CCA | Account Gross Fixed Accumulated Depreciation
Class 2 3 Description ® Assets Depreciaiton |Depreciation Rate
47 1609 |Capital Contributions Paid $ 122,349 [-$ 3,059 |-$ 10,701 2.5%
12 1611 Computer Software (Formally known as
Account 1925) $ 1,246,976 |-$ 151,401 |-$ 919,170 20.0%
Land Rights (Formally known as
exc 1612 Accountg190(6) Y $ - $ -
N/A 1805 |[Land $ 69,883 $ - 0.0%
47 1808 [Buildings $ - $ -
13 1810 |Leasehold Improvements $ - $ -
47 1815 |Transformer Station Equipment >50 kV | $ - $ -
47 1820 |Distribution Station Equipment <50 kV $ 1,516,192 |-$ 23,011 |-$ 1,495,786 2.5%
47 1825 |Storage Battery Equipment $ - $ -
47 1830 |Poles, Towers & Fixtures $ 35,704,380 |-$ 560,803 |-$ 11,592,505 2.2%
47 1835 |Owerhead Conductors & Devices $ 26,304,970 |-$ 375,334 |-$ 13,378,376 2.2%
47 1840 |Underground Conduit $ 29,708,039 [-$ 620,884 |-$ 9,533,664 2.5%
47 1845 |Underground Conductors & Devices $ 20,996,231 |-$ 399,241 |-$ 8,267,738 2.5%
47 1850 [Line Transformers $ 40,066,349 |-$ 741,959 [-$ 19,497,292 2.5%
47 1855 |Senices (Overhead & Underground) $ 16,896,604 [-$ 274,668 |-$ 4,481,567 2.5%
47 1860 [Meters $ - $ -
47 1860 [Meters (Smart Meters) $ 12,205,147 |-$ 741,734 |-$ 6,925,067 6.7%
N/A 1905 [Land $ 4,072,787 $ -
47 1908 [Buildings & Fixtures $ 10,500,000 |-$ 210,000 |-$ 315,000 2.0%
13 1910 |Leasehold Improvements $ 377,009 -$ 377,009 20.0%
8 1915 |Office Furniture & Equipment (10 years) | $ 1,214,887 |-$ 65,390 |-$ 743,455 10.0%
8 1915 [Office Furniture & Equipment (5 years) $ - $ - 20.0%
10 1920 [Computer Equipment - Hardware $ 2,055,372 |-$ 101,219 |-$ 1,810,664 20.0%
Computer Equip.-Hardware(Post Mar.
45 1920 | 0“6 quip ( s . s )
Computer Equip.-Hardware(Post Mar.
45.1 1920 19/0;’) auip ( s . s .
10 1930 [Transportation Equipment $ 3,701,180 |-$ 205,996 |-$ 1,846,902 12.5% / 20%
8 1935 [Stores Equipment $ 466,551 |-$ 19,956 |-$ 216,565 10.0%
8 1940 |Tools, Shop & Garage Equipment $ 439,812 |-$ 8,744 |-$ 407,715 10.0%
8 1945 [Measurement & Testing Equipment $ 126,481 |-$ 9,476 |-$ 71,467 10.0%
8 1950 |Power Operated Equipment $ - $ -
8 1955 |Communications Equipment $ 2,199,021 |-$ 163,357 |-$ 430,274 10.0%
Communication Equipment (Smart
8 1955 Meters) e ¢ $ - $ -
8 1960 [Miscellaneous Equipment $ - 3$ -
1970 Load Management Controls Customer
47 Premises $ - $ -
47 1975 Load Management Controls Utility
Premises $ - $ -
47 1980 |System Supenisor Equipment $ 392,172 |-$ 23,375 |-$ 85,493 6.7%
47 1985 |Miscellaneous Fixed Assets $ - $ -
47 1990 |Other Tangible Property $ 133,004 |-$ 13,301 [-$ 73,608 10.0%
47 1995 |Contributions & Grants $ - $ -
47 2440 |Deferred Revenue® -$ 58,024,963 | $ 1,196,206 | $ 15,623,349 2.5%
$ - $ -
Sub-Total $ 152,490,434 |-$ 3,516,702 |-$ 66,856,669
Less Socialized Renewable Energy
Generation Investments (input as
negative) $ - $ -
Less Other Non Rate-Regulated Utility
Assets (input as negative) $ - $ -
Total PP&E $ 152,490,434 |-$ 3,516,702 |-$ 66,856,669
Depreciation Expense adj. from gain or loss on the retirement of assets (pool of like assets), if applicable®
Total [s 3,516,702 |
10 Transportation -$ 205,996
8 Stores Equipment
8 Tools, Shop & Garage Equipment -$ 8,744
8 Measurement & Testing Equipment -$ 9,476
-$ 3,292,486
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Asset and Retirement Obligations

At this time, Milton Hydro does not have any Asset Retirement Obligations (“AROs”), associated

depreciation or accretion expenses in relation to the AROs to report as part of this Application.

Depreciation Practices - Useful Lives and Componentization

The following outlines the depreciation practices used by Milton Hydro in this Application and

provides a summary of changes since the last cost of service Application.

In preparation for the conversion to IFRS, Milton Hydro retained the services of KPMG to assist
with determining the level of property, plant and equipment (PP&E) componentization
required under IFRS and establishing updated useful lives referencing the Kinectrics report.
KPMG and Milton Hydro worked together to determine an appropriate level of componentization
on historical assets and an assessment of remaining useful lives that incorporated all material
components of historical costs. KPMG facilitated discussions with Milton Hydro’'s
Engineering, Operations, Regulatory and Finance departments in order to determine a
reasonable estimate of the useful lives of the assets of Milton Hydro. Milton Hydro adjusted
the service lives to reflect the assets’ useful life for which to calculate Depreciation Expense for
2013 and forward. The adjustments made to Milton Hydro’s service lives had a significant impact
on Milton Hydro’s depreciation expense and this change which is recorded in Account 1576

is explained in detail in EXHIBIT 9 — Deferral and Variance Accounts.

With the exception of concrete poles included in USoA 1830 — Poles, Towers & Fixtures and
overhead conductor included in USoA 1935 — Overhead Conductor and Devices, Milton Hydro
confirms that the useful lives for all other asset groups fall within the range allowed in the OEB
sponsored Kinectrics study and those significant parts or components of each item of PP&E are

being depreciated separately.

Under CGAAP, Milton Hydro recorded customer contributions as an offset to the cost of capital
assets and amortized accordingly. Under MIFRS, Milton Hydro cannot capitalize these customer
contributions as part of its net capital assets, but instead will classify the contributions as a
deferred revenue liability and amortize the costs to revenue over the life of the asset the
contribution relates to. For financial reporting purposes, Milton Hydro will classify forecasted

customer contributions for the 2015 Bridge Year and 2016 Test Year as deferred revenue and
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amortized the contribution to revenue over the life of the related asset. For rate setting
purposes, these costs are included as an offset to rate base and the related amortized revenue

as an offset to depreciation expense.

Milton Hydro confirms that no further depreciation expense policy changes or changes in asset

service lives have been made subsequent to those made January 1, 2013.

More details on this process and on the conversion to IFRS are provided in EXHIBIT 2 — Rate

Base, within the “Capitalization Policy” section.

The following Table 4-41, consistent with the OEB Appendix 2-BB, provides a summary of the
life comparison between Milton Hydro’s selected useful lives and those provided in Table F-1

and F-2 of the Kinectrics Report.

Table 4-41

Service Life Comparison — Appendix 2-BB
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Asset Details Useful Life @R proneeed] Outside Range of Min,
US0A Account Max TUL?
US0A Account Description
* Category| Component | Type tumber Yo Rat Y Rate | Below Min| Above Max
Parent # gory| Comp, | Typ: Nl |To MAX UL (&5 ate ears e TUL TUL
Overall 35 5 1830 OH Pole System 25 2% a5 2% No No
1 |Fully Dressed Wood Poles Cross Am [Wood 20 40
[Steel 30 70
Overall 50 60 OH Pole System 25 2% 45 2% Yes No
2 Fully Dressed Concrete Poles Cross Amm [wood 20 40
[Steel 30 70
Overall 60 60 n/a
3 |Fully Dressed Steel Poles Cross Am [Wood 20 40
OH |Steel 30 70
4___|OH Line Switch 30 45 OH Devices 25 2% a5 2% No No
5 |OH Line Switch Motor 15 25 n/a
6 __|OH Line Switch RTU 15 20 System Supenis 15 7% 15 7% No No
7 |OH Integral Switches 35 45 OH Devices 25 2% a5 2% No No
8 [OH Cond: 50 60 OH Wires 25 2% a5 2% Yes No
9 |OH Transformers & Voltage Regulators 30 40 Di i 25 2% 40 3% No No
10 __|OH Shunt Capacitor Banks 25 30
11 25 40 OH Devices 25 2% a5 2% No No
Overall 30 a5 Di 25 2% 40 3% No No
12 |Power Transformers Bushing 10 20
|Tap Changer 20 30
13 |Station Senice 30 45 Di 25 4% 40 3% No No
14 |Station Grounding Transformer 30 40 n/a
Overall 10 20 System Supens: 15 7% 15 7% No No
15 |station DC System Battery Bank 10 15 n/a
Charger 20 20 n/a
Tsams| 16 |Station Metal Clad Swi Overall 30 40 25 2% 40 3% No No
Removable Breaker 25 40 25 2% 40 3% No No
17__|Station Breakers 35 45 n/a
18 [Station Switch 30 50 n/a
19 [El Relays 25 35 25 2% 40 3% No No
20 _|Solid State Relays 10 30 25 2% 40 3% No No
21 |Digital & Numeric Relays 15 20 n/a
22__|Rigid Busbars 30 55 n/a
23 |Steel Structure 35 50 Substation 25 2% 40 3% No No
24 |Primary Paper Insulated Lead Covered (PILC) Cables 60 65 n/a
25 |Primary Ethylene-Propylene Rubber (EPR) Cables 20 25 n/a
Primary Non-Tree Retardant (TR) Cross Linked
26 |polyethylene (X_PE) Cables Direct Buried 20 2 e
27 _|Primary Non-TR XLPE Cables in Duct 20 25 n/a
29 |Primary TR XLPE Cables in Duct 35 40 UG Cable System 25 2% 40 3% No No
30 _|Secondary PILC Cables 70 75
31__|Secondary Cables Direct Buried 25 35 UG Cable System 25 2% 40 3% No No
32 |Secondary Cables in Duct 35 40 UG Cable System 25 2% 40 3% No No
Overall 20 35 Distributi 25 2% 40 3% No No
e 33 [Network Tranformers }Pm‘emr o =
34__|Pad-Mounted 25 40 Di 25 2% 40 3% No No
35 _|Submersible/Vault Tr 25 35 Di 25 2% 40 3% No No
36 |UG Foundation , 35 55 Duct & Civil 25 2% a5 2% No No
Overall 40 60 Duct & Civil 25 2% a5 2% No No
37 |uG vaults [Root 20 =
38 |UG Vault Switches 20 35 UG Cable System 25 2% 40 3% No No
39 |Pad-Mounted 20 30 Pad Mounted 25 2% 40 3% No No
40 |Ducts 30 50 Duct & Civil 25 2% 40 3% No No
41 |Concrete Encased Duct Banks 35 55 Duct & Civil 25 2% 40 3% No No
42__|Cable Chambers 50 60 n/a
S 43 |Remote SCADA 15 20 System Sup 15 7% 15 7% No No
Table F-2 from Kinetrics Report*
i Outside Range of Min,
Asset Details Current Proposed
US0A Account Max TUL?
Useful Life Range US0A Account Description
Number Below Min | Above Max
# Category| Component | Type Years Rate Years Rate
Range Range
1 |Office Equipment 5] 15 1915 Office 10 10% 10 10% No No
Trucks & Buckets 5| 15 1930 Vehicles - Hea 8 13% 12 8% No No
2 |Vehicles Trailers 5| 20 1930 Vehicles - Light 5 20% 8 13% No No
[Vans 5| 10 1930 Vehicles - Other Mobile ) 13% 8 13% No No
3 Buildings 50| 75 1908 Buildings 50 2% 50 2% No No
4 |Leasehold Improvements Lease dependent 1910 Leasehold 5 20% 5 20%
Station Buildings 50[ 5 n/a
Parking 25| 0 n/a
5 |station Buildings Fence 23‘ 5 EE
Roof 20) 0 n/a
5 |Computer Equipment Hardware 3] 5 1920 Computer Hardware 5 20% 5 20% No No
Software 2| 5 1925 Computer Software 3 33% 5 20% No No
Power Operated 5| 10 1940 Power Operated 10 10% 10 10% No No
7 |equipment Stores 5| 10 1935 Stores 10 10% 10 10% No No
Tools, Shop, Garage 5| 10 1940 Major Tools 10 10% 10 10% No No
Measurement & Testing Equipment 5| 10 1945 Measurement & Testing 10 10% 10 10% No No
Other Tangible 5| 10 1990 Other Tangible 10 10% 10 10% No No
8 Communication Towers 60 70 1955 n/a
Wireless 2| 0 1955 C 10 10% 10 10% No No
9 |Residential Energy Meters 25| 5 1860 n/a 0%
10 [IndustriallCommercial Energy Meters 25| 5 1860 n/a 0%
11 [Wholesale Energy Meters 15} 0
12 Current & Potential Transformer (CT & PT) 35| 0
13 [Smart Meters 5| 15 1860 Meters 1525 0% 15 7% No No
14 |Repeaters - Smart Metering 10 15 1860 Meters 1525 0% 15 7% No No
15 |Data Collectors - Smart Metering 15 20 1860 Meters 1525 0% 15 7% No No

Table 42 provides details of the two asset groups which fall outside of the Kinectrics range.

Table 4-42
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Asset Groups Outside of Kinectrics Range

Poles, Towers & Fixtures Concrete Poles 1830 45 50 60 80

Overhead Conductor & Devices Conductor 1835 45 50 60 75

Milton Hydro has proposed a useful life of 45 years for an overhead conductor as the majority of
Milton Hydro's overhead plant is on wooden poles which have a typical useful life of 45 years.
The replacement of an overhead conductor and devices would be triggered by the replacement
of the pole(s). Milton Hydro has determined that it is inefficient and uneconomical to replace a
pole without replacing the old conductor and devices as that equipment would have to be

replaced in the near future.

Milton Hydro only has 700 concrete poles in its distribution system out of over 9,000 poles and
therefore very little experience in the life of a concrete pole. Milton Hydro is aware that concrete
poles are susceptible to deterioration due to the amount of road salt used during the winter
months where the salty snow and slush meet the base of the concrete pole. Based on this fact
and the small number of concrete poles owned by Milton Hydro it was determined that Milton
Hydro would leave all poles in a single class with a useful life of 45 years.

Depreciation Expense

In accordance with the filing requirements, Milton Hydro has completed depreciation and

amortization expense tables for the following:

e 2013 - CGAAP (Table 4-43), consistent with Board Appendix 2-CG;

e 2013 - Revised CGAAP (Milton Hydro refers to MIFRS interchangeably) which accounts
for the changes to service life changes and componentization (Table 4-44), consistent
with Board Appendix 2-CH;

e 2014 Actuals under MIFRS (Table 4-45), consistent with Board Appendix 2-Cl;

e 2015 Bridge Year under MIFRS (Table 4-46), consistent with Board Appendix 2-CJ; and

e 2016 Test Year under MFIRS (Table 4-47), consistent with Board Appendix 2-CK.
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Milton Hydro does not have any forecasted material differences on the transition to MIFRS from
Revised CGAAP, therefore a 2014 Revised CGAAP statement was not required. The changes
that Milton Hydro made for asset lives, depreciation rates and burdens are the same whether

the methodology is referred to as Revised CGAAP or MIFRS; Milton Hydro does not

differentiate between the two.

Table 4-43
Depreciation & Amortization Expense - 2013 - CGAAP

Opening 2013 Depreciation
Regulatory Gross| Less Fully Net for . Total for Depreciation|Depreciation Expense per . 2
) PP&E as at Jan 1, | Depreciated | Depreciation Additions Depreciation | "*"® | Rate Expense | Appendix 2BA [ Variance
Account |Description )
2013 Fixed Assets,
Column J
@ ®) @ @ @=@+xx@ | 0 |@=1/0]|m=c0 o m=0-0
1609 _|Capital Contributions Paid $ 122,349 [ $ 61,175| 25.00 4.00%]| $ 2,447 | $ 2,447 |-$ 0
1611 Computer Software (Formally known as Account
1925) $ 697,333 | $ 479,123 | $ 218,210 | $ 183,251 | $ 309,836 3.00 33.33%| $ 103,279 | $ 103,278 | $ 1
1612 _|Land Rights (Formally known as Account 1906) - - 0.00%| $ - -
1805 |Land $ 69,883 69,883 69,883 0.00%| $ - -
1808 |Buildings - - 0.00%]| $ - 2
1810 |Leasehold Improvements - - 0.00%]| $ - =
1815 [Transformer Station Equipment >50 kV $ - $ - 0.00%| $ - $ - $ -
1820 |Distribution Station Equi <50 kV $ 1,516,192 | $ 825,862 | $ 690,330 $ 690,330 30.00 3.33%| $ 23011 $ 23011 |$ 0
1825 |Storage Battery Equipment $ - $ - 0.00%| $ - $ - $ -
1830 |Poles, Towers & Fixtures $ 26,746,711 | $ 5,016,214 | $ 21,730,497 [ $ 2,320,857 | $ 22,890,926 | 25.00 4.00%| $ 915,637 | $ 915,637 | $ 0
1835 |Owerhead Conductors & Devices $ 21,079,859 | $ 3,472,766 | $ 17,607,093 | $ 907,786 | $ 18,060,986 | 25.00 4.00%]| $ 722,439 | $ 722,438 | $ 1
1840 _|Underground Conduit $ 22,291,209 | $ 924,300 | $ 21,366,909 | $ 1,895,764 | $ 22,314,791 | 25.00 4.00%| $ 892,592 | $ 892,593 |-$ 1
1845 _|Underground Conductors & Devices $ 16,497,130 | $ 432,006 | $ 16,065,124 | $ 926,889 | $ 16,528,569 | 25.00 4.00%| $ 661,143 | $ 661,143 |-$ ]
1850 |Line Transformers $ 35,028,627 | $ 1,154,859 33,873,768 | $ 1,209,577 34,478,557 25.00 4.00%| $ 1,379,142 1,379,144 |- 2
1855 |Senices (Overhead & Underground) $ 13,221,495 | $ 4,828,817 8,392,678 | $ 869,824 8,827,590 25.00 4.00%| $ 353,104 353,105 |- 1
1860 |Meters $ 2,413,282 2,413,282 2,413,282 25.00 4.00%| $ 96,531 - 96,531
1860 _|Meters (Smart Meters) $ 7,985,182 | $ 35,615 7,949,567 | $ 891,399 8,395,267 15.00 6.67%| $ 559,684 656,214 |- 96,530
1905 |Land $ 1,142,051 $ 1,142,051 3$ 1,142,051 0.00%]| $ - 3$ - $ -
1908 |Buildings & Fixtures $ - $ - 0.00%| $ - $ = $ -
1910 |Leasehold Improvements $ 377,009 $ 377,009 $ 377,009 4.70 21.28%| $ 80,215 | $ 80,211 | $ 4
1915 |Office Furniture & Equipment (10 years) $ 712,088 | $ 542,716 | $ 169,372 $ 169,372 10.00 10.00%| $ 16,937 | $ 16,939 |-$ 2
1915 |Office Furniture & Equipment (5 years) $ - $ - 0.00%| $ - $ - $ -
1920 _|Computer Equipment - Hardware $ 1,656,712 | $ 1,385,710 $ 271,002 | $ 137,423 | $ 339,714 5.00 20.00%] $ 67,943 | $ 67,940 | $ 3
1920 [Computer Equip.-Hardware(Post Mar. 22/04) $ - $ - 0.00%| $ - $ - $ -
1920 |Computer Equip.-Hardware(Post Mar. 19/07) - - 0.00%| $ - - -
1930 _|Transportation Equipment $ 1,954,646 | $ 1,400,481 554,165 | $ 380,175 744,253 5.00 20.00%| $ 148,851 148,853 |- 3
1935 _|Stores Equipment $ 224,974 | $ 165,306 59,668 | $ 56,545 87,941 10.00 10.00%| $ 8,794 8,795 |- 1
1940 |Tools, Shop & Garage Equipment $ 403,954 | $ 357,795 46,159 | $ 5,382 48,850 | 10.00 10.00%]| $ 4,885 17,020 |- 12,135
1945 1t & Testing Equipment $ 120,166 $ 120,166 | $ 2345 $ 121,339 10.00 10.00%] $ 12,134 | $ - $ 12,134
1950 | Power Operated Equipment $ - $ - 0.00%| $ - Is - [ -
1955 _|Communications Equipment - - 0.00%| $ - - -
1955 _|Communication Equipment (Smart Meters) $ 236,292 | $ 129,962 106,330 [ $ 3,896 108,278 10.00 10.00%]| $ 10,828 10,830 |- 2
1960 _|Miscellaneous Equipment - - 0.00%| $ - =
1970 _[Load Management Controls - Customer Premises - - 0.00%| $ - -
1975 |Load Management Controls Utility Premises $ - $ - 0.00%| $ - $ - $ -
1980 _|System Supenvsor Equipment $ 41,545 | $ 41,545 - $ 52,654 26,327 15.00 6.67%| $ 1,755 1,755 0
1985 |Miscellaneous Fixed Assets - - 0.00%| $ - - -
1990 _|Other Tangible Property $ 133,004 | $ 32,100 100,904 100,904 10.00 10.00%| $ 10,090 10,089 1
1995 | Contributions & Grants -$ 43,960,304 |-$ 277,650 |- 43,682,654 [-$ 3,155,364 |- 45,260,336 [ 25.00 4.00%|-$ 1,810,413 |- 1,810,413 |- 0
Total $ 110,589,040 | $ 20,947,525 89,641,515 | $ 6,810,752 93,046,891 $ 4,261,027 | $ 4,261,029 |- 2
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Opening NBV Average Years D Dep o | 20D Deprecianon Depreciation | ess Depreciation Balances in 2013
asatdan 1, | Additions |Remaning Life] Mew | o0 New | Expense on | Expense on [Dpepreciation e o Variance ? |, EXPENse 0N | Expense on Assets [ 2013 Full Year | opening nev, shoutd
of Opening | additions Appendix 2-BA 2013 Full Year, Depreciation ®
Account |Description 20135 i 15| additions | opening NBV| Additions® |  Expense P sty Fully Depreciated p have been fully
NBV only) ] Additions | quring the year depreciated, thus,
Column J © adjust 2013
@) (d) (0] ® @=1/M | @=@70 |=(d)*05M)] =0+ h) (0] M=K -Of (=@M @=@0+{0)-©)
1609 _|Capital C Paid S ~ |5 122349 40,00 2.50%] $ ~ s 1529 1529]% 1524 | $ 5[5 3,059 S 3.059
Jo11_|Computer Software (Formally known as Account
1925) S 234586|s 183,251 386 5.00 20.00% 60774ls 18325 79,000 66,553 12,546 36,650 95,220 |5 2195
1612_|Land Rights (Formally known as Account 1906) | $ E B 0.00% — s - - - - - -
1805 _|Land 69,883 = 0.00%) , - = , , -
1808 _|Buildings = = 0.00%) - - = , 5 -
1810 _|Leasehold 5 5 0.00% 5 5 . 5 - .
1815 Station Equipment 550 KV : : 0.00% - N - B - - -
1820 _|Distribution Station Equipment <50 kV 112,450 : 289] 4500 2.20% 22,996 22,996 23,011 |- 15 22,99
1825 |Storage Battery Equipment 2 = 0.00%) - - - 5 B - -
1830 _|Poles, Towers & Fixtures 17,079,923 | $1,985.156 4224 __45.00 2.20% 404,354 22,057 426,412 426,392 20 24,115 448,469
1835 |Overhead Conductors & Devices 9,037,473 [ 776,479 33.76 | 45.00 2.20%) 267,698 8,628 276,325 276,361 36 17,255 284,953
1840 ¢ Conduit 14,936,100 | $1,621.551 32.90 | 40.00 2.50% 454,046 20,269 474,315 474,315 |- [ 40,539 494,584
1845 |0 Conductors & Devces 9,690,279 [ 792,810 20.85 | 40.00 2.50%) 324,632 9,910 334,543 334,539 4 19,820 344,453
1850 |Line 18,318,401 | $1,034.618 2887 40.00 2.50%) 634,513 12,933 647,446 647,454 | 25,865 660.379
1855 _|Senices (Overhead & U 9,694,184 | $ 744,008 30.00 | 40.00 2.50% 323,139 5,300 332,440 205,736 126,704 18,600 215,017 |5 126,723
1860 _|Meters z = 15.00 6.67%) - - - = - - -
1860 | Meters (Smart Meters) 6,384,766 | $ 794,330 888  15.00 6.67% 719,005 26,478 745,483 745,788 | 305 52,055 | § 9,295 693,268 |5 69,397
1905 _|Land 1,142,052 = 0.00%) - - - = - - -
1908 |Buildings & Fixtures = B 0.00%) 5 — 5 = , 5 5
1910 _|Leasehold 92,235 : 115 470 21.28% 80,204 80,204 80,211 |- 7 s 66,187 12.017
1915 _|Office Fumniture & (10 years) 106,742 5 630 1000 10.00% 16,943 - 16,943 16,938 5 - 16,943
1915 _|Office Fumiture & Equipment (5 years) = : 0.00%) - - - = , , -
1920 | Computer Equipment - Hardware 169,661 [ 137,428 348 5.00 20.00% 28753 15,742 62,455 62.507 32 27,485 76.238
1920 | Computer Equip.-Hardware(Post Mar. 22/04) = = 0.00%) - - - = - - -
1920 | Computer Equip. Hardware(Post Mar. 19/07) = 0.00%) - - » = - - -
1930 Equipment 5 380175 12.00 8.33%) - 15841 15,841 15841 31681 31681
1930 Equipment 449,898 7.68 8.00 12.50% 58,580 - 58,580 74,427 |5 15847 - 56,580
1935 _[Stores Equipment 52,903 56,525 875 12.00 8.33%) 6.056 2356 8,412 5,012 3,400 2712]s 3.400 7,368
1940 _[Tools. Shop & Garage Equipment 23,386 5,382 316 _ 10.00 10.00% 7,401 269 7,670 7.663 7 538 7,939
1925 & Testing Equipment 90,453 2.345 979 10.00 10.00% 9,239 117 9,357 9,356 1 235 9,474
1950 _|Power Operated Equipment - - 0.00% 5 - . 5 - 5 .
1055 | Equipment 59,264 3.896 557]  10.00 10.00% 10,640 155 10835 10,829 6 390 11.029
1955 [ Equipm