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Administration

Ex.1/Tab 1/Sch.1 - Legal Application

In the matter of; the Ontario Energy Board Act, 1998;S.0. 1998, c.15, Schedule B, as amended;
and in the matter of; an Application by Wasaga Distribution Inc. (“WDI") for an Order or Orders

approving or fixing just and reasonable distribution rates effective May 1, 2016.

Wasaga Distribution Inc. (or the “Company” or the “Applicant”) is a distributor of electricity
pursuant to a distribution license ED-2002-0544 issued by the Ontario Energy Board (the
“Board”) under the Ontario Energy Board Act, 1998 (the “Act”).

Wasaga Distribution Inc. hereby applies to the Board pursuant to Section 78 of the Act for an
Order or Orders approving or fixing just and reasonable distribution rates effective May 1, 2016.
WDI accordingly applies to the Board for the following Order or Orders:
e An Order approving WDI's proposed distribution rates for the 2016 rate year, or such
other rates as the Board may find to be just and reasonable, as the final rates effective
May 1, 2016;
¢ an Order approving clearance of the balances recorded in certain deferral and variance

accounts by means of rate riders effective May 1, 2016 for the 2016 rate year;
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Ex.1/Tab 1/Sch.2 — Contact Information

Application contact information is as follows:

Main Contact:
Joanne Tackaberry, CPA, CGA, Director of Finance
Wasaga Distribution Inc.
950 River Road West,
Wasaga Beach, ON, L9Z 1A2
Phone: 705-429-2517
Alternate Contact:
Brandon Weiss, CPA, CMA, Senior Financial Accountant
Wasaga Distribution Inc.
950 River Road West,
Wasaga Beach, ON, L9Z 1A2
Phone: 705-429-2517

Application legal contact information is as follows:
James Sidlofsky, Partner
Borden Ladner Gervais LLP
Scotia Plaza, 40 King Street West,
Toronto, ON, M5H 3Y4
Phone: 416-367-6277
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Ex.1/Tab 1/Sch.3 - List of Specific Approvals Requested

In this proceeding, WDI is requesting the following approvals:

Approval to charge distribution rates effective May 1, 2016 to recover a base revenue
requirement of $4,140,121. This includes revenue deficiency of $491,503 as detailed in
Exhibit 6. The schedule of proposed rates is set out in Exhibit 8.

Approval of the Distribution System Plan as outlined in Exhibit 2.

Approval of revised Low Voltage Rates as proposed and described in Exhibit 8.
Approval to adjust the Retail Transmission Rates — Network and Connection as detailed
in Exhibit 8.

Approval to continue to charge Wholesale Market and Rural Rate Protection charges
approved in The Board Decision and Order in the matter of WDI's 2015 distribution rates
(EB-2014-0118).

Approval to continue the specific service charges and transformer allowance approved in
The Board Decision and Order in the matter of WDI's 2015 distribution rates (EB-2014-
0118)

Approval to adjust MicroFIT monthly service charge from $5.40 to $10.00 as detailed in
Exhibit 3.

Approval of the proposed Loss Factor as detailed in Exhibit 8.

Approval of the Rate Riders of a one year disposition of the group 1 Deferral and
Variance accounts as detailed in Exhibit 9.

Approval of the Rate Riders for a one year disposition of the Loss Revenue Adjustment
Mechanism variance account (“LRAMVA”) for lost revenue from 2011-2013 resulting
from 2011-2013 IESO (formally OPA") programs as detailed in Exhibit 4.

Proposed Effective Date of Rate Order

The Applicant requests that the OEB makes its rate order effective May 1, 2016 in
accordance with the Filing Requirements.

In the event that the OEB is unable to provide a Decision and Order in this application
for implementation by the applicant as of May 1, 2016, the Applicant requests that the
OEB declare its current rates interim, effective May 1, 2016, pending the implementation

of the OEB Rate Order for the 2016 rate year.
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Form of Hearing the Applicant requests that this application be disposed of by way of a written

hearing.

Certification
I, Joanne Tackaberry, Director of Finance of Wasaga Distribution Inc. certify that the evidence

filed is accurate, consistent, and complete to the best of my knowledge.

Joanne Tackaberry, CPA, CGA

Director of Finance
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Ex.1/Tab 1/Sch.4 — Confirmation of Internet Address

WDI's website address is www.wasagadist.ca
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Ex.1/Tab 1/Sch.5 — Statement of Publication

All of WDI's customers may be affected by this application.

WDI is suggesting that notification should be published in the local community not-paid-for

newspaper which has the highest circulation in its service area namely; the Wasaga Sun.

Bill Impacts for Publication:
Table: 1.1 below provides a list of the distribution charges bill impacts applicable to the typical
usage of a Residential and GS < 50 kW customer to be used for the publication notice. Bill

impacts for all customer classes can be found at Exhibit 8/Tab 1/Sch.14.

Table: 1.1 — Bill Impacts on Distribution Charges

2016
2015 Proposed
Customer Distribution | Distribution Dollar %
Class Charge Charge Change | Change
Residential
$23.12 $25.37 $2.25 9.72%
(800 kwh)
GS<50
$40.94 $47.05 $6.11 14.94%
(2,000 kWh)
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Ex.1/Tab 1/Sch.6 - Statement of Deviation of Filing Requirements

Except where specifically identified in the Application, WDI followed Chapter 2 of the OEB’s
“Filing Requirements for Electricity Transmission and Distribution Applications”, dated July 16,

2015 (the “Filing Requirements”) in order to prepare this application.
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Ex.1/Tab 1/Sch.7 — Changes in Methodologies

The pro-forma projections for the 2016 test year were prepared in accordance with WDI’s usual

process with the following exceptions:
¢ Rates for Distribution and Sales of Electricity are assumed to be constant for the entire

2016 Test Year, and

e Regulatory Costs have been normalized over the five year application period.
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1 Ex.1/Tab 1/Sch.8 - Board Directive from Previous Decisions

2 The Board did not issue specific directives in previous decisions.
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1 Ex.1/Tab 1/Sch.9 - Conditions of Service

2  WDI's conditions of services are found at www.wasagadist.ca
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Ex.1/Tab 1/Sch.10 - Accounting Standards for Regulatory and Financial
Reporting

The useful lives proposed by WDI in this Application are consistent with the useful lives in the
Kinectrics Report commissioned by the OEB dated July 8, 2010. WDI accounting methodology
change in this regard took effect January 1, 2012 and was approved during WDI's 2012 COS
(EB-2011-0103)

WDI attests that it does not and will continue not to capitalize administration and other general
overhead costs no longer permitted under IFRS, as clarified by the Board in its letter dated
February 24, 2010. WDI understands the need for comparability between distribution utilities.
WDI has also adopted the various account changes prescribed by the Board in relation to the
USOA (Article 210 — Chart of Accounts and Account 220 — Account Descriptions).

Consistent with recent applications to the Board, WDI no longer includes PST in its OM&A cost

estimates.

Regulatory costs and the incremental one-time cost have been normalized by allocating one
fifth of that total to the 2016 Test Year.

WDI is not proposing other changes in methodology.
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Ex.1/Tab 1/Sch.11 - Accounting Treatment of Non-Utility Related Business

WDI is engaged in the delivery of the IESQO’s Conservation and Demand Management
Programs. The accounting for these activities is segregated from WDI's rate regulated activities

in accordance with the Board’s Accounting Procedures Handbook for Electricity Distributors.
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Ex.1/Tab 2/Sch.1 — Applicant Overview

WDI is incorporated under the Ontario Business Corporations Act, and is 100% owned by the

Town of Wasaga Beach. WDI is managed by a Board of Directors appointed by the Town of

Wasaga Beach. WDI is a virtual utility and thus has no employees.

WDI's service area is completely contained within the municipal boundaries of the Town of

Wasaga Beach. The area is embedded within the Hydro One Networks Inc. A map of the

service area served by WDI is found in Figure 1.1.

The following is the list of WDI's neighbouring utilities:

UTILITY NAME: Hydro One Networks
ADDRESS: 483 Bay Street
15th Floor Reception
Toronto, ON
M5G 2P5

UTILITY NAME: COLLUS PowerStream
ADDRESS: 43 Stewart Road
Collingwood, ON
L9Y 375

Direct line: 416-345-5000/1-877-955-1155
Website: www.HydroOne.com

Direct line: 705-445-1800
Website:  www.colluspowerstream.ca
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The Description of Distributor (December 31, 2014):

Communities Served: The Town of Wasaga Beach
Total Service Area: 61 sq. km

Rural Service Area: 8 sg. km

Distribution Type: Embedded in Hydro One Networks
Service area population: 18,000

Municipal population: 18,000

Customer base:

Residential customers 12,165

General Service <50 785

General Service >50 38

Street Lighting (connections) 2,771

Unmetered Scattered Load 40

WDI's Distribution System has 265 kilometers of conductor, both overhead and underground.
The system also has more than 1,500 distribution transformers, and approximately 5,100 poles

in service, fed from five owned, and one shared distribution stations.

WDI operates a 44kV sub-transmission network which is fully embedded with the Hydro One
Networks Inc. (*HONI") system. WDI delivers power to its customers via three feeders from
Stayner TS, which is owned by Hydro One. Revenue is earned by WDI delivering electric power
to the homes and businesses in the service territory. The rates charged for this and the

performance standards that the energy delivery system must meet are regulated by the OEB.
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Figure 1.1 — WDI Service Area
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Ex.1/Tab 2/Sch.2 — Corporate & Utility Organization Structure

The following is the organizational structure of WRSI:

Organizational Structure (WRSI)

Board of

Directors

Director of

Finance

Senior
Accountant

Customer
Service Staff

Director of
Operations

Engineering
Technologist

Line Foreman

Crew Leader

|— Line Staff |— Line Staff

The following is the organizational structure of WDI:

Organizational Structure (WDI)

Board of
Directors

WRSI senior staff report to WDI Board of Directors.

Director of

Energy Services|

= Metering Staff

Conservation

Staff
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Corporate Entities Relationship Chart

Town of Wasaga
Beach
(Shareholder)

Wasaga Geosands
Inc.
(Holding Company)

Developing Wasaga
Inc. (No Activity)

Wasaga Distribution Wasaga Resource Wasaga Genco Inc.
Inc. Services Inc. ( No Activity)

Wasaga Geosands Inc.:
Wasaga Geosands Inc. was incorporated on May 11, 2000 under the laws of the Province of
Ontario. The principal activity is as a Holding Company.

Wasaga Genco Inc.:
Wasaga Genco Inc. was incorporated on May 11, 2000 under the laws of the Province of
Ontario. The principal activity of the Company is to provide electrical generation. At this time the

Company is inactive.

Developing Wasaga Inc.:
Developing Wasaga Inc. was incorporated on May 11, 2000 under the laws of the Province of
Ontario. The principal activity of the Company is to provide development opportunities. At this

point in time the Company is inactive.
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Wasaga Distribution Inc.:
WDI was incorporated on May 11, 2000 under the laws of the Province of Ontario. The principal

activity is to provide distribution of electricity to the Town of Wasaga Beach.

Wasaga Resource Services Inc.:

Wasaga Resource Services Inc. (WRSI) was incorporated on May 11, 2000 under the laws of
the Province of Ontario. The principal activity is to provide a variety of management and other
services. WRSI is under contract to WDI through a Master Services Agreement (“MSA”)

(provided at Exhibit 4, Attachment A) which covers all aspects of operating the LDC.

Affiliate Transactions:
As stated above WRSI is under contract to WDI through a MSA, a majority of the expenditures
for WDI are paid to WRSI except those listed in Item 3 below. WDI does not have any material

transactions with any other affiliate company controlled by Wasaga Geosands Inc.

The relationship between WRSI and WDI is managed according to the “MSA” between the two
parties and was executed November 16, 2001. The MSA was revised effective January 1, 2013
and has remained in effect since that date. A copy of this revised agreement is included in
Exhibit 4, Attachment A.

In summary, the MSA:
1. Provides the base fees to be charged by WRSI and WDI for the services that were
required to be provided at the inception of the agreement
2. Provides the basis for Capital expenditures by WDI
3. Identifies the costs that will be paid by WDI and that are not part of the MSA including
the following and any other direct costs WDI chooses to incur:
¢ Income and corporate taxes or payments in lieu of taxes
e Property and Land Taxes
e Directors Fees
e Insurance not jointly held or provided by the Parties

e Costs of insurance jointly held will be shared non a pro rata basi
PAGE 22 OF 98
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e Regulatory Costs
e Auditors Costs
o Discussed the potential costs of any new services/activities that may

materialize over time and that are not covered by the MSA.

Explanation of Corporate Structure:

The corporate structure in which WDI exists is similar to the structure used by other distributors
in Ontario. WDI is a subsidiary of Wasaga Geosands Inc. and the affiliate of WRSI. The
controlling shareholder is the Town of Wasaga Beach. It is therefore, important to understand
the basis for establishing the structure and the policy and the regulatory context in which the
structure was created. The structure was implemented in the best interests of the customers of

the Wasaga Beach Hydro Electric Commission from the perspective of rates.

To attain the objective of keeping electricity rates competitive without an increase as a result of
corporatization, the Wasaga Beach corporate structure was implemented. As a result, pursuant
to a service agreement with WRSI, WDI was only responsible for the original allocated costs
prior to corporatization. This permitted distribution rates to remain stable. With this corporate
structure in place WDI and WRSI put in place an incentive based fixed cost services
arrangement that provided and continues to provide significant savings and benefits to WDI
customers. The rolling stock, office equipment, inventory, computers and personnel were

transferred to WRSI on incorporation. All Distribution Plant and all buildings are held by WDI.
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Ex.1/Tab 2/Sch.3 — Host /Embedded Distributor

WDI is an embedded distributor who receives electricity at distribution level voltages from Hydro

One Networks Inc. WDI does not have any embedded distributors within its territory.
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Ex.1/Tab 2/Sch.4 — Transmission or High Voltage Assets

The Applicant does not have any transmission or high voltage assets deemed by the Board as

distribution assets and as such are not seeking approvals from the Board in that regards.
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Management Discussion and Analysis

Ex.1/Tab 3/Sch.1 — Management Discussion and Analysis

On October 18, 2012, the Ontario Energy Board (“The Board”) issued its “Report of the Board: A
Renewed Regulatory Framework for Electricity Distributors: A Performance Based Approach”
("“RRFE”"), and subsequently commenced implementation of the RRFE. This report set out a
comprehensive performance-based approach for the RRFE which promotes the achievement of
outcomes that will benefit existing and future customers; will align customer and distributor
interests; will continue to support the achievement of important public policy objectives; and will
place a greater focus on delivering value for money. Under this approach, a distributor is
expected to demonstrate continuous improvement in its understanding of the needs and

expectations of its customers and its delivery of services.

On March 5, 2014, the Board issued its report on “Performance Measurement for Electricity
Distributors: A Scorecard Approach”. The report sets out the Board’s policies on the measures
that will be used by the Board to assess a distributor’s effectiveness and improvement in
achieving customer focus, operational effectiveness, public policy responsiveness, and financial
performance to the benefit of existing and future customers. Under this approach, a distributor is
also expected to demonstrate continuous improvement in its understanding of the needs and

expectations of its customers and its delivery of services.

With the above in mind, Wasaga Distribution Inc. would like to provide an overview of this utility
in terms of the Renewed Regulatory Framework RRFE and the Distributor Scorecard. Since the
scorecard has been developed to measure the outcomes of the RRFE on an ongoing basis the
following outlines how the outcomes of the RRFE have been reflect in the preparation of this
application. Therefore, this is our account of how WDI continues to improve in its understanding

of the needs and expectations of its customers and its delivery of services.
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WDI's Mission Statement is:
e To provide our customers with excellent products and services in a competitive, safe,
reliable and efficient manner, while always recognizing our community and

environmental responsibilities.

WDI’'s Vision Statement is:

As WDI looks to the future, it will remain focused on the needs and priorities of the

Community in delivering safe, reliable and efficient electrical power in its service area.

WDI will continue to build long term value for customers and shareholders alike and

places a very strong emphasis on operational excellence and productivity gain.

WDI will continue its cooperative endeavours with other like-minded LDC’s within the
CHEC group of companies to realize operational efficiencies and cost savings for

customers.

WDI's vision and mission help to guide it to achieve the four RRFE outcomes as prescribed by
the OEB:

e Customer Focus
e Operational Effectiveness
e Public Policy Responsiveness

¢ Financial Performance

WDI'’s strategic plan prepared in 2014 has been provided in Attachment A to this Exhibit.

Customer Focus:

In terms of service quality, WDI has always maintained the highest standards possible. Ina
regulatory environment, there are numerous SQR targets that a utility must achieve. In most
cases, WDI consistently meets and exceeds these targets. In terms of customer satisfaction,
WDI has always strived for strong customer relations within the community focusing on

improving internal practices and being active in the community. An example of improvement to
PAGE 27 OF 98
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internal practices would include the implementation of Smart Meters. WDI has been able to
review usage data with customers to assist in solving high bill complaints.

In 2014, WDI achieved a customer satisfaction rating of “A” on its Distributor Scorecard, which
is better than the Provincial and National averages. In terms of customer engagement, WDI has
numerous methodologies by which it engages its customers. This allows WDI to keep in touch
with customers at both the individual and community levels. WDI's 2014 Distributors Scorecard

can be found on page 95 of this Exhibit.

WDI, through customer contact both at the counter and on the phone, is aware of customers are
concerned about being able to pay their bills. WDI was very mindful of this fact when preparing

this rate application and feels 2.5% OM&A increase over 4 years is very prudent.

In the future, WDI plans to continue engaging with their customers through surveys, and
presentations to service clubs such Men’s/Women's Probus, Real Estate and Rotary groups as
examples. WDI will also look into the benefits of communicating with customers through social
media, and invest in these newer technologies based on customer feedback. WDI will continue
reaching out to customers as well through annuals events and maintaining their “manual phone”

system.

Operational Effectiveness:

WDI continues to be one of the more efficient and cost effective utilities in the province, while
maintaining the highest level of reliability and workplace safety possible. This is primarily
through synergies and relationships developed within the industry. In regards to Safety, WDI is
committed to delivering a world class health and safety environment across all of its operations.
At WDI, we always strive to put safety first by creating an injury-free environment, both in the
workplace and in the field WDI continues to hold the reliability of distribution system to the
highest standards. This is supported by the SAIFI and SAIDI measures in WDI's Distributor
Scorecard, when compared to other distribution companies across the province, as evident in
the 2014 OEB Yearbook of Electricity Distributors. WDI reliability indices (excluding Hydro One
Networks) have been lower than the industry in each of the last four years. In regards to the
Distribution System Plan (“DSP”), WDI has implemented new processes to expand its planning

horizon to a 10 year horizon (5 historical years and 5 forecasted years). Full details on the
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Distribution System Plan can be found in Exhibit 2. Finally in regards to cost control, WDI
continues to maintain one of the lowest “OM&A cost per customer”, as reflected in the 2014
Yearbook of Electricity Distributors, as the seventh lowest LDC in Ontario. Furthermore,
according to the 2014 PEG report, WDI continues to perform well with a “cost per customer” of
$423 of which is ranked 3rd lowest in the province and a cost per kilometer of line at $19,328 of
which is ranked 15th lowest in the province. Overall efficiency rating of -40.3% is ranked 2nd
best in the province and clearing indicates WDI's focus on operational effectiveness. Assuming
the OM&A and Capital Costs in this application, WDI overall cohort ranking (Cohort I) will

remain the same.

Public Policy Responsiveness:

WDI has achieved 105.2% of its Net Cumulative Energy Savings target of 4.010 GWh over the
last 4 years according to the Draft 2011-2014 Final Results Report provided by the IESO. WDI
continues its efforts to instill a conservation culture through promotion and adoption of
conservation and demand management programs. WDI's CDM initiatives allows the utility to
reach out primarily to our residential and GS < 50 kW customer classes. These outreach
programs are making a difference and have become an integral component of WDI's
communications and customer engagement strategy. In addition to the above, WDI has entered
into an agreement with the CHEC group to share a “Roving Energy Manager” (REM). This
shared service is a cost effective solution to engage and address some of the needs of our
larger customers. This has been an extremely successful venture that creates a win-win
situation by providing additional energy savings to the utility, while improving the competitive
position and the bottom line of our larger demand users. No small feat considering the current
economic climate in Ontario. Furthermore, WDI also engages its customers and shares it
expertise in other areas of conservation such as renewable energy initiatives and community

energy planning.

Financial Performance:

WDI's financial performance is based on approved rates by The Board. WDI Rate Base
continues to increase, partially related to the asset change in useful lives and overall capital
expenditures. This has had an impact on WDI’s liquidity and profitability measurements as

reported on WDI's 2014 scorecard results. However, WDI's profitability remains strong despite
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recent economic and industry challenges posed by increased activity and complex operational
demands. The main factors contributing to the utilities financial success were a strong focus on
performance and associated financial management, efficiencies achieved throughout the
financial year including a continued focus on improving business planning and monthly financial
reporting activities. The Distribution System Plan (presented in Exhibit 2) will support the capital
and maintenance programs needed to maintain and enhance the reliability of WDI's distribution

system as we move into the future.

With this filing, WDI looks to the future in terms of carrying a strong and sound foundation
forward. By building on this foundation through continuous improvement, technological
investment, and sound financial investment, WDI plans to continue to provide the highest value
in electrical distribution services, at the lowest cost, to our community and the customer.

WDI has been conducting surveys of their customer base over the last couple of years. The
responses have indicated that customers are happy with WDI'’s current capital spending
program and reliability of the distribution system. Customers have also indicated that energy
costs have an impact on their budget and that cost of energy is a concern. The results of the
surveys are included in this rate filing at Exhibit 1, Tab 3, Schedule 2. It should be noted that

the cost of electricity are frequently commented on.

Summary:

WDI has prepared this application to align with the objects of the RRFE. WDI has enhanced
customer engagement, and incorporated an appropriate budget to accommodate these
requirements while still maintaining operational effectiveness. WDI has, and continues to strive
for operational excellence and has factored this into the budgeting process. WDI is ever mindful
that there is a balancing act that it must consider when planning for the future: system reliability
versus cost to the customers, all while complying with Public Policy.

Additionally, WDI has prepared this application using the OEB prescribed Cost of Capital

Parameters and expects that these prescribed parameters will continue to allow WDI to

maintain stable financial performance into the near future.
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2 Ex.1/Tab4/Sch.1 - Proposed Revenue Requirement

3 WDI proposes to recover through distribution rates a revenue requirement of $4,140,171. Table
4 1.2 below shows a comparison of the 2012 Board Approved Revenue Requirement versus the
5 2016 Test Year proposed Revenue Requirement. The comparison illustrates the increase in
6 OM&A from 2012 Board Approved to 2016 Test Year which can be attributed to overall increase
7 in OM&A expenses and a decrease in revenue offsets.
8
9 Table 1.2: 2016 Proposed Revenue Requirements
Particular 2012 Board 2016 Test Variance | Variance
Approved Year $ %
OM&A Expenses 2,549,236 3,074,782 | 525,546 20.6%
Amortization Expense 561,546 554,315 -7,231 -1.3%
Property Taxes 25,000 28,000 3,000 12.0%
Total Distribution Expenses 3,135,782 3,657,096 | 521,314 16.6%
Regulated Return On Capital 791,398 913,491 | 122,093 15.4%
Grossed up PILs 40,738 43,991 3,253 8.0%
Service Revenue Requirement 3,967,918 4,614,578 | 646,660 16.3%
Less: Revenue Offsets 582,898 474,377 | -108,521 -18.6%
Base Revenue Requirement 3,385,037 4,140,201 755,164 22.3%

10
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Ex.1/Tab 4/Sch.2 - Budget and Accounting Assumptions

Accounting Changes:

WDI has adopted MIFRS as of January 1, 2015. WDI has prepared this application applying
MIFRS standards for 2014 Actual (“Transition Year”), 2015 Bridge Year, and 2016 Test Year.
WDI had adopted and was approved for a change in useful lives under CGAAP in WDI's 2012
COS application (EB-2011-0103).

Budgeting Process:
The Applicant has reviewed the budget process of other CHEC utilities and has since then
adopted its own process described below in which WDI feels is good budgeting practice for this

industry.

WDI compiles budget information for the three major components of the budgeting process:
< revenue forecasts;
= operating, maintenance and administration (“OM&A”); and
= capital costs under the RRFE categories
0 System access
0 System renewal
0 System service
o]

General plant

WDI's budget is prepared annually by management and is reviewed and approved by the WDI
Board of Directors. The budget is prepared before the start of each fiscal year, and is approved
at the first meeting of January. Once approved, it does not change and provides a plan against

which actual results are evaluated and presented to WDI's Board of Directors monthly.

During a COS and IRM period, WDI prepares the revenue forecast using most recent approved
rates and the load forecast methodology provided in Exhibit 3. Other Operating Revenues are
projected using trending analysis and other information/circumstances are incorporated if
necessary.
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The OM&A costs presented at Exhibit 4 are the result of a business planning and work
prioritization process that ensures that the most appropriate, cost effective solutions are put in

place. The budgeting process used to determine the OM&A budget involves the following steps:

= Detailed expenses for prior 2-3 years are provided to the managers. Current year to date
actual expenses are also provided. Managers are required to update current year
forecast to aid in development of full year forecast estimates.

= Outside expenses for all department budgets are built based on analysis including
previous years actual information, current year forecast, known changes in external
costs, and changes in departmental activities or responsibilities in response to new
legislation/regulations/industry activities;

= Material variances in spending from prior years must be explained and documented,
both at the time of creating forecast and on a monthly basis as actuals are compiled;

= The Director of Finance prepares a total labor budget by department using projected
wage and benefit cost. Overtime and account distribution are based on previous years

actual.

The Director of Finance compiles all forecasted OM&A expenditures to compare the total

projected expenditures and review year over year variances.

The forecasted capital budget is influenced, among other factors, by WDI's capacity to finance
capital projects. All proposed capital projects are assessed within the framework of its capital
budget priority as outlined in The Distribution System Plan and are consistent with the Asset

Management planning process.

System Access investments are driven by third parties such as customers and other authorities.
These project requirements are dependent on developments and growth within WDI'’s territory.
WDI coordinates with third parties including the Town of Wasaga Beach and prospective
developers when preparing the budget. The majority of the projects receive significant funds

from customer contributions.
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For System Renewal projects, WDI reviews condition assessments and potential impact on
reliability in coordination with investment projects driven externally, and capital budget
expenditures, prioritizing investments based on asset condition evaluations along with review of
annual maintenance logs and DSC inspections to determine short and long term needs for
asset replacements and renewals.

General Plant projects are assessed and evaluated on an individual basis. Material investments

are planned well in advanced.

Topics in the capital budget process include:

= Asset Condition Assessment
e Load Growth

< Demand Management

= Infrastructure Growth

< Maintenance

= Regulatory Requirements

= Strategic/Financial Objectives

Unplanned capital expenditures do occur and are brought to WDI's Board of Directors for

approval and variances to the original capital expenditures are explained.

The Distribution System Plan presented in Exhibit 2 supports the capital and maintenance

programs needed to maintain and enhance the reliability of WDI’s distribution system.
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Ex.1/Tab 4/Sch.3 - Load Forecast Summary

The purpose of weather normalization is to predict future customer consumption based on
normal weather conditions. To achieve this goal, the relationship between weather change and
customer consumption must be defined. WDI reviewed the various processes used by earlier
Cost of Service applicants and is proposing to adopt a weather normalization methodology
using Multifactor Regression (MR) for its load forecast. WDI is proposing to adopt a weather
normalization forecasting method similar to WDI's 2012 Cost of Service (EB-2011-0103).

In summary, WDI has used the regression analysis methodology to determine a prediction
model. With regards to the overall process of load forecasting, it is WDI's view that conducting a
regression analysis on historical purchases to produce an equation that will predict energy
purchases is appropriate. WDI knows by month the exact number of kWh's purchased from the
IESO for use by customers of WDI. With a regression analysis these purchases can be related
to other monthly explanatory variables such as heating degree days and cooling degree days
which occur in the same month. The result of the regression analysis produces an equation that
predicts the purchases based on the explanatory variables. This prediction model is then used
as the basis to forecast the total level of weather normalized purchases for WDI for the bridge
and test year, which is converted to Billed kWh by rate class. A detail explanation of the process
is provided in Exhibit 3.

The years 2005 to 2014 are weather actual while 2015 and 2016 is weather normalized and
adjusted by projected CDM savings. WDI currently does not have a process to adjust weather
actual data to a weather normal basis. However, based on the process outlined in Exhibit 3, a
process to forecast energy on a weather normalized basis has been developed and used in this

application.

Total Customers are annual averages and streetlights and USL customers are measured as

connections.

The 2016 Load Forecast compared to 2012 Board Approved is presented in Table 1.3 on the

next page and detailed explanations can be found in Exhibit 3.
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Customer Class Name 2012 ikl Test Year 2016 | Variance VENEIEE
Approved %
Fesidential 11,614 12 440 a2h 7 1%
Seneral Service = a0 KW 781 78Y -2 -0.3%
General Service = 50 to 4 999 kWY 34 a8 4 11.8%
Unmetered Scattered Load 45 40 -0 11 1%
Street Lighting (connections) 25245 2819 254 11 A%
TOTAL 15,009 16,126 1,117 7.4%
Metered kWh (CDM Adjusted)
Customer Class Name 2012 Board Test Year 2016 | Variance variance
Approved %o
Fesidential 85,253,872 87,640,338 | 2 2868 367 2 7%
General Service = 50 kKW 17,532,074 170377368 | -4584 336 -2 8%
General Service = 50 to 4 595 KW 20,862 622 20,802 751 40,128 0.2%
Unmetered Scattered Load 287 067 221,022 -76,045 -25 6%
Street Lighting {connections) 1,691,769 611,285 |-1,080 484 -6 9%
TOTAL 125,637,504 126,313,135 675,631 0.5%
kW CDM Adjusted
Customer Class Mame 2012 Board Test Year 2016
Approved
Fesidential
Seneral Service < G0 KW
General Service = 50 to 4 9599 kWY 52,968 21,946
Unmetered Scattered Load
Street Lighting (connections) 4771 1,802
TOTAL 57,739 53,748
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Ex.1/Tab 4/Sch.4 - Rate Base and Capital Planning

A rate base is the value of property on which a utility is permitted to earn a specified rate of
return in accordance with rules set by the OEB. The rate base underlying WDI’s revenue
requirement includes a forecast of net fixed assets, plus a working capital allowance defined as
7.5% of the sum of the cost of power and controllable expenses. Controllable expenses include

operations and maintenance, billing and collecting and administration expenses.

The proposed Rate Base for the 2016 test year of $14,101,946 reflects an increase of
$1,339,104 from the 2012 Board Approved. The increase suggests a prudent and reasonable
investment in the distribution assets and is necessary in order to meet other regulatory
requirements such as “obligation to connect” new growth, the need to maintain the highest
electrical safety standards. Table 1.4 below shows the derivation of the proposed 2016 rate

base. Further details can be found at Exhibit 2.

The utility is not proposing to recover any costs from any rate class renewable energy

connections/expansions, smart grid, and regional planning initiatives.

Table 1.4: Rate Base

Particulars Eoard Appr 2012 | Test Year 2016 War § Yar ¥
Netf Capial Assefs in Service:
Jpening Balance 89.818,321 12,324 0858 2505 763
Ending Balance 11,321,844 12,896 674 1,674,629
Averafe Balance 10,570,132 12,132,143 1,562,012 14 B%
Working Capital Alowance 2192710 1441 874 -750,736
Total Hate Base 12 7R2 842 14,102,305] 1,339 463 10.5%
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Table 1.5: Working Capital Allowance

Expenses for Working Capital Board Appr 2012 | Test Year 2016 Var § ar Yo
Eligible Distribution Expenses:

3500-Distribution Expenses - Operation 43 002 77011 28009 37.16%
3550-Distribution Expenses - Maintenand 538,821 795,181 156,360 24 45%
ABa0-Eilling and Collecting ge1,150 1,027,236 146,086 16.58%
3700-Community Relations 5,800 17,803 8,003 #1.66%
3B00-Administrative and General Expens 970 463 1,187,551 187,088 19.258%
Taotal Eligible Distribution Expenszes 2 540 236 2074782 &25 546 20.62%
33E80-Power Supply Expenses 13,087,961 16,123,534 3035573 23.19%
Total Expenses for Working Capital 15,637,197 19,188,316 | 3,661,118 22.77%
VWarking Capital Factor 14.0% 7% -B.5%

Total \Working Capital 2,189,208 1439874 |- 749,334 -34.23%

As described in the Distribution System Plan (“DSP”). WDI’s capital expenditures are modest
and as a result there are eight identifiable separate projects to report for the 2016 Test Year.
The major contributors to the increase in Rate Base from Capital Expenditures in the 2016 Test
Year include Residential and Commercial Developments, New and Upgraded Services,
Sunnidale Road Pole Line Expansion, Metering and Pole, Conductor, Transformer

Replacements Projects.

Details of WDI's capital expenditures above the materiality threshold are presented in the DSP
at Section 4.5.2 [5.4.5] and Section 5.3.
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Table 1.6: Capital Expenditure Summary

Capital Expenditure Summary
Historical (Previous Plan and Actual) Forecast (Planned)
Test-5 Test-4 Test-3 Test-2 Test -1 Test | Test+1 | Test+2 | Test+3 | Test+4
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Plan | Actual | % Var | Plan | Actual | % Var | Plan | Actual | % Var | Plan | Actual | % Var Plan Forecast | % Var Plan Plan Plan Plan Plan
Category $'000 % $000 % $'000 % $'000 % $'000 % $'000 $'000 $'000 $'000 $'000
System Access 775 236 -69.6 513 499 -2.6 745 439 -41.0 678 876 29.3 580 580 0 589 463 211 516 520
System Renewal 167 92 -44.7 126 603 378.5 126 306 142.7 126 216 71.3 335 335 0 650 744 903 616 628
System Service 55 0 -100 50 257 4135 65 6 -90.6 65 2 -97.0 0 0 0 10 10 20 10 10
General Plant 0 28 - 0 113 - 0 493 - 0 96 - 135 135 0 30 10 10 0 0
Change in WIP 0 459 - 0 -175 - 0 -377 - 0 31.3 - 0 0 0 0 0 0 0 0
Total 997 815 -18.2 689 1,298 88.5 936 867 -7.4 869 1218 26.0 1,050 1,050 0 1,279 1,226 1,145 1,141 1,158
System O&M 436 631 44.8 454 806 775 465 776 66.9 480 777 61.8 828 828 0 872 898 925 953 982
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Ex.1/Tab 4/Sch.5 - Overview of Operation Maintenance and Administrative

Costs

As of 2014, WDI had the 7" lowest OM&A cost per customer out of 72 utilities in the province
according to the 2014 Electricity Distributor Yearbook. WDI is proposing a 6.13% increase in
OM&A cost per customer from 2014 Actual to 2016 Test Year. When this application is

approved this increase would move WDI from 7™ lowest to 11" lowest assuming 2014 OM&A

cost per customer for every utility across the province remains constant.

According to the 2014 PEG report, WDI continues to perform well with a “cost per customer” of
$423 of which is ranked 3rd lowest in the province and a cost per kilometer of line at $19,328 of
which is ranked 15th lowest in the province. Overall efficiency rating of -40.3% is ranked 2nd
best in the province and WDI has been assigned to Cohort I. Assuming the OM&A and capital

costs in this application, WDI's overall cohort ranking will remain the same.
WDI increase in OM&A spending from its 2012 Cost of Service (“COS”) to the 2016 Test Year
amounts to $525,546 or 20.62% over the last 4 years or a simple average of 5.15% per year as

illustrated in Table 1.7.

Table 1.7: Summary of Recoverable OM&A Expenses

22;55.3:;“ 2016 Ua"aB':;?;mm
Approved

Operations 4 40,0021 % 7701 0% 28,009
Maintenance G38,821 795,181 156,360
Billing and Collecting 221,150 1,027,236 146,056
Community Relations 9,800 17,803 8,003
Administrative and General {Includes LEAP) 970,463 1,167 551 187,088
Total OM&A Expenses i 2549 236] & 3,074,782 % 52554R
Percent change (year over year) 20.62%
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The significant drivers, driven from the MSA, are related to:

= Maintenance (approximately $156,400) of the distribution system. Maintenance costs
can include such activities as repairs, inspections, testing and cleaning are for the most
part aimed at an increase in maintenance on overhead and underground assets.

= Billing and Collecting increased by approximately $145,000. The major contributor to
the increase in Billing/Collecting is increased labour/benefit costs and Bad Debt.

= Administration/General shows an increase of approximately $185,000. Administration
and General costs are mainly driven by increases in time and expenses to support

regulatory requirements and increased labour/benefit costs.

WDI applied an estimated increase for 2016 Test Year of 4.4% based on the CPI of 2% and

budgeted increase in distribution revenue and customer growth for the MSA.

WDI applies a 2% adjustment to CPI for Non-MSA, where the expense increase could not be

specifically identified for non-wage related expenses.

Salaries for non-union staff are adjusted in accordance with the Collective Agreement which can
be found in Exhibit 4. Overall employee costs have increased 6.27% or $114,009 since 2012
Board Approved. This includes a reduction of one full time equivalent staff member. These
increases and costs are included in significant drives; however, fluctuations can occur

depending on the amount of capital work required by internal staff.
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Ex.1/Tab 4/Sch.6 - Statement of Cost of Capital Parameters

WDI has followed the Report of the Board on Cost of Capital for Ontario’s Regulated Utilities,

December 11, 2009 in determining the cost of capital.

In calculating the Cost of Capital, WDI has used the deemed capital structure of 56% long-term
debt, 4% short-term debt, and 40% equity, and the Cost of Capital parameters in the OEB letter
of November 20, 2014, for the allowed return on equity and where appropriate for debt.

WDI's Cost of Capital for 2016 has been calculated as 6.48%, as shown in Table 1.8 below:

Table: 1.8 — Overview of Capital Structure

Particulars Cost Rate
(%)

Debt

Long-term Debt 4.77

Short-term Debt 2.16

Total Debt 4.60

Equity

Common Equity 9.30

Total Equity 9.30

Total 6.48

WDI understands that the OEB will most likely update the ROE for 2016 at a later date. WDI
commits to updating its Capital Structure accordingly and as new information becomes

available.

WDI's only debt instrument currently resides with WDI's shareholder (affiliate) and is a variable
debt dependent on WDI's approved debt rate. Consequently, the debt that is the difference
between actual and deemed debt (notional) would follow the same variable methodology WDI
applies to the loan owed to WDI's shareholder. WDI is applying for a notional debt rate of

4.77% for this application.
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Ex.1/Tab 4/Sch.7 - Overview of Cost Allocation and Rate Design

The main objectives of a Cost Allocation study is to provide information on any apparent cross-
subsidization among a distributor’s rate classifications and to eventually be used in future rate

applications.

WDI has prepared and is filling a cost allocation study consistent with the utility’s understanding
of the Directions, the Guidelines, the Model and the Instructions issued by the Board back in

November of 2006 and all subsequent updates.

WDI has prepared a Cost Allocation Study for 2016 based on an allocation of the 2016 Test
Year costs (i.e., the 2016 forecast revenue requirement) to the various customer classes using
allocators that are based on the forecast class loads (kW and kWh) by class, customer counts,

etc.

WDI has used the updated Board-approved Cost Allocation Model and followed the instructions
and guidelines issued by the Board to enter the 2016 data into this model.

Street Lighting customer class revenue to cost ratios are outside the Board range. WDI has
adjusted the revenue to cost ratio for the Street Light class downwards to the maximum ceiling.
This adjustment required WDI to adjust the revenue to cost ratio for the GS>50 kW customer
class upwards to maintain revenue neutrality. Table 1.9 below shows the utility’s proposed
Revenue to Cost reallocation based on an analysis of the proposed results from the Cost
Allocation Study vs the Board'’s floor and ceiling ranges.

PAGE 43 OF 98



© 00 N O 0o b~ WODN

N NN P B R R R R R R R R
N B O © © N O 00 h W N L O

Wasaga Distribution Inc.
EB-2015-0107

Exhibit 1 — Administrative Documents
Filed: September 11, 2015

Table 1.9: Proposed Allocation

Previously Approved Status Quo Proposed
Ratios Ratios Ratios ’
Class ;gnl?é
Most Recent Year: (7TC+7E)/ (7D +7E)/
(7A) (7TA)
2012
% % % %
Residential 102.29 100.42 100.42 85-115
GS < 50 kW 92.60 94.48 94.48 80-120
GS > 50 kwW 98.52 99.43 99.91 80 - 120
Street Lighting 70.00 122.51 120.00 80-120
U”me“”eijﬁﬁ?mEdLﬂad 102.29 94.68 94.68 80 - 120

Distribution revenue is derived through a combination of fixed monthly charges and volumetric
charges based either on consumption (kWh's) or demand (kW'’s). Revenues are collected from
5 customer classes including: Residential, General Service less than 50 kW, General Service

greater than 50 kW, Street Lighting, and Unmetered Scattered Load.

Fixed rate revenue is determined by applying the current fixed monthly charge to the number of
customers or connections in each of the customer classes in each month. Variable rate revenue
is based on a volumetric rate applied to meter readings for consumption or demand volume.

This is then used to determine the current fixed/variable split used to design the proposed rates.

Existing volumetric rates include a component to recover allowances for transformer ownership.
Commodity Charges and deferral and variance rate riders, along with WDI specific other adders
such as LRAMVA are used along with the current and proposed distribution rates to produce
total bill impacts.

WDI has incorporated the fixed rate design changes for Residential customer class as set out
in: Implementing a New Rate Design for Electricity Distributors (EB-2012-0410) released July
16", 2015.

WDI is not proposing any rate mitigation plans and is discussed further in Exhibit 8.
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Ex.1/Tab 4/Sch.8 - Overview of Deferral and Variance Account Disposition

WDI proposes to dispose of a credit of $26,884 related to Group 1 Variance/Deferral Accounts.
This credit includes carrying charges up to and including April 30, 2016. WDI also proposes to
dispose of the following;
= A net debit balance of $10,350 recorded in account 1568 being the Lost Revenue
Adjustment Mechanism Variance Account for audited balances as of December 31,
2014 for lost revenue occurred during 2011-2013. Carrying charges have been
calculated up until April 30", 2016.

Group 1 DVA and LRAMVA balances are proposed to be disposed of over 1 year.

WDI has followed the OEB’s guidance as provided in the OEB’s Electricity Distributor’s
Disposition of Variance Accounts Reporting Requirements Report. As of December 31, 2014,
WDI recorded principal balances in the following Board-approved deferral and variance

accounts.

Table 1.10 illustrates the balances and forecast carrying charges until April 30", 2016.
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Table 1.10: Account and Balances sought for disposition/recovery

Principal &
Interest Dec Disposn. in | Interest to Dec (Interest to Apr
Account Descripti USoA 31/14 2015 31/15 30, 2016 Total Claim™™
Group 1
LY Variance Account 1550 13781847 66,188 1617.78 261.12 738N
Srart Metering Entity Charge Variance Account 1551 378.32 5,651 1.56 (19.24) (5,290)
RSVA - Wholesale Market Service Charge 1580 (80,563.92) (82,674) (943.17) 472 1172
RSVA - Retail Transmission MNetwork Charge 15684 (40,212.87) 45,764 (464 .32) (310.52) (86,773)
RSVA - Retail Transmission Connection Charge 1586 | (299,653.32) (99,062) (3.535.93) (731.12) (204,858)
RSVA - Power (excluding Global Adjustment) 1588 | (109,082 29) (43,898) (1,248.21) (229.52) (66,5658)
RSVA - Global Adjustment 1589 693,295.38 440414 8,11362 924 B8 261,919
Recovery of Regulatory Asset Balances - 2010%** 1595 | 42784677 | 420,683.31 1,736 64 - 0
Recovery of Regulatory Asset Balances - 2011%* 1595 | (303,626.92) 0.00 (3,767.67) (1,156.48) -
Recovery of Regulatory Asset Balances - 2012%* 1595 | (339,786.49) 0.00 (2,504 .85) (770.20) -
Recovery of Regulatory Asset Balances - 2014** 1595 | (474485.71) 0.00 (5,081.34) (1,562 40) -
Sub-total Group 1 Accounts (387,971.58) (6,095.9) (3.,581.0) (26,884)
Group 2
LRAM Variance Account (LRAMVA) 1568 10,192.40 0.00 12048 37.04 10,350
Sub-total Group 2 Accounts 10,192 .40 12048 37.04 10,350
GRAND TOTAL M

** Not requesting disposition
*= Diposed of in 2015 (EB-2014.0118)
“*Rounded
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Ex.1/Tab 4/Sch.9 - Overview of Bill Impacts

A summary of the bill impacts by class and a range of usage are presented in Table 1.11. WDI

has presented bill impacts including the impact from the removal of the OCEB and Debt

Retirement Charge and without.

Bill Impacts with the removal of OCEB and Debt Retirement Charge

Table 1.11 Bill Impact Summaries by Rate Class

Rate Class Usage AzrgfgnBt_of Amount of 2016 Bill Amount Total Bill
KWh KW ill Difference | Impact %
132 (10th Percent) 31.91 39.86 7.95| 24.91%
Residential - RPP 650 106.82 122.79 15.97 | 14.95%
800 128.52 146.81 18.29 | 14.23%
GS < 50 kW - RPP 2,000 306.12 342.67 36.55 | 11.94%
GS > 50 kW - Non RPP 170,000 300 28,525.52 26,011.42 [-2,514.10 | -8.81%
Street Lighting 140,000 400 11,002.08 11,734.03 731.95 | 6.65%
Unmetered Scattered Load 250 38.46 46.52 8.06 | 20.96%
Bill Impacts including OCEB and Debt Retirement Charge to 2016 Bill
Rate Class kWhusage " gg;’;‘”;ﬁf Amount of 2016 Bil D?f;z:’e”nncte ﬁiﬂ
132 (10th Percent) 31.91 36.81 4.90 | 15.36%
Residential - RPP 650 106.82 115.14 8.32| 7.79%
800 128.52 137.82 9.30 | 7.24%
GS < 50 kW - RPP 2,000 306.12 322.64 16.52 | 5.40%
GS > 50 kW - Non RPP 170,000 3001 g 50550 27,356.12 |-1,169.40 | -4.10%
Street Lighting 140,000 400 11,002.08 12,066.25 | 1,064.17 | 9.67%
Unmetered Scattered Load 250 38.46 43.65 5.19 | 13.49%

The bill impacts vary by customer class, ranging from a decrease of -8.82% for the GS>50 kW

Customer to increases of 24.91% for low volume (highest of the lowest 10" percentile)

Residential Customers. WDI further decided to isolate the impact on the removal of the OCEB

and Debt Retirement change. Thus the bill impacts by rate class would vary from -4.10% for
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GS>50 kW Customers to 15.36% for low volume (highest of the lowest 10" percentile)

Residential Customers.
The major impact by customer class is as follows:

Residential:
¢ Removal of the OCEB charge effective January 1, 2016
¢ Removal of the Debt Retirement Charge effective January 1, 2016
o Disposal of DVA accounts for 2011, and 2014 expiring as of April 30", 2016
o Fixed Rate Design Policy implemented in this application

e Adjustment to account for WDI's revenue deficiency

GS<50 kw:
o Removal of the OCEB charge effective January 1, 2016
¢ Removal of the Debt Retirement Charge effective January 1, 2016
 Disposal of DVA accounts for 2011, and 2014 expiring as of April 30", 2016

e Adjustment to account for WDI's revenue deficiency

GS >50kW:
e Removal of the Debt Retirement Charge effective January 1, 2016
o Disposal of DVA accounts for 2011, and 2014 expiring as of April 30", 2016

e Adjustment to account for WDI’s revenue deficiency

Street Lighting:
¢ Removal of the Debt Retirement Charge effective January 1, 2016
 Disposal of DVA accounts for 2011, and 2014 expiring as of April 30", 2016
e Adjustment to account for WDI's revenue deficiency

e Adjustment to Load Forecast to account for the LED Street Light conversion project

Unmetered Scattered Load:
e Removal of the Debt Retirement Charge effective January 1, 2016
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o Disposal of DVA accounts for 2011, and 2014 expiring as of April 30", 2016

e Adjustment to account for WDI’s revenue deficiency

Although the overall bill impacts have been increased for certain classes, WDI's proposed 2016
revenue requirement is needed to remain in compliance with its regulators and meet its
mandate and commitment to provide safe, reliable cost-effective services and products

achieving sustainable growth while respecting the community and the environment.

WDI is not proposing any rate mitigation strategies or addressing any foregone revenues for this

application.

WDI has determined no mitigation strategies are necessary based on the exclusion of the
removal of the OCEB and Debt Retirement Charge (“DRC").

The Residential Customer Class would exceed the 10% threshold based on the analysis of low
volume residential customers. The dollar increase for the 10" consumption percentile is less
than $5.00. WDI feels the majority of the customers in this low volume consumption range are
seasonal cottage customers that can be demonstrated by the first dip in the chart provided
above and may not be adversely affected to the rate increase as a typical low volume customer.
Additionally, the increase in regulatory and the disposition of variances limits WDI’s control that
compounded with the new fixed rate policy has resulted in WDI requesting that no rate

mitigation strategies be undertaken in this application for this Class.
Although the USL Customer Class for WDI is slightly over the 10% threshold of the overall bill

impact, excluding the changes to the OCEB and DRC, is just slightly over $5.00 per customer

per month and WDI does not feel any rate mitigation is necessary for this Class.
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Customer Engagement

Ex.1/Tab 5/Sch.1 - Overview of Customer Engagement

The Report of the Board, Renewed Regulatory Framework for Electricity Distributors: A
Performance Based Approach (the “RRFE Report”) contemplates enhanced engagement
between distributors and their customers to provide better alignment between distributor
operational plans and customer needs and expectations. WDI always has, and always will,
focus on its customers by striving to provide superior service to its customer base. WDI is also
becoming more customer-centric by investing in new capabilities, programs, and technologies
that allow us to communicate more effectively and efficiently with our customers. Some of our
current initiatives to maintain or improve our level of customer engagement are as outlined on

the next few pages.

WDI has summarized customer engagement actives provided in Table 1.12.
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Table 1.12 — OEB Appendix 2 - AC

Provide a list of
customer
engagement
activities

Provide a list of customer needs and
preferences identified through each
engagement activity

Actions taken to respond to identified needs and
preferences. If no action was taken, explain why.

Annual Home and
Garden Show (2012-
2014)

1. Conservation and usage reduction for
small business and residential customers
2. Peaksaver Plus, Customer Connect, E-
Billing, Safety awareness

General awareness is been promoted. If awareness was
identified as unsatisfactory through ballot responses WDI
looked at increasing awareness through newspaper
advertisements and in office promotion. WDI has
implemented Peaksaver Plus, Customer Connect and E-
Billing Services.

Business Show

1. Conservation and usage reduction for
small business and residential customers
2. Peaksaver Plus, Customer Connect, E-
Billing, Safety awareness

General awareness is been promoted. If awareness was
identified as unsatisfactory through ballot responses WDI
looked at increasing awareness through newspaper
advertisements and in office promotion. WDI has
implemented Peaksaver Plus, Customer Connect and E-
Billing Services.

Customer Surveys

1. Utility Pulse

2. Survey Monkey

3. Annual Home and Garden Home Show
Contest

WODI continues to incorporate customer’s needs.
Unsatisfactory results are identified and addressed and
brought forward to WDI's Board of Directors. Open
ended responses are followed up with individually.

Meeting with
Contractors
Association

1. Monthly Business meetings
2. Presentation of services

Regulatory requirements and process required for WDI to
upgrade and/or install new services. Making sure
contractors are familiar with WDI's process and ESA
requirements. Community outreach.

In-Office Customer
Engagement

1. Front Counter Engagement

2. Senior Assistance - Customer Connect
(drop in appointments)

3. Computer Centre provide for free to all
customers in office

Concerns and issues are dealt with immediately. Any
concerns that need to be escalated are brought forward
to senior management and if necessary, the board of
directors. WDI provides a computer centre to assist with
customers that need extra assistance using WDI's
customer connect, e-billing services and customer
satisfaction surveys.

Regional Planning
Engagements

WDI is was invited to participate in regional
planning

No projects identified therefore WDI has not taken any
action.

Financial Assistance
Program

WODI provides support through partnerships'
with the province's Low-income Energy
Assistance Program (LEAP). This
emergency financial assistance programs are
designed to help low-income customers who
have difficulty making their electricity bill
payments.

WDI continues to promote verbally and on their website,
on emergency financial assistance programs that are
designed to help low-income customers having difficulty
making their electricity bill payments.

E-billing/Customer
Connect - Online
Account Services

WODI provides access to customer bills and
consumption data.

WDI has offering to customers based on input received
from customer service staff addressing customer
inquiries. This also reduces WDI's carbon footprint.

Annual utility
coordination
meetings

Synergies achieved through collaboration to
reduce costs on construction

The meetings include discussion on short term projects
that have potential to achieve cost savings by working
collaboratively. Current projects include Bell FTTH (Fibre
to the home), road widening, and bridge replacements.

Customer Education
literature

WDI's safety practices and policies

WDI responded to customers that followed up on the
literature.
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Ex.1/Tab 5/Sch.2 - Customer Satisfaction Survey

WDI has conducted two customer satisfaction survey with its residential and GS<50 classes.
WDI engaged UtilityPULSE to conduct independent customer satisfaction survey for 2014 and
WDI conducted an online survey through Survey Monkey in July 2015. In addition to the survey
mentioned, WDI continues to conduct small surveys of up to 5 questions through an annual
contest during Wasaga Beach’s Annual Home and Garden Show. After WDI completed the first
draft of this rate application WDI conducted a brief survey of two questions regarding the

proposed rate increase of the residential customer class.

UtilityPULSE (Cornerstone Hydro Electric Concepts) Joint Utilities Survey —June 2014:

The survey asks customers questions on a wide range of topics, including: (a) power quality
and reliability; (b) price; (c) billing and payment; (d) communications; and (e) the customer
service experience. UtilityPULSE conducted the 2014 survey in April of 2014, with final results
available in June 2014. The results are compiled into a final report outlining the overall
customer satisfaction within the community as well as benchmarking the results against other
Provincial and National participants. These results are then used to support internal discussions

surrounding what is currently being done well, and what needs improvement.

With regard to the 2014 survey results, UtilityPULSE surveyed 600 responses, consisting of
85% residential and 15% commercial. In terms of customer satisfaction, CHEC ranked higher
than both the Provincial and National averages:

e CHEC customer satisfaction ranking, 78%

¢ National customer satisfaction ranking, 75%

e Provincial customer satisfaction ranking, 62%

WDI has provided the full report in Attachment B.
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Survey Monkey (Online Survey) — July 2015 (471 Responses):

As part a commitment to provide customers with reliable and quality utility services that meet

current and future needs, WDI surveyed it customers in July of 2015. The 2015 survey is the

first individual survey that WDI conducted online. The utility intends on conducting on a bi-

annual basis in an effort to monitor and assess residential and commercial customer

knowledge, perception and satisfaction regarding utility services.

Survey Objectives:

In 2015, WDI’s objectives were:

Utility’s overall performance

Reliability

Billing and Payment Options

Quiality of service provided by customer care.

Quiality of service provided by field employees

Customer awareness and usage of the department’s online services

Customer opinions regarding how aggressively sustainable practices should be pursued
Cost of Electricity

Overall Performance.

WDI received 471 responses and of the 471 responses, 3 customers identified themselves as a

commercial customer. The customers that responded were 18 years and older with 77% of

respondents being between the ages of 45-74 years old.
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Summarized results were as follows:

Customer Preferences:

94% of responses indicated that the cost of electricity is impactful on their household
budget

65-80% of responses indicated that the cost efficiencies and reliability of energy services
are the most important aspect of service, compared to Customer Service and Energy
Conservation

88% rated the overall value of their electricity service between good to excellent

Operation Performance:

85% of respondents stated that they find the existing level of spending and reliability to
be acceptable

95% rated WDI's performance in restoring service from good to excellent

80% of respondents indicated WDI's performance in restoring services as good to
excellent during extended outages

Customer Focus:

13% of customers indicated they have a hard time understanding WDI’s bills

8% of customers are not satisfied with the payment options offered by WDI

95% of customers indicated that received good to excellent service from WDI's customer
service staff.

94% of customers indicated that they received good to excellent service from WDI's field
staff.

Public Perception, Opinion, and General Awareness:

90% of respondents indicated that they would not want WDI to invest in an automated
phone service.

97% of respondents feel WDI is an approachable offering pleasant, friendly, and
welcoming service.

63% of customers indicated they were not aware of consumption data being available
online

65% of customers have not had any communication with WDI during the last 12 months
84% of respondents indicated that WDI was good to excellent at communicating with
them

28% of customers were not aware that WDI offered e-billing

97% of respondents indicated WDI is a respected company in the community.
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WDI allowed for open ended comments in the survey. Some of the trends WDI saw identified
through customer comments were: having difficulty with our website, Customer Connect, e-

billing services and certain payment options.

Home and Garden Contest Surveys:

WDI ask customers up to five questions that usually pertain to general awareness of new
technology and conservation initiatives. WDI has used this information to promote and market
e-billing, customer connect, and energy conservation initiatives for the residential and small
commercial customers. WDI always allows customer comments and will respond to any

comments that require responding to.

Phone, E-mail and Customer Counter Survey (405 Responses):
After the completion of WDI’s first draft of this rate application WDI sought additional input from
the residential customers (finalized September 9, 2015) regarding the potential increase of the

distribution charges that WDI will be seeking for this rate application.

e 6.39 was the average opposition on a scale of 1-10, with 10 being strongly opposed to a
$2.25 monthly increase on distribution charges

o 5.72 was the average opposition on a scale of 1-10, with 10 being strongly opposed to a
$2.25 monthly increase on distribution charges knowing that WDI is considered one of

the most efficient, with some of the lowest distribution charges in the province.

WDI allowed for open ended comments in the survey.
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Ex.1/Tab 5/Sch.3 — Front Desk Support

WDI currently maintains front desk support allowing the customer and the utility to interact on a
direct basis. Social interaction is still one of the best ways to be in close contact with the
customer including WDI'’s senior population. People love being heard and they love giving
feedback, which is conveniently done when paying your electrical bill at the front counter of your
local utility. WDI has implemented a computer centre for customers and staff to use to assist

customers, if needed, in learning about WDI’s newer technologies available to them.

With a front desk, information is exchanged regularly with every customer interaction. Data
gathered though these interactions can then be used to improve business outcomes. In this
sense, front desk staff becomes pivotal to the business and bridges the gap between the
customer and other utility staff. WDI plans on continuing its front desk operations as a form of

customer engagement and to ensure expected customer service levels are maintained.
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Ex.1/Tab 5/Sch.4 — Publications

The majority of WDI's customers receive a physical bill in the mail, and WDI takes advantage of
this opportunity communicate additional information via messages on the outside of the
envelope, separate inserts, and messages on the bill itself. Many of these messages are
coordinated with announcements from the OEB, IESO, and other agencies, and include
information about retailers, rate changes, conservation and demand management programs,

electrical safety, and references to our website.
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Ex.1/Tab 5/Sch.5 — Conservation and Demand Management

Conservation and Demand Management (“CDM”) work conducted by WDI includes a number of
initiatives that involves outreach to our customers. Reaching out to customers through CDM
programs helps customers to better understand their local utility, while they become more
knowledgeable about energy conservation. WDI continues to participate in a number of

community events to highlight CDM program offerings.

In addition to the above, a number of customers have express the need for extra consultation
and assistance with various CDM programs. In response to this, utility staff makes direct
contact with customers to assist them with their concerns and/or CDM program applications on
an individual basis. These efforts provide a communication channel to energy conscious
customers so that the needs and desires of these customers are better understood and

addressed.

One extremely important CDM initiative that WDI has undertaken for the past several years is
that of the Roving Energy Manager (REM) program. CHEC Association Members, including
WDI, currently share a REM across their respective distribution territories in order to make this
position as cost effective as possible. Key areas of responsibility for the REM include performing
site visits, assessing potential areas for energy savings, and providing written reports where

required.

The REM has been instrumental in assisting WDI with meeting its CDM goals and objectives,
while engaging WDI's commercial customers. Under the REM program, a mutually beneficial
relationship is created whereby the needs and wants of the utilities larger customers are
satisfied through CDM offerings, while the REM becomes a significant resource of knowledge to
the utility. At the present time, WDI expects the REM program to continue into the foreseeable

future.
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Ex.1/Tab 5/Sch.6 — Community Involvement

It is important to WDI and its Shareholders that its employees support and give back to their
community, and as such the utility participates in several community projects and events (at no
cost to ratepayers) such as:
o Christmas Parade: WDI has participated in the annual Christmas Parade.
e YMCA Strong Kids Campaign: WDI has participated in the local YMCA Strong Kids
Campaign.
e Toys for Kids: WDI participates every year in the Toys for Kids Christmas Drive by
donating money collected through payroll deductions.
e Run for a Cure: WDI has patrticipated in Run for the Cure

e ALS Ice Bucket Challenge: WDI has participated in the ALS Ice Bucket Challenge.

All of these events are driven through WRSI and supported by the staff of WRSI and no costs

from these activities are included in this rate application.
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Ex.1/Tab 5/Sch.7 — Social Services

Financial Assistance Program: WDI provides support through partnerships with the province’s
Low-income Energy Assistance Program (LEAP) program. Both of these emergency financial
assistance programs are designed to help low-income customers who have difficulty making

their electricity bill payments.
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Ex.1/Tab 5/Sch.8 — Other Engagement Activities

Other Customer Activities Include:

Regional Planning Engagement
Contractor Association Meetings
E-billing/Customer Connect — Online Services
Education — Customers, school programs, etc.

Outage Notification — Planned

Filed: September 11, 2015

Forming alliances with other industry companies to improve service, reduce costs

Website
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Ex.1/Tab 5/Sch.9 — Incorporating Customer Engagement in WDI's
Application

Main issues identified through WDI's Customer Engagement include:
e Impact on rate increases
e General Awareness, or lack thereof

e Ease of understanding new technology implementation

According to the 2014 PEG report, WDI continues to perform well with a “cost per customer” of
$423 of which is ranked 3rd lowest in the province and a cost per kilometer of line at $19,328 of
which is ranked 15th lowest in the province. Overall efficiency rating of -40.3% is ranked 2nd
best in the province and WDI has been assigned to Cohort I. When WDI's OM&A costs for

2016 are approved; WDI's overall cohort ranking will remain the same.

WDI has prepared the DSP ensuring capital expenditures are stable over the forecast period
while undertaking a significant replacement program to ensure WDI is able to maintain current

reliability levels. This aligns with WDI'’s strategic directives.

WDI's customer engagement activities are not projected to be a significant cost borne by the
rate payer, although WDI intends to use costs already proposed in this application to increase
general awareness, mostly through increase use of bill inserts for customer education and

advertising.

WDI has planned for the revision of its website to allow for enhanced integration to WDI’s e-
billing and customer connect service. This has been an issue identified from customers and
brought forward to management. WDI has also decided to maintain their computer centre to
enhance customer experiences through these technology changes.

WDI informed their customers of the proposed rate increase being considered after the first draft
of this application was completed. Customers moderately opposed a rate increase, but they
were slightly more willing to accept one considering WDI's high efficiency and low rates in the
Province of Ontario.
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WDI is aware that customers are sensitive to the cost of electricity and have stated the impact
that costs do have to our residential customer class. However, WDI's proposed 2016 revenue
requirement is needed to remain in compliance with its regulators and meet its mandate and
commitment to provide safe, reliable cost-effective services and products achieving sustainable

growth while respecting the community and the environment.

WDI did an analysis comparing the percentage WDI'’s rates since May 1, 2010 to the proposed
rates for May 1, 2016 to the overall cost of power during the same period. Overall, WDI
proposed May 1, 2016 rates have projected to increase by approximately 11% since May 1,
2010 while during the same period the cost of power is projected to increase by approximately
53%. To some extent WDI feels that the moderate opposition stems from the large increase
that is beyond WDI's control. WDI feels that although surveys have provided good feedback,
there is a lack of two way communication and proper education being done on behalf of WDI.
Going forward WDI intends to address the lack of education to our customers with presentations

to local service groups and bill insets in conjunction with bi-annual surveys.
Overall, WDI's Board of Directors has emphasised to staff that customer service and focus is

the key to our business going forward and WDI feels that this rate application addresses these

issues in the most cost effective manner.
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Financial Information

Ex.1/Tab 6/Sch.1 - Historical Financial Statements

The following attachments are presented in this next section.
e Attachment C Year ended 31 December, 2013
e Attachment D Year ended 31 December, 2014
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Ex.1/Tab 6/Sch.2 - Reconciliation between Financial Statements and

Results Filed

WDI has no reconciliation items between the financial results shown in WDI's RRR filings,
Audited Financial Statements and with the regulatory financial results filed in the application is

presented on the following pages.
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Table 1.13: 2012 Balance Sheet Reconciliation

Assots

Current

Cash

Accounts Recaivable

Unibailbed Reverue

Prepaid Expenses

Due From Wasaga Resource Services
Tawes Recoverable

Property, Plant & Equipment

Wasaga Distribution inc.

Filing 2.1.13

Uniform System of Accounts Mapped
& Reconclled to Financial Statements

Armournt
2,026,425.00

1,657,375,

i)

1,2486,872.00
102,805.00
3,316, 355.00
133,089.00
8,482,971,

Land 616,620.00 1005
1806
1905
Buildings 1,021,270.00 1200
Distribution Stations 3,244,414.00 1020
Distribution Lines - Overhead 7,312,133.00 1830
1838
Distribution Lines - Underground 5,398,317.00 1840
1045
stribution Transfarmers 4,261, 286.00 1850
Distribution Services 5, 715,328.00 1855
1860
1980
2105
Equipment Lincder Capital Leasa a00%
Construction in Proges 376,814.00 2085
Contributions in Aid of Construction 2,190.00 1995
22,443, 777.00
Accumulated Amortization -11,506,273.00 2105
10,937, 504.00
Other
Investment in UCS 100.00 1070
Intangible ascat 131,436.00 1935
2120
Future Taxes Recoverable 134,704.00 2350
256,230.00
0,67,
Liabilities
Current
Accounts Fayable & Accruals 2,419,862.00 2305
2208
2220
2250
2252
37937
Customer Deposies 133, 718.00 @710
2335
Currant portion of equipment under cap lease 24,220.00 2205
4,9%3,580.00
Lorng-term
Due to Developers 206,441.00
Equipment Under Capital Lease 79,397.00
rote Payable to Toawn 393, TR9. 00
Other 2,968,275.00
6,847,332.00
Toatal Liabilities 9, 400,91 2.00
Shareholder's Equity
Capitsl Stock - Common Shares 100,00 a00s
Retalined Income 5,075,955, 00 anas
3049
046

Tatal Liabilities & Sharahalde

5,076,055.00

14,276,967 00

Wasaga Distribution Inc.

EB-2015-0107

Exhibit 1 — Administrative Documents
Filed: September 11, 2015

Aamournt Tatal

2.026,224.92
200.00
1,463,870,
1,733.36
172,931.54
-100,135. 40

2,026,424,92

1,657,374, 48

1248,124.31

1,246,871.60 1,246,871.60

102,805 .48 102,805 48
3,316,654.52 3,316,354.52
133,089.17 133,089.17
8,482,920.17

121,775.03 I 616,620.12

1,021,269.72
3,244,413.58
3,477,071.98
35,061.15%
270,298.32

1,021,269.72
3,244, 413.50
7,314,1321.81

5,298,317.43

5,127.519.11

4,261, 285.64
3,890,976.83
1.785,454.14

4,261,285.64

40,942.03

376,813.93
27.05 -5,629,197,05
22,443,775.24
-11, 506, :

10,937,503,

100.00
lﬂn,."l Thoon
18,949.18
134,704.00 134,704.00
256,229,02
19,676,657

<1,944,367.57
158,551.95
AN7,936.74 (not included -2086,441.00)

-2,419,858,55

-0.05
-9,317.00 /
7
138, 717,72
-24,219.77 -24,219.77

-2,5593,976.27

-206G,441.00
-79,396.63
3,593, TRE. 57
36,265.71 2,968.2
314,290.33
365,534.75
4,214.38
159, 408,50
-180,952.20
+111,027.80
-798,308.87
A76,HAG. 46
4,062.43
-2.851,879.52

-206, 441,00
-79,396.63
-3,593, 768,52
a3

-6,847,329.98

9,400, 306, 25

-100.00 -100,00
4,792, 30466 5,075, 958,90
400,000.00
-683,574.24

-5,076,058, 90

14,476,

RRR Filing to Financial Statement
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Table 1.13: 2012 Income Statement Reconciliation RRR Filing to Financial Statement

Revenue
Sale of Power

Distribution Services

Cost of Power

Distribution Income
Other Operating Revenue

Rental
Other

Total Revenue

Expenses

administration Charges

Amortization

hManagement Costs

Regulatory
Interest

Other

Total Expenses

Provision for (recovery of) Taxes
Current
Future

Met Income for Year

Dividends

Amount
11,234,637.00

4,027,806.00

15,262,443.00

11,234,637.00

4,027,806.00

236,023.00
291,288.00

4,615,117.00

2,467,435.00

F90,892.00
79,952.00

60,951.00
263,962.00

210,398.00

3,873,530.00

9,552.00
48,401.00
57,953.00

683,574.00

-400,000.00

Filing2.1.7
Account(s) Amount Total
4006 -6,077,021.27 I -11,234,626.89
4025 -115,600.72
4035 -2,376,382.30
4055 -628,105.87
4062 -664, 412,94
4066 -704,730.15
4068 -426,634.45
4075 -181,688.00
4020 -2,978,819.72 -4,027,806.11
4paz -9,278.00
4084 -354.25
4026 -25,354.14
-15,262,443.00
47035 9,257,170.26 11,234,636.89
4708 664,413.94
4714 704,730.15
4716 426,634.45
4750 181,688.09
-4,027,806.11
4210 -295,022.24 -29g,022.34
4215 -5,545.86 -291,287.79
4225 -30,948.22
4235 -114,732.18
4355 -8,740.98
4360 59,739.00
4330 -70,258.69
4405 -120,799.86
-4,615,117.24
Distributior 74,963.02 2,467,424.36
Distributior 730,689.05
Billingand 1,005,997.81
5410 11,852.02
Admin & General Expenses
5610 339,538.76
Sgl5 204,095.88
Sez0 51, 76775
S660 .00
SETS 42,655.24
se80 6,065.32
5685 0.00
5705 78l1,549.68 F90,892.28
5715 9,342.60
5605 44,249,001 79,951.53
5625 35,702.52
5655 60,950.51 60,950,.51
6030 158,463.16 263,962.02
60325 105,492,826
5630 77,508.58 210,398.37
5635 11,589.48
SEES 92,170.45
6105 24,663,290
6205 4,459.96
6215 0.00
3,873,589.67
6110 9,552.33 9,552.33
115 42,401.00 4g2,401.00
57,953.33
3049 400,000.00
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Table 1.14: 2013 Balance Sheet Reconciliation RRR Filing to Financial Statement

Assets
Current
Cash

Accounts Receivable

Unbilled Revenue
Prepalid Expanses
Taxes Recoverable

Property, Plant £ Equiprment
Land

Buildings
Distribution Stations
Distribution Lines - Overhead

Distribution Lines - Underground

Distribution Transfarmers
Distribution Servicas

Equipment Under Capital Lease
Construction In Progress
cantributions in aid of Construction

ol armortization

Aumount

Sthar
Investment in UCS
Intangible Asset
Future Taxes Recoverabile
Liabilities
Current
Arcounts Fayable & accruals
Customer Deposits
Currant portion of aquipment under cap lease
Long-term

D 1o Developers

Equipment Under Capital Lease
Rlote Payable to Town

Regul atory

Tatal Liabilities

sharehalder's Eq

Capital Stock - Common Shares

Retained Incoma

Miscellaneous paid-in capital

Total Uabilities & shareholder's Equity

3,805, 438,00

1,674,678.00

1,696,010.00
131, 317.00

645,041.00

1,406,024.00
A2,379,020.00
7,534,994,00

5,758, 895,00

4,536, 609,00
6,222,224.00

136, 79300
0.00

6,352, 712.00
23,306,870.00

12,040, 665,00
11,246,213.00

9,150.00
10764700

143, 879,00
260, 676,00

O 00

2,05

097,00

127,%07.00

L0, 0
3,203,314.00

217,991,00

54,087.00
3,593,269.00
1,71%,074.00

5,584,421.00

®, TH7, 735.00

100,00

4,969,195.00

5,17%,468.00
10,144, 763,00

18,932,496.00

005

3045
EGETS
2049
2020

Filing2.1.7
Account(s) Amount Total
1005 1,305,237.60 2,80%,437.60
1010
1060
1100 1,674,677.89
1102
1110 39,200.00
1130 -76,220.19
1180 131,724.90
2205 -20,882.83
1120 1,696,017.65 1,696,017.65
1180 131, 716.84 171, 716,84
2294 128,258.00 128,2508.00
7,025,607, 98
1805 121,775.03 r 645,040, 74
1006 5.512.00
1905 7,753.71
1908 1,406,023.83 1,486,023.83
18270 3,329,019.59 3,379,019.59
1830 3,579,520.04 7,534,983.00
1835 3,955,463.04
1840 310, TRO. 83 5, 758, 894,80
1045 5,440,133.98
1850 4,536, 609,02 4,536,609,02
1855 4,235, 704.07 6,222,224.00
1HED 1,945,742.33
1500 47,072.52 )
2105 €,294.92
005 136,793, 16
2055
1995 | 6,352, 7Y
23,286,875, 70
2105 12,040,664.62
11,245,212.16
!
1405 3,150.40
1925 107, 646,59
2120
FEL] 143,879.00
260,675.99
305 .3,477,377.86 * -3,050,097.00
2208
2zz0
2252 -9,317.00
FFEF] .00
2210 «35,730.53 <127,%07.30
2335
385 -35,309. 77
-3,203,314.07
217,990,527 217,390
-54,086.86 -54,086.86
-3,593,260.52
-1, 719,074.47

~242,778.71
=146, 766.05
-209, 733,
-812,131.81
814,200,851
2,750.64
1,230,374.30

-5,584,420.37

-§, TR, 73444

-100.00 -100.00

-5,075,954.90 -10,144,663.65
293,240, 26
400,000.00
5,175, 468,49

10,144, 7R3 65

-18,932,496.09
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Table 1.14: 2013 Income Statement Reconciliation RRR Filing to Financial Statement

Rewvenue S ount

Sale of Power 13,040,215.00

Distribution Services 3,233, 773.00

16,273,992.00

Cost of Power 13.040,2135.00

Distribution Incom e 5,233, 773.00
Other Operating Revenue

Rental a0, 202,00
Sther 205,857.00

Total Revenue

Expenses
Administration & General

1,053,373.00

Amoartization S565,048.00

Billing & Callecting =61,285.00

Community Relations 4, 804,00

Distribution Expenses - Maintenance F02,239.00

Distribution Expenses - Operation 58,206, 00

Interest 185,957, 00

Other 4, 762.00

Froperty Taxes 26,361.00

Total Expenses

Provision for (recovery of) Taxes
Current
Future

-1a,252.00

2,175.00
-Z4,033.00

203,240.00

-400,000.00

Met Income for Year

Dividends

Filing2.1.7
SceOUNEls] Smount Total
A00& -7 174,907 26 -13,040,219.25
A025 -152,698.35
A025 -2,749,961. 74
A055 -678,120.193
062 -696,611.30
q40sE -813,453.33
A0TFTS -225,012.21
A07FE5 -81,942.03
A080 -3,188,830.34 -3,233,773.12
4052 -7, 342.20
059 -457F. TS
toee aan s
-16,273,992.27
AF05 9,1393,372.06 12,040,213.25
AFOT 1.562,715.48
S47F08 626,611.20
i sioailie
by P
AF50 225,012.21
AFS1 21,942.03
35,233, F73.12
AZ10 -308,201.74 -308,201.74
A215 -5,995.54 -205,8567.42
A225 -28,226.96
AZ35 -107,085.09
4355 -6,051.05
S4323s0 F,e07F. 21
azan —a,05z.52
AA05 -62, 063,535
Fa7F.842.29
5605 52,975.55 1,053,372. 72
SE10 336,823.83
B
S&Z20 52,994.57
5525 50,269.29
sS520 Fa,894.21
5635 13,053.36
5655 59,601.72
Ses0 250.00
205, toiae
S&7TS 42, 071.60
sS520 5,343.50
5705 551,268.98 565,045.21
5715 13, 773.23
5315 421,549.59
5320 207, 664.97
5325 o.oo0
5330 -FO04. 639
5335 o.0o0
5410 4,803.58 4,803.58
5105 2,010.97 F0os,2328.99
S51z0 23,650.06
5125 236,673.55
S13z0 42,353,942
5150 106,310.59
5155 47, 055.78
S1s0 22,714.65
S517FS 28,643.51
So10 7, FZ0.00 £8,205.01
oo h
SO17 S,465.10
5025 o.oo0
S5085 o.oo0
sS07F0 30,963.77
5075 Z202.80
2as 042,68 265, 557.a5
5025 37,.914.7F7F
BEZ05 A, FTEL.S=2 A, FTEL.S=2
5105 26,361.33 26,361.33
5110 -14,858.00 -14,858.00
5115 -9,175.00 2,175.00
-24,033.00
20499 400,000.00 400,000.00
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1 Table 1.15: 2014 Balance Sheet Reconciliation RRR Filing to Financial Statement

Assels
Current

Accounts Recelvable

wnbiled Revenue
Fropald Exponses
Taxes Recoverable

Froperty, Plant & Equipme
Larnd

Buildings

Distribution Stations
Distribution Lines - Ovarhead
Distribution Lines - undorgroond
Distribution Transformers
Distribution Services

Equiprm ent Under Caplital Lease
Construction In Progross
Contributions inaid of Construction

Accumulated SAmortization

Sther
Lang-term lnvestments
Intangible ssset

Future Taxes Recoverable

Current
Accounts Payable & Accruals

Customer Deposits
Taxes payable
Current portion of equiprment under cap lease

Lorg-term
Due to Developers
Custorm er deposits
Equipment Under Capltal Lease
rote Fayable to Town
Regulatoary

Total Liabilities

H

reholder's Equity
Capital Stock - Commaon Shares
Retalned lncom e

riscellaneous pald-in capltal

2 Total Liabilities & Shareholder's Equity

3

Anrn ot

2,317, 485,00

7,000,295, 00

5,993, 614,00

736,205.00

1,490,650,00
3,300,005,.00
/,036, 541,00

£, 265, 457,00

a57,080.00
LA 1,00

126, FIE.00

-7,030,502.00
4,460, 374,00
12,582, 773,00
11,877, 601,00

9, 150,00
23,867 00

A8,132,779.00

3,323,970.00

27.604,00
£,655, 00
26,449.00
3,304,570, 00

229,112.00
114, 370,00
2T EEE.00
#5993, 269,00
a79,036.00

4,343, 425.00

7, 728,103.00

100.00

5,229, 008.00

5,175, 468,00
404, 676, 00

10.132,7¥79.00

Filing2.1.7

Aceount(s)
1005
1010
1060
1100
1102
1110
1130
1120
1120
1180
2294

1405
125
2120
Fasno

2205
2z0m
zzz0
FFLEF]
2za0
2302
zza0
FFETE
2205

2005

045
EI TS
anag
anan

ASn ount
2,817,183.23
200,00

0.00

Total

7,000,395.07

i
263,000,396
-62,003.10

1.626,112.58
a3, 722,68
0.00
993,613, 54

736,205.26

1,490,689.63
2,300,004.65
4,037,184.10
4,009,
241,940.82
5,923,515.04
4,857,030, 40 4,857,030, 40
4,578, 75727 6,566,131, 21
1,950,996, 70
47,072.52
-10,695. 28

1,490,649, 63
3,300,004.65
®,036,540,95

£, 265, 456,66

126, 79316
21,270,855
-7,030,500.59

10,132,700.07

-3,323,965.01

-zas,a13.94

136, 751.72

17.80

11.086

-AAS. 16

27.603.68 27.603. 68
€.655.00 oo
-26,440.76 i)
. a5

-229,112.13
-114, 369,70
27.638.15
3,593, 268.52
-379,037.37

-229,112.13

137.819.47
ITM.I2
F.104.12
4,215.01
10,192 .40

-80,563.92
4an,212.87
298,653.32

-4,343,425.07

7, 728,098,327

-100.00 -100.00

4,969,199, 16 10,804,581, 75

200,000.00
25,175,468, 49

014, 6

-10,132.700.07
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Table 1.15: 2014 Income Statement Reconciliation

Rewvenue

sale of Fower

Distribution Services

Cost of Fower

Distribution Income

Other Operating Revenue

Rertal
Other

Total Revenue

Expenses

administration & General

Smortization

Billing & Collacting

Community Relations

Distribution Expenses - kMaintenance

Distribution Expenses - Operation

Interest

Other

Property Taxes

Total Expenses

Provision for (recovery of) Taxes

Current
Future

rMetincome for ¥Year

Dividends

Amount
14,506.665.00

2,612,858.00

18,120,527.00

14,S06.665.00

2,613.852.00

204,539.00
179,791.00

1,0=27.760.00

S37,.388.00

941,297.00

7, 473.00

F20,462.00

56,210.00

155,231.00

4,762.00

=7,199.00

a4,455.00
-1a.668.00
z3,787.00

459,0132.00

-Zono,000.00

Fi

ao0o0s
4025
anzs
a0ss
a062
A065
anes
a07Fs
a07s

4020
anez
aosa
anss

a70s
a7o7
4702
4714
a71e
a7s0
47S1

4210
az1s
azzs
azss
4350
azao0
aa0s5

se0s
s610
5615
s&z0
S625
sS630
5635
5555
sEe60
SEES
SE67FS
se20

s70S
5715

s=210
5215
s3z0
5325
s2=20
CEEL]

5410

s105
s1z0
5125
5120
s125
s1s50
5155
S5160
sS175
s010
50165
s017
soF0
S07FS

50320
ELEL

5205

5105

5110
5115

s0as

ng2.a.7
Sccount(s)

Wasaga Distribution Inc.
EB-2015-0107

Exhibit 1 — Administrative Documents
Filed: September 11, 2015

RRR Filing to Financial Statement

Amount Total

-8,330,916.68
-165,224.47
-2,990,271.61
-5393,428.83
-FE0,326. 73
867,553, 74
-a54,555.84
-226,944.07
-118.445.60

-14,506,668.63

-3 566, 724,10
-8,94a1.20
-zas.s50
4as.z0

-2,513,852.10

-18,120,526. 73

10, F11L.677. 77
1,367.163.82
FE0,326. 79
267,552, 74
454,555, 54
226,944.07
118,445, 60

14,5S06,668.65

-3.612,858.10

-S04,539.21 -F04,559.21

224,97 179, 790.95
-32.113.38
-117.931.35
5,675,233
-7io.=20
-24.353.53

48,176.54
380,368.28
273,352.40
55,255.26
51,922.62
az,537.00
15,477. 48
s1,087.91
E52.00
106,003.32
45,268.81
5,645, 95

1.027,F60.34

S83,608. 76 S537,387.93
13.773.23

126, 779.05 241,296. 79
AF1,083. 26
303,688.14
53.69
-F17.25
25,000.00

7. 472,30 T, 472.20

1,522.12 F20,467.62
F.FE1.23
233,206.53
44,128.66
216,552.25
96,208.03
68,368.51
21,826.87
20,892.26

FE7.50 S56,210.23
15,521.71

1,982.94
26,378.17

1.553.91

151, 727.93 165,330.65
12,602.72

4, 761.53 4, 761.53

27,199.12 27,199.12

44,455, 00 44,455.00
-l1a.668.00 -1a.668.00
Z3,787.00

59,014.10

Z00,000.00 ZO0,000.00
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Ex.1/Tab 6/Sch.3 - Annual Report

WDI does not publish an annual report to its shareholders. Financial statements are presented

yearly to the shareholder in a special meeting.
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1 Ex.1l/Tab 6/Sch.4 - Prospectus and Recent Debt/Share Issuance Update

2  WDI does not issue debt or share nor do they publish any prospectus.

3

PAGE 73 OF 98



© 00 N O O b~ W N P

R S R N S N e e O i o el
P O © 0 N O U M W N B O

Wasaga Distribution Inc.
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Exhibit 1 — Administrative Documents
Filed: September 11, 2015

Ex.1/Tab 6/Sch.5 - Other Relevant Information

Tax Status:

WDI is not seeking any changes to its tax status in this application.

Existing/Proposed Accounting Orders:

The Account Standard (“AcSB”) deferred mandatory adoption of IFRS for qualifying rate-
regulated entities to January 1, 2016. However, per the Board'’s letter of July 17, 2013,
electricity distributors electing to remain on CGAAP were required to implement regulatory
accounting changes for depreciation expenses and capitalization policies by January 1, 2013.
WDI choose to implement the change in useful lives under CGAAP as of January 1, 2012 and
submitted this in WDI 2012 COS (EB-2011-0103). WDI has prepared this application under
MIFRS.

Accounting Standards used in Application:

In accordance with the Filing Requirements, WDI has provided information for 2012, 2013, and
2014 Actual under CGAAP. 2014 Actual, 2015 Bridge Year, and 2016 Test year have been
provided under MIFRS. The only change for WDI is the reallocation of Account 1995
Contributed Capital to Account 2240 Deferred Revenue. There were no monetary impacts or

revenue requirement impact from this change as provided in Appendix 2-Y, illustrated below.
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Filed: September 11, 2015

Appendix 2-Y: Summary of Impacts to Revenue Requirement from Transition to MIFRS

2016 2016 Difference

Revenue Requirement Component MIFRS CGAAP without

policy changes
Closing NBV 2015 (s 12,324,080 $ 12,324,089 $ -
Closing NBV 2016 $ 12,996,573 $ 12,996,573 $ -
Average NBV $ 12,660,331|$ 12,660,331 $ -
Working Capital $ 1,441,974 $ 1,441.974 | $ -
Rate Base $ 14,102,305 $ 14,102,305[ $ -
Return on Rate Base $ 913,491 | $ 913,491 [ $ -
$ _
OM&A $ 3,074,782 | $ 3,074,782 | $ -
Depreciation $ 554,315 | $ 554,315 | $ -
PILs or Income Taxes $ 43,991 [ $ 43,991 [ $ -
$ _
Less: Revenue Offsets -$ 474,377 |-$ 474,377 | $ -
$ _
$ _
$ _
Property Taxes $ 28,000 | $ 28,000 | $ -
Total Base Revenue Requirement r$ 4,140,201 r$ 4,140,201 r$ -

Segregation of Rate Regulated Activities:

WDI is engaged in the delivery of the IESQO’s Conservation and Demand Management

Programs. The accounting for these activities is segregated from WDI's rate regulated activities

in accordance with the Board’s Accounting Procedures Handbook for Electricity Distributors.
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Materiality Threshold

Ex.1/Tab 7/Sch.1 - Materiality Threshold

The Minimum Filing Requirements state that a distributor with a distribution revenue
requirement less than $10 million must use $50,000 as a materiality threshold. With a proposed
base revenue requirement of $4,140,201, WDI has used this amount as a materiality threshold

throughout this application.
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Corporate Governance

Ex.1/Tab 8/Sch.1 - Corporate Governance Structure

WDI has described its corporate and utility organizations structure, including descriptions of the

activities of each of WDI's affiliates on pages 72 -75 of Exhibit 1.

There are no planned changes in corporate or operational structure.
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Exhibit 1 — Administrative Documents
Filed: September 11, 2015

Ex.1/Tab 8/Sch.2 — Board of Directors

WDI's Board of Directors consists of five directors, none of which is an employee or officer of
the utility. Two of the five board members do not sit on the Board of any WDI affiliate. This
conforms to the Affiliate Relationship Code (“ARC”) whereby at least one-third of its directors
must remain independent from Affiliate Boards. There is no policy on the number or proportion if
independent directors, but the Shareholder Direction applicable to WDI provides that the

composition of WDI's Board of Directors shall comply with the ARC.

Open, frank and honest discussions are encouraged at all Board meetings.

Management provides the WDI Board with written reports, PowerPoint presentations, oral
reports, verbal and written responses to WDI Board inquires, that are crucial to the successful
realization of WDI's corporate goals and objectives. These practices, which enable WDI Board
members to understand the issues facing the utility, assist the WDI Board in exercising its
independent judgment in carrying out its responsibilities. The WDI Board conducts an annual
assessment of WDI's performance and discusses individual management member’s

performance.

The background of each WDI Board Member is as follows:
1. Jim Fraser (President) Appointed 2000
a. Real Estate Salesman
b. Former Business Owner - Electrical
2. Bruce Young (Director), Appointed 2004
a. Former Contract Consultant
b. Former Director of Human Resources
c. Former General Project Manager — Ethiopian Light & Power
d. Manager/Supervisor of Human Resources — Former Ontario Hydro
3. Brenda Sigouin (Director, Secretary/Treasurer), Appointed 2003
a. Former CAO Township of Essa
b. Former Board of Directors, Collingwood General & Marine Hospital

c. Former Administrative Assistant to the General Manager Ministry of Health
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4. Peter Preager (Director), Appointed 2010

a.

-~ 0 o o0 T

g.
h.

Current Board member, North Simcoe Muskoka Local Health Integration Network
(NSMLHIN)

Current Chair, Governance Committee, NSMLHIN

Current member, Audit Committee, NSMLHIN

Former Vice President, Technology for various tech firms

Former Project Manager, CGlI, for Ontario Hydro year 2000 projects.

Former Information Systems Professional as certified by The Canadian
Information Processing Society; former member of the Project Management
Institute; Certificate in Management from Carleton University

Former member of the community-based healthy Community Network

Former newsletter editor and co-webmaster for Probus Inc.

5. Brian Smith, (Director, Mayor of Wasaga Beach), Appointed 2014

a.

b
C.
d.
e
f

Mayor of Wasaga Beach, November 2014

President, Tam Tar Restaurants Inc. (o/a Tim Hortons) — 17 years

Numerous awards for leadership, sales, and business

Ambassador for Tim Hortons Children’s Foundation

Former Auxiliary Police Officer

Holds a Queens Commission in the Canadian Armed Forces Reserve with the
retired rank of Lieutenant

Former Board of Director of Wasaga Community Theatre
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Ex.1/Tab 8/Sch.3 — Board Mandate

The WDI Board mandate is as documented in the Governance and Responsibilities for Board of
Directors and Individual Directors Board Policy. The entire policy can be found at

Ex.1/Tab 8/Sch.6; however the relevant section is reproduced below.

MANDATE:

The Board of Directors has the responsibility of setting the strategic direction of WDI and
establishing appropriate governance and risk management policies to ensure delivery of the
strategic objectives and outcomes, promotion of WDI's Vision, Mission, and Core Values,
protection of assets, and sustainable long term growth and viability. It must conduct the affairs
of the organization in accordance with approved board policies and by-laws. The Board
engages its Affiliate, Wasaga Resource Services, Inc. (WRSI) through a mutually approved
Master Service Agreement (MSA) to deliver WDI's licence obligations for all aspects of the

day-to-day operations of Corporation.
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In 2014, the WDI board had 12 regular meetings as well as 4 special meetings. Special

meetings are scheduled meetings that require more attention on a particular subject or

EDA/MEARIE conferences.

2015 Board Meeting Schedule

The Board of Directors set a schedule for meetings for the 2015 fiscal year. In general, board

meetings are held the 4™ Monday of every month.

Shown below is the 2015 schedule.

Monday, January 26, 2015

Monday, July 27, 2015

Monday, February 23, 2015

Monday, August 24, 2015

Monday, March 23, 2015

Monday, September 28, 2015

Monday, April 27, 2015

Monday. October 26, 2015

Monday, May 25, 2015 Monday, November 23, 2015

Monday, December 14, 2015

Monday, June 22, 2015

The overall attendance of the WDI board members has been exemplary; overall the board
members attended 85% of the regular board meetings in 2014 and 96% of the board meetings
to date in 2015.
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Ex.1/Tab 8/Sch.5 — Orientation and Continuing Education

WDI values best practices of corporate governance and strives to maintain and adopt policies to
promote effectiveness. The Board recognizes that a Director Orientation and Continuing

Education Policy is an essential tool to that effect.

The orientation and education process includes, but not limited to, the following information:

e Shareholder Directive

e Board Policies

e Board Structure and Contacts

o Board Meeting Schedule

¢ Board Minutes (from previous year(s))

e Operating Bylaw /Corporate Background / Organizational Chart

e Strategic Plan

e Current Year Budget

e EDA Publications

e Health & Safety Orientation (building access/security, emergency evacuation, respect in
the workplace (including Bill 168-workplace violence), privacy, accessible customer
service

o Master Service Agreement

Continuing Education:

The Board is responsible for ensuring Directors are provided with continuing education
opportunities. Each Director shall assess his/her development needs annually during the budget
evaluation process and inform the Chairperson of the Board and Director of Finance of his/her
development requirements. Education and training is then scheduled based on the results of

each assessment.

Additionally, informal training occurs by way of exposure to the following:
e Attendance at industry association meetings such as EDA meetings, etc.
e Engagement of a third party facilitator during 2014 for the purpose of enhancing

board/shareholder relations.
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Enrolment in courses such as Accessible Customer Service Training, Health and Safety,
etc.
Education on new Regulatory Directives and upcoming technological challenges during

board meetings as necessary.
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Ex.1/Tab 8/Sch.6 — Ethical Business Conduct/Conflict of Interest

The Board does not have a Code of Conduct policy for Board Members. Each Board Member is
required to maintain appropriate responsibilities through the Board Policy on Governance and

Responsibilities for Board of Directors.

Potential conflicts of interest are declared and assessed at the outset of all Board meetings.

Both policies are provided below.
Compliance with these policies is the responsibility of WDI Board Members

These policies do not explicitly apply to WDI staff. However, WDI staff is regularly instructed on

their responsibilities with respect to compliance with OEB codes, policies and requirements.
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Wasaga Distribution, Inc.

Governance and Responsibilities for

Board of Directors and Individual Directors
Board Policy

The Board of Directors acts collectively and exercises its powers and responsibilities as a
group. No individual director has the power to act on his or her own. As a member of the Board
of Directors (the “Board”), each director will fulfil the legal requirements and obligations of a
director, which will include the responsibilities:

e To act honestly and in good faith with a view towards the best interests of Wasaga
Distribution Inc. (WDI) and,

e To exercise the degree of care, diligence and skill that a reasonably prudent person
would exercise in similar circumstances.

MANDATE

The Board of Directors has the responsibility of setting the strategic direction of WDI and
establishing appropriate governance and risk management policies to ensure delivery of the
strategic objectives and outcomes, promotion of WDI's Vision, Mission, and Core Values,
protection of assets, and sustainable long term growth and viability. It must conduct the affairs
of the organization in accordance with approved bo