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ADMINISTRATION (2.1.6)

Application
APPLICATION

IN THE MATTER OF the Ontario Energy Board Act, 1998, being
Schedule B to the Energy Competition Act, 1998, S.0 1998, c15;

AND IN THE MATTER OF an Application by Halton Hills Hydro Inc. to
the Ontario Energy Board for an Order or Orders approving of fixing just
and reasonable rates and other service charges for the distribution of
electricity as of May 1, 2016.

Applicant’s Name: Halton Hills Hydro Inc.

Applicant’s Address for Service: 43 Alice St.
Halton Hills (Acton), ON L7J 2A9
(519) 853-3701

President and Chief Executive Officer:
Arthur (Art) A. Skidmore, CPA, CMA

Tel: (519) 853-3700, ext. 225

Fax: (519) 853-5592

Email: askidmore@haltonhillshydro.com

Chief Financial Officer:

David J. Smelsky, CPA, CMA

Tel:  (519) 853-3700, ext. 208

Fax: (519) 853-5592

Email: dsmelskv(@haltonhillshydro.com

Primary Application Contact: David J. Smelsky, CPA, CMA
(contact info above)
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Applicant’s Counsel: Osler, Hoskin & Harcourt LLP
100 King Street West

1 First Canadian Place
Suite 6200, P.O. Box 50
Toronto, ON MS5X 1B8

Primary Legal Contact: Richard King
Partner
Telephone: (416) 862-6626
Email: rking(@osler.com
Fax: (416) 862-6666

1) Introduction

a)

b)

d)

The Applicant is Halton Hills Hydro Inc., further referred to in this Application as the
“Applicant” or “HHHI”. The Applicant is a corporation incorporated pursuant to the
Business Corporations Act (Ontario) with its head office in the Town of Halton Hills
(Acton). The Applicant carries on the business of distributing electricity within the
municipal boundaries of the Town of Halton Hills.

The Applicant hereby applies to the Ontario Energy Board (the “Board”) pursuant to
Section 78 of the Ontario Energy Board Act, 1998 (the “OEB Act”) for approval of its
proposed distribution rates and other charges, effective May 1, 2016. A list of specific
requested approvals is set out in this Exhibit 1.

The Application has been prepared pursuant to the Board Renewed Regulatory
Iramework for Electricity Distributors as detailed in the Report of the Board dated
October 18, 2013 (the “RRFE™).

The Applicant transitioned to MIFRS in its last Cost of Service application in 2012
(EB-2011-0271). HHHI has prepared this 2016 Cost of Service Application entirely on a
MIFRS basis.

Unless specifically stated otherwise in the Application, the Applicant followed Chapter 2
of the Board’s Filing Requirements for Electricity Distribution Rate Applications last
revised on July 16, 2015 (the “Filing Requirements™) in preparing this Application.

LEGAL_1:35975715.4
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The Applicant has prepared a Consolidated Distribution System Plan (“DSP”), filed in
Exhibit 2, in accordance with Chapter 5 of the Board’s Filing Requirements.

This Application has been prepared using the defanlt Working Capital Allowance for the
2016 Rate Year of 7.5% in accordance with the Board Policy recently published on
June 3, 2015. Given the fact that this change in Board Policy is relatively recent, HHHI
is still in the process of assessing the impact of the policy, and reserves the right to
subsequently submit evidence in support of an HHHI-specific working capital allowance,

supported by a lead-lag study.

2) Proposed Distribution Rates and Other Charges

The Schedule of Rates and Charges proposed in this Application is set out in Exhibit 8,
and the material being filed in support of this Application sets out HHHI’s approach to its

distribution rates and charges.

3) Proposed Effective Date of Rate Order

The Applicant requests that the Board make its Rate Order effective May 1, 2016 in

accordance with the Filing Requirements.

4) The Proposed Distribution Rates and Other Charges are Just and Reasonable

The Applicant submits the proposed distribution rates and other charges contained in this

Application are just and reasonable on the following grounds:

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

ii) The proposed adjusted rates are necessary to meet the Applicant’s Market Based Rate
of Return (“MBRR”) and Payments in Lieu of Taxes (“PILs”) requirements;

iii) The other service charges proposed by the Applicant are the same as those previously
approved by the Board; and

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

Summary.

LEGAL_1:359757135.4
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5) Relief Sought
a) The Applicant applies for an Order or Orders approving the proposed distribution rates
and other charges set out in Exhibit 8 to this Application as just and reasonable rates and

charges pursuant to Section 78 of the OEB Act, to be effective May 1, 2016.

6) Form of Hearing Requested

a) The Applicant requests that this Application be disposed ot by way of a written hearing.

DATED at Halton Hills, Ontario, this 28" day of August, 2015.

All of which is respectfully submitted,

.. /

Arthr AL Skidmore, CPA, CMA David J. Smeisky, CPA, CMA
President & Chief Executive Officer Chief Financial Officer
Halton Hills Hydro Inc. Hatton Hills Hydro Inc.

TEGAL | 336757150
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Specific Approvals Requested

In this proceeding, HHHI is requesting the following approvals:

1.

Approval to charge distribution rates effective May 1, 2016 to recover a service
revenue requirement of $12,472,736 which includes a revenue deficiency of
$2,209,583 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 HHHI’s 2015 Distribution
Rates (EB-2014-0079) or updated values as provided by the Board after such time as

the Decision and Order was issued.

Approval to continue the Specific Service Charges and Transformer Allowance
approved in the Board Decision and Order in the matter of HHHI’s 2015 Distribution
Rates (EB-2014-0079).

Approval of the proposed loss factors as detailed in Exhibit 8.

Approval of the rate riders for two year disposition of the Group 1 and Group 2 and

Other Deferral and Variance Accounts as detailed in Exhibit 9.

Approval of the rate riders for two year disposition of the Lost Revenue Adjustment
Mechanism Variance Account ("LRAMVA") credit balance for lost revenue from

2012 to 2014 resulting from 2012 to 2014 Independent Electricity System Operator

LEGAL_1:35975715.4
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(“IESO”) (formerly the Ontario Power Authority (“OPA™)) programs as detailed in
Exhibit 4.

10. Approval to continue or discontinue Deferral and Variance Accounts as detailed in
Exhibit 9.

11. Approval to continue to charge Hydro One Networks Inc. (“HONI”), an Embedded
Distributor, the rates for the General Service 1,000 kW to 4,999 kW rate class. The

evidence for this proposal is provided in Exhibit 7.

LEGAL_1:35975715.4
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Proposed Effective Date of Rate Order
1. The Applicant requests that the Board make its Rate Order effective May 1, 2016 in

accordance with the Filing Requirements.

2. In the event that the Board 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
Board declare its current rates interim, effective May 1, 2016, pending the

implementation of the Board’s Rate Order for the 2016 rate year.

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

written hearing is more cost effective for both HHHI and its customers.

Publication Information
Residents, businesses and institutions in the Town of Halton Hills who receive electricity

distribution services from HHHI will be affected by the Application.

HHHI suggests publication of the Notice of Application in both The Independent Free Press, a
free publication with a circulation of approximately 20,000 homes, and The New Tanner, a free
publication with a circulation of approximately 15,000 homes. Utilizing both publications offers

a wide distribution throughout all areas in the Town of Halton Hills.

The Application and related materials will be posted on the HHHI website and will be available

for viewing at the following internet address:

http://www.haltonhillshvdro.com

As HHHI is fully engaged with social media, HHHI will also communicate the internet address
to its customers through social media accounts on Facebook, Twitter and LinkedIn at the

contacts below:

Facebook: https://www.facebook.com/haltonhillshydro

LEGAL_1:35975715.4
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Twitter: twitter.com/HHH ydro
LinkedIn: hitpsdawaww inkedincomscompanyvyhalion-hills-hvdro

Statement regarding Conditions of Service

The current version of HHHI's Condition of Service is publicly available for on-line viewing,

printing and downloading from HHHI’s website at www haltonhillshvdro.com. The Conditions

of Service are periodically updated to keep current and in accordance with updated regulatory
and policy imperatives. There are no changes being proposed to HHHI’s Conditions of Service

resulting from this Application.
Certification

I, Arthur A. Skidmore, President and Chief Executive Officer of Halton Hills Hydro Inc., certify

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

(s . Mo

Arthur A. Skidmore, CPA, CMA
President and Chief Executive Officer

LEOAL_1L35978715 4
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Statement of Deviations

HHHI has not, to the best of its knowledge, deviated from the Board’s current version of the

Filing Requirements for Electricity Distribution Rate Applications.
Statement of Changes to Methodologies

The pro-forma projections for the 2016 Test Year have been prepared in accordance with
HHHTI’s best practices.

Identification of Board Directives from Previous Board Decisions

2012 COS —EB-2011-0271 — Partial Settlement Agreement
1) Section 2.1, third bullet, of the Partial Settlement Agreement states:

“There shall be an asymmetrical sharing arrangement with respect to capital
expenditures for two projects forecast for 2012: (a) the Sieeles Avenue —
Trafalgar Rd to 5th Line South (Phase 2 — Stage 2)(capital cost of $§496,638);
and (b) Pole Relocations on Steeles Avenue between Winston Churchill
Boulevard and Trafalgar Road (capital cost of $1,047,701) (collectively the
“Steeles Avenue Projects”). The Parties have agreed to include the impact of
the Steeles Avenue Projects in the Test Year revenue requirement. However,
the Parties have also agreed that, in the event that the Steeles Avenue
Projects are not closed to rate base in the Test Year, or if the overall capital
cost is less than the amount forecasted, the revenue requirement impact will
be credited to the asymmetrical variance account established for this purpose
(the “Steeles Avenue Capital Addition Variance Account”).  This account
would provide for the return to customers of the revenue requirement impact
related to  the difference between the 81,544,339 of forecast capital
expenditures on these two projects, and the actual capital expenditures of these
two projects closed to rate base in 2012. The Steeles Ave Capital Additions

Variance Account would record the difference in all components of annual

LEGAL_L:35975715.4
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revenue requirement (including, but not limited to, depreciation, interest,
return on equity and PILs) resulting from any under-spending on capital
expenditures for these two projects closed to rate base in the Test Year. That
is, if the capital expenditures closed to rate base in 2012 are less than
$1,544,339 on these two projects, the revenue requirement impact of the
shortfall will be calculated and credited to the variance account in each year
(between 2012 and HHH's next rebasing application) that the underspending
on these two projects persists. For example, if the projects are completed in
2012 but come in under budget by $300,000, then the variance account
will capture the revenue requirement impact of removing that $300,000 of
capital spending from 2012, including the impact in 2013 to 2015. The
account would be subject to disposition in accordance with the Board’s
normal policies from time to time on the disposition of applicable

variance accounts.”,

The Board approved the Partial Settlement Agreement at the Oral Hearing in proceeding EB-
2011-0271 (page 1, lines 15 to 18, transcript vol.1). While the Board did not specifically
issue a directive, HHHI has treated this section of the Partial Settlement as such. The
recording and treatment of the asymmetrical account is discussed in further detail in Exhibit
2.

2013 IRM — EB-2012-0130

There were no Board directives issued in proceeding EB-2012-0130.

2014 IRM - EB-2013-0136

1) Group 1 disposition — The balance of each Group 1 account approved for disposition shall be
transferred to the applicable principal and interest carrying charge sub-accounts of Account
1595 pursuant to the requirements specified in Article 220, Account Descriptions, of the
Accounting Procedures Handbook for Electricity Distributors. The date of the transfer must

be the same as the effective date for the associated rates, generally, the start of the rate year.

LEGAL_L:359757154
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HHHI will ensure these adjustments are included in the reporting period ending June 30,
2014 (Quarter 2).

HHHI recorded this disposition in May 2014,

Shared Tax Savings Adjustment — The Board directed HHHI to record the tax sharing refund
of $2,913 in Variance Account 1595 by June 30, 2014 for disposition at a future date.

HHHI recorded this disposition in May 2014,

2014 7- Factor Application — EB-2014-0211

D

Extraordinary Event Costs — The Board directed HHHI to transfer the final balance from
Account 1572 “Extraordinary Event Costs” to separate sub-accounts of Account 1595
applicable to principal and interest carrying charges. The use of Account 1595 “Disposition
and Recovery of Regulatory Balances Control Account” will allow the difference between

the approved claim and the amount collected from the fixed rate riders to be tracked.

HHHI recorded this disposition in January 2015.

2015 IRM — EB-2014-0079

1)

Group 1 disposition —The balance of each Group 1 account approved for disposition shall be
transferred to the applicable principal and interest carrying charge sub-accounts of Account
1595. Such transfer shall be pursuant to the requirements specified in Article 220, Account
Descriptions, of the Accounting Procedures Handbook for Electricity Distributors, effective
January 1, 2012. The date of the transfer must be the same as the effective date for the
associated rates, which is, generally, the start of the rate year. Halton Hills Hydro should
ensure these adjustments are included in the reporting period ending June 30, 2015 (Quarter
2).

HHHI recorded this disposition in May 2015.

LEGAL_1:35975715.4
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1 2) Shared Tax Savings Adjustment — The Board directed HHHI to record the tax sharing refund

EB-2015-0074
2 of $4,696 in Variance Account 1595 by June 30, 2015 for disposition at a future date.

3 HHHI recorded this disposition in May 2015.

LEGAL_1:35975715.4
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MANAGEMENT DISCUSSION AND ANALYSIS (2.1.1)

Strategic Objectives and Key Initiatives

HHHI is a progressive electric distribution utility which owns and operates the electricity

distribution system within its licensed service area (280 square kilometres extending to the

municipal boundaries of the Town of Halton Hills, of which 255 square kilometres or 91 per

cent is a rural distribution system).

HHHYF’s success is built on the following:

1.

“Best in Class”

Utilizing the Board’s Scorecard, HHHI will monitor our performance in key areas as
compared to other utilities. HHHI will continue to provide a balanced approach to prudent
capital investment, exceptional customer service and meeting shareholder expectations.
HHHI will continue to seek partnerships with other utilities where efficiencies, cost savings
and benefits to our customers or our employees can be found. HHHI will leverage our
partnerships with other utilities to deliver our Conservation Programs through to 2020.

“We are Community”

In 2015, HHHI launched a new tagline: We are Community. This tagline provides a
customer facing representation of our mission statement and represents our culture of being
leaders in our community by delivering distribution excellence for our employees and our
customers, HHHI will continue to build brand recognition that emphasizes our role in
supporting the community, our customers and our employees.

Risk Management

HHHI will continue to assess and monitor risks throughout the utility. Risks are reviewed
on a quarterly basis with our leadership team. Business Continuity Planning will ensure
HHHI is able to continue to serve customers regardless of circumstances. Utilizing HHHI’s
Safety Management Systems, HHHI is able to track, monitor and address safety risks
throughout HHHI’s operations.

Distribution System Planning

HHHI’s Engineering Department has completed a comprehensive Distribution System Plan
which provides a five year strategy for asset management and capital expenditures to ensure
HHHI is able to provide reliable supply to meet current customer’s needs and accommodate
future growth. The plan includes System Access, System Renewal, System Service and
General Plant investments.

LEGAL_1:35975715.4
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5. Continuous Improvement
As HHHI continues to build on Creative and Critical thinking efforts, HHHI will continue
our efforts to engage all staff in finding efficiencies and innovation throughout the
organization. HHHI will strive for an environment that emphasizes teamwork, innovation
and growth. '
Our Mission Statement and Strategic Objectives
Our mission statement is to provide Halton Hills with Electricity Distribution Excellence in a
safe and reliable manner.
It is supported by the following eight strategic objectives.
Safety — for our customers, our employees and the general public
Reliability — reliability of electricity supply, reliability of service, reliability of

customer care

Competitive Rates — our customers understand the value proposition in fair and

reasonable rates for the services HHHI provides

Financial Metrics — balancing shareholder and customer expectations, stable rate

setting, reasonable rate of return
Conservation — ensuring HHHI is able to meet our energy conservation targets

Environmental — considering the environment in all of our decision making processes,
finding ways to reduce waste, conserve and minimize the environmental footprint of

our organization

Community Focused — proud part of the Town of Halton Hills, active, visible presence

in the community, exceeding customers’ expectations

LEGAL_1:35975715.4
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Smart Grid Implementation — building our distribution system with future technology

in mind, ensuring HHHI is able to leverage technology for customer service, system

reliability and data security

feb
Competitive Raiﬁséase J

est in Class

Conservabion Smarb Grid Implementabion

Reliability Community Focused
Fingneial Visorics

Environmental

Each of the key initiatives noted below supports or builds upon these Strategic Objectives.

KEY INITIATIVES

1. TRANSFORMER STATION
The most significant capital project to be undertaken by HHHI will
be the design, construction and commissioning of a new transformer

station connected to the TransCanada Energy generating station.

Halton Hills is experiencing considerable load growth, particularly in
south Georgetown. There are a number of development projects
underway which will be adding over 1,200 new residential lots by

the end of 2017 and continued commercial development in the

Reliability
fempettiive Wates
Financial Metrics

LIENLATY IO

Steeles Avenue/401 Premier Gateway corridor. As well, the Vision Georgetown project will see

20,000 new residents in Georgetown between 2020 and 2031. HHHI’s transformer station

project will supply this new load growth. The land purchase and station design is anticipated to

be completed in 2015, construction beginning in 2016 with an in-service target date of spring

2018.

LEGAL_1:35975715.4
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The transformer station will ensure reliability of supply for our current and future customers as
Halton Hills continues to grow. Prior to undertaking this project, HHHI reviewed several options
and have chosen the most cost effective solution by building the transformer station ourselves
north of Highway 401. The IESO has noted (as part of the Regional Planning Process) the load
growth requirements for HHHI, and in its Northwest GTA Integrated Regional Resource Plan
states that: Based on technical and economic analysis, the Working Group believes that building
this facility is the least-cost option for serving growth within Halton Hills. Currently analysis

recommends a targeted in-service date of 2018.

2. SUCCESSION PLANNING
Succession planning continues to be an important focus for HHHI. Beliabi!ity

To ensure successful knowledge transfer and a smooth transition, FmanclalMetrlcs
HHHI is undertaking a knowledge mapping exercise of key positions

and individuals throughout the organization.

In HHHI’s operations department, a succession planning strategy — :@ipiuzieaisiins

must include sufficient overlap to allow apprentices time to complete their formal training and
gain the necessary experience to be considered as qualified replacements for journeymen
linemen. This process takes eight years, so considerable planning is required. Three customer
care staff are also eligible for retirement in 2016, and a new collective agreement will need to be
negotiated in 2016, so even in the very short term, significant resources need to be dedicated to

succession planning.

Along with succession planning, HHHI will continue to look at cross-training of core functions
throughout the utility to best leverage existing staff to accomplish work more efficiently and

provide greater job satisfaction to employees.

Training and succession planning form a key part of HHHI’s overall human resources strategy to
ensure we have the right people in the right jobs over the coming years and help us become one

of the top employers in Halton Hills and Halton Region.

LEGAL_1:35975715.4
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CONSERVATION AND DEMAND MANAGEMENT

In 2014, the Ministry of Energy issued the new 2015-2020 . ipiiiiins oo
Financial Metrics
Conservation

NARILS

Conservation First Framework. Under this new Framework, HHHI

has been allocated a target of 30.9 GWh in energy conservation. To

meet this aggressive target, Conservation and Demand Management

(CDM) will need to be a focus throughout the utility.

a. CDM FRAMEWORK
In 2015, HHHI filed a comprehensive CDM plan as required under the new Framework rules to
achieve the conservation targets by 2020. This plan covers the 2015-2020 timeframe and
encompasses a number of the standard programs targeting each of our customer classes.
Ongoing training will ensure customer care staff are well-versed on the various programs, and

able to promote them effectively to HHHI’s customers.

b. CDM COLLABORATION WITH MILTON HYDRO
HHHI will be working in collaboration with Milton Hydro to deliver a robust, cost effective
CDM program. By filing a joint application, HHHI has the opportunity for increased incentives
from the IESO for achieving our targets and increased budget for program delivery. HHHI will
also continue to look for opportunities to market CDM programs in collaboration with the other
LDCs.

3. DISTRIBUTION SYSTEM PLAN ity
Foundational to HHHI's strategic planning for the 2016-2020 l}eliability

Clempeitive Haodos
timeframe is the creation of the Distribution System Plan. This is the  Financial Metrics

first time the utility has created a comprehensive five year plan

encompassing asset management and capital expenditures. This plan

reviews HHHI’s current asset assessment and maintenance strategies

LEGAL_1:35975715.4
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and builds a comprehensive expenditure strategy that addresses asset management while

planning for future growth and technological advancements and automation.

This plan formed the bases for our 2016 Cost of Service rate application. The plan is built on the
principles of excellence, safety and reliability. It takes a prudent, cost effective approach to
infrastructure investment and renewal to serve current and future customer preferences and

requirements.

4, CUSTOMER BILLING

The Board is introducing a number of changes to the way HHHI bills  #1:/iahik:
Competitive Rates

customers. These changes will take eifect beginning in 2016.

AR SER I AN L

HHHI’s strategy is to ensure that as these changes are implemented, ¢
HHHI communicates effectively with customers to provide them
with the information they need to understand the changes and to =

continue to provide customer service excellence.

a. MONTHLY BILLING
Beginning in 2016, HHHI will move to monthly billing for residential and small commercial
customers who currently receive bimonthly bills. While there will be increased cost and
workload for the utility to accommodate these changes, this will also provide a significant
opportunity for increased communication with customers. HHHI will focus on promoting the

electronic billing and payment options in conjunction with implementing monthly bills.

b. RESTRUCTURED RESIDENTIAL DISTRIBUTION RATES
The Board is introducing a new fixed rate structure for distribution rates for residential
customers. The transition to fixed rate from the current mix of fixed and variable charges will
take place over four years beginning in 2016. HHHI will ensure that any significant changes are
clearly communicated to the affected customers and options such as equal payment plans are

provided. The rate design is anticipated to be revenue neutral to the utility.

LEGAL_1:35075715.4
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5. CREATIVE AND CRITICAL THINKING Safety
Through all of its initiatives, HHHI will continue its company-wide  Reliability

B TN o S-S S I
EUREITTRET AT D SN L R

approach to creative and critical thinking involving all staff in

finding efficiencies and innovation. As a number of staff will be
Community Focused
emphasis on teamwork, innovation and growth will be a key to .o o i

retiring over the next five years, succession planning and ensuring an

achieving becoming best in class.

Launched in 2015, the “We are Community” tagline will continue to help HHHI build upon its

vision as a community-focused, safe and reliable utility for the years to come.

6. INDUSTRY REVIEW

The Premier’s Advisory Council on Government Assets was
comimissioned to create recommendations on the handling of key
provincial assets, including the electricity distribution sector and

Hydro One. The initial report of recommendations, known as the Ed

Clark Report, was presented to the government in December 2014.
Key recommendations included the sale of Hydro One and

recommendations for further consolidations of LDC.

In the spring of 20135, the Provincial Government adopted the recommendations of the report
including creating a transfer tax exemption for the sale of utilities with less than 30,000

customers and a reduction in the transfer tax for larger utilities.

Continuing to find ways the utility can bend the cost curve will be a priority throughout the term
of this strategic plan. This prudent financial approach will continue to position the utility

favourably.
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7. EMPOWER

HHHI's Safety Management System will continue to provide
employee knowledge and ongoing engagement in HHHI’s safety
programs. Nearly 2500 pieces of information have been rolled out so

far and overall employee compliance remains above 90%.

In addition to employee compliance, HHHI will continue to roll out
its Contractor Compliance program, which tracks documentation such as WSIB and Insurance
certificates for contractors doing work for HHHI, and ensures contractors operate with the same

high level of safety as the utility.

8. CUSTOMER SATISFACTION SURVEY Wetinhiln

Ensuring HHHI’s customers continue to understand the value Competitive Rates

Bt et ATV RS
Fingneind Naotrios

proposition in HHHI’s rates and services is important to the utility’s

ongoing success. The Board now requires that distributors undertake — Muvirownoioeing
. . . . . Community Focused
customer satisfaction surveys on a biennial basis — so HHHI will be | L ty

. .
AN A S W IR

conducting surveys in 2016, 2018 and again in 2020, Brviopiviiiie

HHHI will use this information to inform company decisions and planning, and assist in ensuring

HHHI is clearly communicating with customers to meet their needs.

Reliability
HHHI's Customer Information System is the backbone to billing and ~ Competitive R

9, CUSTOMER INFORMATION SYSTEM REVIEW
ates

EO AN BT

communicating with customers. It contains customer billing data,
and customer contact information used to track our customer service
quality indicators reported to the OEB.

Tro
i

Binplemeniation

HHHI’s current system was installed in 1997, and while it has had

numerous updates and upgrades over the years, it seems prudent to undertake a review of

LEGAL_L:35975715.4
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competing products to ensure that HHHI has the best system in place. HHHI will review
competing systems to look for products that have the flexibility to meet ongoing regulatory
reporting requirements as well as provide flexibility to enhance customer self-service options,
integration with HHHI'S metering and outage management infrastructure and support

conservation program tracking.

L
1

10. SYSTEM INTEGRATIONS IN SUPPORT OF SMART GRID Rclla

ility
Over the next five years, HHHI will undertake a number of projects ¢ auresmriniis o binie
. . . . Hitgmayeal 1%
which will enhance grid automation, outage management and e §
R ATV G
information for customers and crews. Environmental
g amimnniny Voaopurdd
Smart Grid
a. GIS BASED MAPPING SYSTEM Implementation

In 2016, HHHI will migrate away from paper based mapping to GIS based mapping throughout
the organization. Through the use of tablets for crews in the field, and up to date GIS mapping,

HHHI will improve reliability, outage restoration and safety for HHHI's crews.

b. SYSTEM AUTOMATION
HHHI will continue to build its electrical infrastructure with system automation as one of the
main objectives. This will benefit customers by reducing restoration times, as well as reducing
OM&A costs associated with system restoration. Substation automation will be achieved
through introduction of new smart equipment when replacing aged assets. An example is the
replacement of legacy oil circuit reclosers with new vacuum reclosers and communications ready
controllers. Existing electronic protection relays, transformers temperature monitors and load
tap changer controllers will be enabled for control through our SCADA system with new
SCADA network expansions. Distribution automation will see the enablement of automated

switches to allow the control room to reduce outage times.

LEGAL_1:35975715.4
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¢. DATA CONVERGENCE
Underground utility locating and GIS will undergo a convergence as new locating equipment

incorporates GPS features. Locating activities will also serve to verify underground plant to

support the updating of the GIS system.

HHHI will also focus on integrating our AMI data with our GIS data for enhanced outage
management capabilities for HHHI’s control room. This project will also provide HHHI’s

engineering team with enhanced data for transformer loading and load forecasting.

LEGAL_1:35975715.4
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RRFE Annual Review and Implementation

HHHI management undertakes an annual review of its business strategy and objectives. The
purpose of this review is to ensure a direct alignment between the Board’s Renewed Regulatory
Framework for Electricity Distributors (RRFE) and HHHI’s strategic objectives. The following

reflects the outcome of this review.
As noted above, HHHI’s eight strategic objectives are:

e Safety; and
o Reliability; and
o Competitive Rates; and
¢ Financial Metrics; and
o (Conservation; and
¢ Environment; and
o Community Focus; and
e Smart Grid Implementation.
1. Safety - HHHI has a history of providing a safe work environment for all of its
employees and the public. HHHI’s goal is to continue to build on HHHI’s safety culture,

with zero lost time injuries.

1.1 Sqfety Goals
Strive for zero lost time incidents (RRFE — Operational Effectiveness — Safety)

b. Provide training and education that enhances the corporate safety culture and
employees’ personal responsibility through HHHI’s EMPOWER-Live Safe
program (RRFE — Operational Effectiveness — Safety).

c. Remain steadfastly committed to ensure the safety of the public (RRFE -
Operational Effectiveness — Safety).

1.2 Methodology
1.2.1 Work in partnership to deliver an ongoing safety program and safety culture.

LEGAL_1:35975715.4
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Conduct monthly Health and Safety meetings for outside staff
Conduct quarterly Health and Safety meetings for inside staff
Conduct quarterly “Regional” Health and Safety meetings with
neighbouring utilities; Oakville Hydro Distribution Inec., Milton
Hydro Distribution Inc.

Conduct monthly Joint Health and Safety Committee meetings
Provide appropriate resources and training to all new employees
including contract, temporary and co-operative students.

In late 2013, HHHI launched the “EMPOWER - Live Safe” safety
program. Throughout the coming years, HHHI will continue to
enhance this program and realize its benefits.

Continue to partner with local schools within the Town of Halton
Hills to offer in-class electricity safety and conservation lessons.
Continue to provide customers with safety and power outage
information through the utility website, social media, bill inserts
and other media as appropriate.

Ensure contractors working for HHHI operate to the same high
level of safety standards as the utility through the Contractor

Compliance program.

Celebrate HHHIs safety successes.

Create a safety culture where all incidents are reported to assist in

prevention, awareness and education.

Research and adopt new ideas and emerging trends in the industry.

Ensure that HHHI adapts to technological changes and new work methods

that help to ensure the safety of employees.

In 2013, HHHI installed digital signs to provide industry, safety,

health and wellness information to staff and customers. HHHI will
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continue to leverage these signs to provide timely and relevant

safety messaging to employees and customers.

In 2015, tablets were introduced to the crews to ensure they were
working with up to date electronic maps in the field.

1.2.5 HHHI will continue to build on the EMPOWER program and will continue to

work in conjunction with neighbouring utilities on a region wide safety

program to deliver a Best in Class strategy for employees and customers.

1.2.6 HHHI will take all reasonable precautions in the prevention of injuries and

accidents in the planning of all projects. The ultimate success and efficiency

of HHHI can be measured directly by the effectiveness in eliminating all

injuries and losses.

2. Reliability — HHHI's customers rely on HHHI for a reliable supply of electricity, as well

as service and information they can depend upon. Table 1-1 shows HHHI’s system

reliability measures for the five (5) most recent historical years.

Table 1-1 — Operational Effectiveness — System Reliability — Historical Measures

Setvice Quality Tndices | 5% | 14 1. 2013 | 20m | zem | a0 | 2
‘ S .Tatget e e | Average |
Inciuding Loss of Supply ‘ _ B
SAIDI 123-1.79 1.25 251 1.53 1.55 1.78 1.72
SAIFI 122-275 1.61 1.99 1.90 1.67 275 1.99
CAIDI 0.77 1.26 0.80 0.93 0.65 0.88
Excluding Loss of Supply _
SAIDI 123-1.79 1.21 2.08 1.23 1.38 1.78 1.53
SAIFI 122 -2.75 1.47 1.48 1.34 1.49 275 1.70
CAIDI 0.82 141 0.91 0.93 0.65 0.94

HHHI will continue to look at ways to improve reliability, outage response and customer

communication to an effort to exceed customers’ expectations, and meet the 5-year

average noted in the above table,

LEGAL_1:35975715.4
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2.1 Reliability Goals

Proactively manage the distribution system in an effort to continually improve on
reliability metrics (RRFE — Customer Focus — Service Quality and Customer
Satisfaction; Operational Effectiveness — System Reliability).

Create a Distribution System Plan to ensure an ongoing, disciplined approach to
capital investments (RRFE — Operational Effectiveness — Asset Management and
Cost Control; Financial Performance — Financial Ratios).

Implement a three (3) year Information Technology Infrastructure strategy to
ensure technological reliability and security (RRFE — Operational Effectiveness —
System Reliability; Customer Focus - Customer Satisfaction).

Maximize the benefit of the Control Room partnership with Oakville Hydro
Distribution Inc (RRFE - Operational Effectiveness — Safety, System Reliability
and Cost Control).

Implement Advanced Metering Infrastructure (“AMI”) upgrades, in addition to
on-going GIS enhancements, to provide secure, reliable and cost effective outage
management tools (RRFE — Operational Effectiveness — System Reliability and
Cost Control).

Ensure staffing strategies are in place to provide continuity and competency
through succession planning tRRFE — Customer Focus — Customer Satisfaction;
Operational Effectiveness — Safety, System Reliability, Asset Management and
Cost Control).

Track billing accuracy metrics to be used to develop improved strategies to ensure
billing reliability for HHHI’s customers (RRFE — Customer Focus — Customer
Satisfaction).

2.2 Methodology

2.2.1 HHHI will plan, design and build the required Transformer Station in the 407

LEGAL_1:35975715.4
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HHHI will continue to make improvements to communication protocols using

the experience gained during the power outages in 2013 and 2014.

HHHI’s First Contact Resolution strategies will continue to be reviewed and

refined as required.

Maintain compliance with all relevant Electrical Safety Authority (“ESA™)

standards and guidelines.

Leveraging on past successes from ESA 22/04 Audits, HHHI will continue to

improve safety and reliability.

HHHI’s Billing Department will track billing accuracy metrics detail to
determine reasons for errors and develop processes and training to improve

the metric.

Using technology, outage reporting and asset information, HHHI will create a

plan that will address specific geographical reliability concerns.

HHHI will optimize its Control Room partnership with Oakville Hydro
Distribution Inc. by using the expertise of the in-house GIS Technician to

increase the usability of distribution system maps.

HHHI will continue to improve customer communication during power

outages to ensure accurate and timely updates are available.

3. Competitive Rates - Rates and affordability are key issues for HHHI’s customers. In a

2014 customer satisfaction survey, seventy percent (70%) of customers agreed that HHHI

provided good value for money, a key outcome of the Board’s RRFE.

LEGAL_1:35975715.4
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3.1 Goals for Competitive Rates

a. Ensure accurate forecast investment requirements (RRFE — Operational

Effectiveness — Asset Management and Cost Control; Financial Performance —

Financial Ratios).

b. Continue to make improvements to deliver ‘Best value’ for our customers and to

continue to find efficiencies (RRFE — all outcomes).

¢. Monitor the industry in an effort to achieve growth by organic means, acquisition

or regulatory reform (RRFE — Financial Performance — Financial Ratios).

3.2 Methodology

3.2.1

3.2.2

323

324

LEGAL_L:35975715.4

A five year Distribution System Plan will be continually updated and analyzed

to ensure accurate forecast investment requirements.

HHHI will endeavor to maximize the tools provided in the new financial

reporting system, thus improving the effectiveness of financial analysis.

HHHI has implemented a company-wide “Best in Class” Creative & Critical
Thinking initiative that requires all employees to be accountable for continual
improvement. Priorities identified through this process are addressed by
departmental teams and corporately, as well as used in the Departmental
Business Plans. This process was a catalyst for HHHI being awarded the
Electricity Distributor Association’s Performance Excellence Award for 2013

and will continue to drive improvements.

HHHI will fook at utility merger, acquisition and divestiture options that
support HHHI’s overall strategy and which are aligned with the Town of

Halton Hills’ financial, reputational and service delivery expectations.
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3.2.5 HHHI will continue to investigate and pursue new opportunities for shared
services to find increased efficiencies and deliver Best in Class value for
customers. An example of this is the collaboration with Oakville Hydro
Electricity Distribution Inc. in managing the Control Room Operations for
Halton Hills Hydro Inc.

4. Financial Metrics - Through ongoing Creative and Critical Thinking initiatives, HHHI
continues to find efficiencies throughout the organization. Ensuring customers’
expectations are continually exceeded while maintaining strong financial strategies will

position HHHI as a best in class utility.
4.1 Financial Metrics Goals

a. Ensure the best tools are in place to identify and realize potential opportunities

and mitigate potential risks (RRFE — Financial Performance — Financial Ratios).

b. Continue to realize financial stability in order to maintain operations, provide just
and reasonable rates, allow for proper capitalization and ensure a consistent rate

of return to the shareholder (RRFE — Financial Performance — Financial Ratios).

c. Leverage cooperative purchasing and shared service opportunities (RRFE —

Operational Effectiveness — Cost Control).
4.2 Methodology

42.1 HHHI intends to utilize the new financial reporting system to improve
reporting and integrate key business processes while reducing manual

processing procedures.

422 HHHI will review and analyze Customer Information System (“CIS”) options
available to determine whether a replacement for the current CIS is required

and if so, determine which vendor and product will provide the best value to

LEGAL_1:35975715.4
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HHHI customers and shareholder. This decision will be made in coordination

with an iSeries replacement (if required).

Leverage GridSmartCity connections to take advantage of ‘Scale and Scope’

group purchasing opportunities,

Approximately twenty-five percent (25%) of HHHI employees are eligible
for retirement by 2020. HEHI will ensure succession planning strategies are
in place to address the number of staff throughout the organization who will

be eligible for retirement.

HHHI will complete an employee knowledge mapping exercise to ensure a

successful transition between new and retiring employees.

HHHI will review restructuring strategies to facilitate succession planning
through: regrouping of tasks to create well designed jobs; reorganizing work
units to be more efficient, hiring the best people for positions while promoting

from within whenever possible.

3. Conservation - in 2014, the Ministry of Energy issued the new 2015-2020 Conservation

First Framework. Under this new Framework, HHHI has been allocated a target of 30.9

GWh in energy conservation. To meet this aggressive target, HHHI will make CDM a

focus throughout the utility.

5.1 Conservation Goals

a. Improve conservation program delivery for low-income residential customers

(RRFE — Public Policy Responsiveness — CDM; Customer Focus — Customer

Satisfaction).

LEGAL_1:359757t54
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b. Engage our customers in a conversation about conservation to facilitate

participation in programs (RRFE — Public Policy Responsiveness — CDM;

Customer Focus — Customer Satisfaction).

c. Meet the annual CDM targets as set out in HHHI's CDM plan (RRFE — Public
Policy Responsiveness — CDM).

d. Review and revise HHHI's multi-year CDM plan as required (RRFE — Public

Policy Responsiveness — CDM,; Customer Focus — Customer Satisfaction).

5.2 Methodology

5.2.1

5.2.2

523

5.24

5.2.5

LEGAL_L:35975715.4

HHHI will conduct focus groups, surveys or other means to determine what
types of CDM programs customers would be interested in utilizing and the

customers’ preferred methods of CDM communication and delivery.

HHHI will continue to work with and educate contractors and vendors on the

benefits and details of available CDM programs.

HHHI’s Customer Care department will actively market CDM programs to

customers.

HHHI will partner with other LDC’s on CDM Plans, program design and

delivery.

HHHI will develop a plan that may include knowledgeable resources to assist
with the significant increase to invoicing requirements, cost efficiency testing
and program tracking. The plan will also include the technical expertise of
consultants and other industry experts to help deliver the initiatives in a cost

effective manner.
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6. Environment - Customers expect businesses to demonstrate environmental stewardship
as part of their corporate social responsibility. As a community utility, it is important for
HHHI to be a local leader in environmental awareness. HHHI promotes environmental
awareness and energy conservation through customer communications, web and social

media sites.
6.1 Environmental Goals

a. Enhance electronic customer service options (RRFE — Customer Focus —

Customer Satisfaction).

b. Operate in an environmentally-friendly manner (RRFE — Public Policy

Responsiveness).

c. Develop a Corporate Social Responsibility Report (RRFE — Public Policy

Responsiveness).
d. Develop a Corporate Sustainability Strategy.
6.2 Methodology
6.2.1 HIHI will research further opportunities for environmental stewardship.

6.2.2 HHHI will monitor its operational practices including vehicle idling times and
material recycling practices in its continuing effort to minimize the impact to

the environment,

6.2.3 HHHI will implement suggested initiatives provided by the Corporate

Sustainability Committee.

6.2.4 HHHI will actively participate in the Town of Halton Hills Green Plan, the
Mayor’s Community Energy Plan and the work of the Town Sustainability

Advisory Committee.

LEGAL_1:35975715.4
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7. Community/Customer Focus - HHHI has a recognized valuable “brand” in the

community. In 2015, HHHI launched a new taglines to reinforce the utility brand.

“We are Community” is a vision that was created collaboratively by employees and
represents HHHI’s mission statement and objectives. This tagline represents HHHI’s

vision of delivering “Best in Class” performance,

“We are Reliability” represents HHHI’s priorities of safety and reliability. Reliability
includes helping customers the first time they call, providing customers with the tools and
information they need to understand their energy bills and power usage, providing timely
updates on power outages and restoration efforts and providing distribution excellence in

a safe and reliable manner.

“We are Conservation” represents HHHI’s commitment to providing energy conservation

programs, tools and information to help customers make wise energy choices .

The 2014 Customer Satisfaction Survey results were comparable to the 2011 survey and
at a time when provincial perceptions have created a decline in customer satisfaction, the
survey results remained consistent or improved in many key areas. Of particular note,
customers’ rating of HHHI as a utility that “provides good value for money” increased by
10% over the 2011 results.

7.1 Community Focus Goals

a. Maintain a visible presence in the community including participation in

community events.

b. Develop a customer service strategy encompassing enhanced communication
methods, biennial customer satisfaction surveys, improved self-service tools

(RRFE - Customer Focus — Customer Satisfaction).

LEGAL _1:359757154
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¢. Maintain or exceed 90% of customer satisfaction survey respondents very or

fairly satisfied (RRFE — Customer Focus - Customer Satisfaction).

d. Enhance brand recognition.

7.2 Methodogy

7.2.1

722

723

724

7.2.5

7.2.6

7.2.7

HHHI will continue to participate in local community events including the

local Home Show, Fall Fairs and Festivals.

HHHI will periodically open its doors to customers through Community Open

House events.

HHHI will continue to roll out the “We are...” taglines to reinforce HHHI’s

commitment to customers and the community.

HHHI will conduct its biennial Customer Satisfaction Survey and strive for

continued improvement.
HHHI will investigate options to add a Live Chat option to the HHHI website.

HHHI will review the current AccountOnLine tool in an effort to enhance

functionality and streamline the customer experience.

HHHI will implement a new Interactive Voice Response system which will
provide enhanced self-service options for customers to report payments or

moves and find important information on power outages.

8. Smart Grid Implementation — HHHI has developed a Distribution System Plan with

future technology in mind, ensuring HHHI is able to leverage technology for customer

service, system reliability, data security and increased efficiencies. HHHI will undertake

a number of projects which will enhance grid automation, outage management and

information for customers and crews.

LEGAL_1:35975715.4
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8.1 Smart Grid Goals

a. Fully utilize the existing GIS system (RRFE — Customer Focus — Customer
Satisfaction; Operational Effectiveness — Safety, System Reliability, Asset
Management and Cost Control).

b. Continued replacement of aged assets with automation solutions where the
solution provides value to customers (RRFE — Operational Effectiveness — System

Reliability, Asset Management and Cost Control).

c. Ensure internal data is being collected and utilized in a safe, private and effective
manner (RRFE — Operational Effectiveness — System Reliability;, Customer Focus

— Customer Satisfaction).
8.2 Methodology

8.2.1 HHHI will migrate away from paper based mapping to GIS based mapping

throughout the organization.

8.2.2 HHHI will implement the use of tablets that will enable crews in the field to
access up to date GIS mapping, integrate work order processing and timesheet

completion.

8.2.3 HHHI will utilize underground utility locating equipment that incorporates
GPS features with the resulting convergence used to verify underground plant

to support the updating of the GIS system.

8.2.4 HHHI will work towards the integration of AMI data with the GIS system for
enhanced outage management capabilities, transformer loading and load

forecasting.

LEGAL_L:35975715.4
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8.2.5 HHHI will leverage the information in HHHI’s Operational Data Store to

analyze customer energy use patterns to better target conservation programs.

8.2.6 HHHI will replace end of life assets with system automation solutions that

provide value to customers:

i.  The replacement of legacy oil circuit reclosers with new vacuum

reclosers and communications ready controllers.

ii.  Electronic protection relays, transformers temperature monitors and
load tap changer controllers will be enabled for control through the

SCADA system with new SCADA network expansions.
iii.  Enablement of automated switches.

The RRFE released by the Board on October 18, 2012 is a comprehensive performance-based
approach to regulation that is based on the achievement of outcomes that ensure distributors
provide value for money to their customers. The following outcomes were identified by the

Board as appropriate:

o Customer Focus: Services are to be provided in a manner that is responsive to customer

preferences.

s Operational Effectiveness: Distributors should achieve continuous improvement in
productivity and cost performance, and must deliver on system reliability and quality

objectives.

e Public Policy Responsiveness: Distributors must deliver on government mandated

initiatives.

¢ Financial Performance: Distributors must maintain financial viability, and ensure savings

from operational effectiveness are sustainable.

LEGAL_|:35975715.4
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HHHI’s alignment of the RRFE and HHHI’s strategic objectives is noted above. In addition,
much of HHHI’s success in aligning its business with the RRFE’s desired outcomes lies in
HHHI’s asset management efforts (discussed below). A full copy of HHHI's Distribution
System Plan is at Exhibit 2 (Appendix 2-A) of this Application.

Asset Management

HHHI’s approach to asset management covers the full implementation of the asset from
specification and installation standards, frequency of preventative maintenance during the assets
service life, to determination of when the asset should be removed from service. Strategic
management of distribution assets is essential to ensuring the longevity, reliability and customer

satisfaction with the distribution system.

By collecting and organizing data specific to each asset IHHI aims to ensure investments in
assets are made at the right time, address the core necessities of the investment, and provide
maximum value to the utility and its customers. Optimal performance improves, system
reliability, customer satisfaction, and improves safety factors. The overarching goal of HHHI’s
asset management plan is to provide a framework for asset management planning from which
sustainable levels of capital investments can be made responsibly and optimally and which

address the needs of the asset.
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Figure -1 Contributing Elements for Asset Management Investments

As assets age, HHHI makes decisions about the assets to achieve optimal performance, lowest
operating cost, and ensure safety. Such decisions often include preventative maintenance timing,
the potential for rehabilitation rather than replacement, and where necessary asset replacement.
The majority of asset renewal investments is triggered by declining performance, increased
operational cost, safety, and anticipated load growth requiring upgrades to increase capacity and/

or reduce system constraints,

This prudent approach to asset management ensures that HIFHI’s assets are maintained in good

condition and that only the necessary investments are made.

HHHI’s overall philosophy on maintaining its electrical distribution system assets ties back to
many of its strategic objectives, including: (a) meeting HHHI's safety goals; (b) meeting HHHI’s
reliability targets; (¢) financial metrics (achieving the optimal trade-off between maintenance and
replacement costs via conditioned-based assessments); and (d) competitive rates and cost control

(ensuring prudent capital planning and expenditures).
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Information on the quantity, age and capability of existing assets is essential to understand and
effectively manage the asset base. HHHI’s asset register, the ESRI geographical information
system (GIS) and associated databases, store information and technical characteristics for all
assets including their location, history and performance. HHHI utilizes Asset Alteration Reports

and Mapping Information Update forms to gather changes to our field assets from which we can

update our asset information records.

HHHI notes, with reference to the Pacific Economics Group Research, LLC Report (PEG
Report) dated July 2015, that HHHI's updated stretch factor was assigned based on a three-year
average of actual less predicted cost over the 2011-2014 period, averaging 25% or more below
cost resulting in the lowest stretch factor of 0% or Group 1. HHHI is one of six utilities in Group
1, as per the PEG Report — Table 4:
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Stretch Factor Assignments by Group

Grawp |

Group il

Graup Il

Group IV Group V

Stretch Factor =0%

Siretch factor=0.15%

Stretch Factor = 0.30%

Stretch Factor = 3.45% Streteh Factor = 0.60%

E.LK, Energy Inc.

Halton Hifis Hydre tnc.

Hearst Power Distribution
Campany Umited

Hydro Hawkesbuzy Ine

Northern Ontario Wires Ine.

Wassga Distributlon Inc.
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Cooperztiva Hydro Embrun e,
Enersource Hydro Misslssauga Inc,
Entegrus Powearlines

Espanola Regional Hydro Distribution
Corporation

Essex Poweslines Corporation
Grimsky Power incorporated

Haldimand County Hydre Inc.

Kitehener

Lakefront Utllities Inc.

Laketand Peveer Distributlon Ltd,

London Hydra In¢.
Milton Hydre Distribution Ine,
Newmarket

Oshawra PUC Networks Ine,

welland Hydro-Electric System Corp.

Bluewater Power Distribution
Corporation
Brantford Power (nc.

surlington Hydra Inc.

Cambridge And North Dumfries
Hydro Inc.

Centre Wellington Hydro Ltd.

Collus Power Corporation
Erfa Thames Powerllnes
Corporation

Fort Frances Pewer Corporatlon

Guelph Hydro Electric Systems Inc.

Haorlzon Utilities Corporation

Hydro 2000 Inc.

Hydro One Brampton Networks Inc.

Hydra Ottawa Limited

innisfil Hydro Distribution Systems
Uimitad

Kenora Hydro Electric Corporation
Ltd.

Kingston Hydro Corporation
Niagara Peninsula Energy inc.
Niagara-On-The-Lake Hydra Inc.
Norfolk Powar Distzlbution Inc.

North 8ay Hydro Distribution
Limitect
Orangeville Hydro Limited

Qrillia Power Distribution
Corporation

Ottaw3 River Power Corparation
Py Sound Power Corporation
Powerstream Inc.

fRideau 5t. Lawrence Disteibution
Inc.

Sloux Lookout Hydro Inc.
§t. Thomas Energy Inc.

Thunder Bay Hydro Electricity
Distributlen Inc,

Veridian Cannections Ine.
Waterloo North Hydro Ene.
Westarlo Powar inc.

Whitby Hydro Electric Corporation

Atikoxan Hydso Inc. Algoma Powering,

Brant County Power Inc, Hydro One Networks inc.
Canad'an Niagara Powser Toronto Hydre-Electrie System
Ing, Limited

Chapleau Public Utflities
Corporation

Ervwin Utlities Lid.

Woest Coast Huron Engrgy Inc.

Woodstock Hydro Services lng.

Festival Hydro Inc,
Greater sudbury Hydro

Inc.
Midland Pawer Utifity

Cornoratfon
Qakville Hydro Electricity
Distributlon ke,

Peterborough Distribution
Incarporated

PUC Distribution Inc.
Renfrew Hydro Inc.

Tillsanburg Hydro tre.

weflington North Power
Inc.
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Financial Viability
Financial viability is one of the performance measurements defined in the Board’s RRFE for
electricity distributors. The four financial metrics included are liquidity, leverage, deemed return

on equity and achieved return on equity. HHHI’s metrics for historical years 2010 to 2014 is

shown in Table 1-2 below.

Table 1-2: HHHD’s Profitability: Liquidity, Leverage and Return on Equity

Performance Metric 2010 2011 2012 2013 2014

Liguidity Ratio 1.15 1.69 1.25 1.06 1.09
Leverage Debt to Equity Ratio 0.75 0.87 0.9 1.04 0.3%9
Deemed Rate of Return on Equity 8.57% 8.57% 8.82% 8.82% 8.82%
Achieved Rate of Return on Equity 7.59% 8.47%| 12.71%| 14.97%| 12.91%

HHHI’s profitability based on the achieved rate of return on equity for historical years 2010 to
2011 are within the allowed dead band of =300 basis points. The 2012, 2013 and 2014 are above
the allowed dead band, the result of tax recovered by HHHI in relation to following CRA
Interpretation Bulletin IT-128R: Capital Cost Allowance — Depreciable Property to expense

amounts capitalized under MIFRS requirements.
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HHHI is requesting the approval of its proposed revenue requirement of $12,472,736, an

increase of $2,692,206 or 27.5% compared with its 2012 approved service revenue requirement,

as shown in the Table 1-3 below.

Table 1-3: Calculation of Revenue Deficiency

2016vs 2012
2012 Approved | 2016 Proposed Approved
OME&A Expenses S 5,793,400 | $ 6,754,806 | $ 961,406
Amortization/Depreciation 1,319,049 2,356,442 1,037,393
Property Taxes 106,600 104,440 (2,160)
Capital Taxes - - -
Income Taxes {Grossed up) 28,979 {220,666) (249,645)
Other Expenses - - -
Deemed Interest Expense 1,035,607 1,165,806 130,199
Return on Deemed Equity 1,496,895 2,311,908 815,013
Service Revenue Requirement S 9,780,530 | § 12,472,736 | § 2,692,206
[Rate Base ¢ 24290058 62,148062|8 19,719,057
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1 Table 1-4 illustrates the main drivers for the 2016 revenue deficiency,

2016 Cost of Service Rate Apblicatidn 5 g
Revenue Deficiency :

Cost Drivers

Table 1-4;: 2016 Revenue Deficiency Drivers

OM&A __

Wages and Benefits, including 4 new FTEs $1,078,481 -

Monthly Billing ; 173,195

‘Control Room 155,000

Health & Safety } 64,500

‘Tree triming _ - 45,000
Property Taxes o (2,160). $ 1,514,016 .

Rate of Return
Deemed Interest:
Return on Equity:

Taxes Recovery

Total Revenue Deficiency

LEGAL_1:35975715.4
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B. Budgeting and Accounting Assumptions

Developing HHHI’s budget is a key process as it identifies past successes as well as future
initiatives and projections for capital and operating costs. Assumptions provided by the
management team for the capital and operating budgets are tested to ensure they support HHHI’s
core business objectives as well as being prudent and financially sustainable. All budgeting from
2012 to 2016 has been based on MIFRS. HHHI provides detailed explanations in the applicable
sections of the application for the major components of the budget; revenue, OM&A and capital.
Assumptions and methods of calculation from these exhibits for the 2016 Test Year are as

follows:

1) Revenue
a) 2016 distribution revenue, at proposed rates, is $12,472,736 including a revenue
deficiency of $2,209,583.
b) The total customer/connections are forecasted to increase based on the forecast by rate
class which was determined using a geometric mean analysis.
c) Other revenues were viewed on an item-by-item basis and were either based on a

historical indicator or on future strategic initiatives.

2) Operating Maintenance and Administration Expense

a) OM&A expenses have been developed based on the department manager’s work plans
using a top-down approach in an effort to contain costs but still provide an acceptable
level of service and reliability.

b) OM&A expenses also take into consideration costs to implement regulated programs
such as LEAP and OESP.

¢) Staffing levels are based on the estimated time required to complete the work plans. The
2014 year-end full time employee (FTE) compliment was 51, with the forecast for the
2016 Test Year being 54 FTEs, as more fully described in Exhibit 4. The three new

FTEs include a new billing clerk, business analyst and succession planning.
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d) Monthly billing will $173, 195 in additional costs, inéluding staffing, postage, etc. on an
on-going basis.

e) Union wage increases are based on the union contract which was effective April 1, 2015
and expires on March 31, 2016. The 2016 Test Year assumption is a rate increase
effective April 1,2016 of 2.0%.

f) Non-union management wage assumption in the 2016 Test Year is a rate increase
effective January 01, 2016 of 2.0%.

g) Regulatory costs for this application and other one-time costs have been normalized over
the five year life of the Application.

h) HHHI used an inflation rate of 2% where the expense increase could not be specifically
identified.

Amortization

a) Amortization has been calculated based on MIFRS requirements and follows the same
IFRS principles as approved in HHHI’s 2012 Cost of Service proceeding (EB-2011-
0271).

Payment-in-lieu of Taxes (PILs)

a) Regulatory PILS have been calculated using the Board-approved model.

b) HHHI is following the tax principles as outlined in CRA Interpretation Bulletin IT-
128R: Capital Cost Allowance — Depreciable Property to expense amounts capitalized

under MIFRS requirements.

Capital
HHHI has provided a detailed capital expenditure plan which supports asset management,

plans for growth, accommodating third party requirements and technological improvements.

The Distribution System Plan (Appendix 2-A) provides a comprehensive strategy for asset
management as well as a prudent, cost effective guidance for capital project expenditure over

the next five years. HHHI has developed a detailed Asset Management Strategy which
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Halton Hills Hydro Inc.
EB-2015-0074
Exhibit 1
Tab 3
Schedule 2
Page 48 of 103
Filed: August 28, 2015
1

informed the Asset Management Process section of the plan and is attached as Appendix A

2 of the Distribution System Plan (DSP).
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C. Load Forecast Summary - Exhibit 3

HHHI's load forecast is weather normalized and considers factors such as historical power
purchased load, weather, calendar related factors and local economic conditions. As outlined in
Exhibit 3, HHHI has used the same regression analysis methodology approved by the Board in
Oakville Hydro Distribution Inc.’s 2014 Cost of Service Application (EB-2013-0159). The
regression analysis was conducted on historical electricity purchases to produce an equation that
will predict weather normalized power purchases in 2016. The weather normalized purchased
energy forecast is adjusted by a historical loss factor to produce a weather normalized billed

energy forecast which is allocated to rate class using historical billing data by rate class.

Based on the load forecast methodology, the total 2016 Test Year kWh forecast is 509,866,419
kWhs; a 3.21% increase over HHHI’s 2012 Board-approved kWh forecast of 494,026,421 kWhs.

This increase reflects the impact of CDM savings.

The forecast of customers by rate class was determined using a geometric mean analysis. Based
upon the geometric mean analysis, the expected number of customers/connections for the 2016
Test Year is 26,761; an 2.0% increase over HHHI’s 2012 Board-approved

customers/connections of 26,236.
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D. Rate Base and Capital Plan - Exhibit 2

HHHI’s Distribution System Plan (DSP) was prepared in accordance with the Ontario Energy
Board’s Chapter 5 Consolidated Distribution System Plan Filing Requirements, and is an
integral part of this Application (see Appendix 2-A of Exhibit 2).

The DSP provides a comprehensive strategy for asset maintenance and capital expenditures over
the next five years. It is built on the principles of excellence, safety and reliability. It takes a
prudent, cost effective approach to infrastructure investment and renewal to serve current and

future customer preferences and requirements.

The DSP provides a comprehensive strategy for asset management as well as a prudent, cost
effective guidance for capital project expenditure over the next five years. The utility has
developed a detailed Asset Management Strategy which informed the Asset Management
Process section of the DSP. The utility has also provided a detailed capital expenditure plan
which supports asset management, accommodates third party requirements and plans for growth

and technological improvements.

The Capital Expenditure portion of the DSP provides an analysis of the historical 5 year period
leading up to the planning time frame, as well as forecasted costs for the life of the DSP. Projects
are categorized into four major categories: System Access, System Renewal, System Service and
General Plant. Within each category and across categories, projects are assigned a risk ranking

and a priority to help the utility with resource planning and budgeting.

This comprehensive plan will provide the utility with a prudent strategy for investment for the

years to come.

HHHI’s capital spending requirements, after contributed capital, will average $8.2 million per
year over the five year period of 2016 to 2020. This does not include the building of the

transformer station, anticipated in 2018. These capital expenditures are grouped in four
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categories (as seen in Table 1-5 below): System Renewal, System Access, System Service and

General Plant.

Table 1-5: Capital Expenditures by Category

Year o
2016 2017 2018 2019 2020 Total

OEB Category
; ceas

$2,472,588 $866,314 | $3,330,938 $967,143 51,038,920 $8,695,904

$3,790,671 | $4,225,861 | 52,818,292 | $4,220,233 $5,464,607 | $20,520,664

Systemmsmgfticeﬁm $2,302,791 | $1,854,882 | $3,535,241 | $4,567,366 | $1,856,956 | $14,117,266
General Plant .| $777,613 $479,416 $421,000 $425,000 $374,000 { $2,477,029

NetTotals: | $9,343,663 | $7,447,472 | $10,105,471 | $10,179,742 | $8,734,513 | $45,810,862
Contributed Capital $1,132,703 595,554 |  $1,740,960 $711,103 $782,510 | 4,962,830

Annual Totals: $8,210,960 | $6,851,919 $8,364,511 $9,468,640 $7,952,003 | 540,848,033

HHHI is experiencing significant growth in the southern regions of their service territory,
primarily in south Georgetown. The utility is also seeing a number of in-fill developments in
Georgetown and Acton. These developments in Georgetown will contribute an additional 1,242
new residential lots anticipated by the end of 2017, In addition, the Town of Halton Hills has
established a Vision Georgetown Plan which, once implemented, will add about 20,000 people
starting in 2021 to an area of 1,000 acres in southern Georgetown. Vision Georgetown is the
product of provincial growth targets for the Greater Golden Horseshoe area which started in
2006 with the Places to Grow Act, 2005. This legislation allocated an additional 130,000 people
and 50,000 jobs between 2021 and 2031 in the Halton Region. Included in the HHHI’s DSP are
system service projects that will expand our 16.0/27.6kV distribution system to bring capacity
from the Steeles Avenue corridor and our planned transformer station to the southern region of

Georgetown to accommodate this growth.

There is steady growth in Halton Hills related to new service requests and service upgrades.
There is a new 56 unit apartmeht building in development in Georgetown as well as ongoing

commercial development in the Steeles Avenue/401 Premier Gateway corridor.

LEGAL_1:35975715.4
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Presently, HHHI has capacity to manage known developments presently under construction.
HHHI is able to assess demand for new services and developments using in-house software to
determine impacts on the distribution system and what changes may be needed to accommodate
the development. Such information is used to determine scope of work related to supplying the
development and may translate into capital work where distribution expansions are required.
HHHI has internal resources to address and prepare for load growth through the use of system
planning tools that are used assess system capacity and potential shortfalls/ constraints and how

such limiting factors can be mitigated.

These tools allow HHHI to determine and prepare for the additional capacity needs that will be
required by proposed developments not yet under construction but are identified in the municipal
development maps. Such capacity will need to be supplied from our 16.0/27.6kV distribution

system for which additional circuits/ feeders will be necessary to support the load growth.

While the 27.6kV and 8.32kV distribution systems can accommodate load growth, HHHI is
mote vigilant in assessing capacity required for in-fill development on our 4.16kV system to
ensure system will not be constrained. Because of the anticipated growth in Georgetown south
the 5 year forecast period includes reasonable system service investments relating to our 27.6kV
distribution system that will see the system developed to accommodate the growth of Vision
Georgetown as well as in-fill development around the Town of Halton Hills municipal building.
Such proactive projects will ensure that HHHI can meet its system access requirements as these

developments begin construction and distribution services to the developments occur.

System renewal projects include replacing defective and aged poles, feeder reinforcements to
ensure urban 4.16kV distribution systems can support current load and future in-fill
development, and the removal of obsolete equipment (Poletrans transformers) that present

difficulties for operation.

The DSP includes expenditures aimed at further developing HHHI’s smart grid deployment by

increasing the number of automated switches employed on our 16.0/27.6kV. Over the course of

LEGAL_L:35975715.4



(@ S V. R O VS B

~J

10
11
12

13
14
15

16
17
18

Halton Hills Hydro Inc.
EB-2015-0074

Exhibit 1

Tab 3

Schedule 4

Page 53 of 103

Filed: August 28, 2015

the next five (5) years HHHI will install ten (10) additional automated switches on our
16.0/27.6kV distribution system at strategic locations to improve system reliability, enhanced
system performance and data collected from the field, and reduce O&M costs related to field
crews performing manual switching operations. This work will coincide with expanding the
16.0/27.6kV distribution system to accommodate the provincially regulated growth Georgetown

is and will be experiencing.

HHHI has enough remaining station capacity and distribution infrastructure to accommodate the
demand for renewable energy projects anticipated from 2016 to 2020. There are no large projects
anticipated in the service territory. Should a large connection or a concentrated number of
connections in a specific area occur, HHHI will assess any potential system limitations and work
with the applicants to enable renewable energy connections provided such connections would not

adversely affect the distribution system.

Based on a calculated remaining maximum capacity and the projected generation projects HHHI
has the capacity in place to accept future renewable generation projects. As such, there are no

specific investments planned to accommodate renewable energy connections.

Proposed capital expenditures by category are set out in more detail in the tables below.

Table 1-6: System Access (Planned) Capital Expenditures
Project Category = 2016 | 2017 2018 2019 2020

Make Ready

Upgrades $17,424 $17.772 $18,128  $18,490 $18,860
microFIT/ FIT $43,732 $44,609 $45,501 $46,411 $47,340
Subdivisions $207,000 $244,260  $288,227 $340,108  $401,327
Technical

Service Layouts $376,036  $384,684  $393,532 $402,584  $411,843
Municipal Road  $1,668,844 $0 $2,426,000 $0 $0
Widening

Metering $159,550 $194,988  $159,550 $159,550  $159,550
Subtotals $2,472,588  $886,314 $3,330,938 $967,143 $1,038,920
Capital $1,132,703  $595,554 $1,740,960 $711,103  $782,510
Contributions

Total $1,339,885 $290,760 $1,589,978 $256,040 $256,410
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System Access projects include customer connections, new development, renewable generation

connections, and can also include municipal relocation projects where the utility is required to

relocate infrastructure to accommodate road improvement projects.

Table 1-7: System Renewal (Planned) Capital Expenditures
Project Category 2016 2017 2018 2019 2020

Vintage System $963,062 $1,250,781  $726,867  $900,086  $900,698
Replacements

Feeder Renewal $0 $22,728 $0  $506,452 $1,349,951
Projects

Substation $736,184  $953,352 $0  $813,695 $1,122,532
Improvements

Metering $91,425 $0 $91,425 $0 $91,425
Retail/Interval PMU

replacements

Total System $3,790,671 $4,226,861 $2,818,292 $4,220,233 $5,464,607
Renewal

System renewal projects are investments a distributor makes involving replacing and/or
refurbishing system assets to extend the original service life of the assets and thereby maintain
the ability of the distributor’s distribution system to provide customers with electricity services.
These projects are distributor-driven, to ensure the assets used in the delivery of power are in
good condition, safe to operate, and continue to provide reliable service. This category includes

plans to replace defective, obsolete, and end-of-useful life assets.
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Table 1-8: System Service (Planned) Capital Expenditures

Project 20016 2017 2018 2019 2020
Category

SCADA $135,562 $86,579 $0 $0 $0
projects

Automated $301,851  $150,406  $157,568  $164,730  $171,892
Switches

Feeder $375,239  $497,853  $497,853 $0 $0
Upgrade &

Reinforcement

Voltage $1,334,510  $847,518 $1,594,351 $3,268,153 $1,685,094
Conversion

Projects

Municipal $155,629  $272,525 $1,111,000  $936,224 $0
Substation

Upgrades

Total System  $2,302,791 $1,854,882 $3,535,241 $4,567,366 $1,856,986
Service

System service projects are investments a distributor makes to ensure the distribution system
continues to meet operational objectives while addressing anticipated future customer electricity
service requirements. These projects are distributor driven — they address system constraints, and
promote operational effectiveness. The goal with system service projects is to ensure the
distribution system is free of constraints that may impact system functionality and increases the
utilities ability to operate the distribution system. The identified projects demonstrate system
planning and the effective execution of the projects will provide system reliability and prepare

for long term growth.
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Table 1-9: General Plant (Planned) Capital Expenditures
Project | 2016 2017 2018 2019 2020

| Category ]

Vehicles & $177,000 $322,000 $259,000 $298,000 $312,000
Tools

IT $77,800 $38,840 $100,000 $65,000 $0
Infrastructure

SCADA $67,813 $0 $0 $0 $0
Outage Mgmt

System

Interfaces

Interactive $100,000 $0 $0 $0 $0
Voice Response

(IVR)

Building $355,000 $118,576 $62,000 $62,000 $62,000
Upgrades

Total General $777,613 $479,416 $421,000 $425,000 $374,000
Plant

General Plant projects are investments that support the ongoing business operations and
efficiency of the utility. These projects are distributor driven and include fleet management as
well as IT infrastructure, tools, equipment and general building and facility maintenance and

improvements.

LEGAL_L:359757154



[a—y

10
11
12
13
14
15
16
17

Halton Hills Hydro Inc.
EB-2015-0074

Exhibit 1

Tab 3

Schedule 5

Page 57 of 103

Filed: August 28, 2015

E. Operations, Maintenance and Administration Expense - Exhibit 4

Through distribution rates, HHHI is proposing to recover $6,859,246 in Operating, Maintenance
and Administration (OM&A) costs for the 2016 Test Year,

OM&A expenditures in the 2016 Test Year of $6,859,246 represent an increase of $959,246 or
16.3% over the 2012 Board-approved OM&A expenditures of $5,900,000. The following Table

1-10 summarizes the changes.

Table 1-10: OM&A Comparison Between 2012 Board Approved and 2016 Proposed

. 2012 Board ' | 2016 Test
Description Approved | Yeat
Distribution Expenses - Operation 1,049,101 1,355,647
Distribution Expenses - Maintenance 933,985 374,125
Billing and Collecting 1,226,281 1,890,937
Community Relations - -
Administrative and General Expenses 2,584,033 3,134,097
Sub-Total 5,793,400 6,754,806
Property Tax 106,600 104,440
Total 5,900,000 6,859,246
16.3%

The proposed OM&A expenditures for the 2016 Test Year have been derived through a detailed
budgeting and business planning process aligned to meet HHHI’s strategic objectives and OEB
performance outcomes. These expenditures are required to allow HHHI to maintain distribution
system service quality and reliability standards in compliance with the Distribution System Code
and other regulatory imperatives (IESO, OPA, Ministry of Energy, ESA, etc.). The OM&A costs
in the 2016 Test Year reflect the resourcing mix and investments required to meet customer and
broader public policy requirements for the duration of the 4™ Generation IRM plan term. The
resourcing and investments, outlined in this application will enable HHHI to meet the

expectations of HHHI customers.
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1 There main drivers for the increase in OM&A expenditures is discussed fully at Exhibit 4, but

2  include an increase in FTEs, wages and increased operational requirements including monthly

3 billing, etc.
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F. Cost of Capital - Exhibit 5

HHHI has prepared its Application in accordance with the Board’s guidelines provided in the
Report of the Board on Cost of Capital for Ontario’s Regulated Utilities (the “2010 Report™)
issued on December 11, 2010. For the purposes of preparing this Application, HHHI has used
the cost of capital parameters issued by the Board on November 20, 2014. HHHI will update its
cost of capital parameters for rates with effective dates in 2016 prior to the issuance of the

Board’s decision for its Application,
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G. Cost Allocation and Rate Design - Exhibits 7 and 8

Cost Allocation: The data used in the updated cost allocation study is consistent with HHHI's
cost data that supports the proposed 2016 revenue requirement outlined in this Application. The
breakout of assets, capital contributions, depreciation, accumulated depreciation, customer data
and load data by primary, line transformer and secondary categories were developed from the
best data available to HHHI, its engineering records, and its customer and financial information

systems.

HHHI has continued to use its utility specific weighting factors as approved in its 2012 Cost of
Service Application (EB-2011-0271) and in accordance with both the Report of the Board
“Review of Electricity Distribution Cost Allocation Policy, dated March 31, 2012” and the
Board letter on new cost allocation policy for street lighting rate class, dated June 12, 2015. The

NCP factor has been incorporated into the CA model for street lights.

As shown in Table 1-11, the 2016 cost allocation study indicates the revenue-to-cost ratios for
General Service less than 50kW, General Service 1,000 to 4,999 kW and Street Lighting are
outside the Board’s range. For 2016, it is proposed these ratios be brought within the Board’s
range and the Residential and Unmetered Scattered Load (USL) adjusted upward to maintain

revenue neutrality.
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Table 1-11: Revenue to Cost Ratios

Previously Status Quo
Approved Ratios Ratios Proposed Ratios Policy Range
Class Most Recent (7C+7E) /
Year: (D +7E)/ QA
aA)
2012
% % % %
Residensal 96 00 90.02 9248 185 - 115
General Service less than 30 kW 110.00 120.81 §20.00 80 - 120
General Serace 30 to 999 kW 96.00 11035 | £10.55 j80 - 120
General Service 1,000 1o 4,999 kW 120,00 124,64 120.00 |80 - 120
Street Lighting 120,00 23139 [ 120,00 {80 - 120
Sentme} Lighung 96.00 §9.51 9245 |80 - 120
Unmetered Scattered Load (LUSLY 120.00 102.99 102.99 |80 - 120
Embedded distributor chss [

Rate Design: HHHI proposes to maintain the fixed/variable proportions assumed in the current
rates to design the proposed monthly service charges for all rate class except the residential. This

proposal is consistent with the Board’s Decisions in the following cases:

e Centre Wellington Hydro Ltd. - 2014 Cost of Service Rate (EB-2013-0113);
e Atikokan Hydro Inc. - 2013 Cost of Service Rate (EB-2012-0293);

» Espanola Regional Hydro Distribution Corporation - 2013 Cost of Service Rate
(EB-2012-0319);

10

11
12

13
14

15
16
17

¢ Horizon Utilities Corporation - 2012 Cost of Service application (EB-2011-0131);

* Hydro One Brampton Networks Inc. - 2012 Cost of Service application (EB-2011-0132);

and

e Kenora Hydro Electric Corporation Ltd.- 2012 Cost of Service application (EB-2011-

0135).

In addition, on April 2, 2015, the Board released its Board Policy. A New Distribution Rate
Design for Residential FElectricity Customers (EB-2014-0210), which stated that electricity

distributors will transition to a fully fixed monthly distribution service charge for residential
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customers. This policy change is expected to be implemented over a period of four (4) years,
beginning in 2016. The approach to the implementation of the policy, including mitigation
expectations, was described in a Board letter dated July 16, 2015. HHHI is expected to propose

changes to residential rates consistent with this policy.

Table 1-12 outlines a comparison of the 2015 current to the 2016 proposed distribution rates.

LEGAL_1:35975715.4



Halton Hills Hydro Inec.
EB-2015-0074

Exhibit 1

Tab 3

Schedule 7

Page 63 of 103

Filed: August 28, 2015

Table 1-12: Proposed 2016 Distribution
Charges

RATES SCHEDULE |
Schedule of Distribution Rates and Charges
Effective May 1, 2016

Customer Class ltem Descripton [ Unit | Rate($)
Residential S . o
Monthly Service Charge . per month 1945
Distribution Volumetric Rate perkwh . 0.0115
Low Voltage Rider - per kWh 0.0026
GS < 50 kW
Monthly Service Charge ~  permonth  33.96
Distribuion VolumetricRate =~ : perkwh ~ 0.0105
‘Low Voltage Rider . perkwh . 0.0024
Monthly Service Charge ~; per month 96.42
Distribution VolumetricRate : perkW 42701
Low Voltage Rider . perkW 1.0516
GS >1000 to 4999 kW
Monthly Service Charge - per month 215.16
Distribution Volumetric Rate . perkw - 3.7012
Low Voltage Rider | perkw . 1.0516
Sentinels e : .
‘Monthly Service Charge -1 permonth 6.52
Distribution Volumetric Rate - | perkW 247051
Low Voltage Rider - perkW - 0.7570
Street Lighting o _
Monthly Service Charge ~ permonth 1.36
Distribution Volumetric Rate per kW 18.3515
Low Voltage Rider per kW 0.7416
Unmetered and Scattered o e
Monthly Service Charge ~~~, permonth -~ 840
‘Distribution VolumetricRate i perkW = 00056
Low Voltage Rider . perkW - 0.0024
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As outlined in Exhibit 9 (and shown in Table 1-13 below), HHHI is requesting approval for the
disposition of Group 1, Group 2 and Other Deferral and Variance Accounts in the amount of

$805,202 . HHHI is proposing a two year disposition period for all Deferral and Variance

. ' R IR . bis;;:nsitibns : IFbrcc:i'.stci:I‘ ey j.'l_"otal ‘.V :
Account Descriptions Usofa | Principal | Interest: (Pd::;;‘ P R '*c‘?,ffgyﬁ‘ Ag;:;r;;:!.
. - |(Dec. 31, 2014} (Dec. 31, 2014)|. Intemsf)‘ Ad]ustments Apr. 3/16_|_Disposition
Group 1 Accounts
LV Variance Account 1550 158,674 2,037 160,711 135,024 2470 27,557
Smart Metering Bntity Charge Variance Account 1551 5948 499 6,447 17,899 93 (11,359}
RSVA - Wholesale Market Service Charge 1580 (425,092) gom| @005  G24124) (6,586 (112,567)
R8VA - Retal Teansmission Network Charge 1584 646,594 10,390 656,984 750,276 10,065 (83,227)
REVA - Retail Transmission Conmeetion Charge 1586 282,045 4,330 286,375 444,162 4391 (153,396)
REVA - Power (excluding Global Adjustment) 1588 318,740 19,068 337,808 575,733 4,962 (232,963)
REVA - Global Adjustment 1589 72,329 853 673,181 19,507 10,466 664,050
Group 1 Sub-Tatal 1,661,238 30,164 1,691,401 1,619,167 25,860 98,094
Group 2 and Other Accounts
Other Regulatory Assets - Sub=Account - Deferred 1508
IFIS Transiion Costs 661,665 45486 707,151 15,000 10,533 732,684
Other Regulatory Assets - Sub-Account - 1508
Ineremental Capital Charges - {2,896) (2,896) - - (2,896)
Other Regulatory Agscts - Sub-Account - Othee 1508 - (3,290) 3,290) - - (3,290)
Retail Cost Variange Account - Retail 1518 6,207 (5% 6,154 - 97 6,251
Retnil Cost Variance Account - STR 1548 449 36 485 - 7 492
LRAM Variance Account 1568 (108,200) . (108,200) 65,763 (2333 (44,770)
ixtra-Ordinary Event Costs 1572 1,555,863 23,934 1,579,797 1,561,373 212 18,637
Group 2 and Other Sub-Total 2,115,984 63,217 2,179,201 1,642,135 8,516 707,108
Total 3,977,222 93381 | 3,870,602 | 3,261,302 34,376 £05,202
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I. Bill Impacts

In preparing this Application, HHHI has considered and sought to minimize any rate impacts. A
comprehensive discussion of HHHI’s customer engagement efforts, the customer feedback and
preferences identified as a result of these efforts, and the steps HHHI is taking to ensure that

customer preferences are being addressed as part of its business activities, is set out at Tab 4 of
this Exhibit 1.

Table 1-14 below provides the proposed distribution bill impacts, based on consumption levels

for a typical customer in each rate class.

A typical residential customer using 800 kWh per month will see a total billing increase of $8.29

or 5.85% per month.
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Table 1-14:

Residential - Time of Use

Customer Class
RPI'/non-RPP
Consumption
Demand

Current Loss Factor
Proposed Loss Factor
OCER cligible?

Halton Hills Hydro In¢,
EB-2015-0074

Bill Impacts
Res
RPI* RPP Tier One 600 kWh
800 kWh
- kW
1.0602 Average HOEP
10560 | Connecrions Average GA
Yos 30 Days 1# Units
CURRENT ESTIMATED BILL - .. Proposed 2016 BILL. ., , ..~

Exhibit 1
Tab3
Schedule 9

Page 66 of 103
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| . Current Rate Cutrent . ) Proposed  Proposed Change . T e
Charge Description Volume ) Chacge (5) Valume face (8)  Charge {5) . «+ of Total TOT Bilk
Eneny Tirst “Tier (kW) 0.00 0.09:40 .00 0.00 0.0940 0.00
Lacrpy Second 'Tiee (KW 0.00 0.1100 0,00 0.00 0.1100 0.00
TOU - Off Peak 512 (.0800 40.96 312 0.0800 40.96 0.00 27.32%
TOU - Mid Peak 144 0.1220 17.57 144 0.1230 17.57 0.00 11.72%
TOU - On Peak 144 0.1610 23.18 144 0.1610 23.18 0.00 15.4G6%
Total:_Electricit 8171 8171 0.00 54.49%
CRTERIEN CATTEY, T, AR U | e b b ; P
Monthly Service Charge 1 12,72 12,72 1 1945 1943 673 H1%
Dhstribution Volumetric Rate 800 0.0120 0,60 ROQ 00113 9,20} {00,40) 6.14%%
IFaxed Rate Riders 1 4.67 +.67 1 2.33 2.33 (2.34) {50.11)%% 1.55%
Vaolumetric Rate Riders 800 0.0000 0.00 800 0.0000 0.00 0.00 0.00% 0.00%
Sub-Total: Distribution (excluding pass trough) 26.99 30,98 3.00 14.78% 20.66%
Line Losses 48 0.12083 3.80 45 0.1198 3.37 {i0.-43) {7.36)% 3.58%
“Tatal Deferal/Variance Account Rate Ridees - - -

. ) 800 0.0033 2.64 £00 {0.0003) (0.40) @G0 | (115.15% {0.27)%
Volumetric
"Total Defernal /Variance Aceount Rate Riders « Fixed i 0.0000 00 1 0.5000 .59 .59 0.00% 0.39%
Low Voliage Service Charge R00 0.0012 0.26 800 0.0026 2.08 1.12 116.67% 1.39%
Smart Meter Lintiry Charge L 0.7% 0,79 3 0.7% 0.79 0.00 0.00% 0.53%
Sub-Total: Disteibution (including pass through) 37.18 8.43 (28.75) | (77.33)% 5.62%
Retail Transmission Rate - Netwark Servige Rate fifelt] (.0074 5,92 800 0.0068 5.44 Q.85 14.306% 3.63%
Retail '1'1rnns1:niss§u|l Rate - Line and Transformation 800 0.0051 108 800 0.0052 416 0.34 g.330 2.97%
Connection Scrvice Rate
{%Tmal: Retail Transmission 10.00 9.60 {040y 400 6.40%
Toak Delivery 47.18 40.58 (6.60) | (13.99%) 27.06%
Whelesale Market Service Rate 800 0.0043 3.52 800 0.0044 3.52 .00 0.00% 2.35%
Rural Rate Proteetion Charge 800 0.0013 1.04 800 0.0013 1.04 0.00 0.00% 0.69%
Sl:m.(l.-ml Supply Seevice — Administration Charge (if i 0.25 0.25 i 0.25 0.25 000 0.00% B17%
applicable)
Cutario Electricity Support Program [OES) * 0.00 G.00 0.00 1.00 0,00 0.00% 10.00%
'Total: Regulatory 4.81 4.81 0.00 0.00% 3.21%
Delb Retirement Charge (DREC) 800 0.00700 5.6 800 0.0070 5.60 000 0.00% 3.73%
"Total Bill on TOU (before taxes) 139,30 132.70 {6.60)

HST 1% 18.14 13% 17.25 {0.86) 11.530%

Toeal Bill {including FIST) 15741 149.95 {1.40)

Oneario Clean Energy Benelfit (OCEB) {10%) {15.74) 0% 0.00 15.74 0.00%
Tatal Bill on TOU {including OCEB) 141.67 . - 149.95 8.29. .5.85% - 180.00%

* Rate and Unit of Measure still 1o be decesmined
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CUSTOMER ENGAGEMENT (2.1.3)

A Reflection of Customer Feedback and Preferences

It is the responsibility of HHHI to manage the business outcomes and serve the customer taking a
consumer—centric approach with effective and ongoing consultation and engagement with our
customers. It is with sound planning, meaningful customer engagement, benefits to customer and

a strong corporate governance all of which support this application.

A comprehensive discussion of HHHI’s customer engagement efforts, the customer feedback
and preferences identified as a result of these efforts, and the steps HHHI is taking to ensure that

customer preferences are being addressed as part of its business activities.

HHHI actively engages with customers throughout the year for input and feedback. HHHI
participates in approximately twenty (20) community events each year to provide information to
customers on programs and solicit feedback. HHHI regularly engages with customers on social
media, through HHH’s website and in person at community events. Twenty percent (20%) of
HHHI’s customers follow on social media, placing HIHHI amongst the top three in the province
for customer engagement. In addition, HHHI’s President & CEQ attends a minimum of two
public Town Council meetings per year to provide current affairs update. These presentations to

council are broadcast on local cable T.V.

Customer satisfaction surveys are conducted by telephone every two (2) years using an
independent third party. This survey of residential and commercial customers seeks feedback on
a number of issues including reliability, operational effectiveness, outage management, value for
money, cost effectiveness and affordability. Over the past two survey periods, HHHI has
consistently received an A rating from its customers and exceeding the provincial averages in all

major areas of performance.

HHHI customers have participated in two (2) random telephone surveys over the past five (5)

years. These surveys were conducted by an independent third party with results compared across
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the province and country. The survey was conducted with both residential and small commercial
customers as these two classes represent ninety-nine percent (99%) of HHHI’s customer base.
Customers have responded positively and as indicated in Table 1-15, HHHI receives high ratings

for providing excellent quality services and for providing consistent, reliable energy.

Table 1-15 Customer Survey Results — 2014

Customer Service Quality
Top 2 boxes, ‘strangly + somewhat agree’ Hagc;g:;ms National Ontario
Deals professionally with customers’ problems 85% 82% 78%
zﬁ:ta:)cg:?;n communicating changes and issues affecting 80% 74% 73%
Quickly deals with issues that affect customers 82% T9% 74%
Customer.focused and treats customers as if they're valued B82% 74% T2%
Is a company that is "easy 1o do business with’ B85% 79% 75%
335:5 eo; efectricity is reasonabie when compared to other 50% 60% 559,
Provides good value for money 70% 67% 63%
pelivers on its service commitments to customers 85% 84% 82%

L
Base! tolal respondents with an opinioh

Source: Simul Corporation 2014 UtilityPuise survey.

Town Hall meetings are held by HHHI for customer input on specific projects. HHHI held a
public information session on January 20, 2015 prior to implementing its 2015 vegetation
management program. In attendance at the public meeting was HHHI staff as well as the
contracted arborist and tree trimmers. The purpose of this session was to provide information
about the tree trimming program as well as to answer customer questions and concerns,
including review of specific trees and likely tree trimming outcomes. The session was held in the
Village of Glen Williams in the area where the 2015 tree trimming would be occurring. Twelve
(12) residents attended. The residents that attended supported HHHF’s tree trimming initiative

and were pleased to see it commence.
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In preparation for this application, a 2015 Electric Utility Customer Engagement Survey

(Included as Appendix I of the Distribution System Plan) was completed to obtain customer

preferences related to spending.

A random telephone survey of four hundred twenty-six (426) was conducted in the month of
May 2015. In addition to the telephone survey, an online survey was offered and HHHI received
nine hundred thirty (930) responses. The combined responses from one thousand, three hundred
fifty-six (1356) customers represents a margin of error of +/-2.6%, nineteen (19) times out of
twenty (20). The telephone survey was conducted by contacting random residential and
commercial customers. The online survey was promoted on HHHI's website and social media. A
link to the online survey was also emailed to the four thousand, three hundred thirty-five (4635)
customers for whom HHHI had e-mail addresses on file and who elected to receive information
electronically. E-mails were also sent to customers requesting their participation in focus groups.
Twenty (20) residential customers participated in the Residential Focus Group and seven (7)

commercial customers attended the Business Customer Focus Group.

Sixty-two percent (62%) of customer surveyed felt that HHHI spending should focus on both
reducing the number of unplanned outages and the duration of unplanned outages. Qutage
management is addressed in this plan through a number of feeder renewal and reinforcement
projects as well as through SCADA upgrades including Outage Management System (OMS)

integrations.

The top communication method preferred for power outage information is through accessing
recorded telephone messages. In 2016, HHHI will be implementing an Interactive Voice

Response (IVR) system to address this preference.

Sixty-two percent (62%) of HHHI customers prefer a pro-active asset management replacement
strategy over run-to-failure asset management options. In a 2015 Focus Group, UtilityPULSE
asked Halton Hills Hydro customers: “As it relates to replacing equipment electric utilities

typically follow two main practices which are:
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i. let equipment run-to-failure OR
ii.  pro-actively replace equipment.

P

3 Which of the following best represents your view on equipment replacement?”

4 The results are listed in Table 1-16 below:

Table 1-16: Responses re Equipment Replacement

Halton Hills
Hydro Inc. Ontario LDC

Pro-active replacement, even though it

may cost more, should ensure 62.0% 65.0%
reliability

Run-to-Failure when there are limited

customers affected ensures full-value 37.0% 27.0%
is received from the equipment

Don't know 1.0% 8.0%

Base: Extract from 2015 Utility PULSE 17th Annual Customer Satisfaction Survey Oniario
LDCs /total respondents
5 Source: Simul Corporation 2015 Utility Pulse Focus Group — Halton Hills Hydro Inc.

6  When asked about increased rates to pay for capital expenditures, seventy-one percent (71%) of
7  customers were willing to pay more for replacing aging equipment to improve safety and
8 reliability. The DSP Appendix I addresses a number of system renewal projects focused on
9  replacing aging equipment including a strategic pole replacement program to remove aging poles
10 from HHHIs distribution system.
11  Customers were more receptive to paying more when there is a direct benefit to the customer.
12 Looking at operational expenditures, fifty-three percent (53%) of respondents said they would be
13 willing to pay more for tree-trimming. Tree trimming remains a focus of HHHI for the next five
14 years.
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Overall, customers show reluctance to pay for growth and are more willing to pay for items that
they feel directly impact or improve their own service, even though HHHI is obligated to service

growth.

From the focus groups, it was clear that residential customers were not aware that HHHI’s
portion of the electricity bill represents only twenty percent (20%) of the overall bill. Likewise,
the Commercial Customers were not aware that that HHHI’s portion of the electricity bill
represents only 10% to 15% of the overall bill. Many participants believed the percentage was
much higher and did not understand the impact of ‘Provincial Charges’ on the total bill. HHHI

will continue to educate customers about their bills in an effort to facilitate more understanding.
The complete report from the customer engagement survey is shown in Appendix I of the DSP.
Performance Overview

Past Performance Measures

Performance Excellence Award

Halton Hills Hydro wins industry performance excellence award

HALTON HILLS, ON — Halton Hills Hydro has won the LDC (Local Distribution Company)
Performance Excellence Award.

The award, which was presented on March 31, 2014 is one of the most prestigious given by the
Electricity Distributors Association (EDA). The EDA is the trade association of Ontario’s LDCs.
The award is sponsored by Ontario Power Generation.
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“This is a team effort and we are very grateful for this award. I accept it on behalf of all of our
employees and our board,” said Art Skidmore, President & CEOQ, Halton Hills Hydro. “We
believe it is our obligation to provide our community with excellent service and to do it safely
and in a reliable manner. This award is validation that our strategies and efforts are on the right
track.”

Halton Hills Hydro was cited for its performance excellence in five key areas — occupational
health & safety, operational excellence, financial operations, conservation & demand
management (CDM) and contribution to the community.

Halton Hills Hydro introduced a number of initiatives over the last several years to enhance its
performance, including capital investments into the community, CDM programs, a leading edge
health and safety program (EMPOWER), a shared control room with a neighbouring LDC
(Oakville Hydro), strong dividends to the Town of Halton Hills, and strong customer service and
reliability.

“Congratulations to Halton Hills Hydro for this cutstanding achievement. We believe we have
one of the best locally-owned electrical utilities in the province and they do a great job serving
our community,” said Mayor Rick Bonnette.

LEGAL_1:35975715.4



N B W

Halten Hills Hydro Ine.
EB-2015-0074

Exhibit 1

Tab 4

Schedule 1

Page 73 of 103

Filed: August 28, 2015

Pacific Economics Group Research, LL.C Report (PEG Report) - July 2015

HHHI notes, with reference to the Pacific Economics Group Research, LL.C Report (PEG
Report) dated July 2015, that HHHI's updated stretch factor was assigned based on a three-year
average of actual less predicted cost over the 2011-2014 period, averaging 25% or more below
cost resulting in the lowest stretch factor of 0% or Group 1. HHHI is one of six utilities in Group

I, as per the PEG Report , three years in a row.

LEGAL_1:35975715.4



(W3

11
12
13
14

15
16
17

Halton Hills Hydro Inc.
EB-2015-0074

Exhibit 1

Tab 4

Schedule 1

Page 74 of 103

Filed: August 28, 2015

Customer Focus

Service Quality
Table 1-17 shows HHHI’s service quality measures for the five (5) most recent historical years.

Table 1-17: Customer Focus — Service Quality (Historical Measures)

Service Quality - Board | oo | 203 | 2022 | 20m | 2010
Tatget L D PR TR RN R

Connection of New Services - Low Voltage (LV) 90%|  100.00%]| 100.00%| 100.00%| 100.00%| 100.00%
Connection of New Services - High Voltage (HV) 90% 0.00%t  0.00%]  0.00% 0.00% 0.00%
| Appointment Scheduling 90%|  100.00%} 100.00%( 100.00%| 100.00%| 100.00%
'éppointments Met 90%|  100.00%| 100.00%| 100.00%| 96.00%] 99.20%
Rescheduling a missed appointment 100%|  100.00%| 100.00%| 100.00%| 100.00%)| 100.00%
Telephone Accessibility 65% 89.70%| 83.20%| 87.70%| 85.50%| 86.20%)
Telephone Call Abandon Rate 10% 1.00% 1.70% 1.40% 3.10% 2.00%
Written Responscs to Enquies 80%]  100.00%| 99.90%| 100.00%| 100.00%| 100.00%
Emergency Response Urhan 80%| 100.00%)| 100.00% 98.81%| 100.00%| 100.00%
Emergency Response Rural 80%]| 100.00%| 100.00%| 89.60%| 100.00%| 100.00%
Reconnection Performance Standard 85%| 100.00%| 100.00%]| 100.00%

HHHI places a strong focus on providing customers with distribution excellence. This includes
maintaining exceptional levels of customer service. HHHI has continuously exceeded the OEB’s

minimum standards.

The connection of New Services — High Voltage target is not applicable for HHHI as HHHI has

no high voltage connections.

In all areas, HHHI has met or exceeded its targets in 2014. Historical achievements have always
exceeded the Board targets. In particular, it should be noted that for the past three years, all
appointments have been met and all connections for new services completed, one hundred

percent (100%) of the time.

HHHI notes that telephone accessibility is a high priority for its customers. The telephone is still,
by far, the preferred method of contact for the vast majority of HHHI’s customers. In HHHI's

2014 customer service survey, it was noted that eighty-eight percent (88%) of customers prefer
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to use the telephone to contact HHHI, HHHI still believes there is room for improvement and
with reference to the general capital plan, the utility will be implementing an Interactive Voice
Response (IVR) system to provide customers with added features and flexibility to better

respond to their needs.
Customer Satisfaction
Table 1-18 shows HHHI’s Target Customer Satisfaction measures with recent historical years.

Table 1-18: Customer Focus — Customer Satisfaction (Historical Measures)

Customer Satisfaction Measutes Board ; 2014“ } 2013 2012 | 2011 '2010 '
: , Target N : o
First Contact Resolution Not Available | 100.00%|
Billing Accuracy 98%| 99.95%| 99.91%
Customer Satisfaction Survey Results  [Not Available | 90.00%| 93.00%

Service Quality measures consist of new measures recently introduced by the Board. In January
2015, HHHI impiemented tools within the CIS system to monitor and report on First Contact

Resolution.

HHHI understands that billing accuracy is imperative for all customers. The bill is the primary
way most customers interact with their utility and they expect the bill to be correct. HHHI will be
moving to monthly billing in 2016 and as such, continued billing accuracy is paramount, HHHI

has achieved 99.9% billing accuracy.

Customer satisfaction is an important measure of customer loyalty and trust. In an environment
where the electricity sector receives a high amount of attention in the media, maintaining

customer satisfaction is a priority.

HHHI will be moving to monthly billing in 2016. This means that customers will receive twice
as many bills from the utility so ensuring that those bills are accurate is an important part of

maintaining customer satisfaction and trust.

LEGAL_1:359757154



(o S T N

~]

Halton Hills Hydro Ine,
EB-2015-0074

Exhibit 1

Tab 4

Schedule 1

Page 76 of 103

Filed: August 28, 2015

HHHI maintains a strong presence in the community and uses its participation in community
events as an opportunity for customer outreach. HHHI participates in over twenty (20)
community events each year including fall fairs, farmers markets and other local events. As well,
HHHI actively engages with its customers online. Over twenty percent (20%) of HHHI’s

customers follow HHHI via Facebook and/or Twitter. All of these opportunities to engage with

the community help build customer’s trust.

In the 2014 Customer Satisfaction Survey HHHI’s customer’s satisfaction level was 90%. This

survey was conducted in March 2014, with very recent memories of the December 2013 Ice-

Storm.
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FINANCIAL INFORMATION (2.1.4)

Audited Financial Statements
Copies of HHHI’s 2012, 2013 and 2014 Audited Financial Statements are provided in
Appendices 1-D.

Reconciliation Between Audited Financial Statements and Regulatory Accounting
Reconciliations of HHHI’s Audited Financial Statements to the annual RRR 2.1.7 Trial Balance
for 2012, 2013 and 2014 are provided as Appendix 1-E.

Statement of Accounting Standard Used

Existing/Proposed Accounting Orders

The Accounting Standard Board (“AcSB”) deferred mandatory adoption of IFRS for qualifying
rate-regulated entities to January 1, 2015. 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, 2014.
HHHI confirms it implemented all MIFRS changes including depreciation expense,
capitalization policies, componentization and revised useful lives, during its 2012 fiscal year and
in accordance with EB-2012-0271. HHHI has prepared the 2016 Cost of Service Application
entirely on an MIFRS basis.

Accounting Standard used in Application

HHHI confirms it implemented all MIFRS changes including depreciation expense,
capitalization policies, componentization and revised useful lives, during its 2012 fiscal year.
HHHI has prepared this 2016 Cost of Service Application (including historical, bridge and test

year information} entirely on an MIFRS basis.

As HHHI transitioned to MIFRS in 2012 (EB-2011-0271), HHHI has not completed any
CGAAP to MIFRS charts or Board Appendices in this application.
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Compliance with the Uniform System of Accounts

HHHI has followed the accounting principles and main categories of accounts as stated in the
Board’s Accounting Procedures Handbook (the “APH”) and the Uniform System of Accounts
(“USoA™) in the preparation of this Application.

Accounting Treatment of Non-Ulility Businesses
HHHI is engaged in the delivery of the IESO’s conservation and demand management programs.
The accounting for these activities is segregated from HHHI’s rate regulated activities in

accordance with the Board’s Accounting Procedures Handbook For Electricity Distributors.

Annual Report and MD&A for Parent Company
Halton Hills Community Energy Corporation Inc. does not publish a public annual report or an

MDé&A. As aresult, this requirement is not applicable.

Rating Agency Reports
Not applicable.

Prospectus or Information Circulars

Not applicable.

Changes in Tax Status

HHHI has not had a change in tax status since its last Cost of Service Application.
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MATERIALITY THRESHOLDS 2.1.5)

Chapter 2 of the Filing Requirements issued by the Board sets out the materiality levels based on
the magnitude of a utility’s revenue requirement. HHHI’s revenue requirement is greater than
$10 million and less than $200 million, therefore its materiality level is 0.5% of HHHI's
distribution revenue requirement. HHHI’s materiality threshold for the 2016 Test Year is
$62,364 as provided in Table 1-19 below. HHHI has used a lower threshold of $65,000 for

assessing materiality for the purposes of this Application.

Table 1-19: 2016 Test Year Materiality Calculation

Description 2016 Test Year
Distribution Revenue Requirement $ 12,472,736
Materiality Threshold 0.50%
Calculated Materiality § 52,364
Materiality Used $ 65,000
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APPLICANT OVERVIEW (2.1.7)

HHHLI, is a corporation incorporated pursuant to the Business Corporations Act (Ontario) with its
head office in the Town of Halton Hills (Acton). The Applicant carries on the business of
distributing electricity within the Town of Halton Hills.

Service Description

HHHI distributes electricity within the municipal boundaries of the Town of Halton Hills. The
service territory covers approximately 280 sq. km comprised of approximately 26 sq. km of
urban area and 255 sq. km of rural territory. The urban areas encompass the towns of Acton and
Georgetown as well as several smaller rural hamlets, namely Ashgrove, Ballinafad, Crewson’s
Corners, Glen Williams, Hornby, Limehouse, Norval, Silver Creek, Stewarttown and Terra
Cotta. HHHI’s distribution network consists of 12 municipal substations and 1,527 km of
underground and overhead distribution lines. HHHI is owned by Halton Hills Community
Energy Corporation Inc., which is wholly owned by the Corporation of the Town of Halton Hills.
HHHI services approximately 22,000 customers. Approximately 19,625 of those customers are
residential, 1,700 small commercial, 112 renewable generation connections and the remaining

customers spread across the remaining customer classes.

HHHI maintains 1,527 kilometers of medium- and low-voltage distribution circuits that
distribute electricity from the provincial transmission grid. The utility receives primary supply

from HONI at three locations as follows:

* Three-phase three-wire 44 kV sub-transmission: HIHI has three (3) feeder positions
(designated 42M23, 42M25 and 42M28) from Pleasant transformer station (“TS”).

* Three-phase three-wire 44 kV sub-transmission: HHHI shares a feeder position with
Milton Hydro, and Guelph Hydro (73M04) that emanates from Fergus TS.

+ Three-phase four-wire 16/27.6Y kV distribution: HHHI has three (3) feeder
positions (designated 41M21, 41M29 and 41M30) from Halton TS.
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HHHI distributes electricity at the sub-transmission and primary distribution voltage levels listed

below:

* Three-phase three-wire 44 kV sub-transmission

* Three-phase four-wire 16/27.6Y kV distribution
» Three-phase four-wire 4.8/8.32Y kV distribution
* Three-phase four-wire 2.4/4,16Y kV distribution

There are twelve (12) municipal substations strategically located throughout the service territory
that provide 2.4/4.16Y kV primary distribution voltages in the urban areas (i.e. Acton and
Georgetown) and 4.8/8.32Y kV primary distribution voltages in the rural parts of the service

territory.

COMMUNITY SERVED: Town of Halton Hills
TOTAL SERVICE AREA: 280 sq. km

RURAL SERVICE AREA: 255 sq. km
DISTRIBUTION TYPE: Electricity Distribution
SERVICE AREA POPULATION: 60,882

MUNICIPAL POPULATION: 60,882

A map of HHHI’s distribution service tertitory is provided in Appendix 1-B.

List of Neighbouring Utilities

HHHI’s service area is bounded by HONI on its north and north-west border, Hydro One
Brampton on its east border, Enersource Hydro Mississauga on its south-east corner and

Milton Hydro Distribution Inc. on its south and west borders.
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Identification of Embedded or Host Utilities
HHHI is embedded to HONI at three points. HONI feeds HHHI through the following points:

» one feeder at Fergus TS to the west of HHHI and located outside the boundaries of
HEHI;

e three feeders at Pleasant TS to the east of HHHI and located outside the boundaries of
HHHI; and

o three feeders at Halton TS to the south of HHHI and located outside the boundaries of
HHHI.

HHHI includes, in its distribution rates, Low Voltage Charges and requests the continuation of

Low Voltage rates in its distribution rates as detailed in Exhibit 8.
Statement regarding Distribution Assets

HHHI does not have any transmission or high voltage asset (>50kV) that have been previously
deemed by the Board as distribution assets, and does not have any such assets for which HHHI is

seeking Board approval to be deemed as distribution assets in this Application.
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CORPORATE GOVERNANCE (2.1.8)

Utility Organizational Structure
A copy of HHHI’s utility organizational chart is provided in Appendix 1-J, together with a

description of each of the HHHI operational units.

Utility Corporate Entities Organizational Structure
HHHI is a wholly-owned subsidiary of Halton Hills Community Energy Corporation Inc. which
is wholly-owned by The Corporation of the Town of Halton Hills. A corporate organization

chart is provided in Appendix 1-J.

Planned Changes in Corporate and Operational Structure

HHHI is not planning on any changes to its corporate or operational structure.

Board of Directors
HHHI has seven (7) members of the HHHI Board of Directors (the “HHHI Board™). Four (4)

members of the current HHHI Board are independent.

HHHI Board Mandate
The HHHI Board’s mandate, as set out in Halton Hills Community Energy Corporation Inc. (and
its subsidiaries”) Shareholder Direction is detailed below.

“STANDARDS OF GOVERNANCE

The Shareholder expects the Board and each Director of the Corporation to observe

principles of good corporate governance, including the following:
(a) The Board should have in place a Corporate Governance Committee;
{b) The Board should have in place an Audit Committee;

(¢) The Board should have in place a Compensation Committee;
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(d) The Board should establish, and review from time to time, a written mandate for each

of the foregoing committees that sets out each such committee's purpose, responsibilities,

membership and manner of reporting to the Board; and

(e) The Board shall establish and maintain a Code of Conduct to guide each Director of
the Corporation and the Affiliates, the Chief Executive Officer (or equivalent), the Chief
Financial Officer (or equivalent) and any other key executives of the Corporation and the
Affiliates as to (i) practices necessary to maintain confidence in the integrity of each of
the Corporation and the Affiliates, and (ii) the responsibility and accountability of
individuals for reporting and investigating unethical practices and reviewed on a periodic

basis.”

HHHI has in place Corporate Governance, Audit and Compensation Committees. The
Corporate Governance and Compensation Committees are populated by members of the
Halton Hills Community Energy Corporation Inc. Board. The HHHI Audit Committee
consists of the Chair and Vice-Chair of the HHHI Board, along with the Chair and Vice-
Chair of SouthWestern Energy Inc., an affiliate corporation. The Chair of the Audit
Committee is a Chartered Professional Accountant (CPA). The other members of the
audit committee are also well versed in financial and utility matters, and include the

former CEO of Hydro One Brampton, and the CAO of the Town of Halton Hills.

“NUMBER AND QUALIFICATIONS OF DIRECTORS

(a) The Board for Halton Hills Community Energy Corporation Inc. (the ‘Parent’) will
have five to seven Directors, consisting of the Mayor of the Town of Halton Hills, the
Chief Administrative Officer for the Town of Halton Hills, the Chair and Vice-Chair of
Halton Hills Hydro Inc. and the Chair and Vice-Chair of SouthWestern Energy Inc.
(affiliate).
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(b) The Board of Directors of each of the Affiliates will each have five to seven
Directors with either the Mayor of the Town of Halton Hills or the Town's Chief

Administrative Officer serving as a Director.

(¢) The Board of Halton Hills Hydro needs to satisfy the Affiliate Relationship Code

requirements of the Board.

(d) Subject to Section 6 hereof, the Directors of the Corporation and its Affiliates will be
appointed by the Town.

(e) The Directors of the Corporation and of the Board of Directors of each of the
Affiliates will reside in and have good knowledge of Halton Hills and will have a
reputation for honesty and integrity. Each of the members of the Board will have
experience in at least one of the following areas and all will collectively have experience

in all of the following areas:

(i) Electricity distribution and generation;

(ii) Government and regulatory agencies;

(i)  Corporate governance and structure;

(iv) Corporate finance and accounting;

v) Private sector senior management experience;
(vi) Human resource management;

(vii))  Practice of corporate law,

(viii)  Corporate sales and marketing;

(ix) Energy industry experience; and

(x) Community awareness and involvement.”
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The HHHI Board meets the directed number and qualifications for its Board of Directors.

“SELECTION OF DIRECTORS

(a) A Selection Committee will be established by the Town to recruit and recommend
to Town Council the persons to be the Directors of the Corporation and its Affiliates.

The Selection Committee will:

(1) Be comprised of the Corporate Affairs Committee of Town Council or,
other Committee as directed by Council;

(i)  Seek input from the current Board, and

(iii) Have regard to the qualifications of Directors set forth in section 5(e) hereof
and recognized, recommended practices of corporate governance, including with

respect to independence of Directors.

(b) The Selection Committee is authorized to proceed as needed from time to time with
the recruitment of the Directors of the Corporation and its Affiliates and to report back to

Town Council with the Selection Committee's recommendations.

(c) Town Council may accept or reject, but not substitute for, any person recommended
to Town Council by the Selection Committee to be a Director of the Corporation and its
Affiliates.

(d) The Board and the Corporation, as the case may be, will appoint or elect, or cause to
be appointed or elected, as Directors of the Corporation and each Affiliate, the persons

contemplated by sections 5 and 6 hereof.

(e) Persons appointed to the Board of the Corporation and its Affiliates initially shall be
appointed for 1, 2 or 3 year terms, subject to the pleasure of Town Council, to
enable rotational membership on the Boards to be established. Thereafter, persons

appointed are appointed for a 3 year term subject to the pleasure of Town Council. In any
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case, no person shall be appointed for more than 3 terms, except the Mayor and the
CAQ.”

The HHHI Board members have been appointed in accordance with the Shareholder

Direction.

SHAREHOLDER EXPECTATIONS
The Shareholder expects that the Directors of the Corporation and of each Affiliate will:

(a) Supervise the management of the business and affairs of the Corporation and
cause the Corporation, as Shareholder, to oversee the business and affairs of each
Affiliate;

(b) Cause the business of the Corporation to be conducted in accordance with this
General Shareholder Direction, all other Shareholder's Directions, prudent business
practice, and all requirements of the Ontario Energy Board, of all other regulatory or
governmental authorities having jurisdiction over the Corporation or the Affiliates, and

of all applicable laws, regulations, rules, codes, licenses and orders;

(c) Develop and maintain a prudent financial and capitalization structure consistent
with relevant industry norms, sound financial principles and applicable laws, regulations,

rules, codes, licenses and orders;

(d) Estabiish just and reasonable rates for the regulated distribution business of Hydro

which take into consideration:

(i) the other provisions of this General Shareholder Direction and the provisions
of all other Shareholder’s Directions;

(ii) the rates in other municipalities in comparable areas and circumstances;

(ili) an intention to maintain and/or enhance the value of Hydro and the

Corporation;
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(iv) the encouragement of economic development and activity within the Town
of Halton Hills;

(v) where possible, moderating increases and decreases in rates by phasing in the
increases and decreases; and

(vi) applicable laws, regulations, rules, codes, licenses and orders.

(e) Develop for Shareholder approval and implement a long range strategic plan for the
Corporation and the Affiliates (the "Long-Range Strategic Plan") which is consistent
with:

(1) The guiding considerations contemplated by section 1 hereof;

(i) The maintenance of a viable and competitive business;

(iii) Preserving and enhancing the value of the business;

(iv) Sustaining physical infrastructure;

(v) Ensuring long-term reliability of service to customers; and

(vi) Adhering to the policies listed in this Shareholder direction.

(f) Develop on a timely basis prior to the end of each fiscal year of the Corporation for
Shareholder approval all necessary or desirable strategic documents, including an annual
business plan and capital budget (the "Annual Business Plan and Capital Budget"), and

implement the same; and

(g) Appoint the officers of the Corporation and the Affiliates and provide for an orderly

succession of such officers.”
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The HHHI Board complies with the Shareholder expectations.
Board Meetings
The following are the 2015 scheduled meetings of the HHHI Board:

e March 6" 2015

e April 16™, 2015

e June 19" 2015

e August 5™, 2015

e October 29" 2015

s November 26™, 2015

Orientation and Continuing Education

The HHHI Board receives continuing education and professional development training through
Board Reports, Board Meetings and attendance at subject-related conferences. From time-to-
time, external subject matter experts are utilized to assist with the education process. HHHI
Board members, through their professional careers are also active in industry-related issues and

receive continuous education through this experience.
Code of Conduct

Halton Hills Community Energy Corporation Inc. and its subsidiaries, including HHHI, have
adopted a written corporate-wide Code of Conduct. It is an annual requirement for all Directors,
Officers of the Corporation, and Employees to sign the ‘Code of Conduct - Certificate of
Compliance’. The Code of Conduct is shown in Appendix 1-H. Compliance is monitored on a

complaints basis.
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1 LETTERS OF COMMENT (2.4.9)

2 No letters of comment have been filed with the Board during the course of this proceeding.

LEGAL_1:359757154



Halton Hills Hydro Inc.
EB-2015-0074

Exhibit 1

Page 91 of 103

Filed: August 28, 2015

APPENDIX 1-A

SCHEDULE OF PROPOSED RATES AND CHARGES
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Proposed Tariff of Rates and Charges

IFor each class, Applicants are resuired to copy and paste the class deseripnons (Jocated divectly under the class name) and the
description of the applicability of those mtes (description is fourdd under the class name and directly under the word
"APPLICATION"). By using the drop-down lists lacated under the column hibeled "Rate Deseription”, please select the
descriptions of the rates and chasges thar BEST MATCHES the descriptions on your most recent Board-Approved Tanff of
Rates and Charges. If the deseription is not found in the drop-dewn list, please enter the description in the green shaded
cells under the correet elass exactly as it appears on the tacff.  Please do not enter more than ore "Service Charge” for cach
class for which a base monthly fixed charge applics. All mate rider descriptions should begin with "Rate Rider for...”.

Select the appropriate rate lasses as they appeac on your most recent Board-Approved Tacdff of Rates and Charges, including
the Microlic Class.

How many classes are listed on your most recent Board-Approved Tanlf of Rates and Charges? .+ 8

Tdentify Your Rate Classes in the Blue Cells below. Rate class names can be sclected from the pull-dwon menu, Please
ensure that a race class is assigned to each shaded cell,

List of Rate Classes

RESIDENTIAL - TIME OF USE
GENERAL SERYVICE LESS THAN 50 KW
GENERAL SERVICE 50 TO 999 KW
GENERAL SERVICE 1,000 TO 4,999 KW
UNMETERED SCATTERED LOAD
SENTINEL LIGHTING

STREET LIGHTING

microFIT

Onee all Blue shaded cells above are fited out, press the fotlowing button 1o create your triff cemplae



Halton Hills Hydro Inc.

TARIFF OF RATES AND CHARGES
Effective and Implementation Date May 1, 2016

This schedule supersedes and replaces all previously
approved schedules of Rates, Charges and Loss Factors

EB-2015-0074

RESIDENTIAL - TIME OF USE SERVICE CLASSIFICATION

"This classificarion applics to an account taking electeicity at 750 volts or Jess where the electeicity s used exclusively in a
separte meteced living accommaodation. Customes shall be residiag in single-dwelling units that consist of a detached house
or one unit of a semi-detached, duplex, triplex or quadruplex house, with 4 residential zoning. Separmtely metered dwellings
within a town house complex or apartment building also qualify as residential customers. The customer will be supplied ar
one secvice entmnce only. Further secvicing detals are available in the disicibutos’s Conditions of Service.

APPLICATION

The application of these rates and eharges shall be in accordance with the Licence of the Distributor and aay Code or Order
of the Board, and amendments thereto as approved by the Board, which may be applicable to the administration of this
schedule.

No rates and charges for the distribution of electricity and charges to meet the costs of any work ot service done or furnished
for the purpose of the distribution of clectricity shafl be made except as peemitted by this schedule, unless required by the
Distributor’s Licence or a Code or Order of the Beard, and amendments thereto as approved by the Board, or as specified
lerein.

Unless specifically noted, this schedule does net contain any charges for the elecincity commodity, be it undes the Regulated
Price Plan, a contract with a retailer or the wholesale market price, as applicable. Tn addition, the chasges in the MONTHLY
RATES AND CHARGES - Regulatory of this schedule do netapply to a customer that is an embedded wholesale macker
pacticipant.

[t 2hould be noted that this schedule does not list any charges, assessments or credits that ase cequired by law to be invoiced
by a distributor and that are not subject 1o Board approval, such as the Global Adjustment and the HST,

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge s 1645
Rate Rider for Smast Metering Entity Charge - effective uatl October 31,2018 s 7 079
Rate Rider for Ice Storm Recovery - effective until October 31, 2016 § ) 233
Distribution Volumetric Rate $/KWh - 0.0115
Low Voltage Service Rate §/KWh 0.0026
Rate Rider for Disposition of Deferral /Variance Accounts (2016) - effective until Apdl 30,2018 §/kWh . (n.0003)
Rate Rider for Disposition of Defereal/ Variance Group 2 Account (2016) - effective uatil Apil § 050
Rate Rider for Disposition of LRAMVA Account {2016) - effective until April 30, 218 $/kWh 0.0000
Rate Ridur for Disposition of Global Adjustment Account (2016) - cffective until April 30, 2018

Applicable only for Non-RPP Customers $/kWh D.OM3
Retail Transmission Rate - Network Scovice Rate S/RWh 0.0068
Retail Transmission Rate - Line and Transformation Connection Service Rate $/kWh 0.0052

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate §/kWh | 0,004+
Rural Rate Protection Charge $/5Wh 0.0013
Oatario Electricity Support Program (OESP) LT TTTRD)
Standard Supply Service - Administrative Chasge (F applicable) $ 0.25



GENERAL SERVICE LESS THAN 50 KW SERVICE CLASSIFICATION

"This classification applies to a non resilential account taking ¢lectricity at 750 volts or less whost average monthly maximum
demand is less than, or is foreeast to be less than, 30 kW, Further servicing details ace available in the distributor’s Conditions
of Service.

APPLICATION

The application of these cates and charges shall be in aceordance with the Licence of the Distributor and any Code or Order
of the Board, and amendments thereto as approved by the Board, which may be applicable to the administention of this
schedule.

No tates and charges for the disteibution of clectricity and ehacges to meet the costs ofany work ot sesvice done or furnished
for the purpose of the distribution of clectricity shall be made except as pemmitied by this schedule, unless requiced by the
Distributor’s Licence or a Code or Order of the Board, and amendments thereto as approved by the Board, or as specified
herein,

Unless specifically noted, this schedule does not contin any charges for the electsicity commadity, be it under the Regulated
Price IPlan, a contract with a retailer or the wholesale market price, as applicable.In addition, the chacges in the MONTHLY
RATIZS AND CHARGIES - Regulatory of this schedule do not apply to a customer that is an embedded wholesale macket
participant.

Tt shouk! be noted that this schedule does not list any charges, assessments oe credits that are required by w to be invoiced
by 4 distributor and that are not subject to Board approval, such as the Debt Reticement Chacge, the Global Adjustment and
the HST.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge $ 33.96
Rate Rider for Smart Metering Entity Chasge - effective until October 31,2018 $ ) 0.79
Rate Ridee for Ice Storm Recovery - effective until Getober 31, 2016 H 5.08
Distnbution Volumetric Rate $/kWh 0.0105
Low Voliage Seeviee Rate $/KWh 00024
Rate Rider for Disposition of 1eferral/ Variance Accounts (2016) - effective until Apeil 30, 2018 $/kWh . 0.0002
Rate Rider for Disposition of LRAMVA Account (2016) - effective until Apil 30, 2018 $/KWh (L0 1)
Rate Rider for Disposition of Global Adjustment Account {2016) - effective until Apeil 30, 2018

Applicable only for Non-RPP Customers $/kWh 0.0013
Retail Transmission Rate - Network Seevice Rate $/kWh 0.0061
Reril Ttansmission Rate - Line and T'mnsfosmation Connection Seevice Rate $/kWh 0.0049

MONTHLY RATES AND CHARGES - Regulatory Component

Whelesale Market Service Rate $/kWh
Rural Rate Protection Charge $/kWh '
Ontario Electricity Supporct Progaam (QIESP) -

Standard Supply Service - Administeative Charge Gf applicable} s



GENERAL SERVICE 50 TO 999 KW SERVICE CLASSIFICATION

‘This classification applies to a non-residential customer with an average peak demand cqual to or greater than 50 kW over the
past twelve months, or s foreeast o be equal to or greater than 50 kW, but less than 1,000 kW, Foe 2 new customer without
prior billing history, the peak demanc wili be based on 90% of the peoposed eapacity or installed teansformer. Further
servieing details are available in the distributor’s Conditinns of Service,

APPLICATION

"The application of these mtes and charges shall be in accordance with the Licence of the Distributor and any Code or Order
of the Board, and amendments theceto as approved by the Board, which may be applicable to the administration of this
schedule,

No mtes and charges for the distribution of electricity and charges to meet the costs of any work ot service done or fumished
foz the purposc of the distribution of electricity shall be made except as permitted by this schedule, unless required by the
Distributor’s Licence or a Code ot Order of the Board, and ameadmeats thereto as approved by the Board, or as specified
herein,

Unless specifically noted, this schedule does nat contain any charges for the electricity commodity, be it under the Regulated
Price Plan, a contract with a retiler or the wholesale market price, as applicable. In addition, the charges in the MONTIILY
RATHS AN CHARGES - Repulatory of this schedule do notapply to a customer that {s an embedded wholesale market
participant,

Tt should be noted that this schedule does not list any charges, assessments ot credits that ate requized by law to be invoiced
by a distdbutor and that are not subject to Board approval, such as the Debe Reticement Chasge, the Global Adjustment and
the [T, Billing demands are established at the greater of 100% of the kW, or 90% of the kVA amounts with the exception
of the Retail Transmission Rate-Network Service Rate, which is billed on 2 $/k¥ basis only.

MONTHLY RATES AND CHARGES - Delivery Contponent

Service Chatge § 9642
Rate Rider for Tee Stoom Recovery - effective until October 31, 2016 5 . 53,52
Distribution Volumetric Rate /W 42701
Low Valtage Service Rate /KW 1.05t6
Rate Rider for Disposition of Deferml/ Variance Accounts (2016) - effective untl April 30, 2018 $/kW 0.0634
Rate Rider for Disposition of LRAMYA Account (2016} - elfective until April 30, 2018 $/kW {0.026H
Rate Rider for Dhisposiion of Global Adustment Account (2016) - effectve until Apsil 30, 2018 - '

Applicable only for Non-RIPP Customers S/l 04552
Retail I'ansmission Rate - Network Service Rate /KW 26426
Retil Transmission Rate - Line and T'mnsformation Connection Service Rate S/KW 21070

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Market Service Rate S./k\‘(’l.a 0.0044
Rural Rare Protection Chacge §/kWh 0.0013
LT TBD

Ontario lectricity Support Progeam (OESP) ) .
Standard Supply Service - Administrative Charge (if applicable) $ . 0.25



GENERAL SERVICE 1,000 TO 4,999 KW SERVICE CLASSIFICATION

'This classification applies to 1 nea-residentéal customer with an average peak demand equal to or greater than 1,000 kW over
the past twelve months, or is forecast to be cqual to or greater than 1,000 kKW, but Jess than 5,000 kW. For a new customer
without prior Inlling history, the peak demand will be based on 90% of the installed transformer. Further servicing decails are
available in the distsibutor’s Conditions of Service.

APPLICATION

The application of these rates and chasges shall be in accordance with the Liceace of the Distrbutor and any Code or Order
of the Board, and amendments thercto as approved by the Board, which may be applicable to the administeation of this
schedule,

No rawes and charges for the distibution of electricity and charges to meet the costs of any work or service donce or fumished
for the purpose of the distribution of electricity shall be made except as permitted by this schedule, ualess required by the
Distributor’s Licence or a Code or Order of the Board, and amendments thereto as approved by the Board, or as specified
hezein,

Unless specifically noted, this schedule doss not contain any charges for the electricity commodity, be it under the Regulated
Price Plan, a conteact with a remiler or the whelesale macket price, as applicable.  In addition, the charges in the MONTHLY
RATES AND CHARGES - Repulatory of this schedule do notapply to a cusiomer that is an embedded wholesale macket
patticipant.

Tt should be noted that this schedule does not st any charges, assessments or credits that are required by law to be invoiced
by 2 distributor and that are not subject 10 Board approval, such as the Debt Retirement Charge, the Global Adjustment and
the HET. Billing demards are csiblished ar the greater of 100% of the KW, or 90% of the kVA amounts with the exception
of the Retail I'mnsmission Rate-Network Seovice Rate, which is billed on 2 $/KW basis only.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge $ . 21514
Rate Rider for Ice Storm Recovery - effective until Cctober 31, 2016 $ 511.97
Distribution Volumettic Rate $/kW | 37012
Low Voltage Service Rate S/kw 10516
Rate Rider for Disposition of Defereal/ Variance Accounts (2016) - cffective until Apsil 30, 2018 S/KW ! 0.0664
Rate Rider for Disposition of LRAMVYA Account (2016) - effective until Apsil 30, 2018 S/KW 0.0029
Rate Rider for Disposition of Global Adjustment Account (2016) - effective until Apdl 30, 2018 o

Applicable only for Non-RPP Customers S/ - : 0.480¢
Reril Transmassion Rate - Network Service Rate §/kW 2.6426
Retail Transmission Rare - Line and I'ransformation Connection Secvice Rate S/ 2.1070

MONTHLY RATES AND CHARGES - Repulatory Compongnt

Wholesale Market Service Rate $/kWh ! 0.0044
RRurl Rate Frotection Chasge /W 00013

QOntario Electricity Support Program (OIS} R i)

|

Srandard Supply Service - Administrtive Charge (ifapplicable) [ 0.25



UNMETERED SCATTERED LOAD SERVICE CLASSIFICATION

'This classification applies 10 an account taking electricity at 730 volts or Jess whose averge monthly maximum demand is Jess
than, ar is forecast to be less than, 50 KW and the consumption is unmetered. Such connections include cable TV power
packs, bus shelters, telephone booths, traffic lights, pedestrian X-Walk signals/beacons, milway crossings, ete. The fevel of the!
caonsumption will be agreed 1o by the distabutor and the customet, based on detailed manufacturer
information/documentation with regard to clectrical consumption of the unmetered load or pedodic monitodng of actual
consumption, [urther servicing details are available i the distelbutor’s Conditions of Service.

APPLICATION

'The application of these rates and charges shall be in aceordance with the Licence of the Distributor and any Code ot Order
of the Board, and amendments thereto as approved by the Board, which may be applicable to the administration of this
schedule.

No rates and charges for the distribution of electeicity and chacges to meet the costs of any work or service done or furnished
for the purpose of the distribution of clectricity shall be made except as permitted by this schiedule, unless required by the
Distributor’s Licence or 4 Code or Order of the Boaxd, and amendments thereto as approved by the Board, or as specified
heeein,

Unless specifically noted, this schedule does not contin any charges foe the electricity commodity, be it under the Repulated
Price Plan, 4 contract with a retailer or the wholesale marker price, as applicable.  In addition, the charges in the MONTIILY
RATES AND CHARGES - Regulatory of this schedule do not apply ta a customer that is an embedded wholesale matket
participant.

[t should be noted that this schedule does not list any chacges, assessments or credits that are required by law to be invoiced
by a distobutor and that are not subject 1o Board approval, such as the Bebt Reticement Charge, the Global Adjustment and
the [18T.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge $ 840
Rate Rider for Iee Storm Recovery - effective until October 31, 2016 s : 1.00
Distribution Volumetric Rate $/kWh 0.0056
Low Voltage Service Rate $/kWh 0.0024
Rate Rider for Disposition of Deferml/ Vadance Accounts {2016) - effeetive until Apeil 30, 2018 $/KWh': 0.0002
Rate Rider for Disposition of Glebal Adjustment Account (2016) - effective undil Ap<l 30,2018 -

Anplicalle only for Non-RPP Customers $/kWh 0.000
Retasl Transmission Rate - Network Service Rate §/kWh 0.0061
Retail Transmission Rate - Line and Transformation Connection Service Rare §/kWh 0.0049

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Macket Scrvice Rate $/kWh
Rural Rate Protection Chasge 5/kWh
Ontario [ketricity Support Program (QLESF) S/kWh T

Standard Supply Service - Adminisimtive Charge (if applicable) $



SENTINEL LIGHTING SERVICE CLASSIFICATION

"This classification yefers to accounts that are an unmetered lighting load suppléed to a sentinel light. Further sexvicing details
are available in the distributors Conditions of Service,

APPLICATION

The application of these mtes and charges shall be in accordance with the Licence of the Distributor and any Code o Order
of the Board, and amendments thereto as approved by the Board, which may be applicable to the administration of this
schedule.

No mtes and chacges for the distribution of clectricity and chacges 1o meet the costs of any work or sesvice done or fumished
for the purpose of the distribution of electricity shall be made except as pesmitted by this schedule, unless required by the
Distributor’s Licence or a Code or Order of the Board, and amendments thereto as approved by the Board, or as specified
hecgin,

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under the Repulated
Price Plan, a commct with a retailee o the wholesale macket price, 43 applicable.  In addition, the charges in the MONTHLY
RATES AND CHARGIES - Regulatory of this schedule do not apply to 2 customer that is an embedded wholesale macket
patticipant.

Tt should be noted that this schedule does not list any charges, assessments or credits that are cequired by law to be invoiced
by a distrbutor and that are not subject to Board approval, such as the Debt Retirement Charge, the Global Adjustment and
the HET.

MONTHLY RATES AND CHARGES - Delivery Component

Seevice Charge 5 . 6.52
Rate Rider for Ice Storm Recovery - effective until Qctober 31, 2016 $ 1.31
Distribution Volumetric Rate S/kW 247051
Low Volape Service Rate S/ 07570
Rate Rider for Disposition of Defeeral/ Variance Accounts (2016) - effective until Apeil 30,2018 $/kW | 0,126+
Rate Ridet for Disposition of Global Adjustmen: Account (2016) - effective until April 30, 2018 .

Applicable only for Nen-RPP Customers $/kw 09319
Retail 'I'ransmission Rate - Network Seevice Rate S/KW i 1.8853
Retail Transmission Rate - Line and Transformation Connection Seevice Rate S/ 1.5168

MONTHLY RATES AND CHARGES - Regulatory Component

Whaolesale Market Service Rare $/KWh 0.0044
Rural Rate Proteerion Charge S/0Wh 0.0013
Ontario Electricity Support Program (OESP) BRI v' ]

Stasdard Supply Service - Administetive Charge (f applicable) 3 ) 0.25



STREET LIGHTING SERVICE CLASSIFICATION

All services supplied 10 street lighting cquipment owned by or opesated for the Municipality, the Region or the Province of
Oniacto shall be classified as Street Lighting Service. Street Lighting plant, fcilitics, or equipment owned by the customer are
subjcet 10 the Electrical Safety Authority (I3SA) cequitements and Halton Hills Hydro specifications. Further servicing details
are available in the distnbutor’s Conditions of Service.

APPLICATION

The application of these rates and elarges shall be in accordance with the Licence of the Distributor and any Code or Grdec
of the Board, and amendments thereto as approved by the Board, which may be applicable to the administration of this
schedule.

No mies and charges for the disteibution of electricity and chasges to meet the costs of any work or service done or fuenished
for the purpose of the disttibution of electricity shall be made except as peemitted by this schedule, unless tequired by the
Distributor’s Licence or a Code or Qrder of the Board, and amendments thereto as approved by the Board, or as specified
herein,

Unless specifically noted, this schedule does not contin any charges for the clectricity commodity, be it under the Regulated
Price Plan, & contract with a retailer or the wholesale market price, as applicable.  1n addition, the chacges in the MONTHLY
RATES AND CITARGES - Regulatory of this schedule do not apply to a customer that is an embedded wholcsale marker
participant.

Tt should be noted that this schedule does not list any charges, nssessments or credits that are required by law to be invoiced
by a distributor and that are not subject to Board approval, such as the Debt Reticement Charge, the Global Adiustment and
the 118T.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge $ ’ 1.36
Rate Rider foe [ce Storm Recovery - effective unt] October 31, 2016 5 0.66
Distribution Volumeteae Rate S/kW 18.3515
Low Voltage Service Rate S/kW 0.746
Rate Rider for Disposition of Deferml/ Variance Accounts (2016) - effective until April 30,2018 $/kW 0.0618
Rate Rider for Disposition of Global Adjustment Account (2016) - efective until Apeil 30, 2018

Applicable only for Noa-RPP Customers S/kW 04552
Retail Teansmission Rate - Network Setvice Rate 1.8766
Retail Transmission Rate - Ling and T'ransfocmation Connection Seevice Rate 1.4859

MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Marker Service Rate S/kWh - 0.0044
Rural Rate Protection Charge $/kWh 0.0013
Outario Llectricity Support Progam (OESP) g TBDE

Standard Supply Serviee - Administeative Charge {if applicable) H 0.25



nmicroFIT SERVICE CLASSIFICATION

This classification applies to an electricity geneaation facility contracted under the Ontario Power Authority’s microlFIT
progmm and connected to the distributor’s distsibution system. Further scrvicing details are available in the disteibutor’s
Conditions of Service,

APPLICATION

"The application of these rtes and charges shall be in accordance with the Licence of the Distributor and any Code or Order
of the Boasd, and amendments theecto as approved by the Bioard, which may be applicable 2o the administeation of this
schedule,

No eates and chacges for the distabution of electricity and charges to meet the costs of any wosk or service done or furnished
for the pumeose of the distribution of cleeteicity shall be made except as permitted by this schedule, unless requiced by the
Distributor’s Licence or a Code or Order of the Board, and amendments thereto as approved by the Board, or as specified
heeein,

Unless specifically noted, this schedule does not contain any charges for the electricity commodity, be it under the Regulated
Prige Plan, a conteaet with: a rerailer or the wholesale macket price, as applicable.

Tt should be noted that this schedule does not list ary charges, assessments ot credits that ase required by law to be invoiced
by a distnbutor and that are not subject to Board approval, such as the Delt Retitement Charge, the Global Adjustment and
the HET.

MONTHLY RATES AND CHARGES - Delivery Component

Service Charge $ 540
MONTHLY RATES AND CHARGES - Regulatory Component

Wholesale Marker Serviee Rate

Rueal Rate Protection Chargs

Ontario Electricity Support Program (QESP)
Standacd Supply Service - Administmtive Charge (f applicable)

ALLOWANCES

Transformer Allowance for Qwnership - per KW of billing demand/month S/kW {0.5000)

Primary Metering Allowanee for tmnsformer losses — applied to measured demand and w (Lo
0
energy o X




SPECIFIC SERVICE CHARGES
APPLICATION

“The application of these mtes and chagges shall be in accordance with the Licence of the Distributor and any Code o Order
of the Board, and amendments thereto as approved by the Board, which may be applicable ro the administration of this
schedule.

No charges to meet the costs of any work or service done ot furnished for the purpose of the distsibution of electricity shall
be made except as peemitied by this schedule, unless required by the Disteibutor’s Licence or 2 Code or Orde of the Board,
and amendments thereto as approved by the Bonrd, or as specified lierein,

Tt should be nated that this schedule daes net lisc any charges, assessments or eredits chae are zeguired by law o be invoiced
by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, the Global Adjustment, the
Ontario Clean [inergy Beneficand the 1157

Customer Administeation

Asrears Certificate H 15.00
Statement of Account 5 15,00
Pulling post dated clheques s 15.00
Duplicate invoices for previous billing 5 15.00
Request for other billing information $ 15.00
asement Letter ‘5 15.00
Iacome 'Tax Letter $ 1500
Natification charge § 13.00
Account History 5 13.00
Credit Reference/Credit Cheek (plus credit agency costs) s 15.00
Retumed Cheque Chatge (plus bank charges) $ 15.00
Charge to certify cheque 5 13.00
Legal letter charge s 15.00
Account Ser Up Charge/Change of Oceupancy Charge (plus ceedit agency costs ifapplicable) — § 30.00
Special Meter Reads . § 30.00
Meter Dispute Charpe plus Measurement Canada fees (if meter found correct) H 3000
Non-Payment of Account
Late Payment Charge — per month % 1.5000
Late Payment Charge — per annum % _ 19.5600
Collection of Account Charge — no disconnection -$ 30.00
Collection of Account Charpe — no disconnection — after cegular hours $ 165.00
Disconnect/ Reeonneet at meter — during regulac hours 3 : 65.00
Disconnect/Reconnect at meter — after regulac houes s 185.00
Disconnest/Reconnect at pole — during cegular hours $ 185.00
Disconncet/Reconnect at pole — after regular hours ‘s 415.00
Install/Remove load control device — during regular hours $ 65.00
Install/ Remove load control device — after regular liours $ 185.00
Other
Service call - customer owned equipment $ 30.00
Secvice eall — after regular hours 5 165,00
Temporary secvice install & remove — oveshead - no transformer ‘s 500.00
Temporary secvice install & remove — undeeground — no transformer ‘$ 306.00
Temporary service install & remove — overhead — with teansformer ‘$ 1,000.00
Specific Charge for Access to the Power Poles - pec pole/year $ 22,35
Intecval Meter Charge $ 20.00



RETAIL SERVICE CHARGES (if applicablc)

The application of these eates and charges shall be in accordance with the Licence of the Distributer and any Code ot Ordee
of the Board, and amendments theseto as approved by the Board, which may be applicable to the adminisieation of this
schedule,

Ne rutes and chasges for the distribution of clectricity and charges to meet the costs of any work or service done or fucnished
for the purpose of the distribution of electeicity shall be made except as peemileed by this sehedule, unless required by the
Distributor’s Licenee or a2 Code or Order of the Board, and amendments theeeto as approved by the Board, or as specified
herein.

Ualess specifically noted, this schedule does aot contain any charges for the electdcity commodity, be it under the Regulated
Price Plan, 1 contract with 2 retatler or the wholesale nadket price, as applicable.

[t should be noted that this schedule does not list any charges, assessments or credits that are requised by law to be invoiced
by a distributor and that are not subject to Board approval, such as the Debt Retirement Charge, the Global Adjustment, the
Ontario Clean Energy Benefit and the ST,

Reil Seevice Charges refer to services provided by a distribwtor to remilers or customers related 10 the supply of competitive
clectricity.

One-tinxe charge, per retailes, to establish the service agreement between the distributor and the $ 100.00
retadler
Monthly Fixed Charge, per retuler s 2000
Monthly Varable Charge, per customer, per retailer 5/ cust, 0.3000
IMstributor-consolklated billing monthly charge, per customer, per tesiler §/cust. 0.3000
Retailer-consolidated billing monthly credit, per customer, per retailer §/cust. (O.3400)
Service Transaction Requests (STR)
Request fee, per request, applied 1o the requesting party $ (.23
Pracessin fee, per request, applicd to the sequesting pacty $ 0.30

Request for customer information as outlined in Section 10.6,3 and Chapter 11 of the Retail
Serlement Code discetly to retailers and customers, if not delivered elecreonically theough the
Lflectromic Business Tmnsaction (1X1) systom, apphied o the tequesting party

Up o twice a year - no charge
More than pwice a year, per tequest (plus incremenil delivery coses) § 200

LOSS FACTORS

1F the distributor is not capable of prorating changed loss factors jointly with distrbution sates, the revised loss factors will be
implemented upon the first subsequent billing for each billing cycle.

"'otal Loss Factor — Secondasy Metered Customer < 5,000 kW ' . . 1.055605
Total Loss Factor — Primary Metered Customer < 5,000 kW 104549
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Halton Hills Hydro Service Area
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KPMG LLP

Chartered Accountants

Box 976 Telephone (905) 523-8200
21 King Street West Suite 700 Telefax (905) 523-2222
Hamilton ON L8N 3R1 www.kpmg.ca

INDEPENDENT AUDITORS’ REPORT
To the Shareholder of Haiton Hills Hydro Inc,

We have audited the accompanying financial statements of Halton Hills Hydro Inc. (the "Entity”} which
comprise the balance sheet as at December 31, 2012, and the statements of operations and retained
earnings and cash flows for the year then ended, and notes, comprising a summary of significant
accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements In
accordance with Canadian generally accepted accounting principles, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

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

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

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

KPMG LLP is a Canadlan limited liability partnership and a member firm of the KPMG
network of independent mamber firms affiliated with KPMG Intematlonal Cooperative
["KPMG International’}, a Swiss enlity. KPMG Canada provides services to KPMG LLP.

KPMG Confidentlal



mann

Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of

Halton Hills Hydro Inc. as at December 31, 2012, and the results of its operations and its cash flows
for the year then ended in accordance with Canadian generally accepted accounting principles.

Kims 44C
s L

Chartered Accountants, Licensed Public Accountants

April 25, 2013
Hamilton, Canada
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HALTON HILLS HYDRO INC.

Balance Sheet

December 31, 2012, with comparative figures for 2011

2012 2011
Assets

Current assets:
Cash and cash equivalents $ - $ 1,257,808
Accounts receivable (note 4) 6,402,413 4,503,337
Unbilled revenue 5,189,927 6,585,900
PlLs receivable 425 567 211,593
Inventory (note 5) 1,004,034 703,545
Due from related companies (note 8) 76,734 85,188
Prepaid expenses and deposits 441,868 284,340
13,540,543 13,631,711
Regulatory assets (note 7) 2,607,768 6,729,060
Capital assets (note 8) 40,192,619 31,530,819
Future income taxes - 308,210

$ 56,340,930 $ 52,199,790

Liabilities and Shareholder's Equity

Current liabilities:

Bank indebtedness 3 2,274,374 3 -
Smart Meter bank loan (note 16 (d)) 234,776 230,204
Accounts payable and accrued liabilities (note 9) 8,104,130 7,923,795
Current portion of consumer deposits 230,000 230,000
10,843,280 8,383,909
Smart Meter bank loan (note 16 (d)) 3,459,601 3,694,148
Note payable (note 10) 16,141,970 16,141,870
Consumer deposits 490,918 307,065
Employee future benefits (note 11) 479,747 497,303
Future income taxes 336,741 -
Shareholder's equity:
Capital stock (note 12) 16,161,663 16,161,663
Retained earnings 8,427.010 7,013,642
24,588,673 23,175,306

$ 58,340,930 $ 52,199,790

See accompanying notes {o financial statements.
On behaif of the Boa

Chair

b,
/égﬁ Q Director




HALTON HILLS HYDRO INC.

Statement of Operations and Retained Earnings

Year ended December 31, 2012, with comparative figures for 2011

2012 2011
Revenue:
Service revenue (note 13) $ 56,181,635 $ 55,012,355
Other income 1,186,589 1,285,159
57,368,224 56,297,514
Expenditure;
Cost of power (note 13) 45,746,998 45,727,509
Salaries and benefits 4,759 645 4,342 896
Material costs 2,747,932 1,291,320
Contract services 3,137,463 1,677,082
Property costs 1,473,618 452 403
Other costs (note 14) 894 224 1,087,181
Communication costs 313,648 316,379
Capital taxes - (23,491)
Allocated to capital (7.400.948) {4,345,429)
51,672,580 50,525,850
Earnings before the undernoted 5,695,644 5,771,664
Other expenses:
Amortization 1,684,937 2,186,947
Interest expense 1.111.528 1,164,327
: 2,796,465 3,351,274
Earnings before income taxes 2,899,179 2,420,390
Income taxes:
Current 371,644 459,954
Future (recovery) 36,575 (18.35Q)
408,219 443 604
Net earnings 2,490,960 1,976,786
Retained earnings, beginning of year 7,013,642 5,980,561
Dividends on common shares {1,077,592) (943,705)
Retained earnings, end of year $ 8,427,010 $ 7,013,642

See accompanying hotes to financial statements.



HALTON HILLS HYDRO INC.

Statement of Cash Flows

Year ended December 31, 2012, with comparative figures for 2011

2012 2011
Cash provided by (used in}:
Operations:
Net earnings 3 2,490,960 1,976,786
Items not involving cash:
Amortization 1,862,125 2,186,947
Gain on disposal of capital assets - (24,477)
Future income taxes (recovery) 36,575 (16,350)
(Decrease) increase in employee future benefits (17,556) 8,748
Changes in non-cash operating working capital (note 15) (994,759) (1,537,236)
Change in regulatory assets 678,950 503,449
4,056,295 3,097,867
Financing:
Advancement {repayment} of Smart Meter loan (229,975) 424,352
Due from related companies 8,454 52,688
Consumer deposits 183,853 (177,040)
Dividends on common shares (1,077,592) {943,705)
Capital contributions 1,085,377 472,705
(29,883) (171,000)
Investments:
Purchase of capital assets (note 8) (7,558,594) (4,085,865)
Proceeds on sale of capital assets - 24 477
{7,558,594) (4,061,388)
Decrease in cash and cash equivalents (3,532,182) {1,134,621)
Cash and cash equivalents, beginning of year 1,257,808 2,392,329
Cash and cash equivalents (bank indebtedness), end ofyear $  (2,274,374) 1,257,808

See accompanying notes to financial statements.



HALTON HILLS HYDRO INC.

Notes to Financial Statements

Year ended December 31, 2012

Halton Hills Hydro Inc., the "Company”’, is a wholly-owned subsidiary of Halton Hills Community
Energy Corporation incorporated under the laws of the Province of Ontario.

The principal activity of the Company is to provide electric power distribution throughout the
municipality of Halten Hills.

1.

Regulation:
Regulafor:

The Ontarioc Energy Board (OEB) has regulatory oversight of the electricity industry in the
Province of Ontario. The Ontario Energy Board Act, 1998, the Electricity Act, 1998, the Electricity
Restructuring Act, 2004 and a number of other provincial statutes set out the OEB's mandate and
authority. The OEB prescribes and enforces license requirements and conditions towards the
following objectives as set out in the Electricity Restructuring Act, 2004:

. To protect the interests of consumers with respect to prices and the adequacy, reliability
and quality of electricity service; and

. To promote economic efficiency and cost effectiveness in the generation, transmission,
distribution, sale and demand management of electricity and to facilitate the maintenance
of a financially viable electricity industry.

The OEB's authority and responsibilities include the ability to approve and set rates for the
fransmission and distribution of electricity, to provide rate protection for various electricity
consumers, and to ensure electricity distribution companies fulfil their customer service
obligations.

Rate approval process:

In 2006, the OEB developed a three-year staggered plan to set electricity distribution rates using
two methodologies. In year one under the plan, utilities would have their rates set by way of a
cost of service review, where the utility applies for rates based on the costs incurred to deliver
electricity. In the other two years, ufilities would have their rates set by way of Incentive
Regulation Mechanism (IRM). These reviews provide a standard rate adjustment that accounts



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

1. Regulation (continued):
Rate approval process (continued):

for inflation and productivity improvements. Incentive regulation is intended to provide
distributors with the opporiunity to increase returns to shareholders through the
implementation of efficiency initiatives. These efficiencies are also intended fo henefit
ratepayers by reducing cosis.

Type of regulfation:

The 2012 Cost of Service Rate application for 2012 rates was filed with the CEB on August
28, 2011. The 2012 Cost of Service application included a move from CGAAP fc MIFRS
basis of accounting, an increase to capital expenditures and OM&A. A partial settlement was
submitted and accepted by the OEB. The first OEB interim rate decision in regards to 2012
rates was received on June 14, 2012 with rate adjustments in effect for May 1, 2012. The
second OEB interim rate decision was issued July 4, 2012, pending the outcome of a PP&E
review by the OEB Regulatory Audit and Accounting Department. The PP&E review has
been completed satisfactorlly. The effective date of the rates was May 1, 2012 with an
implementation date of July 1, 2012.

A 2013 IRM Rate Application was submitted on October 11, 2012. The OEB rate decision
was received on April 4, 2013.

Smart Meter initiatives:

The installation of Smart Meters for the Company began in April 2009 and was completed
during 2010 as required by the Energy Conservation Responsibility Act, 2006, These meters
will have the capacity to measure and report usage over certain periods, be read remotely
and provide customers with access to information about their consumption.

included in distribution rates effective May 1, 2012 are two Smart Meter Rate Rider charges.
The Smart Meter capital and OM&A costs were moved into the appropriate regulatory
accounts in 2012, The cost recovery was separated into two different rate riders, Residual
Historic and Stranded Meters with class specific recovery. The monthly Smart Meter
Residual Historic Rate Rider is in the amounts of $1.31 and $1.38 per customer per month
for Residential and General Service less than 50kW classes respectively. The Smart Meter
Stranded Meters Rate Rider is in the amounis of $1.13 and $1.46 per customer per month for
Residential and General Service less than 50kW classes respectively. Both Rate Riders
continue until date of April 30, 20186,

Green Energy and Green Economy Act

In early 2008, the government tabled the Green Energy and Green Economy Act ("GEGEA").
This new legislation makes fundamental changes to the roles and responsibllities of LDCs in
the areas of renewable power generation, conservation and demand management delivery,
and the development of smart distribution grids.

5



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

1. Regulation (continued):
Green Energy and Gresn Economy Act (continued):

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

New LDC License Requirements - Conservation and Demand Management Targets

On November 12, 2010, the OEB amended LDC licenses to include requirements for
achieving certain CDM targets over a four year period commengcing January 1, 20911, The
Company's CDM targets include a demand reduction target of 6.15MW and a consumption
reduction target of 22.48GWh. LDCs must also comply with a new CDM Code of the OEB,
which provides LDC requirements for the development and delivery of CDM Strategy to the
OEB for the achievement of LDC-gpecific CDM targets, annual accounting and reporting to
the OEB, and eligibility criteria for performance incentive payments. The Company has filed
its COM Strategy with the OEB.

Regufatory Accounting

In its capacity to approve or set rates, the OEB has the authority to specify regulatory
accounting treatments that may differ from Canadian generally accepted accounting
principles for enterprises operating in a non-rate regulated environment. The OEB has the
general power fo include or exclude costs, revenues, losses or gains in the rates of a specific
period, resulting in a change in the timing of accounting recognition from that which would
have applied in an unregulated company. Such change in timing involves the application of
rate regulated accounting, giving rise to the recognition of regulatory assets and liabilities.
The Company's regulatory assets represent certain amounts receivable from future
customers and costs that have been deferred for accounting purposss because it is probable
that they will be recovered in future rates. The Company’s regulatory liabilities represent
costs with respect to non-distribution market related charges and variances in recoveries that
are expected to be settled in future periods.

The OEBR Decision and Order EB-2011-0271 dated June 14, 2012 provided for the
disposition of $612,426 of the Company’'s Deferral and Variance account balances, as of
December 31, 2010, over a 24 month period ending April 30, 2014.



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

2,

Significant accounting policies:

(a)

Basis of accounting:

The financial statements are prepared in accordance with Canadian generally accepted
accounting principles ("GAAP™), as set out in Part V of the CICA Handbook, and reflect
the following significant accounting policies as set forth in the Accounting Procedures
Handbook issued by the Ontario Energy Board {OEB) under the authority of the Ontario
Energy Board Act, 1998.

The following accounting policies under the regulated environment differ from GAAP for
companies operating in an unregulated environment:

()

(i)

Capital contributions:

Capital contributions in aid of construction consist of third party contributions
toward the cost of constructing Company assets. Amortization of contributed
capital is on a straight-line basis over the life of the related asset. Capital
contributions for the year of $1,085,377 (2011 - $472,705) have been charged as
an offset to capital assets.

Regulatory assets:

Regulatory assets represent future revenues associated with costs incurred in the
current ar prior periods, which are expected to be recovered from customers in
future periods through the rate setting process.

Regulatory assets result from the provincially approved rate set by the OEB and
represent differences between costs incurred and amounts collected through rates.
Regulatory assets on the balance sheet at year end relate primarily to retail
settlement variance accounts and stranded meters. Regulatory assets wili be
recognized for rate-setting and financial statement purposes only to the extent
allowed by the regulator.

The regulatory assets are recovered through incremental amounts charged to
consumers as approved by the OEB.

The Ontaric Energy Board Amendments Act (Electricity Pricing), 2003, in
conjunction with Bill 4, allows for recovery of regulatory assets. The Company's
Group 1 Deferral and Variance accounts, as of December 31, 2008, were
recovered through the pericd ending April 30, 2012.



HALTON HILLS HYDRO INC.

Notes to Financial Statements {continued)

Year ended December 31, 2012

2. Significant accounting policies (continued):

(a)

(b)

(©)

Basis of accounting (continued);

(iiiy Payments-in-lieu of income taxes:

Under the Electricity Act, 1998, the Company is required fo make payments-in-lieu of
corporate income taxes (PILs) to the Ontaric Electricity Financial Gorporation {OEFC).
These payments are recorded in accordance with the rules for computing income
taxes, taxable capital and other relevant amounts contained in the Income Tax Act
{Canada) and the Corporation Tax Act (Ontario) and modified by the Electricity Act,
1998, and related regulations.

The Company provides for PlLs using the asset and liability method. Under this
method, future tax assets and liabilities are recognized, to the extent such are
determined likely to be realized, for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and
liabilities and their respective tax bases. Future tax assets and liabilities are measurad
using enacted or substantively enacted tax rates expected to apply to taxable income
in the years in which those temporary differences are expected to be recovered or
seftled. The effect on future tax assets and liabilities of a change in tax rates is
recognized in income in the period that includes the date of enactment or substantive
enactment.

As required by CICA Handbook Section 3465, a regulatory liability is recorded for
those future tax assets which are expected to be repaid to customers through future
rates.

Cash and cash equivalents:

Cash and cash equivalents consist of cash on hand, balances with banks, and investments
in money market instruments, with maturities of 90 days or less at acquisition. Investing and
financing activities that do not require the use of cash or cash equivalents are excluded from
the Statement of Cash Flows and disclosed separately.

nventory:

Inventory is stated at the lower of cost or net realizable value. Inventory cost includes all
costs of purchase, conversion and other costs incurred in bringing the inventory to its
present location and condition. When circumstances which previously caused inventory to
be written down below cost are no longer in existence, the amount of the write-down shall
be reversed.



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

2. Significant accounting policies {continued):
{d) Capital assets:

On January 1, 2012, the Company revised its accounting policies for property, plant and
squipment (PP&E) to comply with requirements of the regulator. As a result, the useful
service life of the assets has been revised and is based upon the actual life of the assets
experienced by the Company. The accounting policy change has been accounted for
prospectively in accordance with the direction of the regulator.

in accordance with the requirements of the regulator, the Company has recorded a
cumulative adjustment to capital assets with an offsetting amount recorded to regulatory
assets. This adjustment to capital assets and regulatory assets is being amortized over four
years. Capital assets are recorded at cost with the exception of this adjustment to capital
assets. Cost includes expenditures that are directly attributable to the acquisition of the
asset. The cost of self-constructed assets includes contracted services, materials and
transportation, direct labour, directly attributable overhead costs, and any other costs directly
attributable to bringing the asset to a working condition for its intended use. In circumstances
where parts of an item of PP&E have different useful lives, such are accounted for as
separate items (major compaonents) of PP&E.

Amortization is provided on a straight-line basis over the useful service life as follows:

Asset Rate
Distribution systems 25 - 50 years
Plant 20 -42 years
Fleet 8 -15 years
Other equipment 5-20 years
Computer equipment and software 1-5years
General office 5 years
Stores equipment 10 years
Contributed capital 20 - 50 years

Construction in progress assets are not amortized untif the project is complete and In
service.

Capital assets are tested for recoverability whenever events or changes in circumstances
indicate that their carrying amount may not be recoverable. An impairment loss is
recognized when the carrying value exceeds the total undiscounted cash flows expected
from their use and eventual disposition. The amount of the impairment loss is determined as
the excess of the carrying value of the asset over its fair value.



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

2,

Significant accounting policies (continued):

(&) Employee future benefits:

@)

The Corporation pays certain life insurance benefits, under unfunded defined benefit plans,
on behalf of its retired employees and extended health and dental benefits under unfunded
defined benefit plans, on behalf of early retirees. These post-retirement costs are
recognized in the period in which the employees rendered their services to the Corporation,
The excess of the net accumulated actuarial losses over 10% of the accrued benefit
obligation is amortized over the average remaining service period of active employees. The
expected average remaining service life of the active employees is 12 years.

Revenue recognition;

Service revenue is recorded on the basis of regular meter readings and estimated power
usage since the last meter reading date to the year end. The related cost of power is
recorded on the basis of power used.

Other income, which includes pole attachment rentals, customer requested services and
miscellaneous reventies, are recognized as the service activity is performed.

Use of estimates:

The preparation of financial statements in conformity with GAAP requires management o
make estimates and assumptions that affect the reported amounts ¢f assets and liabilities
and disclosure of contingent assets and iiabilities at the date of the financial statements and
the reported amounts of revenues and expenditures during the reporting period. Significant
estimates include unbilled revenue, useful service life of capital assets and employee future
benefits. Actual results could differ from those estimates.

10



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

2. Significant accounting policies (continued):
(h) Financial instruments:
Financial assets and liabilities:
The financial instrument accounting standards require that all finangial instruments are
classified into one of the following categories: heid-for-trading, available-for-sale,
held-to-maturity, other liabilities or loans and receivables. All financial instruments are
carried on the balance sheet at fair value, except for loans and receivables, held-to-maturity

investments and other liabilities, which are measured at amortized cost,

The Company has classified its financial instruments as follows:

Cash and cash equivalents Held-for-trading
Accounts receivable and unbilled revenue Loans and receivables
Due from related companies Loans and receivables
Bank indebtedness Other liabilities

Smart Meter bank loan Other liabilities
Accounts payable and accrued liabilities Other liabilities
Consumer deposits Other liabilities

Note payable Other liabilities

Held-for-trading finangial instruments are measured at fair value, with all gains and losses
and transaction costs included in net earnings. Loans and receivables and other liabilities
are measured at amortized cost using the effective interest rate method.

Derivatives and hedge accounting:

The Company does not have derivatives and does not engage in derivative trading or
speculative activities. Hedge accounting has not been used in the presentation of these
financial statements.

11



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

3. Future accounting policies
Transition to International Financial Reporting Standards (“iFRS")

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

In October 2010, the AcSB approved the incorporation of a one year deferral of adoption of Part
1 of the CICA Handbook for qualifying entities with activities subject to rate regulation. Part 1 of
the CICA Handbook now specifies that first-time adoption, for companies that meet this
requirement, is mandatory for inferim and annual financial statements relating to annual periods
beginning on or after January 1, 2012. This deferral has subsequently been deferred furiher to
annua! periods beginning on or after January 1, 2015.

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

The Company has decided to implement IFRS commencing January 1, 2015.

4. Accounts receivable:

2012 2011
Electric service revenue $ 4373304 $ 3,282,836
Miscellanecus 2,148,723 1,300,648
Town of Halton Hills 110,711 182,741

6,632,738 4,766,225

Less: allowance for doubtful accounts (230,325) (262,888)

$ 6402413 $ 4,503,337

The accounts receivable from the Town of Halton Hills arose in the normal course of operations
and are due under normal terms of trade.

12



HALTON HILLS HYDRO INC.

Noles to Financial Statements (continued)

Year ended December 31, 2012

5.

Inventory:

The Company has included certain major standby equipment as in-service fixed assets and
amortizes these assets over their useful lives, The Company has reclassified $626,896 (2011 -
$627,794) in asset components and equipment previously classified as materials and supplies
inventory.

The amount of inventory consumed by the Company and recognized as an expense during 2012
was $40,481 (2011 - $3,139).

Due from related companies:

The Company performs billing and collecting services, capital asset maintenance, finance
functions, as well as certain engineering and information system services for related companies.

Amounts due from related companies are unsecured, non-interest bearing have no specific terms
of repayment and are as follows:

2012 2011
SouthWestern Energy Inc. $ (32,738) $ (50,316)
Halton Hills Community Energy
Corporation (38,718) 2,050
1820259 Ontario Inc. - 14,247
Harvester Energy Canada Inc. 148,190 119,207

$ 76,734 $ 85,188

Administrative services provided by the Company fo related companies during the year and
measured at the exchange amount are as follows:

2012 2011

SouthWestern Energy Inc. $ 306,450 $ 282,888
Halton Hills Community Energy

Corporation - 61,620

1820259 Ontario Energy Inc. - 6,860

Harvester Energy Canada Inc 6,000 30,000

$ 312450 § 381,368

13



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

6. Due from related companies (continued):

The following summarizes the Company’s related party transactions, recerded at the exchange
amount, and balances with the Town of Halton Hills for the years ended December 31:

2012 2011

Transactions:
Revenue

Electrical billinas $1,776,858 $ 1,671,328
Expenses

Property taxes 89,628 87,753
Balances:
Amounts due from:

Accounts receivable 110,711 182,741

14



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

7.  Regulatory assets:

Regulatory assets (liabilities) are as follows:

2012 2011
Retail settlement variance 3 79,265 $ 1,692,835
Low voltage 36,254 (649,980)
Other (629,485) (528,588)
Smart Meter 1,098,101 5,075,850
Regulatory asset recovery account, net of receipts 842,793 664,348
IFRS 685,444 587,565
Customer liability of future taxes 495,396 (112,980)

$ 2,607,788 § 6,729,050

Management expects that regulatory assets arising during 2011 through 2012, other than those
approved through the 2012 rate setting process, will be recovered through future rate changes. If
in a future decision, the reguiator determines that the existing regulatory treatment is no longer
applicable, the regulatory assets would be charged to operations.

In the absence of rate regulation, GAAF would require that the actual purchased power costs
{including any variances arising from electricity commodity, retail transmission and wholesale
market costs) be recognized as an expense when incurred.

In the absence of rate regulation, net earnings for the year would have been lower by $609,396
(2011 - $413,957), future tax asset would be higher by $159,525 (2011 - $55,128), retained
earnings would be lower by $394,081 (2011 - $nil) and capital assets would be higher by $nil
(2011 - $4,600,847).

15



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

8.

10.

Capital assets:

2012 2011

Accumulated Net book Net book

Cost  amortization value value

Distribution systems $ 35,023,448 $ 1,095B25 $ 33,927,823 § 24,986,962
Plant 8,892,749 326,461 8,566,288 8,035,083
Fleet 1,228,502 184,231 1,044,271 1,004,693
Other equipment 1,158,748 103,450 1,055,298 1,239,187

Computer equipment and

software 607,892 480,016 127,876 188,424
General office 123,000 10,290 112,710 110,291
Stores equipment 5,161 214 4,947 5,019
Contributed capital {6,346,445) (128,903) (6,217,542) {5,117,598)
Construction in progress 1,570,048 - 1,570,948 1,078,756

$ 42,264,003 $ 2,071,384 $ 40,192,619 $ 31,530,819

During the year, the Company recorded capital asset additions of $7,558,594 (2011 -
$4.,085,865).

As described in note 2(d}, the Company recorded a cumulative adjustment of $836,717 to capital
assets with an offsetting amount recorded in regulatory assets.

Accounts payable and accrued liabilities:
Accaunts payable and accrued liabilities also includes $254,583 (2011 - $25,265) due to related
companies under common control. These payables arose in the normal course of operations and

are due under normal terms of trade.

Note payable:

The note payable 1s due to the Town of Halton Hills, bears interest at a prescribed rate set
annually by the Town and is due December 31, 2015. The prescribed rate of interest is 6.25%
from January — April and 5.01% from May — Dec. (2011 — 6.25%).

The Company incurred interest expense in respect of the note payable of $875,433 (2011 -
$1,008,873).

16



HALTON HILLS HYDRO INC.

Notes to Financial Statements {continued)

Year ended December 31, 2012

1.

Employee future benefits:

The Company pays certain medical and life insurance benefits on behalf of its retired
employees. The Company recognizes these post-retirement cosis in the period in which
employees' services were rendered. The accrued benefit liability and expenses for the year
ended December 31, 2012 were based on resulis and assumptions determined by actuarial
valuation as at December 31, 2012.

Information regarding the defined benefit plan of the Company is as follows:

2012 2011
Accrued benefit obligation, beginning of year 5 510,192 $ 391,745
Estimated expense for the year 29,008 13,584
Interest expense 28,499 21,941
Benefits paid during year {11,795) (12,805)
Actuarial loss - 195,727
Accrued benefit obligation, end of year 655,902 610,192
Unamortized actuarial (loss) gain "~ (176,155) {112,889)
Accrued benefit liability $ 479,747 $ 497,303

Amortization of the actuarial gain (loss) was ($19,753) (2011.- $13,972).
The main actuarial assumptions utilized for the valuaticn are as follows:

General Inflation ~ future general inflation levels, as measured by the changes in the
Consumer Price Index (CPI}, were assumed at 2.0% in 2012 and thereafter.

Discount (Interest} Rate — the cobligation as at December 31, 2012 of the present value of
future liabilities and the expense for the year then ended were determined using a discount rate
of 4.5% (2011 — 4.5%). This rate reflects the assumed mid term yleld on high quality bonds.
Salary levels - future general salary and wage levels were assumed to increase at the CPl rate
adjusted for merit and promotion gains of 2.55% per annum for the first five years and 3.00%
per annum thereafter.

Medical costs — medical costs were assumed to increase at the CPI rate plus 8% in 2012.
Thereafter, medical costs are assumed to decline by 0.37% per annum.

Dental costs — dental costs were assumed to increase at the CPI rate plus 5.0%.

17



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

12

13.

14.

Capital stock:

2012 2011
Authorized:
Unlimited number of preference shares
Unlimited number of common shares
Issued and fully paid;
1,152 common shares $ 16,161,663 $ 16,161,663

$ 16,161,663 $ 16,161,663

Service revenue:

2012 2011

Service revenue consists of:
Cost of power $ 45,746,998 $ 45727509
Distribution 10,434,637 9,284,846

$ 56,181,635 $ 55,012,355

Other costs:

On November 28, 2008 the OEB commenced a combined proceeding on its own motion to
determine the final account balances with respect to Deferred PILs for the period October 1, 2001
to April 30, 2006 for certain electricity distributors. The OEB subsequently determined the
Company, one of three electricity distributors, should provide their specific evidence on the
disposition of the PlLs balance and a series of procedural steps extended over many months.

A proposed settlement was filed with the OEB on September 30, 2010. In its Decision and
Procedural Order No.9 dated December 23, 2010, the OEB accepted the Settlement Agreement.

On June 24, 2011, the OEB directed the Company to submit the final balance in the PlLs account
as at April 30, 2008, reflecting the OEB's findings and the approved Settlement Agreement dated
September 30, 2010.

As a result of the proceeding and the filing of the 2012 Cost of Service Application, the Company

has recorded a ‘one-time’ PlLs adjustment in the amount of $Nil (2011 — $504,845). This PlLs
adjustment is reflected in other costs.

18



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

156. Changes in non-cash working capital:

(a) The net change is non-cash working capital consists of the following:

2012 2011
Accounts receivable $ (1,899,076) $  (126,932)
Unbilled revenue 1,395,973 (858,027)
PILs receivable (213,974) (160,360)
Inventory (300,439} (209,638)
Prepaid expenses and deposits (157,528) (32,615)
Accounts payable and accrued liabilities 180,335 (149,664)

$ (994,759) $§ (1,5637,236)

(b) Supplemental cash flow information:

2012 2011
Cash paid during the year for interest $ 969613 $ 1,069,234
Cash paid during the year for PiLs 827,592 630,000
Non-cash financing activities:
Decrease in regulatory assets for smart meters
transferred to property, plant and equipment 3,423,249 -
Decrease in regulatory assets relating to revised
accounting policy for property, plant and equipment 627,459 -
Increase in regulatory assets related to decrease in
future tax assets 608,376 220,514
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HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

16. Credit facilities:

a) Credit limit

b)

c)

The Company has available an operating credit facility from a financial institution in the
amount of $5,500,000 (2011 - $5,500,000). Credit is available to the Company in the form of
prime based loans, bankers' acceptances, letters of credit or stand-by letters of guarantee.
Interest on prime based loans is at prime. At year end, the letter of credit described in b)
below is outstanding and the operating line utilized is $2,100,000. Security is in the form of a
first charge over the Company's assets and undertakings and an assignment of liability, fire
insurance has been provided.

Security on electricity purchases

As of May 2002, in order for the Company to obtain the electricity it requires to distribute to its
customers, the Company is required to provide security to the Independent Electricity System
Operator based on its estimated usage. The security obtained was a letter of credit issued in
the amount of $1,754,315 (2011 - $1,754,315) from a financial institution.

Covenants

The above credit facilities require an interest coverage ratio of not less than 1.2 to 1.0, and a
total interest bearing debt to capitalization ratic not greater than 0.60 to 1. As at December
31, 2012, the Company is in compliance with these covenants.

Term Loan

In 2010, the Company had an available interim demand loan facility up to $4,000,000 by way
of Bankers Acceptance to facilitate the implementation of Smart Meters. Security is in the form
of a first charge over the Company’s assets and undertakings, business insurance and an
assignment of fire insurance. The Company drew $3,500,000 at the end of 2010. In August
2011 the loan was paid in full and replaced by a Fixed Term Loan of $4,000,000 due August
30, 2026. The loan has an interest rate of 2.17%, with a rate term renewable annually. Interest
of $27,147 was paid and expensed during the year. The loan is payable in the amount of
$26,050 monthly principal and interest. Principal payments on the loan are as follows:

2012

2013 3 234,776
2014 235,387
2015 240,450
2016 245,622
2017 - 2026 , 2,738,142
3,694,377

Less: current portion {234,776)
Long-term portion of loan $ 3,459,601
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HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

17.

18.

Pension agreement:

The Company and its employees contribute to the Ontario Municipal Employee's Retirement
System (OMERS). OMERS is a multi-employer pension plan which operates as the Ontario
Municipal Employees Retirement Fund (“the Fund"), and provides pensions for employees of
Ontario municipalities, local boards, public utilities and school boards. The Fund is a contributory
defined benefit pension plan, which is financed by equal contributions from participating
employers and employees, and by the investment earnings of the Fund. Contributions by the
Company were at a rate of 8.3% for employee earnings below the year's maximum pensionable
earnings and 12.8% thereafter. The Company's contribution for employees’ current service for
the year ended December 31, 2012 was $356,601 (2011 - $312,096).

Financial instruments:
Level 1

The carrying value of the cash and cash equivalents, accounts receivable and unbilled revenue,
due from related companies bank indebtedness, accounts payable and accrued liabilities, and
consumer deposits ali approximate fair value because of the short maturity of these instruments.
The Smart Meter Bank Loan has a carrying value that approximates fair value as the rate term is
renewable annually.

Level 3

The note payable has a fair value of $15,551,000 based on the company's internal borrowing rate
of 1.25%.

The Company's activities provide for a variety of financial risks, Exposure to credit risk, market
risk and liquidity risk occur in the normal course of the Company's operations as follows:

Credit risk

Financiai assets carry credit risk, in that a counter-party will fail to discharge an obligation,
resulting in a financial loss. Financial assets, such as accounts receivable, expose the Company
to credit risk. The Company earns its revenue from a broad base of customers located in the
municipality of Halton Hilis. No single customer accounts for revenue in excess of 2% of the
respective reported balances.
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HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

18. Financial instruments (continued):

The carrying amount of accounts receivable is reduced through the use of an allowance for
doubtful accounts. The amount of the related impairment loss is recognized in the statement of
operations. Subsequent recoveries of accounts receivable previously provisioned are credited to
the statement of operations. The balance of the allowance for doubtful accounts is disclosed in
note 4. No single customer accounts for more than 3% of accounts receivable at year end.

The Company's credit risk associated with accounts receivable is primarily related to payments
from distribution customers. At December 31, 2012, approximately $188,760 is considered 90
days past due. The Company has approximately 21,000 customers, the majority of which are
residential. Credit risk is managed through collection of security deposits from customers in
accordance with direction provided by the OEB. As at December 31, 2012, the Company holds
security deposits in the amount of $720,918 (2011 - $537,065).

Deposits from electricity distribution customers are applied against any unpaid portion of
individual customer accounts. Consumer deposits in excess of unpaid account balances are
refundable to individual customers upon termination of their electricity distribution service.
Consumer deposits are alsc refundable to residential electricity distribution customers
demonstrating an acceptable level of credit risks, as determined by the Company. Interest
expense of $4,303 (2011 - $3,220) was incurred on consumer deposits.

Markef risks

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

Liquidity risk

The Company monitors its liquidity risk to ensure access to sufficient funds to meet operational
and investing demands. The Company's objective is to ensure that sufficient liquidity is on hand
to meet obligations as they fall due while minimizing any interest expense. The Company has

access to a line of credit and monitors cash balances to ensure that sufficient levels of liquidity
are on hand to meet financial commitments as they come due.

The majority of accounts payable, as reported on the balance sheet, are due within 60 days.
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HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2012

19.

20,

21,

General liability insurance;

The Company is a member of the Municipal Electric Association Reciprocal Insurance Exchange
{MEARIE). MEARIE is a pooling of public liability insurance risks of many of the electrical utilities
in Ontario. All members of the pool are subjected to assessment for losses experienced by the
pool for the years in which they were members on a pro-rata basis based on the total of their
respective service revenues. it is anticipated that should such an assessment occur it would be
funded over a period of up to 5 years. As at December 31, 2012, no assessments have been
made.

Capital disclosures:

The main objectives of the Company when managing capital are to ensure ongoing access to
funding to maintain and improve the electricity distribution system, compliance with covenants
related to any credit facilities, prudent management of its capital structure with regard for
recoveries of financing charges permitted by the OEB on the regulated distribution business, and
to deliver the appropriate financial returns.

The Company's definition of capital includes shareholder's equity and long-term debt. As at
December 31, 2012, shareholder's equity amounts to $24,588,673 (2011 - $23,175,305) and
long-term debt amounts to $19,601,571 (2011 - $19,836,118).

Comparative figures:

Certain 2011 comparative figures have been reclassified to conform with the financial statement
presentation adopted for the current year.
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KPMG LLP
Chartered Accountants

Box 976 Telephone {905) 523-8200
21 King Street West Suite 700 Telefax (905) 523-2222
Hamilton ON LEMN 3R1 www.kpmg.ca

INDEPENDENT AUDITORS’ REPORT
To the Shareholder of Halton Hills Hydro Inc.

We have audited the accompanying financial statements of Halton Hills Hydro Inc. (the “Entity”) which
comprise the balance sheet as at December 31, 2013, and the statements of operations and retained
earnings and cash flows for the year then ended, and notes, comprising a summary of significant
accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and falr presentation of these financial statements in
accordance with Canadian generally accepted accounting principles, and for such internal control as
management determines is necessary to enable the preparation of financial statemenis that are free
from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

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

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

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

KPMG LLP |s a Canadian limited liabllity partnership and a member firm of the KPMG
network ¢f Independent member firme affillated with KPMG International Cooperative
{"KPMG Internationar’), a Swiss entity. KPMG Canada provides services to KPMG LLP.

KPMG Confidential



bz

Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of

Halton Hills Hydro Inc. as at December 31, 2013, and the resulis of its operations and its cash flows
for the year then ended in accordance with Canadian generally accepted accounting principles.

L 4
it

Chartered Professional Accountants, Licensed Public Accountants

April 24, 2014
Hamilton, Canada
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HALTON HILLS HYDRO INC.

Balance Sheet

December 31, 2013, with comparative figures for 2012

2013 2012
Assets

Current assets:
Accounts receivable {note 4) $ 6,569,272 $ 6,402,413
Unbilled revenue 7.177,715 5,189,927
PiLs receivable 504,933 425,567
Inventory {note 5) 821,824 1,004,034
Due from related companies {note 6) 88,154 76,734
Prepaid expenses and deposits 461,576 441,868
15,623,474 13,540,543
Regulatory assets (note 7) 7,711,900 2,607,768
Capital assets (note 8) 45,694,680 40,192,619

$ 69,030,054 $ 56,340,930

Liabilities and Shareholder's Equity

Current liabilities:

Bank indebtedness $ 3,937,318 3 2,274,374
Accounts payable and accrued liabilities (note 9) 10,508,352 8,104,130
Current portion of bank term loans (note 15 {d)) 424,885 234,776
Current portion of consumer deposits 230,000 230,000
15,100,565 10,843,280
Bank term loans (note 15 (d}) 7,432,423 3,459,601
Note payable (note 10) 16, 141,970 16, 141,970
Consumer deposits 505,282 490,918
Employee future benefits (note 11) 547,447 479,747
Future income taxes 2,385,431 336,741
Shareholder's equity:
Capital stock (note 12) 16,161,663 16,161,663
Retained earnings 10,755,273 8,427,010
26,916,936 24,588,673

$ 69,030,054 .$ 56,340,930

See accompanying notes to financial statements.
On behalf of the Board:

Chair

bh*-”g Director

\




HALTON HILLS HYDRO INC.

Statement of Operations and Retained Earnings

Year ended December 31, 2013, with comparative figures for 2012

2013 2012
Revenue:
Service revenue (note 13) 59,624,436 $ 56,181,635
Other income 1,071,089 1,186,589
60,695,525 57,368,224
Expenditure:
Cost of power (note 13) 50,494,619 45,746,998
Sataries and benefits 5,307,544 4,759,645
Material costs 2,663,788 2,747,932
Contract services 3,107,835 3,137,463
Property costs 701,458 1,473,618
Other costs 744,461 894,224
Communication costs 450,064 313,648
Allocated to capital (7.797.337) (7.400,948)
55,672,232 51,672,580
Earnings before the undernoted 5,023,293 5,695,644
Other expenses:
Amaortization 1,360,873 1,684,937
Interest expense 789,250 1,111,528
2,150,123 2,796,465
Earnings before income taxes 2,873,170 2,899,179
Income taxes:
Current (recovery) (733,827) 371,644
Future {recovery) (16,610} 36,575
(750,437} 408,219
Net earnings 3,623,607 2,490,960
Retained earnings, beginning of year 8,427,010 7,013,642
Dividends on common shares {1,295,344) (1,077,592)
Retained earnings, end of year 10,755,273 $ 8,427,010

See accompanying hotes to financial statements.



HALTON HILLS HYDRO INC.

Statement of Cash Flows

Year ended December 31, 2013, with comparative figures for 2012

2013 2012
Cash provided by (used in):
Operations:
Net earnings $ 3,623,607 $ 2,490,960
ltems not involving cash:
Amortization 1,722,514 1,862,125
Future income taxes (recovery) (16,610) 36,575
{Decrease) increase in employee future benefits 67,700 {17,556)
Changes in non-cash operating working capital {note 14) 332,711 (994,759)
Change in regulatory assets (3,038,832) 678,950
2,691,080 4,056,295
Financing:
Advancement (repayment) of term loans 4,162,941 (229,975)
Due from related companies (11,420) 8,454
Consumer deposits 14,364 183,853
Dividends on common shares (1,295,344) (1,077,592)
Capital contributions received 907,621 1,085,377
3,778,162 {(29,883)
Investments:
Purchase of capital assets (note 8) (8,132,196) {7,558,594)
{8,132,186) {7,558,594)
Decrease in cash and cash equivalents (1,662,944) (3,532,182)
Cash and cash equivalents (bank indebtedness),
beginning of year (2,274,374) 1,257,808
Bank indebtedness,
end of year $ (3,937,318) $ (2,274,374)

See accompanying notes to financial statements.



HALTON HILLS HYDRO INC.

Notes to Financial Statements

Year ended December 31, 2013

Halton Hills Hydro Inc., the "Company”, is a wholly-owned subsidiary of Halton Hills Community
Energy Corporation incorporated under the laws of the Province of Ontario.

The principal activity of the Company is to provide electric power distribution throughout the
municipality of Halton Hills.

1.

Regulation:
Regulator:

The Ontario Energy Board (OEB) has regulatory oversight of the electricity industry in the
Province of Ontario. The Ontaric Energy Board Act, 1998, the Electricity Act, 1998, the Electricity
Restructuring Act, 2004 and a number of other provincial statutes set out the OEB's mandate and
authority. The OEB prescribes and enforces license requirements and conditions towards the
following objectives as set out in the Electricity Restructuring Act, 2004:

. To protect the interests of consumers with respect to prices and the adequacy, reliability
and quality of electricity service; and

. To promote economic efficiency and cost effectiveness in the generation, transmission,
distribution, sale and demand management of electricity and to facilitate the maintenance
of a financially viable electricity industry.

The OEB's authority and responsibilities include the ability to approve and set rates for the
transmission and distribution of electricity, to provide rate protection for various electricity
consumers, and io ensure electricity distribution companies fulfill their customer service
obligations. The OEB may also prescribe license requirements and conditions of service to
electricity distributors which may include, among other things, record keeping, regulatory
accounting principles, separation of accounts for distinct businesses, and filing and process
requirements for rate setting purposes. In its capacity to approve or set rates, the OEB has the
authority to specify regulatory accounting treatments that may differ from Canadian generally
accepted accounting principles for enterprises operating in a non-rate-regulated environment.

Rate approval process:

The QEB regulates the electricity distribution rates charged by the Company using a combination
of annual incentive regulation mechanism (“IRM") adjustments and pericdic cost of service
reviews. Both such adjustments and reviews are based on applications made by the Company to
the OEB.

In 2008, the OEB developed a three-year plan for 3™ generation incentive regulation mechanism
{“IRM"} to set electricity distribution rates. The IRM process provides for a mechanistic and
formulaic adjustment to distribution rates and charges between cost of service applications
{rebasing plus three years). The IRM process allows a standard rate adjustment that accounts



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

1. Regulation {continued):
Rate approval process (continued);

for inflation and productivity improvements, Incentive regulation is intended to provide distributors
with the opportunity to increase returns to shareholders through the implementation of efficiency
initiatives. These efficiencies are also intended to benefit ratepayers by reducing costs.

Type of requlation:

The Company’s last Cost of Service Rate application was filed with the OEB on August 26, 2011.
The 2012 Cost of Service application included a move from CGAAP to MIFRS basis of
accounting, having an impact on capital expenditures and OM&A. A partial settlement was
submitted and accepted by the OEB. The first OEB interim rate decision in regards to 2012 rates
was received on June 14, 2012 with rate adjustments in effect for May 1, 2012. The second OEB
interim rate decision was issued July 4, 2012, effective date of the rates was May 1, 2012 with an
implementation date of July 1, 2012. The interim rate decisions issued by the CEB, were
dependent upon the outcome of a PP&E review by the OEB Regulatory Audit and Accounting
Department. The PP&E review was satisfactorily completed on January 14, 2013. In the OEB's
Decision and Order, dated April 4, 2013, the 2012 Tariff of Rates and Charges were declared as
final, effective May 1, 2012.

On Cctober 12, 2012 the Company filed an IRM application to adjust its distribution rates
effective May 1, 2013. The OEB's Decision and Order approving the application was received on
April 4, 2013.

On September 27, 2013 the Company filed an IRM application to adjust its distribution rates
effective May 1, 2014, The QEB's Decision and Order approving the application was received on
March 13, 2014.

Smart Meter initiatives:

The installation of Smart Meters for the Company began in April 2009 and was completed during
2010 as required by the Energy Conservation Responsibility Act, 2008. These meters will have
the capacity to measure and report usage over ceriain periods, be read remotely and provide
customers with access to Information about their consumption.

Included in distribution rates effective May 1, 2012 are two Smart Meter Rate Rider charges. The
Smart Meter capital and OM&A costs were moved into the appropriate regulatory accounts in
2012. The cost recovery was separated into two different rate riders, Residual Historic and
Stranded Meters with class specific recovery. The monthly Smart Meter Residual Historic Rate
Rider is in the amounts of $1.31 and $1.38 per customer per month for Residential and General
Service less than 50kW classes respectively. The Smart Meter Stranded Meters Rate Rider is in
the amounts of $1.13 and $1.46 per customer per month for Residential and General Service
less than 50kW classes respectively. Both Rate Riders continue until date of April 30, 20186.



HALTON HILLS HYDRO INC.

Notes to Financial Statements {continued)

Year ended December 31, 2013

1.

Regulation (continued):
Green Energy and Green Economy Act:

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

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

New LDC License Requirements - Conservation and Demand Management Targets:

On November 12, 2010, the OEB amended LDC licenses to include requirements for achieving
certain CDM targets over a four year period commencing January 1, 2011. The Company’s CDM
targets include a demand reduction target of 6.15MW and a consumption reduction target of
22.48GWh, LDCs must also comply with a new CDM Code of the OEB, which provides LDC
requirements for the development and delivery of CDM Strategy to the OEB for the achievement
of LDC-specific CDM targets, annual accounting and reporting to the OEB, and eligibility criteria
for performance incentive payments. The Company has filed its CDM Strategy with the OEB.

Regqulatory Accounting:

In its capacity to approve or set rates, the OEB has the authority to specify regulatory accounting
treatments that may differ from Canadian generally accepted accounting principles for
enterprises operating in a non-rate reguiated environment. The OEB has the general power fo
include or exclude costs, revenues, losses or gains in the rates of a specific period, resulting in a
change in the timing of accounting recognition from that which would have applied in an
unregulated company. Such change in timing involves the application of rate regulated
accounting, giving rise to the recognition of regulatory assets and liabilities. The Company's
regulatory assets represent certain amounts receivable from future customers and costs that
have been deferred for accounting purposes because it is probable that they will be recovered in
future rates. The Company's regulatory liabilities represent costs with respect to non-distribution
market related charges and variances in recoveries that are expected to be seltled in future
pericds.

The OEB Decision and Order EB-2011-0271 dated June 14, 2012 provided for the disposition of
$612,426 of the Company's Deferral and Variance account balances, as of December 31, 2010,
over a 24 month period ending April 30, 2014.



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

1.

Regulation {continued):

Regulatory Accounting (continued):

The OEB Decision and Order EB-2013-0136 dated March 13, 2014 provided for the disposition of
the Company's Group 1 Deferral and Variance account balances in the amount of $976,553 as of
December 31, 2012, including interest projected to April 30, 2014. These balances are to be
disposed of over a one-year peried from May 1, 2014 to April 30, 2015,

Significant accounting policies:

{a) Basis of accounting:

The financial statements are prepared in accordance with Canadian generally accepted
accounting principles ("GAAP”), as set out in Part V of the CPA Canada Handbook, and
reflect the following significant accounting policies as set forth in the Accounting Procedures
Handbook issued by the Ontario Energy Board (OEB) under the authority of the Ontario
Energy Board Act, 1998.

The following accounting policies under the regulated environment differ from GAAP for
companies operating in an unregulated environment;

(i

(i)

Capital contributions:

Capital contributions in aid of construction consist of third party contributions toward
the cost of constructing Company assets. Amortization of confributed capital is on a
straight-line basis over the life of the related asset. Capital contributions for the year of
$907,621 (2012 — $1,085,377) have been charged as an offset to capital assets.

Regtilatory assets:

Regulatory assets represent future revenues associated with costs incurred in the
current ar prior periods, which are expected to be recovered from customers in future
periods through the rate setting process.

Regulatory assets result from the provincially approved rate set by the OEB and
represent differences between costs incurred and amounts collected through rates.
Regulatory assets on the balance sheet at year end relate primarily to retail settlement
variance accounts, global adjustment and cost of power. Regulatory assets will be
recognized for rate-setting and financial statement purposes only to the extent allowed
by the regulator.

The regulatory assets are recovered through incremental amounts charged to
consumers as approved by the OEB.



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

2. Significant accounting policies {continued):
(a) Basis of accounting (continued):
(i) Regulatory assets (continued);

The Ontario Energy Board Amendments Act (Electricity Pricing), 2003, in conjunction
with Bill 4, allows for recovery of regulatory assets. The Company's Group 1 Deferral
and Variance accounts, as of December 31, 2010, are recovered through to the period
ending April 30, 2014 (EB-2011-0271). The Company’s Group 1 Deferral and Variance
accounts, as of December 31, 2012, will be recovered over a one-year period from
May 1, 2014 to April 30, 2015 (EB-2013-0136).

{iii} Payments-in-lieu of income taxes:

Under the Electricity Act, 1998, the Company is required to make payments-in-lieu of
corporate income taxes (PILs) to the Ontario Electricity Financial Corporation (OEFC).
These payments are recorded in accordance with the rules for computing income
taxes, taxable capital and other relevant amounts contained in the Income Tax Act
(Canada) and the Corporation Tax Act (Ontario) and modified by the Electricity Act,
1998, and related regulations.

The Company provides for PILs using the asset and liability method. Under this
method, future tax assets and liabilities are recognized, to the extent such are
determined likely to be realized, for the future tax consequences atiributable to
differences between the financial statement carrying amounts of existing assets and
liabilities and their respective tax bases. Fufure tax assets and liabilities are measured
using enacted or substantively enacted tax rates expected to apply to taxable income
in the years in which those temporary differences are expected to be recovered or
settled. The effect on future tax assets and liabilities of a change in tax rates is
recognized in income in the period that includes the date of enactment or substantive
enactment.

As required by CPA Canada Handbook Section 3465, a regulatory liability is recorded
for those future tax assets which are expected to be repaid to customers through future
rates.

(b) Cash and cash equivalents:

Cash and cash equivalents consist of cash on hand, balances with banks, and investments
in maney market instruments, with maturities of 90 days or less at acquisition. Investing and
financing activities that do not require the use of cash or cash equivalents are excluded from
the Statement of Cash Flows and disclosed separately.



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

2,

Significant accounting policies (continued):

(©)

Inventory:

Inventory is stated at the lower of cost or net realizable value. Inventory cost includes all
costs of purchase, conversion and other costs incurred in bringing the inventory to its
present location and condition. When circumstances which previously caused inventory to
be written down below cost are no longer in existence, the amount of the write-down shall
be reversed.

Capital assets:

On January 1, 2012, the Company revised its accounting policies for property, plant and
equipment (PP&E) to comply with requirements of the regulator. As a result, the useful
service life of the assets was revised and is based upon the actual life of the assets
experienced by the Company. The accounting policy change was accounted for
prospectively in accordance with the direction of the regulator,

In accordance with the requirements of the regulator, the Company has recorded a.
cumulative adjustment to capital assets with an offsetting amount recorded to regulatory
assets. This adjustment to capital assets and regulatory assets is being amortized over four
years. Capital assets are recorded at cost with the exception of this adjustment to capital
assets. Cost includes expenditures that are directly attributable to the acquisition of the
asset. The cost of self-constructed assets includes contracted services, materials and
transportation, direct labour, directly attributable overhead costs, and any other costs directly
attributable to bringing the asset to a working condition for its intended use. In circumstances
where parts of an item of PP&E have different useful lives, such are accounted for as
separate items (major components) of PP&E.

Amortization is provided on a straight-line basis over the useful service life as follows:

Asset Rate
Distribution systems 25 - 50 years
Plant 20 - 42 years
Fleet 8- 15 years
Other equipment 5- 20 years
Computer equipment and sofiware 1-~5years
General office 5 years
Stores equipment 10 years
Contributed capital 20 - 50 years

Construction in progress assels are not amortized until the project is complete and in
service.



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

2,

Significant accounting policies (continued):

(d

(e)

(f

Capital assets (continued):

The Company capitalizes borrowing costs relating to the construction of a capital asset that
takes a substantial period of time to bring to its intended use.

Capital assets are tested for recoverability whenever events or changes in circumstances
indicate that their carrying amount may not be recoverable. An impairment loss is
recognized when the carrying value exceeds the total undiscounted cash flows expected
from their use and eventual disposition. The amount of the impairment loss is determined as
the excess of the carrying value of the asset over its fair value.

Employee future benefits:

The Corporation pays certain life insurance benefits, under unfunded defined benefit plans,
on behalf of its retired employees and extended health and dental benefits under unfunded
defined benefit plans, on behalf of early retirees. These post-retirement costs are
recognized in the period in which the employees rendered their services to the Corporation.
The excess of the net accumulated actuarial losses over 10% of the accrued benefit
obligation is amortized over the average remaining service petiod of active employees. The
expected average remaining service life of the active employees is 12 years.

Revenue recognition;

Service revenue is recorded on the basis of regular meter readings and estimated power
usage since the last meter reading date to the year end. The related cost of power is
recorded on the basis of power used.

Other income, which includes pole attachment rentals, customer requested services and
miscellaneous revenues, are recognized as the service activity is performed.

Use of estimates.

The preparation of financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenditures during the reporting period. Significant
estimates include unbilled revenue, useful service life of capital assets and employee future
benefits. Actual results could differ from those estimates.
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HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

2,

Significant accounting policies (continued):

{h) Financial instruments:

Financial assets and liabilities:

The financial instrument accounting standards require that all financial instruments are
classified into one of the following categories: held-for-trading, available-for-sale, held-to-
maturity, other liabilities or loans and receivables, All financial instruments are carried on the
balance sheet at fair value, except for loans and receivables, held-to-maturity invesiments
and other liabilities, which are measured at amortized cost.

The Company has classified its financial instruments as follows:

Cash and cash equivalents Held-for-trading
Accounts receivable and unbilled revenue Loans and receivables
Due from related companies Loans and receivables
Bank indebtedness Other liabilities

Bank term lcans Other liabilities
Accounts payable and accrued liabilities Other liabilities
Consumer deposits Other liabilities

Note payable Other liabilities

Held-for-trading financial instruments are measured at fair value, with all gains and losses
and transaction costs included in net earings. Loans and receivables and other liabilities
are measured at amortized cost using the effective interest rate method.

Derivatives and hedge accounting:
The Company does not have derivatives and does not engage in derivative trading or

speculative activities. Hedge accounting has not been used in the presentation of these
financial statements.

11



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

3.

Future accounting policies:

a) Transition to International Financial Reporting Standards {"IFRS"):

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

In October 2010, the AcSB approved the incorporation of a one year deferral of adoption of
IFRS into Part 1 of the CPA Canada Handbook for qualifying entities with activities subject to
rate regulation. Part 1 of the CPA Canada Handbook specified that firsttime adoption, for
companies that met this requirement, was mandatory for interim and annual financial
statements relating to annual periods beginning on or after January 1, 2015.

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

The Company has decided to implement IFRS commencing January 1, 2015,

b) Accounting for rate regulated activities under IFRS:

The International Accounting Standards Board (IASB") has issued IFRS 14 Regufatory
Deferral Accounts in January 2014. This standard provides specific guidance on accounting
for the effects of rate regulation and permits first-time adopters of IFRS to continue using
previous GAAP to account for regulatory deferral account balances while the IASB completes
its comprehensive project in this area. Adoption of this standard is optional for entities eligible
to use it. Deferral account balances and movements in the balances will be required to be
presented as separate line items on the face of the financial statements distinguished from
assets, liabilities, income and expenses that are recognized in accordance with other IFRSs.
Extensive disclosures will be required to enable users of the financial statements fo
understand the features and nature of and risks associated with rate regulation and the effect
of rate regulation on the entity’s financial position, performance and cash flows.

12



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

4. Accounts receivable:

2013 2012
Electric service revenue '$ 5,155,554 $ 4,373,304
Miscellaneous 1,633,338 2,148,723
Town of Halton Hills 79,821 110,711

6,768,713 6,632,738

Less: allowance for doubtful accounts (199,441} {230,325)

$ 6,569,272 § 6,402,413

The accounts receivable from the Town of Halton Hills arose in the normal course of operations
and are due under normal terms of frade.

5. Inventory:

The Company has included certain major standby equipment as in-service fixed assets and
amortizes these assets over their useful lives. The Company has reclassified $625,336 (2012 —
$626,896) to capital assets during the year.

The amount of inventory consumed by the Company and recognized as an expense during 2013
was $101,544 (2012 — $40,481),

6. Due from related companies:

The Company performs biling and collecting services, capital asset maintenance, finance
functions, as well as certain engineering and information system services for related companies.

Amounts due from related companies are unsecured, non-interest bearing have no specific ferms
of repayment and are as follows:

2013 2012
SouthWestern Energy Inc. $ 80,000 $ (32,738)
Halton Hills Community Energy Corporation 5,078 (38,718)
Harvester Energy Canada Inc. 3,076 148,180

$ 88154 $ 76,734

13



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

6. Due from related companies (continued):

Administrative services provided by the Company to related companies during the year and
measured at the exchange amount are as follows:

2013 2012
SouthWestern Energy Inc. $ 290687 $ 306,450
Harvester Energy Canada Inc. - 6,000

$ 200687 $ 312,450

Included in contract services is $205,410 (2012 — $75,804) paid to SouthWestern Energy Inc. for
electrical contracting services and smart meter repairs.

The following summarizes the Company's related party transactions, recorded at the exchange
amount, and balances with the Town of Halton Hills for the years ended December 31:

2013 2012
Transactions:
Revenue
Electrical billings $ 1,765,921 $ 1,776,858
Expenses
Property taxes $ 90,204 $ 89,628
Balances:
Amounts due from:
Accounts receivable $ 79821 & 110,711
7. Regulatory assets:
Regulatory assets (liabilities) are as follows:
2013 2012
Retail settlement variance $ 1,518,672 $ 79,265
Low voltage 170,062 36,254
Other 1,312,731 (629,485)
Stranded meters 792,098 1,098,101
Regulatory asset recovery account, net of receipts 662,849 842,793
iIFRS 694,794 685,444
Customer liability for future taxes 2,560,696 495,398

$ 7,711,900 3 2,607,768

14



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

7. Regulatory assets (continued):

Management expects that regulatory assets arising during 2012 through 2013, other than those
approved through the 2012 rate setting process, will be recovered through future rate changes. If
in a future decision, the regulator determines that the existing regulatory treatment is no longer
applicable, the regulatory assets would be charged to operations in the year of determination.

In the absence of rate regulation, GAAP would require that the actual purchased power costs
(including any variances arising from electricity commodity, retail transmission and wholesale
market costs) be recognized as an expense when incurred.

In the absence of rate regulation, net earnings for the year would have been lower by $4,556,828
(2012 — $609,3986), future tax asset would be higher by $547,304 (2012 — $159,525), and
retained earnings would be lower by $nil (2012 — $394,081).

8. Capital assets:

2013 2012

Accumulated Net book Net book

Cost  amortization value value

Distribution systems $ 41,020,073 § 2,075961 §$ 38,944,112 § 33,927,823
Plant 9,016,598 660,893 8,355,705 8,566,288
Fleet 1,296,248 343,740 952,508 1,044,271
Other equipment 1,226,530 210,206 1,016,324 1,055,298

Computer equipment and

software 908,949 774,587 134,362 127,876
General office 125,050 22,696 102,354 112,710
Stores equipment 5,161 429 4,732 4,947
Contributed capital (7,254,067) (294,583) (6,959,484) (6,217,542)
Construction in progress 3,144,067 - 3,144,067 1,670,948

$ 40488609 § 3,793,929 $ 45694680 $§ 40,192,619

During the year, the Company recorded capital asset additions of $8,132,196 (2012 -
$7,558,504).

Borrowing costs capitalized during the year were $55,024 (2012 — $nil).

As described in note 2(d), the Company recorded a cumulative adjustment of $836,717 in 2012 to
capital assets with an offsetting amount recorded in regulatory assets.
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HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

10.

i1.

Accounts payable and accrued liabilities:

Accounts payable and accrued liabilities also includes $nil (2012 - $254,583) due to companies
under common control. These payables arose in the normal course of operations and are due
under normal terms of trade.

Note payable:

The note payable Is due to the Town of Halton Hilis, bears interest at a prescribed rate set
annually by the Town and is due December 31, 2015. The prescribed rate of interest is 4.12%
(6.25% — January 01, 2012 to April 30, 2012 and 5.01% — May 01, 2012 — December 31, 2012).

The Company incurred interest expense in respect of the note payable of $665,048 (2012 -
$875,433).

Employee future benefits:

The Company pays certain medical and life insurance benefits on behalf of its retired
employees. The Company recognizes these post-retirement costs in the period in which
employees' services were rendered. The accrued benefit liability and expenses for the year
ended December 31, 2013 were based on results and assumptions determined by actuarial
valuation as at December 31, 2011.

information regarding the defined benefit plan of the Company is as follows:

2013 2012
Accrued benefit obligation at January 1 $ 655902 § 610,192
Expense for the year 30,311 29,0086
Interest for the year 30,592 28,499
Benefits paid during the year {12,776) {11,795)
Accrued benefit obligation 704,029 655,902
Unamortized actuarial loss (156,582) {176,155)
Net liability as at December 31 $ 547447 $ 479,747

Amortization of the actuarial loss was ($19,573) (2012 — ($19,573)).

16



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

11.

Employee future benefits (continued):
The main actuarial assumptions utilized for the valuation arg as follows:

General Inflation — future general inflation levels, as measured by the changes in the
Consumer Price Index (CPl), were assumed at 2.0% in 2012 and thereafter.

Discount (Interest) Rate — the obligation as at December 31, 2013 of the present value of
future liabilities and the expense for the year then ended were determined using a discount rate
of 4.5% (2012 — 4.5%). This rate reflects the assumed mid term yield on high quality bonds.

Salary levels — future general salary and wage levels were assumed to increase at the CPI rate
adjusted for merit and promotion gains of 2.55% per annum for the first five years and 3.00%
per annum thereafter,

Medical costs — medical costs were assumed to increase at the CPI rate plus 8% in 2012,
Thereafter, medical costs are assumed to decline by 0.37% per annum.

Dental costs — dental costs were assumed to increase at the CPI rate plus 5.0%.

12, Capital stock:

2013 2012
Authorized:
Unlimited number of preference shares
Unlimited number of common shares
Issued and fully paid;
1,152 commeon shares $ 16,161,663 $ 16,161,663

$ 16,161,663 $ 16,161,663

13. Service revenue:

2013 2012

Service revenue consists of: :
Cost of power $ 50,494,619 $ 45,746,998
Distribution 9,129,817 10,434,637

$ 59,624,436 $ 56,181,635
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HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

14. Changes in non-cash working capital:

{(a) The net change is non-cash working capital consists of the following:

2013 2012

Accounts receivable
Unbilled revenue
PILs receivable
Inventory

Prepaid expenses and deposits
Accounts payable and accrued liabilities

§ (166,859) $§ (1,899,076)
(1,987,788) 1,395,973
(79,368) (213,974)

182,210 (300,489)
(19,708) (157,528)
2,404,222 180,335

3 332,711 $  (994,759)

{b) Supplemental cash flow information:

2013 2012

Cash paid during the year for interest
Cash paid during the year for PILs
Cash received during the vear for PILs

Non-cash financing activities:
Decrease in regulatory assets for smart meters
transferred to property, plant and equipment
Decrease in regulatory assets relating to revised
accounting policy for property, plant and equipment
Increase in regulatory assets related to decrease in

future tax assets

5 805311 $ 969,613

323,335 827,602
977797 -

- 3,423,249

- 827,459
2,065,300 608,376

15. Credit facilities:

a) Credit limit;

The Company has available an operating credit facility from a financial institution in the
amount of $5,500,000 (2012 - $5,500,000). Credit is available to the Company in the form of
prime based loans, bankers' acceptances, letters of credit or stand-by letters of guarantee. At
year end, the letter of credit described in b) below is outstanding and the operating line utilized
is $2,980,000 (2012 - $2,100,000). Security is in the form of a first charge over the
Company's assets and undertakings and an assignment of liability and fire insurance has

been provided.
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HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

15. Credit facilities {continued):
b) Security on electricity purchases:

As of May 2002, in order for the Company to obtain the electricity it requires fo distribute to its
customers, the Company is required to provide security to the Independent Electricity System
Operator based on its estimated usage. The security obtained was a letter of credit issued in
the amount of $1,754,315 (2012 - $1,754,315) from a financial institution.

c) Covenants:

The above credit facilities require an interest coverage ratio of not less than 1.210 1.0, and a
total interest bearing debt to capitalization ratio not greater than 0.60 to 1. As at December
31, 2013, the Company is in compliance with these covenants.

d) Term Loans:

{i) Smart Meter Term Loan: Reducing Term Facility, contractual term of 5 years to August 30,
2017 with an amortization period of 15 years to August 30, 2026. The loan interest rate of
2.16%, with a rate term renewable annually. Interest of $76,876 (2012 — $27,147) was paid
and expensed during the year. The loan is payable in the amount of $26,030 monthly principal
and interest. Security is in the form of a first charge over the Company's assets and
undertakings and an assignment of liability and fire insurance has been provided.

{ii) Capital Term Loan 1: Reducing Term Facility, contractual term of 10 years to February 22,
2023 with an amortization period of 20 years to February 22, 2033. The loan interest rate of
2.07%, with a rate term renawable annually. Interest of $33,836 (2012 — $nil) was pald and
capitalized during the year. The loan is payable in the amount of $10,183 monthly principal
and interest. Security is in the form of a first charge over the Company's assets and
undertakings and an assignment of liability and fire insurance has been provided.

(i) Capita! Term Loan 2: Reducing Term Facility, contractual term of 10 years to August 15,
2023 with an amortization period of 20 years to August 15, 2033. The loan interest rate of
2.15%, with a rate term renewable annually. Interest of $17,877 (2012 — $nil) was paid and
capitalized during the year. The loan is payable in the amount of $12,826 monthly principal
and interest. Security is in the form of a first charge over the Company's assets and
undertakings and an assignment of liability and fire insurance has been provided.
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HALTON HILLS HYDRO INC.

Notes to Financial Statements {continued)

Year ended December 31, 2013

15. Credit facilities (continued):
d) Term Loans (continued):

Principal payments on the term loans are as follows:

2013

2014 $ 424,895
2015 434,078
2016 443,046
2017 453,034
2018 462,825
2019 - 2033 5,639,440
7,857,318
Less: current portion ‘ {424,895)
Long-term portion of lcan $ 7,432,423

16. Pension agreement:

The Company and its employees contribute to the Ontario Municipal Employee's Retirement
System (OMERS). OMERS is a multi-employer pension plan which operates as the Ontario
Municipal Employees Retirement Fund (“the Fund®), and provides pensions for employees of
Ontario municipalities, local boards, public utilities and school boards. The Fund is a contributory
defined benefit pension plan, which is financed by equal contributions from participating
employers and employees, and by the investment earnings of the Fund. Contributions by the
Company were at a rate of 9.0% for employee earnings below the year's maximum pensionable
earnings and 14.6% thereafter. The Company's contribution for employees' current service for
the year ended December 31, 2013 was $382,894 (2012 - $356,601).

17. Financial instruments:
Level 1

The carrying value of the cash and cash equivalents, accounts receivable and unbilled revenue,
due from refated companies, bank indebtedness, accounts payable and accrued liabilities, and
consumer deposits all approximate fair value because of the shart maturity of these instruments.
The bank term loans have a carrying value that approximates fair value as the rate term is
renewable annually.
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HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

17. Financial instruments {continued):

Level 3

The note payable has a fair value of $15,470,000 based on the company’s internal borrowing rate
of 2.15%.

The Company's activities provide for a variety of financial risks. Exposure to credit risk, market
risk and liquidity risk occur in the normal course of the Company's operations as follows:

Credif risk

Financial assets carry credit risk, in that a counter-party will fail to discharge an obligation,
resulting in a financial loss. Financial assets, such as accounts receivable, expose the Company
to credit risk. The Company earns its revenue from a broad base of customers located in the
Town of Halton Hills. No single customer accounts for revenue in excess of 2% of the respective
reported balances,

The carrying amount of accounts receivable is reduced through the use of an allowance for
doubtful accounts. The amount of the related impairment loss is recognized in the statement of
operations. Subsequent recoveries of accounts receivable previously provisioned are credited to
the statement of operations. The balance of the allowance for doubtful accounts is disclosed in
note 4. No single customer accounts for more than 3% of accounts receivable at year end.

The Company's credit risk associated with accounts receivable is primarily related {o payments
from distribution customers. At December 31, 2013, approximately $172,458 (2012 — $188,760)
is considered 90 days past due. The Company has approximately 21,832 customers, the majority
of which are residential. Credit risk is managed through collection of security deposits from
customers in accordance with direction provided by the OEB. As at December 31, 2013, the
Company holds security deposits in the amount of $735,282 (2012 — $720,918).

Deposits from electricity distribution customers are applied against any unpaid portion of
individual customer accounts. Consumer deposits in excess of unpaid account balances are
refundable to individual customers upon termination of thelr electricity distribution service.
Consumer deposits are also refundable to residential electricity distribution customers
demonstrating an acceptable level of credit risk, as determined by the Company. Interest
expense of $4,757 (2012 — $4,303) was incurred on consumer deposits.

Market risks

Market risks primarily refer to the risk of loss that may result from changes in commodity prices,
foreign exchange rates, and interest rates. The Company currently does not have commaodity or
foreign exchange risk. The Company is exposed to fluctuations in interest rates as the regulated
rate of return for the Company's distribution business is derived using a complex formulaic
approach which is in part based on the forecast for long term Government of Canada bond yields
at the time of filing. This rate of return is approved by the OEB as part of the approval of
distribution rates.
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HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2013

17,

18.

19.

20,

Financial instruments {continued):
Liquidity risk

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

The majority of accounts payable, as reported on the balance sheet, are due within 80 days.
General liability insurance:

The Company is a member of the Municipal Electric Association Reciprocal Insurance Exchange
(MEARIE). MEARIE is a poofing of public liability insurance risks of many of the electrical utilities
in Ontario. All members of the pool are subjected to assessment for [osses experienced by the
pool for the years in which they were members on a pro-rata basis based on the total of their
respeciive service revenues. It is anticipated that should such an assessment occur it would be
funded over a period of up to 5 years. As at December 31, 2013, no assessments have been
made.

Capital disclosures:

The main objectives of the Company when managing capital are to ensure ongeoing access to
funding to maintain and improve the electricity distribution system, compliance with covenants
related to any credit facilities, prudent management of its capital structure with regard for
recoveries of financing charges permitted by the QEB on the regulated distribution business, and
to deliver the appropriate financial returns.

The Company's definition of capital includes shareholder's equity, bank term loans, and note
payable. As at December 31, 2013, shareholder's equity amounts fo $26,916,936 (2012 -
$24,588,673), bank term Ioans amounts to $7,857,318 (2012 — $3,694,377) and note payable
amounts to $16,141,970 (2012 — $16,141,970).

Comparative figures:

Certain 2012 comparative figures have been reclassified to conform with the financial statement
presentation adopted for the current year.
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INDEPENDENT AUDITORS’ REPORT
To the Shareholder of Halton Hills Hydro Inc.

We have audited the accompanying financial statements of Halton Hills Hydro Inc. (the “Entity”) which
comprise the balance sheet as at December 31, 2014, and the statements of operations and retained
earnings and cash flows for the year then ended, and notes, comprising a summary of significant
accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Canadian generally accepted accounting principles, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

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

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

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

KPMG LLP Is a Canadlan limited liability partnership and a member fimn of the KPMG
network of independent member firms affiliated with KFMG Intetrational Coeperative
{"KPMG Internatlonal’), a Swiss entity,. KPMG Canada provides services to KPMG LLP.

KPMG Confidential



Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of

Halton Hills Hydro Inc. as at December 31, 2014, and the results of its operations and its cash flows
for the year then ended in accordance with Canadian generally accepted accounting principles.

K& 44°
s L

Chartered Professional Accountants, Licensed Public Accountants

April 16, 2015
Hamilton, Canada
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HALTON HILLS HYDRO INC.

Balance Sheet

December 31, 2014, with comparative information for 2013

2014 2013
Assets
Current assets:
Accounts receivable {note 4) $ 6,007,479 $ 6,589,272
Unbilled revenue 8,043,091 7177,715
PILs receivable 969,525 504,933
Inventory (note 5) 1,226,655 521,824
Due from related companies (note 6) - 88,154
Prepald expenses and deposifs 400,640 461,576
16,647,390 15,623,474
Regulatory assets (note 7) 8,198,840 7,711,900
Capilal assets (note 8) 52,217,048 45,694,680
$ 77,063,278 $ 69,030,054
Liabilities and Shareholder's Equity
Current liabilities;
Bank indebtedness 3 3,708,651 $ 3,937,318
Accounts payable and accrued liabilities {note 9) 12,615,574 10,508,352
Due to related companies (note 6) 80,072 -
Current portion of bank term loans {note 15 {d)} 552,754 424,895
Current portion of consumer deposits 228,837 230,000
17,185,888 15,100,565
Bank term loans {note 15 (d)) 9,841,457 7,432,423
Note payable (note 10) 16,141,970 16,141,970
Consumer deposits 227,293 505,282
Empioyee future benefits (note 11) 604,005 547,447
Fufure income taxes 4,022,972 2,385,431
Shareholder's equity:
Capital stock {note 12} 16,161,663 16,161,663
Retained earnings 12,878,030 10,755,273
29,039,693 26,916,936

$ 77,083,278 $ 69,030,054

See accompanying notes to financial statements.
On behalf of the Board:

/gzgj_/a.ﬂf‘\ L‘“Lzﬁ%””“"? Chair
¢
_4‘77 d}z;ﬂ»\ &7 J//@ Director
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HALTON HILLS HYDRO INC.

Statement of Operations and Retained Earnings

Year ended December 31, 2014, with comparative information for 2013

2014 2013
Revenue:
Service revenue {note 13) $ 64,934,884 $ 59,624,436
Other income 1,206,824 1,071,089
66,141,708 60,695,525
Expenditure;
Cost of power {note 13) 55,410,232 50,494,619
Salaries and benefits 2,796,402 2,676,884
Material costs 41,233 79,858
Contract services 871,069 624,888
Property costs 706,837 701,458
Other cosis 438,482 644 461
Communication costs 434,260 450,064
60,698,515 55,672,232
Earnings before the undernoted 5,443,193 5,023,293
Other expenses:
Amortization 1,419,473 1,360,873
Interest expense 824 898 789,250
2,244 371 2,150,123
Earnings before income taxes 3,198,822 2.873170
Income taxes:
Current (recovery) (452,226) {733,827)
Future (recovery) 231,731 (16.610)
(220,495) (750,437)
Net earnings 3,419,317 3,623,607
Retained earnings, beginning of year 10,755,273 8,427,010
Dividends on commoen shares (1,296,560) (1,295,344)
Retained earnings, end of year $ 12,878,030 $ 10,755,273

See accompanying notes fo financial statements.



HALTON HILLS HYDRO INC.

Statement of Cash Flows

Year ended December 31, 2014, with comparative information for 2013

2014 2013
Cash provided by (used in):
Operations:
Net earnings $ 3,419,317 $ 3,623,607
ltems not involving cash:
Amortization 1,757,647 1,722,514
Future income taxes {recovery) 231,731 (16,610)
Increase in employee future benefits 56,558 67,700
Changes in non-cash operating working capital {note 14) 995,151 332,711
Change in regulatory assetfs 918,870 (3,038,832)
7,379,274 2,691,080
Financing:
Advancement of term loans 2,536,893 4,162,941
Due from (to) related companies 168,226 (11,420)
{Decrease) increase in consumer deposits (279,152) 14,364
Dividends on common shares {1,296,580) {1,295,344)
Capital contributions received 1,195,066 907,621
2,324,473 3,778,162
Investments:
Purchase of capital assets (note 8) (2,475,080 (8,132,196)
(9,475,080) (8,132,196)
Increase (decrease) in cash and cash equivalents 228,667 (1,662,944)
Bank indebtedness,
beginning of year (3,937,318) {2,274,374)
Bank indebtedness,
end of year $  (3,708,651) $  (3,037,318)

See accompanying notes to financial statements,



HALTON HILLS HYDRO INC.

Notes to Financial Statements

Year ended December 31, 2014

Halton Hills Hydro Inc., the “Company”, Is a wholly-owned subsidiary of Halton Hills Community
Energy Corporation incorporated under the laws of the Province of Ontario.

The principal activity of the Company is to provide electric power distribution throughout the
municipality of Halton Hills.

1.

Reguiation:
Regulator:

The Ontario Energy Board (OEB) has regulatory oversight of the electricity industry in the
Province of Ontario. The Ontario Energy Board Act, 1998, the Electricity Act, 1998, the Electricity
Restructuring Act, 2004 and a number of other provincial statutes set out the OEB's mandate and
authority. The OEB prescribes and enforces license requirements and conditions towards the
following objectives as set cut in the Electricity Restructuring Act, 2004:

. To protect the interests of consumers with respect to prices and the adequacy, refiability
and quality of electricity service; and

. To promote economic efficiency and cost effectiveness in the generation, transmission,
distribution, sale and demand management of electricity and to facilitate the maintenance
of a financially viable electricity industry,

The OEB's authority and responsibilities include the ability to approve and set rates for the
transmission and distribution of electricity, to provide rate protection for various electricity
consumers, and to ensure electricity distribution companies fulfill their customer service
obligations. The OEB may also prescribe license requirements and conditions of service to
electricity distribuiors which may include, among other things, record keeping, regulatory
accounting principles, separation of accounts for distinct businesses, and filing and process
requirements for rate setting purposes. In its capacity to approve or set rates, the OEB has the
authority to specify regulatory accounting treatments that may differ from Canadian generally
accepted accounting principles for enterprises operating in a non-rate-regulated environment.

Rate approval process:

The OEB regulates the electricity distribution rates charged by the Company using a combination
of annual incentive regulation mechanism (“IRM") adjustments and periodic cost of service
reviews. Both such adjustments and reviews are based on applications made by the Company to
the OEB.



HALTON HILLS HYDRO INC.

Notes to Financial Statements {continued)

Year ended December 31, 2014

1. Regulation (continued):
Rate approval process (continued):

In 2012, the OEB developed a three-year plan for 4th generation IRM to set electricity distribution
rates. The IRM process provides for @ mechanistic and formulaic adjustment fo distribution rates
and charges between cost of service applications (rebasing plus three years). The IRM process
allows a standard rate adjustment that accounts for inflation and productivity improvements.
Incentive regulation is intended to provide distributors with the opportunity to increase returns to
shareholders through the implementation of efficiency initiatives. These efficiencies are also
intended to benefit ratepayers by reducing costs.

Type of reguiation:

The Company'’s last Cost of Service Rate application was filed with the OEB on August 26, 2011.
The 2012 Cost of Service application included a move from Canadian GAAP (“CGAAP") to
Modified IFRS (*MIFRS") basis of accounting, having an impact on capital expenditures and
operating, maintenance and administrative (“OM&A") expenses. A partial settlement was
submitted and accepted by the OEB. The first OEB interim rate decision in regards to 2012 rates
was received on June 14, 2012 with rate adjustments in effect for May 1, 2012. The second OEB
interim rate decision was issued July 4, 2012, effective date of the rates was May 1, 2012 with an
implementation date of July 1, 2012. The interim rate decisions issued by the OEB, were
dependent upon the outcome of a property, plant and equipment ("PP&E”) review by the OEB
Regulatory Audit and Accounting Department. The PP&E review was satisfactorily completed on
January 14, 2013. In the OEB's Decision and Order, dated April 4, 2013, the 2012 Tariff of Rates
and Charges were declared as final, effective May 1, 2012.

On October 12, 2012 the Company filed an IRM application to adjust its distribution rates
effective May 1, 2013. The OER's Decision and Order approving the application was received on
April 4, 2013.

On September 27, 2013 the Company filed an IRM application to adjust its distribution rates
effective May 1, 2014, The OEB's Decision and Order approving the appiication was received on
March 13, 2014.

On October 20, 2014 the Company filed an IRM application to adjust its distribution rates
effective May 1, 2015. The OEB's Decision and Order approving the application was received on
March 18, 2015.



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

1.

Regulation {continued):
Smart Meter initiatives:

The installation of Smart Meters for the Company began in April 2009 and was completed during
2010 as required by the Energy Conservation Responsibility Act, 2006. These meters will have
the capacity to measure and report usage over certain periods, be read remotely and provide
customers with access to information about their consumption.

Included in distribution rates effective May 1, 2012 are two Smart Meter Rate Rider charges. The
Smart Meter capital and OM&A costs were moved into the appropriate regulatory accounts in
2012. The cost recovery was separated into two different rate riders, Residual Historic and
Stranded Meters with class specific recovery. The monthly Smart Meter Residual Historic Rate
Rider is in the amounts of $1.31 and $1.38 per customer per month for Residential and General
Service less than 50kW classes respectively. The Smart Meter Stranded Meters Rate Rider is in
the amounts of $1.13 and $1.46 per customer per month for Residential and General Service
less than 50kW classes respectively. Both Rate Riders continue until date of April 30, 2016.

Green Energy and Green Economy Act:

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

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

New LDC License Requirements - Conservation and Demand Management Targets (“COM"):

On November 12, 2010, the OEB amended LDC licenses to include requirements for achieving
certain CDM targets over a four year period commencing January 1, 2011. The Company's CDM
targets include a demand reduction target of 6.15MW and a consumption reduction target of
22.48GWh. LDCs must also comply with a new CDM Code of the OEB, which provides LDC
requirements for the development and delivery of CDM Strategy to the OEB for the achievement
of LDC-specific CDM targets, annual accounting and reperting to the OEB, and eligibility criteria
for performance incentive payments. The Company has filed its CDM Strategy with the OEB.



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

1. Reguiation (continued):
Regulatory Accounting:

in its capacity to approve or set rates, the OEB has the authority to specify regulatory accounting
treatments that may differ from Canadian generally accepted accounting principles for
enterprises operating in a non-rate regulated environment. The OEE has the general power to
include or exclude costs, revenues, losses or gains in the rates of a specific period, resulting in a
change In the timing of accounting recognition from that which would have applied in an
unregulated company. Such change in timing involves the application of rate regulated
accounting, giving rise to the recognition of regulatory assets and liabilities. The Company's
regulatory assets represent certain amounts receivable from future customers and costs that
have been deferred for accounting purposes because it is probable that they will be recovered in
future rates. The Company’s regulatory liabilities represent costs with respect to non-distribution
market related charges and variances in recoveries that are expected to be settled in future
periods.

The OEB Decision and Order EB-2011-0271 dated June 14, 2012 provided for the disposition of
$612,426 of the Company's Deferral and Variance account balances, as of December 31, 2010,
over a 24 month period ending April 30, 2014,

The OEB Decision and Order EB-2013-0136 dated March 13, 2014 provided for the disposition of
the Company's Group 1 Deferral and Variance account balances in the amount of $976,553 as of
December 31, 2012, including interest projected to April 30, 2014, These balances are to be
disposed of over a one-year period from May 1, 2014 to April 30, 2015.

The OEB Decision and Order EB-2014-0079 dated March 19, 2015 provided for the disposition of
the Company's Group 1 Deferral and Variance account balances in the amount of $1,607,685 as
of December 31, 2013, including interest projected to April 30, 2015. These balances are to be
disposed of over a one-year period from May 1, 2015 to April 30, 2016.

2. Significant accounting policies:
{(a) Basis of accounting:

The financial statements are prepared in accordance with Canadian generally accepted
accounting principles (“GAAP"}, as set out in Part V of the CPA Canada Handbook, and
reflect the following significant accounting policies as set forth in the Accounting Procedures
Handbook issued by the OEB under the authority of the Ontaric Energy Board Act, 1998.



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

2.

Significant accounting policies (continued):

(a) Basis of accounting (continued);

The following accounting policies under the regulated environment differ from GAAP for
companies operating in an unregulated environment:

(i

(i)

(iii)

Capital contributions:

Capital contributions in aid of construction consist of third party contributions toward
the cost of constructing Company assets. Amortization of contributed capital is on a
straight-line basis over the life of the related asset. Capital contributions for the year of
$1,195,066 (2013 — $3907,621) have been charged as an offset to capital assets.

Regulatory assels:

Regulatory assets represent future revenues assoclated with costs incurred in the
current or prior periods, which are expected to be recovered from customers in future
periods through the rate setting process.

Regulatory assets result from the provincially approved rate set by the OEB and
represent differences between costs incurred and amounts collected through rates.
Regulatory assets on the balance sheet at year end relate primarily to retail settlement
variance accounts, global adjustment and cost of power. Regulatory assets will be
recognized for rate-setting and financial statement purposes only to the extent allowed
by the regulator.

The regulatory assets are recovered through incremental amounts charged to
consumers as approved by the OEB.

The Ontaric Energy Board Amendments Act (Electricity Pricing), 2003, in conjunction
with Bill 4, allows for recovery of regulatory assets. The Company's Group 1 Deferral
and Variance accounts, as of December 31, 2010, are recovered through to the pericd
ending April 30, 2014 (EB-2011-0271). The Company's Group 1 Deferral and Variance
accounts, as of December 31, 2012, will be recovered over a one-year period from
May 1, 2014 to April 30, 2015 (EB-2013-0138). The Company’s Group 1 Deferral and
Variance accounts, as of December 31, 2013, will be recovered over a one-year period
from May 1, 2015 to April 30, 2016 (EB-2014-0079}.

Payments-in-liet of incomne taxes:

Under the Electricity Act, 1998, the Company Is required to make payments-in-lieu of
corporate income taxes (PILs) to the Ontario Electricity Financial Corporation (OEFC).
These payments are recorded in accordance with the rules for computing income
taxes, taxable capital and other relevant amounts contained in the Income Tax Act
(Canada) and the Corporation Tax Act (Ontario} and modified by the Electricity Act,
1998, and related regulations.



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

2,

Significant accounting policies (continued):

@)

Basis of accounting (continued):
(i) Payments-in-fieu of income taxes (continued):

The Company provides for PlLs using the asset and liability method. Under this
method, future tax assets and lizbiliies are recognized, to the exient such are
determined likely to be realized, for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and
liabilities and their respective tax bases. Future tax assets and liabilities are measured
using enacted or substantively enacted tax rates expected to apply to taxable income
in the years in which those temporary differences are expected to be recovered or
seftled. The effect on future tax assets and liabilities of a change in tax rates is
recognized in income in the period that includes the date of enactment or substantive
enactment.

As required by CPA Canada Handbook Section 3465, a regulatory fiability is recorded
for those future tax assets which are expected to be repaid to customers through future
rates.

(b) Cash and cash equivalents;

(©)

(d)

Cash and cash equivalents consist of cash on hand, balances with banks, and investments
in money market instruments, with maturities of 90 days or less at acquisition. Investing and
financing activities that do not require the use of cash or cash equivalents are excluded from
the Statement of Cash Flows and disclosed separately.

Inventory:

Inventory is stated at the lower of cost or net realizable value. Inventory cost includes all
costs of purchase, conversion and other costs incurred in bringing the inventory to its
present location and condition. When circumstances which previously caused inventory to
be writien down below cost are no [onger in existence, the amount of the write-down shall
be reversed.

Capital assets:

On January 1, 2012, the Company revised its accounting policies for property, plant and
equipment (PP&E) to comply with requirements of the regulator. As a result, the useful
service life of the assets was revised and is based upon the actual life of the assets
experienced by the Company. The accounting policy change was accounted for
prospectively in accordance with the direction of the regulator.



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

2.

Significant accounting policies {continued):

(d) Capital assets (continued):

In accordance with the requirements of the regulator, the Company has recorded a
cumulative adjustment to capital assets with an offsefting amount recorded to regulatory
assets. This adjustment to capital assets and regulatory assets is being amortized over four
years. Capital assets are recorded at cost with the exception of this adjustment to capital
assets. Cost includes expenditures that are directly attributable to the acquisition of the
asset. The cost of self-constructed assets includes contracted services, materials and
transportation, direct labour, directly attributable overhead costs, and any other costs directly
attributable to bringing the asset to a working condition for its intended use. In circumstances
where parts of an item of PP&E have different useful lives, such are accounted for as
separate items (major components) of PP&E.

Amortization is provided on a straight-line basis over the useful service life as follows:

Asset Rate
Distribution systems 25 - 50 years
Plant 20 - 42 years
Fleet 8- 15 years
Other equipment 5- 20 years
Computer equipment and software 1-5years
General office 5 years
Stores equipment 10 years
Contributed capital 20 - 50 years

Construction in progress assets are not amortized uniil the project is complete and in
service.

The Company capitalizes borrowing costs relating to the construction of a capital asset that
takes a substantial period of time to bring to its intended use.

Capital assets are tested for recoverability whenever events or changes in circumstances
indicate that their carrying amount may not be recoverable. An impairment loss is
recognized when the carrying value exceeds the total undiscounted cash flows expected
from their use and eventual disposition. The amount of the impairment loss is determined as
the excess of the carrying value of the asset over its fair value.

10



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

2,

Significant accounting policies (continued):

(e)

®

{9)

Employee future benefits:

The Company pays certain life insurance benefits, under unfunded defined benefit plans, on
behalf of its retired employees and extended health and dental benefits under unfunded
defined benefit plans, on hehalf of early retirees. These post-retirement costs are
recognized in the period in which the employees rendered their services to the Company.
The excess of the net accumulated actuarial losses over 10% of the accrued benefit
obligation is amortized over the average remaining service period of active employees. The
expected average remaining service life of the active employees is 12 years.

Revenue recognition:

Service revenue is recorded on the basis of regular meter readings and estimated power
usage since the last meter reading date to the year end. The related cost of power is
recorded on the basis of power used.

Other income, which includes pole attachment rentals, customer requested services and
miscellaneous revenues, are recognized as the service activity Is performed.

Use of estimates:

The preparation of financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenditures during the reporting period. Significant
estimates include unbilled revenue, useful service life of capital assets and employee future
benefits. Actual results could differ from those estimates.

11



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

2.

Significant accounting policies (continued):

(h)

Financial instruments:
Financial assets and liabliities:

The financial instrument accounting stendards require that all financial instruments are
classified into one of the following categories: held-for-trading, available-for-sale, held-to-
maturity, other liabilities or loans and receivables. All financial instruments are carried on the
balance sheet at fair value, except for loans and receivables, held-to-maturity investments
and cther liabilities, which are measured at amortized cost.

The Company has classified its financial instruments as follows:

Cash and cash equivalents Held-for-trading
Accounts receivable and unbilled revenue Loans and receivables
Due from related companies Loans and receivables
Bank indebtedness Other liabllities

Bank term loans Other liabilities
Accounts payable and accrued liabilities Other liabilities
Consumer deposits Other liabilities

Note payable Other liabilities

Due to related companies Other liabilities

Held-for-trading financial instruments are measured at fair value, with all gains and losses
and transaction costs included in net earnings. Loans and recelivables and other liabilities
are measured at amortized cost using the effective interest rate method.

Derivatives and hedge accounting.
The Company does not have derivatives and does not engage in derivative trading or

speculative activities. Hedge accounting has not been used in the presentation of these
financial statements.

12



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

3.

Future accounting policies:

a) Transition to International Financial Reporting Standards ("IFRS"):

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

In October 2010, the AcSB approved the incorporation of & one year deferral of adoption of
IFRS into Part 1 of the CPA Canada Handbook for qualifying entities with activities subject to
rate regulation. Part 1 of the CPA Canada Handbook specified that first-time adoption, for
companies that met this requirement, was mandatory for interim and annual financial
statements relating to annual periods beginning on or after January 1, 2015,

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

The Company has decided to implement IFRS commencing January 1, 2015.

b) Accounting for rate regulated activities under IFRS:

The International Accounting Standards Board (“|ASB") has issued IFRS 14 Regufatory
Deferral Accounts in January 2014. This standard provides specific guidance on accounting
for the effects of rate regulation and permits first-time adopters of IFRS to continue using
previous GAAP to account for regulatory deferral account balances while the IASB completes
its comprehensive project in this area. Adoption of this standard is optional for entities eligible
to use it. Deferral account balances and movements in the balances will be required to be
presented as separate line items on the face of the financial statements distinguished from
assets, liabilities, income and expenses that are recognized in accordance with other IFRSs.
Extensive disclosures will be required to enable users of the financial staiements to
understand the features and nature of and risks associated with rate regulation and the effect
of rate regulation on the entity’s financial position, performance and cash flows.

13



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

4. Accounts receivable:

2014 2013
Electric service revenue $ 5531491 % 5,155,554
Miscellaneous 509,750 1,533,338
Town of Halton Hills 158,239 79,821

6,199,480 6,768,713

Less: allowance for doubtiul accounts {192,001) (199,441)

$ 6,007,479 $ 6,569,272

The accounts receivable from the Town of Halton Hills arose in the normal course of operations
and are due under normal terms of trade.

5. Inventory:

The Company has included cerfain major standby equipment as in-service fixed assets and
amortizes these assets over their useful lives. The Company has reclassified $775,330 (2013 -
$625,336) to capital assets during the year.

The amount of inventory consumed by the Company and recognized as an expense during 2014
was $41,233 (2013 — $101,544).

6. Due from (to) related companies:

The Company performs billing and collecting services, capital asset maintenance, finance
functions, as well as certain engineering and information system services for related companies.

Amounts due from related companies are unsecured, non-interest bearing have no specific terms
of repayment and are as follows:

2014 2013
SouthWestern Energy Inc. 3 68,043 % 80,000
Halton Hills Community Energy Corporation (148,115) 5,078
Harvester Energy Canada Inc. ~ 3,076

$ (80,072) $ 88,154

14



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

6. Due from (to) related companies (continued):

Administrative services provided by the Company fo related companies during the year and
measured at the exchange amount are as follows:

2014 2013

SouthWestern Energy Inc. $ 323026 § 209,687
$ 323028 $ 299687

Included in contract services is $132,228 (2013 — $205,410) paid to SouthWestern Energy Inc. for
electrical contracting services and smart meter repairs.

The following summarizes the Company's related party transactions, recorded at the exchange
amount, and balances with the Town of Halton Hills for the years ended December 31:

2014 2013
Transactions:
Revenue
Electrical billings $ 2,071,897 $ 1,765,921
Expenses
Property taxes 99,417 90,204
Balances:
Amounts due from:
Accounts receivable 158,239 79,821
7. Regulatory assets:
Regulatory assets are as follows:
2014 2013
Retail settlement variance $1,524244  $ 1,518,672
Low voltage 160,712 170,062
Other 1,276,064 1,312,731
Stranded meters 496,364 792,096
Regulatory asset recovery account, net of receipts 67,798 662,849
IFRS 707,152 694,794
Regulatory future taxes 3,066,506 2,560,696

$ 8,198,840  $ 7,711,900

15



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

7. Regulatory assets (continued):

Management expects that regulatory assets arising during 2012 through 2014, cther than those
approved through the 2012 rate setting process, will be recovered through future rate changes. If
in a future decision, the regulator determines that the existing regulatory treatment is no longer
applicable, the regulatory assets would be charged to operations in the year of determination.

In the absence of rate regulation, GAAP would require that the actual purchased power costs
(including any variances arising from electricity commaedity, refail transmission and wholesale
market costs) be recognized as an expense when incurred.

In the absence of rate regulation, net earnings for the year would have been lower by $114,401
{2013 — $4,556,828), future tax asset would be higher by $372,539 (2013 — $547,304), and
retained earnings would be lower by $nil (2013 — $nil).

8. Capital assets:

2014 2013

Accumulated Net hook Net book

Cost  amortization value value

Distribution systems $ 48637406 $ 3,187,992 $ 45449414 § 38,944,112
Plant 9,653,533 976,064 8,677,469 8,355,705
Fleet 1,681,459 475,079 1,206,380 952,508
Other equipment 1,255,343 293,663 961,680 1,016,324

Computer equipment and

software 1,727,856 1,043,144 684,712 134,362
General office 126,080 83,077 63,013 102,354
Stores equipment 5,161 2,323 2,838 4,732
Contributed capital {8,449,121) (485,070) (7,964,051) (6,959,484)
Construction in progress 3,135,593 - 3,135,593 3,144,067

$ 57,773,320 $ 5,656,272 §$ 52,217,048 $ 45,694,680

During the year, the Company recorded capital asset additions of $9,475,080 (2013 -
$8,132,1986).

Borrowing costs capitalized during the year were $114,206 (2013 — $55,024).

As described in note 2(d), the Company recorded a cumulative adjustment of $836,717 in 2012 to
capital assets with an offsetting amount recorded in regulatory assets.

16



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

10.

1.

Accounts payable and accrued liabilities:

Accounts payable and accrued liabilities also includes $nil (2013 — $nil) due to companies under
common control. These payables arose in the normal course of operations and are due under
normal terms of trade.

Note payable:

The note payable is due to the Town of Halton Hills, bears interest at a prescribed rate set
annually by the Town and is due December 31, 2020. The prescribed rate of interest is 4.12%
{6.25% — January 1, 2012 to April 30, 2012 and 5.01% — May 1, 2012 — December 31, 2012).

The Company incurred interest expense in respect of the note payable of $665,049 (2013 -
$665,049),

Employee future benefits:

The Company pays certain medical and life insurance benefits on bebalf of its retired
employees. The Company recognizes these post-retirement costs in the period in which
employees’ services were rendered. The accrued benefit liability and expenses for the year
ended December 31, 2014 were based on results and assumptions determined by actuarial
valuation as at December 31, 2014,

Information regarding the defined benefit plan of the Company is as foliows:

2014 2013
Accrued benefit obligation at January 1 $ 704,029 § 655,902
Expense for the year 31,675 30,311
Interest for the year 32,780 30,592
Benefits paid during the year (14,528) (12,776)
Accrued benefit obligation 753,058 704,029
Unamortized actuarial ioss (149,853) (156,582)
Net liability as at December 31 $ 604,006 % 547,447

Amortization of the actuarial loss was $6,629 (2013 — $19,573).

17



HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

11.

Employee future benefits (continued):
The main actuarial assumptions utilized for the valuation are as follows:

General Inflation — future general inflation levels, as measured by the changes in the
Consumer Price Index (CPI), were assumed at 2.0% in 2014 and thereafter.

Discount (Interest) Rate — the obligation as at December 31, 2014 of the present value of
future liabilities and the expense for the year then ended were determined using a discount rate
of 4.05% (2013 — 4.5%). This rate reflects the market interest rates at the measurement date on
high quality debt instruments with consideration given to the timing and amount of projected
benefit payments.

Salary levels — future general salary and wage levels were assumed {o Increase at the CPi rate
adjusted for merit and promotion gains of 2.25% (2013 — 2.55%) per annum for the first two
years and 2.70% (2013 - 3.00%} per annum thereafter. This rate reflects the expected
Consumer Price Index adjusted for productivity, merit and promotion.

Medical costs — medical costs were assumed to increase at the CPI rate plus 5% in 2012.
Thereafter, medical costs are assumed to decline by 0.30% per annum.

Dental costs — dental costs were assumed to increase at the CPI rate plus 2.6%.

12. Capital stock:

2014 2013
Authorized:
Unlimited number of preference shares
Unlimited number of common shares
Issued and fully paid:
1,152 common shares $ 16,161,663 $ 16,161,663

$ 16,161,663 % 16,161,663

13. Service revenue;

2014 2013

Service revenue consists of:
Cost of power $ 55410232 $ 50,494,619
Distribution 9,524,652 9,129,817

$ 64,934,884 $ 59,624,436
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HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

14. Changes in non-cash working capital:

{a) The net change is non-cash working capital consists of the following:

2014 2013

Accounts receivable
Unbilled revenue
PlLs receivable
Inventory

Prepaid expenses and deposits

Accounts payable and accrued liabilities

$ 561,793 $ (166,859
(865,377)  (1,987,788)

(464,592) (79,368)
(404,831) 182,210
60,936 (19,708)

2,107,222 2,404,222

$ 995151 % 332,711

(b) Supplemental cash flow information:

Cash paid during the year for interest
Cash paid during the year for PILs
Cash received during the year for PiLs

2014 2013

$ 824,898 $ 805,311
- 323,335

460,818 977,797

Non-cash financing activities:
Increase in regulatory assets related to decrease in

future tax assets

$ 1405810 $ 2,065,300

15. Credit facilities:

a) Credit limit:

The Company has available an operating credit facility from a financial institution in the
amount of $9,000,000 (2013 — $5,500,000). Credit is available to the Company in the form of
prime based loans, bankers' acceptances, letters of credit or stand-by letters of guarantee. At
year end, the letter of credit described in b} below is cutstanding and the operating line utilized
is $3,540,000 (2013 - $2,980,000). Security is in the form of a first charge over the
Company's assets and undertakings and an assignment of liability and fire insurance has

been provided.
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HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

15. Credit facilities (confinued):

b} Security on electricity purchases:

As of May 2002, in order for the Company to obtain the electricity it requires to distribute to its
customers, the Company is required to provide security to the independent Electricity System
Operator based on its estimated usage. The security obtained was a letter of credit issued in
the amount of $1,754,315 (2013 — $1,754,315) from a financial institution.

c) Covenants:

The above credit facilities require an interest coverage ratio of not less than 1.2 to 1.0, and a
total interest bearing debt {o capitalization ratic not greater than 0.60 to 1. As at December
31, 2014, the Company is in compliance with these covenants.

d) Term Loans:

®

(i)

Smart Meter Term Loan: Reducing Term Facility, contractual term of 5 years to August
30, 2017 with an amortization period of 15 years to August 30, 2028, The ioan interest
rate of 2.16%, with a rate term renewable annually. Interest of $71,952 (2013 — $76,876)
was paid and expensed during the year. The loan is payable in the amount of $26,030
monthly principal and interest. Security is in the form of a first charge over the Company's
assets and undertakings and an assignment of liability and fire insurance has been
provided.

Capital Term Loan 1. Reducing Term Facility, contractual term of 10 years to February 22,
2023 with an amortization period of 20 years to February 22, 2033. The loan interest rate
of 2.16%, with a rate term renewable annually. Interest of $40,625 (2013 — $33,836) was
paid and capitalized during the year. The loan is payable in the amount of $10,264
monthly principal and interest. Security is in the form of a first charge over the Company’s
assets and undertakings and an assignment of liability and fire insurance has been
provided.

(i) Capital Term Loan 2: Reducing Term Facility, contractual term of 10 years to August 15,

2023 with an amortization period of 20 years to August 15, 2033, The loan interest rate of
2.15%, with a rate term renewable annually. Intersst of $52,029 (2013 — $17,877) was
paid and capitalized during the year. The loan is payable in the amount of $12,826
monthly principal and interest. Security is in the form of a first charge over the Company's
assets and undertakings and an assignment of liability and fire insurance has been
provided.

{iv) Capital Term Loan 3: Reducing Term Facility, contractual term of 10 years to August 18,

2024 with an amortization period of 20 years to August 18, 2034. The loan interest rate of
2.16%, with a rate term renewable annually. Interest of $21,552 was paid and capitalized
during the year. The loan is payable in the amount of $15,405 monthly principal and
interest. Security is in the form of a first charge over the Company's assets and
undertakings and an assignment of liability and fire insurance has been provided.
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HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

15. Credit facilities (continued):
d) Term Loans {continued):

Principal paymenits on the term loans are as follows:

2014

2015 3 552,754
2018 561,969
2017 574,449
2018 587,147
2019 599,945
2020 - 2034 7,517,947

10,384,211
Less: current portion {552,754)
Long-term pertion of lcan $ 9,841,457

16. Pension agreement:

The Company and its employees contribute to the Ontaric Municipal Employee's Retirement
System (OMERS). OMERS is a multi-employer pension plan which operates as the Ontario
Municipal Employees Retirement Fund (“the Fund”), and provides pensions for employees of
Ontario municipalities, local boards, public utilities and school boards. The Fund is a contributory
defined benefit pension plan, which is financed by equal contributions from participating
employers and employees, and by the investment earnings of the Fund. Contributicns by the
Company were at a rate of 9.0% for employee earnings below the year's maximum pensionable
earnings and 14.6% thereafter. The Company's contribution for employees' current service for
the year ended December 31, 2014 was $388,886 (2013 - $382,594).

17. Financial instruments:
Level 1
The carrying value of the cash and cash equivalents, accounts receivable and unbilled revenue,
due from {to) related companies, bank indebtedness, accounts payable and accrued liabilities,
and consumer deposits all approximate fair value because of the short maturity of these

instruments. The bank term loans have a carrying value that approximates fair value as the rate
term is renewable annually.
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HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

17. Financial instruments {(continued):

Level 3

The note payable has a fair value of $15,470,000 based on the company’s internal borrowing rate
of 2.15%.

The Company's activities provide for a variety of financial risks. Exposure to credit risk, market
risk and liquidity risk occur in the normal course of the Company's operations as follows:

Credit risk

Financial assets carry credit risk, in that a counter-party will fail to discharge an obligation,
resulting in a financial loss. Financial assets, such as accounts receivable, expose the Company
to credit risk. The Company earns its revenue from a broad base of customers located in the
Town of Halton Hills. No single customer accounts for revenue in excess of 2% of the respective
reported balances.

The carrying amount of accounts receivable is reduced through the use of an allowance for
doubtful accounts. The amount of the related impairment loss is recognized in the statement of
operations. Subsequent recoveries of accounts recsivable previously provisioned are credited to
the statement of operations. The balance of the allowance for doubtful accounts is disclosed in
note 4. No single customer accounts for more than 3% of accounts receivable at year end.

The Company's credit risk associated with accounts receivable is primarily related to payments
from distribution customers. At December 31, 2014, approximately $109,415 (2013 ~ $172,458)
is considered 90 days past due. The Company has approximately 21,853 customers, the majority
of which are residential. Credit risk is managed through collection of security deposits from
customers in accordance with direction provided by the OEB. As at December 31, 2014, the
Company holds security deposits in the amount of $456,130 (2013 — $735,282).

Deposits from electricity distribution customers are applied against any unpaid portion of
individual customer accounts. Consumer deposits in excess of unpaid account balances are
refundable to individual customers upon termination of their electricity distribution service.
Consumer deposits are also refundable to residential electricity distribution customers
demonstrating an acceptable level of credit risk, as determined by the Company. Interest
expense of $4,779 (2013 — $4,757) was incurred on consumer deposits,

Market risks

Market risks primarily refer to the risk of loss that may result from changes in commodity prices,
foreign exchange rates, and interest rates. The Company currently does not have commodity or
foreign exchange risk. The Company is exposed to fluctuations in interest rates as the regulated
rate of return for the Company's distribution business is derived using a complex formulaic
approach which is in part based on the forecast for long term Government of Canada bond vields
at the time of filing. This rate of return is approved by the OEB as part of the approval of
distribution rates.
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HALTON HILLS HYDRO INC.

Notes to Financial Statements (continued)

Year ended December 31, 2014

17.

18.

19.

20.

Financial instruments {continued):
Liquidity risk

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

The majority of accounts payable, as reported on the balance sheet, are due within 60 days.
General liability insurance:

The Company is a member of the Municipal Electric Association Reciprocal Insurance Exchange
(MEARIE). MEARIE is a pooling of public liability insurance risks of many of the electrical utilities
in Ontario, All members of the pool are subjected to assessment for losses experienced by the
pool for the years in which they were members on a pro-rata basis based on the total of their
respective service revenues. It is anticipated that should such an assessment occur it would be
funded over a pericd of up to 5 years. As at December 31, 2014, no assessments have been
made.

Capital disclosures:

The main objectives of the Company when managing capital are to ensure ongeing access to
funding to maintain and improve the electricity distribution system, compliance with covenants
related to any credit facilities, prudent management of its capital structure with regard for
recoveries of financing charges permitted by the OEB on the regulated distribution business, and
to deliver the appropriate financial returns.

The Company's definition of capital includes shareholder’s equity, bank term loans, and note
payable. As at December 31, 2014, sharehclder's equity amounts to $28,810,606 (2013 -
$26,016,936), bank term loans amounts to $10,394,211 (2013 - $7,857,318) and note payable
amounts to $16,141,970 (2013 - $16,141,970).

Comparative figures:

Certain 2013 comparative figures have been reclassified to conform with the financial statement
presentation adopted for the current year.
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ASSETS 2012 Audited Financial Statement Line Item
\ r
|
LT L AccountNo. * -0 U o-o- - AccountDescription- | - G s Amount. - oo
Current Assets 1005  iCash - Cash and cash equivalents
Current Assets 1010 Cash Advances and Working Funds -
Current Assets 1020 Interest Special Deposits -
Current Assets 1030 Dividend Special Deposits -
Current Assets 1040 Other Special Deposits -
Current Assets 1060 Term Deposits -
Current Assets 1070 Current Investments -
Current Assets 1100 Customer Accounts Receivable 4,126,660 | Accounts Receivable
Current Assets 1100 Customer Accounts Receivable 211,593  Accounts Receivable
Current Assets 1142 Accounts Receivable - Services -
Current Assets 1104 Accounts Receivable - Recoverable Work 548,060 | Accounts Receivable
Current Assets 1105 Accounts Receivable - Merchandise, Jobbing, etc. -
Current Assets 1110 Other Accounts Receivable 1,746,425 | Accounts Receivable
Current Assets 1110 Other Accounts Receivable 425,567 | Pils Receivable
Current Assets 1120 Accrued Utility Revenues 5,189,927 | Unbilled Revenue
Current Assets 1130 Accumulated Provision for Uncollectible Accounts—-Credit {230,325)| Accounts Receivable
Current Assets 1140 Interest and Dividends Receivable Y
Current Assets 1150 Rents Receivable -
Current Assets 1170 Notes Receivable -
Current Assets 1180 Prepayments 441,868 | Prepaid Expenses and Deposits
Current Assets 1190 Miscellaneous Current and Accrued Assets -
Current Assets 1200 Accounts Receivable from Associated Companies 76,734 | Due from related companies
Current Assets 1210 Notes Receivable from Associated Companies -
CAgcaumt No o -
{linventory 1305 Fuel Stock -
!Inventory 1330 Plant Materials and Operating Supplies 1,004,034 | Inventory
Inventory 1340 Merchandise -
Inventory 1350 Other Materials and Supplies -
3 coourit Descript] -
Non-Current Assets Long Term Investments in Non-Associated Companies -
Non-Current Assets 1408 Long Term Receivable - Street Lighting Transfer -
Non-Current Assets 1410 Other Special or Collateral Funds -
Non-Current Assets 1415 Sinking Funds -
tNon-Current Assets 1425 Unamortized Debt Expense -
Non-Current Assets 1445 Unamagrtized Discount on Long-Term Debt—Dehit -
Non-Current Assets 1455 Unamortized Deferred Foreign Currency Translation Gains and Losses -
Non-Current Assets 1460 Other Non-Current Assets -
Non-Current Assets 1455 0.M.E.R.S. Past Service Costs -
Non-Current Assets 1470 Past Service Costs - Employee Future Benefits -




Non-Current Assets 1475 Past Service Costs - Other Pension Plans ' -
Non-Current Assets 1480 Portfolio Investments - Associated Companies ) -
Non-Current Assets 1485 Investment in Associated Companies - Significant Influence -
Non-Current Assets 1490 Investment in Subsidiary Companies -

Other Assets and Deferred

Unrecovered Plant and Regulatory Study Costs

Regulatory Assets

Other Assets and Deferred 1508 Other Regulatory Assets 685,444 | Regulatory Assets
Qther Assets and Deferred 1510 Preliminary Survey and Investigation Charges - Regulatory Assets
Other Assets and Deferred 1515 Emission Allowance Inventory - Regulatory Assets
Other Assets and Deferred 1516 Emission Allowances Withheld - Regulatory Assets
Other Assets and Deferred 1518 RCVARetail ' (245)| Regulatory Assets
Other Assets and Deferred 1520 Power Purchase Variance Account - Regulatory Assets
Cther Assets and Deferred 1521 MEI - Special Purpose Charge 724 | Regulatory Assets
Other Assets and Deferred 1525 Miscellaneous Deferred Debits - Regulatory Assets
Other Assets and Deferred 1530 Deferred Losses from Disposition of Utility Plant - Regulatory Assets
Other Assets and Deferred 1531 Renewable Connection Capital Deferral Account - Regulatory Assets
Other Assets and Deferred 1532 Renewable Connection CM&A Deferral Account - Regulatory Assets
Other Assets and Deferred 1534 Smart Grid Capital Deferral Account - Regulatory Assets
Other Assets and Deferred 1535 Srmart Grid Capital OM&A Account - Regulatory Assets
Other Assets and Deferred 1540 Unamortized Loss on Reacquired Debt - Regulatory Assets
Other Assets and Deferred 1545 Development Charge Deposits/ Receivables - Regulatory Assets
Other Assets and Deferred 1548 RCVASTR 348 | Regulatory Assets
Other Assets and beferred 1550 LV Variance Account 36,254 | Regulatory Assets
Other Assets and Deferred 1555 Smart Meter Capital and Recovery Offset Varlance 1,098,101 | Regulatory Assets
Other Assets and Deferred 1356 Smart Meter OM&A Variance {0)| Regulatory Assets
Other Assets and Deferred 1560 Deferred Development Costs - Regulatory Assets
Other Assets and Deferred 1562 Deferred Payments in Lieu of Taxes (2,672)| Regulatory Assets
Other Assets and Deferred 1563 Deferred PiLs Contra Account - Regulatory Assets
Other Assets and Deferred 1565 Conservation and Demand Management Expenditures and Recoveries - Regulatory Assets
Other Assets and Deferred 1566 CDM Contra - Regulatory Assets
Cther Assets and Deferred 1570 Qualifying Transition Costs - Regulatory Assets
Other Assets and Deferred 1571 Pre-market Opening Energy Variance (627,538)| Regulatory Assets
Other Assets and Peferred 1572 Extraordinary Event Costs - Regulatory Assets
COther Assets and Deferred 1574 Deferred Rate Impact Amounts - Regulatory Assets
Other Assets and Deferred 1575 IFRS-CGAAP Transitional PP&E Amounts - Regulatory Assets
Gther Assets and Deferred 1580 RSVAWMS (1,071,460} | Regulatory Assets
Other Assets and Deferred 1582 RSVAONE-TIME - Regulatory Assets
Other Assets and Deferred 1584 RSVANW 480,628 | Regulatory Assets
Other Assets and Deferred 1586 RSVACN 422,837 | Regulatory Assets
Other Assets and Deferred 1588  |RSVAPOWER 247,157 | Regulatory Assets
QOther Assets and Deferred 1590 Recovery of regulatory asset balances - Regulatory Assets
Qther Assets and Deferred 1592 2006 PILs & Taxes Variance - Regulatory Assets
QOther Assets and Deferred 1595 Sub-Account Disposition of Account Balances Approved in 2009 842,794 | Regulatory Assets
Other Assets and Deferred 1595 Disposition and Recovery of Regulatory Balances Control Account Regulatory Assets
Other Assets and Deferred 1555 Sub-Account Disposition of Account Balances Approved in 2008 Regulatory Assets




“AccountNe 1 T cn cxi T JAccountDescription:: - [
Electric Plant and Service - | 1605 Elactric Plant in Service - Control Account
- Account No o -Account Description - _ .
Intangible Plant 1606 Qrganization 374,370 | Capital Assets
Intangible Plant 1608 Franchises and Consents - Capital Assets
Intangible Plant 1610 Miscellaneous Intangible Plant - Capital Assets
- Capital Assets
R . :AccountDescription . o
Distribution Plant Land 501,341 | Capital Assets
Distribution Plant 1612 Land Rights 4,738 | Capital Assets
Distribution Plant 1808 Buildings and Fixtures 3,590,614 | Capital Assets
Distribution Plant 1810 Leasehold Improvements - Capital Assets
Distribution Plant 1815 Transformer Station Equipment - Normally Prirmnary above 50 kv - Capital Assets
Distribution Plant 1320 Distribution Station Equipment - Normally Primary below 50 kv 5,713,606 | Capital Assets
Distribution Plant 1825 Storage Battery Equipment - Capital Assets
Distribution Plant 1830 Poles, Towers and Fixtures 19,075,259 | Capital Assets
Distributicn Plant 1835 Overhead Conductors and Devices 6,929,755 | Capital Assets
Distribution Plant 1840 Underground Conduit 1,077,676 | Capital Assets
Distribution Plant 1845 Underground Conductors and Devices 6,524,393 | Capital Assets
Distribution Plant 1850 Line Transformers 8,037,729 | Capital Assets
Distribution Plant 1855 Services 3,032,052 | Capital Assets
Distribution Plant 1860 Meters 4,569,692 | Capital Assets
Distribution Plant 1865 Other Installations on Customer's Premises - Capital Assets
tDistribution Plant 1870 Leased Property on Customer Premises - Capital Assets
Distribution Plant 1875 Street Lighting and Signal Systerns - Capital Assets
TAccountNo
General Plant 1905 Land - Capital Assets
General Plant 1906 Land Rights - Capital Assets
General Plant 1908 Buildings and Fixtures - Capital Assets
General Plant 1910 Leasehold Improvements - Capital Assets
General Plant 1915 Office Furniture and Equipment 426,778 | Capltal Assets
General Plant T 1920 Computer Equipment - Hardware 1,352,790 | Capital Assets
General Plant 1611 Computer Software 1,426,105 | Capital Assets
General Plant 1930 Transportation Equipment 2,760,304 | Capital Assets
General Plant 1935 Stores Equipment 59,018 | Capital Assets
General Plant 1940 Tools, Shop and Garage Equipment 649,237 | Capital Assets
General Plant 1945 Measurement and Testing Equipment - Capital Assets
General Plant 1950 Power Operated Equipment - Capital Assets
General Plant 1955 Communication Equipment - Capital Assets
General Plant 1960 Miscellaneous Equipment - Capital Assets
General Plant 1965 Water Heater Rental Units - Capital Assets
General Plant 1970 Load Management Controls - Customer Premises 633,035 | Capital Assets
General Plant 1975 Load Management Controls - Utility Premises - Capital Assets
General Plant 1980 System Supervisory Equipment 1,120,704 | Capital Assets




General Plant 1985 Sentinel Lighting Rental Units - | Capital Assets
General Plant 1990 Other Tangible Property - Capital Assets
General Plant 1995 Contributions and Grants - Credit (6,346,445} | Capital Assets
- Capital Assets
- Capital Assets
‘AccouptNo - 1< - oo AccountDescription . - - __. Capital Assets
Other capital Assets 2005 Property Under Capital Leases - Capital Assets
Other capital Assets 2010 Electric Plant Purchased or Sold - Capital Assets
Other capital Assets 2020 Experimental Electric Plant Unclassified - Capital Assets
Other capital Assets 2030 Electric Plant and Equipment Leased to Others - Capital Assets
Other capital Assets 2040 Electric Plant Held for Future Use - Capital Assets
Other capital Assets 2050 Completed Construction Not Classified—-Electric - | Capital Assets
Other capital Assets 2055 Construction Work in Progress--Electric 1,570,979 | Capital Assets
Other capital Assets 2060 Electric Plant Acquisition Adjustment - Capital Assets
Other capital Assets 2065 Other Electric Plant Adjustment - Capital Assats
Other capital Assets 2070 Other Utility Plant - Capital Assets
Other capital Assets 2075 Non-Utility Property Owned or Under Capital Leases - Capital Assets
:Account. : L Account:Description..
Accurnulated Amortization 2105 Accumulated Amortization of Electric Utility Plan - PP {23,231,005)! Capital Assets
Accumulated Amortization 2120 Accumulated Amortization of Electric Utility Plant - Intangibles {150,107)] Capital Assets
Accumulated Amortization 2140 Accumulated Amortization of Electric Plant Acquisition Adjustment - Capital Assets
Accumnulated Amortization 2160 Accumulated Amortization of Other Utility Plant - Capital Assets
Accumulated Amortization 2180 Accumulated Amortization of Non-Utility Property - Capital Assets
LIABILITIES AND EQUITY
Current Liabilities 2205 Accounts Payable (6,705,170} | Accounts Payable and Accrued Liabilities
Current Liabilities 2208 Customer Credit Balances {985,548){ Accounts Payable and Accrued Liabilities
Current Liahilities 2210 Current Portion of Customer Deposits {230,000})| Current Portion of Customer Deposit
Current Liabilities 2215 Dividends Declared -
Current Liabilities 2220 Miscellaneous Current and Accrued Liabilities -
Current Liabilities 2225 Notes and Loans Payable (2,274,374} Bank indebtedness
Current Liabilities 2240 Accounts Payahle to Associated Companies -
Current Liabilities 2242 Notes Payable to Associated Companies -
Current Liabilities 2250 Debt Retirement Charges{ DRC) Payable (259,002)| Accounts Payable and Accrued Liabilities
Current Liahilities 2252 Transmission Charges Payable -
Current Liabilities 2254 Electrical Safety Authority Fees Payable -
Current Liabilities 2256 Independent Market Operator Fees and Penalties Payable -
Current Liabilities 2260 Current Portion of Long Term Debt {234,776)] Smart Meter Bank Loan
Current Liabilities 2262 Ontario Hydro Debt - Current Portion -
Current Liabilities 2264 Pensions and Employee Benefits - Current Portion -
Current Liabilities 2268 Accrued Interest on Long Term Debt -
Current Liabilities 2270 Matured Long Term Debt -
Current Liabilities 2272 Matured Interest on Long Term Debt -




Current Ligbilities 2285 Cbligations Under Capital Leases—-Current -
Current Liahilities 2290 Commodity Taxes -
Current Liabilities 2292 Payroll Deductions / Expenses Payable {154,411)| Accounts Payable and Accrued Liabilities
Current Lighilities 2294 Accrual for Taxes Payments in Lieu of Taxes, Etc. -
Current Liabilities 2296 Future income Taxes - Current -

Non-Current Liability

Accumulated Provision for Injuries and Damages

Atcount Description ;.

Non-Current Liability 2306 Employee Future Benefits (479,747) Employee Future Benefits
Non-Current Liability 2308 Other Pensions - Past Service Liability -
Non-Current Liability 2310 Vested Sick Leave Liability -
Non-Current Liability 2315 Accumulated Provision for Rate Refunds -
Neon-Current Liability 2320 Other Miscellaneous Non-Current Liabilities -
Mon-Current Liability 2325 Obligations Under Capital Lease--Non-Current -
Non-Current Liability 2330 Development Charge Fund -
Non-Current Liability 2335 Long Term Customer Deposits {490,918)| Customer Deposit
Non-Current Liability 2340 Collateral Funds Liability -
Non-Current Liability 2345 Unamortized Premium on Long Term Debt -
Non-Current Liability 2348 0.M.E.R.S. - Past Service Liability - Long Term Portion -
Non-Current Liability 2350 Deferred Tax - Non-Current 157,524 | Future Income Tax
Non-Current Liability 2350 Deferred Tax - Non-Current (494,265} | Future Income Tax
Non-Current Liability 2350 Deferred Tax - Non-Current 495,386 | Regulatory Assets
AccouritNo o B
Other Liabilities and Deferr; 2405 Other Regulatory Liabilities -
Other Liabilities and Deferr: 2410 Deferred Gains from Disposition of Utility Plant -
Other Liabilities and Deferr: 2415 Unamortized Gain on Reacquired Debt -
Other Liabilities and Deferr: 2425 Other Deferred Credits -
Other Liabilities and Deferr 2435 Accrued Rate-Payer Benefit -
Account No Account Description
Long Terms Debt 2505 Debentures Outstanding - Long Term Portion -
Long Terms Debt 2510 Debenture Advances -
Long Terms Debt 2515 Reacquired Bonds -
Long Terms Debt 2520 Other Long Term Debt -
Long Terms Debt 2525 Term Bank Loans - Long Term Portion (3,459,601){ Smart Meter Bank Loan
Long Terms Debt 2530 Ontario Hydro Debt Outstanding - Long Term Portion -
Long Terms Debt 2550 Advances from Associated Companies {16,141,969)| Note Payable
Shareholder's Equity 3005 Common Shares Issued {16,161,663)) Capital Stock
Shareholder's Equity 3008 Preference Shares Issued -
Shareholder's Equity 3010 Contributed Surplus -
Shareholder's Equity 3020 Donations Received -
Shareholder's Equity 3022 Development Charges Transferred to Equity -




Shareholder’s Equity 3026 Capital Stock Held in Treasury -
Shareholder's Equity 3030 Miscellaneoys Paid-In Capital -
Shareholder's Equity 3035 Installments Received on Capital Stock -
Shareholder's Equity 3040 Appropriated Retained Earnings -
Shareholder's Equity 3045 Unappropriated Retained Earnings {7,013,642): Retained Earnings
$hareholder's Equity 3047 Appropriations of Retained Earnings - Current Period -
Shareholder's Equity 3048 Dividends Payahle-Preference Shares -
Shareholder's Equity 3049 Dividends Payable-Comimon Shares 1,077,592 | Retained Earnings
Shareholder's Equity 3055 Adjustment to Retained Earnings -
Shareholder's Equity 3065 Unappropriated Undistributed Subsidiary Earnings -

Shareholder’s Equity Acct 3046

Balance Transferred From Income {2,490,560)| Net Earnings

INCOME STATEMENT
Sales of Electricity 4006 Residential Energy Sales (16,108,314) | Service Revenue
Sales of Electricity 4010 Comrnercial Energy Sales (4,325,328)| Service Revenue
Sales of Electricity 4015 Industrial Energy Sales {16,612,637)| Service Revenue
Sales of Electricity 4020 Energy Sales to Large Users - Service Revenue
Sales of Electricity 4025 Street Lighting Energy Sales {206,706)| Service Revenue
Sales of Electricity 4030 Sentinel Lighting Energy Sales (37,909)| Service Revenue
Sales of Electricity 4035 General Energy Sales (67,190)| Service Revenue
Sales of Electricity 4040 Other Energy Sales to Public Authorities - Service Revenue
Sales of Electricity 4045 Energy Sales to Railroads and Railways - Service Revenue
Sales of Electricity 4050 Revenue Adjustment - Service Revenue
Sales of Electricity 4055 Energy Sales for Resale - Service Revenue
Sales of Electricity 4060 Interdepartmental Energy Sales - Service Revenue
Sales of Electricity 4062 Billed WMS (2,646,854)] Service Revenue
Sales of Electricity 4064 Billed One-Time - Service Revenue
Sales of Electricity 4066 Billed NW {2,885,393)| Service Revenue
Sales of Electricity 4068 Billed CN {2,250,997}| Service Revanue
Sales of Electricity 4075 Billed - LV {605,671)| Service Revenue
Revenue from Services-Dis Distribution Services Revenue {10,434,637)| Service Revenue

Revenue from Services-Di 4082 Retail Services Revenues -
Revenue from Services-Disg 4084 Service Transaction Reguests (STR) Revenues -
Revenue from Services-Dist 4090 Electric Services Incidental to Energy Sales -

“Accaunt N

Revenue from Services-Tral

4105

Transmission Charges Revenue

Revenue from Services-Tra{

4110

Transmission Services Revenue




Other Operating Revenues| 4205

I"ﬁierdepé_r_{fn:eni:;f-Ré;lis

Other income

Other Operating Revenues Rent from Electric Property {170,039} Otherincome
Other Operating Revenues 4215 Other Utility Operating Income - Otherincome
Qther Operating Revenues 4220 Other Electric Revenues - Other income
Other Operating Revenues 4225 Late Payment Charges {98,211} Cther income
Other Operating Revenues 4230 Sales of Water and Water Power - Other income
Other Operating Revenues 4235 Miscellaneous Service Revenues [362,112)| Other income
Other Operating Revenues 4240 Provision for Rate Refunds - Other income
Other Qperating Revenues 4245 Government Assistance Directly Credited to Income - Other income
Other Income / Deductions 4305 Regulatory Debits - | Otherincame
Other Income / Deductions| 4310 Regulatory Credits - Other income
Otherincome / Deductions| 4315 Revenues from Electric Plant Leased to Others - Other income
Other Income / Deductions| 4320 Expenses of Electric Plant Leased to Others - Other income
Other Income / Deductions 4325 Revenues from Merchandise, Jobbing, Etc. {31,444}| Other income
Other Income / Deductions 4330 Costs and Expenses of Merchandising, Jobling, Etc. - Other income
Other Income / Deductions 4335 Profits and Losses from Financial Instrument Hedges - Other income
Other Income / Deductions 4340 Profits and Losses from Financial Instrument Investments - Other income
Other Income / Deductions 4345 Gains from Disposition of Future Use Utility Plant - Other income
Other Income / Deductions| 4350 Losses from Disposition of Future Use Wiility Plant - Cther income
Qther Income / Deductions 4355 Gain on Disposition of Utility and QOther Property {46,318) | Other income
Qther Income / Deductions 4360 Lass on Disposition of Utility and Other Property - QOther income
Other Income f Deductions A365 Gains from Disposition of Allowances for Emission - Other income
Other Income / Deductions 4370 Losses from Disposition of Allowances for Emission - Qther income
Other Income / Deductions 4375 Revenues from Non-Utility Operations {940,788)| Other income
Other Income / Deductions; 4380 Expenses of Non-Utility Operations 634,338 | Otherincome
Other Income / Deductions 4385 Non-Utility Rental Income (38,865} Otherincome
Other Income / Deductions 4390 Miscellaneous Non-Operating Income - Other income
Other Income / Deductions| 4395 Rate-Payer Benefit Including Interest - Cther income
Other Income / Deductions 4398 foreign Exchange Gains and Losses, Including Amortization - Cther income

- Other income
Investment Income Interest and Dividend Income {133,150)] Other income

Investment Income

Equity in Earnings of Subsidiary Companies

Other income

Generation Expenses - Ope|

QOperation Supervision and Engineering

Generation Expenses - Ope 4510 Fuel -
Generation Expenses - Ope 4515 Steam Expense -
Generation Expenses - Ope 4520 Steam From Other Sources -
Generation Expenses - Opel 4525 Steam Transferred—Credit -
Generation Expenses - Ope[ 4530 Electric Expense -
Generation Expenses - Ope'r 4535 Water For Power -




Generation Expenses - Opel 4540 Water Power Taxes -
Generation Expenses - Ope 4545 Hydraulic Expenses -
Generation Expenses - Ope 4550 Generation Expense -
Generation Expenses - Ope 4555 Miscellaneous Power Generation Expenses -
Generation Expenses - Ope; 4560 Rents -
Generation Expenses - Ope, 4565 Allowances for Emissions -

 Accotint No © . -ActountDescription ..
Other Power Supply Expens 4705 Power Purchased 37,358,084 | Power Costs
Other Power Supply Expend 4708 Charges-WMS 2,646,854 | Power Costs
Other Power Supply Expend 4710 Cost of Power Adjustments - Power Costs
Qther Power Supply Expeng 4712 Charges-Cne-Time - Power Costs
Other Power Supply Expend 4714 Charges-NwW 2,885,393 | Power Costs
Other Power Supply Expens 4715 System Control and Load Dispatching - Power Costs
Other Power Supply Expens 4716 Charges-CN 2,250,997 | Power Costs
Other Power Supply Expeny 4720 Other Expenses - Power Costs
Other Power Supply Expend 4725 Competition Transition Expense - Power Costs
Other Power Supply Expeny 4730 Rural Rate Assistance Expense - Power Costs
Other Power Supply Expeng 4750 Charges - LV 605,671 | Power Costs

; 'Account.Déscription-

Distribution Expenses - Opg 5005 Operation Supervision and Engineering 164,258 | Salaries and Benefits
Distribution Expenses - Opd 5010 Load Dispatching -
Distribution Expenses - Opg 5012 Station Buildings and Fixtures Expense 52 | Property Costs
Distribution Expenses - Op¢ 5014 Transformer S$tation Equipment - Operation Lahour -
Distribution Expenses - Opg 5015 Transformer Station Equipment - Operation Supplies and Expenses -
Distribution Expenses - Opg 5016 Distribution Station Equipment - Operation Labour 50,055 | Salaries and Benefits
Distribution Expenses - Opel 5017 Distribution Station Equipment - Operation Supplies and Expenses 5,245 | Material Costs
Distribution Expenses - Ope 5020 Overhead Distribution Lines and Feeders - Operaticn Labour 114,329 | Salaries and Benefits
Distribution Expenses - Opg 5025 Overhead Distribution Lines and Feeders - Operation Supplies and Expenses -
Distribution Expenses - Opg 5030 Overhead Subtransmission Feeders - Operation -
Distribution Expenses - Qp& 5035 Overhead Distribution Transformers- Operation -
Distribution Expenses - Ope 5040 Underground Distribution Lines and Feeders - Operation Labour -
Distribution Expenses - Opg 5045 Underground Distribution Lines and Feeders - Operation Supplies and Expenses 2,582 | Material Costs
Distribution Expenses - Op¢ 5045 Underground Distribution Lines and Feeders - Operation Supplies and Expenses 4,073 | Salaries and Benefits
Distribution Expenses - Op§ 5050 Underground Subtransmission Feeders - Operation 179,114 { Salaries and Benefits
Distribution Expenses - Ope 5055 Underground Distribution Transformers - Operation 87,651 | Salaries and Benefits
Distribution Expenses - Opd 5060 Street Lighting and Signal System Expense -
Distribution Expenses - Ops 5065 Meter Expense 121,252 | Salaries and Benefits
Distribution Expenses - Opg 5070 Customer Premises - Operation Labour 4,608 | Salaries and Benefits
Distribution Expenses - Opg 5075 Customer Prermises - Materials and Expenses -
Distribution Expenses - Ope 5085 Miscellaneous Distribution Expense 6,281 | Other Costs
Distribution Expenses - Opg 5085 Miscellaneous Distribution Expense 42,671 | Salaries and Benefits
Distribution Expenses - Opg 5085 Miscellaneous Distribution Expense 15,448 | Property Costs
Distribution Expenses - Opg 5090 Underground Distribution Lines and Feeders - Rental Paid -
Distribution Expenses - Opg 5095 Overhead Distribution Lines and Feeders - Rental Paid -
Distribution Expenses - Opg 5096 Other Rent -




AccourtNo - Account Descriptios

Distribution Expenses - M_ai“ Maintenance Su])érv:SMﬂ and Eﬁgineering- ) -

Distribution Expenses - Maﬂ Maintenance of Buildings and Fixtures - Distribution Stations -

Distribution Expenses - Mal

j Maintenance of Transformer Station Equipment - !

Distribution Expenses - Mai} Maintenance of Distribution Station Equipment 275 | Property Costs
Distribution Expenses - Maﬂ Maintenance of Distribution Station Equipment 3,325 [ Contract Services
Distribution Expenses - Maﬂ Maintenance of Distribution Station Equipment 135,078 | Salaries and Benefits
Distribution Expenses - Man’, Maintenance of Poles, Towers and Fixtures 19,759 | Material Costs
Distribution Expenses - Maf Maintenance of Poles, Towers and Fixtures 12,202 | Contract Services
Distribution Expenses - Maii' Maintenance of Poles, Towers and Fixtures 45,970 | Salaries and Benefits
Distribution Expenses - Maﬁ Maintenance of Qverhead Conductors and Devices 109,200 | Salaries and Benefits
Distribution Expenses - Maﬂ Maintenance of Overhead Services 107,781 | Salaries and Benefits
Distribution Expenses - Maij Overhead Distribution Lines and Feeders - Right of Way 255,104 | Contract Services
Distribution Expenses - Maﬂ Overhead Distribution Lines and Feeders - Right of Way 136,735 | Salaries and Benefits
Distribution Expenses - Maf Maintenance of Underground Conduit 6,328 | Contract Services
Distribution Expenses - Maﬂ Maintenance of Underground Conduit 19,859 | Salaries and Benefits
Distribution Expenses - Maﬂ Maintenance of Underground Conductors and Devices 18,858 | Salaries and Benefits
Distribution Expenses - Mat Maintenance of Underground Services 23,048 | Salaries and Benefits
Distribution Expensas - Mayj Maintenance of Underground Services 4,255 | Other Costs
Distribution Expenses - Mai Maintenance of Line Transformers 46,794 | Salaries and Benefits
Distribution Expenses - Mai Maintenance of Line Transformers 4,294 | Material Costs
Distribution Expenses - Maii Maintenance of Line Transformers 5,188 | Contract Services
Distribution Expenses - Mai Maintenance of Line Transformers - Property Costs
Distribution Expenses - Mat Maintenance of Street Lighting and Signal Systems - Salaries and Benefits
Distribution Expenses - Ma Maintenance of Street Lighting and Signal Systems - Material Costs

Distribution Expenses - Mat Sentinel Lights - Labour -

Distribution Expenses - Mat Sentinel Lights - Materials and Expenses -

Distribution Expenses - Maﬂ Maintenance of Meters 951,608 | Property Costs

Distribution Expenses - Mal Customer Installations Expenses- Leased Property -

Distribution Expenses - Mai Water Heater Rentals - Labour -

Distribution Expenses - Maij Water Heater Rentals - Materials and Expenses -

Distribution Expenses - Mai Water Heater Controls - Labour -

Distribution Expenses - Mal Water Heater Controls - Materials and Expenses -

Distribution Expenses - Mai Maintenance of Other Installations on Customer Premises -

Qther Expenses 5205 Purchase of Transmission and Systerr; Services -

Other Expenses 5210 Transmission Charges -
Other Expenses 5215 Transmission Charges Recovered -

Billing And Collecting 5305 Supervision 97,977 | Salaries and Benefits

Billing And Collecting 5310 Meter Reading Expense 32,940 | Contract Services

Billing And Collecting 5315 Customer Billing 270,569 | Salaries and Benefits




Billing And Collecting 5315 Customer Billing 68,054 | Contract Services
Billing And Collecting 5315 Customer Billing 7,382 | Praperty Costs
Billing And Collecting 5315 Customer Billing 84,733 | Communication Costs
Billing And Collecting 5315 Customer Billing 85,262 | Other Costs

Billing And Collecting 5320 Collecting 333,961 | Salaries and Benefits
Billing And Collecting 5325 Collecting- Cash Qver and Short 1,863 | Other Costs

Billing And Collecting 5330 Collection Charges 3,417 | Other Costs

Billing And Collecting 5335 Bad Debt Expense 86,102 | Other Costs

Billing And Collecting 5340 Miscellaneous Customer Accounts Expenses -

Community Relations 5405 Supervision -

Community Relations 5410 Community Relations - Sundry -

Community Relations 5415 Energy Conservation -

Community Relations 5420 Community Safety Program -

Community Relations 5425 Miscellaneous Customer Service and Informational Expenses -

Sales Expenses upervision -

Sales Expenses Demonstrating and Selling Expense -

Sales Expenses Advertising Expense -

Sales Expenses Miscellaneous Sales Expense -

Administr and Gen Expense 5605 Executive Salaries and Expenses 372,758 | Salaries and Benefits
Administr and Gen Expensd 5605 Executive Salaries and Expenses 12,309 | Other Costs
Administr and Gen Expense 5605 Executive Salaries and Expenses - Property Costs
Administr and Gen Expense 5605 Executive Salaries and Expenses 1,704 | Communication Costs
Administrand Gen Expensd 5605 Executive Salaries and Expenses - Contract Services
Administr and Gen Expenséd 5610 Management Salaries and Expenses 351,762 | Salaries and Benefits
Administr and Gen Expensg 5615 General Administrative Salaries and Expenses 192,764 | Salaries and Benefits
Administr and Gen Expensg 5615 General Administrative Salaries and Expenses 319,139 | Communication Costs
Administr and Gen Expensg 5615 General Administrative Salaries and Expenses 88,735 | Cther Costs
Administr and Gen Expensg 5615 General Administrative Salaries and Expenses 11,445 | Contract Services
Administr and Gen Expensg 5620 Office Supplies and Expenses 42,835 | Material Costs
Administr and Gen Expensg 5625 Administrative Expense Transferred/Credit -

Administr and Gen Expensg 5630 Qutside Services Employed 78,974 | Contract Services
Administr and Gen Expense 5635 Property Insurance 44,016 | Property Costs
Administr and Gen Expense] 5640 Injurigs and Pamages 54,288 | Property Costs
Administr and Gen Expense| 5645 Employee Pensions and Benefits -

Administr and Gen Expenssg 5650 Franchise Requirements -

Administr and Gen Expensg 5655 Regulatory Expenses 122,753 | Other Costs
Administr and Gen Expense 5660 General Advertising Expenses 14,555 | Other Costs
Administr and Gen Expenseg 5665 Miscellaneous General Expenses 104,035 | Other Costs
Administr and Gen Expense 5670 Rent -

Administr and Gen Expense 5675 Maintenance of General Plant 224,866 | Contract Services




Administr and Gen Expense 5675 Maintenance of General Plant - Property Costs

Administr and Gen Expense, 5680 Electrical Safety Authority Fees -

Administr and Gen Expense 5685 Independent Market Operator Fees and Penalties -

Administr and Gen Expense] 5695 OME&A Contra -

AccountNo R - “PccountDescription . © s U T

Amortization Expenses 5705 Amortization Expense - Property, Plant, and Equipment 1,684,937 | Amortization
Amortization Expenses 5710 Amortization of Limited Term Electri¢ Plant -
Amortization Expenses 5715 Amortization of Intangibles and Other Electric Plant - Amortization
Amortization Expenses 5720 Amortization of Efectric Plant Acquisition Adjustments -
Amortization Expenses 5725 Miscellaneous Amortization -
Amortization Expenses 5730 Amortization of Unrecovered Plant and Regulatory Study Costs -
Amortization Expenses 5735 Amortization of Deferred Development Costs -
Amortization Expenses 5740 Amortization of Deferred Charges -

7 AtcountNe - Tt ek " Account Description:
Interest Expenses 6005 Interest on Long Term Debt
Interast Expenses 6010 Amortization of Debt Discount and Expense -
Interest Expenses 6015 Amortization of Premium on Debt/Credit -
Interest Expenses 6020 Amortization of Loss on Reacquired Debt -
Interest Expenses 6025 Amortization of Gain an Reacquired Debt—Credit -
Interest Expenses 6030 Interest on Debt to Associated Companies - Interest Expense
Interest Expenses 6035 Other Interest Expense 1,111,528 | Interest Expense
Interest Expenses 6040 Allowance for Borrowed Funds Used During Construction--Credit -
Interest Expenses 6042 Allowance For Other Funds Used During Construction -
Interest Expenses 6045 Interest Expense on Capital Lease Obligations -

6105 Taxes Other Than Income Taxes 99,638 | Other Costs

Taxes 6110 Incomea Taxes 416,811 | Income Taxes
Taxes 6115 Provision for Future Income Taxes -

Other Deductions 6205 Donations 4,875 | Other Costs

Other Deductions 6210 Life Insurance -
Gther Deductions 6215 Penalties -
Other Peductions 6225 Other Deductions -

Extraordinary ltems 6305 Extraordinary Income -

Extraordinary ltems 6310 Extraordinary Deductions -

Extraordinary ltems 6315 Income Taxes: Extraordinary ltem -
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Service Revenue

(56,181,636)

Other income {1,186,589)
{57,368,225)
Power Costs 45,746,999
Salaries and Benefits 3,031,124
Material Costs 74,716
Property costs 1,073,068
Other Costs 634,080
Contract Services 698,426
Communitation Costs 405,577
Capital Tax -
Amortization 1,684,937
Interest Expense 1,111,528
Income Taxes 416,811
Allocated to capital
54,877,265
Net Income per USoA (2,490,960}
Net Income per Financial Statements 2,490,960

1

(0




ASSETS 2013 Audited Financial Statement Line ltem
. |
R .. AccountNo. - - - . AccountDescription .- .: . - Ui c . Amownt - 1C -

Current Assets 1005 Cash B - Cash and cash equivalents
Cufrent Assets 1010 Cash Advances and Working Funds -

Current Assets 1020 Interest Special Depaosits -

Current Assets 1030 Dividend Special Deposits -

Current Assets 1040 Other Special Deposits -

Current Assets 1060 Term Depuosits -

Current Assets 1070 Current Investments -

Current Assets 1100 Customer Accounts Receivable 4,943,937 | Accounts Receivable
Current Assets 1100 Customer Accounts Receivable 211,593 | Accounts Receivable
Current Assets 1102 Accounts Receivable - Services -

Current Assets 1104 Accounts Receivable - Recoverable Work 361,802 | Accounts Receivable
Current Assets 1105 Accounts Receivable - Merchandise, Jobbing, etc. -

Current Assets 1110 Other Accounts Receivable 1,251,383 | Accounts Receivable
Current Assets 1110 Other Accounts Recelvable 504,933 | Pils Receivable
Current Assets 1120 Accrued Utility Revenues 7,177,715 { Unbilled Revenue
Current Assets 1130 Accumulated Provision for Uncollectible Accounts--Credit {199,441)| Accounts Receivable
Current Assets 1140 Interest and Dividends Receivable -

Current Assets 1150 Rents Receivable -

Current Assets 1170 Notes Receivable -

Current Assets 1180 Prepayments 451,576 | Prepaid Expenses
Current Assets 1190 Miscellaneous Current and Accrued Assets -

Current Assets 1200 Accounts Receivable from Associated Companies 88,153 | Due from related companies
Current Assets 1210 Notes Receivable from Associated Companies -

Inventory 1305 Fuel Stock -

Inventory 1330 Plant Materials and Operating Supplies 821,824 | lnventory

Inventory 1340 Merchandise -

Inventory 1350 Other Materials and Supplies -

cegunt ) : . couint Descriptl -

Non-Current Assets 1405 Long Term Investments in Non-Associated Cornpanies -

Non-Current Assets 1408 Long Term Receivable - Street Lighting Transfer -

Non-Current Assets 1410 Cther Special or Collateral Funds -

Non-Current Assets 1415 Sinking Funds -
INon-Current Assets 1425 Unamortized Debt Expense -
INon-Current Assets 1445 Unamortized Discount on Long-Term Debt--Debit -

Non-Current Assets 1455 Unamortized Deferred Foreign Currency Translation Gains and Losses -

Non-Current Assets 1460 Other Non-Current Assets -

Non-Current Assets 1465 0.M.E.R.5, Past Service Costs -

Non-Current Assets 1470 Past Service Costs - Employee Future Benefits -

Non-Current Assets 1475 Past Service Costs - Other Pension Plans -




Non-Current Assets 1480 Portfolio Investments - Associated Companies -
Non-Current Assets 1485 Investment in Associated Companies - Significant Influence -
Non-Current Assets 1450 investment in Subsidiary Companies -
Non-Current Assets 1495 Deferred Taxes- Non Current | 2,560,696 | Regulatory Assets
| |
e o .. [
T _ AccounfDescription” ™~ - 07 - e -0
Other Assets and Deferred Charges Unrecovered Plant and Regulatory Study Costs - Regulatory Assets
Other Assets and Deferred Charges Other Regulatory Assets 694,794 | Regulatory Assets

Other Assets and Deferred Charges

Preliminary Survey and Investigation Charges

Regulatory Assets

Other Assets and Deferred Charges

Emission Allowance Inventory

Regulatory Assets

Other Assets and Deferred Charges

Emission Allowances Withheld

Regulatory Assets

Other Assets and Deferred Charges

RCVARetail

Regulatory Assets

Other Assets and Deferred Charges

Power Purchase Variance Account

Regulatory Assets

Other Assets and Deferred Charges

ME1 - Special Purpose Charge

Regulatory Assets

Other Assets and Deferred Charges

Miscellaneous Deferred Debits

Regulatory Assets

Other Assets and Deferred Charges

Deferred Losses from Disposition of Utility Plant

Regulatory Assets

Other Assets and Deferred Charges Renewahle Connection Capital Deferral Account - Regulatory Assets
Other Assets and Deferred Charges Renewable Connection OM&A Deferral Account - Regulatory Assets
Cther Assets and Deferred Charges Smart Grid Capital Deferral Account - Regulatory Assets
Other Assets and Deferred Charges Smart Grid Capital OM&A Account - Regulatory Assets
Other Assets and Deferred Charges Unamortized Loss on Reacquired Debt - Regulatory Assets
Other Assets and Deferred Charges Development Charge Deposits/ Receivables - Regulatory Assets
Other Assets and Deferred Charges RCVASTR 368 | Regulatory Assets
Other Assets and Deferred Charges LV Variance Account 170,062 | Regulatory Assets
Other Assets and Deferred Charges 17,560 | Regulatory Assets
Other Assets and Deferred Charges Smart Meter Capital and Recovery Offset Variance 792,097 | Regulatory Assets
Other Assets and Deferred Charges Smart Meter OME&A Variance - Regulatory Assets
Other Assets and Deferred Charges Deferred Development Costs - Regulatory Assets
Other Assets and Deferred Charges Deferred Payments in Lieu of Taxes - Regulatory Assets
Other Assets and Deferred Charges Deferred PiLs Contra Account - Regulatory Assets
Other Assets and Deferred Charges Conservation and Demand Management Expenditures and Recoveries - Regulatory Assets
Other Assets and Deferred Charges CDM Contra - Regulatory Assets
Other Assets and Deferred Charges Gualifying Transition Costs - Regulatory Assets
Other Assets and Deferred Charges Pre-market Opening Energy Variance {418,365)| Regulatory Assets
Other Assets and Deferred Charges Extraordinary Event Costs - Regulatory Assets
Other Assets and Deferred Charges Deferred Rate Impact Amounts 1,712,395 | Regulatory Assets
Other Assets and Deferred Charges IFRS-CGAAP Transitional PP&E Amounts - Regulatory Assets
Other Assets and Deferred Charges RSVAWMS {1,409,973)| Regulatory Assets
Other Assets and Deferred Charges RSVAONE-TIME - Regulatory Assets
Other Assets and Deferred Charges RSVANW 1,225,754 | Regulatory Assets
Other Assets and Deferred Charges RSVACN 866,637 | Regulatory Assets
Other Assets and Deferred Charges RSVAPOWER {219,965} | Regulatory Assets
Other Assets and Deferred Charges RSVA GA 1,056,219 | Regulatory Assets
Other Assets and Deferred Charges Recovery of regulatory asset balances - Regulatory Assets
Other Assets and Deferred Charges 2006 PILs & Taxes Variance - Regulatory Assets
Other Assets and Deferred Charges Sub-Account Disposition of Account Balances Approved in 2010 281,723 | Regulatory Assets
Other Assets and Deferred Charges Sub-Account Disposition of Account Balances Approved in 2012 341,805 | Regulatory Assets
Qther Assets and Deferred Charges Sub-Account Disposition of Account Balances Approved in 2008 39,321 | Regulatory Assets




 Account

Electric Plant and Service - Detailed

1605 |

‘AccountNo . - . - .  AccountDéscription: - . -

Intangible Plant 1606 Organization 374,370 | Capital Assets
Intangible Plant 1608 Franchises and Consents - Capital Assets
Intangible Plant 1610 Miscellanecus Intangible Plant - Capital Assets

- Capital Assets
Distribution Plant 1805 Land 591,581 | Capital Assets
Distribution Plant 1612 Land Rights 4,738 | Capital Assets
Distribution Plant 1808 Buildings and Fixtures 3,590,614 | Capital Assets
Distribution Plant 1810 Leasehold Improvements - Capital Assets
Distribution Plant 1815 Transformer Station Equipment - Normally Primary above 50 kV - Capital Assets
Distribution Plant 1820 Distribution Station Equipment - Normally Primary below 50 kV 5,713,606 | Capital Assets
Distribution Plant 1825 Storage Battery Equipment - Capital Assets
Distribution Plant 1830 Poles, Towers and Fixtures 22,266,952 | Capital Assets
Distribution Plant 1835 Overhead Conductors and Devices 8,009,640 | Capital Assets
Distribution Plant 1840 Underground Conduit 1,150,788 | Capital Assets
Distribution Plant 1845 Underground Conductors and Devices 7,143,546 | Capital Assets
Distribution Plant 1850 Line Transformers 8,731,981 | Capital Assets
Distribution Plant 1855 Services 3,054,541 | Capital Assets
Distribution Plant 1860 Meters 5,308,957 | Capital Assets
Distribution Plant 1865 Other Installations on Customer's Premises - Capital Assets
Distribution Plant 1870 Leased Property on Customer Premises - Capital Assets
Distribution Plant 1875 Street Lighting and Signal Systems - Capital Assets

Land

General Plant 1905 - Capital Assets
General Plant 1906 Land Rights - Capital Assets
General Plant 1908 Buildings and Fixtures - Capital Assets
General Plant 1910 Leasehold Improvements - Capital Assets
General Plant 1915 Office Furniture and Equipment 429,916 | Capital Assets
General Plant 1920 Computer Equipment - Hardware 1,497,027 | Capital Assets
General Plant 1611 Computer Software 1,582,924 | Capital Assets
General Plant 1930 Transportation Equipment 2,828,050 | Capital Assets
General Plant 1935 Stores Equipment 59,018 | Capital Assets
General Plant 1940 Tools, Shop and Garage Equipment 697,339 | Capital Assets
General Plant 1945 Measurement and Testing Equipment - Capital Assets
General Plant 1950 Power Operated Equipment - Capital Assets
General Plant 1955 Cormmunication Equipment - Capital Assets
General Plant 1960 Miscellaneous Equipment - Capital Assets
General Plant 1965 Water Heater Rental Units - Capital Assets
General Plant 1970 Load Management Controls - Customer Premises 734,195 | Capital Assets




General Plant 1975 Load Management Controls - Utility Premises - Capital Assets
General Plant 1980 Systern Supervisory Equipment 1,137,242 | Capital Assets
General Plant 1985 Sentingl Lighting Rental Units - _| Capital Assets
General Plant 1950 Other Tangible Property T Capital Assets
General Plant 1995 Contributions and Grants - Credit (7,254,067)| Capital Assets
- Capital Assets

- Capital Assets

i f L in. . AccountDestription - | capital Assets

Other capital Assets Property Under Capital Leases - Capital Assels
Other capital Assets 2010 Electric Plant Purchased or Sold - Capital Assets
Other capital Assets 2020 Experimental Electric Plant Unclassified - Capital Assets
Other capital Assets 2030 Electric Plant and Equipment Leased to Others - Capital Assets
Qther capital Assets 2040 Electric Plant Held for Future Use - Capital Assets
Other capital Assets 2050 Completed Construction Not Classified--Electric - Capital Assets
Other capital Assets 2055 Construction Work in Progress—Electric 3,144,067 | Capital Assets
Other capital Assets 2060 Electric Plant Acquisition Adjustment - Capital Assets
Other capital Assets 2065 Other Electric Plant Adjustment - Capital Assets
Other capital Assets 2070 Other Utility Plant - Capital Assets
Other capital Assets 2075 Non-Utility Property Owned or Under Capital Leases - Capital Assets

Accumulated Amortization of Electric Utility Plan - PP

Accumulated Amortization (24,952,249)| Capital Assets
Accumulated Amortization 2120 Accumulated Amortization of Electric Utility Plant - Intangibles {150,107)| Capital Assets
Accumulated Amortization 2140 Accumulated Amortization of Electric Plant Acquisition Adjustment - Capital Assets
Accumulated Amortization 2160 Accumulated Amortization of Other Utility Plant - Capital Assets
Accumulated Amortization 2180 Accumulated Amortization of Non-Utility Property - Capital Assets
LIABILITIES AND EQUITY
Current Liabilities 2205 Accounts Payable (8,923,363)| Accounts Payable and Accrued Liabilities
Current Liabilities 2208 Customer Credit Balances {1,141,338)| Accounts Payable and Accrued Liabilities
Current Liabilities 2210 Current Portion of Customer Deposits (230,000}| Current Portion of Customer Deposit
Current Liabilities 2215 Dividends Declared -
Current Liabilities 2220 Misceltaneous Current and Accrued Liabilities -
Current Liabilities 2225 Notes and Loans Payable (3,937,094} Bank indebtedness
Current Liabilities 2240Q Accounts Payable to Associated Companies -
Current Liabilities 2242 Notes Payable to Associated Companies -
Current Liahilities 2250 Debt Retirement Charges{ DRC) Payable {295,122)| Accounts Payable and Accrued Liabilities
Current Liabilities 2252 Transmission Charges Payable -
Current Liabilities 2254 Electrical Safety Authority Fees Payable -
Current Liabilities 2256 independent Market Operator Fees and Penalties Payable -
Current Liabilities 2260 Current Portion of Long Term Debt -
Current Liabilities 2262 Ontario Hydro Debt - Current Portion -
Current Liabilities 2264 Pensions and Employee Benefits - Current Portion -
Current Liabilities 2268 Accrued Interest on Long Term Debt -




Current Liabilities 2270  [Matured Long Term Deht -
Current Liabilities 2272 Matured Interest on Long Term Debt -
Current Liabilities 2285  |Obligations Under Capital Leases—Current - |
Current Liabilities 2200  |Commodity Taxes i -
Current Liabilities 2292 Payroll Deductions / Expenses Payable {148,762} | Accounts Payable and Accrued Liabilities
Current Liabilities 2294 Accrual for Taxes Payments in Lieu of Taxes, Etc. -
Current Liabilities 2296 Future Income Taxes - Current -
Non-Current Liability 2305 Accumulated Provision for Injuries and -Dal"r;-a;ées - -
Non-Current Liability 2306 Employee Future Benefits {547,447)| Employee Future Benefits
Non-Current Liability 2308 Other Pensions - Past Service Liability -
Nan-Current Liability 2310 Vested Sick Leave Liability -
Non-Current Liability 2315 Accumulated Provision for Rate Refunds -
Non-Current Liability 2320 Other Miscellaneous Non-Current Liabilities -
Non-Current Liahility 2325 Obligations Under Capital Lease—-Non-Current -
Non-Current Liability 2330 Development Charge Fund -
Non-Current Liability 2335 Long Term Custormer Deposits (505,282} | Customer Deposit
Non-Current Liability 2340 Collateral Funds Liability -
Non-Current Liability 2345 Unamortized Premium on Long Term Debt -
Non-Current Liability 2348 0.M.E.R.S. - Past Service Liability - Long Term Portion -
Non-Current Liahility 2350 Deferred Tax - Non-Current {2,385,431}| Future Income Tax
T Atcoant No: : el
Other Liabilities and Deferred Credits 2405 Other Regulatory Liabilities -
Other Liabilities and Deferred Credits 2410 Deferred Gains from Disposition of Utility Plant -
Other Liabilities and Deferred Credits 2415 Unamaortized Gain on Reacquired Debt -
Qther Liabilities and Deferred Credits 2425 Other Deferred Credits -
Dther Liabilities and Deferred Credits 2435 Accrued Rate-Payer Benefit -
Account No Account Description
Long Terms Debt 2505 Debentures Qutstanding - Long Term Portion -
Long Terms Debt 2510 Debenture Advances -
Long Terms Debt 2515 Reacquired Bonds -
Long Terms Debt 2520 Other Long Term Debt -
Long Terms Debt 2525 Term Bank Loans - Long Term Portion {7,857,309) | Smart Meter Bank Loan
Long Terms Debt 2530 Ontario Hydre Debt Qutstanding - Long Term Portion -
Long Terms Debt 2550 Advances from Associated Companies (16,141,969} Note Payable
_ cCount Descript
Shareholder's Equity 3005 Common Shares Issued {16,161,663}} Capital Stock
Sharehelder's Equity 3008 Preference Shares Issued -
Shareholder's Equity 3010 Contributed Surplus -
Shareholder's Equity 3020 Donations Received -
Shareholder's Equity 3022 Development Charges Transferred to Equity -




Shareholder's Equity 3026 Capital Stock Held in Treasury -
Shareholder's Equity 2030 Miscellaneous Paid-In Capital -
Shareholder's Equity 3035 Installments Received on Capital Stock -
Shareholder's Equity 3040 Appropriated Retained Earnings -
Shareholder's Equity 3045 Unappropriated Retained Earnings {8,427,010}] Retained Earnings
Shareholder's Equity 3047 Appropriations of Retained Earnings - Current Period -
Shareholder's Equity 3048 bividends Payable-Preference Shares -
shareholder's Equity 3049 Dividends Payable-Cormmon Shares 1,295,344 | Retained Earnings
Shareholder's Equity 3055 Adjustment to Retained Earnings -
Shareholder's Equity 3065 Unappropriated Undistributed Subsidiary Eamnings -
Shareholder's Equity Acct 3046
Balance Transferred From Income (3,623,607)| Net Earnings
INCOME STATEMENT
nENo: ZF - Adcount:Description
Sales of Electricity 4006 Residential Energy Sales {17,336,894}| Service Revenue
Sales of Electricity 4010 Commercial Energy Sales {4,756,024}} Service Revenue
Sales of Electricity 4015 Industrial Energy Sales (18,949,865} Service Revenue
Sales of Electricity 4020 Energy Sales to Large Users - Service Revenue
Sales of Electricity 4025 Street Lighting Energy Sales {231,471)| Service Revenue
Sales of Electricity 4030 Sentinel Lighting Energy Sales (82,347)] Service Revenue
Sales of Electricity 4035 General Energy Sales {75,251)| Service Revenue
Sales of Electricity 4040 Other Energy Sales to Public Authorities - Service Revenue
Sales of Electricity 4045 Energy Sales to Railroads and Railways - Service Revenue
Sales of Electricity 4050 Revenue Adjustment - Service Revenue
Sales of Electricity 4055 Energy Sales for Resale - Service Revenue
Sales of Electricity 4060 Interdepartmental Energy Sales - Service Revenue
Sales of Electricity 4062 Billed WMS {2,729,242) | Service Revenue
Sales of Electricity 4064 Billed One-Time - Servite Revenue
Sales of Electricity 4066 Billed NW (3,196,989) Service Revenue
Sales of Electricity 4068 Billed CN (2,522,891)| Service Revenue
Sales of Electricity 4075 Billed - LV {613,646)| Service Revenue
AccountN : s i ]
Revenue from Services-Distribution 4080 Distribution Services Revenue (9,129,818} Service Revenue
Revenue from Services-Distribution 4082 Retail Services Revenues -
|Revenue from Services-Distribution 4084 Service Transaction Requests (STR) Revenues -
Revenue from Services-Distribution 4090 Electric Services Incidental {0 Energy Sales -

Revenueg from Services-Transmission

Transmission Charges Revenue

Revenue from Services-Transmission

‘Transmission Services Revenue




|
Other Operating Revenues | Interdepartmental Rents - Cther income
Qther Operating Revenues Rent from Electric Property . {164,833)| Other income
Other Operating Revenues Other Utility Operating Income - Other incorne
Other Operating Revenues Other Electric Revenues - Other income
Other Operating Revenues Late Payment Charges {107,188}| Other income
Other Operating Revenues Sales of Water and Water Power - Other income
Other Operating Revenues Miscellaneous Service Revenues {331,859)| Other income
Other Operating Revenues Provision for Rate Refunds - Other income
Otier Operating Revenues Government Assistance Directly Credited to Income - Otherincome
“AcountNo T FT DS EUTT Account Deseription -
Other Income / Deductions 4305 Regulatory Debits - Other income
Other Income / Deductions 4310 Regulatory Credits - | Otherincome
Other Income / Deductions 4315 Revenues from Electric Plant Leased to Others - QOther income
Other Income / Deductions 4320 Expenses of Electric Plant Leased to Others - QOther income
QOther Income / Deductions 4325 Revenues from Merchandise, Jobbing, Etc. {47,108}] Other income
Other Income / Deductions 4330 Costs and Expenses of Merchandising, lobbing, Etc. - QOther income
Other income / Deductions 4335 Profits and Losses from Financial Instcument Hedges - Other income
Other Income / Deductions 4340 Profits and Losses from Financial Instrument Investments - Other income
Other Income / Deductions 4345 Gains from Disposition of Future Use Utility Plant - Other income
Other Income / Deductions 4350 Losses from Disposition of Future Use Utility Plant - Other income
Other Income / Deductions 4355 Gain on Disposition of Utility and Other Property {12,118}| Otherincome
Other Income / Deductions 4360 Loss an Bisposition of Utility and Other Property - Other income
Other Income / Deductions 4365 Gains from Disposition of Allowances for Emission - Other income
Other Income / Deductions 4370 Losses from Disposition of Allowances for Emission - QOther income
Other Income / Deductions 4375 Revenues from Non-Utility Operations {804,580)| Other income
Other Income / Deductions 4380 Expenses of Non-Utility Operations 504,893 | Other income
Other Income / Deductions 4385 Non-Utility Rental Income (33,685) | Other income
Other Income / Deductions 4390 Miscellaneous Non-Operating Income - Other income
Other Income / Deductions 4395  [Rate-Payer Benefit Including Interest - | Other income
Other Income / Deductions 4398 Foreign Exchange Gains and Losses, Including Amortization - Other income
- Other incorne
Investment Income 4405 Interest and Dividend Income {74,610)| Other income
finvestment [ncome 4415 Equity in Earnings of Subsidiary Companies - QOther income
Generation Expenses - Operation Operation Supervision and Engineering -
Generation Expenses - Operation Fuel : -
Generation Expenses - Operation Steam Expense -
Generation Expenses - Operation Steam From Other Sources -
Generation Expenses - Operation Steam Transferred-—-Credit -
Generation Expenses - Operation Electric Expense -
Generation Expenses - Operation Water For Power -




Generation Expenses - Operation 4540 Water Power Taxes -
Generation Expenses - Operation 4545 Hydraulic Expenses -
Generation Expenses - Operation 4550 Generation Expense -
Generation Expenses - Operation 4555 Miscellaneous Power Generation Expenses - ) o
Generation Expenses - Operation 4560 Rents -
Generation Expenses - Operation 4565 Allowances for Emissions -
- Account No - e i =7 .. Account Descrip SN
Other Power Supply Expenses 4705 Power Purchase 41,431,851 | Power Costs
Other Power Supply Expenses 4707 - Power Costs
Other Power Supply Expenses 4708 Charges-WMS 2,729,242 | Power Costs
Other Power Supply Expenses 4710 Cost of Power Adjustments - Power Costs
Other Power Supply Expenses 4712 Charges-One-Time - Power Costs
Qther Power Supply Expenses 4714 Charges-NW 3,196,989 | Power Costs
Other Power Supply Expenses 4715 System Control and Load Dispatching - Power Costs
Other Power Supply Expenses 4716 Charges-CN 2,522,891 | Power Costs
Other Power Supply Expenses 4720 Other Expenses - Power Costs
Other Power Supply Expenses 4725 Competition Transition Expense - Power Costs
Other Power Supply Expenses 4730 Rural Rate Assistance Expense - Power Costs
Other Power Supply Expenses 4750 Charges- 1V 613,646 | Power Costs
Distribution Expenses - Operation ) Operation Supervision and Engineering 209,266 | Salaries and Benefits

Distribution Expenses - Qperation

Load Dispatching

Distribution Expenses - Operation 5012 Station Buildings and Fixtures Expense 112 | Property Costs
Distribution Expenses - Operation 5014 Transformer Station Equipment - Operation Labour -

Distribution Expenses - Qperation 5015 Transformer Station Equipment - Operation Supplies and Expenses -

Distribution Expenses - Operation 5016 Distribution Station Equipment - Operation Labour 54,800 | Salaries and Benefits
Distribution Expenses - Operation 5017 Distribution Station Equipment - Operation Supplies and Expenses 5,477 | Material Costs
Distribution Expenses - Operation 5020 Overhead Distribution Lines and Feeders - Operation Labour (78,621){ Salaries and Benefits
Distribution Expenses - Operation 5020 Overhead Distribution Lines and Feeders - Operation Labour 23,993 | Communication Costs
Distribution Expenses - Operation 5020 QOverhead Distribution Lines and Feeders - Qperation Labour 142,645 | Other Costs
Distribution Expenses - Operation 5025 Overhead Distribution Lines and Feeders - Operation Supplies and Expenses -

Distribution Expenses - Qperation 5030 COverhead Subtransmission Feeders - Qperation -

Distribution Expenses - Operation 5035 Overhead Distribution Transformers- Operation -

Distribution Expenses - Operation 5040 Underground Distribution Lines and Feaders - Operation Labour -

Distribution Expenses - Qperation 5045 Underground Distribution Lines and Feeders - Operation Supplies and Expenses 424 | Material Costs
Distribution Expenses - Operation 5045 Underground Distribution Lines and Feeders - Operation Supplies and Expenses 3,151 | Salaries and Benefits
Distribution Expenses - Operation 5050 Underground Subtransmission Feeders - Operation 138,577 | Salaries and Benefits
Distributicn Expenses - Qperation 5055 Underground Bistribution Transformers - Operation 67,814 | Salaries and Benefits
Distribution Expenses - Operation 5060 Street Lighting and Signal System Expense -

Distribution Expenses - Operation 5065 Meter Expense 160,475 | Salaries and Benefits
Distribution Expenses - Operation 5065 Meter Expense 836 | Communication Costs
Distribution Expenses - Operation 5065 Meter Expense 728 | Contract Services
Distribution Expenses - Operation 5065 Meter Expense 12,219 | Material Costs
Distribution Expenses - Operation 5070 Customer Premises - Operation Labour 3,565 | Salaries and Benefits
Distribution Expenses - Operation 5075 Customer Premises - Materials and Expenses -




Ipistribution Expenses - Operation 5085 Miscellaneous Distribution Expense 5,970 | Other Costs
Distribution Expenses - Operation 5085 Miscellanzous Distribution Expense 33,014 | Salaries and Benefits
Distribution Expenses - Operation 5085 Miscellanegus Distribution Expense 16,000 | Property Costs
Distribution Expenses - Operation 5090 Underground Distribution Lines and Feeders - Rental Paid -

Distribution Expenses - Operation 5095 Overhead Distribution Lines and Feeders - Rental Paid -
Distribution Expenses - Operation 5056 Other Rent -
“AccountNo™»:  T.mil . o Account Description .

Distribution Expenses - Maintenance 5105 Maintenance Supervision and Engineering -
Distribution Expenses - Maintenance 5110 Maintenance of Buildings and Fixtures - Distribution Stations -
Distribution Expenses - Maintenance 5112 Maintenance of Transformer Station Equipment -
Distribution Expenses - Maintenance 5114 Maintenance of Distribution Station Eguipment - Property Costs
Distribution Expenses - Maintenance 5114 Maintenance of Distribution Station Equipment 1,639 | Contract Services
Distribution Expenses - Maintenance 5114 Maintenance of Distribution Station Equipment 104,507 | Salaries and Benefits
Distribution Expenses - Maintenance 5120 Maintenance of Poles, Towers and Fixtures 24,790 | Material Costs
Distribution Expenses - Maintenance 5120 Maintenance of Poles, Towers and Fixtures 17,496 | Contract Services
Distribution Expenses - Maintenance 5120 Maintenance of Poles, Towers and Fixtures 35,566 | Salaries and Benefits
Distribution Expenses - Maintenance 5125 Maintenance of Qverhead Conductors and Devices 84,486 | Salaries and Benefits
Distribution Expenses - Maintenance 5130 Maintenance of Qverhead Services 83,388 | Salaries and Benefits
Distribution Expenses - Maintenance 5135 Overhead Distribution Lines and Feeders - Right of Way 177,652 | Contract Sarvices
Distribution Expenses - Maintenance 5135 Overhead Digtribution Lines and Feeders - Right of Way 105,789 | Salaries and Benefits
Distribution Expenses - Maintenance 5145 Maintenance of Underground Conduit 14,364 | Contract Services
Distribution Expenses - Maintenance 5145 Maintenance of Underground Conduit 15,364 | Salaries and Benefits
Distribution Expenses - Maintenance 5150 Maintenance of Underground Conductors and Devices 14,590 | Salaries and Benefits
Distribution Expenses - Maintenance 5155 Maintenance of Underground Services 17,832 | Salaries and Benefits
Distribution Expenses - Maintenance 5155 Maintenance of Underground Services 23 | Other Costs
Distribution Expenses - Maintenance 5160 Maintenance of Line Transformers 39,501 | Salaries and Benefits
Distribution Expenses - Maintenance 5160 Maintenance of Line Transformers 2,700 | Material Costs
Distribution Expenses - Maintenance 5160 Maintenance of Line Transformers 617 | Contract Services
Distribution Expenses - Maintenance 5160 Maintenance of Line Transtormers 2,253 | Communication Costs
Distribution Expenses - Maintenance 5165 Maintenance of Street Lighting and Signal Systems - Salaries and Benefits
Distribution Expenses - Maintenance 5165 Maintenance of Street Lighting and Signal Systems - Material Costs
Distribution Expenses - Maintenance 5170 Sentinel Lights - Labour -
Distribution Expenses - Maintenance 5172 Sentinel Lights - Materials and Expenses -
Distribution Expenses - Maintenance 5175 Maintenance of Meters - Property Costs
Distribution Expenses - Maintenance 5178 Customer Installations Expenses- Leased Property -
Distribution Expenses - Maintenance 5185 Water Heater Rentals - Labour -
Distribution Expenses - Maintenance 5186 Water Heater Rentals - Materials and Expenses -
Distribution Expenses - Maintenance 5150 Water Heater Controls - Labour -
Distribution Expenses - Maintenance 5192 Water Heater Controls - Materials and Expenses -
Distribution Expenses - Maintenance 5195 Maintenance of Other Installations on Customer Premises -

i - Account Desc -
Other Expenses Purchase of Transmissicn and System Services -
Other Expenses 5210 Transmission Charges -
Other Expenses 5215 Transmission Charges Recovered -




Supervision

Billing And Collecting 96,782 ; Salaries and Benefits
Billing And Collecting Meter Reading Expense 32,626 | Contract Services
Billing And Collecting Customer Billing 247,404 | Salaries and Benefits
Billing And Collecting Customer Billing 57,989 | Contract Services
Billing And Collecting Customer Billing 96,697 | Property Costs
Billing And Collecting Customer Billing 94,521 | Communication Costs
Billing And Collecting Customer Billing 83,627 | Other Costs

Billing And Collecting Collecting 406,202 | Salaries and Benefits
Billing And Collecting Collecting- Cash Over and Short - Other Costs

Billing And Collecting Collection Charges 4,241 | Other Costs

Billing And Collecting

Bad Debt Expense

90,000 | Other Costs

Billing And Collgcting

Miscellaneous Customer Accounts Expenses

%, account Diéscription

Community Relations p -
Community Relations 5410 Community Relations - Sundry -
Community Relations 5415 Energy Conservation -
Community Relations 5420 Community Safety Program -
Community Relations 5425 Miscellaneous Customer Service and Informationat Expenses -

“Account No'. : “Account Descrigtion -
Sales Expenses 5505 Supervision -
Sales Expenses 5510 Demaonstrating and Selling Expense -
Sales Expenses 5515 Advertising Expense -
Sales Expenses 5520 Miscellaneous Sales Expense -

=

Administr and Gen Expenses Executive Salaries and Expenses 408,272 | Salaries and Benefits
Administr and Gen Expenses 5605 Executive Salaries and Expenses 1,440 | Other Costs
Administr and Gen Expenses 5605 Executive Salaries and Expenses Property Costs
Administr and Gen Expenses 5605 Executive Salaries and Expenses - Communication Costs
Administr and Gen Expenses 5605 Executive Salaries and Expenses - Contract Services
Administr and Gen Expenses 5610 Managerment Salaries and Expenses 435,656 | Salaries and Benefits
Administr and Gen Expenses 5615  |General Administrative Salaries and Expenses 262,441 | Sataries and Benefits
Administr and Gen Expenses 5615 General Administrative Salaries and Expenses 316,645 | Communication Costs
Administr and Gen Expenses 5615 General Administrative Salaries and Expenses 148,793 | Other Costs
Administr and Gen Expenses 5615 General Administrative Salaries and Expenses 6,022 | Contract Services
Administr and Gen Expenses 5620 Office Supplies and Expenses 33,720 | Material Costs
Administr and Gen Expenses 5625 Administrative Expense Transferred/Credit -

Administr and Gen Expenses 5630 Outside Services Employed 72,818 | Contract Services
Administr and Gen Expenses 5635 Property Insurance 44,581 | Property Costs
Administr and Gen Expenses 5640 Injuries and Damages 63,050 | Property Costs
Administr and Gen Expenses 5645 Employee Pensions and Benefits -




Administr and Gen Expenses 5650 Franchise Requirements - _
Administr and Gen Expenses 5655 Regulatory Expenses _ 131,651 | Gther Costs
Administr and Gen Expenses 5660 General Advertising Expenses 34,524 ; Other Costs
Administr and Gen Expenses 5665 Miscellaneous General Expenses 122,598 | Other Costs
Administr and Gen Expenses 5670 Rent -
Administr and Gen Expenses 5675 Maintenance of General Plant 246,439 | Contract Services
Administr and Gen Expenses 5675 Maintenance of General Plant - Property Costs
Administr and Gen Expenses 5680 Electrical Safety Authority Fees 2,688
Administr and Gen Expenses 5685 Independent Market Operator Fees and Penalties -
Administr and Gen Expenses 5695 OM&A Contra -
wRo - T ST _..--Account Descriptia )

Amortization Expenses Amortization Expense - Property, Plant, and Equipmen 1,360,873 | Amortization
Amortization Expenses Ammortization of Limited Term Electric Plant -
Amortization Expenses Amortization of Intangibles and Other Electric Plant - Amortization
Amortization Expenses 5720 Amortization of Electric Plant Acquisition Adjustments -
Amortization Expenses 5725 Miscellzneous Amortization -
Amortization Expenses 5730 Amortization of Unrecovered Plant and Regulatory Study Costs -
Amortization Expenses 5735 Amortization of Deferred Development Costs -
Amortization Expenses 5740 Amortization of Deferred Charges -
Interest Expenses 6005 Interest on Long Term Debt -
Interest Expenses 6010 Amortization of Debt Discount and Expense -
Interest Expenses 6015 Amortization of Premium on Debt/Credit -
Interest Expenses 6020 Amortization of Loss on Reacquired Debt -
Interest Expenses 6025 Amortization of Gain on Reacquired Debt--Credit -
Interest Expenses G030 Interest on Debt to Associated Companies - Interest Expense
Interest Expenses 6035 Other interest Expense 785,250 | Interest Expense
Interest Expenses 6040 Allowance for Borrowed Funds Used During Construction-—Credit -
Interest Expenses 6042 Allowance For Other Funds Used During Construction -
Interest Expenses 6045 Interest Expense on Capital Lease Obligations -

Taxes Other Than Income Taxes 90,207 | Other Costs
Taxes 6110 Income Taxes (733,828)| Income Taxes
Taxes 6115 Provision for Future Income Taxes {16,609} | Income Taxes -Future
Other Deductions Donations 2,975 | Other Costs
Other Deductions Life Insurance -
Other Deductions Penalties -
Cther Deductions Other Deductions -




“Account No-

Extraordinary ltems

6305

Extraordinary Income

:.-.:Account Description” - -

Extraordinary ltems

6310

Extraordinary Deductions

Extraordinary ltems

6315

Income Taxes: Extraordinary Item

| i o0 o0 o -AccountDescription ©
Discontinues Operations - Income/ Gains

Disconected Operations 64—105 -

Discenected Operations 6410 Discontinued Qperations - Deductions/ Losses -

Disconected Operations 6415 Income Taxes, Discontinued Operations -
Total (3,623,607)




Service Revenue

{59,624,437)

Other income {1,071,088)
{60,695,525)
Power Costs 50,494,619
Salaries and Benefits 2,949,818
Material Costs 79,329
Property costs 220,449
Other Costs 858,603
Contract Services 628,388
Communication Costs 438,247
Capital Tax -
Amortization 1,360,873
Interest Expense 789,250
Income Taxes {733,828}
Income Taxes -Future (16,609)
Allocated to capital
57,069,229
Net Income per USoA (3,623,607)
Net Income per Financial Statements 3,623,607

{0)
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2014 Income Statement
Revanua Expendiiures Other Expenses Inconv Taxas
Talanes and — Coalract "~ Communicaion
Usofa Senvica Ravanue; Other Incema: Cosi of Power: banafils: Matetial costs: Setvices: Propery cosls: Cther costs: <osis: Interest Currgnl; Future: Totals 217 Ro-alfoeation for AFS
1 2 a 4 5 & 7 8 9 0 1 12 13 presentation
5705 - - - - - - - - - 1,419,473 - - - 1,419,473 1,419,473 o
6005 - - - - - - - - - - 664,347 - - 664,347 664,347 i
65035 - - - - . - - - - - 160,551 . - 160,551 160,551 0
6110 - . . - - - - - - - - {452,226} - {452,226) {452,226} -
6115 - - - - - - - - - - - - 231,731 231,731 231,731 -
6205 - - - - - - - 3,362 - - - - - 3,362 24,054 (20,692)
9070 - - - - - - - 2,203 - - - - - 7,203 - 7203
64,934,883 1,206,824 55,410,222 2,796.403 41,233 871,071 706,834 438,482 434,260 1.419.473 824,898 {452,226) 231,731
65,141,707 60,608,515 224431 {220,495}
2
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0
, License Number , Flle Number

0

2015 STATEMENT OF INCOME AND RETAINED EARNINGS

Account Description | Total
3000-Sales of Electricity
4006-Residential Energy Sales (54,820,9086)
4010-Commercial Energy Sales 0
4015-Industrial Energy Sales 0
4020-Energy Sales to Large Users 0
4025-Street Lighting Energy Sales 0
4030-Sentine! Energy Sales 0
4035-General Energy Sales 0
4040-Other Energy Sales to Public Authorities 0
4045-Energy Sales to Raifroads and Railways 0
4050-Revenue Adjustment 0
4055-Energy Sales for Resale 0
4060-Interdepartmental Energy Sales 0
4062-\WMS {3,064,223)
4076-Smart Meter Entity Charges (206,273)
4066-NW {3,885,570)
4068-CN (2,748,453)
4075-LV Charges {1,373,938)
3000-Sales of Electricity Total (66,099,360)
3050-Revenues From Services - Distirbution
4080-Distribution Services Revenue (9,847,171)
4080-2-SSS Revenue 0
4082-RS Rev 0
4084-Serv Tx Reguests 0
4090-Electric Services Incidental to Energy Sales SMART METER REVENUE 0
3050-Revenues From Services - Distirbution Total (9,847,171)
3100-Other Operating Revenues
4205-Interdepartmental Rents 0
4210-Rent from Electric Property (171,914)
4215-Other Utility Operating Income 0
4220-Other Electric Revenues 0
4225-Late Payment Charges (277,000)
4230-Sales of Water and Water Power 0
4235-Miscellaneous Service Revenues (203,470)
4240-Provision for Rate Refunds 0
4245-Government Assistance Directly Credited to Income 0
23100-Other Operating Revenues Total {652,384)

2015 Income Statement




Account Description

Total

3150-Other Income & Deductions

4305-Regulatory Debits 0
4310-Regulatory Credits 0
4315-Revenues from Electric Plant Leased to Others 0
4320-Expenses of Electric Plant Leased to Others 0
4325-Revenues from Merchandise, Jobbing, Etc. 0
4330-Costs and Expenses of Merchandising, Jobbing, Etc 0
4335-Profits and Losses from Financial Instrument Hedges 0
4340-Profits and Losses from Financial Instrument Investments 0
4345-Gaing from Disposition of Future Use Utility Plant 0
4350-Losses from Disposition of Future Use Utility Plant 0
4355-Gain on Disposition of Utility and Other Property {40,000)
4360-Loss on Disposition of Utility and Other Property 0
4365-Gains from Disposition of Allowances for Emission 0
4370-Losses from Disposition of Allowances for Emission 0
4375-Revenues from Non-Utility Operations (331,697)
4380-Expenses of Non-Utility Operations 0
4385-Expenses of Non-Utility Operations (21,600)
4390-Miscelianeous Non-Qperating Income (85,000}
4395-Rate-Payer Benefit Including Interest 0
4398-Foreign Exchange Gains and Losses, Including Amortization 0
3150-Other Income & Deductions Total (458,297)
3200-Investment Income

4405-Interest and Dividend Income {100,000)
4415-Equity in Earnings of Subsidiary Companies 0
3200-Investment Income Total (100,000)

3360-Power Supply Expenses
4705-Power Purchased 54,820,906
4708-WMS 2,365,365
4710-Cost of Power Adjustments 0
4712-Charges - one time 0
4714-NW 3,885,570
4715-System Control and Load Dispatching 0
4716-CN 2,748,453
4720-Other Expenses 0
4751-Smart Meter Entity Charges 206,273
4730-Rural Rate Assistance Expense 698,858
4750-LV Charges 1,373,936
3350-Power Supply Expenses Total 66,099,360
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Account Description Total

35600-Distribution Expenses - Operation
5005-Operation Supervision and Engineering 197,020
5010-Load Dispatching 0
5012-Station Buildings and Fixtures Expense 19,680
5014-Transformer Station Equipment - Operation Labour 0
5015-Transformer Station Equipment - Operation Supplies and Expenses 0
5016-Distribution Station Equipment - Operation Labour 209,334
5017-Distribution Station Equipment - Operation Supplies and Expenses 38,256
5020-Overhead Distribution Lines and Feeders - Operation Labour 452 461
5025-Overhead Distribution Lines and Feeders - Operation Supplies and Expenses 78,932
5030-Overhead Subtransmission Feeders - Operation 0
5035-Overhead Distribution Transformers - Operation 12,000
5040-Underground Distribution Lines and Feeders - Operation Labour 0
5045-Underground Distribution Lines and Feeders - Operation Supplies and Expenses 10,100
5050-Underground Subtransmission Feeders - Operation 0
5055-Underground Distribution Transformers - Operation 0
5060-Street Lighting and Signal System Expense 0
5065-Meter Expense 231,580
5070-Customer Premises - Operation Labour 0
5075-Customer Premises - Materials and Expenses 0
5085-Miscellaneous Distribution Expense 16,000
5090-Underground Distribution Lines and Feeders - Rental Paid 0
5085-0verhead Distribution Lines and Feeders - Rental Paid 0
5096-Other Rent 0

3500-Distribution Expenses - Operation Total 1,265,363
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Account Description Total
3550-Distribution Expenses - Maintenance
5105-Maintenance Supervision and Engineering 0
5110-Maintenance of Structures 0
5112-Maintenance of Transformer Station Equipment 0
5114-Mtaint Dist Stn Equip 10,500
5120-Maintenance of Poles, Towers and Fixtures 16,000
5125-Maintenance of Overhead Conductors and Devices 0
5130-Maintenance of Overhead Services 0
5135-Overhead Distribution Lines and Feeders - Right of Way 297,500
5145-Maintenance of Underground Conduit 0
5150-Maintenance of Underground Conductors and Devices 16,500
5155-Maintenance of Underground Services ¢
5160-Maintenance of Line Transformers 0
5165-Maintenance of Street Lighting and Signal Systems 0
5170-Sentinel Lights - Labour 0
5172-Sentinel Lights - Materials and Expenses 0
5175-Maintenance of Meters 500
5178-Customer Installations Expenses - Leased Property 0
5195-Maintenance of Other Installations on Customer Premises 0
3550-Distribution Expenses - Maintenance Total 341,000
3650-Billing and Collecting
5305-Supervision 193,712
5310-Meter Reading Expense 29,800
5315-Customer Billing 724,444
5320-Collecting 544,537
5325-Collecting - Cash Over and Short 0
5330-Collection Charges 2,400
5335-Bad Debt Expense 90,000
5340-Miscellansous Customer Accounts Expenses 0
3650-Billing and Collecting Total 1,584,893
3700-Community Relations
5405-Supervision 0
5410-Community Relations - Sundry 0
5415-Energy Conservation 0
5420-Community Safety Program 0
5425-Miscellaneous Customer Service and Informational Expenses 0
3700-Community Relations Total 0
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Account Description Total
3800-Administrative and General Expenses
5605-Executive Salaries and Expenses 615,289
5610-Management Salaries and Expenses 446,326
5615-General Administrative Salaries and Expenses 692,718
5620-Office Supplies and Expenses 97,075
5625-Administrative Expense Transferred-Credit 0
5630-Outside Services Employed 107,800
5635-Property insurance 45,980
5640-Injuries and Damages 73,251
5645-Employee Pensions and Benefits 93,566
5650-Franchise Requirements 0
5655-Regulatory Expenses 138,500
5660-General Advertising Expenses 5,800
5665-Miscellaneous Expenses 443,469
5670-Rent 0
5675-Maintenance of General Plant 157,243
5680-Electrical Safety Authority Fees 0
5685-Independent Market Operator Fees and Penalties 0
5695-OM&A Contra Account 0
3800-Administrative and General Expenses Total 2,917,017
3850-Amortization Expense
5705-Amortization Expense - Property, Plant and Equipment 2,119,419
5710-Amortization of Limited Term Electric Plant Q
5715-Amortization of Intangibles and Other Electric Plant 0
5720-Amortization of Electric Plant Acquisition Adjustments 0
5725-Miscellaneous Amortization 0
5730-Amortization of Unrecovered Plant and Regulatory Study Costs 0]
5735-Amortization of Deferred Development Costs 0
5740-Amortization of Deferred Charges 0
3850-Amortization Expense Total 2,119,419
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Account Description

Total

3900-Interest Expense

6005-Interest on Long Term Debt 1,125,041
6010-Amortization of Debt Discount and Expense 0
6015-Amortization of Premium on Debt-Crexdit 0
6020-Amortization of Loss on Reacquired Debt 0
6025-Amortization of Gain on Reacquired Debt-Credit 0
6030-Interest on Debt to Associated Companies 0
8035-Other Interest Expense 0
8040-Allowance for Borrowed Funds Used During Construction-Credit 0
6042-Allowance for Other Funds Used During Construction 0
8045-Interest Expense on Capital Lease Obligations 0
3900-Interest Expense Total 1,125,041
3950-Taxes Other Than Income Taxes
6105-Taxes Other Than Income Taxes 101,896
3950-Taxes Other Than Income Taxes Total 101,896
4000-Income Taxes
6110-Income Taxes (256,455)
6115-Provision for Future Income Taxes 0
4000-Income Taxes Total (256,455)
4100-Extraordinary & Other ltems
6205-Donations - LEAP 12,000
6210-Life Insurance 0
6215-Penalties 0
6225-Other Deductions to balance 0
4100-Extraordinary & Other Items Total 12,000
Net Income - (Gain)/Loss (1,847,676)
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2016 STATEMENT OF INCOME AND RETAINED EARNINGS

Account Description

Total

3000-Sales of Electricity

4006-Residential Energy Sales

(54,904,781)

4010-Commercial Energy Sales

4015-Industrial Energy Sales

4020-Energy Sales to Large Users

4025-Street Lighting Energy Sales

4030-Sentinel Energy Sales

4035-General Energy Sales

4040-Other Energy Sales to Public Authorities

4045-Energy Sales to Railroads and Railways

4050-Revenue Adjustment

4055-Energy Sales for Resale

4060-Interdepartmental Energy Sales

0
0
0
0
0
0
0
0
Y
0
0

4062-WMS

(3,068,988

4076-Smart Meter Entity Charges

(204,731

4068-NW

4068-CN

(2,869,148

4075-LV Charges

(1,373,936

3000-Sales of Electricity Total

)
)
(3,654,054)
)
)
)

(66,075,638

3050-Revenues From Services - Distirbution

4080-Distribution Services Revenue

(11,262,055)

4080-2-8S8 Revenue 0
4082-RS Rev 0
4084-Serv Tx Requests 0
4090-Electric Services Incidental to Energy Sales SMART METER REVENUE 0

3050-Revenues From Services - Distirbution Total |

(11,262,055)

3100-Other Operating Revenues

4205-Interdepartmental Rents 0
4210-Rent from Electric Property (171,914)
4215-Other Utility Operating Income 0
4220-Other Electric Revenues 0
4225-Late Payment Charges (277,000)
4230-Sales of Water and Water Power 0
4235-Miscellaneous Service Revenues (203,470)
4240-Provision for Rate Refunds 0
4245-Government Assistance Directly Credited to Income 0

3100-Other Operating Revenues Total (652,384)
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Account Description Total
3150-Other Income & Deductions
4305-Regulatory Debits 0
4310-Regulatory Credits 0
4315-Revenues from Electric Plant Leased to Dthers 0
4320-Expenses of Electric Plant Leased to Others 0
4325-Revenues from Merchandise, Jobbing, Etc. 0
4330-Costs and Expenses of Merchandising, Jobbing, Etc 0
4335-Profits and Losses from Financial Instrument Hedges 0
4340-Profits and Losses from Financial Instrument Investments 0
4345-Gains from Disposition of Future Use Utility Plant 0
4350-Losses from Disposition of Future Use Utility Plant 0
4355-Gain on Disposition of Utility and Other Property (40,000)
4360-Loss on Disposition of Utility and Other Property 0
4365-Gains from Disposition of Allowances for Emission 0
4370-Losses from Disposition of Allowances for Emission 0
4375-Revenues from Non-Utility Operations (331,697)
4380-Expenses of Non-Utility Operations 0
4385-Expenses of Non-Utility Operations (21,600)
4390-Miscellaneous Non-Operating Income (65,000)
4395-Rate-Payer Benefit Including Interest 0
4398-Foreign Exchange Gains and Losses, Including Amortization 0
3150-Other Income & Deductions Total {458,297)
3200-Investment Income
4405-Interest and Dividend Income {100,000)
4415-Equity in Earnings of Subsidiary Companies 0
3200-Investment Income Total (100,000)
3350-Power Supply Expenses .
4705-Power Purchased 54,904,781
4708-WMS 2,369,043
4710-Cost of Power Adjustments 0
4712-Charges - one time 0
4714-NW 3,654,054
4715-System Control and Load Dispatching 0
4716-CN 2,869,148
4720-Other Expenses 0
4751-Smart Meter Entity Charges 204,731
4730-Rural Rate Assistance Expense 699,945
4750-LV Charges 1,373,936
: 3350-Power Supply Expenses Total 66,075,638
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Account Description Total

3500-Distribution Expenses - Operation
5005-Operation Supervision and Engineering 240,918
5010-Load Dispaiching 0
5012-Station Buildings and Fixtures Expense 19,680
5014-Transformer Station Equipment - Operation Labour 0
5015-Transformer Station Equipment - Operation Supplies and Expenses 0
5016-Distribution Station Equipment - Operation Labour 195,574
5017-Distribution Station Equipment - Operation Supplies and Expenses 38,256
5020-Overhead Distribution Lines and Feeders - Operation Labour 481,275
5025-Overhead Distribution Lines and Feeders - Operation Supplies and Expenses 95,918
5030-Overhead Subtransmission Feeders - Operation 0
5035-Overhead Distribution Transformers - Operation 13,800
5040-Underground Distribution Lines and Feeders - Operation Labour 0
5045-Underground Distribution Lines and Feeders - Operation Supplies and Expenses 12,125
5050-Underground Subtransmission Feeders - Operation 0
5055-Underground Distribution Transformers - Operation 0
5060-Street Lighting and Signal System Expense 0
5065-Meter Expense 242,103
5070-Customer Premises - Operation Labour 0
5075-Customer Premises - Materials and Expenses 0
5085-Miscellaneous Distribution Expense 16,000
5080-Underground Distribution Lines and Feeders - Rental Paid 0
5095-Overhead Distribution Lines and Feeders - Rental Paid 0
5096-Other Rent 0

3500-Distribution Expenses - Operation Total 1,355,647
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Account Description Total
3550-Distribution Expenses - Maintenance
5105-Maintenance Supervision and Engineering ¢
5110-Maintenance of Structures 0
5112-Maintenance of Transformer Station Equipment 0
5114-Mtaint Dist Stn Equip 10,500
5120-Maintenance of Poles, Towers and Fixtures 16,800
5125-Maintenance of Overhead Conductors and Devices 0
5130-Maintenance of Qverhead Services 0
5135-Overhead Distribution Lines and Feeders - Right of Way 327,500
5145-Maintenance of Underground Conduit 0
5150-Maintenance of Underground Conductors and Devices 18,825
5155-Maintenance of Underground Services 0
5160-Maintenance of Line Transformers 0
5165-Maintenance of Street Lighting and Signal Systems 0
5170-Sentinel Lights - Labour 0
5172-Sentinel Lights - Materials and Expenses 0
5175-Maintenance of Meters 500
5178-Customer Installations Expenses - Leased Property 0
5185-Maintenance of Other Installations on Customer Premises 0
3550-Distribution Expenses - Maintenance Total 374,125
3650-Billing and Collecting
5305-Supervision 197,420
5310-Metier Reading Expense 39,586
5315-Customer Billing__ 975,639
5320-Collecting 584,093
5325-Collecting - Cash Over and Short 0
5330-Collection Charges 4,200
5335-Bad Debt Expense 90,000
5340-Miscellaneous Customer Accounts Expenses 0
3650-Billing and Collecting Total 1,890,937
3700-Community Relations
5405-Supervision 0
5410-Community Relations - Sundry 0
5415-Energy Conservation 0
5420-Community Safety Program 0
5425-Miscellanecus Customer Service and Informational Expenses 0
3700-Community Relations Total 0
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Account Description Total
3800-Administrative and General Expenses
5605-Executive Salaries and Expenses 628,891
5610-Management Salaries and Expenses 543,015
5615-General Administrative Salaries and Expenses 692,003
5620-Office Supplies and Expenses 106,539
5625-Administrative Expense Transferred-Credit 0
5830-Outside Services Employed 156,440
5635-Property Insurance 45,980
5640-Injuries and Damages 73,251
5645-Employee Pensions and Benefits 95,501
5650-Franchise Requirements 0
5655-Regulatory Expenses 141,000
5660-General Advertising Expenses 5,800
5665-Miscellaneous Expenses 468,115
5670-Rent 0
5675-Maintenance of General Plant 165,536
5680-Electrical Safety Authority Fees 0
5685-Independent Market Operator Fees and Penalties 0
5695-OM&A Contra Account 0
3800-Administrative and General Expenses Total 3,122,070
3850-Amortization Expense
5705-Amortization Expense - Property, Plant and Equipment 2,356,442
5710-Amortization of Limited Term Electric Plant 0
5715-Amortization of Intangibles and Other Electric Plant 0
5720-Amortization of Electric Plant Acquisition Adjustments 0
5725-Miscellansous Amortization 0
5730-Amortization of Unrecovered Plant and Regulatory Study Costs 0
5735-Amortization of Deferred Development Costs 0
5740-Amortization of Deferred Charges 0
3850-Amortization Expense Total 2,356,442
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Account Description Total
3900-Interest Expense
6005-Interest on Long Term Debt 1,165,806
8010-Amortization of Debt Discount and Expense 0
8015-Amortization of Premium on Debt-Credit 9
6020-Amortization of Loss on Reacquired Debt 0
6025-Amortization of Gain on Reacquired Debt-Credit 0
8030-Interest cn Debt to Asscciated Companies 0
6035-Other Interest Expense 0
6040-Allowance for Borrowed Funds Used During Construction-Credit 0
6042-Allowance for Other Funds Used During Construction 0
6045-Interest Expense on Capital Lease Obligations 0
3900-Interest Expense Total 1,165,806
3950-Taxes Other Than Income Taxes
8105-Taxes Other Than Income Taxes 104,440
3950-Taxes Other Than Income Taxes Total 104,440
4000-Income Taxes
6110-Income Taxes (220,666)
6115-Provision for Future Income Taxes 0
4000-income Taxes Total {220,666)
4100-Extraordinary & Other Iltems
6205-Donations - LEAP 12,027
8210-Life Insurance 0
6215-Penalties 0
6225-Cther Deductions to balance 0
4100-Extraordinary & Other ltems Total 12,027
Net Income - (Gain)/Loss {2,311,908)

2016 Income Statement
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Box 976 Telephone {905) 523-8200
21 King Strest West Suite 700 Telefax (905) 523-2222
Hamilton ON L8N 3R1 www . kpmg.ca

INDEPENDENT AUDITORS’ REPORT

To the Directors of Halton Hills Community Energy Corporation

We have audited the accompanying non-consolidated financial statements of Halton Hills Community
Energy Corporation, (the “Entity") which comprise the non-consolidated balance sheet as at December
31, 2014, the non-consolidated statements of operations and deficit and cash flows for the year then
ended, and notes, comprising a summary of significant accounting policies and other explanatory
information. The non-consolidated financial statements have been prepared by management in
accordance with the basis of accounting in Note 1 to the non-consolidated financial statements.

Management's Responsibility for the Non-consolidated Financial Statements

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

Auditors’ Responsibility

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

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

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

KPMG LLP Is a Canadlan limkted lizbilily partnership apd & member fim of the KPMG
network of Independent member firms affiliated with KPMG International Cooperative
("KPMG International’), a Swiss entity.

KPMG Canada provides services to KPMG LLP,



Opinion

In our opinion, the non-consolidated financial statements presents fairly, in all material respects, the
non-consolidated financial position of Halton Hills Community Energy Corporation as at December 31,
2014, and its non-consolidated results of operations and its non-consolidated cash flows for the year
then ended in accordance with the basis of accounting in Note 1 to the non-consolidated financial
statements.

Basis of Accounting and Restriction on Use

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

Other Matters
Halton Hills Community Energy Inc. has prepared consolidated financial statements for the year ended

December 31, 2014 in accordance with Canadian generally accepted accounting principles on which
we issued a separate auditors’ report dated April 24, 2015,

Kins 2
ez —

Chartered Professional Accountants, Licensed Public Accountants

April 24, 2015
Hamilfon, Canada
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HALTON HILLS COMMUNITY ENERGY CORPORATION

Non-consolidated Balance Sheet

December 31, 2014, with comparative information for 2013

2014 2013
Assets
Current assets:
Cash and cash equivalents $ 58,369 3 129,982
Accounts receivable 62,446 56,394
Prepaid expense 6,322 4,423
Current portion of loan receivable {note 2) 25,152 24,761
Due from related companies {note 3) 88,131 -
240,420 215,560
Loan recelvable {note 2} 373,234 398,386
Due from related companies {note 3) 91,595 -
Long-term investments {note 4) 16,555,330 16,555,430
Capital assets (hote 5) 111,627 41,316
Future income taxes 731,676 5,033
$ 18,103,882 17,215,725
Liabilities and Shareholder's Equity
Current liabilitles:
Accounts payable and accrued liabillties $ 91,518 48,032
Current portion of loan payable {note 6) 144,584 143,985
Dus to related companies {note 3) - 20177
236,100 212,194
Long-term loan payable (note 6) 3,173,133 3,317.110
3,409,233 3,529,304
Shareholder's equity:
Capital stock {note 7) 16,161,663 16,161,663
Retained earnings (deficit) {1.467.014) (2,.475,242)
14,694,649 13,686,421
$ 18,103,882 § 17,215,725

See accompanying notes to non-consolidated financial statements,

On,behalf of the Board:
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Director

Director




HALTON HILLS COMMUNITY ENERGY CORPORATION

Non-consolidated Statement of Operations and Deficit

Year ended December 31, 2014, with comparative information for 2013

2014 2013
Revenue:
Dividends $ 1,573,719 $ 1,390,906
Other income 310,836 99,267
1,884,555 1,480,173
Expenses: '
Salaries and benefits 216,973 3,500
Contract services and other 22,706 187,313
Bad debt expense (note 3) (206,500} 212,914
33,179 403,727
Earnings before the undernoted 1,851,376 1,086,446
Amortization 4,090 2,045
Interest expense 73,750 81,380
Earnings before income taxes 1,773,536 1,003,021
Income taxes:
Current (recovery) - -
Future (recovery) (726,643) 2,873
(726,643) 2,873
Net earnings 2,500,179 1,000,148
Deficit, beginning of year (2,475,242) (1,983,441)
Dividends on common shares (1,491,951) (1,491,949)
Retained earnings (deficit), end of year $ (1,467,014) $ (2,475,242)

See accompanying notes to non-consolidated financial statements.



HALTON HILLS COMMUNITY ENERGY CORPORATION

Non-consolidated Statement of Cash Flows

Year ended December 31, 2014, with comparative information for 2013

2014 2013
Cash provided by (used in):
Operations:
Net earnings § 2,500,179 $ 1,000,148
ltems not involving cash:
Amortization 4,090 2,045
Future income taxes (726,643) 2,873
Disposition of investment — Harvester Energy
Canada Inc. 100 -
Changes in non-cash operating working capital (note 8) 35,533 19,947
1,813,259 1,025,013
Financing:
Bank loan - {(2,910,000)
Loan payable (143,378) 3,461,095
Change in related party balances, net (108,308) 57,848
Dividends on common shares {1,491,951) (1,491,949)
(1,743,637) (883,008)
Investments:
Purchase of capital assets (74,401) {43,361)
Loan receivable 24,781 24,377
Note receivable {91,595) -
(141,235) (18,984)
{Decrease) increase in cash and cash equivalents (71,613) 123,023
Cash and cash equivalents, beginning of year 129,982 6,959
Cash and cash equivalents, end of year $ 58,369 $ 129,082

See accompanying notes {o non-consclidated financial statements.



HALTON HILLS COMMUNITY ENERGY CORPORATION

Notes to Non-consoclidated Financial Statements

Year ended December 31, 2014

Haltoen Hills Community Energy Corporation (the "Company™), is a wholly-owned corporation of The
Town of Halton Hills. Halton Hills Community Energy Corporation is the parent company of Halton Hills
Hydro Inc., and SouthWestern Energy Inc. The principal activity of the Company is the marketing of
energy.

1. Significant accounting policies:
(2) Basis of accounting:

These financial statements have been prepared in accordance with Part V of the CPA
Canada Handbook which is the accounting framework used in the preparation of the
financial statements in the prior year. These financial statements are not prepared in
accordance with Canadian generally accepted accounting principles (“GAAP") in that the
required accounting framework is Part | of the CPA Canada Handbook, being International
Financial Reporting Standards (“IFRS").

The financial statements have been prepared on a non-consolidated basis for income tax
purposes. These financial statements materially differ from GAAP because they are non-
consolidated.

The Company has also prepared consolidated financial statements for the same period in
accordance with GAAP and distributed such to its Directors and Shareholder.

(b) Cash and cash equivalents:
Cash and cash equivalents consist of cash on hand, balances with banks, and investments
in money market instruments, with maturities of 90 days or less at acquisition. Investing and
financing activities that do not require the use of cash or cash equivalents are excluded from
the Statement of Cash Flows and disclosed separately.

(¢) Longterm investments:
l.ong-term investments in subsidiary Companies are recorded at cost.

(d) Capital assets;

Capital assets are recorded at cost. Amortization is provided on a straight-line basis over
the useful service life of 5 years for the electric vehicle charging stations.

Construction in progress assets are not amortized until the project is complete and in
service,



HALTON HILLS COMMUNITY ENERGY CORPORATION

Notes to Non-consolidated Financial Statements (continued)

Year ended December 31, 2014

1. Significant accounting policies (continued):
(&) Use of gstimates:

The preparation of financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenditures during the reporting peried. Actual
results could differ from those estimates.

{f) Financial instruments:
Financial asseis and labilities:
The financial instrument accounting standards require that all financial instruments are
classified into one of the following categories: held-for-trading, available-for-sale,
held-to-maturity, other liabilities or loans and receivables. All financial instruments are

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

The Company has classified its financial instruments as follows:

Cash and cash equivalents Held-for-trading
Accounts receivable L.oans and receivables
Due from related companies Loans and receivables
Loan receivable Loans and receivables
Bank loan Other liabilities
Accounts payable and accrued liabilities Other liabilities
Long-term loan payable Cther liabilities
Due to related companies Other liabilities

Held-for-trading financial instruments are measured at fair value, with all gains and losses
and transaction costs included in net earnings. Loans and receivables and other liabilities
are measured at amortized cost using the effective interest rate method.

Derivatives and hedge accounting:

The Company does not have derivatives and does not engage in derivative trading or
speculative activities. Hedge accounting has not been used in the presentation of these
financial statements.



HALTON HILLS COMMUNITY ENERGY CORPORATION

Notes to Non-consolidated Financial Statements (continued)

Year ended December 31, 2014

1. Significant accounting policies (continued):
(g) Payment-in-lieu of income taxes:

Under the Electricity Act, 1998, the Company is required to make payments-in-lieu of
corporate income taxes (FILs) to the Ontario Electricity Financial Corporation.

These payments are recorded in accordance with the rules for computing income taxes as
per the Income Tax Act (Canada) and the Corporation Tax Act (Ontario) and modified by the
Electricity Act, 1998, and rslated regulations. '

The Company accounts for PILs using the liability method. Under the liability method, future
income taxes reflect the net tax effects of temporary differences between the tax basis of
assets and liabilities and their carrying amounts for accounting purposes, as well as for tax
losses available to be carried forward to future years that are likely to be realized.

{h) Revenue recognition:

Dividend income is recognized when dividends are declared and payable. Other income is
comprised of interest income and is recognized as earned.

(i} Emerging accounting issue:
Transition to international Financial Reporting Standards

The Canadian Accounting Standards Beoard ("AcSB") adopted a strategic plan that would
have Canadian GAAP converge with IFRS, effective January 1, 2011 which would have
required entities to restate, for comparative purposes, their interim and annual financial
statements and their opening financial position.

In October 2010, the AcSB approved the incorporation of a one year deferral of adoption of
IFRS into Part 1 of the CPA Canada Handbook for qualifying entities with activities subject
to rate regulation. Part 1 of the CPA Canada Handbook specified that first-time adoption,
for companies that met this requirement, was mandatory for interim and annual financial
statements relating to annual periods beginning on or after January 1, 2015.

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

The Company has decided to implement IFRS commencing January 1, 2015.



HALTON HILLS COMMUNITY ENERGY CORPORATION

Notes to Nen-consolidated Financial Statements (continued)

Year ended December 31, 2014

2. Loan receivable:

The loan receivable from the Town of Halton Hills bears interest of 3.0% per annum with
quarterly interest and principal repayments up to August 30, 2029, Interest received from the
Town of Halton Hills was $6,393 (2013 - $6,779).

2014 2013
Total loan receivable $ 398386 § 423147
Less: current portion 25,152 24,761

$ 373234 § 308,386

3. Due from (to) related companies:

Amounts due from (to) related companies are unsecured and have no specific interest, except for
the amount due from SouthWestern Energy Inc., successor to Harvester Energy Canada Inc.
which bears interest at 4.12% (2013 — 4.12%) per annum.

Allowance for Doubtful Accounts previously represented the amount due from Harvester Energy
Canada Inc.; SouthWestern Energy Inc. has assumed responsibility of the debt and the
statements reflect the bad debt recovery. Bad debt recovery (expense) is $250,000 (2013 -
($212,914).

The amounts arose during the normal course of operations.

2014 2013

Halton Hills Hydro inc. $ 148,115 % (5,078}

SouthWestern Energy Inc. (59,984) {15,099)
SouthWestern Energy Inc., successor to

Harvester Energy Canada Inc. 2,493,323 2,608,227

2,681,454 2,588,050

Less: allowance for doubtful accounts {2,401,728) (2,608,227)

Less: current 88,131 (20,177)

$ 91595 § -




HALTON HILLS COMMUNITY ENERGY CORPORATION

Notes to Non-consolidated Financial Statements (continued)

Year ended December 31, 2014

4. Long-ferm investments:

The Company holds the following long-term investments in subsidiaries, all of which are wholly-

owned:;

2014 2013
Harvester Energy Canada Inc, $ - % 100
SouthWestern Energy Inc. 393,667 393,667
Halton Hills Hydro Inc. 16,161,663 16,161,663

$16,565,330 $16,555,430

5. Capital assets:

The capital assets of the Company consist of the following:

2014 2013

Accumulated Net book Net book

Cost  amortization value value

Electric charging station $ 20,449 $ 6,135 § 14,314 $ 18,404
Work-in-progress 97,313 - 97,313 22,912
$ 117,762 $ 6,135 § 111627 § 41,316

During the year, the company recorded capital asset additions of $74,401 (2013 - $20,449).

6. Long-term loan payable:

Term loan facility renewal in the amount of $3,377,502 on July 2, 2014 at a fixed rate of 2.23%
per annum for a Rate Term expiring July 2, Amortization period of 228 months, monthly blended
payments of principal and interest on the loan are $18,186. The loan is secured by a General
Security Agreement representing a first charge on all personat property.2015.

2014 2013
Total loan payable $ 3,317,717 $ 3,461,095
Less current portion 144,584 143,985

$ 3,173,133 $ 3,317,110




HALTON HILLS COMMUNITY ENERGY CORPORATION

Notes to Non-consolidated Financial Statements (continued)

Year ended December 31, 2014

7. Capital stock:

2014 2013
Authorized:
Unlimited number of preference shares
Unlimited number of common shares
Issued and fully paid:
1,000 common shares $ 16,161,663 $ 16,161,663
8. Changes in non-cash working capital:
The net change is non-cash working capital consists of the following:
2014 2013
Accounts receivable $ (6,052) § {21,156)
Prepaid expense (1,899) 6,657
Accounts payable and accrued liabilities 43 484 34,446

$ 35533 § 19,847

9.  Financial instruments:

The carrying value of the cash and cash equivalents, accounts receivable, loan receivable, bank
loan, accounts payable and accrued liabilities and due toffrom related companies all approximate
fair value because of the short maturity of these instruments.

The Company's activities provide for a variety of financial risks. Exposure to credit risk, market
risk and liquidity risk occur in the normal course of the Company's operations as follows:

Credit risk

Financial assets carry credit risk, in that a counter-party will fail to discharge an obligation,
resulting in a financial loss. Financial assets, such as accounts receivable, loan receivable, and
notes receivable, expose the Company to credit risk.



HALTON HILLS COMMUNITY ENERGY CORPORATION

Notes to Non-consolidated Financial Statements (continued)

Year ended December 31, 2014

8. Financial instruments (continued):

Market risks

Market risk primarily refers to the risk of loss that may result from changes in commadity prices,
foreign exchange rates, and interest rates. The Company currently does not have commodity or
foreign exchange risk. The Company's Interest rate risk is limited to the loan receivable with The
Town of Haiton Hills which bears interest at 3.0% and due from related company, SouthWestern
Energy Inc., successor to Harvester Energy Canada Inc., which bears interest at 4.12%.

Liquidity risk

The Company monitors its liquidity risk to ensure access to sufficient funds to meet operational
and investing demands. The Company's cbjective is to ensure that sufficient liquidity is on hand
to meet obligations as they fall due while minimizing any interest expense. The Company
monitors cash balances to ensure that sufficient levels of liquidity are on hand to meet financial
commitments as they come due.

The maijority of accounts payable, as reported on the balance sheet, are due within 60 days.

10. Capital disclosures:

The main objectives of the Company when managing capital are to ensure ongoing access to
funding to maintain and improve the asset base, compliance with covenants related to any credit
facilities, prudent management of its capital structure and to deliver the appropriate financial
returns.

The Company's definition of capital includes shareholder's equity and long-term debt. As at

December 31, 2014, shareholder's equity amounts to $16,369,734 (2013 - $13,686,421) and
long-term debt amounts to $3,317,717 (2013 — $3,461,095).

10



Halton Hills Hydro Inc.
EB-2015-0074

Exhibit 1

Page 100 of 103

Filed: August 28, 2015

APPENDIX 1-H

CODE OF CONDUCT

LEGAL_1:35975715.4



\\\N,’

Halton Hills
Community Energy

= CORPORATION — -

CODE OF CONDUCT

1. INTRODUCTION

Halton Hills Community Energy Corporaticn and its affiliates, Halton Hills Hydro
Inc. and SouthWestern Energy Inc. are committed to conducting all business
dealings in compliance with all applicable laws and regulations, based on the
highest ethical standards and in full compliance with this Code.

As representatives of Halton Hills Community Energy Corporation (HHCEC) and
its affiliates, employees, directors and agents are expected to comply with all
provincial, federal and local laws as well as internal policies and to conduct
themselves in a manner, which in no way jeopardizes the integrity and the image
of HHCEC or its affiliates.

The Code applies to all business activities of HHCEC and its affiliates, inclusive
of the activities of all employees, directors, and agents.

2. CORE PRINCIPLES

Integrity

It is the expectation of HHCEC and its affiliates that all employees, directors and
agents shall:

e not participate in situations where personal interests interfere with work
responsibilities; ,
never disclose confidential or sensitive information inappropriately,
engage in practices that promote the openness and fairness of
competition;
protect business assets and use them responsibly for business purposes;
ensure that they are never involved in the appointment, promotion or
hiring of anyone with whom they have a family or personal friendship; and

» treat fellow employees, customers and all others with respect, honesty,
courtesy and dignity. Any form of harassment or violence including
behaviours that demean, threaten or humiliate others will not be tolerated,;

¢ be honest, trustworthy, reliable and dependable in fulfiling all of your
duties.

Policies, Procedures & Directives — Code Of Conduct Page 1 of 8
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Performance Excellence

It is the expectation of HHCEC and its affiliates that all employees, directors and
agents will:

L]

take accountability for their work and for their resuits. Be committed fo
giving their full efforts in everything they do and recognize that they must
continue to seek new ways to be more effective and efficient;

provide a work environment in which suggestions for improvement are
welcomed and implemented where appropriate;

recognize the accomplishments of colleagues and of the organization as a
whole;

seize opportunities to improve their own skills while developing, supporting
and recognizing the talents and abilities of others; and

actively grow the profitability of our businesses.

Citizenship

It is the expectation of HHCEC and its affiliates that all employees, directors and
agents will:

act in a way that protects the health and safety of the public, our
contractors, fellow employees and themseives;

act in an environmentally responsible manner; and

respect and support the social and cultural diversities of the communities
where they live, work and serve.

3. CONFLICT OF INTEREST
3.1 Definition: Any situation where your personal interest conflicts,
reasonably appears to conflict, or could potentially conflict, with the
interests of HHCEC and/or its affiliates.
Clarity Note: It is the responsibility of all employees, directors and agents
to seek guidance from their direct supervisor or other senior executive in
the event there is any concem regarding the application of this policy to a
particular circumstance or interest,
In order to avoid a conflict of interest:
« base any business decisions on merit and strictly in the best interest of
HHCEC and its affiliates;
» Derive no personal benefit, whether direct or indirect, as a result of making
a business decision on behalf of HHCEC and/or or its affiliates;
Palicies, Procedures & Directives ~ Code Of Conduct Page 20f 8
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* Avoid any situation that may create, or reasonably appear to create, a
conflict of interest between your personal interests and those of HHCEC
and/or its affiliates;

e Do not take any part in, or in any way influence, any decision related to
HHCEC and/or its affiliates that might result in a financial or other
advantage for yourself, your family members, or friends. Always ensure
that these relationships do not impact your ability to make sound,
impartial, and objective decisions on behalf of HHCEC and/or its affiliates;

3.2  Gifts and Favours

Employees establish and maintain many interactions with other individuals,
companies and organizations to carry out necessary business functions and may
be exposed to opportunities for personal financial benefit. Accepting or offering
gifts or favours may compromise or appear to compromise the ability to make
business decisions that are in the best interest of HHCEC and/or its affiliates.

Employees shall never solicit gifts, favours, hospitality or anything of monetary
value.

Acceptance by employees, directors or agents of gifts or favours is acceptable
when;

e The gift(s) is merchandise distributed to all participants at a
conference/seminar (ie) bags, t-shirts, mugs etc;

* The gift is a result of random draw (ie.} door prize where all attendees are
automatically entered at a conference; and/or

o The gift is an educational opportunity of benefit to HHCEC and/or its
affiliates and senior management approval is granted.

Acceptance of gifts and/or favour(s) is not permitted when:

» The value of a gift may reasonably be perceived as having the ability to
influence decisions of the recipient.

No employee, director or agent shall offer payment, gift or favours to any person
in a position of trust or public responsibility with the intent fo induce them to
violate their duties or to obtain favourable treatment.

Unacceptable gifts should be returned with thanks and clarification of our policy.

3.3 Directorships

Employees shall not be an officer or serve on the Board of any private or public
business entity that competes with HHCEC and/or its affiliates.

Policies, Procedures & Directives — Code Of Conduct Page 3of8
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Management staff will not typically be an officer or serve on the Board of any
private or public business entity that contracts directly with HHCEC and/or its
affiliates (excluding where the business entity is solely a utility customer of
HHCEC). Any exception must be approved in writing by the Board of Directors.

4. LEGAL COMPLIANCE

The business of HHCEC and its affiliates shall be conducted in compliance with
all applicable laws and contractual obligations. Employees should be familiar
with the laws and regulations that relate to their work and must comply with them,
It is the responsibility of managers and supervisors to ensure that members of
their team are aware of their responsibilities in this regard and seek advice from
the appropriate department where clarification is required.

5. ACCOUNTING, FINANCE & BUSINESS REPORTING

Appropriate entries into the books and records of HHCEC and its affiliates shall
be made of all transactions in order to meet our legal, regulatory and financial
requirements. No false or artificial entries or entries that obscure the purposes of
the underlying transaction shall be made for any reason. No undisclosed or
unrecorded funds or assets shall be established or maintained.

The making of payments of any nature or the use of funds or assets of HHCEC
and/or its affiliates for any purpose which would be in violation of any applicable
law or corporate undertaking is prohibited.

6. INFORMATION TECHNOLOGY AND USE OF THE INTERNET

HHCEC and its affiliates do not tolerate non-work related use of computers or the
internet. Every employee who uses corporate technology and eguipment will be
guided by sound business ethics and professional judgement in addition to being
familiar with practices governing the use of technology and the internet (ie)

»  No pornography sites;

* No racist materials ;

* No joke sites.

7. CONFIDENTIALITY

HHCEC and its affiliates will make all reasonable efforts to protect confidential
information with respect to its customers, its employees, its business partners
and Shareholder. No employee, director or agent will take action that knowingly
violates any disclosure of information legislation. Information will be provided, as
required, to regulatory and government agencies.

The Chair and the President & CEO are the Officers of the Corporation when
communicating with the media on corporate matters.
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8. PROPRIETARY INFORMATION

As a provider of services to the public, HHCEC and its affiliates have available
certain customer related information. This information is and must be strictly
controlled, and no employee, director or agent should use such information in
any manner which is not authorized by HHCEC or its afflliates or the customer.
Proprietary information must be protected from unauthorized access or
disclosure during and after employment with HHCEC and/or its affiliates. Al
documents and records belonging to HHCEC andfor its affiliates must be
returned when an employee leaves employment,

9.a) INTELLECTUAL PROPERTY

All intellectual property arising from employment with HHCEC and its affiliates
shall be the property of the employer. Employees must make full disclosure of all
intellectual property, including inventions, and assign all rights to their employer,
without charge, so as to enable HHCEC or an affiliate to apply for inteliectual
property protection.

9.b) CORPORATE PROPERTY

All corporate property arising from employment with HHCEC and its affiliates is
the property of the employer. Property of the employer shall not be used for any
personal use without prior permission from your immediate supervisor. Non-work
related use of corporate property will not be tolerated.

10. HEALTH AND SAFETY

In order to maintain a safe and healthy workplace, employees, directors and
agents are expected to take a proactive approach to health and safety by
minimizing or eliminating risks wherever possible. Employees, directors and
agents shall comply with all applicable Health & Safety Policies including the
laws and regulations regarding safe work practices. Any areas of concern should
be reported immediately to the Joint Health & Safety Commitiee.

11. EMPLOYMENT

HHCEC and its affiliates are equal opportunity employers committed to providing
a workplace that is free from harassment and discrimination in all its forms in
accordance with the principles set forth in the Ontario Human Rights Code and
the Occupational Health and Safety Act.

12, OUR COMMUNITY AND ENVIRONMENT

HHCEC and its affiliates are committed to being socially and environmentally
responsible, recognizing that the competitive pressures for economic growth and
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cost efficiency must be integrated with environmental stewardship. The
implementation of creative ideas for waste management and reduction, recycling
and re-use programs is encouraged. The HHCEC and its affiliates are committed
to responsibly managing all aspects of its business to meet or exceed recognized
environmental, health and safety standards and legal requirements.

13. REPORTING OF ILLEGAL OR UNETHICAL BEHAVIOUR

If any employee, director or agent reasonably believes someone associated with
HHCEC or its affiliates has breached this Code in any way, they have a
responsibility to address such behaviour. Conduct that may be in breach of the
Code shall be reported to the President & CEOQ or the Chair of the Board.

Discrimination, retaliation, threats or harassment against any person who reports
in good faith and/or who participates in good faith in an investigation of reports or
complaints of conduct contrary to this Code is strictly prohibited.

14. COMMUNICATION AND TRAINING

All employees, directors and agents are expected to comply with all workplace
rules and policies, as well as the Code of Conduct. This means reading the
Code and ensuring they understand it.

15. ACCOUNTABILITIES
All employees, directors and agents shall:

¢ Ensure they comply with the Code;

* Complete any required training on the Code;
Declare any actual, perceived or potential conflicts of interest to their
Supervisor or Senior Management;

* Immediately report any violations or suspected violations of the Code to
their Supervisor or Senior Management;

Supervisors/Managers, in addition to their responsibilities as employees, shall:

Ensure that their employees understand and comply with the Code;
Review the Code with their employees on an annual basis;

Create an environment that ensures that employees feel comfortable
bringing their concerns farward,

+ Maintain the confidentiality of the individual who raises a concern to the
extent permitted by law and the Corporation's ability to address the
concern;

» Immediately inform the President & CEQ of any actual or reasonably
suspected violations of the Code;
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« [nform consultants, contractors, business partners and suppliers of our
expectations so that they comply with our Code and immediately report
non-compliance to the President & CEQ.,

16. COMPLIANCE

Failure to act in accordance with the guidelines outlined in this Code may have
consequences for the individual as well as cause harm to HHCEC and its.
affiliates. Individual consequences may include disciplinary action, up to and
inciuding termination. The need for employees, directors and agents to
understand and act in accordance with this Code of Conduct is a serious matter.

This Code represents general standards. It clarifies expectations. It does not
replace laws, sound business ethics or good judgement.

The President will notify all employees of any revisions to this Code of Conduct
Policy. Modifications may be necessary, among other reasons, to maintain
compliance with federal, provincial or local regulations and/or accommodate
organizational. change.

Policies, Procedures & Directives — Code Of Conduct Page 7 of 8
January 2015



b,

Halton Hills
Community Energy

vt CORPORATION ~~r

CODE OF CONDUCT

EMPLOYEE / DIRECTOR ACKNOWLEDGEMENT

I have read, and understand that the employer expects me to abide with the
terms therein of the “Code of Conduct”.

NAME:

DATE:

SIGNATURE:
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Customer Engagement Activities Summary
. - Provide a list of Aeceds and idcntificd through each | Actong when 1o relpond to identified needs and preferences, 1f}
Provide a list of" engag i
£ngagement acuvity 0o sction wak takem, txplam why.

4900 Walk in customers per yedr

1,Bill Payment, aecount setup, general inguiries, technieal service layout
requests and payment

Continue to maintzin a front office apen to the public to service

who prefer a face to face inteeaction and who are paying
their bills in pesson.

24483 Customer phone calls in 2014

1, Bill Payment, Account Scrup, geneeal inguities, outage information

Implermenting an IVR system to provide additional opticos and
informarion for custoemcs

1517 Written Reguests for Information in 2014

, Account history, fequests to set up pre-authorized paymeat and equal billing

1
2. Requests ceceived by e-muil, letter or webform

Conrinue to respond guickly to written inquiries s per our higtorical
SQU's. Continug 1o offer A varicty of ways for customens to contact
our office,

Tree Trimming Custemcer Meeting January 2015

1, Provicle customess with an understanding of ouz tree teinuning progeam,
impacts en their teees, why and how we trim and Iree tdmming schedule
2.Most customness were happy that we would be erimming iheir trees to reduce
outages

Discussed specific trees with customers, provide door knockers in
advance of trimming in thele azea

Social Media Updates

1. Power outage updates

2. Energy Conscrvation informarion

3. Updares on programmes and seovices we ofter
4. Safety information

5. Comununity event information

Curcently 20% of our customers follow us on sociai media. Continue
to grow our base of followess through gontinucing 19 post Himely
relevant infarmarion. Continving to enhace outge information
provided online.

Website updates

1. Power outage updares

2, Malton Hills Hiydeo fiews and events

3, energgy conservation information

Safery information

updated eate information

ecess to custorners billing, prymenr and energy use information

& o=

Cuniinuing to improve power cutige informatiun posted onling.
Continue @ updare website nnd maintain AODA compliance.

4205 Logates perfonnied in 2014

. Peeforming locares is 9 safety and legnl requicement

Coiuinue ta provide loeating services for

170 Technical Service luyouts in 2014

1
1. Service upgrades, new services, changes or relocations of existing services
2. Residential or

il ¢

New estimating sofeware installed inn 2014 speeds up the estimasing
process and assists ing in providing excell p to
Technical Service requests.

Participarion in Commumnity Eveots sucls as Fall Fairs, Canackt Dy,
Chisisnrias Parade, Earmers markers

- Particiy in apg Iy 2 co ity events annually

2. Providing customers with an oppornimity 1o meet wtility representatives in
person

3. Angwer customer inquirdes

*k Promote CLM progonns and other uality initiatives

§. Maintin 2 strong community presence

Community events arc stalfed by Halton Hills Hydro emplayees,
providing a face to the utility, Tn 2015, HHH held its second
Comeunity Open House. Artendance was double the fiesz event, with
aver 200 people, The utility continucs (o support conmunity events
and maintain 1 strong position as 4 conununity leader.

Customer Satisfaction Suevey (2014 & every 2 years)

L. Benclimarking Haleon Hills Hydro compared 1o other Cnracio LDCs
2. Undemtanding customers perceptions and conceams

90% af customers are very or ﬁlrly satisficd. Continue 10 1mpm\‘c
customer experience. Cvenll A eating foe pesfonmance.

Onguing taining for custonicr care stff and #ll smlf 1o ensure
customer expectations are met. Leam from survey results and focus
improving seores with cacl successive sucvey.

Centinue to survey custorness cvery 1o years to continuously guage
pecformance improvenents.

Bill messages and inserts

L, Onbill messaging and bill inseres 10 updare customers on cates, provide
OEDB upelates, CM informations, payment information

Bitl inserts are also available on our website for customers whe
receive e ic bills.

3770 Appoimtments Scheduled in 2014

L. Meer with customers for site visits or other cusremer sequested meetings

Ensure we continue o meet appointments on time,

2015 Customer engagement survey for COS - 426 telepl

1. Und d customes & priorities with respeet 1o capital &

T
respondents

operatng sperding
2. Understand custowmers percoptions re power QURgEs

Deails of sunvey attachied a3 Appendiz ] of the Dissribution Sysieen
Plan

2015 Customer engagement survey for COS - 930 onling
respondents

1. Undenstane] customer preferences & prioritics with tespect to eapital &

opcmnng speudmg
1 qustomers p

TC power QUBILeS

Details of survey atkchied as Appendix ] of the Distribution System
Plan

2013 Business Customer Focus Group - 7 customers participated

1. Undeestand customer preferences & prioritios with respect to capinl &
opeeating spending
2. Undersrand customers peeceptions 1¢ power outages

Customers were surpriséd 1 learn that enly 10-15% of theit bill goes
to HHH. Deails of survey attached as Appendix ) of the Distribution
System Plan

2015 Residential Customer Focus Group - 20 customess pacticipated

1. Understand customner preferences & prioritics with respect fo capital &
opcnnug spcndmg
Und d customess |

pHions re powes DURIges

Customers were surprised 1o leam that only20% of their bill goes o
HHH. Details of survey ateiched as Appendix J of the Distabution
System Plan

2015 Communiry Open FHouse - approximarcly 200 custemers
attencled - double the attendance of tirst epen house in 2012

1. Information about Halton Hills Hydro services and progmms
2. Energy consecvation information

3. Comuinunity presence - an oppormunity for customers to see our Eacility, meet

our stff, understind who we ace and eur mle in tie community

Continue to host apen house gvents gvery fow years, continue to
mainrain & stong community presence

School Safery Progrins

1. Visit local schools ta teach eleciricity safety and encrey conservation

Continue with this program
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Ownership Structure

The Corporation of the Town of
Halton Hills

Halton Hills Community Energy
Corporation (HHCEC)

Halton Hills Hydro
Inc.

SouthWestern Energy
Inc.




The Presidens provides sirategic
direction and vision foc FIFIHT

Premident & CEL

GDM Officer Pruject Manayer
The Conzenvation
Officer manages all Our Project Manager
) of the IES_O - oversees new and
Consgrvation ongaing projects
programs nvafllblc to throughout the
msulen_nal,- company and manages
. COHl!_'I'Im"‘Zﬁl1 and our social media and
industrial customers.

web presence.

$

IT Superiior

farmaan Syscems Asalysy

) Thn IT Dcpanrric_m is
ible for ing alt

i 9
" of our compater systems,
" are operational and sccure.

The Engineering Depzciment designs expansion, maiatenance
and upgradss to oue distcibution systwem.

. Departmeént is sesponsible -
8 fm_chsudngﬁmi:lyand-‘::
* accurate costomer billing ;.
+o paymant pectessing arid -
. addressing custairier | ..

e ‘infiu_irics. R

Chiiel Finuncial Oicer
The Execurive Assistant loaks Vsevutive Assisuand
after administration and amt [lman
Human R fov th prvareee
ESOUCTEd (oe the Coardivator
Corporations
Syatem Pluning Supervisae Engincering Supenvisor Manager, Operations Custnmer Cure Supervisor Coneroller Itegulatory Afldrs Offteer
} l Subnearinn Elecerician I Senlur Engineering Tech (2 I l Warking Foremen Nilling Gonntinsor I i Accounting Eherk @)

! Lacates I Engincering Teeh (23 I I SubeYoroman 2} Isilting Goanlinasnr AMI I
| Merering Kub-Toreman Engincering Clerk l lilling Representative @) I
| Appreasiee Mevee Terh, ] Cuvioner Cura Rep. (8} l
] GIS Trechmician I Clerk Cashler |

“The Finance Depmmc}lt looks after accounts payable and reccivabl
regulatory compliance.

e, payrall, rate scttingand
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Scorecard - Halton Hills Hydro Inc. /2712015

: t5mall Business Services Connttiad 100,00% 100.00% 100.00% 100,00% 100.00% 90.00%
Service Quality - on Tme
Lo " Seheruled Appoiniments Mel Cn Time 59.20% 96.00% 100.00% 100.00% 100.00% €% 80.00%
Talephona Calls Angwered On Tima 86.20% B5.50% 87.70% 83.20% BO.70% €7 85.00%
First Contact Rasolulior 100%
Customer Satisfaction Billing Accuracy 99.91% 9905% 2 98.00%
Customer Satisfaction Survey Resulls 3% 9%
Loval of Public owareneass [measure to ba determined]
Levei of Compliance with Ontarke Regulation 22/04 c [+ c [ c D c
Serious Blecricat Number of General Public Incldents Q 0 0 0 L] [
Incident Indax Rata per 10, 100, 1008 km of lino 0.000 0.600 0.000 6.000 0000 .00
Avgrage Number of Haurs that Power 1o 8 Customer is 1.78 1.38 1.23 208 121 o alleast within
Intarn:pled 12).z.08
Avarage Number of Times that Powar to 2 Customer is 275 1.43 1.34 1.48 147 ) at luast withia
: Interrupted 13-2.05
Asset Management Dislribution System Plan Implementatien Prograss On-track Onrlrack
Elficiancy Assessment 1 1 1
Cost Controf Total Cost par Customer ' s622 5647 $684 $642 3701
Tolal Cost per Km of Ling ! £9,208 £9,382 59,542 $9.034 55,866
"% NetAnnuzl Peak Bemand Savings (Parcant of targel achieved) 2 16.40% 22.64% 35.12% ITRNY% & 6.15MwW
i Nol Cumulative Energy Savings (Percent of 1amet achieved) 33.17% 61.00% 72.22% 8691% & 22.48GWh
R el Go Impact A
Connectlon of Renawable  Complaled On Time 100.00% 100.00% 100.00% 100.00%
Generatlon
New Micro-embedded Generallon Fatililies Connacted On Tima 100.00% 100.00% 90.00%
Liguidity: Currenl Ratio {Currenl Assals/Current Liabllities} 1.15 1.69 125 196 1.09
- Financial Ratios
Laverage. Total Debl (includes short-term and long-term debt} o 0. o8y Q.80 1,04 1.04
Equlty Ratio
o Profilabifity: Regulatory Deemed (included in rates) 8.57% 9.12% 9.12% 8.82%
o Ratum on Equity Achieved 9.14% 13.30% 14.97% 12.91%
Noles: Logend: @up  {pdown I flat
1. These figures wore genarzled by the Board based on lhe fetal cest benchmarking anatysis conducted by Pacific lcs Grovg Ry LLG and based on the disidbutor's &nnusl reported information -

2. T Conservalion & Demand Managemen) pet ninual peak demand gavings Include any persisling peak demand savings from the previous years . & targel mat 5 larget nol mot
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