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April 29, 2016 

Ms. Kirstin Walli 

Board Secretary 

Ontario Energy Board 

P.O. Box 2319 

2300 Yonge Street, 27th Floor 

Toronto, ON M4P 1E4 

 

Re: Cost of Service Application EB-2016-0089 

Dear Ms. Walli; 

Lakefront Utilities Inc. is pleased to submit its application for 2017 rates.  

An electronic copy has been submitted to the Board through the RESS system, and two hard copies will be 

delivered to the OEB office. 

This document is being filed pursuant to the Board’s e-Filing Services.  

Should the board have questions regarding this matter please contact Adam Giddings at 

agiddings@lusi.on.ca or myself at dpaul@lusi.on.ca. 

 

Respectfully Submitted, 

 

Dereck C. Paul 

President 

Lakefront Utilities Inc 

 

 

 

cc: Adam Giddings, Manager of Regulatory Compliance and Finance 
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Administration 1 

 2 

Ex. 1/Tab 1/Sch.1 - Legal Application 3 

 4 

In the matter of; the Ontario Energy Board Act, 1998;S.O. 1998, c. 15, Sched B, as amended; and in the 5 

matter of, an Application by Lakefront Utilities Inc. (“LUI”) for an Order or Orders approving or fixing just and 6 

reasonable distribution rates effective January 1, 2017. 7 

 8 

LUI hereby applies to the Board pursuant to section 78 of the Act for an Order or Orders approving or fixing 9 

just and reasonable distribution rates effective January 1, 2017.  10 

 11 

LUI accordingly applies to the Board for the following Order or Orders: 12 

 13 

1. an Order approving LUI’s approved distribution rates for the 2017 rate year, or such other rates as 14 

the Board may find to be just and reasonable, as the final rates effective January 1, 2017; 15 

 16 

2. an Order approving clearance of the balances recorded in certain deferral and variance accounts 17 

by means of rate riders effective January 1, 2017 for the 2017 rate year; 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 

 31 

 32 

 33 

 34 

 35 

 36 

 37 

 38 
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Ex. 1/Tab 1/Sch.2 – Contact Information 1 

 2 

Application contact information is as follows: 3 

 4 

The Applicant: 5 

 Lakefront Utilities Inc. 6 

 207 Division Street 7 

P.O. Box 577 8 

Cobourg, Ontario 9 

K9A 4L3 10 

 11 

Dereck C. Paul 12 

President 13 

Telephone: 905-372-2193 extension 5226 14 

Fax:   905-372-2581 15 

Email:   dpaul@lusi.on.ca 16 

Web:   www.lakefrontutilities.on.ca 17 

 18 

Adam Giddings, CA, CPA 19 

Manager of Regulatory Compliance and Finance 20 

Telephone: 905-372-2193 extension 5242 21 

Fax:   905-372-2581 22 

Email:   agiddings@lusi.on.ca  23 

Web:   www.lakefrontutilities.on.ca 24 

 25 

Applicant’s Counsel: 26 

 27 

 Borden Ladner Gervais LLP 28 

 Suite 4100 29 

 40 King Street West 30 

 Toronto, Ontario 31 

 M5H 3Y4 32 

  33 

  34 

 35 

 36 

mailto:dpaul@lusi.on.ca
mailto:agiddings@lusi.on.ca
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Ex. 1/Tab 1/Sch.3 – List of Specific Approvals Requested 1 

 2 

In this proceeding, LUI is requesting the following approvals: 3 

 4 

1. Approval to charge distribution rates effective January 1, 2017 to recover a base revenue 5 

requirement of $4,414,540. The schedule of proposed rates is set out in Exhibit 8; 6 

 7 

2. Approval of the Distribution System Plan as outline in Exhibit 2; 8 

 9 

3. Approval of revised Low Voltage Rates as proposed and described in Exhibit 8; 10 

 11 

4. Approval to adjust the Retail Transmission Rates – Network and Connection as detailed in Exhibit 12 

8; 13 

 14 

5. Approval to continue to charge Wholesale Market and Rural Rate Protection charges approved in 15 

The Board Decision and Order in the matter of LUI’s 2016 distribution rates (EB-2015-0085); 16 

 17 

6. Approval of the proposed Loss Factor as detailed in Exhibit 8; 18 

 19 

7. Approval of the Rate Riders of a one year disposition of the group 1 Deferral and Variance 20 

accounts and LRAM, as detailed in Exhibit 9; 21 

 22 

8. The Applicant requests that the OEB makes its rate order effective January 1, 2017 in accordance 23 

with the Filing Requirements; 24 

 25 

9. In the event that the OEB is unable to provide a Decision and Order in this application for 26 

implementation by the application as of January 1, 2017, the Applicant requests that the OEB 27 

declare its current rates interim, effective January 1, 2017, pending the implementation of the OEB 28 

Rate Order for the 2017 rate year.  29 

 30 

Rate Year Alignment 31 

Lakefront Utilities Inc. submitted a letter to the Ontario Energy Board on February 19, 2015 seeking 32 

approval to align its rate year with its fiscal year, and also therefore requested a deferral from LUI’s 33 

rebasing date of May 1, 2016 to January 1, 2017. The rationale for the proposed alignment of rate year to 34 

fiscal year was to match distribution rates with the expenses upon which the rates were granted.  35 

The OEB approved Lakefront’s rebasing deferral on May 8, 2015. 36 
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 1 

Form of Hearing 2 

The majority of the bill impacts resulting from this Application are flat or decreasing, as shown in Ex.1/Tab 3 

4/Sch.9. Accordingly, Lakefront Utilities Inc. requests that this Application be disposed of by way of a 4 

written hearing in order to expedite the proceeding.  5 

Certification 6 

I, Dereck Paul, President of Lakefront Utilities Inc. certify that the evidence filed is accurate, consistent, and 7 

complete to the best of my knowledge.  8 

 9 

________________________ 10 

Dereck C. Paul 11 

President 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 

 31 

 32 

 33 

 34 
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Tab 1/Sch.4 – Confirmation of Internet Address 1 

 2 

LUI’s website address is http://www.lakefrontutilities.on.ca/ 3 

Lakefront also communicates with customers through the following: 4 

 Telephone; 5 

 Bill inserts; 6 

 Media: Newspaper and Radio; 7 

 Social Media: Facebook, Twitter, LinkedIn; 8 

 Customer walk-in. 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 

 31 

 32 

 33 

 34 

 35 

 36 

 37 

http://www.lakefrontutilities.on.ca/
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Ex. 1/Tab 1/Sch.5 – Statement of Publication 1 

 2 

Lakefront Utilities’ customers, located within its Cobourg and Colborne service areas, will be affected by 3 

this application. Lakefront Utilities will publish the Notice of Application in the following: 4 

 Northumberland Today, the English language newspaper which circulates between 3,000 – 5 

22,000 residents in Northumberland County;  6 

 7 

 Northumberland News which is a freely distributed newspaper and is circulated to approximately 8 

22,800 residents within the county.  9 

 10 

This application and all documents related to this application will be made available on Lakefront Utilities’ 11 

website at: www.lakefrontutilities.on.ca. The application will also be available on the OEB’s website at 12 

www.ontarioenergyboard.ca, under Board File Number EB-2016-0089. 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 

 31 

 32 

 33 

 34 

 35 

 36 

 37 
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Ex. 1/Tab 1/Sch.6 – Statement of Deviation of Filing Requirements 1 

 2 

Except where specifically identified in the Application, LUI followed Chapter 2 of the OEB’s “Filing 3 

Requirements for Electricity Transmission and Distribution Applications”, dated July 25, 2013 (the “Filing 4 

Requirements”) in order to prepare this application.  5 

The excel version of the complete 2017 Cost of Service checklist is being filed in conjunction with this 6 

application.  7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 

 31 

 32 

 33 

 34 

 35 

 36 

 37 
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Ex. 1/Tab 1/Sch.7 – Changes in Methodologies  1 

 2 

The pro-form projections for the 2017 test year were prepared in accordance with LUI’s usual process with 3 

the following exceptions: 4 

 5 

 Rates for distribution and sales of electricity are assumed to be constant for the entire 2017 test 6 

year; and 7 

 8 

 Regulatory costs have been normalized over the five year application period. 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 
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 1 

Ex. 1/Tab 1/Sch.8 – Board Directive from Previous Decisions  2 

 3 

The Board did not issue specific directives in previous decisions.  4 

All previous directives from the Board in LUI’s previous Cost of Service Application were met. 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 
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Ex. 1/Tab 1/Sch.9 – Conditions of Service 1 

 2 

Lakefront Utilities’ Conditions of Service document dated August 2014 was filed with the Board on 3 

December 17, 2014. The purpose of the Conditions of Service document is to provide a means for 4 

communicating the types and level of service available to the customers and consumers within Lakefront 5 

Utilities’ service area. The DSC requires that the Conditions of Service be readily available for review by the 6 

general public and it is posted on Lakefront Utilities’ website: 7 

http://www.lakefrontutilities.on.ca/residential/conditions-of-service/ 8 

 9 

Lakefront Utilities has undertaken amendments and updates to its Conditions of Service in accordance with 10 

the procedures set out in Section 1.2 – Related Codes and Governing Laws to reflect the industry changes 11 

from the Green Energy and Green Economy Act and associated amendments to the DSC, the Standard 12 

Service Supply (“SSS”) and the Transmission System Code (“TSC”), Electrical Safety Authority (“ESA”) 13 

safety bulletins, and all decisions as issued by the Board that need to be part of the Conditions of Service. 14 

The Conditions of Service identify Lakefront Utilities’ current operating practices and replaces the previous 15 

document filed with the Board in July 2010. All customers have been notified of the changes in accordance 16 

with the requirements of the DSC. 17 

Rates and charges which are the subject of this rate Application are not contained in the Conditions of 18 

Service.  19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 

http://www.lakefrontutilities.on.ca/residential/conditions-of-service/
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Ex. 1/Tab 1/Sch.10 – Accounting Standards for Regulatory and Financial Reporting  1 

 2 

LUI has followed the accounting principles and main categories of accounts as stated in the OEB’s 3 

Accounting Procedures Handbook (the “APH”) and the Uniform System of Accounts (“USoA”) in the 4 

preparation of this Application.  5 

LUI has filed trial balances, financial statements and historical results for the historical 2011 to 2015 years 6 

in accordance with Modified International Financial Reporting Standards (“MIFRS”).  7 

The useful lives proposed by LUI in this Application are consistent with the useful lives in the Kinectrics 8 

Report commissioned by the OEB dated July 8, 2010.  9 

LUI attests that it does not, and will continue to not capitalize administration and other general overhead 10 

costs no longer permitted under IFRS as clarified by the Board in its letter dated February 24, 2010. In 11 

making these changes, LUI believes it will ensure that the company is comparable to other distribution 12 

utilities in the Province. LUI understands the need for comparability between distribution utilities.  13 

LUI has also adopted various account changes prescribed by the Board in relation to the USoA (Article 210 14 

– Chart of Accounts and Account 220 – Account Descriptions). 15 

Consistent with recent applications to the Board, LUI no longer includes HST in its OM&A cost estimates.  16 

Regulatory costs and the incremental one-time cost have been normalized by allocating one fifth of that 17 

total to the 2017 Test Year.  18 

LUI is not proposing other changes in methodology.  19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 
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 1 

Ex. 1/Tab 1/Sch.11 – Accounting Treatment of Non-Utility Related Business  2 

 3 

LUI confirms that the accounting treatment for non-utility related businesses is segregated from its rate-4 

regulated activities. LUI does not currently own generation facilities, however LUI did submit to the OEB on 5 

April 5th 2016, a notice of proposal under Section 80 of the Ontario Energy Board Act, 1998, a request to 6 

construct a 10 kW MicroFit solar generating facility on its service garage.  The Board assigned file number 7 

EB-2016-0136 to this matter.  8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 
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Applicant Overview 1 

 2 

Ex. 1/Tab 2/Sch.1 – Applicant Overview  3 

 4 

Lakefront Utilities Inc. (LUI) is a fully owned subsidiary of Town of Cobourg Holdings Inc.  Presently LUI has 5 

approximately 9,000 electric distribution customers in Cobourg and approximately 1,000 electric distribution 6 

customers in the Village of Colborne.  LUI’s service territory covers 22.37 km² in Cobourg and 5.265 km² in 7 

Colborne. LUI is a summer peaking electric utility with an annual average peak in July/August of 50 MVA 8 

(45 MW).  9 

LUI’s distribution system includes seven distribution station transformers (two at 28kV and five at 4kV) with 10 

five in Cobourg and two in Colborne, 1,297 distribution transformers, 3,718 poles and 192 km of primary 11 

overhead and underground distribution cables. 12 

 COMMUNITY SERVED: Town of Cobourg 13 

   Village of Colborne  14 

  15 

TOTAL SERVICE AREA:  28 sq. km 16 

 17 

 DISTRIBUTION TYPE: Electricity distribution 18 

 19 

 SERVICE AREA POPULATION: 24,300 (2011 stats) 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 

 31 
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Figure 1.1: Service Area Map (Cobourg)  1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 
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Figure 1.2: Service Area Map (Colborne)  1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 
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Ex. 1/Tab 2/Sch.2 – Corporate and Utility Organization Structure  1 

 2 

Lakefront Utilities Inc. is 99.99% owned by the Town of Cobourg and 0.01% owned by the Township of 3 

Cramahe.  4 

The following are corporations or other entities related to or affiliated with Lakefront Utilities: 5 

 Town of Cobourg Holdings Inc. (“Holdco”) is the parent company of Lakefront Utilities Inc.  6 

 7 

 Lakefront Utility Services Inc. (“LUSI”) is a subsidiary company of Holdco. LUSI is a services 8 

company providing services to LUI. LUSI also provides water operations authority and 9 

management services to the Town of Cobourg, Village of Grafton, Village of Colborne, and 10 

Municipality of Brighton. LUSI is not an energy service provider and therefore has separate 11 

financial records and books of accounts with an independent Board of Directors. 12 

Historically, LUI had three other subsidiary companies; Lakefront Generation Inc. (“LGI”), Lakefront Lighting 13 

Inc. (“LLI”) and Cobourg Networks Inc. (“CNI”). In search of further efficiencies by LUI’s parent company, 14 

effective January 1, 2013, Lakefront Generation Inc. was amalgamated into LUSI and effective January 1, 15 

2015, Lakefront Lighting Inc. was amalgamated into Cobourg Networks Inc. Following these 16 

amalgamations, CNI was amalgamated into LUSI effective January 1, 2016. 17 

The Board of Directors of Lakefront Utilities is comprised of three members. One director is independent of 18 

any affiliate, including the Town of Cobourg. On the following page, Lakefront Utilities has provided a chart 19 

setting out its high-level organizational structure.  20 

LUI shares certain corporate services with its affiliates. Shared services include finance and accounting, 21 

health and safety support, human resources and payroll, supply chain management, and information 22 

systems support. These services are shared in accordance with Service Agreements between affiliates. 23 

The Service Agreement outlines the shared services and the costing mechanism used for the shared 24 

services provided to all affiliates.  25 

The shared services and revenues received have been identified and reported in Exhibit 4 – OM&A Costs 26 

(“Exhibit 4”). LUI pays a fee to its affiliate company, Lakefront Utility Services Inc., for its proportionate 27 

share of administrative services.  28 

The following figure illustrates the corporate organizational structure of Lakefront Utilities and its affiliate 29 

and other non-affiliated members of its corporate family (the non-affiliated members including the Village of 30 

Colborne).  31 

The following is the corporate entities relationship chart: 32 
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 1 

 2 

The following is the organization structure of LUI: 3 

 4 

 5 

Town of Cobourg
Township of Cramahe

Town of Cobourg 
Holdings Inc. 

(HOLDCO)

Lakefront Utilities  Inc .
(Electric company)

Lakefront Utility Services Inc.
(Services and Water 

Company)

Town of Cobourg
Township of Cramahe

Town of Cobourg 
Holdings Inc. 

(HOLDCO)

Lakefront Utilities  Inc .
(Electric company)

Town of Cobourg
Township of Cramahe

Town of Cobourg 
Holdings Inc. 

(HOLDCO)

Lakefront Utilities  Inc .
(Electric company)

Town of Cobourg
Township of Cramahe

Town of Cobourg 
Holdings Inc. 

(HOLDCO)

Lakefront Utilities  Inc .
(Electric company)

Town of Cobourg
Township of Cramahe

Town of Cobourg 
Holdings Inc. 

(HOLDCO)

Lakefront Utilities  Inc .
(Electric company)

Town of Cobourg
Township of Cramahe

Town of Cobourg 
Holdings Inc. 

(HOLDCO)

Lakefront Utilities  Inc .
(Electric company)

Town of Cobourg
Township of Cramahe

Town of Cobourg 
Holdings Inc. 

(HOLDCO)

Lakefront Utilities  Inc .
(Electric company)

Town of Cobourg
Township of Cramahe

Town of Cobourg 
Holdings Inc. 

(HOLDCO)

Lakefront Utilities  Inc .
(Electric company)

Board of 
Directors

President

HR/Administrative 
Services

Vice President of 
Operations

Manager of Electric 
Distribution and 

Design

Technical Staff Sub-Foreman
Journeyman Lineman

Customer 
Service

Supervisor

Financial 
Assistant/Regulatory
and Financial Analyst

Line Staff

Manager of 
Regulatory and 

Finance

Customer Service 
Representatives

CDM/Key Account 
Representative
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Ex. 1/Tab 2/Sch.3 – Host/Embedded Distributor 1 

 2 

LUI is an embedded distributor who receives electricity at distribution level voltages from Hydro One 3 

Networks Inc. LUI does not have any embedded distributors within its territory.  4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 
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Ex. 1/Tab 2/Sch.4– Transmission or High Voltage Assets 1 

 2 

LUI does not have any transmission or high voltage assets deemed by the Board as distribution assets and 3 

as such are not seeking approvals from the Board in that regard.  4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 
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Management Discussion and Analysis 1 

 2 

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

 4 

On October 18, 2012, the Ontario Energy Board (“The Board”) issued its “Report of the Board: A Renewed 5 

Regulatory Framework for Electricity Distributors: A Performance Based Approach” (“RRFE”), and 6 

subsequently commenced implementation of the RRFE. This report, “set out a comprehensive 7 

performance-based approach for the RRFE which promotes the achievement of outcomes that will benefit 8 

existing and future customers, will align customer and distributor interests, will continue to support the 9 

achievement of important public policy objectives, and will place a greater focus on delivering value for 10 

money. Under this approach, a distributor is expected to demonstrate continuous improvement in its 11 

understanding of the needs and expectations of its customers and its delivery of services.”  12 

Lakefront Utilities Inc. (LUI) strives to create long term value for its shareholders, which benefits its 13 

customers. LUI is both a community asset and an investment for its shareholders, the Corporation of the 14 

Town of Cobourg and the Township of Cramahe. As a community asset, LUI’s goal is to provide a safe, 15 

effective, efficient and reliable service to its customers at the most reasonable rates possible. LUI continues 16 

to build on its strengths and lay the foundation for future success. Over recent years, this effort has helped 17 

to shape a revitalized utility that is facing the challenges of an evolving electricity industry head-on.  18 

The Board has concluded that the following outcomes are appropriate for distributors: 19 

Customer Focus: services are provided in a manner that respond to identified customer preferences; 20 

Operational Effectiveness: continuous improvement in productivity and cost performance is achieved; 21 

and utilities deliver on system reliability and quality objectives; 22 

Public Policy Responsiveness: utilities deliver on obligations mandated by government (e.g., in 23 

legislation and in regulatory requirements imposed further to Ministerial directives to the Board); and 24 

Financial Performance: financial viability is maintained, and savings from operational effectiveness are 25 

sustainable. 26 

In connection with the RRFE outcomes, the Board issued a Scorecard to LUI. The five year analysis of 27 

LUI’s Scorecard is found at Ex.1/Tab 10/Sch.1. 28 

LUI’s success is built on the following: 29 

Financial Metrics 30 

On March 5, 2014 the Board issued its report on Performance Measurement for Electricity Distributors: A 31 

Scorecard Approach. The report sets out the Board’s policies on the measures that will be used by the 32 
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Board to assess a distributor’s effectiveness and improvement in customer focus, operational effectiveness, 1 

public policy responsiveness, and financial performance to the benefit of existing and future customers.  2 

Utilizing the scorecard, LUI monitors its performance in key areas as compared to other comparable 3 

utilities. LUI continues to provide a balanced approach to prudent capital investment, exceptional customer 4 

service and meeting shareholder expectations. LUI continues to seek partnerships with other utilities where 5 

efficiencies, cost savings and benefits to LUI’s customers or employees can be found.  6 

Furthermore, LUI balances shareholder and customer expectations, along with stable rate setting and a 7 

reasonable rate of return. LUI’s customers understand the value proposition in fair and reasonable rates for 8 

the services that LUI provides. LUI recognizes that a strong financial base continues to guide long-term 9 

customer and shareholder value.  10 

Customer Engagement and Communication 11 

Great service and a passion for improvement are at the heart of a culture committed to excellence. LUI is 12 

aligning its business priorities with the Town of Cobourg’s long-term strategic planning as it relates to 13 

responsible power management and energy sustainability. Collaboration and cooperation have increasingly 14 

become important lexicons in the way Lakefront Utilities approaches key aspects of its business. 15 

It takes hard work, and a long term vision to deliver true value to customers, year after year. LUI is 16 

becoming more customer-centric by investing in new capabilities, programs, and technologies that allows it 17 

to communicate more effectively with customers. LUI provides customer facing representation and 18 

represents a culture of leadership in its community by delivering distribution excellence for customers and 19 

employees. LUI takes its responsibility of informing, educating and responding to customer needs as a top 20 

priority. Fundamental sector change in recent years, including ground-breaking green energy legislation, 21 

has precipitated the need for increased customer communications.   22 

New communication channels are evolving rapidly, whether that is providing a growing number of online 23 

options, the ability to log on to mobile applications or browsers, or the choice of calling up any number of 24 

social media platforms. Lakefront Utilities currently utilizes Facebook, Twitter, and LinkedIn.  25 

As part of customer engagement and communication, LUI strives to meet its energy conservation targets 26 

as set out in the OEB Framework.  27 

Risk Management 28 

LUI continues to assess and monitor risks throughout the utility. The risks are viewed on a consistent basis 29 

within the leadership team and discussed quarterly with the Board of Directors. Included in risk 30 

management is the safety of customers and the general public and includes the reliability of electricity 31 

supply, reliability of service, reliability of data information and reliability of customer care.  32 

LUI considers the environment in all of its decision making processes, finding ways to reduce waste, 33 

conserve and minimize the environmental footprint of the organization. 34 
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Traditionally, management has a risk adverse strategy that is a blend of asset management, cost control 1 

leadership, differentiation, outsourcing and alliance based strategies. In terms of reliability and a rate base 2 

growth, management has focused on balancing reasonable improvements in reliability with operational 3 

effectiveness while ensuring the financial success of the corporation.  4 

LUI values the long term health and sustainability of its utility and will assure availably of a future electricity 5 

supply to meet customer needs and growth. Lakefront’s ability to contribute meaningfully to the social, 6 

economic and environmental well-being of stakeholders, shareholders, workforce and the community 7 

remains a central component of the utility’s steadfast approach to the company’s corporate responsibilities.  8 

Distribution System Planning 9 

Lakefront Utilities is focused on maintaining its high performance levels in all aspects of its operation and 10 

planning activities to comply with its regulatory obligations and responsibilities to the Ontario Energy Board 11 

and the Electrical Safety Authority. At the core of Lakefront’s mandate, is the responsibility to deliver a 12 

trusted source of safe, efficient, and reliable power to its customers, which supports growth and 13 

accommodates economic development in the Town. 14 

A critical element is the ongoing maintenance and construction programs that will ensure the long-term 15 

integrity and sustainability of the distribution system. LUI’s Distribution and Design department, in 16 

collaboration with an Engineering firm, has completed a comprehensive Distribution System Plan which 17 

provides a five year strategy for asset management and capital expenditures to ensure LUI is able to 18 

provide reliable supply to meet current customers’ needs and accommodate future growth. An asset 19 

management field inventory forms the basis for the utility’s capital and maintenance programs. The Asset 20 

Management Plan reflects the latest performance priorities of the distribution system and serves as a 21 

placeholder for the longer term projects recommended from the condition assessments.  22 

This is the first time the utility has created a comprehensive five year plan encompassing asset 23 

management and capital expenditures. The plan reviews LUI’s current asset assessment and maintenance 24 

strategies and builds a comprehensive expenditure strategy that addresses asset management while 25 

planning for future growth, technological advancements and remote controls. The DSP formed the basis of 26 

LUI’s 2017 Cost of Service rate application and is built on the principles of excellence, safety, and reliability. 27 

It takes a prudent, cost effective approach to infrastructure investment and renewal to serve current and 28 

future customer preferences and requirements. The plan includes System Access, System Renewal, 29 

System Service, and General Plant investments.  30 

 31 

 32 

 33 

 34 
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Continuous Improvement 1 

As LUI continues to build on creative and critical thinking efforts, all staff are engaged in finding continued 2 

efficiencies and innovation through the organization. LUI strives for an environment that emphasizes 3 

teamwork, respect, innovation, passion and growth.  4 

In order to continuously improve, succession planning is an important focus for LUI. In the operations 5 

department, succession planning includes a sufficient overlap to allow staff to complete their formal training 6 

and gain the necessary experience and knowledge to be considered as qualified replacements for 7 

journeymen lineman.  8 

Along with succession planning, LUI continues to look at cross-training of core functions throughout the 9 

utility to best leverage existing staff to accomplish work more efficiently and effectively while providing 10 

greater job satisfaction to employees.  11 

Summary 12 

LUI has prepared this application to align with the objective of the RRFE. LUI has enhanced customer 13 

engagement, and incorporated an appropriate budget to accommodate these requirements while still 14 

maintaining operational effectiveness. LUI continues to strive for operational excellence and has factored 15 

this into the budgeting and forecasting process. LUI is ever mindful that there is a balancing act to be 16 

considered when planning for the future, system reliability versus cost to the customer, all while complying 17 

with Public Policy.  18 

Additionally, LUI has prepared this application using the OEB prescribed Cost of Capital Parameters and 19 

expects that these prescribed parameters will continue to allow LUI to maintain stable financial 20 

performance in the future.  21 

Revenue Deficiency 22 

LUI’s net revenue deficiency under the proposed rates is $56,307. This deficiency is calculated as the 23 

difference between the 2017 Test Year Revenue Requirement and the Forecast 2017 Test Year Revenue 24 

plus the forecasted other operating revenue. 25 

Although Lakefront Utilities Inc. has a minimal revenue deficiency under the proposed rates, LUI prefers to 26 

file a Cost of Service application for the purpose of: 27 

 Aligning its rates with its fiscal year end of December 31st and aligning revenues with costs; 28 

 29 

 Filing a comprehensive Distribution System Plan and Asset Management Plan for the purpose of 30 

providing a detailed capital plan; 31 

 32 
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 Updating LUI’s working capital ratio from the 2012 Board Approved 15% to the 7.5% default 1 

allowance rate in accordance with the letter issued by the OEB on June 3, 2015. 2 

Lakefront has continued its efforts to improve operational performance and service excellence. Some 3 

highlights include: 4 

 5 

 Reliability has improved steadily since 2012 and service interruptions are currently well below the 6 

industry average; 7 

 8 

 LUI has consistently exceeded OEB standards for Service Quality and Customer Satisfaction; 9 

 10 

 LUI continues to perform well with a “cost per customer” of $451, which is ranked 4th lowest in the 11 

province and a cost per kilometer of line at $23,584, which is ranked 22nd lowest in the province.  12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 
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Executive Summary 1 

 2 

A Cost of Service is a measure of a utility’s annual “revenue requirement” that will provide a company the 3 

opportunity to operate profitably and attract capital for future growth.  4 

Revenue requirement represents the amount of revenue a regulated utility company must collect from rates 5 

charged consumers to recover the cost of doing business.  6 

Periodically, a utility must examine its current and forecasted revenues and expenses to verify that the total 7 

revenue, including interest earnings and miscellaneous income, is sufficient to cover all revenue 8 

requirements.  9 

To remain financially sound, LUI’s rates must produce sufficient revenues to cover the cost of providing 10 

electric service and to permit the continued replacement and expansion of its facilities. These expenditures, 11 

referred to as “revenue requirements”, consist of normal operating expenses, capital improvements and 12 

additions, return on investments and non-operating expenses.  13 

In order to determine the adequacy of the proposed rates, LUI has developed estimates of the annual 14 

revenues and revenue requirements for the test year of 2017. These estimates serve as the basis for 15 

determining the overall level of revenue recovery and provide a foundation for our cost-of-service 16 

application.  17 

This executive summary is devoted to defining each element of LUI’s 2017 cost-of-service, explaining how 18 

each element is computed and the relationship between the various components. The major components 19 

covered in this executive summary are as follows: 20 

 21 

 Revenue Requirement 22 

 Rate Base and Capital Planning 23 

 Overview of Operation, Maintenance, and Administrative Costs 24 

 Load Forecast Summary 25 

 Statement of Cost of Capital Parameters 26 

 Overview of Cost Allocation and Rate Design 27 

 Overview of Deferral and Variance Account Disposition 28 

 Overview of Bill Impacts 29 

 RRFE and Customer Engagement 30 

 31 

 32 

 33 
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Ex.1/Tab 4/Sch.1 – Proposed Revenue Requirement 1 

 2 

Revenue Requirement can be defined as the amount of revenue a utility must collect from rates charged to 3 

consumers to recover the cost of doing business. These costs include operating and maintenance 4 

expenses, depreciation expense, taxes, and a reasonable return on the utility’s investment.  5 

Through distribution rates, LUI proposes to recover a revenue requirement of $4,414,540. Table 1.0 below 6 

shows a comparison of the 2012 Board Approved Revenue Requirement versus the 2017 Board Approved 7 

Revenue Requirement. The comparison illustrates the decrease in Operating, Maintenance, and 8 

Administration expenses from 2012 Board Approved to 2017 Test Year and an increase in revenue offsets.  9 

Table 1.0: Proposed Revenue Requirements vs Last Board Approved 10 

 11 

The main drivers of the increase in the base revenue requirement are: 12 

 A decrease in OM&A expenses as a result of decrease in Operations and Maintenance, offset by a 13 

slight increase in Customer Billing and Collecting and Administration; 14 

 15 

 An increase in amortization expenses. The increase is expected considering the increase in capital 16 

expenditures for 2015, 2016, and 2017; 17 

 18 

 In addition to the above increases, LUI’s regulated return on capital and grossed up PILs increased 19 

as a result of LUI’s increase in rate base from the 2012 Board Approved balance.  20 

 21 

 The above increases were partially offset by an increase in revenue offsets (which decreased the 22 

base revenue requirement).  23 

Particular

2012 Board 

Approved

2017 Test 

Year Variance $ Variance %

OM&A Expenses 2,528,333 2,361,880 (166,454) -6.58%

Amortization Expense 739,241 1,061,439 322,198 43.58%

Property Taxes 40,837 62,359 21,523 52.70%

Total Distribution Expenses 3,308,411 3,485,678 177,267 5.36%

Regulated Return on Capital 1,087,151 1,242,357 155,206 14.28%

Grossed up PILs 22,112 134,477 112,365 508.16%

Service Revenue Requirement 4,417,674 4,862,512 444,838 10.07%

Less: Revenue Offsets 340,140 447,972 107,832 31.70%

Base Revenue Requirement 4,077,534 4,414,540 337,006 8.26%
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Ex.1/Tab 4/Sch.2 - Budget and Accounting Assumptions 1 

 2 

Budget Process 3 

The development of LUI’s budget is a key process as it identifies past successes as well as future initiatives 4 

and projections for capital and operating costs. Each department manager or supervisor develops capital 5 

and operating plans which are reviewed and tested by senior management (and ultimately reviewed by the 6 

Board of Directors) to ensure they support LUI’s strategic initiatives, as well as being prudent and 7 

financially sustainable.  8 

LUI compiles budget information for the three major components of the budget process: 9 

 10 

 revenue forecasts; 11 

 operating, maintenance and administration (“OM&A); and 12 

 capital costs under the RRFE categories 13 

o System access 14 

o System renewal 15 

o System service 16 

o General plant 17 

The OM&A costs presented at Exhibit 4 are the result of a business planning and work prioritization 18 

process that ensures that the most appropriate, cost effective solutions are put in place with a mindset of 19 

containing costs while still providing an acceptable level of service and reliability. The budget process used 20 

to determine the OM&A budget involves the following steps: 21 

 Detailed expenses for prior years are provided to the managers; current year to date actual 22 

expenses are also provided. Numerous meetings are held with department managers to review 23 

current year expenses and proposed budget figures; 24 

 25 

 Outside expenses for all department budgets are built based on analysis including previous years 26 

actual information, current year forecast, known changes in external costs, and changes in 27 

departmental activities or responsibilities in response to new legislation/regulations/industry 28 

activities; 29 

 30 

 Variances in spending from prior years must be explained and documented, both at the time of 31 

creating forecast and on a quarterly basis as actuals are compiled. LUI’s Board of Directors is 32 

updated at quarterly meetings regarding any budget variances;  33 

 34 

 Review of employee headcount per department and any changes such as automation and 35 

efficiency gains, vacancies, retirements, competencies, knowledge, etc. Staffing levels are based 36 
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on the estimated time required to complete the operating plans, as well as hiring for future 1 

requirements;  2 

 3 

 Union wage increases are based on LUI’s union contract effective February 1, 2014, through 4 

January 31, 2017, and provides for an annual wage increase of 1.75% in years 2014 and 2015 and 5 

2% in 2016; 6 

 7 

 An inflation rate of 1.95% for 2016 and 2017 was used where the expense increase could not be 8 

specifically identified.  9 

 10 

The forecasted capital budget is influenced, among other factors, by end of life infrastructure and LUI’s 11 

capacity to finance capital projects. Also, the workload of staff and mandated projects by the Town of 12 

Cobourg in their budgeting process (for collaboration opportunities where possible) are equally influential. 13 

All capital projects are assessed within the framework of its capital budget priority as outlined in the 14 

Distribution System Plan in Exhibit 2. Topics highlighted in the budget process include: 15 

 Safety Issues; 16 

 Customer Demand and Capacity; 17 

 Renewal; 18 

 Reliability; 19 

 Regulatory Requirements; 20 

The Distribution System Plan presented at Exhibit 2 supports the capital and maintenance programs 21 

required to maintain and enhance the reliability of LUI’s distribution system.  22 

Budget Approval 23 

LUI’s budget is reviewed as a draft by the Board of Directors in October/November and approved in final 24 

form in February. In April 2016, LUI updated the Board of Directors regarding changes to its 2016 OM&A 25 

budget as a result of its final DSP. Once approved, it does not change and Board members are updated 26 

quarterly as to the status of major projects, comparisons to budget, and remaining funds to be spent.  27 

Both the 2016 Bridge and 2017 Test Years have been compiled using MIFRS method of presentation. 28 

There were no impacts resulting from the change in accounting standards.  29 

 30 

 31 

 32 
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Ex.1/Tab4/Sch.3 - Load Forecast Summary 1 

 2 

The purpose of weather normalization is to predict future customer consumption based on normal weather 3 

conditions. To achieve this goal, the relationship between weather change and customer consumption must 4 

be defined. LUI reviewed the various processes used by earlier Cost of Service applicants and is proposing 5 

to adopt a weather normalization methodology using Multifactor Regression (MR) for its load forecast. In 6 

summary, LUI has used the regression analysis methodology to determine a prediction model. With 7 

regards to the overall process of load forecasting, it is LUI’s view that conducting a regression analysis on 8 

historical purchases to produce an equation that will predict energy purchases is appropriate. LUI knows by 9 

month the exact number of kWh’s purchased from the IESO for use by customers of LUI. With a regression 10 

analysis these purchases can be related to other monthly explanatory variables such as heating degree 11 

days and cooling degree days which occur in the same month. The result of the regression analysis 12 

produces an equation that predicts the purchases based on the explanatory variables. This prediction 13 

model is then used as the basis to forecast the total level of weather normalized purchase for LUI for the 14 

bridge and test year, which is converted to billed kWh by rate class. A detailed explanation of the process is 15 

provided in Exhibit 3.  16 

The years 2005 to 2015 are weather actual while 2016 and 2017 are weather normalized and adjusted by 17 

projected CDM savings. LUI currently does not have a process to adjust weather actual data to a weather 18 

normal basis. However, based on the process outlined in Exhibit 3, a process to forecast energy on a 19 

weather normalized basis has been developed and used in this application.  20 

Total customers are annual averages and streetlights and USL customers are measured as connections.  21 

The 2017 Load Forecast compared to 2012 Board Approved is presented in Table 1.1 and detailed 22 

explanations can be found in Exhibit 3.  23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 

 31 

 32 
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Table 1.1: Load Forecast 1 

Customers or Connections 2 

 3 

Metered kWh (CDM Adjusted) 4 

 5 

kW (CDM Adjusted) 6 

 7 

 8 

Customer Class Name

2012 Board 

Approved Test Year 2017 Variance Variance %

Residential 8,603 9,171 568 7%

General Service < 50 kW 1,102 1,087 (15) -1%

General Service 50 to 2999 kW 127 132 5 4%

General Service 3000 to 4999 kW 1 1 0 0%

Street Lighting (connections) 2,804 2,699 (105) -4%

Sentinel Lights 54 54 (0) 0%

Unmetered Scattered Load 77 96 19 24%

Total 12,768 13,239 471 29%

Customer Class Name

2012 Board 

Approved Test Year 2017 Variance Variance %

Residential 73,125,152 79,373,076 6,247,924 9%

General Service < 50 kW 35,160,634 32,807,440 (2,353,194) -7%

General Service 50 to 2999 kW 120,608,902 115,252,929 (5,355,973) -4%

General Service 3000 to 4999 kW 19,295,356 14,887,925 (4,407,431) -23%

Street Lighting (connections) 1,215,575 1,434,543 218,968 18%

Sentinel Lights 78,431 43,654 (34,777) -44%

Unmetered Scattered Load 716,623 599,974 (116,649) -16%

Total 250,200,673 244,399,541 (5,801,132) -68%

Customer Class Name

2012 Board 

Approved Test Year 2017 Variance Variance %

Residential

General Service < 50 kW

General Service 50 to 2999 kW 303,629 291,085 (12,544) -4%

General Service 3000 to 4999 kW 47,442 36,771 (10,671) -22%

Street Lighting (connections) 3,343 3,853 510 15%

Sentinel Lights 218 133 (85) -39%

Unmetered Scattered Load

Total 354,632 331,842 (22,790) -50%
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Ex. 1/Tab 4/Sch.4 - Rate Base and Capital Planning 1 

 2 

A Rate Base is the value of the property on which a utility is permitted to earn a specified rate of return in 3 

accordance with rules set by the OEB. The Rate Base underlying LUI’s revenue requirement includes a 4 

forecast of net fixed assets, plus a working capital allowance defined as 7.5% of the sum of the cost of 5 

power and controllable expenses. Controllable expenses include operations and maintenance, billing and 6 

collecting and administration expenses. LUI’s proposed 2017 Rate Base is $19,768,900. Table 1.2 and 1.3 7 

below shows a comparison of the 2012 Board Approved Revenue Requirement versus the 2017 Test Year 8 

proposed Revenue Requirement.  9 

Table 1.2: Rate Base 10 

 11 

Table 1.3: Working Capital Allowance 12 

 13 

The proposed Rate Base for the 2017 Test Year of $19,768,900 reflects an increase of $2,108,880 from 14 

the 2012 Board Approved. The increase suggests a prudent and reasonable investment in the distribution 15 

assets and is necessary in order to meet obligations towards its distribution system such as maintaining its 16 

assets at high electrical safety standards.  17 

 18 

 19 

Particulars Board Approved 2012 Test Year 2017 Variance $ Variance %

Capital Assets in Service:

      Gross Fixed Assets (average) 11,229,219 16,881,601 5,652,382 50%

      Accumulated Depreciation (average) 16,168,133 17,519,752 1,351,619 8%

Average Balance 13,698,676 17,200,676 3,502,000 26%

      Working Capital Allowance 3,961,344 2,568,224 (1,393,120) -35%

Total Rate Base 17,660,020 19,768,900 2,108,880 12%

Expenses for Working Capital Board Approved 2012 Test Year 2017 Variance $ Variance %

Eligible Distribution Expenses:

      3500-Distribution Expenses - Operation 724,871 525,404 (199,467) -28%

      3550-Distribution Expenses - Maintenance 322,942 195,787 (127,156) -39%

      3650-Billing and Collecting 412,387 566,316 153,929 37%

      3700-Communication Relations 6,824 20,219 13,395 196%

      3800-Administrative and General Expenses 1,056,309 1,048,304 (8,005) -1%

      6105-Taxes other than Income Taxes 40,837 62,359 21,523 53%

      6205-Sub-account LEAP Funding 5,000 5,850 850 17%

Total Eligible Distribution Expenses 2,569,170 2,424,239 (144,931) -6%

      3350-Power Supply Expenses 23,839,792 31,818,751 7,978,959 33%

Total Expenses for Working Capital 26,408,962 34,242,990 7,834,028 30%

      Working Capital Factor 15.00% 7.50% -7.50% -50%

Total Working Capital 3,961,344 2,568,224 (1,393,120) -35%



Lakefront Utilities Inc. 
EB-2016-0089 

Exhibit 1 – Administrative Documents 
Page 38 of 246 

Filed: April 29, 2016 

Distribution System Plan 1 

Table 1.4 presented below summarizes the historical capital additions since the utility’s last Cost of Service 2 

and also forecasts five years of planned capital investments.  3 

Table 1.4: Capital Expenditure Summary 4 

 5 

 6 

In creating the Distribution System Plan, LUI believes the objective and scope of the 2016 to 2021 7 

investment plan speaks directly to the RRFE and LUI’s core values and also to the Board’s DSP evaluation 8 

criteria of efficiency, customer value and reliability. The main drivers in the DSP are system renewal of 9 

overhead lines and underground plans, voltage conversion, investments in resources to increase LUI’s 10 

ability to detect and troubleshoot power quality concerns, and investments in distribution efficiencies. The 11 

DSP and LUI’s asset management plan seeks to find the right balance between capital investments in new 12 

infrastructure, and operating and maintenance costs so that the combined total cost over the life of an asset 13 

is minimized.  14 

The major drivers associated with the DSP are: 15 

 16 

 Regulatory initiatives e.g. smart meters; 17 

 Elimination of environmental/health or safety risks; 18 

 System reliability; 19 

 New load growth and development projects; 20 

 Municipality driven projects; 21 

Category 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

System Access 1,988,426 209,120 93,130 138,601 85,000 126,500 50,000 50,000 50,000 50,000

System Renewal 843,943 314,790 827,910 722,176 888,800 1,183,449 1,228,800 1,098,650 1,010,100 1,509,499

System Service 694,888 79,788 308,356 662,152 392,000 314,640 265,999 94,999 130,000 100,000

General Plant 868,700 285,871 200,709 257,652 327,000 75,001 155,001 455,001 505,000 40,001

Total 4,395,957 889,568 1,430,104 1,780,581 1,692,800 1,699,590 1,699,800 1,698,650 1,695,100 1,699,500
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 Distribution automation; 1 

 Infrastructure renewal projects. 2 

Lakefront Utilities Inc. has adopted good utility practices of the electricity distribution industry. This has 3 

included adhering to the OEB’s Distribution System Code that “sets out both good utility practices, 4 

minimum performance standards for electricity distribution systems in Ontario, and minimum inspection 5 

requirements for distribution equipment”. Consistent with good utility practices, over the years LUI has 6 

strived to maintain its equipment in safe and reliable working order and upgraded or replaced its equipment 7 

often in conjunction with government and regulatory customer entered themes. Historically, this has been 8 

achieved with only a moderate increase to customers. Lakefront has been prudent when incurring costs as 9 

customer satisfaction survey results indicate that the low price of electricity is an important factor to 10 

customers.  11 

In developing the DSP, LUI’s objective is to ensure that the future distribution system is designed to deliver 12 

power at the quality and reliability levels desired by customers and to optimize asset lifetime costs by 13 

balancing preventative maintenance and end-of-life replacement.  14 

LUI is not proposing to recover any costs from any rate class for renewable energy 15 

connections/expansions, smart grid, regional planning initiatives or O.Reg 339/09 planned recovery.  16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 
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Ex.1/Tab 4/Sch.5 - Overview of Operation Maintenance and Administrative Costs 1 

 2 

As of 2014, LUI had the 4th lowest OM&A cost per customer out of 72 utilities in the province, according to 3 

the 2014 Electricity Distributor Yearbook.  4 

According to the 2014 PEG report, LUI continues to perform well with a “cost per customer” of $451, which 5 

is ranked 4th lowest in the province and a cost per kilometer of line at $23,584, which is ranked 22nd 6 

lowest in the province. Overall efficiency rating of -15.3% is ranked 17th best in the province and LUI has 7 

been assigned to Cohort II. Assuming the OM&A and capital costs in this application, LUI’s overall cohort 8 

ranking will remain the same.  9 

Table 1.5: Summary of Recoverable OM&A Expenses  10 

 11 

The proposed OM&A expenditures for the 2017 Test Year have been derived through a detailed budgeting 12 

and business planning process aligned with LUI’s strategic and core values. These expenditures are 13 

required so that LUI can maintain the distribution business service quality and reliability standards in 14 

compliance with the Distribution System Code and other regulatory bodies while also responding to 15 

customer needs and preferences.  16 

Between 2012 and 2017, LUI experienced a decrease in its OM&A as a result of a significant number of 17 

retirements in 2015 as well as efficiency gains and automation in certain areas of the organization. The 18 

decrease in OM&A was offset by an increase in demand by customers for services and new provincial 19 

policy initiatives such as: 20 

 New service rules for low income customers; 21 

 Low Energy Assistance Program; 22 

 Renewed Regulatory Framework with increased regulatory requirements; 23 

 Renewable generator connection and settlement obligations; 24 

 Increased customer engagement requirements on local and provincial industry issues 25 

Board Approved 2017 Variance $ Variance %

Operations 724,871 525,404 (199,467) -27.52%

Maintenance 322,942 195,787 (127,156) -39.37%

Billing and Collecting 412,387 566,316 153,929 37.33%

Community Relations 6,824 20,219 13,395 196.29%

Administrative and General 1,056,309 1,048,304 (8,005) -0.76%

Taxes other than Income Taxes 40,837 62,359 21,523 52.70%

Sub-account LEAP Funding 5,000 5,850 850 16.99%

Total 2,569,170 2,424,239 (144,931) -5.64%



Lakefront Utilities Inc. 
EB-2016-0089 

Exhibit 1 – Administrative Documents 
Page 41 of 246 

Filed: April 29, 2016 

All the above have been introduced over this timeframe, resulting in increased OM&A. LUI has willingly 1 

embraced these initiatives and worked hard to implement them at minimal cost, without adversely 2 

impacting customer service.  3 

The primary drivers for the OM&A costs shown in Table 1.5 above are more fully described as follows: 4 

 5 

Wages 6 

Wages are a significant driver in LUI’s OM&A expenses as it is for any utility. Between 2012 and 2016, 7 

wages for unionized staff have increased between 1.75% annually to 3.00% annually and benefit costs 8 

have increased as a result of higher OMERS pension costs.  9 

As discussed above, LUI had a significant number of retirements in 2015 resulting in a decrease in wages 10 

and benefits. Total staffing levels decreased by 3.70 FTE since LUI’s last Cost of Service. Based on the 11 

given specialization of the industry and the additional engineering resources required for LUI to remain 12 

technologically relevant and continually update and execute its DSP, LUI proposes to hire a journeyman 13 

lineman in 2016. 14 

Wages are also a significant driver in the Billing and Customer Service department. In 2015, LUI had two 15 

Customer Service Representatives (CSR) retire. LUI has a strong commitment to provide relevant and 16 

timely consumer information to its customers, including proactive communications as it relates to the local 17 

distribution system and related electricity issues that impact rate payers. The Customer Service 18 

Department has implemented the following: 19 

 Low Energy Assistance Program; 20 

 Ontario Electricity Support Program; 21 

 Social Media – Facebook, Twitter, LinkedIn; 22 

 Website redesign; 23 

 Promotion of E-Care and E-Billing; 24 

With an increased focus on corporate and customer communications, LUI is proposing to hire one 25 

additional CSR in 2016.  26 

Maintenance 27 

LUI’s operations strategy is to provide safe, reliable service at an appropriate level of quality throughout the 28 

licensed service area. LUI’s maintenance strategy is an important part of its overall plan of minimizing the 29 

life cycle costs of assets by minimizing reactive and emergency-type work through an effective planned 30 

maintenance program. These strategies are implemented through policies and work practices that promote 31 

a good experience for the customer with regard to safety, security of supply, continuity of service, timely 32 

restoration of service and minimization of undesirable service conditions.  33 
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LUI’s maintenance costs include all costs relating to the operation and maintenance of LUI’s distribution 1 

system. LUI’s maintenance costs have decreased from 2012, and LUI’s SAIDI and SAIFI are well below the 2 

industry average. 3 

Administration and Financial 4 

LUI’s administration and financial costs are driven by the organization’s annual audit costs and includes the 5 

preparation of statutory, management and financial reporting. This includes LUI’s commitment to comply 6 

with Ontario’s evolving energy market, changing government policy and evolving regulatory framework. The 7 

increased complexity in the regulatory environment, such as the RRFE, Distribution System Plan, etc. has 8 

increased the costs since 2012.  9 

Inflation 10 

LUI applied for an estimated increase for 2017 Test Year based on the CPI of 1.95% and budgeted 11 

increase in distribution revenue and customer growth. 12 

Salaries for non-union staff are adjusted in accordance with the Collective Agreement which can be found 13 

in Exhibit 4. Overall employee costs have decreased 9.71% or $185,678 since 2012 Board Approved. This 14 

includes a reduction of 3.70 FTE from the 2012 Board Approved.  15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 
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Ex.1/Tab 4/Sch.6 - Statement of Cost of Capital Parameters 1 

 2 

LUI has followed the Report of the Board on Cost of Capital for Ontario’s Regulated Utilities, December 11, 3 

2009 in determining the cost of capital.  4 

In calculating the cost of capital, LUI has used the deemed capital structure of 56% long-term debt, 4% 5 

short-term debt, and 40% equity, and the Cost of Capital parameters in the OEB letter of October 15, 2015, 6 

for the allowed return on equity and where appropriate for debt.  7 

LUI’s cost of capital for 2017 has been calculated as 6.28%, as shown in the Table 1.6 below. LUI is not 8 

deviating from the Board’s Cost of Capital methodology.  9 

Table 1.6: Overview of Capital Structure 10 

 11 

LUI understands that the OEB will most likely update the ROE for 2017 at a later date; LUI commits to 12 

updating its Capital Structure accordingly as new information becomes available.  13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

Particulars Cost Rate

%

Debt

Long-term Debt 4.54

Short-term Debt 1.65

Total Debt 4.35

Equity

Common Equity 9.19

Preferred Shares 0

Total Equity 9.19

Total 6.28
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Ex.1/Tab 4/Sch.7 - Overview of Cost Allocation and Rate Design 1 

 2 

The main objectives of a Cost Allocation study is to provide information on any apparent cross-3 

subsidization among a distributor’s rate classifications and to eventually be used in future rate applications.  4 

LUI has prepared and is filing a cost allocation information filing consistent with the utility’s understanding of 5 

the Directions, the Guidelines, the Model and the Instructions issued by the Board back in November of 6 

2006 and all subsequent updates.  7 

LUI has prepared a Cost Allocation Study for 2017 based on an allocation of the 2017 Test Year costs (i.e., 8 

the 2017 forecast revenue requirement) to the various customer classes using allocators that are based on 9 

the forecast class loads (kW and kWh) by class, customer counts, etc. 10 

Furthermore, LUI applied the following principles when developing its cost allocation proposal: 11 

 1. Consistency with the last practice used in the previous Cost of Service application; 12 

 2. Rate stability; 13 

 3. The avoidance of rate shock. 14 

LUI has used the updated Board-approved Cost Allocation Model and followed the instructions and 15 

guidelines issued by the Board to enter the 2015 data into this model. The table below shows the utility’s 16 

proposed Revenue to Cost reallocation based on an analysis of the proposed results from the Cost 17 

Allocation Study vs the Board imposed floor and ceiling ranges.  18 

Table 1.7: Proposed Allocation 19 

 20 

 21 

Distribution revenue is derived through a combination of fixed monthly charges and volumetric charges 22 

based either on consumption (kWhs) or demand (kWs). Revenues are collected from seven classes of 23 

Previously 

Approved Ratios

Status Quo 

Ratios Proposed Ratios

Most Recent 

Year:

2012

% % % %

94.80% 92.53                 94.57                    85 - 115

99.60% 101.71                102.09                  80 - 120

120.00% 104.55                104.60                  80 - 120

57.50% 108.82                109.00                  80 - 120

111.70% 212.54                166.31                  80 - 120

117.20% 96.38                 96.02                    80 - 120

94.80% 152.74                124.43                  80 - 120

Street Lighting

Sentinel Lighting

Class Policy Range

(7C + 7E) / (7A) (7D + 7E) / (7A)

Unmetered Scattered Load (USL)

Residential

GS < 50 kW

GS 50-2999 kW

GS 3000-4999 kW
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customers including: Residential, General Service less than 50 kW, General Service 50-2999 kW, General 1 

Service 3000-4999 kW, Sentinel Lights, Street Lighting, and Unmetered Scattered Load.  2 

Fixed rate revenue is determined by applying the current fixed monthly charge to the number of customers 3 

or connections in each of the customer classes in each month. Variable rate revenue is based on 4 

volumetric rates and includes a component to recover allowances for transformer ownership. Commodity 5 

charges, deferral and variance rate riders, along with LUI specific other adders and rate riders added to the 6 

distribution rates to arrive at a final all-encompassing bill. 7 

Existing volumetric rates include a component to recover allowances for transformer ownership. 8 

Commodity charges, deferral and variance rate riders, along with LUI specific other adders such as 9 

LRAMVA are used along with the current and proposed distribution rates to produce total bill impacts.  10 

LUI has incorporated the fixed rate design changes for Residential customer class set out in: Implementing 11 

a New Rate Design for Electricity Distributors (EB-2012-0410) released July 16, 2015. 12 

Recently, the OEB released its staff discussion paper on Rate Design for Commercial and Industrial 13 

Electricity Customers. In its discussions, the OEB suggests six options for the GS<50, GS>50, and large 14 

user classes. The proposed options are as follows: 15 

 16 

1. Fully Fixed Charge: Rates are determined by taking distribution revenue and dividing by the 17 

number of customers.  18 

 19 

2. Time of Use Distribution Rate: Uses a combination of off-peak and on-peak times to calculate 20 

rates.  21 

 22 

3. Energy Use Blocks: Costs are broken down into percentiles based on their on-peak consumption 23 

and then separated into five blocks. Fixed charges are determined based on the revenue 24 

generated and number of customers in each block.  25 

 26 

4. Minimum Bill: Each customer class is broken down by percentile based on consumption and are 27 

then subject to a minimum bill rate.  28 

 29 

5. Three Part Demand Rate: Rates are determined based on whether the customer is identified as 30 

peaking or non-peaking.  31 

 32 

6. Time of Use Demand Rate: Classifies customers into two groups with rates determined by average 33 

monthly on-peak maximum demand.  34 

The OEB has invited stakeholders to comment on the above by May 27, 2016. At this point, LUI is 35 

uncertain as to whether any of these options will be adopted before the 2017 rates are approved.  36 
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Ex.1/Tab 4/Sch.8 - Overview of Deferral and Variance Account Disposition 1 

 2 

LUI proposes to dispose of a credit of $535,428 related to Group 1 and Group 2 Variance/Deferral 3 

Accounts. This credit includes carrying charges up to and including December 31, 2016.  4 

The total credit of $535,428 is split between $250,284 RPP and ($785,712) non-RPP. 5 

Group 1 and Group 2 DVA balances are proposed to be disposed of over 1 year. LUI has followed the 6 

OEB’s guidance as provided in the OEB’s Electricity Distributor’s Disposition of Variance Accounts 7 

Reporting Requirements Report.  8 

Table 1.8: Account and Balances sought for disposition/recovery 9 

 10 

LUI is requesting a new deferral/variance account: Account 1595 – sub-account 2017. Upon approval of 11 

disposition, LUI is requesting Board approval to establish 1595-sub-account 2017 to track costs, revenues, 12 

and interest for amounts disposed of in LUI’s 2017 application. 13 

  14 

 15 

 16 

 17 

 18 

Group 1 Accounts USoA

Principal and Interest 

December 31, 2015

Disposition in 

2016

Interest to 

December 31, 2016 Total Claim

LV Variance Account 1550 653,873 348,194 7,089 312,768

Smart Metering Entity Charge Variance Account 1551 5,599 7,370 83 (1,688)

RSVA - Wholesale Market Service Charge 1580 (692,617) (219,275) (7,515) (480,857)

RSVA - Retail Transmission Network Charge 1584 (265,431) (236,325) (2,848) (31,954)

RSVA - Retail Transmission Connection Charge 1586 (162,307) (204,374) (1,724) 40,343

RSVA - Power (excluding Global Adjustment) 1588 879,030 491,095 9,863 397,798

RSVA - Power - Sub-account - Global Adjustment 1589 (1,550,984) (782,205) (16,933) (785,712)

Recovery of Regulatory Asset Balances - 2011 1595 (13,921) 0 (83) (14,004)

Recovery of Regulatory Asset Balances - 2013 1595 3,317 0 54 3,371

Recovery of Regulatory Asset Balances - 2014 1595 (96,982) 0 653 (96,329)

Group 1 Sub-Total (including Account 1589 - Global Adjustment) (1,240,423) (595,520) (11,361) (656,265)

Other Regulatory Assets 1508 1,814 0 14 1,828

Retail Cost Variance Account - Retail 1518 15,832 0 148 15,980

Retail Cost Variance Account - STR 1548 16,797 0 127 16,924

RSVA - One-Time 1582 (423) 0 (37) (460)

Group 2 Sub-Total 34,020 0 252 34,272

LRAM Variance Account 1568 85,545 0 1,020 86,565

Total (1,120,858) (595,520) (10,089) (535,428)
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Ex.1/Tab 4/Sch.9 - Overview of Bill Impacts 1 

 2 

A summary of the bill impacts by class is presented below. Detailed explanations of the bill impacts are 3 

presented at Exhibit 8.  4 

Table 1.9: Bill Impact Summary by Rate Class 5 

 6 

The impact also includes the rate riders to dispose of the significant balances owed to ratepayers that have 7 

accumulated in certain variance accounts. LUI notes that the utility, its shareholders, and all of LUI’s 8 

customers will be affected by the outcome of this Application.  9 

Detailed Bill Impacts by rate class are presented at Exhibit 8.  10 

Furthermore, Lakefront received approval on March 17, 2016 for an inflationary increase. Based on the rate 11 

increase effective May 1, 2016, table 1.10 details the impact per rate class.  12 

Table 1.10: 2016 IRM Bill Impact Summary by Rate Class 13 

  14 

 15 

kWh kW

Residential - RPP 750 144.17 145.01 0.84 0.58%

Residential - non-RPP 750 125.13 121.16 (3.97) -3.17%

Residential - RPP - 10th percentile 232 55.73 58.66 2.93 5.26%

Residential - non-RPP - 10th percentile 232 49.84 51.28 1.44 2.89%

GS <50 kW - RPP 2,000 377.05 378.96 1.91 0.51%

GS <50 kW - non-RPP 2,000 326.27 315.35 (10.92) -3.35%

GS 50-2999 kW 71,944 191 10,881.47 10,376.41 (505.06) -4.64%

GS 3000-4999 kW 1,245,322 2,822 191,621.40 183,699.83 (7,921.57) -4.13%

Unmetered Scattered Load 558 133.18 124.35 (8.83) -6.63%

Sentinel Lighting 68 0.2037 19.92 19.92 0.00 0.00%

Street Lighting 45 0.1057 14.11 12.25 (1.86) -13.18%

% DifferenceRate Class
Usage

Total 2015 Bill Total 2016 Bill $ Difference

kWh kW

Residential - RPP 800 147.59 148.71 1.12 0.76%

Residential - non-RPP 800 136.51 132.39 (4.12) -3.02%

Residential - RPP - 10th percentile 242 53.48 56.15 2.67 4.99%

Residential - non-RPP - 10th percentile 242 50.13 51.22 1.09 2.17%

GS <50 kW - RPP 2,000 363.95 367.07 3.12 0.86%

GS <50 kW - non-RPP 2,000 336.26 326.27 (9.99) -2.97%

GS 50-2999 kW 69,543 183 10,883.28 10,509.92 (373.36) -3.43%

GS 3000-4999 kW 1,048,686 3,050 170,773.77 168,238.45 (2,535.32) -1.48%

Unmetered Scattered Load 498 116.41 118.08 1.67 1.43%

Sentinel Lighting 325 5 139.45 147.46 8.01 5.74%

Street Lighting 369 113 3,800.20 3,704.49 (95.71) -2.52%

Rate Class
Usage

Total 2015 Bill Total 2016 Bill $ Difference % Difference
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Customer Engagement 1 

 2 

Ex.1/Tab 5/Sch.1 - Overview of Customer Engagement 3 

 4 

Lakefront Utilities Inc. proudly provides safe and reliable power to approximately 9,000 customers in the 5 

Town of Cobourg and approximately 1,000 customers in the Village of Colborne. LUI’s primary goal is to 6 

maintain a high level of customer satisfaction which is achieved through a variety of customer engagement 7 

initiatives.  LUI believes that customer engagement programs and events are fundamental for meeting 8 

customers’ needs.  A company is only as good as its people and Lakefront has a dedicated team of 9 

individuals who have a passion for their work and strive to deliver overall superior experiences for the 10 

customer. 11 

LUI regularly seeks customer feedback to help shape the direction and development of community 12 

investment and outreach as well as preferred methods of communication. It is important to connect with 13 

customers to ensure that their expectations are being met and to receive suggestions on how LUI can 14 

improve their overall customer experience.  15 

LUI is also becoming more customer-centric by investing in new capabilities, programs, and technologies 16 

that allow us to communicate more effectively with our customers.  17 

The following section highlights Lakefront Utilities’ current customer engagement initiatives in order to 18 

maintain and enhance customer engagement and overall public perception of the utility.   19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 
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Table 1.11: Customer Engagement Activities (Appendix 2-AC) 1 

 2 

Provide a list of customer 

engagement activities

Provide a list of customer 

needs and preferences 

identified through each 

engagement activity

Actions taken to respond to 

identified needs and preferences. 

If no action was taken, explain why

E-Billing - Online account services Customers need online 

access to their consumption 

data, invoice and details, as 

well as their historical data. 

LUI created the E-billing account 

service which provides electronic 

access to customer invoices and 

consumption data, current and 

historical.

CDM and SaveOnEnergy programs - 

Inform and assist customer on 

IESO conservation and demand 

management programs

Customers expressed the 

need for consultation and 

assistance with these 

programs. Greater details 

and conditions of RetroFit 

and SaveOnEnergy 

programs were requested.

Marketing of programs through 

LUI's online website and 

newspaper ads, as well as group 

and one-on-one consultations.

Bi-annual customer survey - 

Identify customer needs and 

opinions

Customers were given the 

opportunity to express their 

needs and opinions by 

completing an online or 

hard copy survey. The 

results identified an overall 

good or excellent 

performance of the utility. 

As the survey identified possible 

areas where LUI could improve, the 

following actions were taken:                                                              

- build a database of customers 

opinions and establish trends

Christmas lights LUI works with the Town of 

Cobourg to install Christmas 

lights for the Town's 

Christmas Magic festivities. 

LUI's crew sets up Christmas lights.

Financial Assistance Program 

(LEAP)

Low-income customers 

need assistance to pay for 

higher costs of heating 

during winter months.

LUI continues to verbally promote, 

emergency financial assistance 

programs that are designed to help 

low-income customers having 

difficulty making their electricity 

bill payments.

In-Office Customer Engagement LUI's office is located 

downtown and open to all 

customers. 

Concerns and issues are dealt with 

immediately and any concerns that 

need to be escalated are brought 

forward to senior management.

EmPower Hour LUI held an "open house" 

each Friday in August and 

allowed customers to come 

in and ask questions 

regarding CDM, their bill, 

etc.

Provided customers with the 

opportunity to ask questions in a 

casual environment. 
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Ex.1/Tab 5/Sch.2 – Customer Satisfaction Survey 1 

 2 

“Putting the Consumer First” was part of the title of the Report of the Ontario Distribution Sector Review 3 

Panel. Its findings and recommendations added an additional level of challenges and opportunities. While 4 

the Report challenges the structural nature and efficiency of LDCs in Ontario, the “customer” remains 5 

focused on their own needs and expectations. The customer is primarily concerned about their overall 6 

costs for their electricity rather than the costs of the individual components of producing, transmitting, 7 

distributing and regulating electricity.  8 

For the past 15 years, the only constant Ontario LDCs and their customers have faced is constant change. 9 

With topics such as SMART Meters, SMART Grid, Green Energy, infrastructure renewal, coupled with the 10 

recommendations from the Ontario Distribution Sector Review Panel, it is easy to predict that change will 11 

continue – for many years to come. One of the challenges for utilities today is to determine how to educate 12 

empower and engage their residential and business customers. The goal for utilities being to cut through 13 

the fog of fear, misinformation and confusion that exists amongst its customers, regarding a myriad of 14 

subjects, while retaining a very high level of trust, respect and credibility.  15 

Trust and credibility are the foundational building blocks for ensuring that customers have both their rational 16 

and emotional requirements fulfilled. The attributes which help an LDC to be seen as highly credible are 17 

knowledge, integrity, involvement and trust. 18 

The old adage, “you cannot command respect, you have to earn respect” is a lesson that aptly describes 19 

the loyalty effect with customers. Many people mistakenly think doing a good job will lead to loyalty; that a 20 

satisfied customer equals a loyal customer. Customers have expectations of their electric utility that go far 21 

beyond “keeping the lights on”, “billing me properly” and “restoring power quickly”.  22 

The Process 23 

The survey was developed in-house through the use of Survey Monkey after discussions with LUI’s Board 24 

of Directors and customers. Prior to releasing the survey to the public, LUI released the draft survey to 25 

various residential and commercial customers for the purpose of receiving feedback regarding the quantity 26 

and quality of questions. Based on the comments received by the sample group, the survey was further 27 

revised to adopt the recommendations of the customers. The survey was also released to LUI’s Board of 28 

Directors and was revised based on the comments received.  29 

The main purpose of the above was to minimize the cost of the survey by the sharing of intellect and 30 

resources.  31 

LUI briefly contemplated using a 3rd party company to conduct the survey, however, the costs, estimated at 32 

approximately $20,000 or $1.97 per customer, were prohibitive. Another disadvantage of a 3rd party survey 33 

was that the surveys are administered by telephone to random residential customers with home based land 34 

lines. LUI felt that all of its customers should have equal opportunity to complete the survey, rather than a 35 
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random sample. Lastly, the quantity of questions asked by a 3rd party company were significant when 1 

compared to the internal survey.  2 

LUI received 243 responses and of the responses, 221 (or 92.47%) identified themselves as residential 3 

customers.  4 

Summarized results were as follows: 5 

Customer Preference 6 

 82% rate the overall value of their electricity service between good to excellent. 7 

Reliability 8 

 9% of customers felt that LUI should be spending more to decrease the frequency and duration of 9 

outages, with the understanding that it could increase their hydro bill. Overall, 78% found the 10 

existing level of reliability to be acceptable.  11 

 12 

 94% rated LUI’s performance in restoring service from good to excellent. 13 

 14 

 74% of respondents indicated LUI’s performance in restoring services as good to excellent during 15 

extended outages. 16 

Billing and Payment Options 17 

 34% of customers indicated they have a fair to poor understanding of LUI’s bills.  18 

 19 

 9% of customers are not satisfied with the payment options offered by LUI.  20 

 21 

 87% of customers indicated that they received good to excellent service from LUI’s customer 22 

service staff.  23 

 24 

 2% indicated they received fair to poor service from LUI’s field staff.  25 

Public Perception, Opinion, and General Awareness 26 

 70% of customers have not hand any communication with LUI during the past 12 months.  27 

 28 

 74% of respondents indicated that LUI was good to excellent at communicating with them.  29 

 30 

 31 
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Ex.1/Tab 5/Sch.3 – Front Desk Support 1 

 2 

LUI currently maintains an open front office desk support, allowing the customers and the utility to interact 3 

on a direct basis pertaining to bill payments, change of occupancy requests, etc. Social interaction is still 4 

one of the best ways to be in close contact with the customer, including LUI’s senior population.  With a 5 

front desk, information is exchanged regularly with every customer’s interaction. Data gathered through 6 

these interactions can then be used to improve business outcomes. In this sense, front office staff become 7 

pivotal to the business and bridge the gap between the customer and other utility staff. LUI plans to 8 

continue its front office operations as a form of customer engagement and to ensure expected customer 9 

service levels are maintained.  10 

For the month of February 2016, LUI’s Customer Service Representatives monitored the interaction with 11 

customers that use the front office. As detailed below, 82% of the 682 customers used the front office to 12 

pay their bill. The majority of the other enquiries were related to CDM, OESP, etc. 13 

 14 

 15 

 16 

Below is a summary of customers that registered for Pre-Authorized Payments (“PAP”), Equal Billing, and 17 

E-Billing, during 2015: 18 

 19 

Particulars

Number of Customers 

Registered

PAP 2,895

Equal Billing 1,036

E-Billing 860
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Ex.1/Tab 5/Sch.4 – Publications 1 

 2 

The majority of LUI’s customers receive a physical bill in the mail, and LUI takes advantage of this 3 

opportunity to communicate additional information via messages on the outside of the envelope, separate 4 

inserts, and messages on the bill itself. Many of these messages are coordinated with announcements from 5 

the OEB, IESO, and other agencies, and include information about retailers, rate changes, conservation 6 

and demand management programs, electrical safety, and references to our website.  7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 
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Ex.1/Tab 5/Sch.5 – Conservation and Demand Management 1 

 2 

Lakefront Utilities Inc. delivers the IESO’s saveONenergy 3 

programs aimed at reducing the strain on the provincial electricity 4 

grid and saving customers money on their energy bills. The 5 

programs cover energy efficient and money saving solutions for 6 

residential, commercial and institutional, industrial and low-income 7 

customers in LUI’s service territory. LUI participates in many community events, such as the Cobourg 8 

Waterfront Festival, Habitat for Humanity’s ReStore and Ribfest, raising awareness of the benefits of 9 

conservation. The Home Assistance Program has installed energy efficient products in 275 qualifying 10 

homes since the program rolled out in 2012, helping low-income customers save on their energy bills as 11 

well as making their homes more comfortable.   12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 
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Ex.1/Tab 5/Sch.6 – Community Involvement 1 

 2 

LUI is more than just about providing safe and reliable electricity to its customers. The utility participates, 3 

sponsors, organizes and volunteers at several events within the community. LUI is proud to give back to 4 

the community, which benefits many organizations, highlighting LUI’s community investment and outreach 5 

values.    6 

Electrical Safety Presentations in Schools (Sponsorship) 7 

LUI is committed to public safety, 8 

awareness, and conservation. As part of 9 

this initiative, LUI hired Electricity and 10 

Safety Conservation to attend all public 11 

schools in the service area to promote 12 

safety and conservation. The 13 

presentation included information on 14 

electrical hazards in the home, the 15 

dangers within substations, and what to 16 

do if they are in a car accident involving 17 

a utility pole and power lines. Approximately 2,800 Kindergarten – Grade 8 students received the 18 

presentation.  19 

LUI Scholarships 20 

LUI offers a renewable $1,000 scholarship to each of the two secondary 21 

schools in the service area every year. Criteria for this scholarship includes 22 

high academic achievements and proof of acceptance into a post-23 

secondary program in a utility related field as determined by the 24 

Scholarship Committee. The recipients are eligible to receive the 25 

scholarship each year that they are returning to the program as long as 26 

they meet the required 3.0 GPA. LUI strongly values investing in the youth 27 

of the community.  28 

Sponsorships 29 

Lakefront is proud to support a variety of community-based events in 30 

Cobourg through sponsorship. This is Lakefront’s way of connecting with 31 

customers and communities. Lakefront prefers to support local community 32 

events that attract a broad audience; they should be one of the major 33 

events on the community calendar. 34 
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                     1 

United Way 2 

Lakefront employees support United Way events  3 

throughout the year including the annual Day of Caring in June. 4 

Workplace Safety 5 

The safety of employees and the public is the top priority for LUI and 6 
is a core value. LUI takes great pride in ensuring the safety of its 7 

employees and is proud of the work that they do in sometimes dangerous weather and settings. Not only 8 
does Lakefront promote safety but employees put safety first and create a dynamic safety culture where 9 
everyone looks out for one another. Ongoing safety training provides employees with information on how to 10 

perform their jobs safely. Due to the collective effort of employees and their commitment to safety, the 11 
company has hit several milestones throughout the years including most recently working 169,464 hours 12 
(January 2016) with zero lost time due to accidents. LUI has over 680,000 hours (since Feb 15, 2005) with 13 
no major incident.  14 

 15 

Lakefront Day of Sharing 16 

Lakefront Utilities shuts down its regular business 17 

operations for one day in October and all 18 

employees work on meaningful projects in the 19 

community like painting, yard work and minor 20 

home renovations for those in need. LUI’s Day of 21 

Sharing provides an opportunity for staff to give 22 

back to the communities that the utility services,  23 

reflecting LUI’s gratitude for being entrusted with 24 

the important tasks of managing one of the 25 

municipality’s most valuable assets and providing 26 

safe and reliable utility services. 27 

 28 
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 1 

LUI Golf Tournament 2 

Lakefront recently held its fifth annual Charity Golf 3 

Tournament. In the last 5 years this event has raised over 4 

$6,500 for various community agencies like the local food 5 

bank and the Northumberland United Way (Lakefront Day 6 

of Sharing). LUI is able to provide support to these 7 

charitable organizations through the donations of 8 

participating golfers.  9 

  10 

Salvation Army (Adopt a Family Program) 11 

 12 

Lakefront employees participate in the Adopt-A-Family program and purchase food and gifts for a family in 13 

need during the Christmas holiday season.  14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 
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Ex.1/Tab 5/Sch.7 – emPOWER Hour 1 

 2 

Lakefront Utilities Inc. hosted a series of information events called “emPOWER Hour” every Friday from 3 

11am until 1pm in August 2015. These events were designed to increase communication between 4 

Lakefront and its customers as well as to gather essential feedback from the community. The drop-in 5 

events provided an excellent occasion for residents of Cobourg and Colborne to learn about LUI, ask 6 

questions, and meet some of the staff in an informal atmosphere. Topics at the emPOWER Hour events 7 

ranged from: 8 

 Understanding electricity bills; 9 

 Billing options; 10 

 Managing usage through conservation programs; 11 

 Time-of-use pricing; 12 

 Solar programs 13 

The total attendance at the four events was 21 customers.  14 

Before customers left, staff asked them to complete a short six question survey about the event. Feedback 15 

was as follows: 16 

 17 

Based on the feedback that LUI received: 18 

 36% of attendees would like LUI to host events about reducing their bill; 19 

 18% would like to see more events similar to emPOWER Hour; 20 

 18% would like to see events focusing on conservation 21 

Additional feedback was received regarding the venue as many attendees felt the Lakefront location was a 22 

“good venue” and that LUI has “knowledgeable staff”.  23 

Though LUI didn’t spend any money on advertising the event, the press release garnered significant media 24 

attention and was covered by the majority of local outlets: 25 

 EDA e-newsletter 26 

 107.9 The Breeze 27 

 Star 93.3 28 

 Northumberland View 29 

 Northumberland Today 30 

 SNAP Magazine 31 

Quality of Event Percentage

Excellent 62%

Good 38%
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Ex.1/Tab 5/Sch.7 – Social Services 1 

 2 

Low Income Assistance 3 

The Low-Income Energy Assistance Program (LEAP) was set in place to help those who struggle to pay 4 

their energy bills. LUI’s contribution through LEAP helped households with their electricity bill payment. LUI 5 

assisted 47 customers in 2014 and 39 in 2015. 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 
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Ex.1/Tab 5/Sch.8 – Other Engagement Activities 1 

 2 

Social Media 3 

Social media is changing the way most companies do business, offering new communication platforms that 4 

allow companies to learn more about their customers in ways that were previously not possible. This type 5 

of customer interaction can help build stronger, more successful business and customer relationships.  6 

Engaging customers using social media has been a benefit in notifying customers about crucial information 7 

and regular day to day updates including outages.  In 2013 LUI experienced a severe ice storm that 8 

resulted in multiple outages.  With social media customers could remain up to date with how the utility was 9 

handling the situation.  Other updates include posts about Conservation & Demand Management Programs 10 

that are ongoing and upcoming, as well as save on energy, coupon notifications advising customers of the 11 

details and where they are available.  Other types of updates such as upcoming community events, office 12 

closures, etc. are also provided through social media. 13 

 14 

 15 

 16 

 17 
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 1 

Customer Disruptions/Project Communication 2 

Lakefront Utilities ensures that detailed communication and engagement is provided in advance relating to 3 

any significant capital project, or any type of disruption to the customers’ service in any way. Lakefront 4 

provides customers with the details, such as the purpose, the timelines, and the benefit of the project or 5 

power disruption.  The communication is sent to the affected customers by letter, the details are posted to 6 

LUI’s website.  If the service area is small, the customers will also be contacted by phone.  Once the 7 

customers receive the information, they have sufficient time to contact LUI’s office to address any concerns 8 

they may have or receive further clarification on the details of the project. 9 

 10 

 11 

 12 

 13 
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eCare 1 

This function allows customers to view their usage, consumption and, payment history, as well as compare 2 

to current and previous bills. Customer Service Representatives are able to view the same information 3 

along with the customer to assist with their inquiries. The new version of eCare has been implemented and 4 

is now being used by both CSRs and customers.  5 

mCare 6 

mCare allows Lakefront to communicate with the Field Service Representative for service orders in real 7 

time as well as eliminate the use of paper. MCare is directly linked to LUI’s host CIS system and remotely 8 

transfers the service order information as completed. 9 

E-billing 10 

Lakefront has notified customers that this service is available and provided an incentive in 2015 to 11 

customers signing up for e-billing; the incentives includes a credit on the customer account and a donation 12 

to Ganaraska Region Conservation Authority to plant a tree in the customer’s name. A bill insert was sent 13 

out with all bills, to promote e-billing the information was also posted on social media platforms.   14 

Website 15 

Lakefront’s corporate website is a powerful tool to communicate with its customers and is often the first 16 

place people will go for information about the company and its operations. Customers see Lakefront’s 17 

website as a valuable and reliable source of information. Although the website is constantly updated for 18 

accuracy, the website was redesigned in 2015 with the following new features: an innovative responsive 19 

design to meet accessibility standards and ensure usability on any device, a clean customer friendly layout 20 

to easily locate information, a home page alert bar to immediately notify customers of major outages, and a 21 

comprehensive regulatory database.  22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 
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Ex.1/Tab 5/Sch.9 – Incorporating Customer Engagement in LUI’s Application 1 

 2 

The Process 3 

In response to the Board’s Filing Requirements to engage customers on the specific proposals contained in 4 

this application, LUI retained Innovative Research Group Inc. (“Innovative”) to design, collect feedback, and 5 

document its customer engagement and consultation process. 6 

Working together with Innovative, LUI sought to engage customers on the following matters specific to the 7 

application:  8 

1. General satisfaction; 9 

2. System reliability; 10 

3. Acceptance of the investment plan; 11 

4. Impact of outages; 12 

5. Operating budget and cost drivers; 13 

6. Proposed plan and rate impact 14 

A complete copy of the Innovative customer engagement report is included as Attachment A.  15 

The consultation encompassed three core elements of customer engagement: 16 

1. Residential and General Service Consultation Groups: This qualitative phase of the consultation 17 

was designed to educate customers, assess their preferences and priorities, gauge reaction to 18 

proposed rate changes, and ultimately inform the quantitative phases of the consultation. The 19 

groups were randomly recruited from across LUI’s service territory and consultations were held in 20 

Cobourg. A workbook was used to provide the participants with core information about the 21 

provincial and local electricity system, LUI’s proposed capital investment and operating spend to 22 

maintain system reliability, as well as the rate impact for each respective rate class. Participants 23 

were provided incentives in recognition of their time commitment.  24 

 25 

2. Online Workbook: The online workbook was promoted through radio and online advertising with 26 

local media outlets, social media, as well as LUI’s website. This phase of the consultation was 27 

available to any LUI residential or GS<50 kW customer who wanted to participate.  28 

 29 

3. Key Account Validation Interviews: Large use accounts were consulted on the proposed five year 30 

plan by LUI staff. Innovative followed-up by telephone with large users after their consultation 31 

session to validate the process and to verify that LUI provided these customers with the information 32 

they needed to provide informed feedback on the proposed plan.  33 

 34 
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LUI’s engagement associated with the workbook was the following: 1 

 2 

 3 

The Innovative report shows that almost all LUI customers are satisfied with the job the utility is doing at 4 

managing the electricity distribution system. This pattern was consistent across all rate classes in all 5 

phases of the customer consultation.  6 

Addressing Customer Needs and Preferences  7 

Many of the customer engagement process findings corroborated what LUI had been hearing recently from 8 

customers, via the ongoing dialogue through the day-to-day engagement described throughout this Exhibit. 9 

However, some new key learnings emerged: 10 

 11 

 Affordable Rates 12 

 13 

The most common suggestion for the General Service customers was to keep rates low. LUI 14 

recognizes the need to keep distribution rates reasonable and affordable for its customers and 15 

DATE DISTRIBUTION CHANNEL COMMUNICATION PRODUCT AUDIENCE SIZE AUDIENCE

March 15, 2016 Focus Group Face-to-face conversation with randomly selected small businesses 7 GS<50

March 15, 2016 Focus Group Face-to-face conversation with randomly selected residents 10 Residential

March 21, 2016 Email Email to LUI Staff informing them of the  workbook 10 Internal Staff

March 21, 2016 Chamber of Commerce Email eBlast sent out to Chamber members with link to www.LUIworkbook.com 380 GS<50 & GS>50

March 21 - April 10 LakefrontUtilities.on.ca Alert on Homepage with link to www.LUIworkbook.com 2,034 Ratepayers

March 21 - April 10 Classic Rock 107.9 Radio Ads 37,700 Ratepayers

March 21 - April 10 93.3 myfm Radio Ads 37,500 Ratepayers

March 21 - April 10 Tear Sheets 1/4 page take-away sheets available in Front Office 511 Ratepayers

March 21 - April 10 Sign Sign in front office promoting workbook 511 Ratepayers

March 21 - April 10 Customer Service TV Rotating Ad on Street Facing Window TV 3,225 Ratepayers

March 21 - March 27 NorthumberlandNews.com PushDown Banner on Website with Link to www.LUIworkbook.com 91,000 Ratepayers

March 22, 2016 Press Release Article distributed to local media outlets 15 Media

March 22 - April 10 LakefrontUtilities.on.ca Article about workbook posted in "What's New" section 2,034 Ratepayers

March 22, 2016 Twitter Shared Link to www.LUIworkbook.com 219 Ratepayers

March 24, 2016 Facebook Shared Link to www.LUIworkbook.com 113 Ratepayers

March 26, 2016 Facebook Shared Link to www.LUIworkbook.com 113 Ratepayers

March 28, 2016 Chamber of Commerce Email eBlast sent out to Chamber members with link to www.LUIworkbook.com 380 GS<50 & GS>50

March 28 - April 10 NorthumberlandNews.com Banner ad on Website with Link to www.LUIworkbook.com 10,000 Impressions Ratepayers

March 28 - April 10 NorthumberlandNews.com Big Box ad on Website with Link to www.LUIworkbook.com 10,000 Impressions Ratepayers

March 29, 2016 NorthumberlandToday.com Online Article promoting Cost of Service Filing and Engagement 93,200 Ratepayers

March 30, 2016 CobourgInternet.com Online Article discussing Cost of Service Filing and workbook 500 Ratepayers

April 1, 2016 Facebook Shared link to NorthumberlandToday.com article 113 Ratepayers

April 1 - April 4 Facebook Sponsored Ad with Link to www.LUIworkbook.com 3,948 (confirmed) Ratepayers

April 4, 2016 Twitter Shared Link to www.LUIworkbook.com 219 Ratepayers

April 4 - April 7 Facebook Sponsored Ad with Link to www.LUIworkbook.com 3,515 Ratepayers

April 4 - April 10 93.3 myfm workbook featured in Local News Segment 37,500 Ratepayers

April 5, 2016 Chamber of Commerce Email eBlast sent out to Chamber members with link to www.LUIworkbook.com 380 GS<50 & GS>50

April 6, 2016 Face-to-Face Key Account Meeting 1 - Weston Bakeries GS>50

April 7, 2016 Face-to-Face Key Account Meeting 1 - Jebco GS>50

April 7, 2016 Face-to-Face Key Account Meeting 1 - Arclin GS>50

April 7, 2016 Face-to-Face Key Account Meeting 1 - Linmac GS>50

April 8, 2016 Face-to-Face Key Account Meeting 1 - Town of Cobourg Streetlights GS>50

April 7, 2016 Facebook Shared Link to www.LUIworkbook.com 113 Ratepayers

April 7, 2016 Twitter Shared Link to www.LUIworkbook.com 219 Ratepayers

April 8, 2016 Facebook Shared Link to www.LUIworkbook.com 113 Ratepayers

April 10, 2016 Facebook Shared Link to www.LUIworkbook.com 113 Ratepayers
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believes it has addressed this by budgeting efficiently and carefully for the future in this application. 1 

This is evident by the proposed bill impacts shown in Ex.1/Tab 4/Sch.9 which would result in many 2 

customers experiencing declining distribution rates starting on January 1, 2017.  3 

 4 

While completing the online workbook, customers noted the need for explanations for bill increases 5 

without usage increase, as a suggested improvement to service. In order to assist customers with 6 

energy and billing literacy, LUI will continue to leverage its website and explore ongoing annual 7 

customer focus groups, emPower hour sessions, etc. 8 

 9 

 Improving Reliability 10 

 11 

An increased focus on improving reliability. LUI believes that its DSP centered around a risk-based 12 

optimization program, will allow for maintenance, or improvement, of reliability and power quality 13 

while maintaining a prudent and consistent capital spend level in accordance with recent historical 14 

years.  15 

 16 

Power based on customer quality disturbances include a wide range of detrimental effects 17 

including: voltage sags and swells, harmonics, voltage flicker, voltage imbalance and other brief 18 

disturbances. Power quality is a key focus because the LUI service territory has many 19 

manufacturing facilities that have very low tolerances for voltage variations. Momentary outages 20 

can result in time consuming stoppages to the manufacturing process and significant costs.  21 

 22 

LUI is implementing a new plan for the CDM/Key Account Representative to visit key accounts on 23 

a regular basis to discuss any potential power quality issues, and better understand and control 24 

their energy usage. 25 

 26 

 Transparency of Financial Information 27 

 28 

While completing the online workbook, many customers noted that financial statements and 29 

financial information (profits, salaries, and profit margins) was missing. Customers would have 30 

liked to seen this information included or have these questions answered. Furthermore, customers 31 

noted that better communication/transparency as a suggested improvement to service.  32 

 33 

In terms of transparency of financial information, LUI has worked on preparing an annual report for 34 

2015, to be completed in May/June 2016. The annual report will detail the financial information and 35 

include a summary of the financial statements.  36 

 37 

In 2015 LUI promoted its 2014 Scorecard, through Facebook, Twitter, LUI’s website, and on-bill 38 

messaging, which contained financial information. In terms of enhanced customer communication, 39 

LUI took key steps towards improving its digital communication channels in 2015 with the redesign 40 
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of the LUI website and the launch of social media channels such as Facebook, Twitter, and 1 

LinkedIn. LUI will continue to utilize the communication channels to ensure that customers are 2 

aware of the 2015 Scorecard and the annual report. Further, it became apparent from the customer 3 

engagement activities that a portion of customers are still not aware of the existing online offerings. 4 

Accordingly, LUI will launch a marketing plan to drive additional customer awareness, as 5 

evidenced in the increased community relations expenses noted in Exhibit #4. 6 

 7 

 Customer Service 8 

 9 

During the workbook-based facilitated discussions there was mention of more engaged customer 10 

service. There was also a suggestion regarding a follow-up when contacting Lakefront Utilities with 11 

questions or concerns.  12 

 13 

Lakefront had explored the option of using Interactive Voice Recognition (“IVR”) however, many 14 

customers during the focus group session noted that they would rather have a customer service 15 

person who is knowledgeable and familiar with the operation. As a result, LUI will re-assess 16 

implementing IVR and will replace a Customer Service staff member.  17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 
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Financial Information 1 

 2 

Ex.1/Tab 6/Sch.1 – Historical Financial Statements 3 

 4 

Final financial information is included below for fiscal 2014 and fiscal 2015: 5 

 Year ended December 31, 2014 6 

 Year ended December 31, 2015 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 
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Ex.1/Tab 6/Sch.2 – Reconciliation between Financial Statements and Results Filed 1 

 2 

LUI has no reconciliation items between financial results shown in LUI’s RRR filings, audited financial 3 

statements and with the regulatory financial results filed in the application.  4 
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 1 

Lakefront Utilities Inc. 

BALANCE SHEET

YEAR ENDED DECEMBER 31, 2015

ACCOUNT 2015

BALANCE SHEET

CURRENT ASSETS

Cash in Bank 1005 409,206

Accrued Utility Revenues 1120 2,932,088

Customer Accounts Receivable 1100 2,471,847

Acct Rec. - Merchandise,Jobbing 1105 153,247

Other Accounts Receivable 1110 (1,583)

Acct. Prov. For Uncollect. Acct 1130 (43,000)

Accounts Receivable from Assoc. Corporations 1200 (318,170)

Prepayments 1180 62,680

5,666,314

INVENTORIES

Plant Materials and Operating Supplies 1330 242,364

Merchandise 1340 956

243,320

OTHER REGULATORY ASSETS AND LIABILITIES

RCVA Retail 1508 1,814

Other Regulatory Assets 1518 15,832

RCVA Service Transaction Request 1520 (517)

Power Purchase Variance Account 1548 16,797

RSVA - Shared LV Line 1550 653,875

Smart Metering Entity Charge 1551 5,598

IFRS-CGAAP Transitional 1580 (692,615)

RSVA One-Time 1582 (424)

RSVA NW 1584 (265,431)

RSVA CN 1586 (162,306)

RSVA Power 1588 879,030

RSVA Power - Global Adjustment 1589 (1,550,984)

Disposition and Recovery of Regulatory 1595 1,252,472

153,141
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 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

PROPERTY AND EQUIPMENT

Miscellaneous Intangible Plant 1610 (60)

Land 1805 219,284

Buildings and Fixtures 1808 1,020,508

Distribution Station Equipment 1820 1,623,228

Poles, Towers and Fixtures 1830 2,032,947

Overhead Conductor and Devices 1835 4,712,699

Underground Conduit 1840 799,452

Underground Conductors and Devices 1845 1,572,462

Line Transformers 1850 3,191,202

Services 1855 706,338

Meters 1860 2,342,529

Other Installations on Customer's Premises 1865 807

Buildings and Fixtures 1908 2,400

Office Furniture and Equipment 1915 77,553

Computer Equipment - Hardware 1920 95,557

Computer Software 1925 480,788

Transportation Equipment 1930 690,680

Tools, Shop and Garage Equipment 1940 502,144

Measurement and Testing Equipment 1945 15,572

Miscellaneous Equipment 1960 160,984

System Supervisory Equipment 1980 324,816

Contributions and Grants - Credit 1995 (2,370,989)

Construction Work in Progress - Electric 2055 287,209

18,488,107

Acc. Amort. - Amortization of Electric Utility 2105 (1,946,574)

Net Assets 22,604,308
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 1 

 2 

 3 

Lakefront Utilities Inc. 

BALANCE SHEET

YEAR ENDED DECEMBER 31, 2015

ACCOUNT 2015

LIABILITIES

CURRENT LIABILITIES

Accounts Payable 2205 2,743,823

Customer Credit Balances 2208 201,523

Current Portion of Customer Deposits 2210 46,647

Misc. Current and Accrued 2220 38,204

Current Portion of Long-Term Debt 2260 197,498

Commodity Taxes 2290 59,830

Accrual for Taxes, Payment in Lieu of Taxes 2294 (200,652)

Future Income Taxes - Current 2296 (100,800)

2,986,072

NON-CURRENT LIABILITIES

Employee Future Benefits 2306 395,709

Long-Term Customer Deposits 2335 156,405

552,114

OTHER LIABILITIES

Other Regulatory Liability 2405 (56,067)

Debentures Outstanding - Long Term Portion 2505 2,887,391

Other Long Term Debt 2520 7,000,000

9,831,324

SHAREHOLDER'S EQUITY

Common Shares Issued 3005 5,293,376

Unappropriated Retained Earnings 3045 3,645,069

Appropriations of Retained Earnings - Current Period 3047 502,353

Dividend Payable - Common Shares 3049 (206,000)

9,234,799

22,604,308
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 1 

Lakefront Utilities Inc. 

INCOME STATEMENT

YEAR ENDED DECEMBER 31, 2015

ACCOUNT 2015

SERVICE REVENUE

SALE OF ELECTRICITY

Residential Energy Sales - COP - First 750 kwh 4006 7,527,308

Commercial Energy Sales - COP - First 750 kwh 4010 2,603,506

Industrial Energy Sales - COP - First 750 kwh 4015 1,558,247

Street Lighting Energy Sales - COP - Interal Metering 4025 109,092

Sentinel Lighting Energy Sales - COP - First 750 k 4030 64,522

General Energy Sales - GS<50 - COP - First 750 k 4035 11,672,238

Energy Sales for Retailers - Residential - COP 4055 1,086,711

Billed WMS - Residential 4062 965,338

Billed NW - Residential 4066 1,543,246

Billed CN - Residential 4068 1,099,984

Billed - LV 4075 295,876

Billed - Smart Metering Entity Charge 4076 91,925

28,617,992

REVENUES FROM SERVICES

Distribution Service Revenue 4080 4,085,864

Retail Services Revenue - Distributor - Consolidated 4082 8,056

STR Revenues - Request Fee 4084 2,620

SSS Administration Revenue 4086 35,555

4,132,096

OTHER OPERATING REVENUES

Interdepartmental Rent 4205 60,930

Rent from Electric Property 4210 76,692

Late Payment Charges 4225 68,477

Miscellaneous Services Revenues 4235 307,026

513,125

OTHER INCOME AND DEDUCTIONS

Loss on Disposition of Utility and Other Property 4360 2,500

Revenues from Non-Utility Operations 4375 347,395

Expenses from Non-Utility Operations 4380 (327,099)

22,795

INTEREST INCOME

Interest and Dividend Income - Interest 4405 33,463

TOTAL REVENUES 33,319,472
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 1 

COST OF SALES

POWER SUPPLY EXPENSES

Power Purchased 4705 24,710,928

Power Purchased - Global Adjustment 4707 965,338

Charges - Network Services (NW) 4714 1,544,779

Charges - Connections (CN) 4715 1,101,072

Shared LV Line 4750 295,876

28,617,992

DISTRIBUTION EXPENSES - OPERATIONS

Operation Supervision and Engineering 5005 99,345

Distribution Station Equipment - Op Labour 5016 52,874

Distribution Station Equipment - Op Supplies 5017 1,452

OH Dist Lines and Feeders - Operation Labour 5020 186,591

OH Dist Lines and Feeders - Op Supplies and Expenses 5025 52,075

UG Dist Line Feeders - Operation Labour 5040 104,234

UG Dist Lines and Feeders - Op Supplies and Expenses 5045 2,287

Misc Distribution Expeses - Warehouse - Labour 5085 9,479

508,337

DISTRIBUTION EXPENSES - MAINTENANCE

Maintenance of OH Services - Labour 5130 49,343

OH Distribution Lines and Feeders - Right of Way 5135 45,421

Maintenance of UG Services - Labour 5155 30,940

Maintenance of Line Transformers - Labour 5160 9,997

Maintenance of Meters - Labour 5175 39,302

175,003

BILLING AND COLLECTING

Meter Reading Expenses - Labour 5310 260,413

Customer Billing - Labour 5315 173,403

Collecting - Services for interal purposes - Labour 5320 30,140

Collecting - Cash Over and Short 5325 (506)

Collection Charges 5330 9,684

Bad Debt Expenses - Residential 5335 24,824

Misc Cust Account Exp - Communication Service 5340 33,178

531,136

COMMUNITY RELATIONS

Community Relations - Sundry 5410 12,773
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 1 

 2 

 3 

 4 

 5 

ADMINISTRATIVE AND GENERAL

Executive Salaries and Expenses - Labour 5605 61,205

Management Salaries and Expenses 5610 207,878

General Admin Salaries and Expenses - Salaries 5615 301,421

Office Supplies and Expenses 5620 93,139

Outside Service Employed 5630 92,587

Property Insurance 5635 31,802

Injuries and Damages - WSIB 5640 30,334

Regulatory Expenses 5655 39,238

Maintenance of General Plant 5675 55,770

Membership Dues 5680 65,000

978,374

AMORTIZATION

Depreciation General Plant 5705 1,121,030

INTEREST ON LONG-TERM DEBT

Interest on Long-Term Debt 6005 507,500

Other Interest Expense 6035 175,531

683,031

PAYMENT-IN-LIEU OF TAXES

Taxes Other Than Income Taxes 6105 59,997

Income Taxes 6110 79,245

Future Income Taxes Expense 6115 44,900

184,142

UNUSUAL AND OTHER ITEMS

Donations - Leap Funding 6205 5,301

TOTAL EXPENSES 32,817,119

NET INCOME 502,353
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Ex.1/Tab 6/Sch.3 – Annual Report 1 

 2 

LUI intends to prepare an annual report for 2015, to be finalized in May/June 2016 and posted on its 3 

website.  4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 
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Ex.1/Tab 6/Sch.4 – Prospectus and Recent Debt/Share Issuance Update 1 

 2 

LUI does not issue debt or shares nor do they publish any prospectus.  3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 
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Ex.1/Tab 6/Sch.5 – Other Relevant Information 1 

 2 

Tax Status 3 

The utility is not seeking any changes in its tax status. 4 

 5 

Existing/Proposed Accounting Orders 6 

The Accounting Standards Board (“AcSB”) deferred mandatory adoption of IFRS for qualifying rate-7 

regulated entities to January 1, 2016. However, per the Board’s letter of July 17, 2013, electricity 8 

distributors electing to remain on CGAAP were required to implement regulatory accounting changes for 9 

depreciation expenses and capitalization policies by January 1, 2013. LUI choose to implement the change 10 

in useful lives under CGAAP as of January 1, 2012 and submitted this in LUI’s 2012 Cost of Service. LUI 11 

has prepared this application under MIFRS.  12 

 13 

Accounting Standards used in Application 14 

Lakefront Utilities Inc.’s last rebasing was for 2012 rates. Within that application the 2012 rates were 15 

derived using MIFRS as noted in the OEB’s Decision and Order EB-2011-0250. 16 

In accordance with the Filing Requirements, LUI has provided information for 2012, 2013, and 2014 Actual 17 

under MIFRS. The 2015 actual, 2016 Bridge Year, and 2017 Test Year have also been provided under 18 

MIFRS. The only change for LUI is the reallocation of Account 1995 Contributed Capital to Account 2240 19 

Deferred Revenue.  20 

As a result, Appendix 2-Y is not applicable.  21 

 22 

Segregation of Rate Regulated Activities 23 

LUI is engaged in the delivery of the IESO’s Conservation and Demand Management Programs. The 24 

accounting of these activities is segregated from LUI’s rate regulated activities in accordance with the 25 

Board’s Accounting Procedures Handbook for Electricity Distributors.  26 

 27 

 28 

 29 
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Materiality Threshold 1 

 2 

Ex.1/Tab 7/Sch.1 – Materiality Threshold 3 

 4 

Lakefront’s estimated revenue requirement for the 2017 test year is $4,414,540. As Lakefront has a 5 

distribution revenue requirement greater than $10 million and less than $200 million, the materiality 6 

threshold used in this application is at a rate of 0.5% which equates to a materiality threshold of $50,000. 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 
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Corporate Governance 1 

 2 

Ex.1/Tab 8/Sch.1 – Corporate Governance Structure 3 

 4 

LUI has described its corporate and utility organizational structure, including descriptions of the activities of 5 

each of LUI’s affiliates.  6 

There are no planned changes in corporate or operational structure.  7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 
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Ex.1/Tab 8/Sch.2 – Board of Directors 1 

 2 

LUI’s Board of Directors is comprised of three (3) members, one (1) of whom is an independent member as 3 

defined in the OEB’s Affiliate Relationship Code (“ARC”). In 2015, as per the table below, the LUI board 4 

had five regular meetings. The Board of Directors composition is compliant with ARC, which requires that at 5 

least one-third of a regulated distribution company’s directors is independent from any affiliate.  6 

None of the directors is an officer or employee of Lakefront Utilities or any of its affiliates, which is the same 7 

standard for independence as is provided for corporations under the Business Corporations Act (Ontario). 8 

Each director is provided ample time and opportunity to receive relevant information and provided the 9 

opportunity at Board meetings to appropriately challenge how executive officers are discharging their duties 10 

and achieving their goals.  11 

Furthermore, the Board of Directors’ composition and practices facilitates the exercise of independent 12 

judgement. The directors are selected based on a desire to achieve diversity in business skills (e.g., human 13 

resources, legal, operational, financial). It is this diversity that ensures that all voices are valued and heard 14 

for their input and perspective.  15 

The background of each LUI board member is as follows: 16 

Barry Gutteridge, Chair 17 

 M.B.A. University of Toronto, Hon. B.A. Urban Studies, Architecture  18 

 Current Board of Director – Town of Cobourg Holdings Inc. 19 

 Former Commissioner of Works and Emergency Services of the Corporation of the City of Toronto. 20 

Department of 9300 employees with an annual operating budget of $1.5 billion and a capital 21 

budget of over $600 million.  22 

 Board of Management/Commissioner of City Works Services – City of Toronto 23 

 Director, Realty Services Division City Property Department – City of Toronto 24 

 Project Manager, Real Estate, Planning Division – Marshall Macklin Monaghan Ltd.  25 

 Director, Portfolio Management Branch, Realty Group – Ministry of Government Services 26 

Stanley M. Stewart 27 

 Hon. B.A. Business Admin, Wilfred Laurier, ICD.D 28 

 Former Director, Globalive Wireless Management Corporation 29 

 Member, Independent Review Committee, Heritage Education Fund 30 

 Former Director, Phenomenome Discoveries Inc.  31 

 Former Chair and Director, Induran Ventures Inc.  32 

 Former Chair of the Board, Director and Trustee, Amtelecom Income Fund 33 

 President, CEO and Director, Amtelecom Group 34 
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 Former Exec VP and Chief Credit Officer, Schedule A Bank 1 

 Former Exec VP and COO, Canadian Trust Company 2 

 Senior VP Corporate Development, Federally chartered insurance company 3 

Gil Broncanier 4 

 Mayor, Corporation of the Town of Cobourg 5 

 Current Chair of the Board – Town of Cobourg Holdings Inc.  6 

 Former Manufacturing Manager – General Foods/Kraft Canada. Responsible for annual operating 7 

budgets of $44 million 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 
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Ex.1/Tab 8/Sch.3 – Board Mandate 1 

 2 

Lakefront Utilities, through its parent company, Town of Cobourg Holdings Inc., is governed by a 3 

Shareholders Agreement (the “Agreement”) among Lakefront Utilities and Town of Cobourg Holdings Inc. 4 

The agreement provides for the following, among other matters: 5 

 Composition of the Board of Directors; 6 

 Qualifications of Board Members; 7 

 Term of Directors; 8 

 Meeting frequency; 9 

 Quorum; 10 

 Identification of the Board Committees; and 11 

 Other matters related to corporate governance 12 

The Agreement requires that LUI’s Board of Directors “manage or supervise the management of the 13 

business and affairs of the Corporation”. 14 

The Agreement provides that the Board of Directors consists of individuals with a cross-section of skills and 15 

experience. Board members are recruited based on assessments of their sound judgement and integrity 16 

and a set of qualifications that may include: 17 

1. Financial expertise – experience regarding significant commercial transactions, marketing, product 18 

development, corporate mergers and acquisitions; 19 

 20 

2. Awareness of public policy issues related to the Corporation or a Subsidiary as applicable; 21 

 22 

3. Regulated industry knowledge, including, but not limited to Ontario’s electricity sector, water 23 

industry and/or telecommunication services; 24 

 25 

4. Network/infrastructure industry experience; and 26 

 27 

5. Knowledge and experience with risk management strategy. 28 

 29 

 30 

 31 

 32 

 33 
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Ex.1/Tab 8/Sch.4 – Board Meetings 1 

 2 

The Board of Directors has 5 (five) regularly scheduled meetings each year; meetings of committees of the 3 

Board are scheduled prior to the Board meeting, if applicable. In addition, ad-hoc Board meetings may be 4 

held to discuss pertinent issues arising outside of the normal meeting cycle, as necessary. The 2015 5 

schedule of the Lakefront Utilities Board of Directors and Board Committees is provided as follows: 6 

Table 1.12: 2015 Board Meeting Schedule 7 

 8 

Overall attendance of the LUI board members has been exemplary, at minimum, each Director has 9 

attended 100% of the meetings in 2015. 10 

Date Directors Present Description

February 12, 2015 3 President's Report;         

CDM Report;                                                                                                                                                                                                                                                                                                                                                                                                                                                                              

Approval of Q4 2014 Balance Sheet and Income Statement;                                                                                                                                                                                                                                                                                                                                                                                                                

Approval of 2014 Allowance for Doubtful Accounts;                                                                                                                                                                                                                                                                                                                                                                                                                    

Key Performance Indicator Review;

Operations Report;

Human Resources Report;

Business of the Organization

April 16, 2015 3 President's Report;

CDM Report;

Customer Service Report;

Approval 2014 Audited Financial Statements;

2015 IRM Synopsis;

Operations Report;

Human Resources Report;

June 15, 2015 3 President's Report;

CDM Report;

Customer Service Report;

Approval of Q1 2015 Balance Sheet and Income Statement;

Key Performance Indicator Review;

Q1 2015 Capital Summary;

Q1 2015 Accounts Receivable Write-Off;

Operations Report;

Human Resources Report;

September 10, 2015 3 President's Report;

EmPower Hour Report;

Customer Service Report;

Approval of Q2 2015 Balance Sheet and Income Statement;

Key Performance Indicator Review;

Q2 2015 Capital Summary;

Q2 2015 Accounts Receivable Write-Off;

OEB 2014 Yearbook Analysis; 

Regulatory Report and Information Items;

Operations Report;

Human Resources Report;

November 12, 2015 3 President's Report;

CDM Report;

Customer Service Report;

Approval of Q3 2015 Balance Sheet and Income Statement;

Key Performance Indicator Review;

Q3 2015 Capital Summary;

Q3 2015 Accounts Receivable Write-Off;

2014 Scorecard Analysis;

Draft 2016 OM&A and Capital Budgets;

Regulatory Report and Information Items;

Operations Report;

Human Resources Report;
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LUI’s 2016 board schedule is provided as follows: 1 

Table 1.13: 2016 Board Meeting Schedule 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

Date Directors Present Description

February 4, 2016 3 President's Report;

CDM Report;

Approval of Q4 2015 Balance Sheet and Income Statement;

Key Performance Indicator Review;

Q4 2015 Capital Summary;

2015 Allowance for Doubtful Account Approval;

Approval of 2016 OM&A and Capital Budgets;

Regulatory Report and Information Items;

Operations Report;

Human Resources Report;

April 13, 2016 3 President's Report;

CDM Report;

Approval 2015 Audited Financial Statements;

Revised/updated 2016 OM&A Budget;

Allowance for Doubtful Accounts - Bad Debt Write Off;

Dividend Discussion;

2016 IRM Synopsis;

Operations Report;

Solar MicroFit Project;

Human Resources Report;

2016 Primary Objectives and Core Activities;

Regulatory Report and Information Items - DSP Review and 

Exhibit #1 Review;

June 9, 2016

September 1, 2016

November 9, 2016
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Ex.1/Tab 8/Sch.5 – Orientation and Continuing Education 1 

 2 

New directors attend an orientation session scheduled with the Corporate Secretary and receive a briefing 3 

and written materials on Lakefront Utilities, its governance, its activities and their responsibilities. The 4 

following table provides the orientation materials for directors, by major topic. 5 

Table 1.14: Orientation Materials 6 

 7 

Furthermore, new Board members are provided with copies of the minutes of the Board meetings for the 8 

previous year.  9 

 10 

Topic Related Material

By-law No. 1

Board of Directors and Committee 

Mandates, and the Role of the Chair

Corporate Governance

Code of Conduct and Conflict of Interest

Directors and Officers Insurance

Indemnity Agreement

Dividend Policy

Shareholder Agreement

Beliefs, Vision, and Mission

Audited Financial Statements and MD&A

Current Sustainability-Based Annual Report

Whistleblower Policy

Sustainability Policy

Environmental Policy

Privacy Policy

Public Safety Policy

Health and Safety Policies

Ontario Energy Board Act, 1998

Electricity Act, 1998

Information on Proposed and Pending 

Legislation

Distribution System Code

Affiliate Relationship Code

Standard Supply Service Code

Retail Settlement Code

Board Mandate and Corporate 

Governance

Lakefront Utilities' Corporate 

Information and Policies

Legislation

OEB Requirements
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Continuing Education 1 

Human Resources is responsible for periodically reviewing the adequacy of the director orientation and 2 

continuing education programs. Management prepares presentations throughout the year to provide the 3 

Board of Directors with more detailed information and education on specific topics; such presentations are 4 

generally provided at regularly scheduled Board of Directors meetings.  5 

Board members have the opportunity to attend industry conferences and are regularly invited and 6 

encouraged to attend various breakfast or luncheon events organized by such associations as the EDA, 7 

which feature industry leaders as speakers. Management also provides relevant electricity distribution rate 8 

application decisions and briefings on OEB policy papers to the Board of Directors as these are released. 9 

Board members also receive news releases or clippings of relevant industry news items.  10 

In 2016, LUI Chair Barry Gutteridge attended the EDA Director’s Summit.  11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 
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Ex.1/Tab 8/Sch.6 – Ethical Business Conduct/Conflict of Interest 1 

 2 

Lakefront Utilities’ Board of Directors has adopted the same Code of Conduct that pertains to all Lakefront 3 

Utilities employees. Directors of the Board and Officers of the company are required to review the Code of 4 

Conduct annually and to complete a Conflict of Interest Declaration each year.  5 

Potential conflicts of interest are declared and assessed at the outset of all Board meetings.  6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 
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Ex.1/Tab 8/Sch.7 – Nomination of Directors 1 

 2 

In order to assist in identifying candidates for the LUI Board’s most recent vacancy, an advertisement was 3 

published in the local newspaper and interest in the position was solicited from the public. Applications are 4 

reviewed by the Holdco Board Nominating Committee. Interviews are conducted and final selections are 5 

recommended to the Holdco Board for consideration. The Nominating Committee has a developed process 6 

to identify and evaluate candidates in order to recommend a slate of qualified candidates to the Board.  7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 
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Ex.1/Tab 8/Sch.8 – Board Committees 1 

 2 

The Board of Directors has two Board Committee as follows: 3 

Audit and Finance Committee – This committee is responsible for the review of Lakefront Utilities’ financial 4 

results and annual audit, risk management and internal control; and the information systems activities. Two 5 

members of this committee are independent, and all members of this committee are required to be 6 

financially literate.  7 

Nomination Committee – This committee is responsible for identifying candidates for any vacancies, 8 

reviewing applications, conducting interviews, and making a recommendation to the Holdco Board of 9 

Directors for appointment to the LUI Board.  10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 
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 1 

Letters of Comment 2 

 3 

Ex.1/Tab 9/Sch.1 – Letter of Comment 4 

 5 

Lakefront Utilities will respond to any matters that are raised in letters of comment filed with the Board 6 

during the course of this proceeding and file those responses as additional evidence.  7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 
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 1 

 2 

Scorecard Performance Evaluation 3 

 4 

Ex.1/Tab 10/Sch.1 – Scorecard Performance Evaluation 5 

 6 

On March 15, 2014, the Board issued its report on “Performance Measurement for Electricity Distributors: A 7 

Scorecard Approach”. The report sets out the Board’s policies on the measures that will be used by the 8 

Board to assess a distributor’s effectiveness and improvement in achieving customer focus, operational 9 

effectiveness, public policy responsiveness, and financial performance to the benefit of existing and future 10 

customers. Under this approach, a distributor is also expected to demonstrate continuous improvement in 11 

its understanding of the needs and expectations of its customers and its delivery of services.  12 

With the above in mind, LUI would like to provide an overview of this utility in terms of the Renewed 13 

Regulatory Framework RRFE and the Distributor Scorecard. Since the scorecard has been developed to 14 

measure the outcomes of the RRFE on an ongoing basis the following outlines how the outcomes of the 15 

RRFE have been reflected in the preparation of this application. LUI continues to improve in its 16 

understanding of the needs and expectations of its customers and its delivery of services.  17 

LUI is measured on four main categories: 18 

Customer Focus  19 

 20 

2011 2012 2013 2014 2015 Target

Customer Focus

Service Quality

New Residential/Small Business 

Services Connected On Time 100.00% 100.00% 100.00% 93.90% 100.00% 90.00%

Scheduled Appointments Met On 

Time 100.00% 100.00% 100.00% 100.00% 100.00% 90.00%

Telephone Calls Answered on 

Time 100.00% 100.00% 100.00% 96.60% 92.16% 65.00%

Customer Satisfaction

First Contact Resolution 99.58% 99.95%

Billing Accuracy 99.98% 100.00% 98.00%

Customer Satisfaction Survey 

Results A A

Particulars
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Over the past five years LUI has exceeded all of these measures including new services connected on 1 

time, scheduled appointments met, and telephone calls answered within 30 seconds. LUI attributes this 2 

success to its open door policy to its customers. Employees answer the telephone themselves with no 3 

automated phone system, and make personal arrangements for appointments. Customers are generally 4 

helped immediately with questions or issues at the first point of contact, whether by phone or in person.  5 

LUI received 13,427 incoming calls in 2015.  The DSC requires calls to be answered within 30 seconds 6 

when a customer calls into the customer care line. The Ontario Energy Board has a target for utilities to 7 

achieve at least a 65% answering time within 30 seconds from qualifying incoming calls.  LUI exceeded this 8 

expectation by performing at 92.16%.  9 

 10 

The Ontario Energy Board issued a new measure to see how successful utilities are at resolving customer 11 

requests from the first point of contact with the utility, starting July 1, 2014.  Since this was a new 12 

implementation, utilities were given the opportunity to independently strategize how they could measure 13 

their first contact resolution. LUI performed the task of measuring this requirement by logging all calls, 14 

letters, and emails received, and then tracking if the inquiry was successfully answered at the first point of 15 

contact.  A series of logged calls have been created to assist the customer service representatives to 16 

accurately choose the logged call pertaining to the inquiry received. A specific order has been created to 17 

track any calls, letters, or emails that were not resolved at the first point of contact. If the log was not 18 

successfully completed at first contact a second request is logged.  In 2014, LUI performed at 99.58% with 19 

logging only four requests needing secondary attempts to resolve. In 2015, LUI performed at 99.95%, 20 

logging only two requests needing secondary attempts to resolve.  21 

 22 

Similar to the First Contact Resolution measure, Billing Accuracy is a relatively new measure being 23 

governed by the Ontario Energy Board (OEB) which began in 2014.  It is a crucial part of LUI’s business to 24 

ensure the accuracy of customer bills.  LUI performs due diligence by testing the consumption levels in 25 

correlation to the amount expensed to its customers.  The utility also performs analysis of meter reading 26 

data and correcting errors that may arise, before it is allocated to the customer’s bill.  From October 2014 to 27 

year end (period of prescribing measurement by the Ontario Energy Board), LUI issued 17,153 bills with 28 

only three being inaccurate and requiring revision.  LUI performed at 99.98% which is above the OEB’s 29 

standard of 98%. In 2015, LUI issued 84,649 bills with only three bills being inaccurate. LUI performed at 30 

100% (rounded from 99.9965%), above the OEB standard of 98%. 31 

 32 

LUI’s Customer Satisfaction Survey is a new measure introduced for 2014 and is still a work in progress.  33 

The Ontario Energy Board (OEB) is working diligently on defining this measure in more detail over the next 34 

few years after analyzing how utilities perform using their own approach.  Utilities are required to report on 35 

this measure every second year. LUI performed a customer satisfaction survey in 2013. Based on the 36 

survey results, LUI received a grade of A. For 2015, LUI engaged their customers by requesting they 37 

complete a questionnaire consisting of 25 questions using an online tool called Survey Monkey. This 38 

ensured that the cost of performing the survey would be minimal to the customer. The questions were 39 
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formatted in a multiple choice format touching on the areas of service reliability, billing and payment 1 

options, customer service, online services, communication, and overall performance.  Customers were 2 

invited to participate in the survey in person, online through a link accessible on the utility’s website, and 3 

advertised on LUI’s Twitter and Facebook.  Overall, 82% of respondents valued their electricity service 4 

between good to excellent. LUI is planning on continuing their relationship with Innovative Research for 5 

customer engagement, including the 2017 survey. 6 

 7 

Operational Effectiveness 8 

 9 

   10 

LUI has remained in compliance with Ontario Regulation 22/04 and has had no general public safety 11 

incidents in its history. Reliability which measures the average number of hours and number of times that 12 

power to a customer is interrupted varies from year to year. In 2015, LUI’s reliability indices decreased 13 

below the provincial average, primarily due to LUI’s high degree of success in its maintenance and 14 

vegetative management program.  15 

LUI is remitting its Distribution System Plan with this application and is committed to following the plan.  16 

The Ontario Energy Board, along with consultants from the Pacific Economics Group LLC (“PEG”), 17 

prepared a report in order to evaluate all LDCs efficiencies. These efficiencies are based on each utility’s 18 

actual cost compared to the average levels predicted by a study conducted by PEG. Based on the 19 

2011 2012 2013 2014 2015 Target

Operational Effectiveness

Safety

Level of Public awareness 79.00%

Level of Compliance with Ontario 

Regulation 22/04 NI NI C C C C

Serious Electrical Incident Index - Number 

of General Public Incidents 0 0 0 0 0 0

Serious Electrical Incident Index - Rate 

per 10, 100, 1000 km of line 0.00 0.00 0.00 0.00 0.00 0.00

System Reliability

Average Number of Hours that Power to a 

Customer is Interrupted 1.94 0.50 2.48 1.06 0.69 .50 - 2.95

Average Number of Times that Power to a 

Customer is Interrupted 1.51 1.00 1.24 0.34 0.49 1.00 - 1.55

Asset Management

Distribution System Plan Implementation 

Progress In-progress Completed

Cost Control

Efficiency Assessment 2 2 2 2

Total Cost per Customer 427 430 465 451 445

Total Cost per Km of Line 36,999 36,506 39,825 23,584 23,455

Particulars
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efficiency levels achieved, each utility is grouped in their ranking with the most efficient being assigned to 1 

Group 1 and the least efficient to Group 5. LUI followed the approach used by Milton Hydro and updated 2 

the PEG report with LUI’s 2015 data. Based on the updated report, LUI has a total cost per customer of 3 

$445, a decrease of $6 (or 1.33%) from 2014. In addition, total cost per Km of line decreased by $129 (or 4 

.55%) from 2014. Based on the above, LUI’s efficiency assessment remains in Group/Cohort 2.  5 

Public Policy Responsiveness 6 

 7 

 8 

The Ontario Energy Board introduced a mandatory function of Conservation and Demand Management 9 

(CDM) for electric utilities.  Targets had to be achieved for each utility to contribute to the province’s total 10 

savings of 1,330 MW of peak demand by 2014.  To reach this goal, the Ontario Power Authority (now the 11 

IESO) initiated programs for the utilities to participate in for the purpose of reducing electricity consumption 12 

and demand.  These programs are intended for all rate classes from residential to commercial and 13 

industrial electricity customers. 14 

 15 

LUI achieved 40.20% (1.1 MW) of its Net Annual Peak Demand (kW) Savings target of 2.77 MW at the end 16 

of 2014.  This was possible by attaining a Roving Energy Manager who assisted in developing energy plans 17 

and energy efficiency opportunities.   18 

 19 

LUI achieved 76.88% (10.4 GWh) of its four-year Net Cumulative Energy (kWh’s) Savings target of 13.59 20 

GWh.  LUI is prepared for the new CDM framework along with new targets to be measured starting in 2015 21 

and the forwarding five years.  LUI’s approach will be to maximize energy savings while ensuring 22 

administrative costs required to support the achievement do not exceed the approved budgets.         23 

 24 

LUI’s 2015 data is based on preliminary results and has not been verified by the OPA. Based on the below 25 

Participation and Cost Report from the IESO, LUI is consistent with other LDCs in meeting their 2015-2020 26 

allocated energy savings target.  27 

 28 

 29 

2011 2012 2013 2014 2015 Target

Public Policy Responsiveness

Conservation and Demand Management

Net Annual Peak Demand Savings 

(Percent of target achieved) 8.22% 16.97% 29.16% 40.20%

Net Cumulative Energy Savings (Percent 

of target achieved) 39.83% 55.22% 66.62% 76.88%

Connection of Renewable Generation

Renewable Generation Connection 

Impact Assessments Completed On Time

New Micro-embedded Generation 

Facilities Connected On Time 100.00% N/A 100.00% 100.00%

Particulars
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 1 

 2 

 3 

Financial Ratios 4 

 5 

The current ratio is a test to see if a company is capable of paying its short-term debts and financial 6 

obligations.  A ratio under 1 indicates the company’s current liabilities are greater than its current assets 7 

possibly causing them the inability to meet their short-term obligations.  On the other hand, a greater than 1 8 

ratio shows the company has a good standing with meeting its creditors’ demand.  Although it depends 9 

from industry to industry an adequate current ratio falls between 1.5 and 3. 10 

 11 

In 2015, LUI’s current ratio improved by 0.22 from 2014. The increase in current ratio is due to a decrease 12 

in accounts payable as the 2014 balance included a significant amount related to capital projects completed 13 

before December 31, 2014. LUI continues to monitor the current ratio and reports the figure at its quarterly 14 

Board meetings. 15 

 16 

The total debt to equity ratio is a measure of financial leverage used to finance a company’s assets.  This 17 

leverage is evaluated from the proportion between the shareholder’s equity and debt.  Ideally, the Ontario 18 

Energy Board structured the capital mix at a 60/40 (or 1.5) ratio.  A ratio of more than 1.5 means the 19 
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% of Energy Savings Target Achieved

Other LDCs Lakefront Utilities Inc. Province:

2011 2012 2013 2014 2015 Target

Financial Performance

Financial Ratios

Liquidity: Current Ratio (Current Assets/Current 

Liabilities) 3.37 2.53 2.74 1.68 1.90

Leverage: Total Debt (includes short-term and long-

term debt to Equity Ratio 1.33 1.19 1.17 1.18 1.15

Profitability: Regulatory Return on Equity: Deemed 8.57% 9.12% 9.12% 9.12% 9.12%

Profitability: Regulatory Return on Equity: Achieved 8.64% 11.40% 9.20% 6.50% 7.50%

Particulars
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company may be highly leveraged with financing and possibly unable to generate adequate cash flow to 1 

pay its debt. LUI’s debt-to-equity ratio of 1.15 has decreased from 2014 and is the result of a decrease in 2 

debt due to principal repayments and an increase in net income.     3 

 4 

In 2012, a rate application was submitted by LUI to the Ontario Energy Board where a deemed rate of 5 

9.12% was approved.  The OEB permits an electricity distributor to earn within +/- 3% of the expected 6 

9.12% return of equity.  When a distributor performs outside of this earning threshold, a regulatory audit of 7 

the distributor’s financials could be initiated by the OEB.  LUI achieved a return of equity of 7.5% in 2015, 8 

which is within the 6.12% to 12.12% range allowed by the Ontario Energy Board.  The consistency with 9 

meeting the required return allowance has been evident since 2011.  LUI makes every effort to comply with 10 

its profitability levels by regularly managing its financial position with a cost reduction approach as opposed 11 

to revenue generation. In addition, the ROE is monitored and reported to the LUI Board of Directors on a 12 

quarterly basis.   13 

 14 

LUI’s management team has had discussions with its major shareholder, the Town of Cobourg, regarding 15 

future dividend payments. The Town of Cobourg accepted management’s proposal regarding postponing 16 

future dividend payments to the Town of Cobourg for the purpose of re-investing the money into LUI’s 17 

distribution system.  18 

 19 

 20 
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 31 

 32 
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