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Overview of Cost Trends 1 

 2 

Ex.4/Tab 1/Sch.1 – Overview of Operating Expenses 3 

 4 

Operations, Maintenance and Administrative (“OM&A”) costs in this application represent Lakefront Utilities 5 

Inc.’s (“LUI”) integrated set of asset maintenance and customer activity needs to meet public and employee 6 

safety objectives, to comply with the Distribution System Code (“DSC”), environmental requirements and 7 

Government direction, and to maintain distribution business service quality and reliability at targeted 8 

performance levels. These costs represent the reasonably incurred cost to provide services to customers 9 

connected to LUI’s distribution system, and to meet the service levels stipulated in the Standard Supply 10 

Service Code and the Retailer Settlement Codes.  11 

Administration costs for LUI and for Regulatory issues take up a large amount of staff and management 12 

time and are a direct cost borne by LUI as set out in the service agreement.  13 

OM&A expenses included in the calculation of a utility’s revenue requirement are those determined to be 14 

reasonable in amount and necessary for and related to the provision of utility service or in some way 15 

benefit customers. OM&A expenses consist of; the required expenditures necessary to maintain and 16 

operate LUI’s distribution system assets; the costs associated with metering, billing, collecting from its 17 

customers; the costs associated with ensuring all stakeholders safety; and costs to maintain the distribution 18 

business service quality and reliability.  19 

As required in the Affiliate Relationship Code (“ARC”), LUI has one third of its Board of Directors as an 20 

independent director. 21 

An inflation rate of 1.95% for 2016 and 2017 was used where the expense increase could not be 22 

specifically identified. The inflation rate is consistent with the OEB-approved parameter for inflation.  23 

As shown in Table 4.0 below, LUI’s decrease in OM&A spending from its 2012 Cost of Service (“COS”) to 24 

the 2017 Test Year amounts to $144,931 or 5.64% less over the last 6 years. 25 

Table 4.0: 2017 vs. 2012 Board Approved 26 

 27 

Reporting Basis

2012 Board 

Approved 2017

Variance from 

Board Approved

Operations 724,871 525,404 (199,467)

Maintenance 322,942 195,787 (127,156)

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

Community Relations 6,824 20,219 13,395

Administrative and General (including LEAP) 1,102,146 1,116,514 14,368

Total OM&A Expenses 2,569,170 2,424,239 (144,931)

Percent Change -5.64%
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The following is an explanation of the significant fluctuations: 1 

 The majority of the decrease in operations can be attributed to a decrease in Operation 2 

Supervision and Engineering (account 5005) of $194,467 as a result of the retirement of the 3 

Manager of Electric Distribution.  4 

 5 

There was also a decrease in Overhead Distribution Lines and Feeders (accounts 5020 and 5025) 6 

of $118,252. Although an overall decrease, primarily driven by retirements and an increase in 7 

capital work, the balance was also increased to account for a portion of the wages related to a new 8 

lineman.  9 

 10 

The above decrease have been offset by an increase in Distribution Station Equipment (accounts 11 

5016 and 5017) of $27,224 as a result of annual maintenance associated with weed control, an 12 

infrared survey, station maintenance, station transformer oil tests and station inspections. 13 

Furthermore, there is an increase in Underground Distribution Lines and Feeders (account 5040 14 

and 5045) of $76,585 related to the costs associated with outsourcing locates.  15 

 16 

 The decrease in maintenance costs is the result of a decrease in Maintenance of Meters (account 17 

5175) of $127,156. The decrease in meter maintenance is partially the result of a retirement and 18 

also the result of an allocation of metering costs to account 5310 (meter reading expense) in Billing 19 

and Collecting. The decrease was partially offset by inflationary increases in payments to ERTH for 20 

metering costs. Furthermore, there was a decrease in Maintenance of Poles, Towers, and Fixtures 21 

(account 5120) of $34,444 and Maintenance of Overhead Conductors and Devices (account 5125) 22 

of $8,243 as a result of the increased capital work.  23 

 24 

The above decreases have been offset by an increase in Maintenance of Overhead Services 25 

(account 5130) and Overhead Distribution Lines and Feeders – Right of Way (account 5135) of 26 

$120,753. The increase is a result of an increase in maintenance associated with system 27 

inspections, load break switch maintenance and tree trimming.  28 

  29 

 The increase in Billing and Collecting of $153,929 is the result of an increase in Meter Reading 30 

Expenses (account 5310) of $245,034. This increase is a result of a reallocation of meter reading 31 

expenses from Maintenance of Meters (account 5175) to Meter Reading Expenses (account 5310). 32 

The expenses consist of payments to Savage Data Systems Ltd, Utilismart Corporation, and 33 

Sensus (metering data services provider). 34 

 35 

The above increase was offset by a decrease in Customer Billing and Collecting (account 5315 36 

and 5320) of $45,663 as a result of the retirement of two Customer Service Representatives. 37 

Furthermore, there was a decrease of $102,821 related to Miscellaneous Customer Accounts 38 
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Expenses (account 5340). The decrease is the result of a decrease in expenses associated with 1 

our billing application service provider, ERTH and Ecaliber.  2 

 3 

 Community relations consists of expenses related to various customer engagement activities such 4 

as scholarships, customer information sessions, preparation of an annual report, and 5 

promotion/advertising.  6 

 7 

The variance used to determine the OM&A accounts requiring analysis as described  by the Filing 8 

Requirements issued July 16, 2015 is $50,000 for a distributor with revenue less than or equal to $10 9 

million. LUI will provide analysis for all variances greater than $50,000 for OM&A.  10 

OEB Appendix 2-JA below shows a summary of Lakefront Utilities Inc. Operations, Maintenance and 11 

Administrative (“OM&A”) costs as required by the OEB’s filing guidelines.  12 

Appendix 2-JA: Summary of Recoverable OM&A Expenses 13 

 14 

As detailed in Appendix 2-JA, LUI’s Operations and Maintenance expenses have decreased from the 2012 15 

Board Approved amounts. Although the expenses decreased, LUI’s reliability statistics (SAIDI and SAIFI) 16 

have also decreased from 2012 and remain well below the industry average.  17 

Furthermore, as detailed below, the decrease in Operations and Maintenance is the result of numerous 18 

retirements.  19 

 20 

 21 

 22 

Last Rebasing Year 

(2012 Board-Approved)

Last Rebasing 

Year (2012 

Actuals)

2013 2014 2015 2016 2017

Reporting Basis MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS

Operations $724,871 $553,856 $658,284 $596,391 $508,337 $510,101 $525,404

Maintenance $322,942 $135,286 $239,277 $219,341 $175,003 $190,084 $195,787

SubTotal $1,047,813 $689,143 $897,562 $815,732 $683,340 $700,185 $721,191

%Change (year over year) 30.2% -9.1% -16.2% 2.5% 3.0%

%Change (Test Year vs 

Last Rebasing Year - Actual)
-31.2%

Billing and Collecting $412,387 $597,740 $574,811 $618,225 $531,136 $549,821 $566,316

Community Relations $6,824 $12,330 $12,931 $11,089 $12,773 $19,630 $20,219

Administrative and General+LEAP $1,102,146 $996,623 $1,104,834 $1,056,532 $1,043,672 $1,132,287 $1,116,514

SubTotal $1,521,357 $1,606,693 $1,692,576 $1,685,846 $1,587,580 $1,701,738 $1,703,048

%Change (year over year) 5.3% -0.4% -5.8% 7.2% 0.1%

%Change (Test Year vs 

Last Rebasing Year - Actual)
6.0%

Total $2,569,170 $2,295,835 $2,590,137 $2,501,578 $2,270,920 $2,401,923 $2,424,239

%Change (year over year) 12.8% -3.4% -9.2% 5.8% 0.9%
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Employee Flowchart 1 

 2 

 3 

Position 2012 2013 2014 2015 2016 2017

President

VP of Operations

IT Manager

Manager of Electric Distribution

Manager of Electric Distribution

Electric Distribution Supervisor

Journeyman Lineman

Journeyman Lineman

Journeyman Lineman

Journeyman Lineman

Journeyman Lineman

Journeyman Lineman

Journeyman Lineman

Journeyman Lineman

Distribution Technician

Distribution Technician

Distribution Technician

Distribution Technician

Director of HR/Executive Assistant

HR Generalist

Safety and Training Coordinator

Customer Service Supervisor

Customer Service Representative

Customer Service Representative

Customer Service Representative

Customer Service Representative

Customer Service Representative

CDM/Key Account Representative

Director of Regulatory and Finance

Senior Financial Analyst

Finance Supervisor

Finance Assistant

Finance Assistant

Regulatory and Financial Analyst

Regulatory and Financial Analyst

Field Services Rep/Stores

Current Employee

Hired

Resigned

Retired

Terminated

N/A
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Summary of Cost Driver Tables 1 

 2 

Ex.4/Tab 2/Sch.1 – Cost Driver Tables 3 

 4 

In accordance with the OEB’s minimum filing requirements, OEB Appendix 2-JB below outlines the key 5 

drivers of OM&A costs over the 2012 to 2017 period. The following pages are the explanations of year over 6 

year cost drivers. LUI will provide analysis for all variances greater than $50,000. 7 

Operations and Maintenance expenses include all costs relating to the operation and maintenance of the 8 

LUI distribution system which are necessary in order to keep the distribution system in a state of good 9 

repair. The work typically involves inspection, testing, cleaning, and verification activities. This includes both 10 

direct labour costs and non-capital material spending to support both scheduled and reactive maintenance 11 

events.   12 

LUI strives to provide safe, reliable service while minimizing the life cycle costs of assets by doing 13 

predictive and preventative work. Maintenance work also helps to identify those areas that require capital 14 

investments. LUI is then able to adjust its capital spending priorities to address these matters.  15 

LUI places a high priority on the upkeep and replacement of its aging infrastructure. Asset management 16 

leads to increases in operational costs. Distribution equipment that was placed in-service 40 years ago, in 17 

many cases, has reached its normal useful life. Therefore LUI is faced with the ongoing replacement of this 18 

aging infrastructure that originated in those early years when growth accelerated. Customer expectations 19 

for reliability have increased over time and as new technology is added to the system it can only perform on 20 

a solid base of well-maintained distribution infrastructure. Thus, investment in replacement equipment 21 

along with its associated operational costs has become a continuous reality for LUI as it commits to 22 

satisfying the essential community needs. 23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 

  31 

 32 
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OEB Appendix 2-JB – Recoverable OM&A Cost Driver Table 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

OM&A
Last Rebasing 

Year (2012 Actuals)
2013 Actuals 2014 Actuals 2015 Actuals 2016 Bridge Year 2017 Test Year

Reporting Basis MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS

Opening Balance 2,569,170$             2,295,835$             2,590,137$             2,501,577$             2,270,920$             2,401,922$             

Operation and supervision wages ($113,193) ($29,625)

Overhead conductor labour as a result of increased capital ($82,539) ($91,816)

Overhead distribution labour - less capital work $79,341

Overhead materials and supplies ($12,855)

Tree trimming ($20,895) $14,459 ($4,489)

Transformer maintenance $12,607

Distribution station maintenance ($16,156) ($10,211)

Technical services technician not hired until 2015 ($52,313)

Billing expenses ($27,642)

Meter reading $212,943 ($49,637)

Meter maintenance ($117,038) ($15,186) ($28,034)

Outside services ($102,316)

Underground locates, including third party costs $67,129

Overhead maintenance - less capital work $55,931

IT services $95,015 ($55,725)

Office supplies ($12,567)

New manager of electric distribution - succession planning $61,041

Retirment of previous electric distribution manager ($90,748)

Third party service provide - accounting software assistance ($29,595)

Bad debts $107,044

Retirement of distribution technicians ($44,338)

Retirement of customer service staff ($87,089)

Overhead disribution lines and feeders - ROW $60,928 $14,421

Regulatory costs $21,702

Community relations $6,857 $589

Outside service - IT audit, IFRS conversion $84,639

Customer service - new staff hire $16,205

Miscellaneous remaining balance $29,658 ($1,457) $8,380 $24,041 ($13,499) ($8,898)

Closing Balance 2,295,835$             2,590,137$             2,501,577$             2,270,920$             2,401,922$             2,424,239$             
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Ex.4/Tab 2/Sch.2 – OM&A Variance Analysis 1 

 2 

Table 4.1 shows the year over year variances of OM&A expenses from the 2012 Board Approved to the 3 

2017 Test Year. A variance analysis of expenses exceeding materiality threshold of $50,000 follows the 4 

table.  5 

Table 4.1: Summary of Recoverable OM&A Expenses 6 

 7 

 8 

Table 4.2: 2012 Actual vs. 2012 Board Approved 9 

 10 

2012 Board Approved vs. 2012 Actual 11 

The total OM&A expenses in 2012 are $273,335 or 10.64% less than the 2012 Board Approved amount.  12 

The main reason for the variances are: 13 

1) A decease in operations of $171,014 is mainly attributable to a decrease of $113,193 as a result of 14 

the delay in hiring a replacement for the Manager of Electric Distribution. In the 2012 Cost of 15 

Last Rebasing Year 

(2012 Board-Approved)

Last Rebasing 

Year (2012 

Actuals)

2013 2014 2015 2016 2017

Reporting Basis MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS

Operations $724,871 $553,856 $658,284 $596,391 $508,337 $510,101 $525,404

Maintenance $322,942 $135,286 $239,277 $219,341 $175,003 $190,084 $195,787

SubTotal $1,047,813 $689,143 $897,562 $815,732 $683,340 $700,185 $721,191

%Change (year over year) 30.2% -9.1% -16.2% 2.5% 3.0%

%Change (Test Year vs 

Last Rebasing Year - Actual)
-31.2%

Billing and Collecting $412,387 $597,740 $574,811 $618,225 $531,136 $549,821 $566,316

Community Relations $6,824 $12,330 $12,931 $11,089 $12,773 $19,630 $20,219

Administrative and General+LEAP $1,102,146 $996,623 $1,104,834 $1,056,532 $1,043,672 $1,132,287 $1,116,514

SubTotal $1,521,357 $1,606,693 $1,692,576 $1,685,846 $1,587,580 $1,701,738 $1,703,048

%Change (year over year) 5.3% -0.4% -5.8% 7.2% 0.1%

%Change (Test Year vs 

Last Rebasing Year - Actual)
6.0%

Total $2,569,170 $2,295,835 $2,590,137 $2,501,578 $2,270,920 $2,401,923 $2,424,239

%Change (year over year) 12.8% -3.4% -9.2% 5.8% 0.9%

Reporting Basis

2012 Board 

Approved 2012

Variance from 

Board Approved

Operations 724,871 553,856 (171,014)

Maintenance 322,942 135,286 (187,656)

Billing and Collecting 412,387 597,740 185,353

Community Relations 6,824 12,330 5,506

Administrative and General (including LEAP) 1,102,146 996,623 (105,523)

Total OM&A Expenses 2,569,170 2,295,835 (273,335)

Percent Change -10.64%
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Service, LUI applied for increase in costs to manage succession planning and the addition of 1 

another Manager of Electric Distribution, related to attrition issues.  2 

 3 

Operation expenses also decreased as a result of a decrease of $82,538 associated with the 4 

allocation of labour to capital work on overhead conductors and devices (account 1835).  5 

 6 

2) A decrease in maintenance costs of $187,656, is the result of a decrease of $52,313 in 7 

maintenance wages. LUI planned on hiring a technical service technician, however, the technician 8 

was not hired until 2015, and at that time, the technician’s costs were allocated to various capital 9 

jobs and projects that are identifiable and directly associated to existing APH accounts.  10 

 11 

Additional decrease is the result of meter maintenance costs of $117,038. The Board Approved 12 

amount was to be recorded in account 5175. Lakefront recorded the majority of the meter 13 

maintenance costs in account 5310, which is grouped with Billing and Collecting.  14 

 15 

Remaining decrease is related to decrease of $41,787 in poles, towers and fixtures maintenance 16 

and $20,892 increase related to tree trimming maintenance.  17 

 18 

3) Increase in Billing and Collecting of $185,353 is the result of increase in meter reading expenses of 19 

$212,943. As discussed above, the majority of Board Approved meter reading costs were 20 

approved for account 5175, however, LUI recorded the expenses in 5310.  21 

 22 

Increase associated with meter reading expenses was offset by decrease of $27,642 in customer 23 

billing expenses.  24 

 25 

4) Decrease in administration and general expenses of $105,523 is primarily the result of a decrease 26 

in outside services of $102,316. LUI had planned for significant expenses associated with the IFRS 27 

transition in 2012, which was later deferred until 2016. 28 

 29 

 30 

 31 

 32 

 33 

 34 

 35 

 36 

 37 

 38 
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Table 4.3: 2013 Actual vs. 2012 Actual 1 

 2 

2013 Actual vs. 2012 Actual 3 

The total OM&A expenses in 2013 are $294,302 or 12.82% greater than the 2012 actual amount.  The 4 

main reason for the variances are: 5 

1) An increase in operations expenses of $104,428, attributable to an increase of $79,341 in 6 

overhead distribution labour as a result of a decrease in capital work. As detailed in Exhibit #2, LUI 7 

spent $889,568 in capital work ($28,363 net of amortization), a significant decrease from LUI’s 8 

average capital of $1,612,834 between 2012 and 2015. 9 

 10 

Furthermore, LUI had an increase in account 5040 – locates of $67,129. Increases were offset by 11 

slight decreases in distribution station maintenance ($16,156) and transformer maintenance 12 

($11,681).  13 

 14 

2) Increase in maintenance of $103,991 is due to an increase of $55,931 in overhead maintenance, 15 

as a result of a decrease in capital work and increases in tree trimming ($14,459) and transformer 16 

maintenance ($24,288).  17 

 18 

3) Administration and general increased by $108,211 as a result of an increase of $95,015 in IT costs. 19 

LUI terminated a full time staff employment in 2013 that was dedicated to IT and hired a 20 

subcontractor. As a result, IT expenses in 2013 include a portion of IT staff wages and 21 

subcontractor fees.  22 

 23 

 24 

 25 

 26 

 27 

Reporting Basis 2012 2013 Variance

Operations 553,856 658,284 104,428

Maintenance 135,286 239,277 103,991

Billing and Collecting 597,740 574,811 (22,929)

Community Relations 12,330 12,931 601

Administrative and General (including LEAP) 996,623 1,104,834 108,211

Total OM&A Expenses 2,295,835 2,590,137 294,302

Percent Change 12.82%
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Table 4.4: 2014 Actual vs. 2013 Actual 1 

 2 

2014 Actual vs. 2013 Actual 3 

The total OM&A expenses in 2014 are $88,560 or 3.42% less than the 2013 amount.  The main reason for 4 

the variances are: 5 

1) Overall decrease in operations of $61,894 is the net of an increase in operation supervision and 6 

engineering (account 5005) of $64,041 as LUI hired a Manager of Electric Distribution as approved 7 

in the 2012 Cost of Service, to assist with succession planning and the retirement of the previous 8 

Distribution Manager.  9 

 10 

Furthermore, there was a decrease in overhead distribution (account 5020) of $91,816 as a result 11 

of an increase in capital work. There was also slight decreases in various supplies ($12,855) and 12 

labour related to distribution stations ($10,211).  13 

 14 

2) Increase in billing and collecting of $43,414 is due to an increase of $107,044 in bad debts as a 15 

result of an increase in customers paying late (which caused an increase in allowance for doubtful 16 

accounts at year end) and the fact that LUI had previously not been consistent with writing off bad 17 

debts.  18 

 19 

The increase in bad debts was offset by decrease in meter reading costs of $49,637.  20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 

 31 

Reporting Basis 2013 2014 Variance

Operations 658,284 596,391 (61,894)

Maintenance 239,277 219,341 (19,936)

Billing and Collecting 574,811 618,225 43,414

Community Relations 12,931 11,089 (1,841)

Administrative and General (including LEAP) 1,104,834 1,056,532 (48,302)

Total OM&A Expenses 2,590,137 2,501,578 (88,560)

Percent Change -3.42%
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Table 4.5: 2015 Actual vs. 2014 Actual 1 

 2 

2015 Actual vs. 2014 Actual 3 

The total OM&A expenses in 2015 are $230,658 or 9.22% less than the 2014 amount.  The main reason for 4 

the variances are: 5 

1) Decrease in operations expenses of $88,053 is the result of a decrease in operation supervision 6 

and engineering (account 5005) of $90,748 as a result of the retirement of the Manager of Electric 7 

Distribution.  8 

 9 

2) Maintenance expenses decreased by $44,338 as a result of a decreases in overhead maintenance 10 

($2,990) and underground maintenance ($1,499) as a result of increased capital work. As detailed 11 

in Exhibit #2, LUI’s capital work in 2015 was $1,780,581 compared to $1,430,104 in 2014. 12 

 13 

Furthermore, there was a decrease in meter maintenance of $28,034, primarily the result of the 14 

retirement of two distribution technicians.  15 

 16 

3) Decrease in billing and collecting expenses of $87,089 is a result of the retirement of two Customer 17 

Service Representatives and a decrease in bad debts of $107,044 as 2014 bad debts were 18 

irregularly high.   19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

Reporting Basis 2014 2015 Variance

Operations 596,391 508,337 (88,053)

Maintenance 219,341 175,003 (44,338)

Billing and Collecting 618,225 531,136 (87,089)

Community Relations 11,089 12,773 1,684

Administrative and General (including LEAP) 1,056,532 1,043,672 (12,861)

Total OM&A Expenses 2,501,578 2,270,920 (230,658)

Percent Change -9.22%
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Table 4.6: 2016 Bridge Year vs. 2015 Actual 1 

 2 

2016 Bridge Year vs. 2015 Actual 3 

The total OM&A expenses in the 2016 Bridge Year are $131,003 or 5.77% greater than the 2015 amount.  4 

The main reason for the variances are: 5 

1) Maintenance expenses increased by $15,081 from 2015. The increase is primarily the result of an 6 

increase in Maintenance of Overhead Services and Overhead Distribution Lines and Feeders – 7 

Right of Way (accounts 5130 and 5135) of $60,928 and the result of expense related to system 8 

inspections, tree trimming, and load break switch maintenance.  9 

 10 

2) Billing and Collecting expenses increased slightly by $18,685 from 2015 as a result of decrease in 11 

customer billing (account 5315) of $26,708 and customer collecting (account 5320) of $12,075 due 12 

to the retirement of two Customer Service Representatives (“CSR”) in 2015. The decreases were 13 

offset by the replacement of one CSR and inflationary increases in meter reading expenses 14 

(account 5310) and miscellaneous customer accounts expenses (account 5340).  15 

 16 

3) Community Relations expenses increased by $6,857 as a result of $1,750 related to the 17 

preparation of an annual report, $1,200 related to customer information sessions and the balance 18 

for other events.  19 

 20 

4) Administrative and General expenses have increased by $88,615 from 2015. The increase is a 21 

result of an increase in Outside Services Employed (account 5630) of $67,110 as a result of 22 

$30,000 budgeted for an IT audit and an increase of $15,000 budget for costs associated with 23 

transitioning to IFRS.  24 

 25 

Furthermore, there is an increase of $21,702 in regulatory costs as a result of the costs associated 26 

with the 2017 Cost of Service, which have been amortized over a five year period. The remaining 27 

increase is the result of inflationary increase on wages. 28 

 29 

 30 

 31 

Reporting Basis 2015 2016 Variance

Operations 508,337 510,101 1,764

Maintenance 175,003 190,084 15,081

Billing and Collecting 531,136 549,821 18,685

Community Relations 12,773 19,630 6,857

Administrative and General (including LEAP) 1,043,672 1,132,287 88,615

Total OM&A Expenses 2,270,920 2,401,923 131,003

Percent Change 5.77%
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Table 4.7: 2017 Test Year vs. 2016 Bridge Year 1 

 2 

 3 

2017 Test Year vs 2016 Bridge Year  4 

Between the 2017 Test year to the 2016 Bridge Year there are no significant material variances.  5 

There is no effect on LUI’s OM&A expenses due to changes in capitalization as burdens have not been 6 

capitalized by LUI. Therefore, Appendix 2-D is not applicable.  7 

OEB Appendix 2-L Recoverable OM&A Cost per Customer and per FTE, outlines the cost per customer per 8 

full time employee. This information is provided for the 2012 to 2017 period, in accordance with the OEB’s 9 

minimum filing requirements, discussions of cost per customer follows the Appendix. 10 

OEB Appendix 2-L: Recoverable OM&A Cost per Customer and per FTE 11 

 12 

As shown in the OEB appendix above, the OM&A cost per customer in the Test Year has decreased by 13 

approximately $18 per customer since the 2012 Board Approved costs. According to the 2014 Yearbook of 14 

Electricity Distributors released July 31, 2015, LUI’s 2014 OM&A cost per customer is well below the 15 

provincial average of $339. 16 

 17 

 18 

 19 

 20 

Reporting Basis 2016 2017 Variance

Operations 510,101 525,404 15,303

Maintenance 190,084 195,787 5,703

Billing and Collecting 549,821 566,316 16,495

Community Relations 19,630 20,219 589

Administrative and General (including LEAP) 1,132,287 1,116,514 (15,773)

Total OM&A Expenses 2,401,923 2,424,239 22,316

Percent Change 0.93%

Last Rebasing Year - 

2012 - Board Approved

Last Rebasing Year - 

2012 - Actual 2013 Actuals 2014 Actual 2015 Actuals 2016 Bridge Year 2017 Test Year

Reporting Basis CGAAP CGAAP CGAAP MIFRS MIFRS MIFRS MIFRS

Number of Customers 12,767 12,681 12,837 12,749 12,936 13,086 13,239

Total Recoverable OM&A from Appendix 2-JB 2,569,170 2,295,835 2,590,137 2,501,578 2,270,920 2,401,923 2,424,239

OM&A cost per customer 201.24 181.05 201.77 196.22 175.56 183.55 183.11

Number of FTEs 22.20 20.22 19.75 20.82 16.83 18.50 18.50

Customers/FTEs 575.09 627.13 649.97 612.34 768.60 707.36 715.62

OM&A Cost per FTE 115,728 113,543 131,146 120,153 134,933 129,834 131,040
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Program Delivery Costs with Variance Analysis 1 

 2 

Ex.4/Tab 3/Sch.1 – Program Description 3 

 4 

The following section describes programs which Lakefront Utilities Inc. is adopting. The categorization of 5 

USoA account/functions has been based on the RRFE categories: Customer Focus, Operational 6 

Effectiveness and Public & Regulatory Responsiveness. 7 

Program Overview 8 

LUI aims to meet or exceed the system maintenance and inspection requirements of the DSC in 9 

order to minimize subsequent repair and/or replacement costs. Section 4.4.1, of the DSC states: 10 

“A distributor shall maintain its distribution system in accordance with good utility practice and 11 

performance standards to ensure reliability and quality of electricity service, on both a short-term 12 

and long-term basis.” 13 

The following OM&A programs are consistent with good utility practices.  14 

Customer Focus 15 

 Community Relations 16 

 Billing, Collecting, Customer Service 17 

 Bad Debts and Collections 18 

Operational Effectiveness 19 

 Meter Maintenance and Readings 20 

 Overhead Maintenance 21 

 Underground Maintenance 22 

 Engineering 23 

 Distribution Station Maintenance 24 

 Transformer Maintenance 25 

 Vegetation Management 26 

 Building Maintenance 27 

 Administration and Financial 28 

Public and Regulatory Responsiveness 29 

 Insurance 30 

 Regulatory Compliance 31 

 Professional fees and dues 32 
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 Office supplies and telecommunications 1 

Each program is discussed further below. 2 

CUSTOMER FOCUS 3 

Community Relations 4 

The organizational effectiveness and communications programs involves developing and maintaining 5 

effective employee, customer and shareholder relations. It also involves organizational development, and 6 

reaching out to customers in many forms, such as social media and online communication.  7 

Billing, Collecting & Customer Service 8 

LUI’s billing staff are responsible for all billing activities supporting all customers in LUI’s service territory. 9 

This includes monthly billing that results in Lakefront Utilities Inc. issuing over 100,000 bills annually in 10 

addition to approximately 2,000 final bills for customers moving within or outside of Lakefront’s service 11 

territory. The billing department is responsible for managing Electronic Business Transactions (“EBT”) and 12 

retailer settlement functions for just over 500 retailer accounts; account adjustments; processing of meter 13 

change (e.g. re-verification); and other various account related field service orders, and mailing services. In 14 

2015 LUI produced over 84,000 bills with a billing accuracy of 100%. 15 

LUI offers customers a number of billing and payment options including an electronic bill, pre-authorized 16 

payments, equal payment plan, and credit card payments. In addition, customers can view their usage and 17 

manage their consumption using an online application.  18 

Collection activity is not exclusive to overdue accounts; it also includes the adoption and continued 19 

application of the Customer Service Amendments consistent with the OEB’s DSC. The department is also 20 

responsible for the activation and reconciliation of the equal payment program and processing payments.  21 

LUI endeavours to maintain an early collections process to minimize the number of accounts that near the 22 

disconnection stage. Active accounts are collected through phone calls, notices, and hand delivered letters.  23 

The Customer Service staff are responsible for handling day to day customer inquiries in regards to their 24 

accounts and fielding numerous other questions as they relate to Government and Regulatory policy, 25 

conservation and demand management, pricing and consumption inquiries. In addition to this function, 26 

CSR’s are also responsible for processing of payments dropped off at our office, going to the post office 27 

and processing those payments, responding to emails, and numerous other administrative tasks.  28 

As the number of electricity end users in our service area increases and changes occur within Ontario’s 29 

electricity market, LUI’s call and correspondence volumes will continue to increase.  30 

 31 

 32 
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Bad Debt and Collections 1 

Unfortunately bad debt costs are the nature of any business. However, due to the stringent requirements 2 

for the treatment of low income customers, more focus is needed by the customer service staff to assist this 3 

group of customers. Overdue final accounts are assigned to a collection agency after being approved at the 4 

quarterly board meetings. LUI is now experiencing an increase in its bad debt expense that is attributed to 5 

an overall decline in the economy, increased rates and in 2014 a colder winter that increased consumption 6 

for electric heating customers.  7 

OPERATIONAL EFFECTIVENESS 8 

Meter Maintenance and Reading 9 

This department is responsible for the installation, testing, and commissioning of new metering and for the 10 

ongoing operations of existing metering, both simple and complex metering installations. Testing of 11 

complex metering installations ensures the accuracy of the installation (e.g. to verify that the appropriate 12 

meter multipliers are applied through the billing process). Metering will also investigate potential stopped 13 

meters, diversion and/or theft of power which may give rise to unsafe conditions or cause other customers 14 

to be inappropriately held financially responsible for overall costs. The metering group benefits customers 15 

in two ways:  16 

1. The ongoing accurate operation of meters provides real time operating data to SCADA and 17 

other systems that supports Systems Operations. 18 

 19 

2. Ensuring that bills are computed correctly, therefore ensuring that customers are fairly charged 20 

for the services provided. 21 

Overhead and Underground Maintenance 22 

LUI’s strategy is to provide safe, reliable service at an appropriate level of quality and price throughout the 23 

license service area. LUI’s maintenance strategy is an important part of its overall strategy of minimizing 24 

the life cycle costs of assets by minimizing reactive and emergency-type work, through planned 25 

maintenance programs (including predictive and preventative actions). These strategies are implemented 26 

through work practices that promote a good experience for the customer with regard to safety, security of 27 

supply, reliable continuity of service, the timely restoration of service and the minimization of undesirable 28 

service conditions. LUI’s customers receive high quality services and customers see that the system is in a 29 

state of good repair, that crews are engaged in inspection, testing, cleaning, and verification activities. 30 

Increasingly, however, LUI’s assets and services are less visible – underground conductors encased in 31 

conduits, Smart Meters that do not need to be read manually and, system monitoring (e.g. for voltage sag, 32 

line balancing, to ensure backup can be realized) via electronic devices that communicate wirelessly and 33 

provide real time analysis that has less of an impact on customers.  34 
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LUI’s underground and overhead maintenance expenses include all costs relating to the operation and 1 

maintenance of LUI’s distribution system. This includes both direct labour costs and non-capital material 2 

spending to support both scheduled and reactive maintenance events. In addition, costs are allocated from 3 

support departments to cover the costs of burdens. LUIs existing overhead plant is for the most part over 4 

40 years old and will require increased maintenance costs until it can be replaced as part of the capital 5 

asset plan.  6 

Engineering 7 

LUI provides Offers to Connect requests from developers for the design and installation of distribution plant 8 

for projects that require expansion to LUI’s system. LUI must also maintain the collection, analysis and 9 

allocation of materials, and labour for the overall system planning coordination and management of the 10 

distribution system design, through construction activities to enhance, modify and renew the distribution 11 

system.  12 

LUI monitors its distribution station transformers and feeders through a Supervisory Control and Data 13 

Acquisition (SCADA) system. Real-time breaker status, voltage and current readings from the seven 14 

stations are on display in the engineering office. The SCADA system can also coordinate field work to 15 

establish and preserve work protection and safe conditions for the crews doing work on the system.  16 

Distribution Station Maintenance and Transformer Maintenance 17 

LUI owns and operates seven distribution station transformers, with five in Cobourg and two in Colborne. 18 

Beginning in 2012, LUI invested in a SCADA system at its seven stations and LUI utilizes the services of 19 

Utilismart to provide remote meter readings to some of its stations. This assists in more accurate and timely 20 

station and feeder loading models. Additionally, LUI implemented GIS to assist in mapping assets, and 21 

improving data input for increased system optimization.  22 

LUI maintenance consists of completing visual inspections as per the OEB’s DSC requirements of its plant 23 

and performs predictive testing on certain assets where such testing is available, and replaces assets 24 

based on inspection and testing results as warranted. 25 

Vegetation Management (Tree Trimming) 26 

Tree trimming is a critical element of the overall maintenance program that brings measureable results to 27 

the utility. LUI’s service territory is heavily treed and there is the potential for unplanned outages that are 28 

caused by tree contact; therefore regular vegetation management is required. LUI’s regular vegetation 29 

management is based on a regular cyclical geographical based schedule as well as input from routine 30 

inspections. Vegetation is managed to ensure there is adequate clearance between the line and any trees 31 

or other vegetation that could interfere with the operation of the power system.  32 

To manage the tree trimming activities requirement for LUI, an outside contractor is used.  33 

 34 
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Building Maintenance 1 

Building maintenance expenditures are required for the repair maintenance and upkeep of LUI’s 2 

administration building and garage facility. LUI’s administrative building is over 85 years old and classified 3 

as a heritage building in Cobourg. Regular maintenance is conducive to its safe, ergonomically suitable 4 

upkeep. 5 

Administration and Financial 6 

The program includes administrative/financial costs incurred annually as part of the utility’s business 7 

operations. These costs also include general accounting, policy development and human resources. This 8 

program covers preparation of statutory, management and financial report; accounts payable and general 9 

accounting; treasury functions, including borrowing and cash management; financial risk management; 10 

accounting systems and internal control processes; preparation of consolidated budgets and forecasts; and 11 

tax compliance.  12 

PUBLIC AND REGULATORY COMPLIANCE 13 

Insurance 14 

This program includes costs for executive insurance, liability insurance and property insurance required to 15 

protect LUI in its daily operations.  16 

Regulatory Compliance 17 

These program costs are related to LUI’s commitment to comply with Ontario’s evolving energy market, 18 

changing government policy and evolving regulatory framework. The increased complexity in the regulatory 19 

environment, such as RRFE, Distribution System Plan, all can increase spending. LUI constantly searches 20 

ways to minimize costs and improve efficiencies through collaboration, whether it is with CHEC or 21 

neighboring utilities - purchasing groups, we are always seeking economies of scale and scope 22 

opportunities.  23 

Professional Fees and Dues 24 

The program includes costs such as auditor, outside consultants and legal costs incurred annually as part 25 

of the utility’s business operations. The program covers preparation of audited financial statements, legal 26 

costs for preparation of documents or advice for LUI’s tax filing.  27 

Office Supplies and Telecommunications 28 

This program includes the monthly costs of phone service, fibre services, postage, bill print paper, etc. The 29 

expense also includes the costs of an after-hours service to ensure that operations respond to emergencies 30 

in a timely manner. 31 
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Ex.4/Tab 3/Sch.2 – Program Variance Analysis 1 

 2 

Appendix 2-JC shows LUI’s OM&A programs and Table 4.8 shows the year over year variances of OM&A 3 

programs for 2012 Board Approved to the 2017 Test Year. A variance analysis of expenses exceeding the 4 

materiality threshold follows the table.  5 

OEB Appendix 2-JC: OM&A Programs Table 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

Programs

Last Rebasing Year (2012 

Board-Approved)

Last Rebasing Year 

(2012 Actuals) 2013 Actuals 2014 Actuals 2015 Actuals 2016 Bridge Year 2017 Test Year

Variance (Test Year 

vs. 2015 Actuals)

Variance (Test Year vs 

Last Rebasing Year - 

2012 Board Approved)

Reporting Basis CGAAP CGAAP CGAAP MIFRS MIFRS MIFRS MIFRS MIFRS CGAAP

Customer Focus

     Community Relations $11,824 $17,330 $18,331 $16,390 $18,074 $24,931 $26,069 $7,995 $14,245

     Bil l ing, Collecting, & Customer Service $272,247 $226,672 $238,989 $269,073 $215,759 $252,023 $259,584 $43,825 ($12,664)

     Bad Debts and Collections $125,968 $75,933 $114,330 $177,296 $54,964 $46,143 $47,527 ($7,437) ($78,441)

Sub-Total $410,040 $319,934 $371,649 $462,759 $288,797 $323,097 $333,180 $44,383 ($76,860)

Operational Effectiveness

     Meter Maintenance & Readings $200,113 $362,653 $304,014 $239,192 $299,715 $292,744 $301,526 $1,812 $101,414

     Overhead Maintenance $404,724 $243,798 $370,714 $279,123 $288,009 $319,989 $329,589 $41,579 ($75,135)

     Underground Maintenance $44,645 $48,443 $125,622 $125,491 $137,460 $144,497 $148,832 $11,372 $104,187

     Engineering $309,923 $162,528 $121,462 $201,117 $99,345 $69,720 $71,812 ($27,534) ($238,111)

     Distribution Station Maintenance $35,133 $95,013 $98,332 $86,319 $63,805 $66,446 $68,439 $4,634 $33,306

     Transformer Maintenance $30,309 $47,681 $60,288 $34,723 $9,997 $11,619 $11,968 $1,971 ($18,341)

     Vegetation Maintenance $37,137 $24,162 $38,622 $21,623 $45,421 $46,825 $48,230 $2,809 $11,093

     Building Maintenance $69,546 $38,485 $54,655 $61,316 $55,770 $59,812 $61,606 $5,836 ($7,939)

     Administrative and Financial $608,037 $547,236 $655,255 $596,638 $630,501 $617,762 $635,652 $5,151 $27,615

Sub-Total $1,739,566 $1,569,999 $1,828,964 $1,645,541 $1,630,024 $1,629,414 $1,677,654 $47,630 ($61,913)

Public and Regulatory Responsiveness

     Insurance $75,084 $78,054 $77,687 $91,850 $62,136 $62,941 $64,829 $2,693 ($10,255)

     Regulatory Compliance $85,364 $115,667 $40,476 $78,889 $39,238 $66,940 $63,299 $24,061 ($22,065)

     Professional Fees & Dues $167,289 $110,191 $172,662 $120,861 $157,587 $225,997 $188,937 $31,350 $21,648

     Office Supplies & Telecommunications $91,826 $101,991 $98,700 $101,677 $93,139 $93,534 $96,340 $3,201 $4,514

Sub-Total $419,563 $405,902 $389,525 $393,277 $352,100 $449,412 $413,405 $61,306 ($6,158)

Total OM&A $2,569,170 $2,295,835 $2,590,137 $2,501,578 $2,270,920 $2,401,923 $2,424,239 $153,319 ($144,931)
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Table 4.8: OM&A Program Variances 1 

 2 

Variance Analysis Programs Discussion (based on OEB Appendix 2-JC) 3 

In accordance with Chapter 2 Filing Requirements, LUI’s materiality threshold is $50,000 for a distributor 4 

with a distribution revenue requirement less than or equal to $10 million. 5 

Customer Focus – Bad Debts and Collections 6 

The 2017 Test Year balance of $47,527 is $78,441 less than the 2012 Board Approved amount of 7 

$125,968. The main reason for the variances are:  8 

1) LUI is expecting a slight increase in bad debts expense from $18,583 in the 2012 Board Approved 9 

to $26,080 in the 2017 Test Year, an increase of $7,497. The increase is consistent with the 10 

increased frequency in which overdue accounts are sent to collections.  11 

 12 

2) The increase in bad debts has been offset by a decrease in customer collecting (account 5320) by 13 

$88,778. The decrease is mainly the result of the retirement of two Customer Service 14 

Representatives and also the allocation of wages to customer billing (account 5315).   15 

 16 

 17 

Programs 2012 vs 2012 BA 2013 vs 2012 2014 vs 2013 2015 vs 2014 2016 vs 2015 2017 vs 2016

Reporting Basis CGAAP CGAAP CGAAP/MIFRS MIFRS MIFRS MIFRS

Customer Focus

     Community Relations $5,505 $1,001 ($1,940) $1,684 $6,857 $1,138

     Bil l ing, Collecting, & Customer Service ($45,576) $12,317 $30,084 ($53,315) $36,264 $7,561

     Bad Debts and Collections ($50,036) $38,397 $62,966 ($122,332) ($8,821) $1,384

Sub-Total ($90,106) $51,715 $91,110 ($173,963) $34,301 $10,083

Operational Effectiveness

     Meter Maintenance & Readings $162,540 ($58,638) ($64,823) $60,523 ($6,971) $8,782

     Overhead Maintenance ($160,926) $126,916 ($91,591) $8,886 $31,980 $9,600

     Underground Maintenance $3,799 $77,178 ($131) $11,970 $7,037 $4,335

     Engineering ($147,394) ($41,066) $79,655 ($101,772) ($29,625) $2,092

     Distribution Station Maintenance $59,879 $3,319 ($12,014) ($22,513) $2,641 $1,993

     Transformer Maintenance $17,372 $12,607 ($25,565) ($24,726) $1,622 $349

     Vegetation Maintenance ($12,975) $14,459 ($16,999) $23,798 $1,404 $1,405

     Building Maintenance ($31,060) $16,170 $6,661 ($5,546) $4,042 $1,794

     Administrative and Financial ($60,802) $108,019 ($58,616) $33,863 ($12,739) $17,891

Sub-Total ($169,567) $258,965 ($183,422) ($15,517) ($610) $48,240

Public and Regulatory Responsiveness

     Insurance $2,970 ($367) $14,163 ($29,714) $805 $1,888

     Regulatory Compliance $30,302 ($75,191) $38,413 ($39,651) $27,702 ($3,641)

     Professional Fees & Dues ($57,098) $62,471 ($51,801) $36,726 $68,410 ($37,060)

     Office Supplies & Telecommunications $10,165 ($3,290) $2,977 ($8,539) $395 $2,806

Sub-Total ($13,661) ($16,378) $3,752 ($41,177) $97,312 ($36,007)

Total ($273,334) $294,302 ($88,560) ($230,658) $131,003 $22,316
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Operational Effectiveness – Meter Maintenance and Readings 1 

The 2017 Test Year balance of $301,526 is $101,414 greater than the 2012 Board Approved amount of 2 

$200,113. The main reason for the variances are: 3 

1) Meter maintenance expenses mainly consist of payments to Savage Data Systems Ltd., Utilismart 4 

Corporation, and Sensus Canada. The total paid in 2015 was $145,661 and LUI has projected 5 

inflationary increases in 2016 and 2017.  6 

 7 

Also included in meter maintenance and readings are wages. Similar to above, LUI has projected 8 

an inflationary increase in 2016 and 2017.  9 

Operational Effectiveness – Overhead Maintenance 10 

The 2017 Test Year balance of $329,589 is $75,135 greater than the 2015 actual balance of $288,009. The 11 

reason for the variances are: 12 

1) Maintenance of Overhead Service (account 5130) is expected to increase by $52,490 in 2017. The 13 

increase is the result of planned annual maintenance associated with system inspections, infrared 14 

survey, and load break switch maintenance.  15 

 16 

Operational Effectiveness – Underground Maintenance 17 

The 2017 Test Year balance of $148,832 is $104,187 greater than the 2012 Board Approved amount of 18 

$44,645. The main reason for the variances are: 19 

1) Increase is mainly due to an increase of $85,581 in Underground Distribution Lines (account 5040 20 

and account 5045). Beginning in 2015, LUI outsourced locates to Promark Telecom and have 21 

budgeted $87,498 for the costs in 2017. 22 

 23 

In the 2012 Board Approved amount, these wages were recorded in account 5105 – Maintenance 24 

Supervision and Engineering and therefore the increase in Underground Maintenance is partially 25 

offset by the decrease in Engineering. 26 

 27 

2) The additional increase is the result of an increase in Maintenance of Underground Services 28 

(account 5155) of $27,603. The increase is mainly the result of the hiring of a new lineman and the 29 

CPI increase in wages. 30 

 31 

 32 

 33 

 34 

 35 
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Operational Effectiveness – Engineering 1 

The 2017 Test Year balance of $71,812 is $238,111 less than the 2012 Board Approved amount of 2 

$309,923. The main reasons for the variances are: 3 

1) The 2017 Operation Supervision and Engineering are expected to decrease by $194,990. The 4 

2012 Board Approved amount included costs associated with hiring a replacement for the Manager 5 

of Electric Distribution to assist with attrition planning. The replacement was hired in November 6 

2013 and therefore the expenses 2017 have decreased from the 2012 Board Approved amount.  7 

 8 

2) Included in the 2012 Board Approved amount was $52,313 associated with Maintenance 9 

Supervision and Engineering (account 5105). The costs primarily consisted of wages and these 10 

expenses were outsourced to Promark Telecom in 2015.  11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 
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Ex.4/Tab 3/Sch.3 – Employee Compensation 1 

 2 

LUI’s overall compensation philosophy for all employees is designed to be competitive and equitable in 3 

order to attract and retain qualified personnel in an industry that is facing an aging workforce and is very 4 

competitive for skilled resources. The compensation package includes a base wage and benefits package. 5 

LUI’s workforce is comprised of both unionized and non-unionized employees.  6 

Compensation – Union 7 

Compensation for unionized employees is negotiated through the collective bargaining process. When 8 

negotiated wage levels, consideration is given to the skill sets required to work within LUI’s distribution 9 

system, as well as the competitive wage levels of its geographic market. They are represented by the 10 

Canadian Union of Public Employees (CUPE) Local #25.  11 

LUI’s Collective Agreement with unionized staff provides for annual pay increases and employee set 12 

progressions. Labour rates and benefits are adjusted annually based on negotiated percentages as per the 13 

collective agreement. The current collective agreement commenced February 1, 2014 and will expire 14 

January 31, 2017. LUI negotiated annual wage increases for 2014 to 2017 are 1.75%, 1.75%, and 2.0% 15 

respectively.  16 

Compensation – Non-Union 17 

Annual pay increases for non-union employees are based on performance targets established each year 18 

on corporate, department and individual objectives.  In 2003 and 2012 the Hays system was used to 19 

evaluate non-union and management positions and this system of pay grids has been kept in place.  20 

Pension 21 

The employees of all LDCs are required to participate in the OMERS retirement plan. Therefore, the 22 

pension benefits provided to the employees of Lakefront Utilities Inc. are consistent with the pension 23 

benefits provided to employees of other LDCs.  24 

Benefits 25 

A comprehensive and competitive benefits package exists which includes health and dental insurance, life 26 

insurance, vacation and leave policies. The plans are designed to address the health and wellness needs 27 

of the employees.  28 

All benefit plans for each employee group are essentially the same. The unionized benefit plans, negotiated 29 

through collective bargaining, play a significant role in driving the plan design for the non-unionized 30 

employees, with many plan provisions remaining common across all employee groups.  31 

OEB Appendix 2-K presented at the next page details Lakefront Utilities Inc.’s employee compensation.  32 
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In accordance with Board policy which states that: “Where there are three, or fewer, full-time equivalents 1 

(FTEs) in any category, Lakefront Utilities Inc. may aggregate this category with the category to which it is 2 

most closely related. This higher level of aggregation may be continued, if required, to ensure that no 3 

category contains three, or fewer, FTEs”. LUI has separated out its Executive and Management employees 4 

in the FTEs but has lumped them in with the non-union employees for all other reporting in OEB Appendix 5 

2-K.   6 

OEB Appendix 2-K – Employee Compensation 7 

 8 

The 2012 Board Approved FTE for Management included wages for the President, Vice-President of 9 

Operations, Director of Finance and IT Manager. The actual 2012 FTE includes the aforementioned 10 

employees, as well as the Manager of Electric Distribution. The revision is a reallocation between 11 

Management and Non-Management and more accurately reflects LUI’s organizational chart and properly 12 

reflects the responsibilities and decision making within the organization.   13 

Staffing and Compensation 14 

The number of employees is based on the compensation of the number of full-time equivalent (FTE) 15 

positions throughout each of the fiscal years. A position that was added in a particular calendar year is 16 

counted as a portion of an FTE in the calendar year based on the start date of the position.  17 

The salaries and wage amounts includes all salaries and wages paid, inclusive of overtime, vacations, float 18 

holidays, sick leave, bereavement leave, union meetings and other miscellaneous paid leave. The benefit 19 

amounts include the employer’s portion of statutory benefits (CPP and EI), employer contributions to EHT, 20 

WSIB, OMERS, and LUI’s costs for providing extended health care, dental, long-term disability, life 21 

insurance.  22 

Employee Staffing Levels 23 

The number of employees has decreased by 3.70 FTE since LUI’s last Cost of Service application. The 24 

main reason for the variance is as follows: 25 

Last Rebasing Year - 

2012 - Board Approved

Last Rebasing Year - 

2012 - Actual 2013 Actuals 2014 Actuals 2015 Actuals 2016 Bridge Year 2017 Test Year

Number of Employees (FTEs including Part-Time)

Management (including executive) 3.25 3.70 3.65 4.05 2.77 2.46 2.46

Non-Management (union and non-union) 18.95 16.52 16.1 16.77 14.06 16.04 16.04

Total 22.20 20.22 19.75 20.82 16.83 18.50 18.50

Total Salary and Wages including overtime and incentive pay

Management (including executive)

Non-Management (union and non-union) $1,634,980 $1,477,389 $1,493,761 $1,574,865 $1,319,512 $1,321,235 $1,342,148

Total $1,634,980 $1,477,389 $1,493,761 $1,574,865 $1,319,512 $1,321,235 $1,342,148

Total Benefits (Current and Accrued)

Management (including executive) $0 $0

Non-Management (union and non-union) $277,953 $387,525 $384,663 $434,869 $378,503 378,997 384,996

Total $277,953 $387,525 $384,663 $434,869 $378,503 $378,997 $384,996

Total Compensation (Salary, Wages, & Benefits)

Management (including executive) $0 $0 $0 $0 $0 $0 $0

Non-Management (union and non-union) $1,912,933 $1,864,914 $1,878,424 $2,009,734 $1,698,015 $1,700,232 $1,727,144

Total $1,912,933 $1,864,914 $1,878,424 $2,009,734 $1,698,015 $1,700,232 $1,727,144
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1) A decrease from 20.22 in 2012 to 19.75 in 2013 or 0.47 as a result of: 1 

 2 

 A decrease due to the departure of the IT manager as the IT costs were outsourced, and 3 

the departure of two journeyman lineman.  4 

 5 

 The decreases were offset by the hiring of three new journeyman lineman and the hiring of 6 

the Manager of Electric Distribution, to assist with the transition and impending retirement 7 

of the current manager. There was also the departure of the senior financial analyst, 8 

however, this position was replaced during the year with the finance supervisor and the net 9 

effect was insignificant.  10 

 11 

2) An increase from 19.75 in 2013 to 20.82 in 2014 or 1.07 as a result of: 12 

 13 

 Hiring of an additional finance assistant to fill a gap in the finance department. 14 

 15 

 The remaining increase was the result of the remaining increases from the Manager of 16 

Electric Distribution and the two new journeyman lineman as they were hired mid/late 17 

2013.  18 

 19 

 The increases above were partially offset by a decrease as a result of the departure of the 20 

Director of Finance. 21 

  22 

3) A decrease in 2015 from 23.82 to 16.83 or 6.99 as a result of the retirement of: 23 

 Journeyman lineman 24 

 Manager of Electric Distribution 25 

 Technical Services Representative 26 

 Purchasing/Stock keeper 27 

 Customer Service Representative (2) 28 

 Director of Human Resources 29 

 Safety and Training Co-ordinator 30 

There was also an additional decrease with the departure of the financial/regulatory analyst in 31 

December 2014.  32 

The above decreases were offset by the replacement of the financial/regulatory analyst, and the 33 

hiring of an Electrical Distribution Technician and a CDM/Key Account Representative.  34 

4) An increase in 2016 from 16.83 to 18.50 or 1.67, as a result of the hiring of a journeyman lineman 35 

and the hiring of a customer service representative. 36 

 37 



Lakefront Utilities Inc. 
EB-2016-0089 

Exhibit 4 – Operating Expenses 
Page 29 of 232 

Filed: April 29, 2016 

Annual Wages 1 

A summary of annual wage increase is presented in Table 4.9.  2 

Table 4.9: Summary of Wage Increases by Year 3 

 4 

Benefit Program Costs 5 

A detailed summary of benefit program costs are presented in Table 4.10. 6 

Statutory deductions have decreased 4.54% between 2012 Actual and 2017 Test Year, as a result of wage 7 

decreases, offset by annual increases in statutory rates.  8 

Company benefits have increased 0.83% over the same time period mainly as a result of OMERS 9 

increases. Health and dental benefits have remained relatively stable with the increases mainly due to staff 10 

changing from single to family benefits.  11 

LUI’s latest Actuarial Report is found in Exhibit 4, Attachment B.  12 

Table 4.10: Benefit Expenses 13 

 14 

 15 

Year % Increase Cummulative Year % Increase Cummulative

February 1, 2012 3.00% 3.00% February 1, 2012 3.00% 3.00%

February 1, 2013 3.00% 6.00% February 1, 2013 3.00% 6.00%

February 1, 2014 1.75% 7.75% February 1, 2014 1.75% 7.75%

February 1, 2015 1.75% 9.50% February 1, 2015 1.75% 9.50%

February 1, 2016 2.00% 11.50% February 1, 2016 2.00% 11.50%

Union/Non-Union Management

Benefit 2012 Actual 2013 Actual 2014 Actual 2015 Actual 2016 Bridge 2017 Test

Statutory

CPP 45,367 47,883 49,084 41,564 41,628 42,289

EI 19,929 22,305 22,841 19,533 19,563 19,874

EHT 26,650 28,877 31,048 24,658 24,696 25,088

WSIB 12,745 15,531 16,766 12,470 12,489 12,688

Total Statutory 104,691 114,596 119,739 98,225 98,376 99,939

Company

OMERS 127,717 109,904 150,135 122,204 122,392 124,336

Health 124,733 130,877 139,516 126,936 127,131 129,151

Life Insurance 30,384 29,285 25,480 31,138 31,186 31,681

Total Company 282,834 270,066 315,131 280,278 280,710 285,168

Total Benefit Costs 387,525 384,662 434,870 378,503 379,086 385,107
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OMERS Pension Plan 1 

LUI’s employees are members of the Ontario Municipal Employees Retirement System (“OMERS”). 2 

OMERS is a multi-employer pension plan that most LDCs participate in, therefore the pension benefit 3 

provided to LUI’s employees is consistent with that of other LDCs. The plan is a contributory defined benefit 4 

pension plan which is financed by equal contributions from the employer and employee based on the 5 

employee’s contributory earnings. LUI’s pension premium information is detailed in Table 4.10 above.  6 

 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.4/Tab 3/Sch.4 – Shared Services of Corporate Cost Allocation 1 

 2 

LUI rents office space to Lakefront Utility Services Inc. (LUSI) and Cobourg Networks Inc. (CNI), LUI’s 3 

affiliate companies. The office space is a shared building space – LUSI’s office space is approximately 400 4 

square feet and CNI’s office space is approximately 30 square feet. CNI was merged with LUSI effective 5 

January 1st 2016. The rent excludes property taxes, and excludes utilities.  6 

Table 4.11: Shared Services 7 

 8 

 9 

 10 

 11 

Year: 2012

$ $

Lakefront Utilities Inc. Lakefront Utility Services Inc. Office Rental Cost Based 48,000 48,000

Lakefront Utilities Inc. Cobourg Networks Inc. Office Rental Cost Based 3,600 3,600

Lakefront Utility Services Inc. Lakefront Utilities Inc. Water and Sewer Billing Services Cost Based 30,000 30,000

Lakefront Utility Services Inc. Lakefront Utilities Inc. Customer Billing and Collecting Cost Based 218,856 218,856

Lakefront Utility Services Inc. Lakefront Utilities Inc. Community Relations Cost Based 12,330 12,330

Lakefront Utility Services Inc. Lakefront Utilities Inc. Management and Administrative Wages and Benefits Cost Based 482,738 482,738

Lakefront Utility Services Inc. Lakefront Utilities Inc. Office Supplies and Expenses Cost Based 98,200 98,200

Lakefront Utility Services Inc. Lakefront Utilities Inc. Outside Services Employed Cost Based 53,921 53,921

Lakefront Utility Services Inc. Lakefront Utilities Inc. Insurance Cost Based 78,054 78,054

Lakefront Utility Services Inc. Lakefront Utilities Inc. Maintenance of General Plant Cost Based 38,485 38,485

Shared Services

From To

Service Offered
Pricing 

Methodology

Name of Company Price for the 

Service

Cost for the 

Service

Year: 2013

$ $

Lakefront Utilities Inc. Lakefront Utility Services Inc. Office Rental Cost Based 48,000 48,000

Lakefront Utilities Inc. Cobourg Networks Inc. Office Rental Cost Based 3,600 3,600

Lakefront Utilities Inc. Lakefront Lighting Inc. Office Rental Cost Based 4,000 4,000

Lakefront Utility Services Inc. Lakefront Utilities Inc. Water and Sewer Billing Services Cost Based 27,500 27,500

Lakefront Utility Services Inc. Lakefront Utilities Inc. Customer Billing and Collecting Cost Based 287,238 287,238

Lakefront Utility Services Inc. Lakefront Utilities Inc. Community Relations Cost Based 12,931 12,931

Lakefront Utility Services Inc. Lakefront Utilities Inc. Management and Administrative Wages and Benefits Cost Based 571,152 571,152

Lakefront Utility Services Inc. Lakefront Utilities Inc. Office Supplies and Expenses Cost Based 96,436 96,436

Lakefront Utility Services Inc. Lakefront Utilities Inc. Outside Services Employed Cost Based 114,823 114,823

Lakefront Utility Services Inc. Lakefront Utilities Inc. Insurance Cost Based 77,687 77,687

Lakefront Utility Services Inc. Lakefront Utilities Inc. Maintenance of General Plant Cost Based 54,655 54,655

Shared Services

Name of Company

Service Offered
Pricing 

Methodology

Price for the 

Service

Cost for the 

Service

From To

Year: 2014

$ $

Lakefront Utilities Inc. Lakefront Utility Services Inc. Office Rental Cost Based 48,000 48,000

Lakefront Utilities Inc. Cobourg Networks Inc. Office Rental Cost Based 12,000 12,000

Lakefront Utilities Inc. Lakefront Lighting Inc. Office Rental Cost Based 4,800 4,800

Lakefront Utility Services Inc. Lakefront Utilities Inc. Water and Sewer Billing Services Cost Based 30,000 30,000

Lakefront Utility Services Inc. Lakefront Utilities Inc. Customer Billing and Collecting Cost Based 277,925 277,925

Lakefront Utility Services Inc. Lakefront Utilities Inc. Community Relations Cost Based 11,089 11,089

Lakefront Utility Services Inc. Lakefront Utilities Inc. Management and Administrative Wages and Benefits Cost Based 516,252 516,252

Lakefront Utility Services Inc. Lakefront Utilities Inc. Office Supplies and Expenses Cost Based 101,462 101,462

Lakefront Utility Services Inc. Lakefront Utilities Inc. Outside Services Employed Cost Based 61,589 61,589

Lakefront Utility Services Inc. Lakefront Utilities Inc. Insurance Cost Based 91,850 91,850

Lakefront Utility Services Inc. Lakefront Utilities Inc. Maintenance of General Plant Cost Based 61,316 61,316

Shared Services

Name of Company

Service Offered
Pricing 

Methodology

Price for the 

Service

Cost for the 

Service

From To
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 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

Year: 2015

$ $

Lakefront Utilities Inc. Lakefront Utility Services Inc. Office Rental Cost Based 48,720 48,720

Lakefront Utilities Inc. Cobourg Networks Inc. Office Rental Cost Based 12,210 12,210

Lakefront Utility Services Inc. Lakefront Utilities Inc. Water and Sewer Billing Services Cost Based 30,000 30,000

Lakefront Utility Services Inc. Lakefront Utilities Inc. Customer Billing and Collecting Cost Based 203,543 203,543

Lakefront Utility Services Inc. Lakefront Utilities Inc. Community Relations Cost Based 12,773 12,773

Lakefront Utility Services Inc. Lakefront Utilities Inc. Management and Administrative Wages and Benefits Cost Based 509,299 509,299

Lakefront Utility Services Inc. Lakefront Utilities Inc. Office Supplies and Expenses Cost Based 93,139 93,139

Lakefront Utility Services Inc. Lakefront Utilities Inc. Outside Services Employed Cost Based 92,587 92,587

Lakefront Utility Services Inc. Lakefront Utilities Inc. Insurance Cost Based 62,136 62,136

Lakefront Utility Services Inc. Lakefront Utilities Inc. Maintenance of General Plant Cost Based 55,770 55,770

Shared Services

Name of Company

Service Offered
Pricing 

Methodology

Price for the 

Service

Cost for the 

Service

From To

Year: 2016

$ $

Lakefront Utilities Inc. Lakefront Utility Services Inc. Office Rental Cost Based 62,758 62,758

Lakefront Utility Services Inc. Lakefront Utilities Inc. Water and Sewer Billing Services Cost Based 30,000 30,000

Lakefront Utility Services Inc. Lakefront Utilities Inc. Customer Billing and Collecting Cost Based 217,454 217,454

Lakefront Utility Services Inc. Lakefront Utilities Inc. Community Relations Cost Based 19,630 19,630

Lakefront Utility Services Inc. Lakefront Utilities Inc. Management and Administrative Wages and Benefits Cost Based 549,926 549,926

Lakefront Utility Services Inc. Lakefront Utilities Inc. Office Supplies and Expenses Cost Based 93,534 93,534

Lakefront Utility Services Inc. Lakefront Utilities Inc. Outside Services Employed Cost Based 159,697 159,697

Lakefront Utility Services Inc. Lakefront Utilities Inc. Insurance Cost Based 62,941 62,941

Lakefront Utility Services Inc. Lakefront Utilities Inc. Maintenance of General Plant Cost Based 59,812 59,812

Shared Services

Name of Company

Service Offered
Pricing 

Methodology

Price for the 

Service

Cost for the 

Service

From To

Year: 2017

$ $

Lakefront Utilities Inc. Lakefront Utility Services Inc. Office Rental Cost Based 64,641 64,641

Lakefront Utility Services Inc. Lakefront Utilities Inc. Water and Sewer Billing Services Cost Based 30,000 30,000

Lakefront Utility Services Inc. Lakefront Utilities Inc. Customer Billing and Collecting Cost Based 223,978 223,978

Lakefront Utility Services Inc. Lakefront Utilities Inc. Community Relations Cost Based 20,219 20,219

Lakefront Utility Services Inc. Lakefront Utilities Inc. Management and Administrative Wages and Benefits Cost Based 566,424 566,424

Lakefront Utility Services Inc. Lakefront Utilities Inc. Office Supplies and Expenses Cost Based 96,340 96,340

Lakefront Utility Services Inc. Lakefront Utilities Inc. Outside Services Employed Cost Based 120,648 120,648

Lakefront Utility Services Inc. Lakefront Utilities Inc. Insurance Cost Based 64,829 64,829

Lakefront Utility Services Inc. Lakefront Utilities Inc. Maintenance of General Plant Cost Based 61,606 61,606

Shared Services

Name of Company

Service Offered
Pricing 

Methodology

Price for the 

Service

Cost for the 

Service

From To
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Ex.4/Tab 3/Sch.5 – Variance Analysis of Corporate Cost Allocation 1 

 2 

2017 Test Year vs. 2012 Board Approved 3 

The total cost allocation in 2017 of $1,248,685 is $184,501 more than the 2012 Board Approved amount of 4 

$689,967.  The main reason for the variances are: 5 

1) An increase in office rental to LUSI of $13,041 as a result of annual inflationary increases.  6 

 7 

2) An increase in customer billing and collecting of $5,122. The increase is the net of a decrease as a 8 

result of retirements, an increase for one CSR replacement and inflationary increases in wages. 9 

 10 

3) An increase in community relations of $7,889 as a result of increased customer engagement, 11 

including costs of preparing an annual report.  12 

 13 

4) An increase of $83,686 in management and administrative wages and benefits. The total increase 14 

is primarily the result of inflationary increases in wages.  15 

 16 

5) A decrease in office supplies and expenses of $1,860. 17 

 18 

6) An increase in outside services employed of $66,727, primarily the result of an increase associated 19 

with an IT audit planned for 2016. 20 

 21 

7) Insurance decreased by $13,225. In the past, LUI had paid for accounts receivable insurance of 22 

approximately $22,000 for two large customers. As the customers have not had issues paying their 23 

bill in time and LUI was able to obtain financial statements to determine financial viability, it was 24 

decided to cancel the insurance.  25 

 26 

The decrease in insurance was offset by annual inflationary increases.  27 

 28 

8) An increase in maintenance of general plant of $23,121. The increase is a result of inflationary 29 

increases and increases consistent with the fact that LUI’s building is 85 years old and classified as 30 

heritage building in Cobourg.  31 

 32 

 33 

 34 

 35 

 36 
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Ex.4/Tab 3/Sch.6 – Reconciliation of Revenue 1 

 2 

LUI’s services provided to its affiliates outlined in OEB Appendix 2-N are reconciled as recorded in the 3 

USoA accounts in Table 4.12: Reconciliation of Revenues from Affiliates below. 4 

Table 4.12: Reconciliation of Revenue from Affiliates  5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

Item Source Account 2012 Actual 2013 Actual 2014 Actual 2015 Actual 2016 Bridge 2017 Test

Building Rent 4205 - Interdepartment Rent 51,600 55,600 64,800 60,930 62,758 64,641

Pole Rentals 4210 - Rent from Electric Property 67,144 48,429 65,093 76,692 78,993 81,363

Total 118,744 104,029 129,893 137,622 141,751 146,003
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Ex.4/Tab 3/Sch.7 – Purchases of Non-Affiliate Services 1 

 2 

LUI purchases equipment, materials, and services in a cost effective manner with full consideration given to 3 

price as well as product quality, the ability to deliver on time, reliability, compliance with engineering 4 

specifications and quality of service. Vendors are screened to ensure knowledge, reputation, and the 5 

capability to meet Lakefront Utilities Inc.’s needs. The procurement of goods and/or services for LUI is 6 

carried out with the highest ethical standards and consideration to the public nature of the expenditures.  7 

Purchase Authorization 8 

The Board of Directors approve all purchases over $150,000 after three quotes are obtained. The approval 9 

is either done during the budget process or if needed, outside the budget process at the quarterly Board 10 

meetings.  11 

Tendering 12 

When goods or services are tendered, a tender/request for proposal/request for quote will be issued to a 13 

minimum of three vendors, if availability permits.  14 

LUI’s 2015 vendor list over the materiality threshold of $50,000 is presented in Table 4.13: Products and 15 

Services from Non-Affiliates.  16 

Table 4.13: Products and Services from Non Affiliates 2015 17 

 18 

 19 

 20 

 21 

 22 

Supplier Name Service Product Procurement Method Document Amount

IESO Electricity Single Source 25,180,503

Hydro One Networks Inc. Distributor Single Source 3,714,146

Ontario Electricity Financial Corp Debt Retirement Regulated 1,730,626

Anixter Power Materials Quote/Tender 370,095

K.P.C. Power Electrical Ltd. Maintenance/Capital work Quote/Tender 152,906

MEARIE Group Insurance/training/life and LTD insurance Industry 80,388

ERTH Holdings Inc. Meter maintenance, billing system maintenance RFQ 108,442

Ascent Solutions Inc. Materials/Maintenance Quote/Tender 142,212

Survalent Technology Capital work Quote/Tender 138,891

Burman Energy Consultants Group CDM Services Quote/Tender 118,804

G&W Canada Capital work Quote/Tender 117,493

Posi-Plus Technologies Inc. Capital work Quote/Tender 113,678

Sensus Canada Meter reading Quote/Tender 98,370

Raven Engineering Maintenance/Capital work Quote/Tender 99,017

Promark Telecon Inc. Locates Quote/Tender 73,434
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Ex.4/Tab 3/Sch.8 – One-Time Costs 1 

 2 

The only noteworthy one-time cost relates to the preparation costs associated with the 2017 Cost of 3 

Service application which are amortized over a period of five years. Regulatory costs are discussed at the 4 

next section.  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.4/Tab 3/Sch.9 – Regulatory Costs 1 

 2 

OEB Appendix 2-M: Regulatory Costs below shows LUI’s regulatory costs for the 2012 Board Approved, 3 

2015 and for the 2016 Bridge and 2017 Test Year.  4 

The second part of the chart for OEB Appendix 2-M below details the breakout of the costs forecast to 5 

occur in order to prepare the 2017 application. The total cost of $118,150 is for consultant costs, legal fees, 6 

and costs of hiring a third party to do customer engagement. The costs will be amortized over a 5 year 7 

period in the amount of $23,630 per year.  8 

All regulatory costs listed below are tracked in account 5655 – Regulatory Expenses. LUI notes that it did 9 

not include any costs related to Settlement Conference and/or Oral Hearing. As an effort to keep OM&A 10 

costs to a minimum, and as noted at Exhibit 1, the utility wishes to proceed with the review of the 11 

application by way of written hearing. However, if the OEB requires the utility to go to settlement or oral 12 

hearing, the utility reserves the right to increase its Regulatory Costs accordingly.  13 

Appendix 2-M: Regulatory Costs 14 

 15 

 16 

 17 

Regulatory Cost Category
USoA 

Account

USoA 

Account 

Balance

Ongoing or 

One-time 

Cost? 2

Last Rebasing 

Year (2012 

Board 

Approved)

Most Current 

Actuals               

Year 2015

2016 Bridge 

Year

Annual % 

Change

2017 Test 

Year

Annual % 

Change

(A) (B) (C ) (D) (E) (F) (G) (H) = [(G)-(F)]/(F) (I) (J) = [(I)-(G)]/(G)

1 OEB Annual Assessment 5655 On-Going 34,633$          28,540$          28,800$          0.91% 29,664$        3.00%

2 OEB Section 30 Costs (Applicant-originated) 5655 On-Going 1,412$            1,570$            1,200$            -23.56% 1,236$          3.00%

3 OEB Section 30 Costs (OEB-initiated) 5655 On-Going

4 Expert Witness costs for regulatory matters 5655

5 Legal costs for regulatory matters 5655 One-Time 18,055$          

6 Consultants' costs for regulatory matters 5655 One-Time 35,382$          3,290$            3,000$            -8.80% 3,300$          10.00%

7 Operating expenses associated with staff 

resources allocated to regulatory matters

5655 On-Going 3,752$            5,839$            10,310$          76.58% 5,469$          -46.95%

8 Operating expenses associated with other 

resources allocated to regulatory matters 1

5655

9 Other regulatory agency fees or assessments 5655

10 Any other costs for regulatory matters (please 

define)

5655 On-Going 5,754$            

11 Intervenor costs One-Time 4,575$            

12 Sub-total - Ongoing Costs 3 -$        45,550$          39,238$          43,310$          10.38% 39,669$        -8.41%

13 Sub-total - One-time Costs 4 -$        58,012$          -$               23,630$          23,630$        0.00%

14 Total -$        103,562$        39,238$          66,940$          70.60% 63,299$        -5.44%

Historical 

Year(s)

2016 

Bridge 

Year

2017 Test Year
Amortized 

over 5 years

4 Expert Witness costs

5 Legal costs $28,350 $5,670

6 Consultants' costs $19,800 $3,960

7 Incremental operating expenses associated with 

staff resources allocated to this application.
$0

8 Incremental operating expenses associated with 

other resources allocated to this application. 1 $70,000 $14,000

11 Intervenor costs

Total $118,150 $23,630
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Ex.4/Tab 3/Sch.10 – Low Income Energy Assistance Programs 1 

 2 

LUI has included $5,850 of expense for the Low Income Energy Assistance Program (LEAP) under 3 

Deductions – Donation Expense (USoA #6205). This amount is based on the Board’s determination that 4 

the greater of 0.12% of a distributor’s Board-Approved distribution revenue requirement, or $2,000 should 5 

be included in the utility’s costs.  6 

LUI has partnered with The Help Centre of Northumberland to assist in the LEAP program intended to 7 

provide emergency relief to eligible low-income customers who may be experiencing difficulty paying 8 

current arrears to LUI. 9 

In compliance with OEB policy, LUI:  10 

 Collects money from ratepayers for LEAP EFA in the amount approved by the OEB; 11 

 12 

 Transfers program funds to the Help Centre of Northumberland; 13 

 14 

 Determines funding allocations within their service territory by geography; 15 

 16 

 Establishes partnerships, contracts, and operational procedures with the Help Centre; 17 

 18 

 Receives, records and takes appropriate action upon notification from an Intake Agency (or Lead 19 

Agency as appropriate) that an assessment of eligibility is being undertaken; 20 

 21 

 Receives, records and takes appropriate action upon notification from an Intake Agency (or Lead 22 

Agency as appropriate) of decision on applications; 23 

 24 

 Confirms customer and account information used in determining program eligibility, including 25 

information on payment history; and 26 

 27 

 Reports to the OEB in accordance with OEB reporting requirements through filings 2.1.1.6 28 

LUI no longer participates in any Winter Warmth programs. 29 

 30 

 31 

 32 

 33 

 34 
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Ex.4/Tab 3/Sch.11 – Charitable and Political Donations 1 

 2 

LUI does not donate to charities and as such, the utility confirms that no charitable donations have been 3 

included in OM&A expenses for 2017 other than the $5,850 for LEAP funding.  4 

LUI does not make any political donations.  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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Depreciation, Amortization & Depletion 1 

 2 

Ex.4/Tab 4/Sch.1 – Depreciation Rate and Methodology 3 

 4 

LUI does not have a formal depreciation/amortization policy but bases its practice for 5 

depreciation/amortization on MIFRS, and guidelines set out by the Ontario Energy Board, where applicable. 6 

LUI has converted to IFRS January 1, 2015 and as such the depreciation/amortization policy in effect for 7 

the 2016 Bridge Year and 2017 Test Year is compliant with MIFRS. 8 

On July 17, 2012 the Board issued a statement that changes to depreciation rates and capitalization 9 

policies that would have been implemented under IFRS could be made in 2012 under CGAAP (effective 10 

January 1, 2012), and must be made to later than 2013 (effective January 1, 2013) regardless of where the 11 

Accounting Standards Board (AcSB) permitted further deferrals beyond 2013 for the changeover to IFRS. 12 

In 2012, LUI implemented the change to depreciation rates and componentization of Property, Plant and 13 

Equipment (PP&E). Useful lives were guided by the Kinectrics report and LUI confirms that parts or 14 

components of PP&E are being depreciated separately. LUI presented its changes to useful 15 

lives/depreciation rates and the components therefore in its last COS application (EB-2011-0250) and 16 

continues to use the same useful lives on a go-forward basis.  17 

LUI does not have any capitalized borrowing costs in any of the years presented in this application.  18 
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 2 

In accordance with the filing requirements, LUI has completed depreciation and amortization expense 3 

tables for the following: 4 

 2012 MIFRS (Table 4.14) – Board Appendix 2-CB 5 

 2013 MIFRS (Table 4.15) – Board Appendix 2-CC 6 

 2014 MIFRS (Table 4.16) – Board Appendix 2-CD 7 

 2015 MIFRS (Table 4.17) – Board Appendix 2-CE 8 

 2016 MIFRS (Table 4.18) – Board Appendix 2-CF 9 

 2017 MIFRS (Table 4.19) – Board Appendix 2-CG 10 

As stated previously, LUI adopted a change in capitalization and useful lives policies for their assets in 11 

2012. This was submitted and approved during LUI’s 2012 Cost of Service Application (EB-2011-0250).  12 

 13 
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 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

Year 2012 MIFRS

Opening 

NBV as at 

Jan 1, 2012 5

Additions

Average 

Remaining Life 

of Opening 

NBV 4

Years 

(new 

additions 

only) 3

Depreciation 

Rate on New 

Additions

Depreciation 

Expense on 

Opening NBV

Depreciation 

Expense on 

Additions 1

2012 

Depreciation 

Expense

Variance 2

Depreciation 

Expense on 

2012 Full Year 

Additions

2012 Full Year 

Depreciation 6

(a) (d) (i) (f) (g) = 1 / (f) (j) = (a) / (i) (h)=((d)*0.5)/(f) (k) = (j) + (h) (m) = (k) - (l) (n) = (d)/(f) (p) = (j) + (n) - (o)

1611
Computer Software (Formally known as 

Account 1925) 67,109$       277,365$    2.00                 10.00      10.00% 33,555$         13,868$          47,423$        48,998$                 1,575-$          27,737$         61,291$                  

1612 Land Rights (Formally known as Account 1906)
0.00% -$              -$               -$              -$                      -$             -$               -$                        

1805 Land 219,284$     0.00% -$              -$               -$              -$                      -$             -$               -$                        

1808 Buildings 818,486$     153,163$    47.80               50.00      2.00% 17,123$         1,532$            18,655$        12,729$                 5,926$          3,063$           20,186$                  

1810 Leasehold Improvements 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1815 Transformer Station Equipment >50 kV 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1820 Distribution Station Equipment <50 kV 1,202,655$  22,303$      34.50               45.00      2.22% 34,860$         248$              35,107$        33,681$                 1,426$          496$              35,355$                  

1825 Storage Battery Equipment 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1830 Poles, Towers & Fixtures 1,165,264$  263,466$    42.00               45.00      2.22% 27,744$         2,927$            30,672$        22,649$                 8,023$          5,855$           33,599$                  

1835 Overhead Conductors & Devices 3,218,487$  774,550$    45.20               55.00      1.82% 71,205$         7,041$            78,247$        43,645$                 34,602$        14,083$         85,288$                  

1840 Underground Conduit 730,709$     3,350$       48.50               50.00      2.00% 15,066$         34$                15,100$        12,896$                 2,204$          67$                15,133$                  

1845 Underground Conductors & Devices 1,280,053$  227,824$    22.20               35.00      2.86% 57,660$         3,255$            60,915$        62,611$                 1,696-$          6,509$           64,169$                  

1850 Line Transformers 2,855,663$  265,754$    21.65               35.00      2.86% 131,901$       3,796$            135,698$       101,838$               33,860$        7,593$           139,494$                 

1855 Services (Overhead & Underground) 354,950$     14,709$      45.55               55.00      1.82% 7,793$           134$              7,926$          2,256$                   5,670$          267$              8,060$                    

1860 Meters 349,480$     11.50               25.00      4.00% 30,390$         -$               30,390$        31,681$                 1,291-$          -$               30,390$                  

1860 Meters (Smart Meters) 2,044,874$ 15.00               15.00      6.67% -$              68,162$          68,162$        68,162$                 0$                136,325$        136,325$                 

1905 Land 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1908 Buildings & Fixtures 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1910 Leasehold Improvements 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1915 Office Furniture & Equipment (10 years) 49,172$       31,047$      8.25                 10.00      10.00% 5,960$           1,552$            7,513$          6,680$                   833$             3,105$           9,065$                    

1915 Office Furniture & Equipment (5 years) 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1920 Computer Equipment - Hardware 20,404$       21,321$      3.50                 5.00        20.00% 5,830$           2,132$            7,962$          7,900$                   62$              4,264$           10,094$                  

1920 Computer Equip.-Hardware(Post Mar. 22/04) 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1920 Computer Equip.-Hardware(Post Mar. 19/07) 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1930 Transportation Equipment 514,869$     317,215$    6.25                 8.00        12.50% 82,379$         19,826$          102,205$       105,115$               2,910-$          39,652$         122,031$                 

1935 Stores Equipment 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1940 Tools, Shop & Garage Equipment 180,160$     32,759$      8.50                 10.00      10.00% 21,195$         1,638$            22,833$        22,989$                 156-$             3,276$           24,471$                  

1945 Measurement & Testing Equipment 17,955$       9.50                 10.00      10.00% 1,890$           -$               1,890$          1,772$                   118$             -$               1,890$                    

1950 Power Operated Equipment 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1955 Communications Equipment 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1955 Communication Equipment (Smart Meters) 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1960 Miscellaneous Equipment 996$           1,426$       9.50                 10.00      10.00% 105$             71$                176$             157$                     19$              143$              247$                       

1970 Load Management Controls Customer Premises 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1975 Load Management Controls Utility Premises 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1980 System Supervisor Equipment 97,796$      20.00               20.00      5.00% -$              2,445$            2,445$          2,445$                   0-$                4,890$           4,890$                    

1985 Miscellaneous Fixed Assets 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1990 Other Tangible Property 0.00% -$              -$               -$              -$                      -$             -$               -$                        

1995 Contributions & Grants 1,951,474-$  152,967-$    23.50               25.00      4.00% 83,041-$         3,059-$            86,101-$        86,608-$                 507$             6,119-$           89,160-$                  

Total 11,094,222$ 4,395,955$ 461,614$       125,602$        587,217$       501,596$               85,621$        251,205$        -$                        712,819$                 

Account Description

2012 Depreciation 

Expense per 

Appendix 2-BA 

Fixed Assets, 

Column J 

 (l)

Less Depreciation 

Expense on Assets 

Fully Depreciated 

during the year

(o)
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Table 4.15 – 2013 MIFRS Depreciation Expense – Appendix 2-CC 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

2013 MIFRS

Additions

Years 

(new 

additions 

only)

Depreciation 

Rate on New 

Additions

2013 

Depreciation 

Expense 1

Variance 2

Depreciation 

Expense on 

2013 Full Year 

Additions

2013 Full Year 

Depreciation 3

(d) (f) (g) = 1 / (f)

(h)=2012 Full 

Year 

Deprecation + 

((d)*0.5)/(f) (m) = (h) - (l) (n)=((d))/(f) 

(p) = 2012 Full 

Year 

Depreciation  

+ (n) - (o)

1611
Computer Software (Formally known as 

Account 1925) 26,107$   10.00       10.00% 62,596$              76,176$              13,580-$        2,611$             63,902$          

1612 Land Rights (Formally known as Account 1906)
-$         -           0.00% -$                    -$                   -$             -$                -$               

1805 Land -$         -           0.00% -$                    -$                   -$             -$                -$               

1808 Buildings 38,411$   50.00       2.00% 20,571$              28,715$              8,144-$          768$                20,955$          

1810 Leasehold Improvements -$         -           0.00% -$                    -$                   -$             -$                -$               

1815 Transformer Station Equipment >50 kV -$         -           0.00% -$                    -$                   -$             -$                -$               

1820 Distribution Station Equipment <50 kV 67,234$   45.00       2.22% 36,102$              55,745$              19,643-$        1,494$             36,849$          

1825 Storage Battery Equipment -$         -           0.00% -$                    -$                   -$             -$                -$               

1830 Poles, Towers & Fixtures 133,398$  45.00       2.22% 35,081$              47,472$              12,391-$        2,964$             36,564$          

1835 Overhead Conductors & Devices 190,493$  55.00       1.82% 87,020$              108,963$            21,943-$        3,464$             88,752$          

1840 Underground Conduit 86,322$   50.00       2.00% 15,996$              26,590$              10,594-$        1,726$             16,860$          

1845 Underground Conductors & Devices 151,915$  35.00       2.86% 66,340$              90,460$              24,120-$        4,340$             68,510$          

1850 Line Transformers 153,741$  35.00       2.86% 141,691$             157,657$            15,966-$        4,393$             143,887$        

1855 Services (Overhead & Underground) 80,834$   55.00       1.82% 8,795$                9,343$                548-$             1,470$             9,530$           

1860 Meters 117,332$  25.00       4.00% 32,736$              37,804$              5,068-$          4,693$             35,083$          

1860 Meters (Smart Meters) -$         0.00% 136,325$             140,236$            3,911-$          -$                136,325$        

1905 Land -$         -           0.00% -$                    -$                   -$             -$                -$               

1908 Buildings & Fixtures -$         -           0.00% -$                    -$                   -$             -$                -$               

1910 Leasehold Improvements -$         -           0.00% -$                    -$                   -$             -$                -$               

1915 Office Furniture & Equipment (10 years) 13,799$   10.00       10.00% 9,755$                9,784$                29-$              1,380$             10,445$          

1915 Office Furniture & Equipment (5 years) -$         -           0.00% -$                    -$                   -$             -$                -$               

1920 Computer Equipment - Hardware 24,126$   5.00         20.00% 12,507$              12,691$              184-$             4,825$             14,919$          

1920 Computer Equip.-Hardware(Post Mar. 22/04) -$         -           0.00% -$                    -$                   -$             -$                -$               

1920 Computer Equip.-Hardware(Post Mar. 19/07) -$         -           0.00% -$                    -$                   -$             -$                -$               

1930 Transportation Equipment -$         0.00% 122,031$             114,134$            7,897$          -$                122,031$        

1935 Stores Equipment -$         -           0.00% -$                    -$                   -$             -$                -$               

1940 Tools, Shop & Garage Equipment 181,952$  10.00       10.00% 33,569$              35,198$              1,629-$          18,195$           42,666$          

1945 Measurement & Testing Equipment 1,476$     10.00       10.00% 1,964$                2,087$                123-$             148$                2,038$           

1950 Power Operated Equipment -$         -           0.00% -$                    -$                   -$             -$                -$               

1955 Communications Equipment -$         -           0.00% -$                    -$                   -$             -$                -$               

1955 Communication Equipment (Smart Meters) -$         -           0.00% -$                    -$                   -$             -$                -$               

1960 Miscellaneous Equipment 10,500$   10.00       10.00% 772$                   844$                   72-$              1,050$             1,297$           

1970 Load Management Controls Customer Premises -$         -           0.00% -$                    -$                   -$             -$                -$               

1975 Load Management Controls Utility Premises -$         -           0.00% -$                    -$                   -$             -$                -$               

1980 System Supervisor Equipment 4,312$     20.00       5.00% 4,998$                4,998$                0-$                216$                5,105$           

1985 Miscellaneous Fixed Assets -$         -           0.00% -$                    -$                   -$             -$                -$               

1990 Other Tangible Property -$         -           0.00% -$                    -$                   -$             -$                -$               

1995 Contributions & Grants 392,384-$  25.00       4.00% 97,008-$              97,693-$              685$             15,695-$           104,855-$        

Total 889,568$  731,840$             861,204$            129,364-$      38,042$           -$                750,861$        

Account Description

2013 

Depreciation 

Expense per 

Apppendix 2-BA 

Fixed Assets, 

Column J

 (l)

Less 

Depreciation 

Expense on 

Assets Fully 

Depreciated 

during the 

year

(o)
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Table 4.16 – 2014 MIFRS Depreciation Expense – Appendix 2-CD 1 
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 4 

 5 
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 7 

 8 

 9 

 10 
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2014 MIFRS

Additions

Years 

(new 

additions 

only)

Depreciation 

Rate on New 

Additions

2014 

Depreciation 

Expense 1

Variance 2

Depreciation 

Expense on 

2014 Full Year 

Additions

2014 Full Year 

Depreciation 3

(d) (f) (g) = 1 / (f)

(h)=2013 Full 

Year 

Deprecation + 

((d)*0.5)/(f) (m) = (h) - (l) (n)=((d))/(f) 

(p) = 2013 Full 

Year 

Depreciation  

+ (n) - (o)

1611
Computer Software (Formally known as 

Account 1925) 19,400$       10.00       10.00% 64,872$              76,707$              11,835-$        1,940$             65,842$          

1612 Land Rights (Formally known as Account 1906)
-$             -           0.00% -$                    -$                   -$             -$                -$               

1805 Land -$             -           0.00% -$                    -$                   -$             -$                -$               

1808 Buildings 54,231$       50.00       2.00% 21,497$              30,007$              8,510-$          1,085$             22,039$          

1810 Leasehold Improvements -$             -           0.00% -$                    -$                   -$             -$                -$               

1815 Transformer Station Equipment >50 kV -$             -           0.00% -$                    -$                   -$             -$                -$               

1820 Distribution Station Equipment <50 kV 80,630$       45.00       2.22% 37,745$              54,397$              16,652-$        1,792$             38,641$          

1825 Storage Battery Equipment -$             -           0.00% -$                    -$                   -$             -$                -$               

1830 Poles, Towers & Fixtures 245,546$      45.00       2.22% 39,292$              51,421$              12,129-$        5,457$             42,020$          

1835 Overhead Conductors & Devices 399,016$      55.00       1.82% 92,379$              109,850$            17,471-$        7,255$             96,007$          

1840 Underground Conduit 18,558$       50.00       2.00% 17,045$              27,661$              10,616-$        371$                17,231$          

1845 Underground Conductors & Devices 18,007$       35.00       2.86% 68,767$              90,546$              21,779-$        514$                69,024$          

1850 Line Transformers 112,751$      35.00       2.86% 145,498$             161,753$            16,255-$        3,221$             147,108$        

1855 Services (Overhead & Underground) -$             55.00       1.82% 9,530$                9,931$                401-$             -$                9,530$           

1860 Meters -$             25.00       4.00% 35,083$              33,809$              1,274$          -$                35,083$          

1860 Meters (Smart Meters) 68,805$       15.00       6.67% 138,618$             147,044$            8,426-$          4,587$             140,912$        

1905 Land -$             -           0.00% -$                    -$                   -$             -$                -$               

1908 Buildings & Fixtures -$             -           0.00% -$                    -$                   -$             -$                -$               

1910 Leasehold Improvements -$             -           0.00% -$                    -$                   -$             -$                -$               

1915 Office Furniture & Equipment (10 years) -$             10.00       10.00% 10,445$              10,442$              3$                -$                10,445$          

1915 Office Furniture & Equipment (5 years) -$             -           0.00% -$                    -$                   -$             -$                -$               

1920 Computer Equipment - Hardware 21,136$       5.00         20.00% 17,033$              16,868$              165$             4,227$             19,146$          

1920 Computer Equip.-Hardware(Post Mar. 22/04) -$             -           0.00% -$                    -$                   -$             -$                -$               

1920 Computer Equip.-Hardware(Post Mar. 19/07) -$             -           0.00% -$                    -$                   -$             -$                -$               

1930 Transportation Equipment 77,846$       8.00         12.50% 126,896$             146,082$            19,186-$        9,731$             131,762$        

1935 Stores Equipment -$             -           0.00% -$                    -$                   -$             -$                -$               

1940 Tools, Shop & Garage Equipment 186,821$      10.00       10.00% 52,007$              53,656$              1,649-$          18,682$           61,348$          

1945 Measurement & Testing Equipment -$             10.00       10.00% 2,038$                2,225$                187-$             -$                2,038$           

1950 Power Operated Equipment -$             -           0.00% -$                    -$                   -$             -$                -$               

1955 Communications Equipment -$             -           0.00% -$                    -$                   -$             -$                -$               

1955 Communication Equipment (Smart Meters) -$             -           0.00% -$                    -$                   -$             -$                -$               

1960 Miscellaneous Equipment 42,293$       10.00       10.00% 3,412$                3,350$                62$              4,229$             5,527$           

1970 Load Management Controls Customer Premises -$             -           0.00% -$                    -$                   -$             -$                -$               

1975 Load Management Controls Utility Premises -$             -           0.00% -$                    -$                   -$             -$                -$               

1980 System Supervisor Equipment 85,064$       20.00       5.00% 7,232$                7,232$                -$             4,253$             9,359$           

1985 Miscellaneous Fixed Assets -$             -           0.00% -$                    -$                   -$             -$                -$               

1990 Other Tangible Property -$             -           0.00% -$                    -$                   -$             -$                -$               

1995 Contributions & Grants -$             25.00       4.00% 104,855-$             100,710-$            4,145-$          -$                104,855-$        

Total 1,430,104$   784,533$             932,271$            147,738-$      67,344$           -$                818,205$        

Account Description

2014 

Depreciation 

Expense per 

Apppendix 2-BA 

Fixed Assets, 

Column J

 (l)

Less 

Depreciation 

Expense on 

Assets Fully 

Depreciated 

during the 

year

(o)
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Table 4.17 – 2015 MIFRS Depreciation Expense – Appendix 2-CE 1 
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 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

2015 MIFRS

Account

Additions

Years 

(new 

additions 

only)

Depreciation 

Rate on New 

Additions

2015 

Depreciation 

Expense 1

Variance 2

Depreciation 

Expense on 

2015 Full Year 

Additions

2015 Full Year 

Depreciation 
3

(d) (f) (g) = 1 / (f)

(h)=2014 Full 

Year 

Depreciation + 

((d)*0.5)/(f) (m) = (h) - (l) (n)=((d))/(f) 

(p) = 2014 Full 

Year 

Depreciation  

+ (n) - (o)

1611
Computer Software (Formally known as Account 

1925) 215,982$    10.00      10.00% 76,641$             100,245$                             23,604-$        21,598$           87,440$         

1612 Land Rights (Formally known as Account 1906) -$           -         0.00% -$                   -$                                    -$             -$                -$               

1805 Land -$           -         0.00% -$                   -$                                    -$             -$                -$               

1808 Buildings -$           50.00      2.00% 22,039$             30,550$                               8,511-$          -$                22,039$         

1810 Leasehold Improvements -$           -         0.00% -$                   -$                                    -$             -$                -$               

1815 Transformer Station Equipment >50 kV -$           -         0.00% -$                   -$                                    -$             -$                -$               

1820 Distribution Station Equipment <50 kV 339,833$    45.00      2.22% 42,417$             59,068$                               16,651-$        7,552$             46,193$         

1825 Storage Battery Equipment -$           -         0.00% -$                   -$                                    -$             -$                -$               

1830 Poles, Towers & Fixtures 295,393$    45.00      2.22% 45,302$             56,842$                               11,540-$        6,564$             48,584$         

1835 Overhead Conductors & Devices 282,760$    55.00      1.82% 98,577$             113,703$                             15,126-$        5,141$             101,148$        

1840 Underground Conduit -$           50.00      2.00% 17,231$             27,846$                               10,615-$        -$                17,231$         

1845 Underground Conductors & Devices 75,391$      35.00      2.86% 70,101$             105,558$                             35,457-$        2,154$             71,178$         

1850 Line Transformers 62,788$      35.00      2.86% 148,005$            164,261$                             16,256-$        1,794$             148,902$        

1855 Services (Overhead & Underground) 239,787$    55.00      1.82% 11,710$             12,111$                               401-$             4,360$             13,889$         

1860 Meters -$           25.00      4.00% 35,083$             33,809$                               1,274$          -$                35,083$         

1860 Meters (Smart Meters) 39,921$      15.00      6.67% 142,243$            150,668$                             8,425-$          2,661$             143,573$        

1905 Land -$           -         0.00% -$                   -$                                    -$             -$                -$               

1908 Buildings & Fixtures -$           -         0.00% -$                   -$                                    -$             -$                -$               

1910 Leasehold Improvements -$           -         0.00% -$                   -$                                    -$             -$                -$               

1915 Office Furniture & Equipment (10 years) -$           10.00      10.00% 10,445$             10,442$                               3$                -$                10,445$         

1915 Office Furniture & Equipment (5 years) -$           -         0.00% -$                   -$                                    -$             -$                -$               

1920 Computer Equipment - Hardware 29,160$      5.00       20.00% 22,062$             19,852$                               2,210$          5,832$             24,978$         

1920 Computer Equip.-Hardware(Post Mar. 22/04) -$           -         0.00% -$                   -$                                    -$             -$                -$               

1920 Computer Equip.-Hardware(Post Mar. 19/07) -$           -         0.00% -$                   -$                                    -$             -$                -$               

1930 Transportation Equipment -$           8.00       12.50% 131,762$            147,667$                             15,905-$        -$                131,762$        

1935 Stores Equipment -$           -         0.00% -$                   -$                                    -$             -$                -$               

1940 Tools, Shop & Garage Equipment 5,368$       10.00      10.00% 61,617$             62,353$                               736-$             537$                61,885$         

1945 Measurement & Testing Equipment -$           10.00      10.00% 2,038$               2,225$                                 187-$             -$                2,038$           

1950 Power Operated Equipment -$           -         0.00% -$                   -$                                    -$             -$                -$               

1955 Communications Equipment -$           -         0.00% -$                   -$                                    -$             -$                -$               

1955 Communication Equipment (Smart Meters) -$           -         0.00% -$                   -$                                    -$             -$                -$               

1960 Miscellaneous Equipment 107,577$    10.00      10.00% 10,906$             10,844$                               62$              10,758$           16,284$         

1970 Load Management Controls Customer Premises -$           -         0.00% -$                   -$                                    -$             -$                -$               

1975 Load Management Controls Utility Premises -$           -         0.00% -$                   -$                                    -$             -$                -$               

1980 System Supervisor Equipment 145,085$    20.00      5.00% 12,986$             12,986$                               0-$                7,254$             16,613$         

1985 Miscellaneous Fixed Assets -$           -         0.00% -$                   -$                                    -$             -$                -$               

1990 Other Tangible Property -$           -         0.00% -$                   -$                                    -$             -$                -$               

1995 Contributions & Grants 58,465-$      25.00      4.00% 106,025-$            106,728-$                             703$             2,339-$             107,194-$        

Total 1,780,580$ 855,139$            1,014,302$                          159,163-$      73,867$           -$                     892,072$        

Less Depreciation 

Expense on 

Assets Fully 

Depreciated 

during the year

(o)

Description

2015 Depreciation Expense 

per Appendix 2-BA Fixed 

Assets, Column J

 (l)
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Table 4.18 – 2016 MIFRS Depreciation Expense – Appendix 2-CF 1 

 2 

 3 

 4 

 5 

 6 

2016 MIFRS

Account

Additions

Years 

(new 

additions 

only)

Depreciation 

Rate on New 

Additions

2016 

Depreciation 

Expense 1

Variance 2

(d) (f) (g) = 1 / (f)

(h)=2015 Full 

Year 

Depreciation + 

((d)*0.5)/(f) (m) = (h) - (l)

1611
Computer Software (Formally known as Account 

1925) 10,000$      10.00       10.00% 87,940$             108,511.00$           20,571-$        

1612 Land Rights (Formally known as Account 1906) -$           -           0.00% -$                   -$                      -$             

1805 Land -$           -           0.00% -$                   -$                      -$             

1808 Buildings 10,000$      50.00       2.00% 22,139$             30,649.00$            8,510-$          

1810 Leasehold Improvements -$           -           0.00% -$                   -$                      -$             

1815 Transformer Station Equipment >50 kV -$           -           0.00% -$                   -$                      -$             

1820 Distribution Station Equipment <50 kV 599,000$    45.00       2.22% 52,848$             69,500.00$            16,652-$        

1825 Storage Battery Equipment -$           -           0.00% -$                   -$                      -$             

1830 Poles, Towers & Fixtures 207,631$    45.00       2.22% 50,891$             63,074.00$            12,183-$        

1835 Overhead Conductors & Devices 197,837$    55.00       1.82% 102,946$            118,090.00$           15,144-$        

1840 Underground Conduit -$           50.00       2.00% 17,231$             27,846.00$            10,615-$        

1845 Underground Conductors & Devices 58,750$      35.00       2.86% 72,018$             106,536.00$           34,518-$        

1850 Line Transformers 56,280$      35.00       2.86% 149,706$            165,321.00$           15,615-$        

1855 Services (Overhead & Underground) 140,302$    55.00       1.82% 15,165$             15,647.00$            482-$             

1860 Meters -$           25.00       4.00% 35,083$             33,809.00$            1,274$          

1860 Meters (Smart Meters) 35,000$      15.00       6.67% 144,740$            153,399.00$           8,659-$          

1905 Land -$           -           0.00% -$                   -$                      -$             

1908 Buildings & Fixtures -$           -           0.00% -$                   -$                      -$             

1910 Leasehold Improvements -$           -           0.00% -$                   -$                      -$             

1915 Office Furniture & Equipment (10 years) -$           10.00       10.00% 10,445$             10,442.00$            3$                

1915 Office Furniture & Equipment (5 years) -$           -           0.00% -$                   -$                      -$             

1920 Computer Equipment - Hardware 15,000$      5.00         20.00% 26,478$             20,649.00$            5,829$          

1920 Computer Equip.-Hardware(Post Mar. 22/04) -$           -           0.00% -$                   -$                      -$             

1920 Computer Equip.-Hardware(Post Mar. 19/07) -$           -           0.00% -$                   -$                      -$             

1930 Transportation Equipment 280,000$    8.00         12.50% 149,262$            148,750.00$           512$             

1935 Stores Equipment -$           -           0.00% -$                   -$                      -$             

1940 Tools, Shop & Garage Equipment 5,000$       10.00       10.00% 62,135$             62,587.00$            452-$             

1945 Measurement & Testing Equipment -$           10.00       10.00% 2,038$               2,225.00$              187-$             

1950 Power Operated Equipment -$           -           0.00% -$                   -$                      -$             

1955 Communications Equipment -$           -           0.00% -$                   -$                      -$             

1955 Communication Equipment (Smart Meters) -$           -           0.00% -$                   -$                      -$             

1960 Miscellaneous Equipment 78,000$      10.00       10.00% 20,184$             19,773.00$            411$             

1970 Load Management Controls Customer Premises -$           -           0.00% -$                   -$                      -$             

1975 Load Management Controls Utility Premises -$           -           0.00% -$                   -$                      -$             

1980 System Supervisor Equipment -$           20.00       5.00% 16,613$             16,613.00$            0-$                

1985 Miscellaneous Fixed Assets -$           -           0.00% -$                   -$                      -$             

1990 Other Tangible Property -$           -           0.00% -$                   -$                      -$             

1995 Contributions & Grants -$           25.00       4.00% 107,194-$            107,897.00-$           703$             

Total 1,692,800$ 930,668$            1,065,524$            134,856-$      

Description

2016 Depreciation 

Expense per 

Appendix 2-BA 

Fixed Assets, 

Column J

 (l)
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Table 4.19 – 2017 MIFRS Depreciation Expense – Appendix 2-CG 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

2017 MIFRS

Account

Additions

Years 

(new 

additions 

only)

Deprecia

tion Rate 

on New 

Additions

2017 Depreciation Expense 1 Variance 2

(d) (f) (g) = 1 / (f) (h)=2016 Full Year Depreciation + ((d)*0.5)/(f) (m) = (h) - (l)

1611 Computer Software (Formally known as Account 1925) 10,000$                             10.00      10.00% $88,440 $82,904 $5,536

1612 Land Rights (Formally known as Account 1906) -$                                    -           0.00% $0 $0 $0

1805 Land -$                                    -           0.00% $0 $0 $0

1808 Buildings 10,000$                             50.00      2.00% $22,239 $30,849 -$8,610

1810 Leasehold Improvements -$                                    -           0.00% $0 $0 $0

1815 Transformer Station Equipment >50 kV -$                                    -           0.00% $0 $0 $0

1820 Distribution Station Equipment <50 kV 550,000$                           45.00      2.22% $58,960 $81,268 -$22,308

1825 Storage Battery Equipment -$                                    -           0.00% $0 $0 $0

1830 Poles, Towers & Fixtures 265,320$                           45.00      2.22% $53,839 $68,536 -$14,697

1835 Overhead Conductors & Devices 258,665$                           55.00      1.82% $105,298 $122,792 -$17,494

1840 Underground Conduit -$                                    50.00      2.00% $17,231 $27,846 -$10,615

1845 Underground Conductors & Devices 211,454$                           35.00      2.86% $75,038 $105,475 -$30,437

1850 Line Transformers 73,584$                             35.00      2.86% $150,757 $160,000 -$9,243

1855 Services (Overhead & Underground) 168,067$                           55.00      1.82% $16,693 $18,993 -$2,300

1860 Meters -$                                    25.00      4.00% $35,083 $26,425 $8,658

1860 Meters (Smart Meters) 76,500$                             15.00      6.67% $147,290 $157,349 -$10,059

1905 Land -$                                    -           0.00% $0 $0 $0

1908 Buildings & Fixtures -$                                    -           0.00% $0 $0 $0

1910 Leasehold Improvements -$                                    -           0.00% $0 $0 $0

1915 Office Furniture & Equipment (10 years) -$                                    10.00      10.00% $10,445 $0 $10,445

1915 Office Furniture & Equipment (5 years) -$                                    -           0.00% $0 $10,442 -$10,442

1920 Computer Equipment - Hardware 15,000$                             5.00         20.00% $27,978 $21,516 $6,462

1920 Computer Equip.-Hardware(Post Mar. 22/04) -$                                    -           0.00% $0 $0 $0

1920 Computer Equip.-Hardware(Post Mar. 19/07) -$                                    -           0.00% $0 $0 $0

1930 Transportation Equipment 35,000$                             8.00         12.50% $151,449 $149,901 $1,548

1935 Stores Equipment -$                                    -           0.00% $0 $0 $0

1940 Tools, Shop & Garage Equipment 5,000$                               10.00      10.00% $62,385 $61,828 $557

1945 Measurement & Testing Equipment -$                                    10.00      10.00% $2,038 $2,225 -$187

1950 Power Operated Equipment -$                                    -           0.00% $0 $0 $0

1955 Communications Equipment -$                                    -           0.00% $0 $0 $0

1955 Communication Equipment (Smart Meters) -$                                    -           0.00% $0 $0 $0

1960 Miscellaneous Equipment 21,000$                             10.00      10.00% $21,234 $24,373 -$3,139

1970 Load Management Controls Customer Premises -$                                    -           0.00% $0 $0 $0

1975 Load Management Controls Utility Premises -$                                    -           0.00% $0 $0 $0

1980 System Supervisor Equipment -$                                    20.00      5.00% $16,613 $16,613 $0

1985 Miscellaneous Fixed Assets -$                                    -           0.00% $0 $0 $0

1990 Other Tangible Property -$                                    -           0.00% $0 $0 $0

1995 Contributions & Grants -$                                    25.00      4.00% -$107,194 -$107,897 $703

Total 1,699,590$                  $955,816 $1,061,438 -$105,622

Depreciation exp. adj. from gain or loss on the retirement of assets (pool of like assets)

$955,816

Description

2017 

Depreciation 

Expense per 

Appendix 2-BA 

Fixed Assets, 

Column J

 (l)

Total Depreciation expense to be included in the test year revenue requirement
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Ex.4/Tab 4/Sch.3 – Typical Useful Lives Study 1 

 2 

The Board-sponsored Kinetrics study, on which the utility has based its depreciation rates that were 3 

approved in LUI’s last Cost of Service (EB-2011-0250), are presented below as Table 4.20: Comparison of 4 

Depreciation Rates.  5 

Table 4.20: Comparison of Depreciation Rates 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

USoA 

Account 

Number Description

Current                  

(EB-2011-0250) Proposed

1611

Computer Software (Formally known as 

Account 1925) 5.00 5.00

1808 Building 50.00 50.00

1820 Distribution Station Equipment <50kV 45.00 45.00

1830 Poles, Towers & Fixtures 45.00 45.00

1835 Overhead Conductors & Devices 55.00 55.00

1840 Conduit 50.00 50.00

1845 Underground Conductors & Devices 35.00 35.00

1850 Line Transformers 35.00 35.00

1855 Services (Overhead & Underground) 55.00 55.00

1860 Meters 25.00 25.00

1860 Meters (Smart Meters) 15.00 15.00

1915 Office Furniture & Equipment 10.00 10.00

1920 Computer Equipment - Hardware 5.00 5.00

1930 Transportation Equipment - cars 5.00 5.00

1930 Transportation Equipment - trucks 8.00 8.00

1940 Tools, Shop & Garage Equipment 10.00 10.00

1960 Miscellaneous Equipment - 10.00

1980 System Supervisory Equipment - 20.00

1995 Contributions & Grants - 25.00
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 2 

Table 4.21 below, consistent with Board Appendix 2-BB, provides a summary of the life comparison 3 

between LUI’s selected useful lives and those provided in Table F-1 of the Kinetrics Report.  4 

Table 4.21: Service Life Comparison – Appendix 2-BB 5 

 6 

 7 

Parent* #
MIN UL TUL MAX UL

Years Rate Years Rate
Below Min 

TUL

Above Max 

TUL

35 45 75 1830 Poles, Towers and Fixtures 45 2% 45 2% No No

Wood 20 40 55 1830 Poles, Towers and Fixtures 45 2% 45 2% No No

Steel 30 70 95

50 60 80

Wood 20 40 55

Steel 30 70 95

60 60 80

Wood 20 40 55

Steel 30 70 95 1830 Poles, Towers and Fixtures 45 2% 45 2% No No

4 30 45 55 1835 Undgerground Conductors and Devices 55 2% 45 2% No No

5 15 25 25

6 15 20 20

7 35 45 60 1835 Undgerground Conductors and Devices 55 2% 45 2% No No

8 50 60 75 1835 Undgerground Conductors and Devices 55 2% 45 2% Yes No

9 30 40 60 1850 Line Transformers 35 3% 40 3% No No

10 25 30 40

11 25 40 55

30 45 60 1820 Distribution Station Equipment 45 2% 45 2% No No

10 20 30

20 30 60

13 30 45 55

14 30 40 40

10 20 30

10 15 15

20 20 30

Station Metal Clad Switchgear 30 40 60 1820 Distribution Station Equipment 45 2% 45 2% No No

25 40 60 1820 Distribution Station Equipment 45 2% 45 2% No No

17 35 45 65 1820 Distribution Station Equipment 45 2% 45 2% No No

18 30 50 60 1820 Distribution Station Equipment 45 2% 45 2% No No

19 25 35 50

20 10 30 45 1820 Distribution Station Equipment 45 2% 45 2% No No

21 15 20 20 1820 Distribution Station Equipment 45 2% 45 2% No Yes

22 30 55 60

23 35 50 90 1820 Distribution Station Equipment 45 2% 45 2% No No

24 60 65 75

25 20 25 25

26 20 25 30

27 20 25 30 1845 Undgerground Conductor 35 3% 30 3% No No

30 70 75 80

31 25 35 40 1855 Secondary Services 55 2% 35 3% No No

32 35 40 60

20 35 50

20 35 40

34 25 40 45 1850 Transformer 35 3% 40 3% No No

35 25 35 45

36 35 55 70

40 60 80

20 30 45

38 20 35 50

39 20 30 45

40 30 50 85 1840 Conduit 50 2% 50 2% No No

41 35 55 80

42 50 60 80

S 43 15 20 30 1980 SCADA 20 5% 20 5% No NoRemote SCADA

Submersible/Vault Transformers

UG Foundation

37 UG Vaults
Overall

Roof

Pad-Mounted Transformers

Steel Structure

UG

Primary Paper Insulated Lead Covered (PILC) Cables

Primary Ethylene-Propylene Rubber (EPR) Cables

Primary Non-Tree Retardant (TR) Cross Linked 

Polyethylene (XLPE) Cables Direct Buried

Primary Non-TR XLPE Cables in Duct

Secondary PILC Cables

Secondary Cables Direct Buried

UG Vault Switches

Pad-Mounted Switchgear

Ducts

Concrete Encased Duct Banks

Cable Chambers

TS & MS

12 Power Transformers

Overall

Bushing

Station Independent Breakers

Station Switch

Electromechanical Relays

Solid State Relays

Digital & Numeric Relays

Rigid Busbars

Secondary Cables in Duct

33 Network Tranformers
Overall

Protector

15 Station DC System

Overall

Battery Bank

Charger

16
Overall

Removable Breaker

Tap Changer

Station Service Transformer

Station Grounding Transformer

OH

1 Fully Dressed Wood Poles

Overall

Cross Arm

OH Line Switch

OH Line Switch Motor

OH Line Switch RTU

OH Integral Switches

OH Conductors

OH Transformers & Voltage Regulators

2 Fully Dressed Concrete Poles

Overall

Cross Arm

3 Fully Dressed Steel Poles

Overall

Cross Arm

Current Proposed

OH Shunt Capacitor Banks

Reclosers

Asset Details Useful Life
USoA Account 

Number
USoA Account Description

Outside Range of Min, 

Max TUL?

Category| Component | Type
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 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

# Years Rate Years Rate
Below Min 

Range

Above Max 

Range
1 5 1915 Office Equipment 10 10% 10 10% No No

5 1930 Transportation Equipment 5 20% 5 20% No No

5

5

3 50 1808 Buildings 50 2% 50 2% No No

4

50 1820 Distribution Station Equipment 45 2% 45 2% Yes No

25

25 1820 Distribution Station Equipment 45 2% 45 2% No No

20

3 1920 Computer Hardware 5 20% 5 20% No No

2 1611 Computer Software 5 20% 5 20% No No

5

5

5 1940 Tools 10 10% 10 10% No No

5 1960 Measurement & Testing Equipment 10 10% 10 10% No No

60

2 1980 System Supervisor Equipment 20 5% 20 5% No Yes

9 25

10 25 1860 Meters 25 4% 25 4% No No

11 15 1860 Meters 25 4% 25 4% No No

12 35

13 5 1860 Meters 25 4% 25 4% No Yes

14 10

15 15Data Collectors - Smart Metering 20

Current & Potential Transformer (CT & PT) 50

Smart Meters 15

Repeaters - Smart Metering 15

Residential Energy Meters 35

Industrial/Commercial Energy Meters 35

Wholesale Energy Meters 30

8 Communication
Towers 70

Wireless 10

7 Equipment

Power Operated 10

Stores 10

Tools, Shop, Garage Equipment 10

Measurement & Testing Equipment 10

6 Computer Equipment
Hardware 5

Software 5

5 Station Buildings

Station Buildings 75

Parking 30

Fence 60

Roof 30

Administrative Buildings 75

Leasehold Improvements Lease dependent

Proposed
Outside Range of Min, 

Max TUL?

Category| Component | Type

Office Equipment 15

USoA Account Description

Current

15

Trailers

Table F-2 from Kinetrics Report
1

Asset Details

Useful Life Range
USoA Account 

Number

20

Vans 10

2 Vehicles

Trucks & Buckets
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Ex.4/Tab 4/Sch.5 – Depreciation Expense Associated with Retirement Obligation 1 

 2 

At this time, LUI does not have any Asset Retirement Obligations (“AROs”), associated depreciation, or 3 

accretion expenses in relation to AROs to report as part of this Application.  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.4/Tab 4/Sch.6 – Depreciation and Capitalization Policy 1 

 2 

LUI does not have a formal depreciation/amortization policy but bases its practice for 3 

depreciation/amortization on MIFRS, and guidelines set out by the Ontario Energy Board, where applicable. 4 

LUI has converted to IFRS January 1, 2015 and as such the depreciation/amortization policy in effect for 5 

the 2016 Bridge Year and 2017 Test Year is compliant with MIFRS.  6 

LUI calculates depreciation based on the “Half year” rule for all distribution system assets and capital 7 

contributions.  8 

A summary of LUI’s depreciation by year from 2012 Board Approved to the 2017 Test Year is provided in 9 

Table 4.22 on the next page.  10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 
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Table 4.22: Depreciation Expenses Summary 1 

 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

2012 Board 

Approved 2012 Actual 2013 Actual 2014 Actual 2015 Actual

2016 Bridge 

Year

2017 Test 

Year

Depreciation 

Rate

USoA Description MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS

1611 Computer Software (Formally known as Account 1925) 67,578 48,998 76,176 76,707 100,245 108,511 82,904 10.00%

1612 Land Rights (Formally known as Account 1906 and 1806) 0 0 0 0 0 0 0 0.00%

1805 Land 0 0 0 0 0 0 0 0.00%

1808 Buildings 25,859 12,729 28,715 30,007 30,550 30,649 30,849 2.00%

1810 Leasehold Improvements 0 0 0 0 0 0 0 0.00%

1815 Transformer Station Equipment >50 kV 0 0 0 0 0 0 0 0.00%

1820 Distribution Station Equipment <50 kV 49,799 33,681 55,745 54,397 59,068 69,500 81,268 2.22%

1825 Storage Battery Equipment 0 0 0 0 0 0 0 0.00%

1830 Poles, Towers & Fixtures 39,108 22,649 47,472 51,421 56,842 63,074 68,536 2.22%

1835 Overhead Conductors & Devices 86,558 43,645 108,963 109,850 113,703 118,090 122,792 1.82%

1840 Underground Conduit 24,905 12,896 26,590 27,661 27,846 27,846 27,846 2.00%

1845 Underground Conductors & Devices 74,723 62,611 90,460 90,546 105,558 106,536 105,475 2.86%

1850 Line Transformers 136,676 101,838 157,657 161,753 164,261 165,321 160,000 2.86%

1855 Services (Overhead & Underground) 7,820 2,256 9,343 9,931 12,111 15,647 18,993 1.82%

1860 Meters 35,455 31,681 37,804 33,809 33,809 33,809 26,425 4.00%

1860 Meters (Smart Meters) 109,276 68,162 140,236 147,044 150,668 153,399 157,349 6.67%

1905 Land 0 0 0 0 0 0 0 0.00%

1908 Buildings & Fixtures 0 0 0 0 0 0 0 0.00%

1910 Leasehold Improvements 0 0 0 0 0 0 0 0.00%

1915 Office Furniture & Equipment (10 years) 6,615 6,680 9,784 10,442 10,442 10,442 10,442 10.00%

1915 Office Furniture & Equipment (5 years) 0 0 0 0 0 0 0.00%

1920 Computer Equipment - Hardware 19,302 7,900 12,691 16,868 19,852 20,649 21,516 20.00%

1920 Computer Equip.-Hardware(Post Mar. 22/04) 0 0 0 0 0 0 0 0.00%

1920 Computer Equip.-Hardware(Post Mar. 19/07) 0 0 0 0 0 0 0 0.00%

1930 Transportation Equipment 91,195 105,115 114,134 146,082 147,667 148,750 149,901 12.50%

1935 Stores Equipment 0 0 0 0 0 0 0 0.00%

1940 Tools, Shop & Garage Equipment 40,392 22,989 35,198 53,656 62,353 62,587 61,828 10.00%

1945 Measurement & Testing Equipment 1,907 1,772 2,087 2,225 2,225 2,225 2,225 10.00%

1950 Power Operated Equipment 0 0 0 0 0 0 0 0.00%

1955 Communications Equipment 0 0 0 0 0 0 0 0.00%

1955 Communication Equipment (Smart Meters) 0 0 0 0 0 0 0 0.00%

1960 Miscellaneous Equipment 0 157 844 3,350 10,844 19,773 24,373 10.00%

1970 Load Management Controls Customer Premises 0 0 0 0 0 0 0 0.00%

1975 Load Management Controls Util ity Premises 0 0 0 0 0 0 0 0.00%

1980 System Supervisor Equipment 0 2,445 4,998 7,232 12,986 16,613 16,613 5.00%

1985 Miscellaneous Fixed Assets 0 0 0 0 0 0 0 0.00%

1990 Other Tangible Property 0 0 0 0 0 0 0 0.00%

1995 Contributions & Grants (78,020) (86,608) (97,693) (100,710) (106,728) (107,897) (107,897) 4.00%

Total Depreciation 739,148 501,597 861,205 932,271 1,014,303 1,065,522 1,061,439

Less: Fully Allocated Depreciation 0 0 0 0 0 0 0

Total Depreciation for Rate Setting Purposes 739,148 501,597 861,205 932,271 1,014,303 1,065,522 1,061,439
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 2 

LUI confirms that it has applied the half-year rule for the purposes of computing the net book value of 3 

Property, Plant, and Equipment and General Plant to include in the rate base. Under the half-year rule, 4 

acquisitions and investments made during the year are amortized assuming they entered service at the 5 

mid-point of the year.  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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 2 

Ex.4/Tab 5/Sch.1 – Overview of PILs 3 

 4 

LUI is required to make payments in lieu of income taxes (“taxes”) based on its taxable income. LUI files 5 

Federal/Provincial tax returns annually. There have been no special circumstances that would require 6 

specific tax planning measures to minimize taxes payable. There are no outstanding audits, reassessments 7 

or disputes relating to the tax returns filed by LUI. 8 

There are no non-utility activities included in LUI’s financial results, therefore the entire amount of PILs 9 

payable is considered in the proposed allowance to be included in the revenue requirement.  10 

LUI has used the OEB Tax Work Form model to calculate the amount of taxes for inclusion in its 2017 11 

rates. PILs have been calculated under MIFRS accounting policies.  12 

Table 4.23 summarizes LUI’s grossed up taxes for the 2015 Historical Year, 2016 Bridge Year and 2017 13 

Test Year. Under the new accounting policies, LUI’s PILs amount is $134,477. 14 

Table 4.23: Income Tax Summary 15 

 16 

The income tax sheet from the Revenue Requirement Work Form is presented below as Table 4.24 and 17 

the PILs mode is being filed in conjunction with this application.  18 

 19 

 20 

 21 

 22 

 23 

 24 

Year Grossed-Up PILs

2012 Board Approved $22,112

2012 Actual $534,948

2013 Actual $74,753

2014 Actual $123,038

2015 Actual $104,291

2016 Bridge Year $133,534

2017 Test Year $134,477
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 1 

Table 4.24: Tax Provision for the 2017 Test Year 2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

Line 

No.
Particulars Application

Determination of Taxable Income

1 $726,705

2 ($353,721)

3 $372,984

Calculation of Utility income Taxes

4 Income taxes $98,841

5
Capital taxes

$ -

6 Total taxes

7 Gross-up of Income Taxes $35,636

8 Grossed-up Income Taxes $134,477

9

$134,477

10 Other tax Credits $ -

Tax Rates

11 Federal tax (%) 15.00%

12 Provincial tax (%) 11.50%

13 Total tax rate (%) 26.50%

$98,841

Utility net income before taxes

Adjustments required to arrive at taxable 

utility income

Taxable income

PILs / tax Allowance (Grossed-up Income 

taxes + Capital taxes)
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 1 

Ex.4/Tab 5/Sch.2 – Latest Filed Tax Return, Tax Assessments and Correspondence 2 

 3 

The utility’s latest tax return is presented in this Exhibit, Attachment C. 4 

LUI does not have any loss carry forwards. The financial statements are not different than the statement 5 

filed in this application. Therefore, financial statements have not been included with the tax return in 6 

Attachment C.  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.4/Tab 5/Sch.3 – Calculation of Tax Credits 1 

 2 

LUI is not claiming an Apprenticeship Training Tax Credit or Scientific Research and Experimental 3 

Development (“SRED”).  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.4/Tab 5/Sch.4 – Non-recoverable and Disallowed Expenses 1 

 2 

LUI has no donation other than LEAP, in calculation of revenue requirement.  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.4/Tab 5/Sch.5 – Integrity Checklist 1 

 2 

LUI attests that the following integrity checks have been completed in its application. In completing the PILs 3 

model, LUI attests that: 4 

 The depreciation and amortization added back in the application’s PILs model agree with the 5 

numbers disclosed in the rate base section of the application; 6 

 7 

 The capital additions and deductions in the UCC/CCA Schedule 8 agree with the rate base section 8 

for historic, bridge and test years; 9 

 10 

 Schedule 8 of the most recent federal T2 tax return filed with the application has a closing 11 

December 31st historic year UCC that agrees with the opening bridge year UCC at January 1st; 12 

 13 

 The CCA deductions in the application’s PILs tax model for historic, bridge and test years agree 14 

with the numbers in the UCC schedules for the same years filed in the application; 15 

 16 

 Loss carry-forwards, if any, from the tax returns (Schedule 4) agree with those disclosed in the 17 

application; 18 

 19 

 CCA is maximized even if there are tax loss carry-forwards; and 20 

 21 

 LUI does not have any loss carry forwards 22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 

 30 

 31 

 32 
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Ex.4/Tab 5/Sch.6 – Property Taxes 1 

 2 

LUI has forecasted the 2016 Bridge and 2017 Test Year property taxes using 2015 actual property taxes of 3 

$59,997 and increase to: 4 

2016: $61,167 5 

2017: $62,359 6 

The increase in 2016 and 2017 represent a 1.95% inflationary increase.  7 

 8 

 9 

 10 

 11 

 12 

 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 
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Conservation and Demand Side Management 1 

 2 

Ex.4/Tab 6/Sch.1 – Overview of CDM 3 

 4 

LUI filed its CDM Strategy with the OEB in accordance with the CDM Code for Electricity Distributors in the 5 

fall of 2010 for LUI’s 2011-2014 CDM portfolio. LUI began delivering CDM programs in 2011 in order to 6 

meet the mandated targets. The emphasis has been on Ontario Power Authority (“OPA”) Contracted 7 

Province-Wide Programs to residential and general service customers. LUI has not sought approval for 8 

Board-Approved CDM programs. LUI is currently in the process of using the 2015-2020 CDM portfolio.  9 

The IESO (formerly OPA) provides funding for LUI’s CDM programs. Funding the expenditures for the 10 

delivery of IESO Contracted Province-Wide Programs are kept separate and tracked in Non-Distribution 11 

Revenue Accounts in accordance with the guidance in Chapter 5, Accounting Treatment of the CDM Code.  12 

In addition, LUI has ensured that any function performed within the distribution company for CDM activity 13 

has been attributed and tracked in the non-distribution accounts. Therefore, CDM activities are not included 14 

in the calculation of revenue requirement or revenue offsets.  15 

LUI will not be applying for any OM&A costs related to the administration and delivery of CDM programs to 16 

be recovered through the revenue requirement.  17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 

 26 

 27 

 28 

 29 
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Ex.4/Tab 6/Sch.2 – LRAMVA 1 

 2 

On March 31, 2010, the Minister of Energy and Infrastructure issued a directive (the “Directive”) to the 3 

Board regarding electricity CDM targets to be met by licensed electricity distributors. The Directive required 4 

that the Board amend the licenses of distributors to add, as a condition of license, the requirement for 5 

distributors to achieve reductions in electricity demand through the delivery of CDM programs over a four-6 

year period beginning January 1, 2011. Section 12 of the Directive required that the Board have regard to 7 

the objective that lost revenues that resulted from CDM Programs should not act as a disincentive to a 8 

distributor. On April 26, 2012, the Board issued Guidelines for Electricity Distributor Conservation and 9 

Demand Management (“CDM Guidelines”). In keeping with the Directive, the Board adopted a mechanism 10 

to capture the difference between the results of actual, verified impacts of authorized CDM activities 11 

undertaken by distributors between 2011 and 2014 and the level of activities embedded into rates through 12 

the distributors load forecast in an LRAM variance account.  13 

Table 4.26: Summary of Requested LRAMVA Amounts (2011-2014) 14 

 15 

LUI has used the most recent input assumptions when calculating lost revenue and has relied on the 2014 16 

final evaluation report and the 2011-2014 Finalized CDM results from the IESO in support of its LRAM 17 

calculation for its contracted province-wide CDM programs (“OPA Programs”) for 2011-2013. Lost 18 

revenues are based on Board approved variable charges and carrying charges through to December 31, 19 

2016 are requested using the quarterly rates prescribed by the Board provided in Exhibit 9.  20 

LUI is not currently requesting recovery of lost revenue resulting from Board-approved programs.  21 

 22 

 23 

 24 

 25 

 26 

Particulars

2011 

LRAMVA

2012 

LRAMVA

2013 

LRAMVA

2014 

LRAMVA Total

Total LRAMVA - Pre 2011 Programs Completed in 2011 1,511 1,579 1,620 1,639

Total LRAMVA - 2011 OPA Program Results 7,267 7,488 7,620 7,140

Total LRAMVA - 2012 OPA Program Results 5,917 5,976 6,015

Total LRAMVA - 2013 OPA Program Results 10,211 10,221

Total LRAMVA - 2014 OPA Program Results 11,341

Total LRAMVA - 2014 OPA Program Results 8,778 14,984 25,427 36,356 85,545
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