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2.1.2 Executive Summary

Atikokan is requesting an increase to meet its revenue requirement; a revenue deficiency of
$142,951 from its existing Board Approved Distribution rates: EB-2015-0052. The revenue

deficiency was calculated from taking the 2017 Load Forecast times the existing distribution rates

Atikokan completed its Cost of Service Application in accordance with OEB Chapter 2 Filing

requirements for Electricity Distribution Rate Applications.

Operations, Maintenance and Administration including Billing and Collecting (“OM&A”) costs and
programs in this application represent Atikokan’s integrated set of asset maintenance and
customer activity needs to meet public and employee safety objectives; to comply with the
Distribution System Code, environmental requirements and government direction; and to maintain
distribution business service quality and reliability at targeted performance levels; ensuring the
Town of Atikokan is provided with safe, reliable and affordable electricity. OM&A costs also
include providing services to customers connected to Atikokan’s distribution system and meeting
the requirements of the OEB’s Standard Supply Service Code and Retail Settlement Code. This
also includes costs to contributing and achieving the new Renewed Regulatory Framework
performance outcomes of Customer Focus, Operational Effectiveness and Public Policy
Responsiveness. While Atikokan strives to meet or exceed all stakeholder requirements, it all
comes at a cost and with a declining customer count it puts added pressure on the remaining

customers.

Atikokan Hydro Inc. has prepared this Distribution System Plan in accordance with the Ontario
Energy Board’s Chapter 5 Consolidated Distribution System Plan Filing Requirements. This
Distribution System Plan is for the period of 2017 through 2021. This is Atikokan Hydro’s first
Distribution System Plan; therefore, there are no previously filed plans to compare to. Atikokan
Hydro’s Distribution System Plan supports the Cost of Service Rate Application.

Atikokan has organized the required information using the section headings in the Distribution
System Plan Filing Requirements. Investment categories and activities have been grouped into
one of the four OEB defined investment categories below, based on the trigger driver of the

expenditure:
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e System access investments are modifications (including asset relocation) to a
distributor’s distribution system a distributor is obligated to perform to provide a
customer (including a generator customer) or group of customers with access to

electricity services via the distribution system

< System renewal investments involve replacing and/or refurbishing system assets to
extend the original service life of the assets and thereby maintain the ability of the

distributor’s distribution system to provide customers with electricity services.

= System service investments are modifications to a distributor’s distribution system to
ensure the distribution system continues to meet distributor operational objectives while

addressing anticipated future customer electricity service requirements

. General plant investments are modifications, replacements or additions to a
distributor’s assets that are not part of its distribution system; including land and
buildings; tools and equipment; rolling stock and electronic devices and software used
to support day to day business and operations activities

As part of the Distribution System Plan Atikokan Atikokan Hydro submitted its Renewable Energy
Generation Investments Plan to the OPA for comment July 15, 2016. As concluded in Atikokan’s
Renewable Energy Generation Plan Atikokan Hydro is not aware of any future new connections
or generation impacts. Provided the future is consistent with the last few years minimal to no
activity, Atikokan Hydro does not find it prudent to make investments or apply for rates to support
investments to support renewable FIT installations in this filing period. Therefore Atikokan has no
investments included in this DSP relation to REG investments. Atikokan believes its existing

configuration of its distribution system accommodates the current needs

Atikokan Hydro Inc. (Atikokan) goals have not changed, striving to deliver power efficiently
without unwarranted power outages; continue open communication with customers. Always
keeping customers in mind when applying for new rates or making changes that would affect

them.
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Atikokan is applying to increase its Rate Base to continue operations and maintenance.
Infrastructure is aging and thru our DSP and routine checks are addressing discretionary and

non-discretionary spending for replacement and repairs.

2.1.3 Administration

Contact for this Cost of Service EB-2016-0056:

e Atikokan Hydro Inc. ED-2003-0001

e Jennifer Wiens, CEO, Secretary/Treasurer
e 117 Gorrie Street

o PO Box 1480

e Atikokan, Ontario POT 1CO

e Telephone: 807-597-6600

e Fax: 807-597-6988

e Email: jen.wiens@athydro.com

e Website: www.athydro.com

Atikokan had contacted Borden Ladner and Gervais for consultation and completion of the Load
Forecast Exhibit 3.

Atikokan confirms its website is www.athydro.com. Atikokan uploads documents as required.
After this COS is delivered to Ontario Energy Board (OEB) documents of this application will be

available on the OEB website. Atikokan utilizes no other social media accounts.

Atikokan’s proposed rate class changes are outline in Exhibit 7 (Cost Allocation Model) and the
Revenue Requirement Work Form. The proposed changes are to align both General Service >
50 and Street lighting rate class within the Board Cost Policy Range. Both exceed the allowable
range. Atikokan proposes to continue towards moving the Residential rate class to a fully fixed
monthly service charge as OEB directive. The 10" percentile and low volume residential
customers have the greatest bill impact as a result of the proposed changes. The increase
exceeds 10%.

Atikokan confirms bills impacts are presented in OEB format requested.
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Form for Hearing Requested

Atikokan request that this Application be disposed of by way of a written hearing if applicable to
minimize costs.

DATED at Atikokan, Ontario this 3" day of October 2016.

Publication if requested for a hearing by the OEB or for that matter by our customers would be

published in our local weekly paper the Atikokan Progress.

The effective date for implementation of rate within this application is May 1, 2017.

Atikokan has not deviated from these filing requirements.

Atikokan has not made any changes in methodologies used in previous applications.
Atikokan confirms billing frequency for all customers is monthly since October 2010.
Atikokan has not conducted any studies since previous COS EB-2011-0293.

Conditions of Service are available and shared with our customers.

Atikokan confirms we have not made OEB unapproved changes in our Conditions of Service.

Atikokan confirms that there are no rate or charges listed in the Conditions of Service that are not

on the distributor’s Tariff of Rates and Charges.
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CORPORATE ENTITIES RELATIONSHIP CHART:

There are no additional corporate entities:

Atikokan Hydro Inc

VR
Town of Atikokan

~

Atikokan Enercom
Inc.

}
}

H
(

Board of Directors

H

CEO

N

2 Administration
Assistants

NS

H

N

3 Linepersons

NS

1 Working Line
Foreperson

)

1 Part Time Customer
Service Rep

N

Atikokan is not seeking any new rate classifications nor eliminating rate classifications. Atikokan

is requesting an increase to meet its revenue requirement. OM&A costs and programs in this

application represent Atikokan’s integrated set of asset maintenance and customer activity needs

to meet public and employee safety objectives; to comply with the Distribution System Code,

environmental requirements and government direction; and to maintain distribution business

service quality and reliability at targeted performance levels; ensuring the Town of Atikokan is

provided with safe, reliable and affordable electricity. OM&A costs also include providing services



a U0 A W N R

~N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

30

31

Atikokan Hydro Inc.

Exhibit 1 Administrative Documents
Page 8 of 21

Filed: October3, 2016

to customers connected to Atikokan’s distribution system and meeting the requirements of the

OEB’s Standard Supply Service Code and Retail Settlement Code. This also includes costs to

contributing and achieving the new Renewed Regulatory Framework performance outcomes of

Customer Focus, Operational Effectiveness and Public Policy Responsiveness. While Atikokan

strives to meet or exceed all stakeholder requirements, it all comes at a cost and with a declining

customer count it puts added pressure on the remaining customers.

Applicant is seeking for rate riders to outstanding December 2015 balances with assumed interest
to April 30, 2017.

A list of specific approvals requested are as follows:

Approval to charge distribution rates effective May 1, 2017 to recover a service revenue
requirement of $1,518,488 which includes a revenue deficiency of $142,951. The
schedule of proposed rates is set out in Exhibit 8. This includes continuing to transition to
a fully fixed residential service charge.

Approval of Distribution System Plan as outlined in Exhibit 2

Approval to adjust the Retail Tranmission Rates - Network and Connection as detailed in
Exhibit 8

Approval to continue to charge Wholesale Market, Ontario Electricity Support Program
and Rural Rate Protection Charges approved in the Board Decision and Order in the
matter of Atikokan Hydro's 2016 Distribution Rates (EB-2015-0052).

Approval to continue the Specific Service Charges and Transformer Allowance approved
in the Board Decision and Order in the matter of Atikokan Hydro's 2016 Distribution Rates
(EB-2015-0052).

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

Approval to close out account 1555 (Stranded Meter Costs) as per Exhibit 9 outlines.
Approval adjust/update LRAM Account 1568 as per LRAMVA Workform

Approval of the rate riders for a one year disposition of the Group 1 and Group 2 and Other
Deferral and Variance Accounts as detailed in Exhibit 9.

Approval to accept the actual 2016 IFRS expense as per Exhibit 9.
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2.1.4 Distribution System Overview

DISTRIBUTION SERVICE TERRITORY AND DISTRIBUTION SYSTEM:
Description of Distributor:

Community served is Urban and Rural areas of the Town of Atikokan. The total service area is
380 square km. Atikokan has distribution of Electricity. Atikokan’s municipal population is

approximately 2800.

Map 1 show the Town of Atikokan and indicated the area and the 6 different Feeders in town and

from Substation Moose Lake TS.
Map 2 below shows Atikokan’s distribution service area including the two 44 kV lines.
Atikokan is not a host distributor nor embedded.

Atikokan confirms it has no transmission or high voltage assets.
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2.1.5. Application Summary

The details of Atikokan’s application are as follows:

A: Revenue Requirement

Atikokan is requesting a service revenue requirement of $1,518,488 offset by other revenue of

$102,770 for a base revenue requirement of $1,415,718 or a revenue deficiency of $142,951 from

Atikokan’s approved proceeding; EB-2015-0052. This is also represented as a 10.39% increase.

Atikokan’s main drivers of the revenue deficiency are as follows with the main driver being

salaries, wages and benefits.
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Revenue Requirement Last Rebasing

Input Factors Year 2012 2017 Test Year Variance

Distribution Revenue - Existing Rates 1,272,766
OM&A 1,030,000 1,097,396 67,396
Depreciation 150,398 197,470 47,072
Property Tax - 20,007 20,007
PILS 9,297 12,234 2,937
Other Expenses 2,261 - 2,261
Return on Debt (interest) 68,490 65,654 |- 2,836
Return on Equity 102,126 125,726 23,600
Total 1,358,050 1,518,487 160,437
Other Revenue (Offsets) 125,235 102,770 |- 22,465

Revenue Deficiency 142,952
Rate Base 2,799,500 3,420,195 620,695
Working Capital Allowance Factor 15% 7.5% -7.50%

B: Budgeting and accounting assumptions

Economic overview for Atikokan is that the town is still has a slow declining customer base. The

changes have been minimal but our load forecast is showing an accurate decrease.

Atikokan accounting standard used in each year since our last COS EB-2011-0293 has been

MIFRs. There are no impacts of change in this COS. No further discussion.

C: Load Forecast Summary

Atikokan’s total customer count/connections are nearly dropped 2% from the 2012 Board
Approved to the Forecasted 2017 Test Year. On the contrary Atikokan’s Board Approved kwh
sales was 23,044,164 and is forecasted to be $27,331,580 kwh for the 2017 year respectively;

this is mainly a result of a change in the GS customer rate class.
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The Load Forecast model, Exhibit 3 was completed by Borden, Ladner, Gervais using the board

approved regression analysis used in the 2012 COS application. The below table supports the

change in customer count and consumption.

2012 Board
LOAD COMPARISION Appro‘z/aer d 2012 Actual | 2013 Actual | 2014 Actual | 2015 Actual | 2016 Bridge 2017 Test

Billed Kwh 23,044,163 21,958,203 22,559,900 23,377,488 32,370,291 27,232,313 27,331,580
Billed kW 26,091 23,785 23,130 26,091 52,335 35,040 35,532
Residential

Customers 1,424 1,410 1,413 1,411 1,405 1,397 1,389

kWh 11,113,021 9,445,561 9,833,794 9,743,006 9,225,364 9,625,755 9,687,147
GS<50 kW

Customers 235 234 235 234 234 231 228

kWh 6,246,087 5,320,355 5,238,114 5,315,999 5,110,232 5,275,055 5,139,223
GS>50 kW

Customers 15 20 18 19 19 17 17

kWh 5,218,563 6,722,750 7,020,268 7,851,921 17,571,100 11,869,754| 12,043,461

kw 13,872 22,335 21,680 24,636 50,899 33,610 34,102
Street Lights

Connections 623 635 635 633 628 625 625

kWh 466,493 469,537 467,724 466,563 463,596 461,749 461,749

kw 1,316 1,450 1,450 1,455 1,436 1,430 1,430
Total of Above

Customer/Connections 2,297 2,299 2,300 2,297 2,286 2,270 2,260

kWh 23,044,164 21,958,203 22,559,900 23,377,488 32,370,291 27,232,313 27,331,580

kW from applicable classes 15,188 23,785 23,130 26,091 52,335 35,040 35,532

D: Rate Base and DSP

The main driver of the DSP is System Renewal; to replace distribution assets that have exceeded

their useful life but also general plant purchases for non-distribution assets will be required

including replace a Digger Derrick truck and other service trucks System

Atikokan is requesting a rate base of $3,420,196 for the 2017 Test year.

The change in both rate base and gross fixed assets for the 2012 Board Approved year vs the

2017 Test Year is respectively as follows:
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2012 Board Approved Rate Base
versus 2012 Board | 2017 Test | Variance | Variance
2017 Test Year Rate Base Approved Year $ %

Opening Balance Gross Fixed Assets 6,441,645

Ending Balance Gross Fixed Assets 6,947,717

Average Gross Fixed Assets 5,438,424 6,694,681 | 1,256,257 18.8%
Opening Balance Accumulated Depreciation 3,619,157

Ending Balance Accumulated Depreciation 3,676,042

Average Accumulated Depreciation 3,117,866 3,647,600 529,734 14.5%
Average Net Fixed Assets 2,320,558 3,047,082 726,524 23.8%
Working Capital 3,370,408 4,974,857 | 1,604,449 32.3%
Working Capital Allowance 478,942 373,114 (105,828) -28.4%
Total Rate Base $2,799,500( $3,420,196| $620,696 18.1%
Working Capital Factor 15.0% 7.5%

Atikokan’s total capital expenditures for the 2017 tests year is $635,740 and is mainly attributable

to purchases in USoA 1930; Transportation Equipment.

E: Operations, maintenance and administration expense
The change in OM&A from Board Approved 2012 rebasing Year to the proposed 2017 Test Year

is summarized below:

Last Rebasing Year
(2012 Board-Approved) | 2017 Test Year Variance

Operations 345,329 376,877 31,548
Maintenance 41,177 120,741 79,564
Billing and Collecting 150,191 184,336 34,145
Community Relations - - -
Administrative and General 493,303 415,442 (77,861)
Total OM&A Expenses 1,030,000 1,097,396 67,396
%Change (year over year) 6.5%

Atikokan used the OEB approved inflation rate of 1.95 whereby expenses could not be predicted

or increases were unknown.

The following table summarizes the Total Compensation change over the years 2012, 2013, 2014,
2015, 2016 Bridge Yearend 2017 Test Year. The Board Approved Total Compensation of
$674,232 increased by $62,989 or 9.34% to 2017 the Test Year amount of $737,221.
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Last Rebasing | Last Rebasing .
Year-2012- | Year-2012- | 2013Actuals | 2014 Actuals | 2015 Actuals 201?(5::196 201Y7e;e51
Board Approved Actual

Number of Employees (FTEs including Part-Time)*
Management (including executive)
Non-Management (union and non-union) 8 8 7 8 9 8 8
Total 8 8 7 8 9 8 8
Total Salary and Wages including ovetime and incentive pay
Management (including executive)
Non-Management (union and non-union) $ 562,651 | $ 548,936 | $ 488,418 [ $ 534,594 | $ 602,852 | $ 606,373 | $ 609,591
Total $ 562,651 [ $ 548,936 [ $ 488,418 [ $ 534,594 | $ 602,852 | $ 606,373 [ $ 609,591
Total Benefits (Current + Accrued) 2
Management (including executive)
Non-Management (union and non-union) $ 111,581 | $ 113,138 [ $ 105,683 [ $ 107,577 [ $ 119,324 [ $ 123,000 | $ 127,630
Total $ 111,581 [ $ 113,138 [ $ 105,683 [ $ 107,577 [ $ 119,324 [ $ 123,000 [ $ 127,630
Total Compensation (Salary, Wages, & Benefits)
Management (including executive) $ - $ - $ - $ - $ - $ - $ -
Non-Management (union and non-union) $ 674,232 [ $ 662,074 [ $ 594,101 [ $ 642,171 [ $ 722,176 [ $ 729,373 [$ 737,221
Total $ 674,232 [$ 662,074 [ $ 594,101 [$ 642,171 [ $ 722,176 [ $ 729,373 [$ 737,221

F: Cost of Capital
Atikokan Hydro (“Atikokan”) followed the Report of the Board on Cost of Capital for Ontario’s

Regulated Utilities (the “Cost of Capital Report”) dated December 11, 2009, to determine its
capital structure and relied on the Board’s letter titled Cost of Capital Parameter Updates for 2016

Applications dated October 15, 2015 for the cost of capital parameters.

These OEB determined Cost of Capital parameters are as follows:

10

11
12

13

14
15

16
17
18
19
20

21
22
23

ROE 9.19%
Deemed LT Debt rate 4.54%
Deemed ST Debt rate 1.65%

Atikokan acknowledges these Cost of Capital parameters are subject to change upon release of

the Cost of Capital Parameters for 2017 Applications.

G: Cost Allocation and Rate Design
Atikokan did not deviate from OEB cost allocation rate design. The Cost Allocation Model is

designed to structure rate classes within the Board Policy Range. Both General Service > 50 and

Street lighting were above the maximum Board Policy Range (120%). For this reason, these two

rate classes were lowered and consequently Residential rate class was increased to

accommodate. Of Residential and General Service < 50; Residential had the lowest Cost

Allocation percentage. All Proposed Ratio changes are within the policy range and are as follows.

o Residential status ratios currently at 87.26% and move to 91.24%

e General Service <50 kW status ratios currently at 112.64% are proposed to remain at

112.64%
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e General Service >50 — 4,999 kW status ratio is 125.69% which is over the policy range

and proposed to be at 120%.

e Street Lighting status ratio is 153.19% which is over the policy range and proposed to be

at 120%.

Atikokan proposes to implement the third year of this policy bringing this fixed/variable rate to

90.63% / 9.37% ratio for the residential rate class. Atikokan has no proposed mitigation plans.

H: Deferral and Variance Accounts

Atikokan proposes a disposition period of one year for its rate riders. Atikokan confirms it has no

DVA accounts requested.

The total Deferral and Variance Non-RPP balance requested to be disposed of is $46,066 and
$80,506 for RPP. Exhibit 9 goes into greater detail.

@ Ontario Energy Board

'017 Deferral/Variance Account Workform

Amounts from GENERAL GENERAL SERMCE | STREET
Sheet 2 Mlocator \RESIDENTIAL | ce punc < soiwy| 50 TO 4999W  |LIGHTING
L% Wariance Account 1550 0 K 0 0 0 0
Srriart Metering Erfity Charge Yariance Accourt 1551 33 # of Custorrers
RSWA - Wholesale Market Service Charge 1580 (67.349) K (23871) (12,664 (29.677) (1,138)
RSWA - Retail Transtrission Metwork Charge 1584 5919 Kb 2,098 1,113 2608 100
RSYA - Betail Transrrission Connection Charge 1586 (1.513) K (536 (285) (BE7) (28]
RSWA - Power (excluding Global Adjustrrert) 1588 [31.951) Kb (11,335) (6,013 (14,092 (5407
RSWA - Global Adjustrrent 1589 46,066 IoreRPP Kitvh 613 287 43,392 1,664
Total of Group 1 Accounts {excuding 1589 (94,892 (33644) (17.819) (41,828) (1,604)
Cther Pegulatory Assets- Sub-Acc ount - Deferred IFRS Transtion Costs 1508 57,730 K 20461 10,855 25438 975
Petail Cogt Variance Ac count - Retail 1518 12780 Kb 4,529 2403 5631 216
Petail Cogt Variance Account- 5TR 1545 9,420 Kb 3,339 1,771 4151 159
Smart Meter Stranded Meter’ Residual balance 15545 576 Kb 204 108 254 10
Total of Group 2 Accounts 80,506 28.534 15,138 35,474 1,360
LRAM Variance Acc ount (Enter dollar amount for each class) [ 1568 7.263 2 446 4733 | 85 [ o |
{Accourt 1568 - total arnourt allocsted to classes) 7264
Variance {0y
Total of Group 1 Accounts { 1550, 1551, 1584, 1586 and 1595) 4,405 1,561 828 1.941 i1
Total of Account 1580 ared 1588 inot_alocated to WiPs) (99,330 (35,206} (18.677) (43, 769) (1.678) |
Balance of Account 1589 Allocated to Non \WWPs 46,066 613 397 43,392 1.664

| Grow 2 Accounts {including 1592, 1532) | 80506 | 28531 15138 | 3,474 [ 1360

ended

Account 1589 reference calculation by customer and consurmption

Account 1589 / Nurrber of Custormers

B25.17

1589/ total kwh

$0.0017
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A summary of the total bill impact scenarios completed by Atikokan for typical customers in all

customer classes is summarized below. All scenarios were below the

A typical Residential customer is an increase of 6.3% or $10.53;

A typical General Service < 50 customer increased by $4.97 or 2.8%;

A typical General Service > 50 customer decreased by 675.78 or 6.3%; and

Whereby Street lighting decreased by $2,051.81 or 11.3%

RATE CLASSES / CATEGORIES Units A S"b'g’tal < A I°Eta+| <

(eg: Residential TOU, Residential Retailer) o = 5 o0 5 m s m
RESIDENTIAL SERVICE CLASSIFICATION - RPP kwh $ 7.82 17.1% $ 9.10 16.9% $ 9.24 15.3% $ 10.53 6.3%
RESIDENTIAL SERVICE CLASSIFICATION - RPP kWh $ 8.92 22.6% $ 9.16 22.0% $ 9.18 21.4% $ 10.39 15.4%
RESIDENTIAL SERVICE CLASSIFICATION - RPP kWh S 8.19 18.7% $ 9.12 18.4% $ 9.2 16.9% $ 10.48 7.8%
RESIDENTIAL SERVICE CLASSIFICATION - Non-RPP (Retailer) kWh B 7.82 17.1% B 4.18 7.1% 3 431 6.6% S 4.97 2.8%
GENERAL SERVICE LESS THAN 50 KW SERVICE CLASSIFICATION - RPP kWh S 17.37 17.9% B 20.98 18.0% S 21.30 16.2% $ 24.32 5.6%
GENERAL SERVICE LESS THAN 50 KW SERVICE CLASSIFICATION - RPP kwh S 22.47 21.1% $ 27.89 20.6% $ 2837 17.9% $ 3243 5.4%
GENERAL SERVICE LESS THAN 50 kKW SERVICE CLASSIFICATION - Non-RPP (Retaill  kwh s 17.37 17.9% B (18.15) 11.6% S (17.83) -10.4% S (19.89) -4.2%
GENERAL SERVICE 50 TO 4,999 KW SERVICE CLASSIFICATION - Non-RPP (Other) kW S 23.46 2.9% S (745.92) -47.3% S (745.92) -39.6% B (675.78) -6.3%
GENERAL SERVICE 50 TO 4,999 KW SERVICE CLASSIFICATION - Non-RPP (Retailen)|  kw' s 20.77 2.3% B (1,079.38) -53.7% S (1,079.38) -44.1% S (1,030.58) -8.3%
GENERAL SERVICE 50 TO 4,999 KW SERVICE CLASSIFICATION - Non-RPP (Other) kW S (46.56) -1.3% S (9,422.98) -73.3% 3 (9,422.98) -55.8% $ (9,167.44) -9.7%
STREET LIGHTING SERVICE CLASSIFICATION - Non-RPP (Other) kw 3 (1,381.79) -14.6% 3 (1,930.67) -19.3% 3 (1,930.67) -18.8% $ (2,051.81)]  -11.3%

2.1.6

Customer Engagement

Atikokan has concluded customer engagement activities as per OEB filing requirement Appendix

2-AC

Appendix 2-AC

Customer Engagement Activities Summary

Provide a list of customer engagement activities

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

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

In-Office Customer Senvice and Direct Customer Interaction

Customers need local office for customer payments and
inquiries including assistance and suppport for arrears
management.

Local office open five days a week accepting bill payments and
handling inquiries face to face. Office staff also provide support in
completing and faxing financial assistance applications for
customers.

CDM Programs

Customers express the interest of CDM programs to become
greater efficient and lower consumption use; lowering their
monthly electricity bill.

Marketing of programs and provide assistance to available
resources for CDM program details.

Electrical Safety Awareness Sunvey

Good general knowledge of electrical hazards and safety

No concerns at this time.

Customer Satisfaction Suney

Annual sunvey conducted to identify areas where Atikokan
Hydro is performing well and areas that need improvement.
Sunwey identified customer are mostly satisfied with senvice.
Both price and continued reliability are main concerns.

Continue to keep customers neesd and preferences insight when
making decisions affecting rate base and mitigate rates where
controllable. Survey identified Atikokan could improve on
communication. Atikokan has budgeted to make changes to
website as a form of communication.

Leap Funds to Social Agency

Low-income customers need assistance to pay high heating
costs.

Atikokan, among other LDCs are mandated to contribute funds
to social agencys for the LEAP to support low-income
customers in need of resources for paying bills in arrears. The
distribution of these funds show this program is highly utillized
and needed.

Christmas Tree

Atikokan Hydro sets up a customer donated tree downtown
with lights for community spirit and town initative.

Atikokan Hydro crew setup community Christmas tree and
decorate.

Christmas Parade

Financial Assistance Programs

Low-income customers need assistance to pay high heating
costs.

Atikokan Hydro continuously promotes emergency financial
assistance programs and arrears management to help low

income customers having difficulty paying their electricity bill.

Town Trees Yearly $2000

Need to replant trees in the community.

Atikokan Hydro gives the Town of Atikokan $2000 a year to help
towards the costs of replanting trees in the community. Many
trees are removed each year in vegatation control efforts. The
funds are to contribute towards replanting.

E-billing - Online account senices

Customers need alternate billing methods. Customers need
consumption data, inwoice and payment history.

Provides alternative bill access. Useful tool for those monitoring
consumption or high bill concerns.
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2.1.7 Performance Measurement

Atikokan Hydro is continually working to improve performance and is motivated by the OEB’s
distributor benchmarks and Service Quality Requirements within Section 7 of the Distribution
System Code but also driven by the paybacks to Atikokan Hydro’s local ratepayers
(consumers) as a result of improved performance. The OEB Scorecard is modelled to
monitor performance and as such Atikokan utilizes it as a benchmark.

In 2015, Atikokan Hydro (“Atikokan”) mainly performed well in all areas of the scorecard.

Atikokan Hydro met or exceeded all performance objectives with the exception of its deemed
Return on Equity. Atikokan Hydro continues to strive to meet or exceed its scorecard
performance and maintain reliability of supply to its customers with minimal interruptions.

Atikokan understands Atikokan Hydro customers are primarily concerned with the cost of
power and their total electricity bill and reliability as feedback from those who participated in
Atikokan Hydro’s in house customer satisfaction survey. Atikokan strives to minimize the cost
per customer impacts. Similar to other LDC’s, aging infrastructure and a decline in customer
count continues to be a challenge for the utility but must be maintained for safety and reliable

supply of electricity to those serviced by Atikokan Hydro.

The total cost and efficiency ranking was developed by Pacific Energy Group (PEG), an
independent third party consultant of the OEB. The electricity distributors are divided into five
groups based on the magnitude of the difference between their respective individual actual
and predicted costs. In 2015Atikokan Hydro was placed in Group 3, where a Group 3
distributor is defined as having actual costs within +/- 10 percent of predicted costs. Group 3
is considered “average efficiency” - - in other words Atikokan Hydro’s costs are within the
average cost range for distributors in the Province of Ontario. This 2015 grouping in group 3
is an improvement for Atikokan Hydro from the prior year 2014 whereby Atikokan fell within
Group 4 with actual costs 10-25% of predicted costs. Atikokan Hydro is continually striving

to become more efficient.
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2.1.8 Financial Information

Atikokan Hydro’s last two years of Financial Statements included in Attachment A.

The following are not applicable:
¢ Annual report and management discussion and analysis
e Rating agency report
o No Prospectuses
¢ No Change in tax status
¢ No departures from accounting order
¢ No departures from USoA
¢ No non-distribution businesses as generation.

As the 2015 Audited Financial Statements illustrate, Atikokan Hydro has transitioned to IFRS.

2.1.9 Distributor Consolidation
Atikokan has not amalgamated or consolidated.
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www.bdo.ca Fort Frances ON P9A 1H1 Canada

Independent Auditor's Report

To the Shareholder of Atikokan Hydro Inc.

We have audited the accompanying financial statements of Atikokan Hydro Inc., which are comprised of
the statements of financial position as at December 31, 2015, December 31, 2014, and January 1, 2014,
and the statements of comprehensive income, the statements of changes in equity and the statements
of cash flows for the years ended December 31, 2015, and December 31, 2014, and a summary of
significant accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation of these financial statements in accordance with
International Financial Reporting Standards, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

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

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

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

Opinion

In our opinion, the financial statements present fairly in all material respects, the financial position of
Atikokan Hydro Inc. as at December 31, 2015, December 31, 2014, and January 1, 2014, and the results
of its operations and its cash flows, for the years ended December 31, 2015, and December 31, 2014, in
accordance with International Financial Reporting Standards.

_BD@ Cﬂm)ﬂ’\)ﬁ %

Chartered Professional Accountants, Licensed Public Accountants

Fort Frances, Ontario
April 21, 2016

BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO
network of independent member firms. 2



Atikokan Hydro Inc.
Statement of Financial Position

December 31, December 31, January 1,
December 31 2015 2014 2014
Assets
Current assets
Cash and cash equivalents $ 540,928 § 321,373 § 63,687
Accounts receivable (Note 5) 365,061 466,001 347,705
Unbilled revenue 560,545 392,027 394,419
Inventory (Note 4) 113,968 102,639 118,739
Prepaids 44,246 16,847 42,549
Total current assets 1,624,748 1,298,887 967,099
Property, plant and equipment (Note 6) 2,722,623 2,652,650 2,390,666
Deferred income taxes (Note 7) 104,084 106,697 149,643
Total non-current assets 2,826,707 2,759,347 2,540,309
Regulatory deferral account debits and related
deferred tax (Note 14) 65,853 145,207 96,571

$ 4,517,308 S 4,203,441 S 3,603,979

Liabilities
Current liabilities
Accounts payable (Note 9) $ 989,489 § 826,512 § 570,136
Customer deposits (Note 8) 15,351 11,567 13,340
Payments in lieu of Corporate taxes (Note 7) 32,312 5,185 -
Current portion of long-term debt (Note 10) 117,722 117,722 117,722
1,154,874 960,986 701,198
Customer deposits (Note 8) 99,323 104,102 120,061
Long-term debt (Note 10) 529,618 647,342 638,065
Contributions in aid of construction 19,666 20,123 -

1,803,481 1,732,553 1,459,324

Shareholder's equity

Share capital (Note 11) 2,539,963 2,539,963 2,539,963
Retained earnings (deficit) 58,784 (175,772) (544,951)
2,598,747 2,364,191 1,995,012

Regulatory deferral account credits and related
deferred tax (Note 14) 115,080 106,697 149,643

$ 4,517,308 S 4,203,441 S 3,603,979

On behalf of the Board:
Director
Director

The accompanying notes are an integral part of these financial statements.



Atikokan Hydro Inc.
Statement of Comprehensive Income

For the year ended December 31 2015 2014
Revenue
Sale of energy $ 4,044,106 S 2,655,965
Distribution revenue 1,405,040 1,364,033
Rent from electric property 31,625 31,625
Miscellaneous revenue 94,710 105,172
Demand management program revenue 127,412 94,025

5,702,893 4,250,820

Expenses (Note 16)

Administration 422,985 309,327
Amortization 180,844 196,885
Billing and collecting 186,154 180,534
Distribution expense operation 313,354 263,094
Distribution expense maintenance 131,756 153,751
Energy cost 3,996,866 2,728,772
Demand management program expense 127,412 94,025

5,359,371 3,926,388

Income from operating activities 343,522 324,432
Finance income (Note 17) 18,791 15,861
Finance cost (Note 17) (22,255) (23,414)
Loss on disposal of property, plant and equipment (16,690) (7,788)
Income before payment in lieu of Corporate taxes 323,368 309,091

Provision for payment in lieu of Corporate taxes
Current (Note 7) (41,572) (12,719)

Income for the year before net movements in regulatory
deferral account balances 281,796 296,372

Net movement in regulatory deferral account balances related
to profit or loss and the related deferred tax movement (47,240) 72,807

Profit for the year and net movements in regulatory deferral
account balances S 234,556 § 369,179

The accompanying notes are an integral part of these financial statements.



Atikokan Hydro Inc.

Statement of Changes in Equity

Retained
Share Earnings
Capital (Deficit) Total
Balance at January 1, 2014 S 2,539,963 S (544,951) S 1,995,012
Profit for the year and net
movements in regulatory
deferral account balances - 369,179 369,179
Other comprehensive
income, net of tax -
Dividends - -
December 31, 2014 2,539,963 (175,772) 2,364,191
Profit for the year and net
movements in regulatory
deferral account balances - 234,556 234,556
Other comprehensive
income, net of tax - -
Dividends -
December 31, 2015 $ 2,539,963 $ 58,784 $ 2,598,747

The accompanying notes are an integral part of these financial statements.



Atikokan Hydro Inc.
Statement of Cash Flows

For the year ended December 31 2015 2014
Cash provided by (used in)
Operating activities
Profit for the year and net movements in regulatory deferral
account balances $ 234,556 § 369,179
Adjustments to reconcile income to net cash used in operating
activities
Amortization 180,844 196,885
Loss on disposal of property, plant and equipment 16,690 7,788
Deferred taxes 2,613 45,964
434,703 619,816
Changes in non-cash working capital balances
Accounts receivable 100,939 (118,296)
Unbilled revenue (168,518) 2,392
Inventory (11,329) 16,100
Prepaids (27,399) 25,703
Accounts payable 162,977 256,375
Contribution in aid of construction (457) 20,123
Payment in lieu of Corporate taxes payable 27,127 5,185
518,043 827,398
Investing activities
Net increase in property, plant and equipment (267,507) (466,656)
Changes in regulatory deferral account balances 87,737 (94,601)
(179,770) (561,257)
Financing activities
Increase (decrease) in long-term debt (117,723) 9,277
Decrease in customer deposits held (995) (17,732)
(118,718) (8,455)
Increase in cash during the year 219,555 257,686
Cash and cash equivalents, beginning of year 321,373 63,687
Cash and cash equivalents, end of year $ 540,928 § 321,373
Supplementary cash flow information
Total interest paid S 22,255 § 23,414

The accompanying notes are an integral part of these financial statements.



Atikokan Hydro Inc.
Notes to Financial Statements

December 31, 2015

1

Corporate Information

Atikokan Hydro Inc.'s (the "Corporation") main business activity is the distribution of
electricity. The Corporation owns and operates an electricity distribution system, which
delivers electricity to approximately 1,660 customers located in Atikokan, Ontario. The
address of the Corporation's corporate office and principal place of business is 117 Gorrie
Street, P.0O. Box 1480, Atikokan, Ontario, Canada.

The sole shareholder of the Corporation is the Corporation of the Town of Atikokan.

The Corporation was incorporated under the Ontario Business Corporations Act on March
7th, 2000. The Corporation distributes electricity to residents and businesses in the Town
under a license issued by the Ontario Energy Board ("OEB"). The Corporation is regulated by
the OEB and adjustments to the Corporation's distribution and power rates require OEB
approval.

Regulatory risk is the risk that the Province and its regulator, the OEB, could establish a
regulatory regime that imposes conditions that restrict the electricity distribution business
from achieving an acceptable rate of return that permits financial sustainability of its
operations including the recovery of expenses incurred for the benefit of other market
participants in the electricity industry such as transition costs and other regulatory assets.
All requests for changes in electricity distribution charges require the approval of the OEB.

Regulatory developments in Ontario’s electricity industry, including current and possible
future consultations between the OEB and interested stakeholders, may affect distribution
rates and other permitted recoveries in the future. Atikokan Hydro Inc. is subject to a cost
of service regulatory mechanism under which the OEB establishes the revenues required (i)
to recover the forecast operating costs, including depreciation and amortization and income
taxes, of providing the regulated service, and (ii) to provide a fair and reasonable return on
utility investment, or rate base. As actual operating conditions may vary from forecast,
actual returns achieved can differ from approved returns.

Basis of Preparation
a) Statement of Compliance

The financial statements of Atikokan Hydro Inc. have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) as issued by the International
Accounting Standards Board (“IASB”) and interpretations as issued by the International
Financial Reporting Interpretations Committee (“IFRIC”) of the IASB.

These are the Corporation's first financial statements prepared in accordance with IFRS and
IFRS 1 First-time Adoption of international Financial Reporting Standards has been applied.
They should be read in conjunction with the 2014 Canadian generally accepted accounting
principles (“Canadian GAAP”) financial statements and related notes. In this context, the
term “Canadian GAAP” refers to generally accepted accounting principles before the
adoption of IFRS. An explanation of how the transition to IFRS has affected the reported
financial position, financial performance and cash flows of the Corporation is provided in
Note 21.

The financial statements were authorized for issue by the Board of Directors on April 21,
2016.



Atikokan Hydro Inc.
Notes to Financial Statements

December 31, 2015

2, Basis of Preparation (continued)
b) Basis of Measurement

The financial statements have been prepared on a historical cost basis. The financial
statements are presented in Canadian dollars (CDNS), which is also the Corporation’s
functional currency, and all values are rounded to the nearest dollar, unless otherwise
indicated.

The preparation of financial statements in compliance with IFRS requires management to
make certain critical accounting estimates. It is also requires management to exercise
judgment in applying the Corporation’s accounting policies. The areas involving a higher
degree of judgment, complexity, or areas where assumptions and estimates are significant to
the financial statements are disclosed in Part (d).

c) Explanation of Activities Subject to Rate Regulation

Atikokan Hydro Inc., as an electricity distributor, is both licensed and regulated by the
Ontario Energy Board “OEB” which has a legislative mandate to oversee various aspects of
the electricity industry. The OEB exercises statutory authority through setting or approving
all rates charged by the Corporation and establishing standards of service for the
Corporation’s customers.

The OEB has broad powers relating to licensing, standards of conduct and service and the
regulation of rates charged by the Corporation and other electricity distributors in Ontario.
The Ontario government enacted the Energy Competition Act, 1998, to introduce competition
to the Ontario energy market. Rates are set by the OEB on an annual basis for May 1 to April
30.

d) Judgement and Estimates

The preparation of financial statements in compliance with IFRS requires management to
make certain critical accounting estimates. It also requires management to exercise
judgment in applying the Corporation’s accounting policies. The areas involving critical
judgments and estimates in applying accounting policies that have the most significant risk of
causing material adjustment to the carrying amounts of assets and liabilities recognized in
the financial statements within the next financial year are:

e The calculation of the impairment of accounts receivables (Note 5);

» The determination of useful lives of property, plant and equipment (Note 6);

¢ The calculation of regulatory deferral account balances (Note 14); and

e The determination for the provision for Payment in Lieu of Taxes since there are many
transactions and calculations for which the ultimate tax determination is uncertain (Note
7).

In addition, in preparing the financial statements the notes to the financial statements were
ordered such that the most relevant information was presented earlier in the notes and the
disclosures that management deemed to be immaterial were excluded from the notes to the
financial statements. The determination of the relevance and materiality of disclosures
involved significant judgement.



Atikokan Hydro Inc.
Notes to Financial Statements

December 31, 2015

3.

Summary of Significant Accounting Policies

The accounting policies set out below have been applied consistently to all periods
presented in these financial statements and in preparing the opening IFRS Statement of
Financial Position at January 1, 2014, for the purpose of the transition to IFRS unless
otherwise indicated.

a) Regulatory Deferral Accounts

The Corporation has early adopted IFRS 14 Regulatory Deferral Accounts. In accordance with
IFRS 14, the Corporation has continued to apply the accounting policies it applied in
accordance the pre-changeover Canadian GAAP for the recognition, measurement and
impairment of assets and liabilities arising from rate regulation. These are referred to as
regulatory deferral account balances.

Regulatory deferral account debit balances represent future revenues associated with
certain costs incurred in the current period or in prior period(s), that are expected to be
recovered from consumers in future periods through the rate-setting process. Regulatory
deferral account credit balances are associated with the collection of certain revenues
earned in the current period or in prior period(s), that are expected to be returned to
consumers in future periods through the rate-setting process. Regulatory deferral account
balances can arise from differences in amounts collected from customers (based on
regulated rates) and the corresponding cost of non-competitive electricity service incurred
by the Corporation in the wholesale market administered by the Independent Electricity
System Operator (the "IESQO") after May 1, 2002, These amounts have been accumulated
pursuant to regulation underlying the Electricity Act (the "EA") and deferred in anticipation
of their future recovery or expense in electricity distribution service charges.

Explanation of Recognized Amounts

Regulatory deferral account balances are recognized and measured initially and
subsequently at cost. They are assessed for impairment on the same basis as other non-
financial assets as described below.

Management continually assesses the likelihood of recovery of regulatory assets. If recovery
through future rates is no longer considered probable, the amounts would be charged to the
results of operations in the period that the assessment is made.


















Atikokan Hydro Inc.

Notes to Financial Statements
December 31, 2015

20. Financial Instruments and Risk Management (continued)

The carrying amount of accounts receivable is reduced through the use of an allowance for
impairment and the amount of the related impairment loss is recognized in the income
statement. Subsequent recoveries of receivables previously provisioned are credited to the
income statement. The balance of the allowance for impairment at December 31, 2015, is
$6,000 (2014 - $6,000). An impairment loss of $582 was recognized during the year. The
Corporation's credit risk associated with accounts receivable is primarily related to
payments from distribution customers. At December 31, 2015, approximately $17,056 (2014
- $19,028) is considered over 60 days past due. The Corporation has approximately 1,660
customers, the majority of which are residential. Credit risk is managed through collection
of security deposits from customers in accordance with directions provided by the OEB. As
at December 31, 2015, the Corporation holds security deposits in the amount of $114,674
(2014- $115,669). The Corporation's activities provide for a variety of financial risks,
particularly credit risk, market risk and liquidity risk.

ii. Market Risk:

The Corporation is not exposed to significant market risk given they do not have investments
in foreign currency, and have minimal investment in interest bearing instruments.

iii. Liquidity Risk:

Liquidity risk is the risk that the Corporation will not be able to meet its financial
obligations as they come due. The Corporation monitors its liquidity risk to ensure access to
sufficient funds to meet operational and investing requirements. The Corporation’s objective
is to ensure that sufficient liquidity is on hand to meet obligations as they fall due while
minimizing interest exposure. The Corporation has access to a $500,000 credit facility and
monitors cash balances to ensure that sufficient levels of liquidity are on hand to meet
financial commitments as they come due.



Atikokan Hydro Inc.
Notes to Financial Statements

December 31, 2015

20. Financial Instruments and Risk Management (continued)

The following table sets out the contractual maturities (representing undiscounted
contractual cash-flows) of financial liabilities:

Between 3-12 Between 1-2

At December 31, 2015 Up to 3 months months years Over 2 years
Accounts payables and

accrued liabilities s 973,483 § 16,006 s = s _
Customer deposits 3,351 12,000 15,000 84,323
Payable to Atikokan

Enercom Inc. 15,000 45,000 60,000 282,000
Bank loans payable 14,431 43,292 57,722 129,895
Other payables y 32,312 . .

S 1,006,265 S 148,610 S 132,722 S 496,218

At December 31, 2014

Accounts payables and

accrued liabilities $ 826,512 $ . B Y .
Customer deposits 7,275 4,292 15,351 88,751
Payable to Atikokan

Enercom Inc. 15,000 45,000 60,000 342,000
Bank loans payable 14,431 43,292 57,722 187,619
Other payables . 5,185

) 863,218 S 97,769 S 133,073 $ 618,370




Atikokan Hydro Inc.
Notes to Financial Statements

December 31, 2015

21. First Time Adoption of International Financial Reporting Standards

IFRS 1, First Time Adoption of International Financial Reporting Standards, requires that
comparative financial information be provided. As a result, the first date at which the
Corporation has applied IFRS was January 1, 2014 (the “Transition Date”). IFRS 1 requires
first-time adopters to retrospectively apply all effective IFRS standards as of the reporting
date, which for the Corporation will be December 31, 2015. However, it also provides for
certain optional exemptions and certain mandatory exceptions for first-time IFRS adoption.
Prior to transition to IFRS, the Corporation prepared its financial statement in accordance
with Canadian generally accepted accounting principles (“pre-changeover Canadian GAAP”).

The IFRS 1 applicable exemptions and exceptions applied in the conversion from pre-
changeover Canadian GAAP to IFRS are as follows:

Mandatory Exceptions:
Derecognition of Financial Assets and Liabilities

The Corporation has applied the derecognition requirements in IAS 39 prospectively for
transactions occurring on or after January 1, 2014. As a result any non-derivative financial
assets or non-derivative financial liabilities derecognized in accordance with pre-changeover
Canadian GAAP as a result of a transaction that occurred before January 1, 2014, have not
been recognized in accordance with IFRS unless they qualify for recognition as a result of a
later transaction or event.

Estimates

The estimates previously made by the Corporation under pre-changeover Canadian GAAP
were not revised for the application of IFRS, except where necessary to reflect any
difference in accounting policy or where there was objective evidence that those estimates
were in error. As a result, the Corporation has not used hindsight to revise estimates.

Government Loans

The Corporation classifies government loans received as financial liabilities or equity
instruments in accordance with 1AS 32 Financial Instruments: Presentation. At the date of
transition, these loans are measured at the pre-changeover Canadian GAAP carrying amount
as a government grant. No benefit element is recognized for below market interest rate
loans. The loans are subsequently measured using an effective interest rate calculated at
the date of transition and the guidance in IAS 20 Accounting for Government Grants and
Disclosure of Government Assistance is applied after the date of transition.

Optional Elections:
Business Combinations

The Corporation has elected not to retrospectively apply IFRS 3, Business Combinations, to
business combinations that occurred prior to its Transition Date and such business
combinations have not been restated.



Atikokan Hydro Inc.
Notes to Financial Statements

December 31, 2015

21,

First Time Adoption of International Financial Reporting Standards (continued)
Borrowing Costs

The Corporation has elected to apply the transitional provisions of IAS 23 Borrowing Costs
which permits prospective capitalization of borrowing costs on qualifying assets from the
Transition Date.

Deemed Cost for Operations Subject to Rate Regulation

The Corporation has elected the deemed cost exemption applicable to entities subject to
rate regulation as described under IFRS.

The election permits the Corporation, at the date of transition to IFRS, to use the previous
Canadian GAAP carrying amount of items of PP&E and intangible assets as deemed cost;
hence, there will be no impact on retaining earnings for opening balances of PP&E and
intangible assets at the date of transition. In accordance with the election, the Corporation
has tested these items of property, plant and equipment and intangible assets at the date of
transition to IFRS. No impairment losses were recognized.

Transfers of Assets from Customers

The Corporation has elected to apply the IFRS 1 election to only apply IFRIC 18 prospectively
from the date of transition to non-repayable supply contribution made by customers.

Reconciliations of pre-changeover Canadian GAAP equity and comprehensive income to
IFRS

IFRS 1 requires an entity to reconcile cash flows, equity and comprehensive income for prior
periods as shown below.

In the Statement of Cash Flows, there is a reclassification from the movement in regulatory
assets and regulatory liabilities to a movement in the regulatory deferral account balance.
These are both shown as movements within investing activities and as such do not result in
material adjustments to the net cash flow balance.
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21. First Time Adoption of International Financial Reporting Standards (continued)
i) Regulatory Assets and Liabilities

Regulatory assets and liabilities that were recognized under pre-changeover Canadian GAAP
have been reclassified to the regulatory deferral account balance as either a debit balance
or a credit balance. The amount recorded as a regulatory asset and liabilities respectively,
under pre-changeover Canadian GAAP was $321,624 and $280,096. These balances have
been reclassified under IFRS presentation. Also, an adjustment was made to the regulatory
account for deferred taxes is described in Part (v). This adjustment increased the regulatory
liabilities for the 2014 year in the amount of $3,018. The amount recorded as a regulatory
asset and liabilities respectively, under IFRS as of December 31, 2014 is $145,207 and
$106,697.

ii) Employee Future Benefits

Under IFRS, the Corporation recognizes remeasurements in Other Comprehensive Income,
These amounts are not reclassified in subsequent periods. Employee benefits expected to be
settled wholly within 12 months after the end of the reporting period are short-term
benefits and are not discounted.

There is no transitional adjustment for employee future benefits.
iii) Contributions in Aid of Construction

Under IFRS Contributions in Aid of Construction are recognized as deferred revenue and are
amortized as revenue on a straight-line basis over the useful life of the constructed or
contributed asset in the Statement of Comprehensive Income. An adjustment was made to
the 2014 fiscal period to decrease revenue and increase contributions in aid of construction
by the amount of $20,123.

iv) Borrowing Costs

Borrowing costs that were not recognized as a regulatory asset or liability were previously
expensed under pre-changeover Canadian GAAP. Under IFRS, borrowing costs directly
attributable to the acquisition, construction or production of a qualifying asset are
capitalized as part of the cost of that asset. Since the Corporation has elected to take the
Borrowing Costs exemption, there is no transitional adjustment.

v) Deferred Taxes

The deferred tax asset as of December 31, 2014 under pre-changeover Canadian GAAP was
$103,679. Due to the conversion to IFRS and the recording of Contributions in Aid of
Construction, a transitional adjustment was made to increase the asset in the amount of
$3,018 to bring the adjusted IFRS asset balance for deferred taxes to $106,697.










































































