2000 — 10423 101 St NW,
Edmonton, Alberta

T5H OES8 Canada
epcor.com

April 11, 2019
DELIVERED VIA RESS & COURIER

Ms. Kirsten Walli

Board Secretary

Ontario Energy Board

27" Floor, 2300 Yonge Street
Toronto, ON M4P 1E4

Dear Ms. Walli:

Re: EB-2018-0264 EPCOR Natural Gas Limited Partnership (“EPCOR™)
Southern Bruce Rate Application

EPCOR is providing an update to its application seeking approval of natural gas distribution rates for the
Southern Bruce gas distribution system that was filed October 2, 2018. The updates in this document
include the impact of the revised funding profile expected as a result of funding through Bill 32 versus
Ontario’s Natural Gas Grant program, an updated cost allocation study that is consistent with the study
EPCOR filed for its Alymer operation (EB-2019-01-31), as well as the impact of a revised construction
schedule driven by the impact of the transition from certain common assumptions to actual milestones.

Enclosed please find two copies of the updated application.

This submission has been filed through the Board’s Regulatory Electronic Submission System and will
be available on the Company’s website at epcor.com/southernbruce.

Please contact the undersigned if you have any questions in regards to the foregoing.
Sincerely,
[Original signed by]

Bruce Brandell

Director, Commercial Services
EPCOR Utilities Inc.
bbrandell@epcor.com

(780) 412-3720
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The undersigned, being EPCOR Ontario Utilities Inc.’s Senior Vice-President, Commercial Services, Steve
Stanley hereby certifies for and on behalf of EPCOR Natural Gas Limited Partnership (“ENGLP”), as general

partner of ENGLP that:

1. lam a senior officer of EPCOR Ontario Utilities Inc., which is the general partner of ENGLP;

2. This certificate is given pursuant to Chapter 1 of the Ontario Energy Board's (the “Board”)

Filing Requirements for Natural Gas Rate Applications dated February 16, 2017; and

3. The evidence submitted in support of ENGLP’s Application for rates effective on January 1, 2019

for the gas distribution system to be constructed in the Municipality of Arran-Elderslie, the

Municipality of Kincardine and the Township of Huron-Kinloss filed with the Board is accurate,

consistent and complete to the best of my knowledge.

DATED this 11" day of April, 2019.

[original signed by]

Steve Stanley

Senior Vice-President, Commercial Services
EPCOR Ontario Utilities Inc.
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ONTARIO ENERGY BOARD

IN THE MATTER OF the Ontario Energy Board Act, 1998, S.0. 1998, c. 15
(Sched. B), as amended (the “OEB Act”);

AND IN THE MATTER OF an application by EPCOR Natural Gas Limited
Partnership pursuant to section 36(1) of the OEB Act for an order or
orders approving or fixing just and reasonable rates and other charges
for the sale and distribution of gas to be effective January 1, 2019 for the
gas distribution system to be constructed by EPCOR Natural Gas Limited
Partnership to serve the Municipality of Arran-Elderslie, the Municipality
of Kincardine and the Township of Huron-Kinloss.

APPLICATION

The Applicant is EPCOR Natural Gas Limited Partnership (“EPCOR”), an Ontario limited partnership
with its head office in the Town of Aylmer. It carries on the business of selling and distributing
natural gas within the province of Ontario. EPCOR is a wholly owned indirect subsidiary of EPCOR
Utilities Inc. (“EUI”). The general partner of EPCOR is EPCOR Ontario Utilities Inc., an Ontario
corporation, which is a subsidiary of EUl and the sole limited partner is EPCOR Power Development
Corporation, an Alberta corporation. EPCOR was formed pursuant to a limited partnership
agreement which provides that EPCOR Ontario Utilities Inc., as general partner, will control and
have the full and exclusive power, authority and responsibility for the management and day-to-day
operations of EPCOR. In accordance with the limited partnership agreement, EPCOR Power
Development Corporation, as limited partner, has an economic interest in the partnership but does
not control or otherwise play a role in the day-to-day operations and management of EPCOR.

This Application is made in accordance with the decision of the Board in EB-2016-0137, EB-2016-
0138 and EB-2016-139 issued on April 12, 2018 for the South Bruce Expansion Applications (the
“Southern Bruce Expansion Decision”) whereby the Board selected an affiliate of EPCOR, EPCOR
Southern Bruce Gas Inc. (“ESBGI”) as the successful proponent for the Southern Bruce gas
distribution project. In the Southern Bruce Expansion Decision, the Board granted ESBGI
Certificates of Public Convenience and Necessity (“CPCN”) for each of the Municipality of Arran-
Elderslie (except for the geographic area of the former Township of Arran and the former Village of
Tara), the Municipality of Kincardine and the Township of Huron-Kinloss (collectively, the “Southern
Bruce Municipalities”), conditional on the approval of its subsequent leave to construct application.

In EB-2018-0263, EPCOR filed a leave-to-construct application with the Board for the approval to
construct the gas distribution system.

In EB-2018-0247, EPCOR applied to the Board for approval to transfer the CPCNs granted to ESBGI
in the Southern Bruce Expansion Decision to EPCOR. On November 29, 2018 the Board approved
the request to transfer the CPCNs.



10.

Updated: 2019-04-11
EB-2018-0264
Exhibit 1

Tab 1

Schedule 2

Page 2 of 4

In the Southern Bruce Expansion Decision, the Board stated that: “Given the competitive nature of
this process, the OEB will require EPCOR to demonstrate that forthcoming leave to construct and
rate applications are consistent with its CIP proposal.”?

This Application seeks approval of rates through a custom incentive rate setting plan for a ten year
rate stability period that is expected to extend through fiscal years 2019 to 2028 for the Southern
Bruce gas distribution project in accordance with EPCOR’s commitments from its common
infrastructure plan in the Southern Bruce Expansion Decision and the Board’s Filing Requirements
for Natural Gas Rate Applications dated February 16, 2017. EPCOR also seeks approval of deferral
and variance accounts, as described in Exhibit 9 to this Application.

EPCOR therefore applies to the Board, pursuant to section 36 of the Act, for such final, interim or
other Orders and accounting orders as may be necessary or appropriate for the following:

(a) an order or orders approving or fixing just and reasonable rates based on a ten-year custom
incentive rate setting plan and other charges for the distribution of natural gas effective
January 1, 2019;

(b) the establishment of deferral and variance accounts, as more particularly set out in Exhibit 9
to this Application;

(c) the approval of the proposed performance scorecard included at Exhibit 1 Tab 2 Schedule 2;
and

(d) in all other respects to give effect to the proposals described in the evidence filed in support
of this Application and such modifications to those proposals as may be brought forward by
EPCOR and deemed appropriate by the Board.

EPCOR further applies to the Board, pursuant to the provisions of the Act and the Board’s Rules of
Practice and Procedure, for such final, interim or other Orders and directions as may be appropriate
in relation to the Application and the proper conduct of this proceeding.

The persons affected by this application are the future customers resident or located in the
Southern Bruce Municipalities. It is impractical to set out in this application the names and
addresses of such persons because they are not yet customers of EPCOR and they are too
numerous.

EPCOR requests that this Application be dealt with in accordance with section 34 of the Board’s
Rules of Practice and Procedure (the “Rules”) and requests that pursuant to Section 32.01 of the
Rules, this proceeding be conducted by way of written hearing in English.

1 EB-2016-0137/0138/0139, Decision and Order dated April 12, 2018, page 11
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11. EPCOR requests that copies of all documents filed with the Board in connection with this
proceeding be served on it and on its counsel, as follows:

The Applicant:

Bruce Brandell

Director, Commercial Services
EPCOR Utilities Inc.

Address for personal service and mailing address:

2000 — 10423 101 Street NW
Edmonton, Alberta T5H OE8

Telephone: (780) 412-3720
Fax: (780) 441-7118
E-Mail: bbrandell@epcor.com

The Applicant’s counsel:

Richard King
Osler, Hoskin & Harcourt LLP

Address for personal service and mailing address:

100 King Street West
1 First Canadian Place
Suite 6200, PO Box 50
Toronto, ON M5X 1B8

Telephone: (416) 862-6626
Fax: (416) 862-6666
E-Mail: rking@osler.com
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Dana Bissoondatt
Associate General Counsel
EPCOR Utilities Inc.

Address for personal service and mailing address:

2000 — 10423 101 Street NW
Edmonton, Alberta T5H OE8

Telephone: (780) 412-3998
Fax: (780) 441-7118
E-Mail: DBissoondatt@epcor.com

DATED at Edmonton, Alberta this 11™ day of April, 2019.

EPCOR NATURAL GAS LIMITED PARTNERSHIP by its
general partner EPCOR ONTARIO UTILITIES INC.

[original signed by]

Bruce Brandell
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1.2 Executive Summary

1. This rate application (“Application”) is consistent with the February 16, 2017 version of the Filing
Requirements for Natural Gas Rate Applications and is further informed by the submissions and
decision made in the Board’s Common Infrastructure Plan (“CIP”) process for Southern Bruce
Expansion Applications? that resulted in the Board’s Southern Bruce Expansion Decision. The Board
has indicated that it “... will require EPCOR to demonstrate that forthcoming leave to construct and
rates applications are consistent with its CIP proposal.”® As a result, EPCOR is required to ensure
that this Application is consistent with the implications of those submissions and decision as they
are the basis under which the OEB awarded CPCNs for the Municipality of Kincardine, Municipality

of Arran-Elderslie, and the Township of Huron-Kinloss.
2. The annual bill for the average annual residential customer is forecast to be $880.81.

3. EPCOR began working with the Southern Bruce Municipalities in 2015 with the goal of obtaining
the right to deliver natural gas to the Southern Bruce area, completing the design and construction,
and commencing operation, of the system in a safe, efficient, timely and sustainable manner that
would enable the maximum number of customers to enjoy the economic and environmental

benefits of natural gas.

4, EPCOR’s Southern Bruce business unit will build on the expertise of its Aylmer natural gas sister
operation, and by drawing on the safety, project management, operational, asset management,

regulatory and financial expertise resident in other EPCOR Utility Inc. (“EUI”) operations.

5. EPCOR’s initial Business Plan for the Southern Bruce utility is included in the CIP that was filed with
the Board October 2017%. Further to that document, EPCOR will work to achieve the following
goals to bring the Southern Bruce system on line, connect customers and operate the system in a

safe and reliable manner:

i Obtain required approvals

a. File leave to construct application

2 EB-2016-0137/0138/0139 (collectively, the “CIP Proceedings”)
3 EB-2016-0137/0138/0139 - Decision and Order, April 12, 2018, page 11
4 EB-2016-0137/0138/0139
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i. Obtain decision on application in timely manner in order to allow
construction to begin as scheduled
b. File rates application

i. Obtain approval of custom incentive rate-setting plan that
establishes rates that are attractive enough to encourage customer
conversion

c. Obtain Licenses and approvals from Technical Standards and Safety Authority
(TSSA) Fuels Safety Division as necessary

ii. Execute an interconnect agreement with Union, including incorporation of the
appropriate tariff service

iii. Confirm project funding contribution from government or other sources

a. Continue to work with government and other representatives to ensure
funding is available as necessary to support project economics

iv. Enter into municipal / landowner agreements as necessary, including
a. Model Franchise Agreements;
b. Temporary work space agreements; and
c. Encroachment permits.

V. Meet capital cost commitments as included in the revenue requirement established in
Southern Bruce Expansion Decision.

a. Manage the final system design and construction
b. Demonstrate safety leadership, proactivity and accountability at all levels
c. Achieve interim milestones and 2021 substantial completion date, including:

i. In 2019, complete installation of 8-inch line from Dornoch Meter and
Regulator Station to Bruce Energy Center; and

ii. In 2020 complete installation of the 6 inch line from Bruce Energy
Center to Kincardine, as well as service installation in Kincardine

d. Minimize and mitigate disruption caused by construction

e. Minimize and mitigate any environmental impacts resulting from
construction

f.  Implement environmental monitoring and reporting as outlined in
Environmental Report and leave to construct application

vi. Achieve customer conversion commitments by developing and implementing
customer conversion strategy
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a. Confirm conversion strategy and methods
b. Develop communication plan

c. Initiate conversion strategy in a timely manner, including implementing mid
course amendments as necessary

d. Work with companies that are potential partners in the installation of natural
gas appliances

Vii. Effectively engage and consult with key stakeholders and First Nations and Metis
communities

viii. Continue to build a stable, skilled and engaged work force
a. Finalize work force plan and implement in a timely manner
b. Build on current Ontario-based work force

c. Continue to ensure strong focus on safety leadership, proactivity and
accountability at all levels

d. Investin employees through training and offering growth opportunities
e. Engage employees in giving back to the community

iX. Continue focus on operational excellence
a. Achieve cost, capital, work efficiency and performance objectives

b. Ensure integration of capital, operating, resource financial and regulatory
plans

X. Develop an operations center
a. Confirm optimal location, size and services required
b. Ensure center is operational in a timely manner
Xi. Maximize the value received from shared service arrangements with EPCOR affiliates

a. Continue to draw on the expertise available including safety, project
management, operational, asset management, regulatory, legal, financial, IT,
HR, and procurement
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1.2.1 Common Infrastructure Plan Framework

1. As detailed below, within the common assumption framework as confirmed by the Board, there
are a number of components in EPCOR’s CIP that were determinative factors in the selection of
EPCOR as the successful proponent in the Board’s Southern Bruce Expansion Decision. These
components include controllable elements of the revenue requirement including capital
expenditures and OM&A expenses, customer attachments and throughput volume of gas over the
10-year rate stability period established by the Board. An underlying principle of the competitive
process was that, within the common assumption framework as established by the Board, the
winning proponent would bear the risk of achieving commitments made related to these
components. This treatment is symmetrical, if the utility exceeds the values of those components
during the rate stability period this would be to the benefit, or in the case of expenses, detriment,
of the utility. At the end of the rate stability period it is expected that the achieved values of certain
of these components (e.g. customer connections) would form the basis of a cost of service rate

case that will establish rates subsequent to the rate stability period.

2. As a result of the Board’s Southern Bruce Expansion Decision there are three metrics that EPCOR
has committed to for rate making purposes, eight parameters that form the economic basis on the
CIP and will be acted on by the successful proponent e.g. the communities to be served, and a
number of common assumptions (of which the eight referenced above are a subset) that were
agreed on by the Board and further enabled the Board to compare revenue requirements on a set
of common parameters. Table 1-1 summarizes the metrics, parameters and assumptions

determined as a result of the Board’s Southern Bruce Expansion Decision.
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Determined by Southern Bruce Expansion Decision

Col. 1 Col. 2
ltem Description
CRITERIA EPCOR HELD TO

Cumulative 10-Year Revenue
Requirement per Unit of Volume

Customer Years

Cumulative 10-Year Throughput
Volume

S/m?

Total Customer Years

Total throughput volume in m*based on common assumptions on volumes

PARAMETERS That Form Basis of CIP Economics

Communities To Be Served

Construction Schedule

10-Year Forecast Horizon

Capital Costs

Revenue Requirement

OM&A Costing Methodology

Service Levels

Other CIP Parameters

Capital Structure

Chesley, Inverhuron, Paisley, Tiverton, Kincardine, Lucknow, Lurgan Beach, Point
Clark, Ripley, Bruce Energy Centre Industrial Park

Gas mains to communities served to be constructed within two years from
commencement of construction

10-year rate stability period

Any capital cost overruns incurred during first 10-years would not be permitted in
rate base for year 11 and beyond

Gross revenue requirement over the rate stability period associated with the
distribution system as detailed in EPCOR’s CIP

Base OM&A cost estimates on fully allocated costs

Plan for operations and maintenance that would meet service levels identified in
the Gas Distribution Access Rules

Royalty payments to municipalities excluded if not recovered through revenue
requirement

Use Union’s approved deemed debt/equity ratio

COMMON ASSUMPTIONS To Allow Board to Compare CIPs

Customer Consumption

Construction Schedule

Government Grants / Municipal
Contributions and Aid to
Construction

Demand Side Management
Cap and Trade Costs

Gas Commodity Costs
Depreciation Rates

Taxes

Interest During Construction
Upstream Reinforcement

Inflation Costs

Common consumption levels for each mass market segment, except for large

commercial or industrial
Timelines for OEB decisions

Excluded from CIP

Excluded from CIP

Excluded from CIP

Excluded from CIP

Use depreciation rates based on Union’s OEB approved rates
Use common tax rates. Exclude tax holidays from municipalities
Use OEB prescribed rate

Excluded from CIP

Use same inflation rate
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3. To assist in the review of this Application the following provides additional details regarding the
metrics, parameters and common assumptions included in the Application that were determined

by the Board’s Procedural Orders and Southern Bruce Expansion Decision.
4. Comparison Criteria — For rate making purposes, EPCOR is held to the following three criteria®:

i. Cost to deliver gas — 10-year cumulative annual revenue requirement divided by 10-year
cumulative throughput volumes (“rate per m®’). As detailed below, the gross revenue
requirement is subject to certain adjustments and as a result the rate per m3 value used for

rate making purposes has been adjusted;

ii. Customer years — The Board has indicated that for customer attachments “the successful
proponent will be held to its forecast for rate-making purposes.”® EPCOR determined it
would connect a total of 5,278 customers by 2028. It was agreed as to the method used to

determine the cumulative number of customers connected per year’; and

iii. Cumulative volume — the cumulative volume of throughput for the 10-year rate stability

period.
5. Table 1-2 reproduces the values EPCOR has committed to for the three criteria.
Table 1-2: CIP Criteria
Col. 1
Metric Value
Row1  Cumulative 10-Year Revenue Requirement per Unit of Volume $0.2209/m?
Row 2  Customer Years 42,569 Customer Years
Row3  Cumulative 10-Year Throughput Volume 342,186,741m’

6. Communities to be served — As detailed in EPCOR’s leave to construct application (EB-2018-0263)

EPCOR will meet this parameter.

5 EB-2016-0137/0138/0139 — Decision on Preliminary Issues and Procedural Order No. 8, August 22, 2017, page 4
6 EB-2016-0137/0138/0139 — Decision and Order, April 12, 2018, page 8

7 OEB Staff Progress Update: Southern Bruce Expansion Applications, July 20, 2017, page 5, Example calculation for
determining customer years - One customer is added in year 1, and another customer is added in year 2. By the end
of year two, the cumulative number of customers connected (or customer years) is 3.

(Customer 1 x 2 years) + (Customer 2 x 1 year) = 3 Customer Years.
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7. Construction Schedule - This parameter has been revised in order to reflect the impact of the
expected delay in timelines for OEB decisions. The construction schedule included in EPCOR’s CIP,
as well as the most recent schedules are in Exhibit 6, Tab 1, Schedule 3. In order to mitigate the
impacts of the change from the common assumption regarding timelines for OEB decisions to the
most recent schedule, EPCOR has worked to preserve its plan to commence construction in 2019.
However, as a result of a loss of part of the 2019 season, the time to construct the mains to all the
communities to be served has extended from October 2020 to October 2021. Additional detail on

this is included in Exhibit 6.

8. Rate Stability Period — The Southern Bruce Expansion Decision determined that the rate stability
period would be 10-years. This rate stability period matches the forecast period in EPCOR’s CIP,
and is proposed to extend from January 1, 2019 to December 31, 2028. As noted by the Board in
its Partial Decision on the Issues List in the CIP Proceedings: “During this period customers can

expect relative rate stability as the proponent’s revenue related to its controllable costs will be

capped at its proposed level. The rate stability period may include an allowance for consideration
of externally driven, unforeseen events as well as annual financial allowance updates typically
allowed by the OEB.”® [Emphasis added.] An objective of this Application is to seek approval for

the proposed custom IR that will achieve that objective.

9. Treatment of Capital Costs — The capital costs used to support the revenue requirement in EPCOR’s
CIP have been identified in Exhibit 2. Additionally, the OEB determined that: “Any capital cost
overruns incurred during the first 10-years above the forecasted costs reflected in the proposals
will not be permitted into the successful proponent’s rate base for year 11 and beyond (following
the rate stability period). The treatment will be symmetrical: cost underruns will accrue to the

utility’s benefit.”®

10. Revenue Requirement - $75.583 million — This is the total gross revenue requirement over the rate
stability period associated with the distribution system as detailed in EPCOR’s CIP. Within the

common assumptions as agreed to by the Board as a basis of developing the CIP, realizing the

8 EB-2016-0137/0138/0139 — Partial Decision on the Issues List and Procedural Order No. 6, June 27, 2017, page 4
° EB-2016-0137/0138/0139 — Decision and Order, April 12, 2018, page 10



11.

12.

13.

Updated: 2019-04-11
EB-2018-0264
Exhibit 1

Tab 2

Schedule 1

Page 14 of 64

components of this revenue supported by capital expenditures, OM&A, customer connections and

volume are at the risk of the utility.

The underlying details that support the revenue requirement (e.g. OM&A, capital expenditure,
return on capital) were not quantified during the CIP proceedings but have been detailed in this
Application. As the total gross distribution revenue requirement over the rate stability period was
established in the Board’s Southern Bruce Expansion Decision, the intent of providing additional
details is to support cost allocation and rate design. As noted by the Board: “... the rate stability
feature of the framework introduces a discipline that significantly reduces the need to scrutinize a
proponent’s projected revenues.”'® In addition, this information will assist in establishing a rate
base that will serve as an input when EPCOR files a cost of service rate application for the period

subsequent to the rate stability period.

Customer Consumption — The Board has determined that: “Proponents were to use common
consumption levels for each mass market segment, except for large commercial or industrial
customers, which were to be left to competition.”* As a result EPCOR and Union agreed on
common consumption levels for mass market customers generally based on Union’s current
Normalized Annual Consumption values. Volumes for large commercial and industrial customers

were deemed competitive and as included in this Application are as detailed in EPCOR’s CIP.

There are a number of items that were not included in the total gross revenue requirement and as
a result the revenue requirement included in the Board’s Southern Bruce Expansion Decision is

subject to certain adjustments. These include:*?
i. Government Grants and Municipal Contributions and Aid to Construction;
ii. Demand-Side Management (DSM) Costs;
iii. Cap and Trade Costs;

iv. Tax holidays from the municipality;

10EB -2016-0004 — Ontario Energy Board Generic Proceeding on Community Expansion, November 17, 2016, page

20

11 EB-2016-0137/0138/0139 — Decision and Order, April 12, 2018, page 8
2 |bid, pages 9 and 10
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V. Gas Commodity Costs;
Vi. Upstream Reinforcement Costs; and
vii. Royalty payments if not recovered through revenue requirement.

Depreciation Rates — Pursuant to the Board’s Southern Bruce Expansion Decision: “Proponents
were to use depreciation rates based on Union’s OEB-approved depreciation rates.”** The values

included in this Application are consistent with these depreciation rates.

Capital Structure — Pursuant to the Board’s Southern Bruce Expansion Decision: “The capital
structure for both proposals were to be based on Union’s approved deemed debt/equity ratio of

64%/36%.”* The values included in this Application are consistent with that capital structure.

Taxes — Pursuant to the Board’s Southern Bruce Expansion Decision: “Both proponents were to use
common tax rate and exclude any tax holidays from the municipality from their proposals.”*> As
the tax holiday EPCOR is receiving from certain municipalities was not included in EPCOR’s CIP,
their subsequent inclusion in the revenue requirement will reduce the cumulative revenue

requirement recovered by EPCOR during the rate stability period.

Interest During Construction (IDC) — Pursuant to the Board’s Southern Bruce Expansion Decision:
“Both proponents were to use the OEB-prescribed rate for IDC...” 2 This rate is reflected in EPCOR’s

revenue requirement.

Service Levels — EPCOR has planned for operations and maintenance that would meet the service

levels that would meet the service levels identified in the Gas Distribution Access Rules.

Inflation Costs — Pursuant to the Board’s Southern Bruce Expansion Decision: “For the purposes of
establishing the calculation of the 10-year gross revenue requirement, proponents were allowed to
apply the rate of inflation to capital and OM&A costs during the rate stability period, with the same

inflation rate applied to both proposals.”!” The inflation rate forecast used in EPCOR’s CIP was

13 Ibid
1 Ibid
15 Ibid
16 bid
7 bid

— Page 10
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1.27% which was based on the most recent four quarter average GDP IPI FDD methodology
accepted by the OEB at that time. The Custom IR plan proposed in Exhibit 10 includes an Incentive
Rate Adjustment proposal for truing forecasted inflation rates on OM&A expenses on an annual

basis.

OM&A Costing Methodology — In developing its OM&A costing, costs allocated to EPCOR were
done so on a fully cost allocated basis. As noted by the Board: “However, the OEB does not expect

a full cost allocation study to be filed in proponents’ proposals.”!®

Other CIP Parameters — EPCOR will not be paying a royalty to the municipalities and none was

included in its revenue requirement.
External Funding

EPCOR requires external funding to make the Project economically feasible with rates that provide
an attractive fuel conversion savings to ratepayers. In July 2017, EPCOR filed an application for the
Ontario Ministry of Infrastructure’s Natural Gas Grant Program (“NGGP”). The Government of
Ontario created the NGGP to support the construction of natural gas infrastructure in order to
expand access to new communities and to accelerate projects with economic development
potential. Through the NGGP, EPCOR was awarded up to $22.0 million for development of the
Southern Bruce natural gas distribution system. On September 26, 2018 EPCOR received
notification from Ontario Infrastructure that the province will not be executing any new Transfer
Payment Agreements under the NGGP and that consequently the province will not be providing

funding for the South Bruce project through that mechanism.

On December 21, 2018 ENGLP received confirmation that the Southern Bruce expansion project is
eligible for rate protection as available through Bill 32 which had received Royal Assent on
December 6, 2018. On March 7, 2019 the Government of Ontario filed Ontario Regulation 24/19
Expansion of Natural Gas Distribution Systems which stated in Schedule 1 that the Southern Bruce

Project was eligible for up to $22.0 million. The Regulation is scheduled to come into force July 1,

18 bid
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2019. Subject to approval of the Application, this level of external funding is adequate to make the

Project economically feasible.
Tariff True Up Rate Rider

EPCOR is proposing a rate rider true up in its tariff of $1.764 million in NPV over the 10-year rate
stability period. This will address the $1.640 million decrease in the NPV of distribution revenue
requirement versus that included in EPCOR’s CIP. This shortfall is driven by the transition from the
common assumption on the timeline for OEB decisions to the revised timeline that reflects the
current timeline for OEB decisions. An additional $0.124 million in NPV is proposed to be included
in the rate rider in order to collect deferred charges related to upstream costs. Exhibit 6 includes a

detailed discussion on the proposed rate rider.
References to Union Gas Inc.

There are a number of references to Union Gas Inc. (Union) in this Application. As a result of the
February 2018 merger of Union and Enbridge as well as the recent Board approval of their merger,

these references include Enbridge where appropriate.
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1.3 Administration
1.3.1 Primary Contact for Application

The Applicant’s primary EPCOR contact for this Application is as follows:

Bruce Brandell
Director, Commercial Services
EPCOR Utilities Inc.

Address for personal service and mailing address:

2000 — 10423 101 Street NW
Edmonton, Alberta T5H OE8

Telephone: (780) 412-3720
Fax: (780) 441-7118
E-Mail: bbrandell@epcor.com

1.3.2 Legal Representation for the Application
The Applicant’s counsel is as follows:
Richard King Dana Bissoondatt

Osler, Hoskin & Harcourt LLP Associate General Counsel
EPCOR Utilities Inc.

Address for personal service and mailing address: Address for personal service and mailing address:
100 King Street West 2000 —10423 101 Street NW
1 First Canadian Place Edmonton, Alberta T5H OE8

Suite 6200, PO Box 50
Toronto, ON M5X 1B8

Telephone: (416) 862-6626 Telephone: (780) 412-3998
Fax: (416) 862-6666 Fax: (780) 441-7118
E-Mail: rking@osler.com E-Mail: DBissoondatt@epcor.com
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Applicant’s Internet and Social Media Addresses

EPCOR will make a copy of this Application available at its website at

www.epcorsouthernbruce.com.

Customer Email Addresses Retained by Applicant

The persons affected by this Application are the future customers resident or located in the
Southern Bruce Municipalities. EPCOR does not have a database detailing the email addresses of

those individuals.
Date Required for Bill Information

As EPCOR does not currently have an approved tariff under which it is billing customers it does not
require a date in advance of applying any Rate Order by which it requires bill information to inform

customers of the impact of such a Rate Order.
Proposed Location for Community Meetings

EPCOR proposes that a community meeting be held at the Davidson Centre Main Hall, located at
601 Durham Street, Kincardine, Ontario. If additional community meetings are held, other
appropriate locations may include the Chesley Community Centre, Chesley Hall located at 129 4th
Avenue South East, Chesley, Ontario, and Ripley-Huron Community Centre, Upstairs Auditorium

located at 17 Queen Street, Ripley, Ontario.
Publication of Notice of Hearing

EPCOR proposes that the statement of notice for this application be published in the Kincardine
Independent and the Kincardine News to notify residents in that area. For notice to other centers
the following publications may be appropriate: Lucknow Sentinel, The Wingham Advance Times,

The Grey Bruce This Week, The Post (Hanover, Ontario).
Bill Impacts

As the Southern Bruce system is a greenfield project that will be servicing residents who currently
receive their energy from other suppliers, all system customers will be new and the impact on
individual customers will be a function of the specifics of their existing arrangements. Table 1-3

details the forecast annual bill for the average customer connecting to the system.
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Table 1-3 Average Annual Bill for Customers Connecting to System

Col. 1 Col. 2

Typical Annual
Customer Type Rate Class Distribution
Charge ($ / year)

Row 1  Existing Residential Rate 1 - General Firm Service 880.81
Row 2 New Residential Rate 1 - General Firm Service 858.69
Row 3  Small Commercial Rate 1 - General Firm Service 1,650.57
Row 4  Small Agricultural Rate 1 - General Firm Service 1,557.62
Row 5 Medium Commercial Rate 6 - Large Volume General Firm Service 7,553.53
Row 6 Large Commercial Rate 6 - Large Volume General Firm Service 18,323.19
Row 7 Sample Dryer 1 Rate 11 - Large Volume Seasonal Service 17,435.49
Row 8 Sample Dryer 2 Rate 11 - Large Volume Seasonal Service 54,261.95

Proposals that Constitute a Changed in Status Quo of Those that Have a Material Impact

As a greenfield project without existing customers, each element of the tariff under which
customers will receive service from EPCOR will constitute a change from status quo for that

customer as they currently receive their energy from an alternative source.
Hearing Request

EPCOR’s preference is for a written hearing in order to expedite the establishment of rates. If the
Board determines it will hold an oral hearing EPCOR will provide the names of appropriate

witnesses (and their curriculum vitae) prior such oral hearing.
Proposed Components of Custom IR Plan

EPCOR is requesting approval of a custom incentive rate-setting (“IR”) plan that is aligned with
certain parameters as determined by the Southern Bruce Expansion Decision. Proposed
components of the IR plan include:
A cumulative 10-year revenue requirement and a 10-year capital plan, each to support the
distribution system as determined in EPCOR’s CIP;

ii. Cost allocation methodology;
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iii. Setting of final rates for 2019 to be effective January 1, 2019;
iv. Anannual IR process for setting final rates for 2020 — 2028;
v. Certain deferral and variance accounts;
10. A Y-Factor for costs associated with specific items that are subject to deferral account treatment

and passed through to customers without any IR Adjustment;

i. ZFactor mechanism;
ii. Ascorecard with performance measurements;
iii. Potential for Incremental Cost Modules, and

iv. Tariff schedules for four rate classes, Conditions of Service, General Terms and Conditions
for Rate 16.

1.3.12 Requested Effective Date

11. EPCOR is requesting that the Board make its Rate Order effective January 1, 2019. In the event that
the OEB is not able to provide a Decision and Rate Order in time for EPCOR to implement its rates
effective November 1, 2019, (the approximate timeline at which EPCOR expects to start connecting
customers), EPCOR requests that the OEB declare the applied for rates interim effective January 1,
2019 and approve rate riders to recover any change between applied for and approved revenue

between the implementation date of the OEB’s 2019 Rate Order and November 1, 2019. .
1.3.13 Deviation Statements

12.  EPCOR understands that a Custom IR application is by its very nature unique and no specific filing
requirements have been established!®. However, the contents of this Application have been
informed by the cost of service filing requirements and the Rate Handbook regarding the evidence
to support the Application. As a result, the order and the contents of evidence in this Application,

have followed these requirements closely.
1.3.14 Methodology Changes

13.  This is the first application for the Southern Bruce utility and as a result there is no definitive list of

changes to methodologies.

19 Filing Requirements For Natural Gas Rate Applications, February 16, 2017, Section 2.0.1 Relevant Chapters, page 5
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OEB Directions from Previous Decisions or Orders

This Application is consistent with the OEB decisions as per the Decision and Order included in EB-

2016-0137/0138/0139.

Conditions of Service

A copy of EPCOR’s Conditions of Service can be found in Exhibit 8 Tab 2 Schedules 1 and 2.
Conditions of Service Confirmation

There are no rates or charges listed in the Conditions of Service or other policies and regulations of

EPCOR that are not on EPCOR’s rate schedules.
Organizational Structure

EPCOR is an Ontario limited partnership and is a wholly owned indirect subsidiary of EPCOR Utilities
Inc. The general partner of EPCOR is EPCOR Ontario Utilities Inc. and the sole limited partner is
EPCOR Power Development Corporation, which are both subsidiaries of EPCOR Utilities Inc. EPCOR
was formed pursuant to a limited partnership agreement which provides that EPCOR Ontario
Utilities Inc., as general partner, will control and have the full and exclusive power, authority and
responsibility for the management and day-to-day operations of EPCOR. In accordance with the
limited partnership agreement, EPCOR Power Development Corporation, as limited partner, has an
economic interest in the partnership but will not control or otherwise play a role in the day-to-day
operations and management of EPCOR. EPCOR will operate separate business units, one each for
the former Natural Resource Gas Limited gas distribution system operated by EPCOR in the Aylmer
region and the gas distribution system in the Southern Bruce area?’. These two gas distribution
systems will operate under separate rate schedules and tariffs while sharing certain management
and functions so as to increase the efficiencies. Any sharing of management and functions will be
governed by a Service Level Agreement (“SLA”). Figure 1-1 includes an organizational chart which
reflects a simplified organizational structure and indicates EPCOR Utilities Inc.’s (“EUI”) material

subsidiaries as of the date of this Application.

20 EB-2018-0247 the Board approved transfer of the CPCNs granted to EPCOR Southern Bruce Gas Inc. to EPCOR.
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Figure 1-1: Simplified EUI Organizational Chart

18.  Figure 1-2 details the organizational chart for EPCOR that highlights the organization of the

Southern Bruce business unit and shared services it will be accessing.

Figure 1-2: Organization Chart of EPCOR’s Southern Bruce Business Unit

19. The Board of Directors for EPCOR includes three individuals of which one is independent. The

general manager of EPCOR report to the Vice President of Ontario Region. The Vice President of
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Ontario Region reports to the Senior Vice President of Commercial Services, who in turn reports to
the CEO and President of EPCOR Utilities Inc. EPCOR’s proposed workforce includes seven FTE staff.

The staff are grouped into four categories
a. Customer Service;
b. Gas Fitter;
c. Maintenance; and,

d. Foreman/Manager.

1.3.19 Requested Approvals and Accounting Orders

20. EPCOR hereby applies to the Board for an order or orders made pursuant to section 36 of the OEB

Act approving the following:

1. Confirmation of the application of the Metrics, Parameters and Assumptions

determined by Southern Bruce Expansion Decision as included in this Application
2. A 10-year custom incentive rate setting plan including:
a. The methodology for determining final rates for 2019;
b. The methodology for determining final rates for 2020 to 2028.
c. The capital parameters for 2019 to 2028 (ROE, debt rates);

d. A Y-Factor for costs associated with specific items that are subject to deferral account

treatment and passed through to customers without any IR Adjustment;
e. ZFactor mechanism; and
f.  Ability to file an incremental capital module.
3. EPCOR’s proposed rate design including:
a. the establishment of four rate classes;

b. 2019 rates and rate schedules;
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c. Arate rider to collect revenue shortfall during the 10-year rate stability period created

as a result of the change in timeline for OEB decisions; and
d. General Terms and Conditions for Rate 16 Customers.
4. Establishment of the following deferral accounts:
i. Purchased Gas Commodity Variance Account (“PGCVA”);
ii. Storage and Transportation Deferral Account (“S&TDA”);
iii. Unaccounted for Gas Variance Account (“UFGVA”);
iv. Federal Carbon Charge — Customer Variance Account (“FCCCVA”);
v. Federal Carbon Charge — Facility Related Deferral Account (“FCCFVA”);
vi. Greenhouse Gas Emissions Administration Deferral Account (“GGEADA”);
vii. Regulatory Expense Deferral Account (“REDA”);
viii. Municipal Tax Variance Account (“MTVA”);
ix. Energy Content Variance Account (“ECVA”);
x. Contribution in Aid of Construction Variance Account (“CIACVA”);

xi. External Funding Variance Account (“EFVA”); and

xii. Regulatory Asset Deferral Account (“RADA”).

5. EPCOR’s initial Utility System Plan and proposal to file enhanced Utility System Plan in 2025
6. EPCOR’s proposed scorecard

7. EPCOR’s Gas Supply Plan and proposal to review after a 3-year period

21. EPCOR hereby applies to the Board for approval of the accounting orders as included in Exhibit 9
Tab 2 Schedule 1.

1.3.20 Draft Issues List
22. ECPOR s proposing the following Issues List for this proceeding:

A. Incorporation of the Board’s Southern Bruce Expansion Decision EB-2016-0137/0138/0139
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A.1 Does the Application accurately reflect the determinations made in the Board’s Southern

Bruce Expansion Decision?

B. Mitigating Impact of Delay in Timelines for OEB Decisions

B.1 Is EPCOR’s proposed methodology for determining the impact to the utility of the delay

as proposed in Exhibit 6 in timelines for OEB decisions appropriate?
B.2 Is EPCOR’s proposal to recover the cost of delay through a rate rider appropriate?

C. Custom Incentive-rate (“Custom IR”) Plan

C.1 Is EPCOR’s proposal for a Custom IR plan for a 10-year term covering its 2019 through

2028 fiscal years appropriate?

C.2 Is the methodology within EPCOR’s Custom IR plan for determining final rates for 2019

appropriate?

C3 Is the methodology within EPCOR’s Custom IR plan for determining final rates for 2020 to
2028 appropriate?
CA Are the cost of capital parameters for 2019 to 2028 (ROE, debt rates) within EPCOR’s

Custom IR plan appropriate?
C.5 Are the following components within EPCOR’s Custom IR plan appropriate?
C.5.1 Establishment of cumulative 10-year volume;
C.5.2 Establishment of cumulative customer years;
C.5.3 Establishment of proposed rate base;
C.5.4 Request for potential to file an incremental capital module; and
C.5.5 Z Factor mechanism.
C.6 Is the proposal to create the following deferral and variance accounts appropriate?
C.6.1 Purchased Gas Commodity Variance Account (“PGCVA”);
C.6.2 Storage and Transportation Deferral Account (“S&TDA”);

C.6.3 Unaccounted for Gas Variance Account (“UFGVA”);
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C.6.4 Federal Carbon Charge — Customer Variance Account (“FCCCVA”);
C.6.5 Federal Carbon Charge — Facility Related Deferral Account (“FCCFVA”);
C.6.6 Greenhouse Gas Emissions Administration Deferral Account (“GGEADA”);
C.6.7 Regulatory Expense Deferral Account (“REDA”);
C.6.8 Municipal Tax Variance Account (“MTVA”);
C.6.9 Energy Content Variance Account (“ECVA”);

C.6.10 Contribution in Aid of Construction Variance Account (“CIACVA”);

C.6.11 External Funding Variance Account (“EFVA”); and

C.6.12 Regulatory Asset Deferral Account (“RADA”).

D. Allowed revenue

D.1 Is the establishment of the cumulative 10-year revenue requirement appropriate?
D.1.1 Is the cumulative Distribution Revenue Requirement appropriate?
D.1.2 Is the cumulative Upstream Revenue Requirement appropriate?
D.1.3 Is the cumulative Other Revenue Requirement appropriate?

E. Cost allocation and Rate Design

E.1 Are the proposed allocation methodology, allocations and revenue-to-cost ratios

appropriate?
E.1.1 Are the proposals for rate design appropriate?
E.1.2 Is the proposal for four rate classes appropriate?
E.1.3 Is the applicability by rate class appropriate?
E.1.4 Are the services delivered by rate class appropriate?
E.1.5 Are the proposed rates appropriate?
E.1.6 Is the proposed rate rider appropriate?

E.1.7 Are the proposed service charges in the Terms and Conditions appropriate?



F. Customer agreements

F.1

Are the General Terms and Conditions for Rate 16 Customers appropriate?

G. Scorecard

G.1

Is the proposed Scorecard appropriate?
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G.1.1 Are the proposed service quality performance and measurements appropriate?

H. Utility System Plan

H.1

Is the proposal to approve an initial Utility System plan in this Application and file an

enhanced Utility System Plan in 2025 appropriate?
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1.4 System Overview

1. The Southern Bruce system is a greenfield project with construction scheduled to begin in June
2019 and a targeted substantial completion date of October 31, 2021. EPCOR has filed a leave to
construct application with the Board (EB-2018-0263) for this system. Aligned with the Board’s
Southern Bruce Expansion Decision on the CIP competitive process?!, and subject to Board
approval of EPCOR’s leave to construct, the system will service the following communities within
the Municipality of Arran-Elderslie, the Municipality of Kincardine and the Township of Huron-

Kinloss:
i. Arran-Elderslie: Chesley and Paisley;
ii. Kincardine: Tiverton, Inverhuron, Kincardine and the Bruce Energy Centre; and
iii. Huron-Kinloss: Lurgan Beach, Point Clark, Ripley, and Lucknow.
2. An overview map of the proposed system is included in Exhibit 1, Tab 3, Schedule 5.

3. EPCOR’s leave to construct application includes a request to approve model franchise agreements

for the following areas:
i. Municipality of Arran-Elderslie
ii. Municipality of Kincardine
iii. Township of Huron-Kinloss
iv.  Township of Chatsworth
V. Municipality of West Grey
vi. Municipality of Brockton
vil. Grey County

viii. Bruce County

21 EB-2016-0137/0138/0139 — Decision and Order, April 12, 2018, page 14
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Overview maps of the upper and lower tier municipalities for which approval of franchise
agreements in EB-2018-0263 have been requested is included in Exhibit 1, Tab 3, Schedules 4 and
5.

EPCOR intends to develop an operation/service center in Kincardine. This center will be operational

in advance of EPCOR connecting it first customer.
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1.5 Application Summary

1.5.1 Revenue Requirement

1. EPCOR confirms as its starting point the 10-year revenue requirement of $75.583 million set out in
the CIP (the “Distribution Revenue Requirement”). After adjustments for certain items that were
excluded from the CIP revenue requirement, the 10-year Distribution Revenue Requirement is
$58.535 million. In addition to the Distribution Revenue Requirement, EPCOR is requesting a Non-
distribution revenue requirement of $27.058 million over 10-years. Table 1-4 includes an annual

forecast of these revenue requirements.

Table 1-4: Ten Year Revenue Requirement

(Thousands of Dollars)

Col. 1 Co.2  Co.3  Co.4 Col.5  Col.6  Col.7  Co.8  Co.9  Col.10  Col. 11
Description 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 Sum
CIP Distribution Revenue Requirement 1,332 4,389 6,156 7,534 8,489 9,122 9,406 9,567 9,723 9,865 75583
less Grant Impact (352)  (1435)  (1,753)  (1,721)  (1,689)  (1,657)  (1.624)  (1,592)  (1,560)  (1,528) (14,912)
less Tax Holidays (114) (189) (214) (223) (231 (235) (249) (250) (251) (252)  (2,208)
Rate Smoothing Adjustment 279 (281) (427) (221) (69) 49 87 140 194 248 )
add LEAP Funding 2 4 6 7 8 9 9 9 9 9 72
Distribution Revenue Requirement 1,147 2,487 3,768 5,376 6,508 7,288 7,629 7,875 8,115 8,343 58,535
add Upstream Recovery Charge 49 239 310 366 403 467 460 452 443 435 3,625
add Transportation and Storage Charge 80 372 513 630 712 763 789 802 815 826 6,302
add Gas Supply Charge 190 662 1,224 1,682 1978 2160 2248 2200 2330 2366 17,129
Non-distribution Revenue Requirement 319 1273 2,047 2678 3003 3,391 3497 3544 3588 3627 27,056
Total EPCOR Revenue Requirement 1,466 3,760 5,814 8,053 9601 10679 11126 11418 11,703 11,970 85,591
2. The main drivers for the Distribution Revenue Requirement are the depreciation and return on

capital based on the capital expenditures expected to be incurred to construct this greenfield
system and as well as OM&A expenses necessary to service the system and growing customer

base.

3. The main drivers for the Non-distribution Revenue Requirement are the contribution in aid of

construction (“CIAC”) required by Union (for the Dornoch Meter and Regulator Station and its
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Owen Sound Transmission Reinforcement project), and Union’s proposed M17% service that Union
is indicating would apply to EPCOR for transportation services. If the conditions or rates included in
any Board approved M17 service are different from those included in Union’s application, or if
EPCOR is able to access an alternative service, such as M9, EPCOR will update the relevant

elements of this Application, as required.

4, The Other Revenue Requirement is driven by service and miscellaneous charges proposed in

EPCOR’s Terms of Service.
1.5.2 Budgeting and Accounting Assumptions

5. The inflation forecast used in determining the 10 year revenue requirement was 1.27% per
annum. The forecast is as per the rate agreed to by the parties when developing the framework
under which the CIPs would be developed. This inflation value was based on the most recent four
quarter average GDP IPlI FDD methodology accepted by the OEB at that time. The Custom IR plan
proposed in Exhibit 10 includes an Incentive Rate Adjustment proposal for truing forecasted

inflation rates on OM&A expenses on an annual basis.

6. Customer growth over the 10-year rate stability period is as included in EPCOR’s CIP and recreated

in Table 1-5 below.

Table 1-5 Customer Growth Included in CIP

Col.1 Col.2 Col.3 Col.4 Col.5 Col.6 Col.7 Col.8 Col.9 Col.10  Col. 11

Rate Class 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 Cumulative
Rate 1 - General Firm Service 962 2,544 3,611 4,246 4,792 5,038 5,094 5134 5172 5179 41,772
Rate 6 - Large Volume General Firm Service 14 36 59 79 88 92 92 92 92 92 736
Rate 11 - Large Volume Seasonal Service 1 1 4 5 5 5 5 5 5 5 41
Rate 16 - Contracted Firm Service 2 2 2 2 2 2 2 2 2 2 20
Total 979 2,583 3,676 4,332 4,887 5,137 5,193 5,233 5,271 5,278 42,569

22 EB-2018-0244 Rate M17 Firm Transportation Service, August 30, 2018
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7. As further discussed in Exhibit 6, customer growth has been updated to reflect the impact of

delayed timeline for OEB decisions.

8. EPCOR reports under IFRS and these revenue requirements have been developed using Modified
IFRS.
9. EPCOR’s accounting policies are discussed in Exhibit 2 and include the following.

a. Capitalization policy — This policy functions as a guide in respect of what should be
recognized as a tangible asset or intangible asset other than goodwill. The intent is to
ensure that the fixed assets are properly reported in the financial statements in

accordance with International Financial Reporting Standards (IFRS).

b. Capitalization for Regulatory Accounting Purposes - The capitalization policy
functions as a guide in respect of what should be recognized as a tangible asset or
intangible asset other than goodwill for regulatory accounting and reporting. The
intent is to ensure that fixed assets are properly reported in accordance with

applicable regulatory accounting pronouncements.

c. Capital Overhead Policy - The purpose of this policy is to identify the types of
overhead costs that can be capitalized in the course of acquiring or constructing an
item of property, plant and equipment (PP&E) in accordance with International

Financial Reporting Standards (IFRS).

d. Project Development Costs Policy (including preliminary feasibility research, site
inspections, permitting, etc.) — The intent is to properly classify such costs as either

an asset or an expense, given the nature and tenure of the particular project.
1.5.3 Throughput Forecast

10. The forecasted demand used to develop the Gas Supply Plan that is discussed in Exhibit 4 is based

on the annual delivery volumes developed during the CIP process. This demand forecast reflects
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the expected customer profile, including attachment rates and throughput per customer over the
10-year rate stability period. Throughput for mass market customers was agreed to between
EPCOR and Union, and was generally based on Union’s Normalized Annual Consumption as well as
the parties’ experience with smaller commercial customers. Throughput for industrial and larger
commercial customers was determined after consultation with those customers. Values for
EPCOR’s customer attachment rates are supported by two customer surveys, consultation with

potential customers and industry experience.

The demand forecast for the Gas Supply Plan was used as an input in the supply options analysis

which modeled three Supply Options under a normalized winter weather scenario:

a. Annual Baseload Supply Option: Baseload commodity procurement, adjusted

annually, with optimized annual storage procurement,

b. Seasonal Baseload Supply Option: Baseload commodity procurement, adjusted

upward in the winter period, with optimized annual storage procurement, and

c. Month-to-Month Supply Option: Baseload commodity procurement, adjusted

monthly, with no storage procurement.

A sensitivity analysis was performed whereby the three Supply Options were endogenously
shocked for above and below normal winter demand, five-year winter commodity and storage

price volatility, and average commodity prices reflective of winter 2013-2014.

The results of the sensitivity analysis show that the Annual Baseload Supply Option performs the
best in terms of balancing reliability, cost-effectiveness, and flexibility of procurement when

stressed for storage and commodity price uplift, and above and below normal winter demand.

Table 1-6 includes a summary of annual customer counts and throughput volumes that were

included in EPCOR’s CIP.
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Table 1-6: Annual Customer Attachments and Throughput Volumes
(Thousands m3)

Col. 1 Col. 2 Col. 3 Col. 4 Col. 5 Col. 6 Col. 7 Col. 8 Col. 9 Col. 10 Col. 11

Description 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 Cumulative
Row 1 Customer Attachments 979 2,583 3,676 4,332 4,887 5,137 5,193 5,233 5,271 5,278 42,569
Row 2 Throughput Volumes 5414 28,651 32,946 36,338 38,428 39,614 40,101 40,174 40,237 40,283 342,187

1.5.4 Rate Base and Utility System Plan

15. EPCOR’s proposed rate base is $24.477 million in 2019 and increases to $54.940 million in 2028.
These values are net of the $22.0 million in funding EPCOR is scheduled to receive for this project
and are supportive of the net Distribution Revenue Requirement of $58.535 million as discussed
above. Table 1-7 details the proposed annual rate base during the rate stability period.

Table 1-7: Summary of Projected Utility Rate Base

(Thousands of Dollars)

Description 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Fixed Assets
24,730 55,334 62,740 65,183 66,891 68,133 68,785 69,169 69,769 70,294

-346  -1,355 -2,873 -4,617 -6,419 -8,262 -10,132 -12,015 -13,922 -15,852
24,385 53,979 59,868 60,566 60,472 59,871 58,653 57,154 55,847 54,442

Gross Book Value
Accumulated Depreciation
Net Book Value

Allowance for Working
Capital

Working Capital 93 244 326 381 419 454 467 473 479 504

Rate Base

24,477 54,223 60,193 60,947 60,891 60,325 59,120 57,627 56,326 54,946
Rate Base

16. The capital expenditures necessary to construct and maintain the distribution system included in
EPCOR’s CIP during the rate stability period total $71.832 million. This value is net of the $22.0

million in external funding EPCOR expects to receive for this project.
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17. The primary driver of capital expenditures during the 10-year rate stability period is the
construction of the greenfield Southern Bruce distribution system as included in EPCOR’s CIP and
further detailed in its leave to construct application (EB-2018-0263). During the initial years of the
rate stability period EPCOR does not expect to incur material maintenance capital. Table 1-8 details

the proposed capital expenditures by year during the rate stability period.

Table 1-8: Summary of Capital Budget
(Thousands of Dollars)

Col.1 Col.2 Col.3 Col.4 Col.5 Col.6 Col.7 Col.8 Col.9 Col. 10

Asset Group 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
Row 1 CIAC to Enbridge - Owen Sound Reinforcement 2,363 0 0 0 0 0 0 0 0 0
Row 2 CIAC to Enbridge - Station 2,935 0 0 0 0 0 0 0 0 0
Row 3 Distribution Mains - Metallic 36,824 0 0 0 0 0 0 0 0 0
Row 4 Distribution Land Rights 26 26 0 0 0 0 0 0 0 0
Row 5 Distribution Mains - Plastic 11,144 19,878 124 126 130 147 194 162 160 93
Row 6 Distribution Services Plastic 1,804 2,966 2,116 1,248 1,085 543 164 137 135 78
Row 7 Distribution Meters 573 941 677 416 361 181 55 46 45 26
Row 8 Distribution Measuring and Regulating Equipt. 1,209 895 106 0 0 0 0 0 0 0
Row 9 Vehicles 468 0 0 0 0 0 0 0 499 0
Row 10 Machinery and Equipment 0 323 0 0 0 0 0 0 0 0
Row 11 Sum 57,346 25,030 3,023 1,791 1576 872 413 344 838 197

18. EPCOR has developed an initial Utility System Plan (“USP”) and included it in Exhibit 2 of this
Application. The initial USP details the utility’s asset management policy, strategy and objectives as
well as customer engagement activities and a description of its investment planning process. As a
greenfield project, the majority of EPCOR’s capital spending activities over the 10-year rate stability
period are focused on constructing the distribution system as outlined in its CIP and leave to
construct application (EB-2018-0263) as well as connecting customers to that system. The
communities to be covered by the system are as determined by the Board’s Southern Bruce
Expansion Decision and the customer connections are as described in EPCOR’s CIP. See Exhibit 3

for additional details.

19. EPCOR is proposing that it file an enhanced USP in 2025 that would be supported by five years of

data, including several years after system commissioning. This would allow EPCOR to augment
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sections of this initial USP. Enhancements would include an engineering plan that would highlight
potential system enhancements, how additional investments would be selected and prioritized,
address potential customer concerns and areas that might require strengthening as well as linkages

and trade-offs between capital projects and ongoing OM&A spending.
Operations, Maintenance and Administration (OM&A) Expense

The OM&A costs that support the revenue requirement as included in EPCOR’s CIP total $18.360
million over the 10-year rate stability period. The primary cost driver for OM&A costs are Salaries,
Wages, and Benefits which total 52% of the budget. A secondary cost driver is Shared Services

which total 24% of the budget over the rate stability period.

The forecasted inflation rate used for OM&A costs in the CIP and this Application is 1.27%. This is
aligned with the agreement to use the methodology accepted by the OEB at that time which was
to forecast inflation rate based on the most recent four quarter average GDP IPI FDD. In Exhibit 4,
EPCOR has also provided its OM&A budget in 2018 real dollars in order to form a basis to recover

actual inflation on OM&A expenses as detailed in its Custom IR plan in Exhibit 10.

A summary of the OM&A costs are detailed in Table 1-6.
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(Thousands)
Col. 1 Col. 2 Col. 3 Col. 4 Col. 5 Col. 6 Col. 7 Col. 8 Col.9 Col. 10 Col. 11

Operating Expense 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 Cumulative
Salaries & Wages & Benefits 615 1,246 1,185 1,200 1,215 1,231 1,246 1,262 1,278 1,294 11,772
Utilities 9 18 18 18 19 19 19 19 19 20 178
Billing & Collection 15 62 74 88 101 107 110 112 114 116 901
Insurance 12 41 53 59 59 60 61 62 62 63 532
Repairs & Maintenance 5 28 40 48 55 58 60 61 62 63 481
Vehicle & Travel 27 55 55 56 57 57 58 59 60 60 543
Office & Administrative 54 110 111 112 114 115 117 118 120 121 1,093
Contractors & Emergency Services 52 119 131 139 146 150 152 155 157 159 1,359
Shared Services 92 423 495 546 589 615 631 644 657 669 5,361
Marketing 13 26 26 27 27 27 28 28 28 29 259
Capitalization -338 -685 -474 -480 -486 -373 -378 -383 -388 -134 -4,119
Grand Total 555 1,443 1,715 1,813 1,895 2,067 2,103 2,137 2,171 2,461 18,360

As detailed in Figure 1-3, there is a downward trend for OM&A costs per customer during the rate

stability period. This reflects the fact that certain OM&A costs, including salaries, have a fixed

element that has limited sensitivity to the number of customers served. This downward trend also

reflects the efficiencies that EPCOR incorporated into its revenue requirement due to the

competitive pressures brought to bear as a result of the Board’s competitive process.
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EPCOR has prepared a Gas Supply Plan for the 3-year period from 2019 — 2021. This plan has been

used to prepare a forecast of the cost to manage gas supply and storage charges. Transportation

charges have been forecast using Union’s proposed M17 service. Table 1-10 details the annual

forecast for these costs.

Table 1-10: Forecasted Upstream Costs

Col. 1

(Thousands of Dollars)

Col. 2

Col. 3

Col. 4 Col. 5 Col. 6 Col. 7 Col. 8 Col.9  Col. 10 Col. 11
Operating Expense 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 Cumulative
Gas Supply Commodity Cost 187 646 1,179 1,599 1,857 2,003 2,058 2,070 2,080 2,085 15,763
Transportation 83 492 495 498 499 500 500 500 500 500 4,567
Storage 51 92 128 152 168 177 180 182 185 185 1,500
Load Balancing Administration 6 31 35 39 41 42 43 43 43 43 366
Grand Total 327 1,261 1,837 2,288 2,565 2,722 2,780 2,795 2,808 2,814 22,196

Pursuant to the Board’s Southern Bruce Expansion Decision EPCOR has incorporated Union’s

depreciation rates in this Application. Exhibit 4 includes additional details regarding depreciation

rates.
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Cost of Capital

Pursuant to the Board’s Southern Bruce Expansion Decision: “The capital structure for both
proposals were to be based on Union’s approved deemed debt/equity ratio of 64%/36%.”23, that

capital structure has been used in the Application.

Consistent with the determination of its revenue requirement EPCOR proposes to adopt the OEB’s
deemed cost of equity, long-term debt and short-term debt during the rate stability period. For
the purpose of forecasting the cost of capital from 2019 to 2028, the deemed cost of capital
released by the OEB on October 27, 2016 have been incorporated. Table 1-11 summarizes the cost

of capital from 2019 to 2028.

Table 1-11: Cost of Capital

Col. 1 Col. 2

Capital Component  Annual Cost

Row 1 Equity 8.78%
Row 2  Long-term Debt 3.72%
Row 3  Short-term Debt 1.76%
Row4 WACC 5.46%

Cost Allocation and Rate Design

In arriving at the revenue requirement that was established in the Board’s Southern Bruce
Expansion Decision, EPCOR understood that, as a new gas distribution utility with no existing
customers, the utility’s viability depends on attracting customers that are currently obtaining their
energy needs from other sources. Conversion of customers must also take place in a timely manner
as before the end of 2021 the utility faces a level of fixed and operational costs which reflect a fully

constructed system.

The CIP process did not establish rates for individual rate classes but in building up its revenue
requirement, EPCOR worked to confirm the expected level of revenue from each rate class based
on expected conversion rates. This level of conversion was based on a targeted level of savings (a

minimum of 20%) by the customer. Should any approved rates vary from those proposed in this

23 EB-2016-0137/0138/0139 — Decision and Order, April 12, 2018, page 9
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Application, there could be impacts to customers’ savings which in turn would directly effect
conversion rates. Impacting conversion rates in one rate class has implications for rates in all rate
classes (and thus, the conversion rates in those rate classes) since the total revenue requirement
has been determined as part of the CIP process and rates would have to increase/decrease in other
rate classes to compensate. In order to remain economic, the utility needs to realize the expected
conversion rates in all classes (i.e., neither residential, commercial or industrial customers on their
own can generate sufficient revenue to make the utility viable). If the established revenue
requirement is not realized then the ability of all customer classes to take advantage of the lower
fuel costs and environmental benefits of converting to natural gas may be lost as the long term

sustainability of the utility would be at risk.

ECPOR has completed a cost allocation study (the “Study”) that has applied accepted cost
allocation principles and used a three-step methodology of functionalization, classification and
allocation of the costs to provide service that apportions the forecasted 2028 revenue requirement
to each of the four proposed customer rate classes. EPCOR is proposing to use its forecasted 2028
revenue requirement and customer count as the “test” year for cost allocation as by that year
construction and any necessary refinements of the system will be complete and the period of rapid
customer growth will have tapered off. As a result, the Southern Bruce system is expected to be a
stable and sustainable operation in which there are sufficient customers to support its long term

economics. This Study is further detailed in Exhibit 7.

EPCOR notes that this Study is useful as it serves as a comparison and a reasonableness check of
the rates and resulting revenue proposed to be recovered from each rate class. However, caution
should be exercised in attempting to rely on it to directly establish rates for the utility. In
completing this Study EPCOR is using its current best view of what the Southern Bruce System will
look like in 2028. As the system has yet to be built, has no customers, and no operating history, this
view is based on its CIP, its Aylmer natural gas system and management judgement. Therefore, the
results of the Study must be interpreted with caution as, even to one decimal place, they reflect
current best estimates. This is in comparison to a typical utility’s cost allocation study which is
based on the operating history of a mature system and can be reasonably used directly as a basis

on which to establish rates.
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32. The results of the Study are summarized in the tables below including the forecasted revenues,
cost of service allocation and revenue to cost ratio for each proposed customer class. Table 1-13
presents the results before external funding (applying the proposed rate schedule), and Table 1-12
presents the results after external funding has been applied. As shown in Table 1-12 below, the
revenue to cost ratios for each customer class range from 0.78 to 1.37 indicating that the proposed

revenue to be recovered from each rate class is within a range of plus or minus 37%.

Table 1-12: 2028 Distribution Revenue to Cost Comparison with External Funding

Col. 1 Col. 2 Col. 3 Col. 4 Col. 5
Rate 11 - Large Rate 16 -
Description Total Rat_e 1 Gef‘efa' Rate 6 - Lgrge Volu_me Volume Seasonal Contracted Firm
Firm Service General Firm Service N X

Service Service
Row 1 Revenue 7,846.23 5,298.99 1,030.98 241.93 1,274.32
Row 2  Cost of Service 7,683.94 5,246.98 1,324.26 179.81 932.89
Row 3  Over / Under Contributions 162.29 52.01 -293.28 62.12 341.44
Row 4  Revenue to Cost Ratio 1.02 1.01 0.78 1.35 1.37

33. Table 1-13 highlights that all rate classes are benefiting from the application of external funding as

the cost of service for each class is reduced.
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Table 1-13: 2028 Distribution Revenue to Cost Comparison without External Funding

Col. 1 Col. 2 Col. 3 Col. 4 Col. 5
Rate 11 - Large Rate 16 -
Description Total Rate 1 - General  Rate 6 - Large Volume Volume Seasonal Contracted Firm
Firm Service General Firm Service ) -

Service Service
Revenue 7,846.23 5,298.99 1,030.98 241.93 1,274.32
Cost of Service 9,211.68 6,053.06 1,691.67 225.42 1,241.53
Over / Under Contributions ~ -1,365.45 -754.07 -660.69 16.52 32.79
Revenue to Cost Ratio 0.85 0.88 0.61 1.07 1.03

The revenue to cost ratios before funding is applied ranges from 0.61 to 1.03 and is 0.85 in total
across all customer classes indicating there is a revenue deficiency when applying the proposed
rate schedule. With the external funding applied that revenue deficiency is eliminated (i.e. total
revenue to cost ratio of 1.01 in 2028) and the revenue to cost ratios for each customer class

increase.

The revenue to cost ratios are calculated based on 2028, the year with the largest number of
customers during the rate stability period. Prior to achieving this customer base in 2028 this ratio

to be less than one (i.e. the utility’s costs are greater than revenue generated).

As further detailed in Exhibit 7, EPCOR is proposing to establish the following four rate classes for

its Southern Bruce operations:

Rate 1 — General Firm Service

37.

This rate class is designed to apply to residential, small commercial, and agricultural market
segments with year-round gas requirements equal to or less than 10,000m? per annum. Customers
in this rate class are provided with upstream and delivery services. It is expected approximately

5,179 of the total 5,278 forecasted connections will qualify for this rate class.

Rate 6 — Large Volume General Firm Service

38.

This rate class is designed to apply to medium and large commercial and agricultural market

segments with year-round gas requirements whose gas requirements are greater than 10,000m?
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per annum. Customers under this rate class are provided upstream and delivery services. This rate

class is forecast to account for 92 of the 5,278 total connections.

Rate 11 — Large Volume Seasonal Service

39.

This rate class is designed to apply to customers requiring seasonal loads requiring gas from May 1
through December 15 inclusive whose gas requirements are greater than 10,000m? per annum,
and do not require gas from December 16 through April 30 inclusive. Customers obtaining service
under this rate class are offered upstream and delivery services. It is expected 5 of the 5,278 total

connections will make up this rate class.

Rate 16 — Contracted Firm Service

40.

158

41.

15.9

42.

This rate class is designed for very large volume customers directly connected to EPCOR’s high-
pressure steel mainline that enter into a contract with EPCOR for firm contract daily demand of at
least 2,739m3. Customers in this rate class are provided delivery, transportation, and daily and
cumulative load balancing services. It is expected 2 of the 5,278 total connections will qualify for

rate class.
Performance and Reporting

EPCOR is proposing a new scorecard for the Southern Bruce operations. In alignment with the
Renewed Regulatory Framework as detailed in the Handbook for Utility Rate Applications dated
October 13, 2016, the proposed scorecard includes a total of 20 measures related to customer
focus, operational effectiveness, public policy responsiveness and financial performance. The
proposed scorecard explicitly includes the Service Quality Requirements outlined in the OEB’s Gas
Distribution Access Rule as amended January 1, 2017. An example of the proposed scorecard in
included in Exhibit 1, Tab 2, Schedule 2. See Section 1.7 (Performance Measurement and

Scorecard) of this Exhibit for details on the proposed scorecard and measurements.
Bill Impacts

Following are examples of the average annual bill for customers in the four rate classes as
proposed in this Application. The bill examples are for 2020, the first year that all classes of

customers are expected to receive service. The following bill samples have been provided:
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43.  Rate 1: Average residential, small commercial, and small agricultural market segments with

volumes as per common assumptions determined during the CIP process.

44.  Rate 6: Average medium commercial and large commercial market segments with volumes as per

common assumptions determined during the CIP process.

45. Rate 11: Two sample seasonal customers with estimated volumes used by EPCOR during the CIP

process.

46. Rate 16: One example Industrial customer assuming 50,000m3/day contract demand and a load

factor of 70%. This is provided as an example only, actual bills may vary materially as the

contracted demand varies by customer based on their contract.

Table 1-14 Table 1-12: Customer Bill Impact 2020
Rate 1 - General Firm Service, Existing Residential

(Dollars unless Otherwise Specified)

Col. 1 Col. 2 Col. 3 Col. 4
Description

Months Effective Cx (Cx) Charge ($/Cx/month) Bill Amount
Monthly Fixed Charge 12 1 25.32 304

Rate Block (m3) Volumes (m3) Charge (¢/m3
Delivery Charge First 100 m3 1,001 27.1351 272
Next 400 m3 1,148 26.6006 305
Over 500 m3 0 25.8148 0
Total Distribution Charge 2,149 881
Fixed Charge Ratio of Distribution Charge 34.49%

Volumes (m3) Charge (¢/m3
Upstream Charges Upstream Recovery Charge 2,149 1.4779 32
Transportation and Storage 2.149 27308 59

Charge

Gas Supply Charge 2,149 12.6433 272
Total Non-Distribution Charges 362
Total Revenue 1,243
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Table 1-15 Customer Bill Impact 2020
Rate 1 - General Firm Service, New Residential
(Dollars unless Otherwise Specified)
Col. 1 Col. 2 Col. 3 Col. 4
Description
Months Effective Cx (Cx) Charge ($/Cx/month) Bill Amount
Monthly Fixed Charge 12 1 25.32 304
Rate Block (m3) Volumes (m3) Charge (¢/m3
Delivery Charge First 100 m3 993 27.1351 269
Next 400 m3 1,073 26.6006 285
Over 500 m3 0 25.8148 0
Total Distribution Charge 2,066 859
Fixed Charge Ratio of Distribution Charge 35.38%
Volumes (m3) Charge (¢/m3

Upstream Charges Upstream Recovery Charge 2,066 1.4779 31
Transportation and Storage Charge 2,066 2.7398 57
Gas Supply Charge 2,066 12.6433 261
Total Non-Distribution Charges 348
Total Revenue 1,207
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Table 1-16 Customer Bill Impact 2020
Rate 1 - General Firm Service, Small Commercial

(Dollars unless Otherwise Specified)

Col. 1 Col. 2 Col. 3 Col. 4

Description
Months Effective Cx (Cx) Charge ($/Cx/month) Bill Amount
Monthly Fixed Charge 12 1 25.32 304
Rate Block (m3) Volumes (m3) Charge (¢/m3
Delivery Charge First 100 m3 1,198 27.1351 325
Next 400 m3 2,475 26.6006 658
Over 500 m3 1,020 25.8148 263
Total Distribution Charge 4,693 1,551
Fixed Charge Ratio of Distribution Charge 19.59%
Volumes (m3) Charge (¢/m3
Upstream Charges Upstream Recovery Charge 4,693 1.4779 69
Transportation and Storage Charge 4,693 2.7398 129
Gas Supply Charge 4,693 12.6433 593
Total Non-Distribution Charges 791
Total Revenue 2,342
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Table 1-17 Customer Bill Impact 2020
Rate 1 - General Firm Service, Small Agricultural

(Dollars unless Otherwise Specified)

Col. 1 Col. 2 Col. 3 Col. 4

Description
Months Effective Cx (Cx) Charge ($/Cx/month) Bill Amount
Monthly Fixed Charge 12 1 25.32 304
Rate Block (m3) Volumes (m3) Charge (¢/m3
Delivery Charge First 100 m3 1,199 27.1351 325
Next 400 m3 2,484 26.6006 661
Over 500 m3 1,037 25.8148 268
Total Distribution Charge 4,720 1,558
Fixed Charge Ratio of Distribution Charge 19.50%
Volumes (m3) Charge (¢/m3
Upstream Charges Upstream Recovery Charge 4,720 1.4779 70
Transportation and Storage Charge 4,720 2.7398 129
Gas Supply Charge 4,720 12.6433 597
Total Non-Distribution Charges 796
Total Revenue 2,353
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Table 1-18 Customer Bill Impact 2020
Rate 6 - Large Volume General Firm Service, Medium Commercial
(Dollars unless Otherwise Specified)
Col. 1 Col. 2 Col. 3 Col. 4
Description
Months Effective Cx (Cx) Charge ($/Cx/month) Bill Amount
Monthly Fixed Charge 12 1 103.30 1,240
Rate Block (m3) Volumes (m3) Charge (¢/m3

Delivery Charge First 1000 m3 9,832 25.0328 2,461
Next 6000 m3 17,101 22.5295 3,853

Over 7000 m3 0 21.4030 0

Total Distribution Charge 26,933 7,554
Fixed Charge Ratio of Distribution Charge 16.41%

Volumes (m3) Charge (¢/m3

Upstream Charges Upstream Recovery Charge 26,933 2.9279 789
Transportation and Storage Charge 26,933 5.7283 1,543

Gas Supply Charge 26,933 12.6433 3,405
Total Non-Distribution Charges 5,737
Total Revenue 13,290



Row 1
Row 2
Row 3
Row 4
Row 5
Row 6
Row 7
Row 8
Row 9
Row 10
Row 11
Row 12
Row 13
Row 14
Row 15
Row 16

Row 17
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Table 1-19 Customer Bill Impact 2020
Rate 6 - Large Volume General Firm Service, Large Commercial

(Dollars unless Otherwise Specified)

Col. 1 Col. 2 Col. 3 Col. 4

Description
Months Effective Cx (Cx) Charge ($/Cx/month) Bill Amount
Monthly Fixed Charge 12 1 103.30 1,240
Rate Block (m3) Volumes (m3) Charge (¢/m3
Delivery Charge First 1000 m3 11,715 25.0328 2,933
Next 6000 m3 40,793 22.5295 9,190
Over 7000 m3 23,177 21.4030 4,961
Total Distribution Charge 0 18,323
Fixed Charge Ratio of Distribution Charge 6.76%
Volumes (m3) Charge (¢/m3
Upstream Charges Upstream Recovery Charge 75,685 2.9279 2,216
Transportation and Storage Charge 75,685 5.7283 4,335
Gas Supply Charge 75,685 12.6433 9,569
Total Non-Distribution Charges 16,120
Total Revenue 34,444



Row 1
Row 2
Row 3
Row 4
Row 5
Row 6
Row 7
Row 8
Row 9
Row 10
Row 11
Row 12
Row 13
Row 14

Row 15

Table 1-20 Customer Bill Impact 2020

Rate 11 - Large Volume Seasonal Service, Sample Dryer 1

(Dollars unless Otherwise Specified)
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Col. 1 Col. 2 Col. 3 Col. 4
Description
Months Effective Cx (Cx) Charge ($/Cx/month) Revenue
Monthly Fixed Charge 8 1 206.59 1,653
Rate Block (m3) Volumes (m3) Charge (¢/m3
Delivery Charge Over 0 m3 101,499 15.5496 15,783
Total Distribution Charge 101,499 17,435
Fixed Charge Ratio of Distribution Charge 9.48%
Volumes (m3) Charge (¢/m3
Upstream Charges Upstream Recovery Charge 101,499 0.0353 36
Transportation and Storage Charge 101,499 1.8446 1,872
Gas Supply Charge 101,499 12.6433 12,833
Total Non-Distribution Charges 14,741
Total Revenue 32,176



Row 1
Row 2
Row 3
Row 4
Row 5
Row 6
Row 7
Row 8
Row 9
Row 10
Row 11
Row 12
Row 13
Row 14

Row 15

Table 1-21 Table 1-19: Customer Bill Impact 2020
Rate 11 - Large Volume Seasonal Service, Sample Dryer 2

(Dollars unless Otherwise Specified)
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Col. 1 Col. 2 Col. 3 Col. 4
Description
Months Effective Cx (Cx) Charge ($/Cx/month) Revenue
Monthly Fixed Charge 8 1 206.59 1,653
Rate Block (m3) Volumes (m3) Charge (¢/m3
Delivery Charge Over 0 m3 338,332 15.5496 52,609
Total Distribution Charge 0 54,262
Fixed Charge Ratio of Distribution Charge 3.05%
Volumes (m3) Charge (¢/m3
Upstream Charges Upstream Recovery Charge 338,332 0.0353 119
Transportation and Storage Charge 338,332 1.8446 6,241
Gas Supply Charge 338,332 12.6433 42,776
Total Non-Distribution Charges 49,136
Total Revenue 103,398



Row 1
Row 2
Row 3
Row 4
Row 5
Row 6
Row 7
Row 8
Row 9
Row 10
Row 11
Row 12
Row 13
Row 14

Row 15
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Table 1-22 Customer Bill Impact 2020
Rate 16 - Contracted Firm Service

(Dollars unless Otherwise Specified)

Col. 1 Col. 2 Col. 3 Col. 4
Description
Months Effective Cx (Cx) Charge ($/Cx/month) Revenue
Monthly Fixed Charge 12 1 1,519.05 18,229
_ Contracted Demand (m3/day) Charge (¢/m3/month)
Delivery Charge 50,000 103.6132 621,679
Total Distribution Charge 639,908
Fixed Charge Ratio of Distribution Charge 2.85%
Contracted Demand (m3/day) Charge (¢/m3/month)
Upstream Charges Upstream Recovery Charge 50,000 14.2815 85,689
Transportation Charge - Contracted
Demand 50,000 18.9954 113,972
Total Non-Distribution Charges 199,661
Total Revenue 839,569
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1.5.10 Deferral and Variance Accounts

47. EPCOR requests that the following accounts be established for use during the period covered by

this Application.

i. Purchased Gas Commodity Variance Account (“PGCVA”);
ii. Storage and Transportation Deferral Account (“S&TDA”);
iii. Unaccounted for Gas Variance Account (“UAFVA”);
iv. Federal Carbon Charge — Customer Variance Account (“FCCCVA”);
v. Federal Carbon Charge — Facility Related Deferral Account (“FCCFVA”);
vi. Greenhouse Gas Emissions Administration Deferral Account (“GGEADA”);
vii. Regulatory Expense Deferral Account (“REDA”);
viii. Municipal Tax Variance Account (“MTVA”);
ix. Energy Content Variance Account (“ECVA”);
x. Contribution in Aid of Construction Variance Account (“CIACVA”);
xi. External Funding Variance Account (“EFVA”); and
xii. Regulatory Asset Deferral Account ("RADA")
48.  The criteria used by EPCOR in determining to propose the establishment of the deferral accounts

noted above includes:

the materiality of the amount at risk (revenue or expense);

ii. protection of the ratepayer or the shareholder from benefitting at the expense of the
other party related to a variance in the forecast amount;

iii. the level of uncertainty associated with a forecast of the amount at risk; and

iv. the factors which influence the variance amount are beyond EPCOR’s control and are not
factors which EPCOR agreed would be at its risk as part of the competitive process.

49.  On an appropriate basis, including as part of an annual IR application or QRAM filing, EPCOR may

file proposing disposal of any or all of the balances of the proposed deferral and variance accounts.
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1.5.11 Rate Schedules

50. As Southern Bruce does not yet have any rate schedules approved by the OEB, the proposed
schedules are new in their entirety. The proposed rate schedules are included and discussed in

Exhibit 8 Tab 1 Schedule 2.
1.5.12 Incentive Rate-setting

51. EPCOR is proposing a Custom IR plan in this Application. Key components of the proposed plan
include:

Establishment of a 10-year revenue requirement that is consistent with the Board'’s
Southern Bruce Expansion Decision;

ii. Proposed rate design and schedules for four rates classes;

iii. Proposed cost allocation methodology, allocations and revenue-to-cost ratios;

iv. Proposed final rates for 2019;

v. Proposed IR Mechanism to establish final rates for 2020 to 2028;

vi. Establishment of a rate base which reflects the fixed cost that EPCOR has committed to in
order to construct and maintain the distribution system as included in its CIP;

vii. A Y-Factor for costs associated with specific items that are subject to deferral account
treatment and passed through to customers without any IR Adjustment;

viii. Proposed Z-Factor mechanism; and
ix. Proposal to make provision for an incremental capital module (“ICM”), as necessary.

52. Additional detail of the proposed Customer IR method is included in Exhibit 10.
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1.6 Customer Engagement

1. EPCOR engaged in consultation with representatives of the Municipality of Arran-Elderslie, the
Municipality of Kincardine, and the Township of Huron-Kinloss and residents of those communities
starting in 2015. The intent of this ongoing consultation is to introduce EPCOR, understand the
needs and expectations of potential customers and their representative’s, obtain feedback as to
certain project parameters and to update them as to the status of the project. Customer

engagement has taken place using a number of channels, including the following.
1.6.1 Project Webpage

2. Project information has been provided on the EPCOR website: www.epcorsouthernbruce.com. The
website includes an overview of the project, community and environmental impacts, the
environmental study process, the OEB regulatory process and Ontario Energy Board applications.
As consultation events and activities occurred, documents were posted to the website, including
Project notices, updates and information session display boards. This Application and evidence will

be available for viewing at the above email address.
1.6.2 Information Sessions

3. EPCOR conducted six information sessions starting in October 2015. This intent of these sessions
was to introduce EPCOR to the communities and provide the general public and potential
customers with details regarding the project, how it might impact them and determine their level
of interest in converting to natural gas. A summary of the details of the information sessions is

provided Table 1-23.



Table 1-23: Information Summary Table
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# of Exit
Information Questionnaires
Session Location Date Time # of Attendees?®  Submitted
Chesley Chesley Community October 15, 6:30 pm t0 9:00 | 89 people
Centre 2015 pm
Ripley Ripley-Huron Community | October 16, 5:00 pm to 8:00 | 125 people 105
Centre 2015 pm
Kincardine Kincardine Municipal October 17, 1:00 pm to 4:00 | 76 people
Administration Centre 2015 pm
Kincardine Davidson Centre Main May 23, 2018 5:00 pm to 8:00 | 114 people
Hall pm
Chesley Chesley Community May 24, 2018 5:00 pm to 8:00 | 50 people 88
Centre pm
Ripley Ripley-Huron Community | May 25, 2018 5:00 pm to 8:00 | 35 people
Centre pm
4. In advance of information sessions, notices were published in the Kincardine Independent,

Lucknow Sentinel, the Wingham Advance Times and the Grey Bruce This Week, The Post, and the

Kincardine News. The notice described the Project, its timing, and the environmental study

process, provided contact information and a map showing the preliminary routing. It also provided

information on the information sessions. Information on the project was also provided in the form

of a press release to the media.

5. Notices were also delivered through Canada Post unaddressed ad mail (11,368 flyers) in 2015 and

9,428 flyers in 2018.

6. Notices are available in Exhibit 1 Tab 3 Schedule 2.

1.6.3

Display Boards & Exit Questionnaire

7. Display boards were developed for the Information Sessions. The display boards provided:

Project information and schedule;

24 Based on Sign-In Forms



Information on the OEB regulatory process;
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The pipeline route selection process and the locations of the route options (2015),

preliminary preferred route (2018) and alternative routes;

Information at the 2018 meetings on how the Project had changed from 2015;

The environmental study process;

Existing natural and socio-economic environmental features;

Potential impacts and mitigation measures;

EPCOR’s pipeline construction procedures and information on safety; and

Benefits and economics of converting to natural gas.

Displays related to the benefits and economics of converting to natural gas were provided. These

displays forecast potential annual savings to average residential customers converting from a

specific source of energy to natural gas. The level of savings was based on indicative rates at the

time. EPCOR forecasts that the average annual cost for a residential customer as proposed in its

Rate Schedules in Exhibit 8 Tab 1 Schedule 2 are below the level that was proposed during the

information session.

V.

Vi

Vii.

viii.

iX.
8.
9.

Vi.

An exit questionnaire was provided to attendees. The exit questionnaire requested feedback on:

Whether questions were adequately addressed by the project team regarding the

Project and the OEB review and approval process;

Environmental or socio-economic features within the project study area that were

either incorrectly mapped, omitted or important to consider during the study;

Potential effects to residents and businesses during construction and operation;

The most important factors to consider when evaluating route options;
Their interest in converting to natural gas; and

Any other questions/concerns about the project.

10. Copies of the display boards and the exit questionnaire are located in Exhibit 1 Tab 3 Schedule 2.



Filed: 2018-10-02
EB-2018-0264
Exhibit 1

Tab 2

Schedule 1

Page 59 of 64

1.6.4 Customer Surveys

11.  In addition to other analysis, EPCOR considered the results of two surveys to inform the customer

and demand profiles for this project.

Border Ladner Gervais LLP (BLG) - Business Case for Expansion of Natural Gas Distribution in
Southern Bruce County. Surveys were conducted by telephone among residents and small-
medium sized business establishments most likely to be in the service area. This survey was

conducted from July 31, 2014 to August 6, 2014, and is available at:

http://huronkinloss.com/public docs/documents/2-

South Bruce Gas Business Case Final.pdf

EPCOR Survey. To assess the likelihood of residential customers converting to natural gas,
EPCOR retained Innovative Research in July 2017 to conduct a telephone survey targeting
the municipalities of Arran-Elderslie, Kincardine and Huron Kinloss. As highlighted in Figure
1-4 this survey concluded that 58% of these residents “Definitely Would Convert” or

“Would Likely Convert”. The study results can be found in Exhibit 1 Tab 3 Schedule 1.


http://huronkinloss.com/public_docs/documents/2-South_Bruce_Gas_Business_Case_Final.pdf
http://huronkinloss.com/public_docs/documents/2-South_Bruce_Gas_Business_Case_Final.pdf
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Figure 1-4: EPCOR Household Customer Survey Results on Likelihood of Conversion

1.6.5 Local Presence

12.

13.

OnJune 23, 2017, EPCOR opened a customer care center at 735 Queen Street, Kincardine, Ontario.
This centre allowed community members to learn about, and provide feedback on, the project.
EPCOR has been available to address questions in person, as well as through its customer care e-
mail address (southernbruce@epcor.com). Through this local office, and through attending local
events including Fall Fairs at Chesley, Ripley and Paisley, EPCOR engaged directly with potential
customers, informing them of ECPOR’s plans, proposed routing, and benefits of conversion. EPCOR
also consulted directly with potential industrial and large agricultural customers to determine their

level of interest in connecting to the system.

EPCOR has also been engaging communities through the sponsorship of local events since 2016.

These sponsorships have supported EPCOR’s engagement of residents and businesses by


mailto:southernbruce@epcor.com

14.
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introducing it to the wider community and increasing awareness that they will soon have the

option of converting to natural gas.

Customer engagement activities generated feedback including comments related to current energy
prices paid by potential customers. This feedback has informed EPCOR’s rate making as a
confirmation as to whether proposed rates are competitive enough to encourage the level of

customer conversions necessary to ensure long-term viability of the natural gas system.



1.7
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Performance Measurement and Scoreboard

EPCOR is proposing a new scorecard to measure and monitor performance over the 10-year rate
stability period. The proposed Scorecard is informed by the electricity distributors’ scorecard, the
scorecard proposed by Enbridge Gas Distribution Inc. and Union Gas Limited in their application to
amalgamate (EB-2017-0307), customer benefit measures as determined in the CIP process and is
supported by the goals and objectives of EPCOR’s business plan. This scorecard is also compliant

with the Board’s Gas Distribution Access Rule as amended January 1, 2017.

In alignment with the Renewed Regulatory Framework as detailed in the Handbook for Utility Rate
Applications dated October 13, 2016, the proposed scorecard includes measures for customer
focus, operational effectiveness, public policy responsiveness and financial performance. The
proposed Scorecard is provided at Exhibit 1, Tab 2, Schedule 2. The Scorecard metrics include
service quality requirements (“SQR”) and best practice metrics; and aims to align customer and
utility interests, while continuing to achieve public policy objectives and reinforcing fiscal prudence.

The categories of measures included in the scorecard are as follows:

i. Customer Focus: This performance measure is focused on service quality and customer
satisfaction. The metrics included in this measure are the Board’s customer care related

SQRs. These include:
a. Reconnection response time
b. Scheduled appointments met on time
c. Telephone calls answered on time
d. Customer complaint written response
e. Billing accuracy
f.  Abandon rate
g. Time to reschedule missed appointments

ii. Operational Effectiveness: This performance measure is focused on safety, system reliability
and asset management. The metrics included in this measure include the Board’s

operations related SQRs and damages:
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a. Meter reading performance
b. Percent of emergency calls responded to within one hour
c. Damages

iii. Public Policy Responsiveness: This performance measure includes metrics that align with

the extension of natural gas distribution to new communities.
a. Number of new communities that have access to natural gas distribution system
b. S$/m3 cost to deliver natural gas
c. Customer years
d. Cumulative volume

V. Financial Performance: This performance measure includes metrics that align with the OEB

Yearbook that is published annually. These include:
a. Currentratio
b. Debt ratio
c. Debt to equity ratio
d. Interest coverage
e. Financial statement return on assets
f.  Financial statement return on equity

The proposed Scorecard will demonstrate EPCOR’s focus on providing safe and reliable service to

customers. The Scorecard is provided at Exhibit 1 Tab 2 Schedule 2.



1.8
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Financial Information

As the Southern Bruce system is not expected to be in operation until November 2019 there are no

audited financial statements available.

Exhibit 1 Tab 4 Schedule 1 contains the pro forma statements for this utility. The accounting
standard used for EPCOR’s general purpose statements is IFRS. EPCOR’s parent company, EUI
adopted this standard in 2011.

EPCOR does not have any public debt and is therefore not been rated by any agency. As included in
Exhibit 5, EPCOR’s parent company, EUl will be providing the capital necessary to fund EPCOR. EUI
is rated by DBRS (A low) stable and Standard & Poor’s (A-). The most recent reports by these two

agencies are included in Exhibit 5 Tab 2 Schedule 2.
EPCOR does not currently have any approved Account Orders.

EPCOR has incorporated the main categories of accounts as stated in the Uniform System of

Accounts for Class A Gas Utilities in the preparation of this Application.

EPCOR does not conduct any non-utility businesses.



South Bruce Performance Scorecard

Performance Outcomes

Performance Categories

Service Quality

Customer Focus

Customer Satisfaction

Operational
Effectiveness

Safety, system reliability
and asset management

Measures

Reconnection response time (# of days to
reconnect a customer)

Scheduled appointments met on time
(appointments met within designated time
period)

Telephone calls answered on time (call
answering service level)

Customer Complaint Written Response (# of days
to provide a written response)

Billing accuracy

Abandon Rate (# of calls abandon rate)

Time to reschedule missed appointments

Meter Reading Performance

% of Emergency Calls Responded within One
Hour

Damages
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# of reconnections completed within 2 business days/# of
reconnections completed

# of appointments met within 4hrs of the scheduled date / # of
appointments scheduled in the month

# of calls answered within 30 seconds / # of calls received

# of complaints requiring response within 10 days / # of
complaints requiring a written response

Number of manual checks done as per quality assurance
program, for excessively high or low usage.

# of calls abandoned while waiting for a live agent / # of calls
requesting to speak to a live agent

% of rescheduled work within 2 hours of the end of the original
appointment time

# of meters with no read for 4 consecutive months / # of active
meters to be read

# of emergency calls responded within 60 minutes / # of
emergency calls

Third party line breaks per 1,000 locate requests



Public Policy
Responsiveness

Financial Performance

Extending natural gas
distribution to new
communities

Financial Ratios

New communities that have access to natural gas
distribution system

S/m3 cost to deliver natural gas

Customer years

Cumulative volume

Current Ratio

Debt Ratio

Debt to Equity Ratio

Interest Coverage

Financial Statement Return on Assets

Financial Statement Return on Equity
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(# of communities serviced by system/# of communities
committed to in CIP)

Average S/m3 determined in CIP (as adjusted) — Actual average

S/m3
Average customer years / Customer years as determined in CIP

Actual cumulative volume / Cumulative volume as determined
in CIP
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Information Session Boards
Chesley — October 15, 2015
Ripley — October 16, 2015
Kincardine — October 17, 2015
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THE ROUTE SELECTION PROCESS

STEP 1 | STUDYSUPPLY / DEMAND REQUIREMENTS

- Confirm supply options — Dornoch, Wingham
- Confirm demand to maximize industrial and commercial customers

- Develop pricing model in accordance with Ontario Energy Board requirements

STEP 2 CONSTRAINTS AND OPPORTUNITIES

Inventory of environmental and socio-economic features.

STEP 3 GENERATE ROUTE OPTIONS

The generation of Route Options is influenced by the following:

- Avoidance to the extent feasible of sensitive socio-economic and
environmental features such as communities, wetlands, etc.

- Avoidance to the extent feasible of areas which may present construction
difficulties or the potential for long-term maintenance/remedial work.

- Ultilizing to the extent feasible existing linear infrastructure, such
as hydro corridors, road right-of-ways and property lines.

- The length of the pipeline and associated costs of construction
and operation may influence route generation.

- Routes should follow a reasonably direct path between start and end points

STEP 4 |ROUTE EVALUATION

An evaluation of the Route Options will be conducted based on:

1. A quantitative comparative evaluation of impacts to environmental
and socio-economic features.

2. A qualitative comparative evaluation based on stakeholder input
and the experience of the Project Team in routing linear infrastructure.

Once complete, a Preliminary Preferred Route will be identified.

STEP S INPUT ON THE PRELIMINARY PREFERRED ROUTE

The Preliminary Preferred Route is subject to input through a variety of
communication and consultation activities, such as an Information Session

STEP 6 CONFIRMATION OF THE PREFERRED ROUTE

A Preferred Route will be confirmed. The Preferred Route may require micro-sitting
as the project moves forward based on the results of pre-construction field
investigations, landowner requests, and/or engineering considerations.
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THE PROPOSED PROJECT

EPCOR has partnered with the municipalities of Arran-Elderslie,
Kincardine and Huron-Kinloss to bring natural gas service to
Southern Bruce County.

EPCOR IS PROPOSING TO BUILD:

- Approximately 110 km total of natural gas transmission pipeline
and a 145 km natural gas distribution network in the communities
of Southern Bruce County.

- While routing of the gas infrastructure is still being developed,
our current plan is:

- One segment of the transmission system from Wingham Meter
Station to Bruce Industrial Park by way of Ripley and Kincardine.
This will be approximately 75 km long and consist of Nominal
Pipe Size 8-inch steel extra high pressure pipeline.

- One segment of the transmission system will be from Dornoch
Meter Station to Paisley by way of Chesley. This will be
approximately 35 km long and consist of Nominal Pipe Size
4-inch steel extra high pressure pipeline.

- The project will be developed in three phases.

- Current routing may change based on consultation and route
optimization. EPCOR will review preferred routes with the
communities again in early 2016.

2015 2016 2017-2018 2019 2020 2021
AN AN AN AN AN
L > i > i > i > L > Hl
Approvals Phase Approvals and Phase | Construction Phase Il Construction Phase lll Construction Full System
Reflnement X ) In Service
~ 1st Round of ~ Wingham/Dornoch — Dornoch to Paisley ~ Lucknow, R pley,
Stakeholder and ~ 2nd Round of to Kincardine o Point Clark & Lurgan
Community Input Stakeholder and S " Paisley & Chesley  ggach in Huron-Kinloss
Communty Input ~ Kincardine/Tiverton Distribution System in
— Environmental Impact _ . Arran-Elderslie ~ Phase lll In Service
Assessment - Apply for OEB Bruce Industrial Park o i Ser
~ Phase Il In Service
Approval - Kincardine & Tiverton
-~ Finalize Government Distr bution System
Funding - Phase | In Service
~ Large Customer
Comm tments

CONTINUOUS CONSULTATION
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EXIT QUESTIONNAIRE
Public Information Session —October 15t, 16, and 17t 2015

Please look over the display panels, and then take a few moments to provide your comments
below. Your input is welcomed and appreciated. If you require any assistance or clarification
while completing the questionnaire please speak with an EPCOR or Stantec representative.

Completed questionnaires can be returned to a Stantec representative or mailed to Stantec
Consulting Ltd. by November 16, 2015. Postage paid, self-addressed envelopes are available at
the registration table.

1. How did you hear about this Public Information Session? (check all that apply)

U Newspaper ad (which one?) U Local media
U From a friend or neighbour (word of mouth) O Mail flyer
U Other (please specify): U Direct mail invitation

2. Which best describes your interest in the project?

U Directly U Adjacent U Gov't U Local U Other (please specify):
affected landowner agency business
landowner

3. Did a project representative adequately address your questions? If no, please list your
questions below and provide a description on how you think we can best address them?

U Yes U No - please explain U Partly — please explain

4. Were you provided with an adequate understanding of the Ontario Energy Board (OEB)
review and approval process?

O vYes 4 No

5. Please identify any environmental or socio-economic features in the Study Area which are
either incorrectly mapped, omitted or that you feel are important to consider during the
study (please state your reasons).
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Considering the location of the Project Facilities shown on the display panels, please
indicate whether there are any potential effects to you, your property, or business that you
would like addressed (i.e., noise, dust, traffic, etc.).

Which of the Route Options do you feel will have the least environmental and
socio-economic impact? Why?

What factors do you feel are most important to compare and evaluate Route
Options for the proposed pipelines (i.e., protected natural areas, residential
properties, agricultural land, watercourses, etc.)?
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9. If natural gas were available, would you be interested in converting to natural gas?

O vyes O No O Maybe, | need more information. U I’'m already hooked up to
natural gas.
U Yes, and | would like more information on converting to natural gas
(please provide contact information below).

10. Do you have any other interests about this proposed project that you would like to bring to
our attention for consideration? If you would like to meet or be contacted to discuss any
outstanding questions or concerns, please describe the issue below, provide your name,
address and telephone number so we may follow up with you.

Thank you for completing this questionnaire

If you would like someone to contact you about any items identified above please provide us
with your contact information.

Name:

Group/Organization:

Mailing Address:

Telephone:

E-mail Address:

Thank you for your participation. Comments and information regarding this study are being collected in

accordance with the Freedom of Information and Protection of Privacy Act, and solely for the purpose of

informing the Proposed Natural Gas Pipelines to Serve Southern Bruce County project. With the exception
of personal information, all comments may become part of the record.
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Information Session Presentation
Chesley — October 15, 2015
Ripley — October 16, 2015
Kincardine — October 17, 2015
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PROVIDING MORE

Southern Bruce Natural Gas Project
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Information Session Boards
Kincardine - May 23, 2018
Chesley - May 24, 2018
Ripley - May 25, 2018
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WELCOME

Thank you for attending! We invite you to view the display boards, speak to representatives from EPCOR or
Stantec, and complete a questionnaire providing your feedback.

Please sign in at the front desk to have your attendance recorded as part of the environmental study and to
receive future Project updates.

The purpose of this Public Information Session is to:

+ Consult with the public, Indigenous communities and regulatory authorities regarding the

Preliminary Preferred Route, alternative route options and potential impacts and mitigation
measures.

+ Provide an opportunity for nearby landowners and the general public to discuss the proposed
Project with representatives of EPCOR and Stantec. Stantec is an Independent environmental
consultant.

Public consultation is a key component of the Environmental Report.

\ 3
L

EPC2R
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Who is EPCOR

Our Story - Then and Now

— EPCOR began as Canada's first municipzlly-owned
electric utility in 1891, serving the citizens of Edmonton.

— Stand-alone corporation as of Jan 1, 1996; sole
shareholder is the City of Edmonton.

— EPCOR is governed by an independent Board of Directors.

6]
OC.'

Ontario
Working in Communities

— EPCOR has a presence in Alberta, Saskatchewan, B.C,

Arizona, New Mexico, Texas and now Oniario.
O Electricity

O Water o : — Our employees work 24/7 to keep essential services
@ Natural Gas B reaching the communities where we live and work.
@ Drainage | O vgwen

N W _ ool — We consider how we can better care for the

environment in all that we do.

— As a citizen, we contribute to the life of our communities.

o
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Project Overview

EPCOR proposes to develop a comprehensive natural gas distribution system to serve the residents, businesses
and farms in southern Bruce County, Ontario. The Municipalities of Arran-Elderslie, Kincardine and the Township
of Huron-Kinloss are partnering with EPCOR on the Project.

« The Project would include approximately 295 km of natural
gas pipeline. EPCOR'’s distribution system will consist of two
components:

- a larger diameter mainline that will be the backbone of
the system and transport gas to each of the communities |
(approximately 127 km)

- smaller diameter high-density polyethylene (HDPE)
distribution piping that will be constructed within each of
the communities to directly serve homes and businesses
(approximately 165 km)

)

« The natural gas network will serve the communities of Chesley,
Paisley, Inverhuron, Tiverton, Kincardine, Lurgan Beach, Point
Clark, Ripley, Lucknow and the Bruce Energy Centre. [t will also
serve residences, commercial and industrial businesses along the  ————
route.

The proposed pipelines will be located within road allowances to the extent possible along the routes shown in
the following maps.

EPCSR |
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Study Area Map
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Environmental Study

EPCOR hasretained Stantecto conductan environmental study of the construction and operation of the proposed
Project. The environmental study and subsequent Environmental Report for the Project will be completed in
accordance with the Ontario Energy Board’s “Environmental Guidelines for the Location, Construction and
Operation of Hydrocarbon Pipelines and Facilities in Ontario, Seventh Edition (2016)”.

The Environmental Study:
» Identifies potential impacts of the construction and operation

of the proposed natural gas pipelines on environmental and
socio-economic features

» Identifies an environmentally acceptable route for the
proposed pipeline

* Includes consultation to understand the views of interested
and potentially affected parties

» Assesses the potential cumulative effects of the Project in
conjunction with other projects that are planned for the area

* Identifies mitigation and protective measures to avoid or
minimize impacts

» Identifies appropriate inspection, monitoring and follow-up programs for the Project to verify the
effectiveness of mitigation and protective measures
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Environmental Study Process

Delineate Study Area J.

Circulate Notice of Commencement

Gather information on the Study Area £
Vv
Develop Route Op ions — Notice of 1st Information Session
N

Respond to mp%\gr:‘tga?lr;dagg?;@éngglm interested and ( 1st Informa ion Session

Phase |

Refine Route Options as required

v
= Identify Preliminary Preferred Route — Notice of 2nd Information Session
3 4 =
o 2nd Information Session . We are here

ISR RO B — — WO ;

Respond to comments and questions from
interested and potentially affected parties

v
Confirm and finalize Preferred Route
N %

Develop mitigation and monitoring
recommendations

b
Prepare Environmental Report - Notice of Completion

Phase Il
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Ontario Energy Board (OEB) and Approval Process

The OEB regulates the natural gas
industry in Ontario in the public’s interest.
On April 12, 2018 the OEB awarded
EPCOR certificates of public convenience
and necessity for parts of the Municipality
of Arran-Elderslie, the Municipality of
Kincardine and the Township of Huron-
Kinloss.

As a next step, under Section 90 of the
Ontario Energy Board Act, the OEB’s
review and approval of a Leave to
Construct (LTC) are required before
the Project can proceed. If approved,
construction of the Project is currently
expected to begin no earlier than Q1
2019.

EPCOR plans to finalize system
design and complete the report for the
environmental study in the summer
of 2018, after which EPCOR will file

an LTC application for the proposed
pipelines with the OEB. This application
will include comprehensive information
on the Project, including: the need for
the Project, facility alternatives, Project
costs and economics, pipeline design,
pipeline construction, environmental
mitigation measures, land requirements,
and regulator and Aboriginal consultation.

The OEB will then hold a public hearing
to review the Project. Notification of
the hearing includes notices in local
newspapers and letters to directly affected
landowners. The hearing provides an
additional opportunity for the general
public and landowners to ask and submit
questions regarding the Project. After
the hearing, the OEB will issue a written
decision.

If the OEB finds the Project is in the public

interest, it will approve construction of
the pipelines, typically with conditions
with which EPCOR will comply during
the construction and post construction
restoration process.

Under Section 36 of the Ontario Energy
Board Act,the OEB's review and approval
of the tariff to be paid by customers
must be obtained. EPCOR expects
to file for a tariff in approximately the
same timeframe as it files for a LTC.
It is expected that the OEB will hold a
public hearing to review the proposed
tariff. Any tariff proposed by EPCOR will
be subject to approval by the OEB.

Additional information about the
OEB process and information
about how to participate in the OEB
hearing process can be found at:
http://www.ontarioenergyboard.ca
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The Preliminary Preferred Route
Selection Process

Constraints and Opportunities
Inventory of environmental and socio-economic features.

Generate Alternative Routes
Alternative Route selection is influenced by the follcwing:

+ Avoidance to the extent feasible of sensitive socio-economic and environmental features such as
communities, wetlands, etc.

+ Avoidance to the extent feasible of areas which may present construction difficulties or the potential for
long-tetm maintenancefremedial work.

« Utilizing to the extent feasible existing linear infrastructure, such as hydro corridors, road right-of-ways (ROWSs)
and property lines.

+ The length of the pipeline and associated cos# of construction and operation may influence route generation.
+ Routes should follow a reasonably direct path between start and end points.

Route Evaluation
To identify a Preliminary Preferred Route, an evaluation of the Route Options was conducted hased on:
1. A quantitative comparative evaluation of impacts to environmental and socio-economic features.

2. A qualitative comparative evaluation based on stakeholder input and the experience of the Project Team in routing
linear infrastructure,

Input on the Preliminary Preferred Route

The Preliminary Preferred Route is subject to input through a variety of communication and consultation activities, such We are here
as public information sessions.

Confirmation ofthe Preferred Route

A Preferred Route will be confirmed. The Preferred Route may require micro-siting as the project moves forward based
on the results of pre-construction field investigations, landowner requests, and/or engineering considerations.

iR

o
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Preliminary Preferred Route
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Existing Features and the Preliminary
Preferred Route

Data on existing environmental and socio-economic
features within the study area has been collected from
many external sources including, but not limited to,
agencies, aerial photography, official plan mapping,
natural features mapping and field investigations. This
information has been used to evaluate alternative
route options and identify the Preliminary Preferred
Route.

The Preliminary Preferred Route maximizes customer
connections while avoiding sensitive environmental
and socioeconomic features where feasible. Where
features cannot be avoided, mitigation and protection
measures will be employed during pipeline construction
and operation. Additional data collection and agency
consultation will continue after this Information Session
to assist in confirming a Preferred Route.
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Natural & Socio-Economic Features Along the

Preliminary Preferred Route
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Natural & Socio-Economic Features Along the

Preliminary Preferred Route
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Natural & Socio-Economic Features Along the
Preliminary Preferred Route
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Natural Features — Potential Impacts and
Mitigation

Designated Natural Areas and Vegetation

The Preliminary Preferred Route falls within an existing road allowance that passes
within provincially signiiicant wetlands and the Kinghurst West Life Science Area
of Natural and Scientific Interest.

Where there is natural vegetation within or adjacent to the Preliminary Preferred
Route, potential impacts include he removal of native vegetation from within the
road allowance, introduction or spread of invasive species, and indirect effects
such as dust and erosion. Regional bylaws relating to tree preservation will be
adhered to as applicable.

Wildlife and Wildlife Habitat

Wildlife habitats which may occur along the Preliminary Preferred Route
include: seasonal concentration areas, animal movement corridors, rare
vegetation communities or specialized habitats. The potential for species of
conservation concern to be present is limited by habitat availability and quality.

Potential impacts on wildlife and wildlife habitat from construction include
direct mortality from construction vehicles, limited habitat destruction through
vegetation removal and sensory disturbance of wildlife during construction.

- 143 watercourse crossings with a total of 34 fish species.

Construction has the potential to affect fish through impacts on water quality (erosion,
sedimentation, etc.) and disruption resuiting from construction activities. Watercourses
identified as supporting fish will be crossed using Horizontal Directional Drill (HDD)
methods so that no in-water work is required. Permits will be obtained from the
conservation authorities and Department of Fisheries and Oceans Canada (DFO) as
applicable.

Potentially 18 Species at Risk (SAR) inhabit the study area. Habitat availability and
quality along the Preliminary Preferred Route is limited. Consultation is ongoing with
the Ministry of Natural Resources and Forestry and DFO to determine SAR presence
or absence. Targeted searches for SAR will be undertaken within the construction
area prior to vegetation removal. Encounters with two reptile SAR, the Massassauga
Rattle Snake and Blanding's Turtle, are possible during construction. Avian and bat
SAR may occur along the proposed route and have the potential to be disturbed
or harmed during vegetation removal or construction activities. Where necessary,
EPCOR will apply to the MNRF, DFO, and for applicable permits or authorizations.

Species at Risk

Mitigation: General and site-specific mitigation measures to reduce impacts during trenching and HDD will he employed to reduce potential impacts.
With the implementation of mitigation and protective measures, no significant adverse residual impacts on natural features are anticipated.
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Pipeline Design and Safety

Design

Pipelines are designed to meet and/or exceed the regulations of the Canadian
Standards Association (Z662 Oil and Gas Pipeline Systems) and the applicable
regulations of the Ontario Technical Standards & Safety Authority (TSSA).

Safety

Pipeline integrity management and maintenance programs
are developed so that the pipelines will continue to operate
safely and reliably.
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Construction Details

1. Preparing the Right of Way

The right-of-way and temporary work
spaces are graded, and trees are
removed where needed. The location
of the trench is then staked.

2. Welding

The pipe is bent and welded into one
long piece beside the trench. Pipeline
welds are examined by a third-party
company using x-rays before the line
is lowered into the trench.

3a. Trenching
Trenches are dugby backhoes or other
excavation machines to an appropriate
depth (approx. 1 m). The amount
of open trench is minimized at any
given time to reduce environmental
impact. In agriculturally productive
lands topsoil and subsoil are stripped
and stockpiled separately to avoid
mixing.

s

3b. Trenchless Techniques
Horizontal directional drilling or boring
may be used instead of trenching to
cross under major roads, watercourses,
other pipelines or environmentally
sensitive features.

4. Backfilling

Where trenching has been used, the
pipe is lowered into the trench and
its location is surveyed. Excavated
material is replaced.

5. Testing

The new pipeline is then hydrostatically
tested by filling the pipe with water to a
pressure greater than actual operating
pressures. This test confirms pipeline
strength and checks for leaks.

6. Clean up

Construction materials are removed,
and a final grading of the area is
performed. Anything removed or
disturbed by construction (such as
fences or pavement) are repaired or
replaced. Disturbed soils are restored
and seeded with an appropriate seed
mix. Erosion and sediment control
measures are maintained as required
until the area is revegetated and
stabilized.

7. Monitoring

Slope erosion and re-establishment
of vegetation are carefully monitored
following construction. EPCOR is
responsible for the work necessary to
address any issues following pipeline
construction.
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How to Get Ready to Convert to Natural Gas?

— Suspend automatic delivery of propane/heating oil shortly before anticipated conversion
- If you need to replace your furnace now, install a propane/natural gas capable furnace

— Consider what other appliances you might want to convert — water heater, range, BBQ, clothes dryer, fireplace

Residential Conversion Economics

. Typical Conversion Cost Anticipated Annual Savings .
Current Heating (Heating / Water Heating) (Heating / Water Heating) .
Propane Forced Air $2,000 $850 <2.3 years
Electric Forced Air / Boiler $6,000 $750 <8 years
Electric Baseboard
Option 1- New Furnace/Ducting Sy Rl RGeS
Electric Baseboard
Option 2 - New Combi-Boiler LALLL L <93 years
Oil Forced Air / Boiler $6,000 $1,800 <3.3 years
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Benefits of Natural Gas

Natural gas is the main energy source in more than 6.6 million Canadian homes, businesses and institutions. Of this number, more than
50% of customers are in Ontario. People are choosing natural gas for water heating, drying clothes, cooking, fireplaces, barbecuing and

even heating swimming pools and hot tubs.

Natural gas has many benefits:

Reliable

Natural gas is delivered to your home through an underground
pipeline, so you benefit from an uninterrupted, continuous supply.
There are no tanks, so there is no waiting for deliveries. Weather is
not a factor and does not disrupt service.

Affordable

Canadians are saving money by using natural gas. Compared to
other majcr heating fuels, natural gas customers are saving upward
of $2,000 per year on their residential energy bills. Commercial and
industnal customers are seeing similar savings.

Natural gas rates are regulated by the Ontario Energy Board
to project consumers, unl ke fuel oil and propane.

Clean

When compared with heating oil, natural gas creates fewer
greenhouse gas emissions. Also, high efficiency natural gas
appliances for space heating and hot water heating can operate
at up to 98% efficiency. This benefits the environment and results
in cost savings to thc customer.

Safe

Natural gas has been in use in Canada for over 100 years. In this
time, stringent safety standards and government laws and regulations
govem all aspects of the natural gas industry — from product safety to
delivery to use by consumers.
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Consumer Savings VS. Other Energy Sources

Anticipated Annual Savings: $750 to $1800 per household
Annual Residential Energy Costs and Savings

Natural Gas Propane Electric Qil

mAnnual costs @ Annual Savings with NG

Annual residential energy usage of 2,148 m3 of natural gas; mix of existing fuel types. Commodity prices as of April 2018.

o
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2015-2017 2018 2019 2020 2021
- 1st Round of Stakeholder - 2nd Round of Stakeholder Phase | Phaselll Full System
and Community Input and Community Input Construction Construction In Service
- Generic Hearing on - Environmental Review - Ecz(rnorh to Kincardine . g?'?'_eg' "f‘ Chseslfy .
Community Expansion I atera istribution System in
Projects SR/ - Bruce Industrial Park Arran-Elderslie

- Project Costs & Rate

- Grant Application to e - Kincgrdine & Tiverton = Inverhurpn letrlbytlon
Infrastructure Ontario . Distribution System System in Kincardine
- Common Infrastructure Franchise Agreement - Phase | in Service - Lucknow. Ripley, Point Clark
Plan Submission to Ok -~ Froforrod Routo & Lurgan Boach in
- Leave to Construct Huron-Kinloss
Application for OEB Approval - Phase Il in Service

- Finalize Government Funding

- Large Customer Commitments
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Thank You!

We sincerely hope this Information Session has provided you with an opportunity to:
» Discuss your areas of interest related to the proposed Project with representatives from EPCOR and Stantec
» Provide your input on existing conditions identified within the study area
« Comment on the Preliminary Preferred Route and site-specific protection and mitigation measures

Input provided by the public, Indigenous communities and other stakeholders will be used to confirm the

existing environmental and socio-economic conditions, the Preferred Route and mitigation/protection
measures.

If you have any further comments or questions or wish to stay informed about the progress of the Project and the
preparation of the Environmental Report, please contact:

Thomas Stachowski Tanya Turk

Customer Care Specialist Project Manager

EPCOR Southern Bruce Gas Inc. Stantec Consulting Limited

735 Queen St. 300-675 Cochrane Drive, West Tower
Kincardine, ON N2Z 129 Markham, ON L3R 0B8

Phone: (519) 396-3405 Phone: (905) 415-6416

Email: southernbruce@epcor.com Email: EAsouthernbruce@stantec.com

You can also visit the Project website at www.epcorsouthernbruce.com.

Please provide any comments, questions or concerns regarding this Project by June 25, 2018.

\ 3
e
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@ Stantec
EXIT QUESTIONNAIRE

Public Information Session — May 23, 24 & 25, 2018

Please look over the display panels, and then take a few moments to provide your comments below. Your
input is welcomed and appreciated. If you require any assistance or clarification while completing the
guestionnaire please speak with an EPCOR or Stantec representative.

Completed questionnaires can be returned to a Stantec representative or mailed to Stantec Consulting Ltd.
by June 25, 2018. Postage paid, self-addressed envelopes are available at the registration table.

1. How did you hear about this Public Information Session? (check all that apply)
L] Newspaper ad (which one?) [] Local media
L] From a friend or neighbour (word of mouth) L1 Mail flyer
[] Other (please specify): [] Direct mail invitation

2. Which best describes your interest in the project?

(] Directly (] Adjacent ] Gov’t (] Local [] Other (please specify):
affected landowner agency business
landowner
3. Did a project representative adequately address your questions? If no, please list your questions below

and provide a description on how you think we can best address them?

L] Yes L] No - please explain [] Partly - please explain

4. Were you provided with an adequate understanding of the Ontario Energy Board (OEB) review and
approval process?

L] Yes L] No - please explain
5. Please identify any environmental or socio-economic features in the study area which are either

incorrectly mapped, omitted or that you feel are important to consider during the study (please state
your reasons).
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6. Considering the location of the Project facilities shown on the display panels, please indicate whether

there are any potential effects to you, your property, or business that you would like addressed (i.e.,
noise, dust, traffic).

7. What factors do you feel are the most important to consider, to compare and evaluate route options
for the proposed pipelines (i.e., protected natural areas, residential properties, agricultural land,

watercourses)?
8. If natural gas were available, would you be interested in converting to natural gas?
] Yes [J No [J Maybe, | need more information [ I’'m already hooked up to natural gas

[J Yes, and | would like more information on converting to natural gas
(please provide contact information below).

9. Do you have any other interests about this proposed project that you would like to bring to our
attention for consideration? If you would like to meet or be contacted to discuss any outstanding
questions or concerns, please describe the issue below, and provide your contact information at the
bottom of this page.

Thank you for completing this questionnaire

If you would like someone to contact you about any items identified above please provide us with your
contact information.

Name:

Group/Organization:

Mailing Address:

Telephone:

E-mail Address:

Thank you for your participation. Comments and information regarding this study are being collected in accordance with the Freedom
of Information and Protection of Privacy Act, and solely for the purpose of the Proposed Natural Gas Pipelines to Serve Southern Bruce
Project. With the exception of personal information, all comments may become part of the record.
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Income Statement
Non-distribution Revenue
Less: Non-distribution Cost
Net Non-distribution Revenue

Distribution Revenue
Less: Distribution O&M
Property Taxes
EBITDA

Less: Depreciation
Add: Capitalized IDC
EBIT

Less: Interest Expense
Less: Cash Tax
Net Income

Balance Sheet

Cash
NwWC
PP&E
Assets

Deferred Revenue
Assets and Regulatory Assets

Contribution from Grant
ST Operating Debt

LT Debt

Liabilities

Retained Earnings
Share Capital
Equities

Liabilities and Equities
Statement of Cash Flow

Net Income

add: Depreciation

less: increase in NWC

less: increase in IDC

less: increase in Deferred Revenue
Cash from Operations

CapEx
Grant Funding
Cash from Investing

Net Borrowing

Net Equity Injection
Dividends

Cash from Financing

Net Change in Cash
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Pro-forma Financial Statements
(Thousands of Dollars)

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
319 1,273 2,047 2,678 3,093 3,391 3,497 3,544 3,588 3,627
(319) (1,273) (2,047) (2,678) (3,093) (3,391) (3,497) (3,544) (3,588) (3,627)
0 0 0 0 0 0 0 0 0 0
589 3,050 4,621 5,818 6,646 7,190 7,455 7,594 7,727 7,846
(555) (1,443) (1,715) (1,813) (1,895) (2,067) (2,103) (2,137) (2,171) (2,461)
(331) (490) (547) (565) (582) (590) (624) (626) (629) (630)
297 1,117 2,358 3,440 4,169 4532 4,728 4,831 4,927 4,755
(692) (1,327) (1,709) (1,778) (1,826) (1,861) (1,878) (1,888) (1,925) (1,934)
651 180 45 27 24 13 6 5 13 3
338 30 694 1,688 2,367 2,685 2,856 2,948 3,015 2,824
(564) (1,248) (1,386) (1,403) (1,402) (1,389) (1,361) (1,327) (1,297) (1,265)
(902) (1,278) (692) 285 965 1,296 1,494 1,621 1,718 1,559
- 0 0 0 0 (0) 0 0 (0 0
181 300 346 412 423 484 450 496 462 546
57,313 80,779 81,548 80,997 80,180 78,614 76,564 74,435 72,771 70,446
57,494 81,079 81,894 81,409 80,603 79,098 77,014 74,932 73,233 70,992
61 477 826 1,034 1,137 1,126 1,079 1,033 987 940
57,555 81,556 82,719 82,443 81,740 80,224 78,093 75,965 74,219 71,932
8,544 21,591 21,001 20,411 19,821 19,231 18,641 18,051 17,461 16,871
1,958 2,380 2,436 2,440 2,431 2,395 2,335 2,275 2,231 2,165
20,432 36,170 37,361 37,632 37,606 37,046 36,103 35,161 34,450 33,412
39,933 60,140 60,798 60,483 59,858 58,672 57,079 55,488 54,142 52,449
(902) (2,180) (2,871) (2,587) (1,622) (326) 1,168 2,789 4,507 6,066
18,524 23,596 24,793 24,546 23,503 21,878 19,846 17,688 15,571 13,418
17,622 21,416 21,921 21,959 21,882 21,552 21,014 20,477 20,078 19,483
57,555 81,556 82,719 82,443 81,740 80,224 78,093 75,965 74,219 71,932
(902) (1,278) (692) 285 965 1,296 1,494 1,621 1,718 1,559
692 1,327 1,709 1,778 1,826 1,861 1,878 1,888 1,925 1,934
(181) (119) (46) (66) (11) (61) 34 (47) 35 (84)
(651) (180) (45) (27) (24) (13) (6) (5) (13) (3)
(61) (416) (348) (208) (103) 1 47 47 46 47
1,103 667 578 1,762 2,653 3,093 3,448 3,504 3,711 3,453
(57,346) (25,030) (3,023) (1,791) (1,576) (872) (413) (344) (838) (197)
8,535 13,465 - - - - - - - -
-48,810 11,565 3,023 1,791 1,576 872 413 344 838 197
31,390 7,160 1,247 275 (35) (596) (1,003) (1,002) (756) (1,103)
18,524 5,072 1,197 (247) (1,042) (1,625) (2,032) (2,158) (2,117) (2,153)
29,913 12,232 2,445 28 1,077 2222 3,035 3,160 2,873 3,257
- 0 (0) (0) - 0) 0 0 (0) 0
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