COLLUS Power Corp.

EB-2008-0226

School Energy Coalition Interrogatories— COLLUS Power Responses
Page 1 of 15

EB-2008-0226

IN THE MATTER of the Ontario Energy Board Act 1998,
Schedule B to the Energy Competition Act, 1998, S.O. 1998, c.15;

AND IN THE MATTER OF an Application by COLLUS Power
Corp. for an Order or Orders approving just and reasonable rates

and other service charges for the distribution of electricity,
effective.

COLLUS Power's RESPONSES TO

INTERROGATORIES OF THE SCHOOL ENERGY COALITION

Submitted November 28, 2008

1. Exhibit I--- Services Agreement- the Services Agreement between Collus Power Corporation
and Collus Solutions Corp. states that the Agreement "does not limit the activities of [Collus
Solutions]. Please:

@ State whether Collus Solutions Corporation earns any revenues other than those
derived from Collus Power Corporation;

(b) if yes, please provide the amount of those revenues, and their origin;

(©) if those revenues are not included as an offset to Collus Power Corporation's
distribution revenue requirement, please provide an explanation as to why they
are not.

(d) Please provide a copy of Collus Solutions Corporation's 2007 financial
statements.

<LLLLLLLLLLLLLLL L L L L L L L

COLLUS Response: SECIR#1

a) The statement referred to in the above opening paragraph is a general policy
statement meant to allow Solutions to use its resources to the fullest. Although it
is noted in the original application for ease of reference we will mention here that
COLLUS Solutions only has human resources. The resources are able to provide
service to COLLUS Power, the Collingwood Public Utilities and the Town of
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Collingwood. The latter 2 companies are affiliates of the LDC and the CPU is
charged on the same basis to apply cost to COLLUS Power, whereas the
Municipality pays at a market rate for the small amount of services they are
provided.

b) COLLUS Power’s provides Sch. SEC #1(b) — 1 in response to this question.
This schedule provides both COLLUS Power and the CPU charges from COLLUS
Solutions for the years 2006 and 2007. We have included some % comparison on
cost allocation which indicates a consistency in the allocation of charges year in
year out.

c) & d) COLLUS Power provides a copy of COLLUS Solutions 2007 financial
statements as Sch SEC IR #1 (d) — 1. To respond to question #1 c), as the
statements indicate, in 2007 the Net Income was $30,931. Approximately 50% of
this was interest revenue and the other $15,000 was earned from the services
provided to the municipality. These revenues earned do not relate to COLLUS
Power Corp and therefore would not be an offset. When budget is set each year
the COLLUS Solutions Board agrees to a “break-even”financial plan. In the past
couple of years there has been a small profit.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

2. Exhibit 1, Tab 2, Schedule 1, Appendix A: Table 1.2.1-3 provides a comparison of CPC's
OM&A costs to "Mid-Size Southern Medium-High Undergrounding™ Cohort grouping. Of
the 15 utilities listed on the table, CPC is one of 6 of the 15 utilities listed in the table whose
2007 OM&A is higher than its 5 year average. CPC's 2007 OM&A is 6.6% above its 5-year
average. Only Erie Thames (8.2%) and Welland Hydro-Electric System (14.3%) have a
larger percentage difference between 2007 OM&A and 5-year average. Please explain CPC's
relatively higher increase in spending in 2007 over its 5-year average as compared to the
cohort.

<LLLLLLLL L L L L L L L L L L L L L L L LKL KL LR L L L L L Ll
COLLUS Response: SEC IR #2

It has been duly noted by COLLUS Power our position according to the Board’s
most recent 2007 OM&A report. Although the indications of this report are useful
we have found in the past that it is important to know the placement of O&M
separately and Administration by itself to better analyze and compare. The EDA’s
yearly Performance Measure Analysis report provides this information in this
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format. We have further analyzed the COLLUS Power position and found that the
higher overall spending is in the O&M category and that Administration Expense
results are generally lower than most LDC’s in the report.

The higher spending in O&M could be the result of COLLUS Power doing more
work to maintain the distribution system than the average LDC. Also some LDC’s
may choose to capitalize certain work that COLLUS Power expenses. As the OEB
continues to develop the comparative performance measures and expand the
statistical data used to do an analysis of placement it will become more and more
useful. Currently though it does not have all of the necessary detail.

Specifically regarding the question and to explaining the reason for those
particular results, COLLUS Power outlined in the original application that in 2007
two additional line personnel were brought in. This was done to assist with a staff
shortage and to prepare for retirement transitions that are upcoming. So this
increased the overall cost to O&M and is one reason.

Additional information about comparative data and how it is used by COLLUS
Power to measure itself against peer LDC’s is provided in the response to Board
Staff IR #1.10.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

3. Ref: 2007 Financial Statement- CPC's balance sheet contains an amount, $276,704 in 2007,
for Goodwill. Please specify whether Goodwill is included in CPC's regulated rate base and
if so in what amount.

<LLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLKL
COLLUS Response: SECIR #3

Goodwill is not part of the rate base.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN
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4. Financial Statements, pg. 10: please provide details as to the entry "Amounts payable to the
Collingwood Public Utilities Service Board™" shown in the Notes to the Financial Statements
as at December 31, 2007.

<LLLLLL L L L L L

COLLUS Response: SECIR#4

As noted on the statements there was a total payable at December 31, 2007 of
$446,316.97. The major portion of this amount is $310,117.93 which is the
December water sales invoiced by COLLUS Power for the CPU. Another $118,289
is for Water Miscellaneous A/R payments that were collected by COLLUS Power
when customers paid. The remaining $18,000 difference is adjustment entries for
such things as charging the CPU back for the water portion of any bad debt write
off by COLLUS Power based on its’ year end process.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

Rate Base and Capital Expenditures

5. Exhibit 2, Tab 1, Schedule 1, page 9. The exhibit states that the 2008 and 2009 capital
Budget Plan for CPC accompany the Schedule as Appendix A, however, there is no
Appendix A. Please provide a copy of the Capital Budget Plan.

<LLLLLLLLLL L L L L L L L L L L L L L L L L LKL KL LKL L L L L L gL L gL Lk
COLLUS Response: SEC#5

When COLLUS Power prepared the information on the 2008 & 2009 capital budget plan it
utilized a document that is also used in it’s COLLUS Power Board documentation. We did not
notice the label Appendix B was on the header. It should have read Appendix A to match.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN
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6. Exhibit 2, Tab 1, Schedule 2, pg. 1: average net book value declined by 6% in 2006 over
2006 Board Approved, then increased by 12% in 2007, 9% in 2008, and 17.8% in 2009.
Please:

@) Confirm that the above percentage increases are correct;

(b) Explain why capital spending appears to have been lower than the Board
approved number in 2006 and is projected to increase by 17.8% - the highest
percentage increase of any year shown — in 2009. Please explain, in particular,
why this spending was not initiated sooner.

<LLLLLLLLLL L L L L L L L L L L L LLLLLLLLLLLLLL L L L L L L L L L L L L L L
COLLUS Response: SECIR#6
a) COLLUS Power confirms that the percentages noted are correct.

b) After deciding to complete a very important upgrade/renewal to Municipal
Distribution Station # 5 in 2007, capital spending in 2006 was curtailed. A reason
for having to delay some capital spending plans was the announcement of
pending closure by ALCOA our largest Distribution Service Revenue customer.
Thus a slightly lower spending in 2006 than the Board approved amount. The
substation spending in 2009 on the proposed MDS results in an increase of 17.8%
and is made possible by the expected investment becoming part of the rate base
in 2009.

In regards to capital spending plans as identified in the 2006 EDR application
COLLUS Power was an LDC that had a “negative” return in 1999 and as a result
was hindered by the Board’s decision to implement a floor of $0 in the rate
unbundling and implementation of Full Market Base Rate of Return rates. The
2006 EDR Board Decision agreed that it recognized COLLUS Power’s investment
ability was reduced by this decision. The 2006 EDR approved capital spending
plan included the renewal project on MDS #5 in 2007. COLLUS Power would have
preferred to initiate this spending sooner but the reduced ability to earn a return
forced the COLLUS Power Board to delay the project until 2007.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN
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7. Exhibit 2, Tab 3, Schedule 1, pg. 12: CPC states that, after 2009, it expects capital spending
to level out to a yearly amount that is less than total depreciation expense. Given that CPC's
revenue requirement for years following 2009 will be based on an incentive regulation
formula, please advise how CPC proposes adjusting its rate base during the incentive
regulation period to take into account one-time capital expenditures in 20009.

<LLLLLLLLLLLLLLLLLLL L L L L L L L L L L L L L L L L L L L L

COLLUS Response: SECIR#7

Once a one-time capital expenditure is approved and included in the 2009 rate
base then no further adjustment will need to be made during the Incentive
Regulation Mechanism Period.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

8. Exhibit 2, Tab 3, Schedule 1, pg. 8-9: please explain whether the Harris North Star CIS
system will be able to accommodate time of use rates.

<LLLLLLLLLLLLLLL L L L L L L L L L L L L L L L L L L

COLLUS Response: SECIR#8

As a general statement the Harris system will be able to accommodate time-of-
use rates as required to operate within the Ontario electricity marketplace in the
near future. A more detailed explanation of the Northstar system is in the
COLLUS Power response to the Board staff IR # 3.2.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN
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9. Exhibit 2, Tab 3, Schedule 1, pg. 8: regarding the decision to utilize a different solution than
the SAP solution for the new CIS system, please:

@ Provide greater detail as to the reason for the change away from the SAP solution.
Please include detail as to the different functionality and cost of the SAP vs.
Harris NorthStar system.

(b) Please explain also how the chosen system helps customers conserve on their use
of electricity;

(c) Please include any memos or reports to the Board of Directors in which this
change is discussed.

(d) Provide the estimated cost to CPC of the SAP solution versus the Harris North
Star system;

<LLLLLLLLLLLLLLL L L L L L L L L L L L L L L L L L L L L L L Ll g

COLLUS Response: SECIR#9

a) As noted in response to SEC IR #8, the COLLUS Power response to Board Staff
IR #3.2 provides details that cover this question.

b) The system will help customers conserve by providing additional information
as to their consumption of electricity at various times within the billing period.
Currently the information provided on the customer invoice does not have the
additional data that is expected to be available due to the introduction of time-of
use meters.

c) The Board of Directors approved the 2008 capital budget amount of $600,000
when management reviewed with them the need to replace the current Customer
Information System. Management has continued to update the Board verbally on
the progress of the process of selecting the best option. As noted in the 2008
forecast for end of year spending the expected total cost of the expenditure is
$400,000. The COLLUS Power Board only requires th

d) Basically as indicated above the expectation was for spending of
approximately $600,000 for the SAP solution along with the associated
requirements of implementing this software.

NANNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN
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10. Please provide a copy of Exhibit 3, Tab 1, Schedules 1 and 2. The electronic version of the
pre-filed evidence starts at Schedule 3.

<L LLLLLLLLLLLLLLLLLL L L L L L LLL L L L L L L L L L L L L L L

COLLUS Response: SECIR#10

As noted the header label for this area is noting Schedule 3. The information
associated with Schedules 1 and 2, as referred to in the Appendix index, is
provided on the first page of Tab 1. It would have been more appropriate to label
Schedule 3 as Schedule 1.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

Other Revenue

11. Exhibit 3/3/5, pg 1: CPC states that "interest revenue due to retained earnings should not be
considered as a revenue offset as it is separate from normal operations.” Please explain
whether the $1,587,358.76 in retained earnings is included in CPC's rate-regulated rate base.

<LLLLLLLLLLLLLLLLL L L L L L L L L L L L L L L L L L L

COLLUS Response: SECIR#11

COLLUS Power’s response to Board Staff IR # 6.6 indicates agreement by
COLLUS Power to remove this request and therefore addresses this question.

NANNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN
Operating Expenses
12. Exhibit 4, Tab 2, Schedule 3, pg. 2- please:

€)) Reconcile the "OM&A Wages and Benefits” shown in the table at Exhibit 4, Tab
2, Schedule 3, pg. 2 ($2.172 million for 2009) and the "Total Salary, Wages &
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Benefits Charged to O&M" ($1.012 million for 2009) found in the table at Exhibit
4, Tab 2, Schedule 5, pg. 5.

(b) explain the 34.7% increase in OM&A wages from 2006 to 2009 (from the table at
Exhibit 4, Tab 2, Schedule 3 pg. 2), an increase of approximately 8.5% per
annum.

<LLLLLLLLLLLLLLLLLL L L L L L L L L L L L L L L L

COLLUS Response: IR#12

a) Firstly in responding to this question we will indicate that Table 4 on Pg 5
provides an analysis of the wages and benefits of the various employee
groupings (Executive, Management, Non-Union and Union). This amount was
totaled on the Total Compensation line (Part 3 in Table 4) and this line matches
the one from Table 2 on Page 2. Knowing the amount for the year and that the
Union personnel have their expenses applied to maintenance and to a lesser
degree capital cost centers, the bottom portion (Part 8 of Table 4) was to
determine the amount of labor and benefits that is expensed to O&M. .

According to the information in the original application for 2007 Total
Compensation of all categories is $1,722,311 and of this the Union staff portion
was $792,044. For the Total Charged to O&M in Part 8 the amount is $631,954
because there was $160,090 of labor applied to capital related accounts in 2007.
Then the Supervision portion, which is part of the Non-Union amounts, is added
to the $631,954 because all of Supervision is charged to O&M accounts. This
provides the amount expensed to O&M in one of the years.

Since it is not directly indicated in the Table to reconcile the other years the
capital portions used in the calculation are 2006 - $125,000, 2008- 170,000 and
20009 - $270,000.

That explains how to reconcile the form presented in the original application. An
updated version of the form has been provided as part of the response to VECC
IR #20 and #21. It has been enhanced to include lines that indicate the capital
labor component. The data has changed slightly due to further investigation of
the data. Basically though it is the same outcome and this is used to examine
year to year impact.

b) As indicated in Table 2 on Page 2 and also in Part 3 of Table 4 on Page 5 the
estimated impact of wage & benefit changes is 34.7%. During this period of time it
is estimated that the staff contingent will increase by 17.5%. or just over 50% of
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the total. This reduces the average change to just over 4% per year. This is
mostly due to inflationary wage increases, higher than the average increases in
health benefits and some upward movement by employees in wage scale after
completing requirements for promotion.

Again we will note here that there are some new tables added in the other
answers that further detail the reasons for variance.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

13. Staffing- please:

@ Explain why the Executive and Management FTE are listed as 0.5 each. Do they
split their time with another organization in the CP corporate structure? If so,
which one?

(b) Please provide greater detail as to CPC's demographic challenges given that the
employee demographics (Exhibit 4, Tab 2, Schedule 5, pg. 1) show that, with the
exception of the Meter Measurement-Super. (average age of 53.5 years and
average years of service of 27), most employee groups are well short of retirement
age or years of service.

<LLLLLLLLLLLLLLLLLLLLLL L L L L L L L L L L L L L L L L L L L L

COLLUS Response: SECIR #13

a) Yes the employees of COLLUS Solutions that provide service to COLLUS
Power in these capacities also provide their service to Collingwood Public
Utilities Service Board.

b) COLLUS Power’s Operations staff contingent is not large, consisting of 10 full
time employees. Each department has some younger employees thereby
lowering the average age in a general sense. But each department, Operations
and the electric meter for instance, have at least 1 or 2 senior employees
approaching retirement age in the near future. We only reference approaching
retirement age because of course there is not any retirement age from a
mandatory standpoint any more. We have considered ourselves to be “short-
staffed” for some time now and with new requirements by agencies like the ESA
additional personnel are required. Thus the decision to add to the employee
contingent in 2007.

NANNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN
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14. Compensation (Ref: exhibit 4, Tab 2, Schedule 5, page 5 (Table 2)): Please explain why
benefits costs appear to be increasing at much higher rates than all other components of
compensation costs, in particular:

@) Explain why average benefit costs for Union employees has increased by 29%
from 2006 to 2009.

(b) explain why average benefit costs for Executive and Management employees
have increased by 38% each from 2006 to 20009.

(© explain why average yearly benefits for the Executive ($31,724 in 2009) are 62%
higher than for unionized staff.

<LLLLLLLLLLLLLLLLLL L L L L L L L L L L L L L L L L L L L Ll i

COLLUS Response: SECIR# 14

a) In preparing response to this question we examined the cost of employee
benefits for Life Insurance, Extended Health, Dental and Travel Insurance. In 2008
the rate per employee increased by approximately 10%. While this is only one
component of the amounts that are included in Table 2’s analysis it is a costly
one. Not only is the insurance component related to salary but there are also
other benefits that have higher impacts because of total salary. The non-salary
components are typically applied on a single or family status, so when a single
takes on family coverage this increases the overall cost as well

The yearly average of 7.5%, even though as noted a 10% impact on health
benefits has been experienced in 2008, is based on a conservative estimate of
rates for 2009. It is not clear enough at this point in time as to how the recent
economic downturn will affect COLLUS Power in regards to benefits. It could
result in higher increases in rates due to labor reductions and fewer members in
the benefit “pool”, or due to increased enrolment in the plan as some employees
may have been covered under a spousal plan and that gets eliminated.

b) As noted in a) some of the benefits have higher increases because they are
salary dependent. The information indicates that this is about a 2% increased
impact over the 4 year period.

c) It was determined during analysis of this question that the Executive amount
was incorrect. Correction indicates a difference of approximately 15% which is
due to family status, higher salary and longer term employees, compared to an
average union employee.

11
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As noted in question #12’s response additional information is provided in the
Board staff response.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

15. Exhibit 4, Tab 2, Schedule 4, pg. 4, Table 1: please provide the basis for the allocations
shown in Table 1.

<LLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLL LKL
COLLUS Response: SECIR#15

Table 1 is the basis used to allocate services and costs when COLLUS Solutions
performs work for COLLUS Power. The Table indicates that for the employees of
COLLUS Solutions not all of their labor cost is allocated out to either COLLUS
Power and/or the CPUSB. A 5% portion remains part of COLLUS Solutions
expense, as this is an allocation for the estimated vacation and sick leave
expense. Since the rest of each employee’s time is utilized performing services
the workload is reviewed and the appropriate proportions are allocated to each of
the affiliates.

For example under the employees who have their labor cost recorded to
Management Exp. 5% of labor expense is COLLUS Solutions, 50% is COLLUS
Power’s expense and 45% is CPU’s. As a general explanation it has been
estimated that the employees providing these services to the affiliates, spend
about 53% on COLLUS Power and 47% on CPUSB related work. Thus 53% of 95%
is the 50% noted for COLLUS Power.

When expenses that are not labor related are allocated by COLLUS Solutions to
the affiliates the general allocation factors are 60% COLLUS Power and 40%
CPUSB. This is based on the customer accounts that have electricity (approx.
14,500) and water (approx. 8,500). This is what is typically applied but staff will
investigate unusual items to ensure it is applicable.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

16. Exhibit 4, Tab 2, Schedule 4, pg. 3: the evidence states that Collus Solutions Corp. also
provides services to the shareholder (Town of Collingwood) and Collingwood Public
Utilities. Please provide a table showing how Collus Solutions Corp.'s costs are allocated as
between CPC and its affiliates.

12
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<LLLLLLLLLL L L L L L L L L L
COLLUS Response: SECIR # 16

This issue is dealt with in COLLUS Power’s response to SEC IR #1.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

17. Exhibit 4/2/1, pg. 11: Conservation initiatives -how much has CPC included in its revenue
requirement for expenses related to conservation activities not funded by the Ontario Power
Authority?

<LLLLLLLLLLLLLLLLL L L L L L L L L L L L L L L L L L L L L L L Lt

COLLUS Response: SEC IR #17

COLLUS Power has not included anything in the revenue requirement for
expenses related to conservation activities not funded by the Ontario Power
Authority. It does expect that investment in the new CIS system will serve to
provide the customer with a very useful mechanism for initiating conservation
measures at their billing location.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

18. OM&A Variance Analysis: Exhibit 4/2/3:

@ The evidence states (at pg. 4) that the expenditures for the eight USofA accounts
listed in Table 3 increased from $656,501 in 2006 Board approved to $977,964 in
2006 actual, and that the increase was due to under-investment in previous years.
If 2006 actual was a catch up year, why did expenditures stay at that level in
subsequent years only to increase substantially again in 2008?

(b) Please confirm that the $30,000 in overtime pay to cover for the two journey
linepersons on sick leave in 2008 has been removed from the 2009 budget.

<LLLLLLLLLL L L L L L L L L L L L L L L L L L L L L L L L L gL L gL Lk
COLLUS Response: SECIR #18

a) The evidence on this particular item explained in general some of the reasons
for the variance noted in the question. The major drivers were:

13
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1. A reduced amount of Capital related work and more concentration by the
laborers on O&M in 2006. In 2007 approximately$35,000 of O&M moved back to
capital related work.

2. An increased commitment to spending Tree Trimming which included
assistance by a contractor (Orangutan Tree Trimming Service) at a 2006 cost of
$44,000. Tree Trim costs then have had to increase in each of the next years to
meet the program requirements. (More info on the TT plan is in Board staff IR
response 1.6 (b) ii.)

3. The hiring of a meter department staff person at the end of Oct./06. This would
be a cost of approximately $15,000 in 2006. In 2007 then a full year of labor
expense would be applicable for this addition adding another $75,000 into O&M
expense.

4. For 2007 it is noted that the spending on Substation mtce was reduced by
$63,000 compared to 2006 and this was a major factor in 2007 actually decreasing
overall compared to 2005. In 2008 substation repairs and mtce could not be
delayed any further so expenses increased. The expectation is that the same
requirement will be there in the future years too.

Yes, 2008 does show an increase of approximately 20% and this is explained to a
degree on Pg 4 & 5. Mostly it is the increase in staff contingent initiated in July of
that year. There is carry over effect of this in 2009 as the hirings will then affect
spending for a full year.

b) The approximately $30,000 was removed in determining the 2009 budget
amounts.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

19. Exhibit 8/1/2: Cost Allocation- CPC has proposed moving the GS>50kW rate class from a
revenue to cost ratio of 42.03% to 80%, resulting in a distribution rate impact for GS>50kW
of between 78% and 166%. On the other hand, CPC has proposed to increase Streetlighting
from 15.48% to 42.74%, well short of the Board's minimum level. Please:

€)) Confirm that the only Streetlighting customer is an affiliate of CPC;

14
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(b) Provide the distribution rate impacts by class assuming Streetlighting were moved
to 70% revenue to cost ratio.

<LLLLLL L L L

COLLUS Response: SECIR #19

a) COLLUS Power has not only the affiliated Town of Collingwood but also the
Township of Clearview and the Town of Blue Mountains. These streetlight class
customers result from having connection assets on the COLLUS Power municipal
distribution system in the former towns of Thornbury(part of the Town of the
Blue Mountains) and Stayner & Creemore (Township of Clearview). The
application requests adjustment for the Streetlighting class that conforms to the
OEB'’s decision in the 2008 COS application process.

b) If the Street Light class is adjusted to 70% the forecasted impact would be to
have Distribution Service Revenue of $199,359 as compared to $119,863 if it
remained just a movement of 50% of the difference. This is approximately a
$80,000 difference. Since the Residential class was the last class to be adjusted
in the exercise of reallocating on a cost allocation basis, it means that Residential
rates would be lower by $80,000. In regards to Residential percentage impact it
would be roughly 2.05% of $3.9M (Proposed Distribution Service Revenue) which
would equal $80,000. This would be less than 1% of the Total Charges.

NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

This concludes COLLUS Power’s responses to SEC’s
interrogatories.

15



- COLLUS POWER Response to SEC IR #1b

(Sch SEC IR # 1(b) - 1)

COLLUS SOLUTIONS SERVICES TO COLLUS POWER & CPU - 2006 & 7

ACTIVITY 2006 ACTUAL YEAR 2007 ACTUAL YEAR
POWER % CPUSB % POWER % CPUSB | %

[Customer Billing $331,227.54] 59% $228,876.95] 41% $314,991.28] 58% $228,095.80] 42%
Meter Reading Expense $75,432.73] 69% $34,195.62] 31% $80,380.00] 64% $46,060.31] 36%
Executive Salaries & Expenses $108,814.34} 67% $53,204.91] 33% $126,349.62) 65% $68,403.75] 35%
Management Salaries & Expenses $58,553.60] 52% $55,047.18] 48% $64,947.18] 54% $54,698.58] 46%
General, Accounting & Administration $392,938.18] 59% $270,265.36] 41% $441,517.28] 62% $267,296.38] 38%
Salaries & Expenses

Maintenance of General Plant $25,876.62) 59% $18,178.70] 41% $17,543.11} 55% $14,629.53] 45%
[Overhead Accounts - Vehicle Expense $184,776.22) 37% $319,465.71] 63% $207,204.25) 37% $346,528.54) 63%
Engineering & IT Expense

Sub-Total $1,177,619.23] 55% $979,234.43] 45% $1,252,932.72) 55% $1,025,712.89} 45%
—Ovmﬂm&o:m- Supervision $152,316.76] 100% 0% $152,226.371 100% 0%
fOperations - SCADA & Load Management $30,694.75] 100% 0% $32,626.73] 100% 0%
‘Water Filtration Expense 0% $2,217.25] 100% 0% $1,670.26] 100%
Water Mains Expense 0% $1 umoo.ao_ 100% 0% $3,059.51] 100%
Total $1,360,630.74]  58% mwmwunabw— 42% $1,437,785.82] 58% $1,030,442.66] 42%
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Schedule SEC IR#1(d)-1

GAVILLER & COMPANY vLp

CHARTERED ACCOUNTANTS

AUDITORS' REPORT

To the Shareholder @OLLUS Solutions Corp.:

We have audited the balance sheeC@LLUS Solutions Corp. as atDecember 31, 20(, and the
statements of income and retained income and dasls ffor the year then ended. These financial
statements are the responsibility of tb@mpany' management. Our responsibility is to express an
opinion on these financial statements based ommodit.

We conducted our audit in accordance with Canadiamerally accepted auditing standards. Those
standards require that we plan and perform an aoidibtain reasonable assurance whether the fialanci
statements are free of material misstatement. Atit ancludes examining, on a test basis, evidence
supporting the amounts and disclosures in the Gighustatements. An audit also includes assessiag t
accounting principles used and significant estimate@de by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these financial statements prefainy, in all material respects, the financial fims of
the company as &ecember 31, 20( and the results of its operations and its cashdlimr the year then
ended in accordance with Canadian generally acdeguteounting principles.

Gaviller & Company LLP

Licensed Public Accountants
Collingwood, Ontario
March 3, 200

[EnY



COLLUS SOLUTIONS CORP.

Schedule SEC IR#1(d)-1

AS AT DECEMBER 31

BALANCE SHEET

2007 200¢
$ $
Assets
Current
Cash 394,88: 422,45¢
Accounts receivable (Not® 158,99( 303,28t
Taxes receivable - 4,59¢
553,87: 730,33¢
Future taxes 46,35 43,78:
600,22: 774,12:
Liabilities
Current
Accounts payable and accruals (N8}e 172,77. 393,02:
Taxes payable 1,901 -
Employee future benefits (No® 243,95! 230,43:
Total liabilities 418,627 623,45!
Shareholder'sequity
Capital stock
Authorized
Unlimited common shares
Issued
100 common shares 10C 10C
Retained inconr 181,49 150,56t
Total shareholder's equity 181,59 150,66t
600,22: 774,12:

Approved on behalf of the Board:

Director

Director

See accompanying notes to the financial stater

N



Schedule SEC IR#1(d)-1

COLLUS SOLUTIONS CORP.

STATEMENT OF INCOME AND RETAINED INCOME
FOR THE YEAR ENDED DECEMBER 31

2007 200¢
$ $
Revenue (Not&)
Accounting and administrative services 1,800,23i 1,670,63;
Miscellaneous 65,41 64,18¢
1,865,64 1,734,82.
Operating expenses (Nddg
Administration 23,05: 23,13"
Wages and benefits 1,793,55. 1,685,51;
1,816,60! 1,708,64'
Income before taxes 49,04: 26,17:
Provision for (recovery of) taxes
Current 20,68( 9,26:
Future (2,569 (5,640
18,11 3,622
Net income for the year 30,931 22,550
Retained income, beginning of year 150,56t 128,01t
Retained income, end of year 181,49 150,56t

See accompanying notes to the financial stater

w



Schedule SEC IR#1(d)-1

COLLUS SOLUTIONS CORP.

STATEMENT OF CASH FLOW
FOR THE YEAR ENDED DECEMBER 31

2007 200¢
$ $
Cash flows from (for):
Operating activities
Net incomi 30,93 22,55(
Items not providing funds
Future taxes (2,569 (5,640
28,36: 16,91(
Changes in
Accounts receivable 144,29t 23,26¢
Income taxes 6,49t (18,069
Accounts payable and accruals (220,251 238,99
Employee future benefits 13,52: 29,68’
Change in cash positio (27,576 290,79:
Cash position, beginning of year 422,45¢ 131,66!
Cash position, end of year 394,88: 422 ,45¢

See accompanying notes to the financial stater

D
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COLLUS SOLUTIONS CORP.

NOTES TO THE FINANCIAL STATEMENTS
AS AT DECEMBER 31, 200"

1. Significant accounting policies
(@) Revenue Recognition

Revenue from accounting and administrative seryicegided are recognized at the time of invoicing.

2. Tax status
The company is exempt from income tax under sectié® of the Income Tax Act. The company is
required to make payments in lieu of tax calculatedhe same basis as the Income Tax Act.

3. Related party transactions

The company, COLLUS Power Corp. and Collingwoodlieubtilities Service Board are controlled by the
council of the Town of Collingwood.

Related party transactions include the following:

2007 200¢
$ $
Amounts receivable from COLLUS Power Corp. 13,94: -
Amounts payable to COLLUS Power Corp. - 219,51.
Amounts receivable from Collingwood Public Utilgi&ervice Board 47,49¢ 208,85¢
Amounts receivable from the Town of Collingwood 65,50¢ 57,04¢
Amounts payable to the Town of Collingwood 5,32( 7,02¢
Revenues include amounts charged to the followartjes:
Town of Collingwood 47,66: 44,25
COLLUS Power Corp. 1,045,93 967,63!
Collingwood Public Utilities Service Board 754,29¢ 702,99
Expenses include information technology assistamtiee
Town of Collingwood 18,50¢ 18,07:
COLLUS Solutions Corp. is leasing computer equipimen
from Collingwood Public Utilities Service Board. hik
amount is included in the above netted expenses. 117,00( 108,00




Schedule SEC IR#1(d)-1

COLLUS SOLUTIONS CORP.

NOTES TO THE FINANCIAL STATEMENTS
AS AT DECEMBER 31, 200"

4. Economic dependence
As the company's sole source of income is derivenh fproviding processing services to related psuite
ability to continue viable operations is dependeppn COLLUS Power Corp. and Collingwood Public
Utilities Service Board.

5. Financial instruments
The company's financial instruments consist of casbounts receivable and accounts payable andaiscr
It is management's opinion that the company isexpibosed to significant interest, currency or creidks
arising from these financial instruments. Faimueatloes not vary significantly from recorded value.

6. Supplemental cash flow information

Cash receipts (payments) were made as follows:

2007 200¢
$ $
Interest received 13,48¢ 13,73¢
Interest paid (109 (1,840
Taxes refunded 3,58¢ 734
Taxes paid (14,185 (28,065
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COLLUS SOLUTIONS CORP.

NOTES TO THE FINANCIAL STATEMENTS
AS AT DECEMBER 31, 200"

7. Employee future benefits

The employees of COLLUS Solutions Corp. participaitehe Ontario Municipal Employees Retirement
System ("OMERS"). Although the plan has a defimetrement benefit for employees, the related
obligation of the corporation cannot be identifieddhe OMERS plan has several unrelated particigatin
municipalities and costs are not specifically btited to each participant. Amounts paid to OMERSng)
the year totale110,95( (200¢€ - $101,97.).

In addition, COLLUS Solutions Corp. pays certaimdéfits on behalf of its retired employees. The
corporation recognizes these post-retirement cwostthe period in which the employees rendered the
services. The accrued benefit obligation at Deaarhh, 2007 of $243,955 and the net periodic benefit

for 2007 was determined by actuarial valuationsgisiiscount rates of 5.0%. Actuarial valuationdi be
prepared every third year or when there are sicaniti changes to the workforce.

Information about the company's defined benefih péaas follows:

2007 200¢
$ $

Accrued benefit obligation

Balance at the beginning of period 230,43: 200,74t

Current service cost for the period 12,35: 20,52

Interest cost for the period 13,15¢ 12,18:

Actuarial loss/(gain) 15,44¢ (758

Prior period cost 7,60¢ 9,511

Benefits paid for the period (5,325 (4,919
Projected accrued benefit obligation at end ofqukas determined
by actuarial valuation. 273,67. 237,28«

Unamortized actuarial (loss)/gain (24,010 75€

Unamortized prior service cost (5,707 (7,609
Balance at end of period 243,95} 230,43:
Components of net periodic benefit cost

Current service cost for the period 12,35: 20,52

Interest cost for the period 13,15¢ 12,18:

Amortization of actuarial losses / (gains) 94 -

Amortization of prior service cost 1,90z 1,90z
Net periodic benefit cost 27,50¢ 34,60¢




Schedule SEC IR#1(d)-1

COLLUS SOLUTIONS CORP.

NOTES TO THE FINANCIAL STATEMENTS
AS AT DECEMBER 31, 200"

6. Employee future benefits (continued)
The main actuarial assumptions employed for theatains are as follows:

(b)

(c)

(d)

(f)

General inflation

Future general inflation levels, as measured byhgés in the Consumer Price Index ("CPI"), were
assumed &.1% in 2007 and thereafter.

Interest (discount) rate
The obligation as at December 31, 2007, of thegmtegalue of future liabilities was determined gsin

a discount rate of 5.0%. This corresponds to t#sei@ed CPI rate plus an assumed real rate of return
of 2.9%.

Salary levels

Future general salary and wage levels were asstoriadrease a8.3% per annum.
Medical costs

Medical costs were assumed to increase at 9.09907 Zraded down 1.0% a year until 2011 after
which the rate is assumed to increase 5.0% annually

Dental costs

Dental costs were assumed to increage@b in 2007 and thereafter.
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