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Lakefront Utility Services Inc. —
Actuarial Valuation of Post-Retirement Non-Pension Benefits as at December 31, 2023

Development of Changes in the Accrued Benefit Obligation

Section B.3—Development of Actuarial Gains and Losses at December 31, 2023 for the Water

Division
Actual ABO at December 31, 2023 305,400
Less: Expected ABO at December 31, 2023 160,600

(Gain)/Loss on ABO as

N —
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Lakefront Utility Services Inc. —
Actuarial Valuation of Post-Retirement Non-Pension Benefits as at December 31, 2023

SECTION C —
PLAN PARTICIPANTS

Section C — 1 sets out the summary information with respect to the plan participants valued in the current
valuation compared to those valued in the previous valuation.

Section C — 2 reconciles the number of participants in the previous valuation to the number of participants
in the current valuation.

N . —
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Lakefront Utility Services Inc. —
Actuarial Valuation of Post-Retirement Non-Pension Benefits as at December 31, 2023

Participation Data

Section C.1—Participant Data

Membership data as at September 30, 2023 was received from the Corporation via e-mail and included
information such as name, sex, age, date of hire, current salary, benefit amounts and other applicable
details for all active employees and people in receipt of benefits.

Although the data provided reflected status and benefit information as at September 30, the Corporation
has indicated that any changes in status and other member data occurring from October 1 to December 31
are not expected to be material to the valuation results.

We have reviewed the data and compared it to the data used in the previous valuation for consistency and
reliability for use in this valuation. The main tests of sufficiency and reliability that were conducted on the
membership data are as follows:

e Date of hire prior to date of birth;

e Ages under 18 or over 100;

e Abnormal levels of benefits and/or premiums; and
¢ Duplicate records

In addition, the following tests were performed:

¢ Areconciliation of statuses from the prior valuation to the current valuation;

o Areview of the consistency of individual data items and statistical summaries between the current
and prior valuations; and

¢ Areview of the reasonableness of changes in such information since the prior valuation.

December 31, 2020 September 30, 2023

Employee Count

Male 22 20
Female 10 9
Total 32 29

Employee Average Service

Male 8.6 7.8
Female 9.2 4.4
Total 8.8 6.8

Retiree (in Receipt of Benefits) Count

Male 19 22
Female 6 9
Total 25 31

N N
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Lakefront Utility Services Inc. —
Actuarial Valuation of Post-Retirement Non-Pension Benefits as at December 31, 2023

Employee Count as of Sep. 30, 2023 Employee Avg Service as of Sep. 30, 2023

Age Male Female Total Male Female Total

<30 3 1 4 .9 1.3 1.0
30-35 1 - 1 .6 - .6
36 -40 4 = 4 8.6 - 8.6
41-45 6 4 10 9.4 3.9 7.2
46 - 50 1 4 5 34 5.6 5.1
51-55 2 - 2 12.7 - 12.7
56 - 60 1 - 1 18.4 - 18.4
61-65 - - - - - -
66 - 70 2 - 2 7.9 - 7.9
71-75 = = = - - -

>75 = = =

Total 20 9 29 7.8 4.4 6.8

I
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Lakefront Utility Services Inc. —
Actuarial Valuation of Post-Retirement Non-Pension Benefits as at December 31, 2023

Participant Reconciliation

Section C.2—Participation Reconciliation

As at December 31, 2020 32 25
New Entrants 13 -
Actives = 6
Terminated (10) -
Retired (6) -
Deceased = =
Disabled = =
No Longer Eligible - -
As at September 30, 2023 29 31

- —
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Lakefront Utility Services Inc. —
Actuarial Valuation of Post-Retirement Non-Pension Benefits as at December 31, 2023

SECTION D —
SUMMARY OF ACTUARIAL METHOD AND ASSUMPTIONS

Actuarial Method

The aim of an actuarial valuation of post-retirement non-pension benefits is to provide a reasonable and
systematic allocation of the cost of these future benefits to the years in which the related employees’
services are rendered. To accomplish this, it is necessary to:

e make assumptions for discount rates, mortality, and other decrements;
o use these assumptions to calculate the present value of the expected future benefits; and,

e adopt an actuarial cost method to allocate the present value of expected future benefits to the
specific years of employment.

The Defined Benefit Obligation and Current Service Cost were determined using the projected benefit
method, pro-rated on service. This is the method stipulated by IAS 19 and PS 3250. Under this method,
the projected post-retirement benefits are deemed to be earned on a pro-rata basis over the years of service
in the attribution period. IAS 19 stipulates that the attribution period commences on the date when service
by the employee first leads to benefits under the plan (whether or not the benefits are conditional on further
service) and ends on the date when further service by the employee will lead to no material amount of
further post-retirement non-pension benefits under the plan, other than from further salary increases. PS
3250 stipulates that the attribution period commences at the employee’s hire date and ends at the date of
retirement.

For each employee not yet fully eligible for benefits, the Present Value of the Defined Benefit Obligation
(PV DBO) or the Accrued Benefit Obligation (ABO) is equal to the present value of expected future benefits
multiplied by the ratio of the years of service to the valuation date to the total years of service in the
attribution period. The Current Service Cost is equal to the present value of expected future benefits
multiplied by the ratio of the year (or part) of service in the fiscal year to total years of service in the attribution
period.

The PV DBO or ABO at December 31, 2023 is based on membership data and management’s best estimate
assumptions established for calculations as at December 31, 2023.

For health and dental benefits, the Corporation has selected the premium rates charge to retirees as
management’s best estimate of the current base benefits costs to be incurred for both the Electric Division
and Water Division. The total monthly premium rates, inclusive of expenses and premium taxes, used are
as follows:

January 1, 2021 - December 31, 2021 (Previous Health Dental
Valuation)

Retiree Division Single Family Single Family
Management $ 203.04 $472.24 | $106.76 | $256.86
Union $ 196.44 $456.74 | $83.15 $ 199.95

January 1, 2023 - December 31, 2024 (Current Valuation) \

Retiree Division Single Family Single Family

Management $192.89 $447.72 | $101.42 $240.38

Union $186.62 $433.90 $78.99 $189.95
N N
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Lakefront Utility Services Inc. —
Actuarial Valuation of Post-Retirement Non-Pension Benefits as at December 31, 2023

The rates above are at the 100% level and prior to any cost-sharing provisions that may be applicable under
the plan.

. —
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Lakefront Utility Services Inc. —
Actuarial Valuation of Post-Retirement Non-Pension Benefits as at December 31, 2023

Management’s Best Estimate Assumptions

The following are management’s best estimate economic and demographic assumptions for calculations
as at December 31, 2023. These assumptions are used for both the Electric Division and Water Division.
Economic Assumptions

Discount Rate

The rate used to discount future benefits is assumed to be 4.65% per annum as at December 31, 2023.
This rate reflects the Corporation’s expected projected benefit cash flows for post-retirement non-pension
benefits and the market yields on high quality bonds at December 31, 2023.

This assumption was 5.05% per annum at December 31, 2022.

Salary Increase Rate

The rate used to increase salaries is assumed to be 3.30% per annum for the first 5 years, and 2.50% per
annum going forward. This rate reflects the expected Consumer Price Index adjusted for productivity, merit
and promotion and for company-specific information.

This assumption chosen as at December 31, 2020 was 2.00% per annum .
Claims Cost Trend Rate

The rates used to project benefits costs into the future were chosen based on a research paper published
by the Canadian Institute of Actuaries — Model of Long-Term Health Care Cost Trends in Canada - dated
March 2018.

The following table provides a sample of the health and dental trend rates used in the valuation and the
assumptions used in the previous valuation:

Current Valuation

Year Health and Dental
2024 4.20%
2029 5.30%
2034 5.00%
2039 4.40%
2042 and thereafter 4.00%

Previous Valuation

Year Health Dental

2024 5.10% 5.40%

2029 5.30% 5.30%

2034 4.80% 4.80%

2039 4.20% 4.20%

2042 and thereafter 4.00% 4.00%
0 I
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Lakefront Utility Services Inc. —
Actuarial Valuation of Post-Retirement Non-Pension Benefits as at December 31, 2023

Demographic Assumptions

Mortality Table

The mortality tables used are as per the Canadian Institute of Actuaries Canadian Pensioners’ Mortality
Pension Experience Subcommittee final report dated February 11, 2014 (CIA Report). More specifically, the
Canada Pensioners Mortality (‘CPM”) Table Public Sector (CPM2014 PUBL) has been used with the
generational projection of mortality improvement based upon the CIA MI-2017 mortality improvement scale
published in 2017.

This assumption remains unchanged from the previous valuation.

Rates of Withdrawal

Termination of employment is assumed to be in accordance with the following withdrawal table. This is
based on analysis of the withdrawal experience compiled for a group of similar companies for which data
was available.

Age Bucket Current Valuation Previous Valuation
18 —29 2.75% 2.90%
30-34 2.20% 2.15%
35-39 1.65% 1.85%

40 — 49 1.40% 1.45%
50 — 54 1.20% 1.25%

Retirement Age

All active employees are assumed to retire at age 60 (or immediately if currently over age 60), which was
based on the Corporation’s retirement experience as well as the experience of other similar companies for
which data was available. The retirement age assumption was increased to the earliest date that the
individual receives an OMERS unreduced pension (no later than age 65) if that date is greater than age 60.

This assumption remains unchanged from the previous valuation.

Disability

No provision was made for future disability.

This assumption remains unchanged from the previous valuation.

H I
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Lakefront Utility Services Inc. —
Actuarial Valuation of Post-Retirement Non-Pension Benefits as at December 31, 2023

Other Assumptions

Family/Single Coverage

The following assumptions were chosen for the current valuation and are unchanged from the previous
valuation:

o Coverage Type at Retirement (i.e. family, single) — For active employees, the employee’s coverage
type at the valuation date will remain the same until the employee reaches the assumed retirement
age. For retirees, the actual current benefit coverage type at the valuation date was provided by
the Corporation.

e Spousal Gender — For employees with family coverage, the retiree has a spouse of the opposite
gender at the date of retirement.

e Spousal Age Offset — Male spouses are assumed to be three years older than female spouses.

Expenses and Taxes

The taxes and expenses are included in the premium rates assumed for health and dental benefits.

We have assumed 10% of benefits is required for the cost of sponsoring the program for post-retirement
life insurance.

These assumptions remain unchanged from the previous valuation.

N N
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Lakefront Utility Services Inc. —
Actuarial Valuation of Post-Retirement Non-Pension Benefits as at December 31, 2023

SECTION E —
SUMMARY OF POST-RETIREMENT BENEFITS

The following is a summary of the plan provisions that are pertinent to this valuation, based on information
provided by and discussions with the Corporation. These provisions are used for both the Electric Division
and Water Division.

Eligibility
Upon retirement, all employees of the Corporation are eligible for post-retirement life insurance.

All employees who retire with an unreduced pension after February 1, 2010 with at least 10 years of service
between the age 55 and 65 are eligible for post-retirement health and dental benefits.

In addition, all management employees who retire between ages 65 and 70 with at least 10 years of service
are eligible to receive post-retirement health and dental benefits until age 70.

Participant Contributions

The Corporation shall pay 100% of the cost of post-retirement life, health, and dental benefits for eligible
retirees.

Summary of Benefits

Life Insurance

Upon retirement, all employees are entitled to post-retirement life insurance benefits, as per the MEARIE
plan, based upon the following table. There is one exception for an employee who will receive Plan Option
2 benefits at retirement even though they will have less than 10 years of service.

Plan Option Amount of Coverage Eligibility
1 Flat $2,000. Employee retires with less than 10 years of
service in the Plan.
2 50% of final annual earnings, reducing by Employee retires with 10 or more years of
2.5% of final annual earnings each year for service in the Plan and was hired before June

10 years, to a final benefit equal to 25% of 16, 1989.
final annual earnings.
OR

Reduction occurs on the anniversary date of Employee was insured under the superseded

ETERERL plan and elected coverage under option 2, 3, or
4, or employee was not insured under the
superseded plan.

3 50% of final annual earnings. Employee was insured under the superseded
plan and was hired on or after May 1, 1967 and
elected coverage under option 1 only.

4 70% of final amount insured under the life Employee was insured under the superseded

plan immediately prior to retirement. plan and was hired before May 1, 1967 and

elected coverage under option 1 only.

N N
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Lakefront Utility Services Inc. —
Actuarial Valuation of Post-Retirement Non-Pension Benefits as at December 31, 2023

Health and Dental Benefits

All eligible employees are entitled to receive post-retirement health and dental benefits until age 65. In
addition, all management employees who retire between ages 65 and 70 with 10 years of service receive
post-retirement health and dental benefits until age 70.

A detailed description of the health and dental benefits covered under the post-retirement non-pension
benefits plan can be found in corresponding collective agreements and benefit booklets.

I
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Lakefront Utility Services Inc. —
Actuarial Valuation of Post-Retirement Non-Pension Benefits as at December 31, 2023

ACTUARIAL CERTIFICATION

An actuarial valuation has been performed on the post-retirement non-pension benefit plans sponsored by
Lakefront Utility Services Inc. (the “Corporation”) as at December 31, 2023, for the purposes described in
this report.

In accordance with the Canadian Institute of Actuaries Consolidated Standards of Practice General
Standards, we hereby certify that, in our opinion, for the purposes stated in the Executive Summary:

1. The data on which the valuation is based is sufficient and reliable for the purpose of the valuation;

2. The assumptions employed, as outlined in this report, have been selected by the Corporation as
management’s best estimate assumptions (no provision for adverse deviations). They are
considered appropriate for purposes of the valuation;

3. All known legal and constructive obligations with respect to the post-retirement non-pension
benefits sponsored by and identified by the Corporation are included in the calculations. The
calculations have been made in accordance with our understanding of the requirements of
International Financial Reporting Standards (“IFRS”) outlined in International Accounting Standard
19 — Employee Benefits (“IAS 19”) for the Electric Division and Section 3250 (Retirement Benefits)
of the CPA Canada Public Sector Accounting Handbook (“PS 3250”) for the Water Division; and

4. This report has been prepared, and our opinions given, in accordance with accepted actuarial
practice in Canada.

We are not aware of any subsequent events after the date of completing this valuation that would have a
significant effect on the valuation results contained herein.

The latest date on which the next actuarial valuation should be performed is December 31, 2026. If any
supplemental advice or explanation is required, please advise the undersigned.

Respectfully submitted,
RSM CANADA CONSULTING LP

bt Gt

Stanley Caravaggio, FSA, FCIA
Director

Toronto, Ontario

February 12, 2024

N I
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Lakefront Utility Services Inc. -
Actuarial Valuation of Post-Retirement Non-Pension Benefits as at December 31, 2023

SECTION F —
EMPLOYER CERTIFICATION

Post-Retirement Non-Pension Benefit Plan
of Lakefront Utility Services Inc.
Actuarial Valuation as at December 31, 2023

| hereby confirm, as an authorized signing officer of the administrator of the Post-Retirement
Non-Pension Benefit Plan of Lakefront Utility Services Inc. that, to the best of my knowledge
and belief, for the purposes of the valuation:

) The membership data summarized in Section C is accurate and complete;
i) The assumptions upon which this report is based as summarized in Section D, are
management's best estimate assumptions and are adequate and appropriate for the

purposes of this valuation; and

iii) The summary of Plan Provisions in Section E is an accurate and complete summary of
the terms of the Plan in effect on December 31, 2023.

LAKEFRONT UTILITY SERVICES INC.

%Mﬁ/ai/g;/g_ﬁ

Date

Name

N
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Lakefront Utility Services Inc. —
Actuarial Valuation of Post-Retirement Non-Pension Benefits as at December 31, 2023

APPENDIX —
DETAILED ACCOUNTING SCHEDULES

N —
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gy | - .
RSB A Lakefront Utility Services Inc.
Estimated Benefit Expense (IAS 19)
ELECTRIC DIVISION
FINAL
Actuals
CY 2023 *
Discount Rate at January 1 5.05%
Discount Rate at December 31 4.65%
Health Benefit Cost Trend Rate at December 31 4.90%
Dental Benefit Cost Trend Rate at December 31 5.10%
Long Term Health and Dental Benefit Cost Trend Rate 4.00%
First Year Of Long Term Health and Dental Benefit Cost Trend Rate 2042
Withdrawal Rate age-based table

Assumed Increase in Employer Contributions

A. Change in the Net Defined Benefit Liability/(Asset) Recognized in Balance Sheet

expected ***

Projected **
CY 2024

4.65%
4.65%

4.20%

4.20%

4.00%

2042

age-based table
expected ***

Projected **
CY 2025

4.65%
4.65%

4.40%

4.40%

4.00%

2042
age-based table
expected ***

02/12/2024

Projected **
CY 2026

4.65%
4.65%

4.60%

4.60%

4.00%

2042
age-based table
expected ***

Net Defined Benefit Liability/(Asset) as at January 1 415,542 467,349 447,861 427,089
Defined Benefit Cost Recognized in Income Statement 34,327 29,425 28,911 28,679
Defined Benefit Cost Recognized in Other Comprehensive Income 68,468 - - -
Benefits Paid by the Employer (50,989) (48,912) (49,684) (42,125)
Net Defined Benefit Liability/(Asset) as at December 31 467,349 447,861 427,089 413,643
B. Determination of Defined Benefit Cost

B1. Determination of Defined Benefit Cost Recognized in Income Statement

Current Service Cost 14,630 8,830 9,241 9,799
Interest Cost 19,697 20,595 19,670 18,880
Defined Benefit Cost Recognized in Income Statement 34,327 29,425 28,911 28,679
B2. Remeasurements of the Net Defined Benefit Liability/(Asset) Recognized in Other Comprehensive Income

Net Actuarial Loss/(Gain) arising from Changes in Financial Assumptions (33,386) - - -
Net Actuarial Loss/(Gain) arising from Changes in Demographic Assumptions 506 - - -
Net Actuarial Loss/(Gain) arising from Experience Adjustments 101,348 - - -
Return on Plan Assets (Excluding Amounts Included in Net Interest Cost) - - - -
Change in Effect of Asset Ceiling - - - -
Defined Benefit Cost Recognized in Other Comprehensive Income 68,468 - - -
Total Defined Benefit Cost 102,795 29,425 28,911 28,679
C. Change in the Present Value of Defined Benefit Obligation

Present Value of Defined Benefit Obligation as at January 1 415,542 467,349 447,861 427,089
Current Service Cost 14,630 8,830 9,241 9,799
Interest Cost 19,697 20,595 19,670 18,880
Benefits Paid (50,989) (48,912) (49,684) (42,125)
Net Actuarial Loss/(Gain) 68,468 - - -
Present Value of Defined Benefit Obligation as at December 31 467,349 447,861 427,089 413,643

*  The CY 2023 defined benefit cost and expected PV DBO at December 31, 2023 are calculated based on membership data

at December 31, 2020 and management's best estimate assumptions at December 31, 2022.

**  Projected CY 2024, 2025 and 2026 results are provided for informational purposes only. Significant changes such as re-negotiated benefits,
increased benefit costs, or significant swings in demographics may require revised projections or a full actuarial review.

*** Based on expected benefits to be paid to those eligible for benefits.
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Discount Rate at January 1
Discount Rate at December 31

Health Benefit Cost Trend Rate at December 31

Dental Benefit Cost Trend Rate at December 31

Long Term Health and Dental Benefit Cost Trend Rate

First Year Of Long Term Health and Dental Benefit Cost Trend Rate
Withdrawal Rate

Assumed Increase in Employer Contributions

D. Calculation of Component Items

Lakefront Utility Services Inc.
Estimated Benefit Expense (IAS 19)
ELECTRIC DIVISION
FINAL

Actuals
CY 2023 *

5.05%
4.65%

4.90%

5.10%

4.00%

2042

age-based table
expected ***

Projected **
CY 2024

4.65%
4.65%

4.20%

4.20%

4.00%

2042

age-based table
expected ***

Projected **
CY 2025

4.65%
4.65%

4.40%

4.40%

4.00%

2042
age-based table
expected ***

02/12/2024

Projected **
CY 2026

4.65%
4.65%

4.60%

4.60%

4.00%

2042
age-based table
expected ***

Service Cost

Current Service Cost 14,630 8,830 9,241 9,799
Interest Cost
Present Value of Defined Benefit Obligation as at January 1 415,542 467,349 447,861 427,089
Benefits Paid (25,494) (24,456) (24,842) (21,062)
Accrued Benefits 390,048 442,893 423,020 406,026
Interest Cost 19,697 20,595 19,670 18,880
Expected Present Value of Defined Benefit Obligation as at December 31
Present Value of Defined Benefit Obligation as at January 1 415,542 467,349 447,861 427,089
Current Service Cost 14,630 8,830 9,241 9,799
Benefits Paid (50,989) (48,912) (49,684) (42,125)
Interest Cost 19,697 20,595 19,670 18,880
Expected Present Value of Defined Benefit Obligation as at December 31 398,880 447,861 427,089 413,643
E. Net Actuarial Loss/(Gain)
Net Actuarial Loss/(Gain) as at December 31
Expected Present Value of Defined Benefit Obligation 398,880 447,861 427,089 413,643
Actual Present Value of Defined Benefit Obligation 467,349 447,861 427,089 413,643
Net Actuarial Loss/(Gain) as at December 31 68,468 - - -

*  The CY 2023 defined benefit cost and expected PV DBO at December 31, 2023 are calculated based on membership data
at December 31, 2020 and management's best estimate assumptions at December 31, 2022.

**  Projected CY 2024, 2025 and 2026 results are provided for informational purposes only. Significant changes such as re-negotiated benefits,
increased benefit costs, or significant swings in demographics may require revised projections or a full actuarial review.

*** Based on expected benefits to be paid to those eligible for benefits.
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Discount Rate at January 1
Discount Rate at December 31

Health Benefit Cost Trend Rate at December 31

Dental Benefit Cost Trend Rate at December 31

Long Term Health and Dental Benefit Cost Trend Rate

First Year Of Long Term Health and Dental Benefit Cost Trend Rate
Withdrawal Rate

Assumed Increase in Contributions/Benefit Payments

A. Determination of Benefit Expense

Lakefront Utility Services Inc.

Estimated Benefit Expense (PS 3250)
WATER DIVISION
FINAL

Actuals
CY 2023 *

5.05%
4.65%

4.90%

5.10%

4.00%

2042

age-based table
expected ***

Projected **
CY 2024

4.65%
4.65%

4.20%

4.20%

4.00%

2042

age-based table
expected ***

Projected **
CY 2025

4.65%
4.65%

4.40%

4.40%

4.00%

2042

age-based table
expected ***

02/12/2024

Projected **
CY 2026

4.65%
4.65%

4.60%

4.60%

4.00%

2042

age-based table
expected ***

Current Service Cost 8,962 6,516 6,819 7,136
Interest on Benefits 8,747 13,829 13,410 13,222
Interest on Assets - - - -
Actuarial (Gain)/Loss (6,268) 5,477 5,477 5,477
Benefit Expense 11,440 25,821 25,705 25,834
B. Reconciliation of Prepaid Benefit Asset (Liability)

Accrued Benefit Obligation (ABO) as at December 31 305,436 296,665 286,681 288,077
Assets as at December 31 - - - -
Unfunded ABO (305,436) (296,665) (286,681) (288,077)
Unrecognized Actuarial Loss/(Gain) 82,148 76,671 71,195 65,718
Prepaid Benefit Asset/(Liability) (223,288) (219,994) (215,486) (222,359)
Prepaid Benefit Asset/(Liability) as at January 1 (254,524) (223,288) (219,994) (215,486)
Benefit Income/(Expense) (11,440) (25,821) (25,705) (25,834)
Contributions/Benefit Payments by the Employer 42,676 29,115 30,212 18,962
Prepaid Benefit Asset/(Liability) (223,288) (219,994) (215,486) (222,359)

* The CY 2023 defined benefit cost and expected PV DBO at December 31, 2023 are calculated based on membership data

at December 31, 2020 and management's best estimate assumptions at December 31, 2022.
*x Projected CY 2024, 2025 and 2026 results are provided for informational purposes only. Significant changes such as re-negotiated benefits,

increased benefit costs, or significant swings in demographics may require revised projections or a full actuarial review.
***  Based on expected benefits to be paid to those eligible for benefits.
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Discount Rate at January 1
Discount Rate at December 31

Health Benefit Cost Trend Rate at December 31

Dental Benefit Cost Trend Rate at December 31

Long Term Health and Dental Benefit Cost Trend Rate

First Year Of Long Term Health and Dental Benefit Cost Trend Rate
Withdrawal Rate

Assumed Increase in Contributions/Benefit Payments

C. Calculation of Component Items

Lakefront Utility Services Inc.
Estimated Benefit Expense (PS 3250)
WATER DIVISION
FINAL

Actuals
CY 2023 *

5.05%
4.65%

4.90%

5.10%

4.00%

2042

age-based table
expected ***

Projected **
CY 2024

4.65%
4.65%

4.20%

4.20%

4.00%

2042

age-based table
expected ***

Projected **
CY 2025

4.65%
4.65%

4.40%

4.40%

4.00%

2042

age-based table
expected ***

02/12/2024

Projected **
CY 2026

4.65%
4.65%

4.60%

4.60%

4.00%

2042

age-based table
expected ***

Current Service Cost

Interest on Benefits
ABO at January 1
Current Service Cost
Benefit Payments
Accrued Benefits
Interest on Benefits

Expected ABO as at December 31
ABO at January 1
Current Service Cost
Benefit Payments
Interest on Benefits
Expected ABO at December 31

Interest on Assets
Assets at January 1
Funding
Benefit Payments
Expected Assets
Interest on Assets

Expected Assets as at December 31
Assets at January 1
Funding
Benefit Payments
Interest on Assets
Expected Assets at December 31

* The CY 2023 defined benefit cost and expected PV DBO at December 31, 2023 are calculated based on membership data

8,962 6,516 6,819 7,136
185,577 305,436 296,665 286,681
8,962 6,516 6,819 7,136
(21,338) (14,558) (15,106) (9,481)
173,200 297,394 288,378 284,336
8,747 13,829 13,410 13,222
185,577 305,436 296,665 286,681
8,962 6,516 6,819 7,136
(42,676) (29,115) (30,212) (18,962)
8,747 13,829 13,410 13,222
160,609 296,665 286,681 288,077
21,338 14,558 15,106 9,481
(21,338) (14,558) (15,106) (9,481)
42,676 29,115 30,212 18,962
(42,676) (29,115) (30,212) (18,962)

at December 31, 2020 and management's best estimate assumptions at December 31, 2012.
*x Projected CY 2024, 2025 and 2026 results are provided for informational purposes only. Significant changes such as re-negotiated benefits,

increased benefit costs, or significant swings in demographics may require revised projections or a full actuarial review.
***  Based on expected benefits to be paid to those eligible for benefits.
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Discount Rate at January 1
Discount Rate at December 31

Health Benefit Cost Trend Rate at December 31

Dental Benefit Cost Trend Rate at December 31

Long Term Health and Dental Benefit Cost Trend Rate

First Year Of Long Term Health and Dental Benefit Cost Trend Rate
Withdrawal Rate

Assumed Increase in Contributions/Benefit Payments

D. Amortization of Actuarial Loss/(Gain)

Lakefront Utility Services Inc.

Estimated Benefit Expense (PS 3250)
WATER DIVISION
FINAL

Actuals
CY 2023 *

5.05%
4.65%

4.90%

5.10%

4.00%

2042

age-based table
expected ***

Projected **
CY 2024

4.65%
4.65%

4.20%

4.20%

4.00%

2042

age-based table
expected ***

Projected **
CY 2025

4.65%
4.65%

4.40%

4.40%

4.00%

2042

age-based table
expected ***

02/12/2024

Projected **
CY 2026

4.65%
4.65%

4.60%

4.60%

4.00%

2042

age-based table
expected ***

(Gain)/Loss on ABO as at January 1
Prepaid Benefit Liability/(Asset) as at January 1
Unamortized (Gain)/Loss
Expected ABO
Actual ABO
(Gain)/Loss on ABO at January 1

(Gain)/Loss on Assets as at January 1

Expected Assets

Actual Assets

(Gain)/Loss on Assets as at January 1
Total (Gain)/Loss as at January 1
Expected Average Remaining Service Life (Years)
Amortization for Current Year
(Gain)/Loss on ABO at December 31

Expected ABO

Actual ABO

(Gain)/Loss on ABO at December 31

Unamortized (Gain)/Loss at December 31

* The CY 2023 defined benefit cost and expected PV DBO at December 31, 2023 are calculated based on membership data

254,524 223,288 219,994 215,486
(68,947) 82,148 76,671 71,195
185,577 305,436 296,665 286,681
185,577 305,436 296,665 286,681
(68,947) 82,148 76,671 71,195
11 15 14 13
(6,268) 5,477 5,477 5,477
160,609 296,665 286,681 288,077
305,436 296,665 286,681 288,077
144,827 - - -
82,148 76,671 71,195 65,718

at December 31, 2020 and management's best estimate assumptions at December 31, 2022.
*x Projected CY 2024, 2025 and 2026 results are provided for informational purposes only. Significant changes such as re-negotiated benefits,

increased benefit costs, or significant swings in demographics may require revised projections or a full actuarial review.

***  Based on expected benefits to be paid to those eligible for benefits.
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Appendix 4B Detailed Calculation of Management Fees

Analysis of Management fee from LUSI

May 1 2026
Page 99 of 102

Account 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 2021 | 2022 | 2023 | 2024 | 2025 ir:tgf
Executive 17,217 | 21,536 | 16,362 | 13,025 | 13,072 | 15,336 | 15,246 | 16,438 | 13,767 | 15,618 | 17,670 | 1,548 | 176,835
Finance 15,006 | 18,243 | 20,765 | 23,402 | 23,553 | 25,655 | 27,106 | 32,312 | 25690 | 26,057 | 27,179 | 58,198 | 323,256
f\ssmt?nmerse”'ce 20401 | 2,118 | 4899 | 5210 | 6,634 | 6,317 | 5826 | 8558 | 6,942 | 8967 | 9,798 0 85,670
HR General 9,165 | 6,194 | 4729 | 1,327 | 1,188 | 3,319 | 3,380 | 3,943 | 3,056 | 3,587 | 298 0 40,186
23;';‘;‘]“0”3 General | 4984 | 99 0 0 0 0 3,775 | 5,341 373 | 653 103 | 332 11,960
gi‘fl?;‘;merse”'ce 0 | 16,448 | 16,226 | 21,689 | 21,804 | 24,385 | 23,693 | 24,332 | 20,506 | 23,514 | 27,681 | 26,729 | 247,097
ggﬁ;%?:gsﬂwce 3511 | 1,982 | 2,000 | 2,082 | 2,106 | 2,545 | 2,491 | 3,182 | 2,859 | 4,434 | 5615 | 6,077 | 38974
Operations Admin | 18,613 | 7,590 | 6,211 | 1,505 | 1,956 | 2,334 | 24661 | 12,446 | 8,231 | 9,667 | 3,551 | 6,400 | 103,255
ﬁ:‘:' Management | o5 5a7 | 74,210 | 71,282 | 68,330 | 70,403 | 79,891 | 106,178 | 106,552 | 81,424 | 92,497 | 91,895 | 99,284 | 1,027,233
Refund calculation
IRM Rate
Description Order Inflation Amount
(inc. stretch)

2017 fee included in RR $85,194

2018 IRM (2017) impact 1.05% $86,089

2019 IRM impact 1.35% $87,251

2020 IRM impact 1.85% $88,865

2021 IRM impact 2.05% $90,687

Estimated 2022 fee included in RR (per worksheet) $102,954

2023 IRM impact 3.70% $106,763

2024 IRM impact 4.80% $111,888

2025 IRM impact 3.60% $115,916

2026 IRM impact 3.70% $120,205

Total estimated management fee included in rates $995,813

Carrying charges $155,911

Total management fee and carrying charges due to customers $1,151,724
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ADM

ADM

ADM

41.0 PURPOSE

4.1.1 To set forth the policy of the Corporation regarding the approval procedure for
purchasing capital and operational expenditures. The conduct of the Corporation’s
procurement activities must meet the highest standards of reasonability, be economically
achievable and support the Corporation’s overall objectives of fairness, openness, and
transparency. The Corporation’s procurement activities are intended to both achieve
maximum value for the Corporation and its stakeholders, and advance the Corporation’s
strategic objectives.

4.2.0 POLICY STATEMENT AND OBJECTIVES

4.2.1 It is the policy of Lakefront Group of Companies represented by Lakefront Utility
Services Inc. (LUSI) to set up procedures for the purchasing of supplies, materials and
other services on behalf of LUSI and its affiliates.

4.2.2 The objectives of the Corporation’s Procurement Policy are to ensure that:

a. All goods and services are acquired in accordance with approved procurement
processes;

b. All goods and services are acquired within authorized budgets;

c. The Corporation receives value for money, by obtaining goods and services
through a fair and competitive procurement process involving reputable
suppliers;

d. Evaluation criteria are applied fairly to assess the merits of competitive bids,
proposals, quotes and submissions;

e. Those seeking contracts for goods and services are required to disclose potential
conflicts of interest;

f. Senior management and the Board of Directors are appropriately accountable for
all material procurement;

g. The entire competitive procurement process is fair, open and transparent.

4.3.0 PURCHASE ORDER CREATION PROCESS
4.3.1 All requests for the purchase of goods or services must be submitted on a
Purchasing Form, which when authorized and approved by the appropriate signing

authorities and assigned a valid number, becomes an official Purchase Order.

4.3.2 In an emergency, a Supervisor may place a verbal order which must be followed
by an official Purchase Order as soon as practical.
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ADM

ADM

4.4.0 RESPONSIBILITIES

4.4.1 Department Manager’s Responsibilities
The Department Manager is responsible for reporting to the President in writing all
instances of unsatisfactory vendor performance.

4.4.2 Staff’s Responsibilities

All staff are responsible for following the Procurement Policy as outlined within, and for
ensuring that all items purchased meet all current Regulatory Standards and/or approved
Electrical Standards as per Ontario Regulation 22/04, and/or Water Standards.

4.5.0 APPROVAL PROCEDURE & SIGNING THRESHOLD LEVELS

4.5.1 Purchasing Forms will be approved by the appropriate authority level as per Table
1 and Table 2 below, validated for appropriateness of expenditure, verified against the
current approved budgets, and checked for account coding accuracy. All invoices will be
matched to the corresponding approved purchase order by the Finance Department.

4.5.2 Purchases are not to be divided to circumvent any thresholds in this policy.

Table 1 Approved Budget Purchases Signing Threshold

Supervisor Approval of purchase orders not to exceed $ 3,200
Manager Approval of purchase orders not to exceed $ 12,700
Two Corporate Officers Approval of purchase orders not to exceed $ 50,700
President Approval of purchase orders not to exceed $158,400

President and Corp. Officer Approval of purchase orders not to exceed $253,400

Purchases over $253,400 require additional authorization by the appropriate Chair.

Table 2 Purchases not included in Approved Budget Signing Threshold
Supervisor Approval of purchase orders not to exceed $ 760
Manager Approval of purchase orders not to exceed $ 3,200
Two Corporate Officers Approval of purchase orders not to exceed $ 10,200
President Approval of purchase orders not to exceed $ 31,700

President and Corp. Officer Approval of purchase orders not to exceed $ 57,000

Purchases over $57,000 not budgeted require authorization by the appropriate Board.
In an emergency situation, the President or his delegate will have the authority to make
emergency purchases outside of budget threshold, with the concurrence of the Chair of
the appropriate Board to be ratified by the full Board at the next scheduled meeting.
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ADM

ADM

ADM

ADM

4.5.3 Purchases of miscellaneous items under a value of 760 do not require a purchase
order but do require approval and account coding by appropriate supervisor.

4.5.4 Rental of equipment does not require a purchase order but does require the
associated work order. The invoice containing the work order number will be approved at
the time it is received. The work order number must be recorded on third party
documentation.

4.6.0 PURCHASES PAID OUT OF PETTY CASH
4.6.1 Purchases for goods or services costing less than $50 total can be paid out of petty
cash when authorized by the appropriate supervisor.

4.7.0 CREDIT CARD PURCHASES

4.7.1 Authorization from the appropriate supervisor is required for purchases over $760.
Senior management do not require authorization for amounts up to their limits of authority
and the statements must be reviewed and approved by their immediate supervisor as per
Policy FIN-11 Corporate Credit Card Policy.

4.8.0 PURCHASES COSTING BETWEEN $ 760 AND $31,699

4.8.1 All purchases over $760 require a Purchase Order with the exception of those
listed in the excluded items in ADM 4.11.1. The Purchase order must be signed by the
appropriate Manager/Supervisor, subject to their approval level. Purchaser will use
his/her discretion in selecting the suppliers from whom to choose based on best value.
For all purchases, competitive prices must be obtained and recorded.

4.9.0 PURCHASES COSTING BETWEEN $31,700, AND $57,000

4.9.1 When the total expenditure for goods or services is between $31,700 and $57,000,
informal but written quotations will be solicited from at least three (3) suppliers.

4.9.2 The quotation process may be omitted under the following conditions:
e Emergency situation declared by the President or his designate;

¢ Sole Source Purchases must be approved by two (2) Corporate Officers.
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ADM 4.10.0 PURCHASES COSTING OVER $57,000

4.10.1 A formal Request for Quotations will be required when the total expenditure for goods
or services is expected to exceed $57,000

4.10.2 Tenders and Requests for Proposals are required when the total expenditure for goods
or services is expected to exceed $95,300
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ADM 4.11.0 EXCLUSIONS TO PROCUREMENT PROCESS

4.11.1 The following items are not subject to this Procurement Policy:

2.0 Cheque Requisition
3.0 Training and Education
a) Conferences
b) Courses
c) Seminars
d) Conventions
e) Memberships
f) Periodicals
g) Magazines
h) Subscriptions
i) Staff Training
j) Staff Development
k) Staff Workshops
4.0 Refundable Employee Expenses
a) Meal Allowances
b) Travel Expenses
c) Hotel Accommodation
d) Mileage

5.0 General Expenses

a) Licenses, insurance (vehicles, etc.)

b) Banking and underwriting services
where covered by agreements

¢) Real estate including land, buildings,
leasehold interests, easements,
encroachments and licenses

d) Items of a confidential nature

e) Professional and special services,
including appraisals, medical, etc.

f) Freight charges

g) IESO Invoice

i) ESA Inspection Charges
j) OEB Fixed Costs
k) Insurance, employee benefits
(Pension, Health Insurance, etc.)
[) Taxes
m) Customer refunds
n) External audit expenses
0) Legal expenses
6.0 Utilities
a) Postage
b) Water and sewage charges
¢) Hydro
d) Natural Gas
e) Internet service
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ADM 4.12.0 ADMINISTRATIVE PROCEDURES

10.

No contract shall be artificially divided into smaller contracts for the sole purpose
of avoiding the thresholds as defined in the “Signing Threshold” above.

The President or Director of Finance or delegate shall have the authority to
execute and issue all contracts for goods and services, Professional Services,
non-standard items, Consulting Services and construction services provided that
proper authorization has been obtained as approved in the “Signing Threshold.”

It will be the responsibility of all employees of the Corporation to ensure that all
requirements of this policy are complied with.

The President shall have the authority to approve additional procedures to this
policy, including forms and Finance Department templates.

No employee of the Corporation, or Member of the Board, or immediate family
member of such persons, may bid on the Corporation’s proposed purchase of
goods and services.

No personal purchases shall be made by the corporation for Members of the
Board or employees of the Corporation unless authorized by the President.

No employee or Member of the Board shall purchase or offer to purchase, on
behalf of the Corporation, any goods or services except in accordance with this
policy without authorization from the President.

Except in the case of an emergency, the requisitioning department should
complete and obtain approval of a Procurement Requisition (Purchasing Form)
and approval obtained prior to committing the Corporation.

All responses for Requests for Qualifications, Proposals and Tenders must be
evaluated using a standard evaluation template to meet the specific requirements
of the Request for Qualifications, Proposals or Tender process. The Evaluation
Committee assigned to a procurement process must document the conclusions
of the evaluation process.

The selection of a preferred or successful proponent must be based upon the
evaluation criteria set out in the Prequalification Documents, the Request for
Proposal or the Tender documents.

Page 6 of 16



PRACTICE: ADM-4
Lakefront APPROVED: 9/12/2020
Utility ADMINISTRATIVE | errecTive: 30/08/2018
Services PRACTICES SUPERSEDES: 4/01/2016
Inc. UPDATED: 11/19/2025
VERSION No: 6
PROCUREMENT POLICY

11.

12.

13.

14.

15.

ADM 4.13.0

ADM 4.13.1

In determining whether a bid or proposal is compliant with the requirements of
the quotation documents, the Corporation shall consider the terms and conditions
of the Tender and the Request for Proposal documents.

In all cases, and irrespective of the type of procurement process that is carried
out, care must be taken to ensure that the overall procurement objectives of the
Corporation are met, that the transaction is documented in accordance with this
policy, and that where appropriate the selected proponent accepts the Terms and
Conditions as denoted in the Corporation’s contract.

To ensure the Corporation’s procurement process is fair, open and transparent to
all proponents, there shall be no communication between Corporation and the
proponents with the exception of the official representative(s) noted in the
quotation document. This blackout is for the period of time immediately following
the release of the quotation until the final award of the bid. All questions asked by
proponents during the course of procurement must be submitted in writing to the
official representative and the questions and responses must be circulated to all
proponents. Lobbying during the procurement process will not be permitted and
may result in the disqualification of the proponent.

The Corporation is not required to accept the lowest bid and may base its
evaluation on both quality and price (as appropriate to the goods or services
being purchased) and may adopt a “best value” approach to the evaluation of
price.

Procurement and contract documents should include, where applicable,
provisions that permit the re-scoping of a project in the event that prices
submitted exceed amounts budgeted for the contract.

PROCEDURES AND PROCUREMENT METHODOLOGIES

Choice of Procedure

Before any procurement takes place, the issuing department must:

1.

Identify the goods or services to be acquired.
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2. Evaluate the value of the goods or services as defined by the scope of work. For
the purposes of estimating, the value means the estimated total financial
commitment including the value of renewal options.

3. Determine if the project is properly funded. Projects that do not have sufficient
funds must be authorized by a member of the executive and CEO prior to
proceeding with the procurement process.

ADM 4.13.2 Procurement Methodologies

For ease of reference, the most common procurement methodologies that the Corporation
should use and the appropriate circumstances for use are as follows:

1. Tender — Used in circumstances where the Corporation has determined a clearly defined
scope of the goods or services and the only remaining matter to be resolved is
establishing a competitive price. Successful proponents are normally (but not
exclusively) chosen based on the price submitted. The evaluation of price can include an
evaluation of “best value” rather than simply the lowest price.

2. Request for Proposals (RFP) — Typically used when the Corporation wishes to carry out
a quality assessment of a service provider or the product or service they provide. In most
cases, price is a “weighted” factor but not the determining factor. Request for Proposals
are also used where it is not practical to prepare precise specifications, or where
alternatives to detailed specifications will be considered, which may be subject to further
negotiation. This process allows vendors to propose solutions to arrive at the end
product or desired result and allows for evaluation based on predetermined criteria in
addition to price. The term “Request for Proposal” also includes the flexible RFP also
known as the Best and Final Offer (BAFO) RFP.

3. One Bid Received- If only one proposal is received in response to the RFP, The Director
of Regulatory and Finance and the President will determine whether or not to proceed
with the opening. If in their opinion, using criteria based on the number of bids which
might be reasonably expected on the proposal, additional proposals could be secured,
the one proposal may be returned unopened, and the bidder advised that Lakefront may
be recalling the RFP at a later date.
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Further, upon receiving only one bid in response to the RFP, the Director of Regulatory
and Finance and President may proceed with the opening. If after the evaluation, the
proposal is found to be unacceptable, they may follow the procedures to cancel the RFP.

Request for Quotation — A formal or informal inquiry to determine the price of a specific
good or service. Successful proponents are normally (but not exclusively) chosen based
on the price submitted, although the evaluation can also allow for predetermined criteria
in addition to price. The proponent’s response should be submitted in writing.

Prequalification Request — Similar to a formal Request for Proposal but without factoring
price. Its purpose is to develop a short list of qualified suppliers/service providers that will
subsequently be invited to submit a proposal or tender at the next stage of the
procurement process.

Request for Expressions of Interest, Research and Market Sounding — All market
sounding (which may be referred to as a Request for Expression of Interest or RFEI)
required to determine market interest and develop scope will be conducted to ensure an
equitable process.

Research and market sounding will not be used to:
(a) pre-qualify potential suppliers;
(b) provide an unfair advantage for any proponent;
(c) and influence the chances of a vendor’s success or failure in future
procurement opportunities.

Research and market sounding does not constitute the initiation of a procurement process,
therefore, no conflict of interest is created between vendors participating in the market
sounding and vendors participating in future procurement opportunities.

Procurements with an estimated value over $95,300 must be procured through an open,
competitive process.

Construction procurements estimated to be over $253,400 require that the Director of
Finance and the Manager determine a delivery and contracting methodology and fee
structure. This procurement strategy will be reviewed with the Holdco Audit Committee
and form part of the Capital Approval request package issued to the Board for approval.
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In determining the methodology, consideration will be given to; health and safety,
liabilities to Lakefront Utilities, risk transfer and the premiums associated with the
transfer of risk. The following project delivery methods will be considered; general
contracting, construction management, design-build and public-private-partnership.
Furthermore, the following contract types and fee structures will be evaluated; unit cost,
lump sum, percentage fee and guaranteed maximum price, or other possible incentive
arrangements.

The preceding analysis will be documented and put-on file.

ADM 4.13.3 Vendor of Record (“VOR”)

1.

The purpose of a VOR is to provide the Corporation with a readily available list of
qualified firms. VORs are established through a publicly issued Prequalification Request
or Request for Proposals which defines the general parameters of the scope and the
length of time the list will be valid. The list will generally (but not always) result in
standing offers being established with the chosen vendors.

The VOR is not a replacement for a competitive quote; therefore, where possible,
quotations for goods or services should be sent to multiple vendors within the list of
qualified firms. The proposal with the best value to the Corporation will be issued a
release to their standing offer detailing the scope and price.

ADM 4.13.4 Evaluation Process

All procurements where price is not the single deciding factor must have the criteria (and
sub-criteria if necessary) developed for the evaluation process prior to the closing date
of the procurement or before any submissions are opened. The criteria will expand the
broad categories listed in the quotation document.

Furthermore:

(1) All meetings are to be coordinated through Finance.

(2) The Director of Finance or designate staff member will act as facilitator during all
evaluations.

(3) The evaluation team should consist of at least three staff members (from the
department accountable for the outcome of the procurement. For larger complex
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procurements a member of the Executive team should be included. To further
complement the evaluation team, additional members may be drawn from any
department within the Corporation. There are to be no vendors on the evaluation team
unless they are required to act in an advisory capacity to the team. The composition of
the teams will be reviewed by Finance and any exceptions to any of the above
conditions must be approved by the Director of Finance.

(4) The President may sit in on any Procurement evaluation as an ex-officio member of
that review team. The President should not influence the proceedings but may ask
questions to seek clarification.

(5) For large complex procurements, a Fairness Advisor may be retained to oversee the
complete procurement process to ensure fairness to all proponents. At the end of the
procurement the Fairness Advisor should issue a letter of opinion regarding the process
which will be retained with the procurement documents. The retention of a Fairness
Advisor must be approved by the President.

ADM 4.13.5 Bid Dispute Resolution and Tie Breaker

The bid dispute resolution process is intended to ensure that any dispute is handled in
an ethical, fair, reasonable and timely fashion.

Where a vendor wishes to dispute the outcome of a bid, subsequent to a debriefing with
the Finance department, the process outlined below is to be followed:

(1) The aggrieved party is to file its bid protest with the Department Manager within 15
business days of the debriefing meeting. The aggrieved party’s filing should include:

» The name and address of the vendor;

* Identification of the contract or bid solicitation being protested;
* Detailed and factual statement of the grounds for protest;

* Supporting documentation; and

* Desired relief, action or ruling

(2) The Department Manager will respond to the aggrieved party within 10 business
days of receiving the bid protest notice.

(3) If a resolution cannot be achieved, the aggrieved party must contact the Director of
Finance and copy the Director of Finance within 10 business days of receiving the first
response from the Department Manager.
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(4) The Director of Finance will respond to the aggrieved party within 10 business days
of receiving the bid protest notice.

(5) The final decision on the issue will be made by the Director of Finance and will be
resolved within 10 business days of receiving the bid protest.

(6) In the event of a tie during the evaluation, the tied proponents will be invited to an
interview in an effort to break the tie. The interview will have a set agenda and scored by
the evaluation team.

ADM 4.14.0 NON-COMPETITIVE PROCUREMENT - GOODS AND SERVICES (INCLUDING
PROFESSIONAL SERVICES)

Professional Services is defined as any licensed professional service provided by medical doctors,
dentists, nurses, pharmacists, veterinarians, engineers, land surveyors, architects, chartered
professional accountants, lawyers and notaries in their regulated capacities.

1. In the event of extraordinary circumstances, the Corporation reserves the right to offer a
contract for the provision of goods or services to a sole supplier.

2. Single source procurements above $31,700 shall be permitted only where circumstances
prevent competitive purchasing, including:

(a) emergencies;

(b) extreme urgency or time constraints;

(c) economy or value in continuing prior work;

(d) protection of copyrights or trade-marks;

(e) a public and open competitive process has been undertaken but has failed to identify
a viable supplier or service provider;

(f) absence of competition for technical or commercial reasons, with no available
substitutes;

(g) circumstances where the nature of work is such that it would not be in the public
interest to solicit bids or proposals;

(h) exceptions in accordance with applicable trade agreements as referenced in the
Directive; and

(i) circumstances where a government body instructs Lakefront Utilities to contract with a
specific vendor following that government body’s selection of that vendor in
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accordance with its procurement policy. A letter from the government body stating this
request must be attached to the requisition.

Sole sourced procurements where only one supplier is able to meet the requirements shall be
permitted under the following circumstances:

a. To ensure compatibility with existing products, to recognize exclusive rights, such as
exclusive licences, copyright and patent rights, or to maintain specialized products
that must be maintained by the manufacturer or its representative;

b. Where there is an absence of competition for technical reasons and the goods or
services can be supplied only by a particular supplier and no alternative or substitute
exists;

c. For the procurement of goods or services the supply of which is controlled by a
supplier that is a statutory monopoly;

d. For the purchase of goods on a commodity market;

e. For work to be performed on property by a contractor according to provisions of a
warranty of guarantee held in respect of the property or the original work;

f. For a contract to be awarded to winner of a design contest;

g. For the procurement of a prototype of a first good or service to be developed in the
course of and for a particular contract for research, experiment, study or original
development, but not for any subsequent purchases;

h. For the purchase of goods under exceptionally advantageous circumstances such as
bankruptcy or receivership, but not for routing purchases; and

i. For the procurement of real property.

3. When under extreme emergencies and authorities are not available to authorize work in
accordance with the Signing Threshold, a Supervisor/Manager responsible for a given
project may authorize emergency work up to a value of $31,700, if in the employee’s
opinion that failure to do so could result in a hazardous situation which could cause
personal injury or damage to the Corporation. The employee authorizing the emergency
work shall notify the appropriate signing authorities in writing within 48 hours of the
emergency, describing the nature of the emergency, the measures taken by the
employee, and the estimated total cost of work.

4. In accordance with the “Signing Threshold”, all non-competitive procurements for goods
and services with a value of $57,000 or more will be authorized by the Board of
Directors.

ADM 4.15.0 NON-COMPETITIVE PROCUREMENT — CONSULTING SERVICES
Page 13 of 16
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Consulting Services is defined as provision of expertise or strategic advice that is presented for
consideration and decision-making. Consulting Services do not include any licensed Professional
Services provided by medical doctors, dentists, nurses, pharmacists, veterinarians, engineers, land
surveyors, architects, chartered professional accountants, lawyers and notaries in their regulated
capacities.

(1) All consulting services must be acquired through a competitive procurement process.
Where the estimated value is over $158,400, it must be publicly posted via a tendering
network, such as MERX.

(2) The competitive procurement process for Consulting Services may be waived in the
following circumstances:

(a) Due to an unforeseen situation of urgency, the Consulting Services cannot be
obtained by means of a competitive procurement process;

(b) Matters of a confidential or privileged nature would have to be disclosed through a
competitive procurement process, thereby compromising the Corporation confidentiality
or the public interest or threatening economic disruption;

(c) The Corporation’s ability to maintain security or order or to protect human, animal or
plant life or health would be compromised by a competitive procurement process;

(d) No bids are received in response to a competitive procurement process;

(e) Only one supplier is able to meet the requirements of a procurement, due to
compatibility issues with existing products or the fact that the supply of certain goods
and services are controlled by a statutory monopoly; and

(f) Where a government body instructs the Corporation to contract with a specific vendor
following that government body’s selection of that vendor in accordance with its
procurement policy.

In accordance with the “Signing Threshold”, all exceptions in Section 14.15.0 (2) must be
authorized by the President where the estimated value is less than $158,400.
Exceptions with an estimated value of $158,400 or more will be authorized by the Board
of Directors.

(3) The Corporation will not pay consultants for any hospitality, food or incidental expenses.
Transportation and accommodation expenses are eligible for payment only if they are
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directly related to the consultant’s assignment at hand, and require prior authorization by
the Lakefront Utilities staff overseeing the assignment.

ADM 4.16.0 LENGTH OF CONTRACTS

(1) Except as provided in Section 4.16.0 (2), contracts must be for a fixed term not to
exceed five-years.

(2) The Corporation may enter into longer-term contracts under the following circumstances:

(a) contracts relating to:

(i) major design, build or construction initiatives where the project period is known to exceed

five-years;

(ii) services that are less than $31,700 annually and any change in vendor would not create

value for money.

(b) Consulting, Professional Services and/or services that:

(i) are specialized in nature;

(ii) are the result of a management decision to outsource functions;

(iii) would cause disruption to the Corporation’s business activities if such services were re-
procured or changed more frequently including such services as program management, legal
services, Information Technology Services, insurance services, auditing services, financial
services, urban planning services, subject to the Corporation being satisfied it is receiving value
for money; and

All exceptions in Section 4.16.0(2) must be authorized by the President.

ADM 4.17.0 EXTENSIONS / RENEWALS

If a contract permits a renewal or extension beyond the original term, the Project Manager responsible
for the contract shall assess the quality of the service provided and shall submit, if satisfied, an
extension for approval in accordance with the “Signing Threshold”.

ADM 4.18.0 CHANGE ORDERS

Change orders to established contracts must be entered into the Financial System as a
requisition by the Project Manager. The requisition must be completed in detail identifying the
reason for the change, change value, along with the appropriate backup, and must be approved
through the Financial System prior to authorizing the change; with the exception of Construction
Contracts where change orders, still within the approved contingencies may be authorized as
per the Signing Threshold. In doing so, the Corporation shall apply the following principles:
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(1) The change order process in contracts shall permit only changes still within the
general scope of the project and/or for unforeseen issues arising out of the project,
and should not be used for increases to the original scope. Any changes to the

original scope should be procured through a competitive process;

(2) Change orders shall be approved only after an assessment of the additional cost and

project schedule; and

(3) Change orders shall be approved in accordance with the “Signing Threshold”. Any change
order for a non-competitive contract that takes the total contract value over $31,700 must be

preceded by an uncontested Advance Contract Award Notice (ACAN).

ADM 4.19.0 REPORTING

On an annual basis, the Director of Finance shall submit comprehensive reports to the Holdco

Audit Committee covering:

(a) any exceptions to these policies;

(b) all contracts awarded in excess of $253,400
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This Services Contract is dated as of the day of June 2026 (the Contract Date)
between LAKEFRONT UTILITY SERVICES INC. (the Service Provider) and LAKEFRONT
UTILITES INC. (the Utility).

RECITALS:
A. The Service Provider is an Affiliate of the Utility.

B. The Service Provider is an unregulated entity and the Utility is a regulated utility bound
by the OEB Act and the Code.

C. The Service Provider and the Utility have agreed to enter into this Agreement pursuant
to which the Service Provider will provide the Services contemplated herein.

D. In addition to the Services provided by the Service Provider to the Utility, the Utility is
providing a portion of its office space to the Services Provider, as more particularly set
forth herein.

NOW THEREFORE, in consideration of the mutual agreements set forth herein and
other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, and intending to be legally bound, the Parties agree as follows:

1 DEFINITIONS AND INTERPRETATION
1.1 Definitions

In addition to the terms defined elsewhere herein, the following capitalized terms shall
have the meanings stated below when used in this Agreement:

Affiliate with respect to a corporation, has the same meaning as in the Business
Corporations Act (Ontario).

Agreement means this Services Contract as it may be amended, restated or replaced
from time to time.

Arbitration Act means the Arbitration Act, 1991, S.O. 1991, c. 17, as amended,
supplemented or replaced from time to time.

Business Day means a day, other than a Saturday or Sunday or statutory holiday in the
Province of Ontario.

Code means the Affiliate Relationships Code For Electricity Distributors and
Transmitters originally issued by the Ontario Energy Board on April 1%t, 1999, and revised on
March 15, 2010, as amended or replaced from time to time.

Confidential Information has the meaning ascribed to that term in Section 5.1 and
includes without limitation confidential information as defined in the Code.

Contract Date has the meaning ascribed to that term in the first paragraph of this
Agreement.

Disclosing Party has the meaning ascribed to that term in Section 5.1.
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Expiry Date means that date which is five (5) years following the Contract Date.
Fully-Allocated Cost has the meaning ascribed to that term in the Code.

Market Price has the meaning ascribed to that term in the Code.

Notice has the meaning ascribed to that term in Section 8.1.2.

OEB means the Ontario Energy Board, including any successors and permitted assigns.

OEB Act means the Ontario Energy Board Act, 1998, S.0. 1998, c. 15, Sch. B, as
amended, supplemented or replaced from time to time.

Party means each of the Service Provider and the Utility, and the Service Provider and
the Utility are collectively referred to as the Parties.

Prudent Industry Practice means any of the practices, methods and acts which, in the
exercise of reasonable judgement in the light of the facts known to the Service Provider, at the
time that a decision was made, could reasonably have been expected to accomplish the desired
result at a reasonable cost, consistent with applicable laws, licensing and regulatory
considerations, environmental considerations, reliability, safety and expedition. Prudent
Industry Practice is not intended to be limited to the optimum practice, method or act, to the
exclusion of all others, but rather to be a spectrum of possible practices, methods or acts
employed by owners and operators of businesses similar in size, type and operational
characteristics to the Ultility’s business, and having due regard for applicable industry, safety
and maintenance codes and standards, manufacturers’ warranties, and applicable laws and
shall, in any event, evidence the degree of care, diligence and skill that a reasonable or prudent
advisor or manager having responsibility for the management of a similar business would
exercise in comparable circumstances.

Receiving Party has the meaning ascribed to that term in Section 5.1.
Senior Conference has the meaning ascribed to that term in Section 7.1.

Services means all of the services described and/or contemplated pursuant to Section
2.2 and as more particularly described in Schedule A.

Shared Corporate Services has the meaning ascribed to that term in the Code.

Term means that period of time commencing on the Contract Date and ending on the
Expiry Date, subject to an earlier termination in accordance with the provisions hereof.

Transfer Price or Transfer Prices shall have the meaning ascribed to that term in
Section 3.1.

Utility’s Directors has the meaning ascribed to that term in Section 2.2.
Utility’s Management has the meaning ascribed to that term in Section 2.2.
1.2 Schedules

The following Schedules are attached to and form part of this Agreement:



Schedule A - Services
1.3 Code

1.3.1 The Parties acknowledge that this Agreement is subject to any rule or order applicable to
the Utility made by OEB pursuant to the OEB Act, including without limitation, the Code.
In the event of any conflict or inconsistency with the Code and the terms of this
Agreement, the Code shall govern to the extent of such conflict or inconsistency.

1.3.2 The Service Provider agrees to do such things as a reasonably necessary to assist the
Utility in complying with these rules, including without limitation, promptly complying with
all requests either made or authorized by the OEB for information with respect to the
Services and the cost of providing the Services.

1.3.3 Unless otherwise expressly stipulated, any reference in this Agreement to the Code or to
a statute or to a regulation or rule promulgated under a statute or to any provision of a
statute, regulation or rule shall be a reference to the Code, statute, regulation, rule or
provision as amended, re-enacted or replaced from time to time.

14 Headings

The inclusion of headings in this Agreement are for convenience of reference only and
shall not affect the construction or interpretation of this Agreement.

1.5 Gender and Number

In this Agreement, unless the context otherwise requires, words importing the singular
include the plural and vice versa and words importing gender include all genders.

1.6 Currency

All amounts in this Agreement are stated, and shall be paid, in Canadian dollars and
cents.

1.7 Severability

The invalidity or any particular provision of this Agreement does not affect any other
provision of it, but the Agreement is to be construed as if the invalid provision has been omitted.

1.8 Entire Agreement

This Agreement constitutes the entire agreement between the Parties pertaining to the
subject matter of this Agreement. There are no warranties, conditions, or representations
(including any that may be implied by statute) and there are no agreements in connection with
the subject matter of this Agreement except as specifically set forth or referred to in this
Agreement. No reliance is placed on any warranty, representation, opinion, advice or assertion
of fact made by a Party to this Agreement, or its directors, officers, employees or agents, to the
other Party to this Agreement or its directors, officers, employees or agents, except to the extent
that the same has been reduced to writing and included as a term of this Agreement.



1.9 Time

Where the time for performance of an obligation under this Agreement expires on a day
which is not a Business Day, the deadline for performance of such obligation shall be the next
day that is a Business Day.

2 SERVICE PROVIDER AND SERVICES
2.1 Appointment of the Service Provider

The Utility hereby appoints the Service Provider, and the Service Provider hereby
accepts its responsibility for all aspects of the operation, maintenance, and management of the
Utility’s business in accordance with Prudent Industry Practice, and the terms of this Agreement
throughout the Term, including, without limitation, providing all necessary staff to operate the
Utility’s business.

2.2 Services

The Service Provider shall have authority during the Term to manage, control,
administer and operate the Utility’s business in accordance with Prudent Industry Practice,
subject to the overall responsibility for management of the Utility by its senior officers (the
Utility’s Management) and the Utility’s Board of Directors (the Utility’s Directors). Without
limiting the generality of the foregoing, the Parties acknowledge and confirm that the Services
contemplated in this Agreement include shared corporate services.

2.3 Covenants of the Service Provider

The Service Provider covenants and agrees that in the performance of its services under
this Agreement, the Service Provider shall:

2.3.1 perform all services at all times in accordance with Prudent Industry Practice and in
compliance with applicable laws and consistent with the principles of the Code;

2.3.2 comply with all instructions of Utility’s Management and the Utility’s Directors in relation
to the performance of its services under this Agreement. The Directors will have the
responsibility to provide governance for the Utility and will include but not be limited to
the approval of policy, approval of budgets and approval of business plans;

2.3.3 observe and perform or cause to be observed and performed on behalf of the Utility in
every material respect, the provisions of: (a) the agreements from time to time entered
into connection with the business and operations of the Utility; and (b) all applicable
laws, including the Code.

24 No Liability of Service Provider

Notwithstanding any provision of this Agreement, neither Party shall in any
circumstances whatsoever be liable hereunder to the other Party for incidental or consequential
or punitive damages including, without limitation, loss of profit, sustained or claimed by the other
Party. The Service Provider shall have no liability as a result of this Agreement to make or
arrange for payments on account of operating expenses of the Utility or any other expenses
relating to this Agreement out of its own funds. The Utility accepts that any actions, legal or
otherwise resulting from the performance of services by the Service Provider pursuant to this
Agreement, shall be the liability of the Utility.



3.2

3.3

3.4

3.5

4.1

4.2

4.3

TRANSFER PRICING

The charges for the Services shall be the lower of: (a) the market price; and (b) the fully-
allocated cost of the Service Provider (each a Transfer Price and collectively, the
Transfer Prices). The Transfer Prices do not include GST or any other taxes payable in
respect of the Transfer Price, which the Utility shall also pay to the Service Provider.

In addition to the Services, the Transfer Price shall also be applicable to the use of the
Utility’s office space by the Service Provider, as set forth in Recital D.

The Parties hereby agree and acknowledge that they shall renegotiate the Services and
Transfer Prices at such time as necessary in order to ensure that the Services and
Transfer Prices remain consistent with the requirements of the Code and/or as may be
directed by the OEB.

The Service Provider shall deliver to the Utility on a monthly basis or as may be otherwise
agreed upon by the Parties, an invoice setting forth the total amount due to the Service
Provider in respect of each of the Services provided during the previous calendar month
and the amount of any taxes which the Utility has an obligation to pay.

The Utility shall, within a period of thirty (30) days after receipt of an invoice from the
Service Provider, pay the Service Provider, by any acceptable method agreed to by the
Parties, the amount due to the Service Provider as set forth in the invoice. This Section
3.5 shall survive any termination of this Agreement or the expiry of the Term for a period
of twelve (12) months from the date on which the last invoice is rendered to the Utility
pursuant to this Agreement.

FINANCIAL STATEMENTS, BUDGETS AND RECORDS

The Service Provider shall keep proper books, records and accounts in which full, true
and correct entries in conformity with generally accepted accounting principles and all
requirements of applicable laws will be made of all dealings and transactions in relation to
the business of the Utility and the performance of the Services by the Service Provider
under this Agreement.

At the request of the Utility, the Service Provider shall provide from time to time, as
required to keep the information current, a detailed breakdown of the Service Provider’s
fully-allocated cost of providing the Services. In addition, without limiting the generality of
the foregoing, the Service Provider shall maintain explicit, audit-ready time sheets or
specific proportional allocation factors to verify how costs are allocated to the Utility.

The Service Provider shall make available to the Utility and its authorized representative
at any time during normal business hours on a Business Day all records, documents or
information related to the business and operations of the Utility, wherever maintained. The
Service Provider shall permit the Utility and its authorized representatives at any time
during normal business hours on a Business Day to examine the books, records,
drawings, computer-stored data, correspondence, accounting procedures and practices,
cost analyses and any other supporting financial data, including invoices, payments or
claims and receipts pertaining to the Utility’s business and operations maintained by he
Service Provider. The Utility’s examination of records shall be conduced in a manner
which will not unduly interfere with the conduct of the Utility’s business or the Service
Provider’s business in the ordinary course. The Service Provider shall furnish to the Utility



4.4

5.1

5.1.1

5.1.2

5.2

5.2.1

5.2.2
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such financial and operating data and other information with respect to the business and
operations of the Utility as the Utility shall from time-to-time reasonably request.

Wherever in this Agreement reference is made to generally accepted accounting
principles, such reference shall be deemed to be to the generally accepted accounting
principles from time to time approved by the Canadian Institute of Chartered Accountants,
or any successor institute, applicable as at the date on which such calculation is made or
required to be made in accordance with generally accepted accounting principles. Where
the charter or amount of any asset or liability or item of revenue or expense is required to
be determined, or any consolidation or other accounting computation is required to be
made for the purpose of this Agreement or any document, such determination or
calculation shall, to the extent applicable and except as otherwise specified herein or as
otherwise agreed in writing by the parties, be made in accordance with generally accepted
accounting principles applied on a consistent basis.

CONFIDENTIALITY

Each of the Parties hereto agrees to keep all information provided by the other Party (the
Disclosing Party) to it (the Receiving Party) that the Disclosing Party designates as
confidential or which out to be considered as confidential from its nature or from the
circumstances surrounding its disclosure (Confidential Information) confidential, and a
Receiving Party shall not, without the prior consent of an authorized senior officer of the
Disclosing Party, disclose any part of such Confidential Information which is not available
in the public domain from public or published information or sources except:

to those of its employees who require access to the Confidential Information in
connection with the performance of the Services hereunder;

as in the Receiving Party’s judgement may be appropriate to be disclosed in connection
with the provision by the Receiving Party of Services hereunder;

as the Receiving Party may be required to disclose in connection with the preparation by
the Receiving Party or any of its direct or indirect holding companies, Affiliates or
subsidiaries of reporting documents including, but not limited to, annual financial
statements, annual reports and any filings or disclosure required by statute, regulation or
order of a regulatory authority; and

to such legal and accounting advisors, valuators and other experts as in the Receiving
Party’s judgement may be appropriate or necessary in order to permit the Receiving
Party to rely on the services of such persons in carrying out the Receiving Party’s duties
under this Agreement.

The covenants and agreements of the Parties relating to Confidential Information shall not
apply to any information:

which is lawfully in the Receiving Party’s possession or the possession of its
professional advisors or its personnel, as the case may be, at the time of disclosure and
which was not acquired directly or indirectly from the Disclosing Party;

which is at the time of disclosure in, or after disclosure falls into, the public domain
through no fault of the Receiving Party or its personnel;
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which, subsequent to disclosure by the Disclosing Party, is received by the Receiving
Party from a third party who, insofar as is known to the Receiving Party, is lawfully in
possession of such information and not in breach of any contractual, legal or fiduciary
obligation to the Disclosing Party and who has not required the Receiving Party to refrain
from disclosing such information to others; or

disclosure of which the Receiving Party reasonably deems necessary to comply any
legal or regulatory obligation which the Receiving Party believes in good faith it has.

Each Party shall be entitled to periodically conduct reviews of the procedures implemented
by the other Party in relation to the obligations described in this Section 5.

Upon the termination of this Agreement and written request by a Party, the other Party
shall immediately return all Confidential Information and Personal Information provided by
such Party, and all copies thereof in its possession or control (other than such Confidential
Information or Personal Information which continues to be used or relevant to the provision
of the Services), or destroy such information and copies and certify in writing to such Party
that such destruction has been carried out; provided that, to the extent Confidential
Information is electronically stored, the other Party shall destroy such electronically stored
Confidential Information only to the extent that it is reasonably practical to do so and that
doing so is consistent with appliable law. The confidentiality of any copies retained by any
Party pursuant to this paragraph shall be maintained in accordance with the terms of this
Agreement and access to any such copies shall be restricted to persons whose primary
functions are legal, compliance or information technology services.

TERM AND TERMINATION
This Agreement shall be effective from the Contract Date to and until the end of the Term.

Notwithstanding Section 6.1, either Party, upon no less than sixty (60) days Notice to the
other Party shall have the right to terminate this Agreement in advance of the Expiry Date;
provided that in the event of default in performance of any material covenant in this
Agreement, the non-defaulting Party shall be entitled to terminate this Agreement on no
less than fourteen (14) days Notice to the defaulting Party. Any partial termination of this
Agreement shall be evidenced by a written agreement as between the Parties specifying
the specific Service to be terminated consistent with the Code.

DISPUTE RESOLUTION
Informal Dispute Resolution

If either Party considers that a dispute has arisen under or in connection with this
Agreement that the Parties cannot resolve, then such Party may deliver a notice to the
other Party describing the nature and the particulars of such dispute. Within ten (10)
Business Days following delivery of such notice to the other Party, a senior executive or
director from each Party shall meet, either in person or by telephone (the Senior
Conference), to attempt to resolve the dispute. The Parties shall use commercially
reasonable efforts to cause their respective representatives attending a Senior
Conference to be informed with all relevant background information in respect of the
dispute and to be prepared to propose a resolution to the dispute. If, following the Senior
Conference, the dispute is not resolved, the dispute may be settled by arbitration
pursuant to Section 7.2, if agreed to by both Parties.



7.2

7.21

7.2.2

7.2.3

8.1

8.1.1

Arbitration

Except as otherwise specifically provided for in this Agreement, any matter in issue
between the Parties as to their rights under this Agreement may be decided by
arbitration provided, however, that the Parties have first completed a Senior Conference
pursuant to Section 7.1.

Any dispute to be decided by arbitration will be decided by a single arbitrator appointed
by the Parties or, if such Parties fail to appoint an arbitrator within fifteen (15) days
following the agreement to refer the dispute to arbitration, upon the application of either
of the Parties, the arbitrator shall be appointed by a Judge of the Superior Court of
Justice (Ontario) sitting in the Judicial District of the Central East Region. The arbitrator
shall not have any current or past business or financial relationships with any Party
(except prior arbitration). The arbitrator shall provide each of the Parties an opportunity
to be heard and shall conduct the arbitration hearing in accordance with the provisions of
the Arbitration Act.

Unless otherwise agreed by the Parties, the arbitrator shall render a decision within
ninety (90) days after the end of the arbitration hearing and shall notify the Parties in
writing of such decision and the reasons therefor. The arbitrator shall be authorized only
to interpret and apply the provisions of this Agreement and shall have no power to
modify or change this Agreement in any manner. The decision of the arbitrator shall be
conclusive, final and binding upon the Parties. The decision of the arbitrator may be
appealed solely on the grounds that the conduct of the arbitrator, or the decision itself,
violated the provisions of the Arbitration Act, or solely on a question of law as provided
for in the Arbitration Act. The Arbitration Act shall govern the procedures to apply in the
enforcement of any award made. If it is necessary to enforce such award, all costs of
enforcement shall be payable and paid by the Party against whom such award is
enforced. Unless otherwise provided in the arbitral award to the contrary, each Party
shall bear (and be solely responsible for) its own costs incurred during the arbitration
process, and each Party shall bear (and be solely responsible for) its equal share of the
costs of the arbitrator. Each Party shall be otherwise responsible for its own costs
incurred during the arbitration process.

GENERAL MATTERS
Notice

Unless otherwise specified, each notice to a Party shall be given in writing and delivered
personally or by courier, sent by prepaid registered mail or e-mail or other electronic
transmission contemplated by the Parties to the Party as follows:

If to the Utility:

207 Division Street, P.O. Box 577
Cobourg, Ontario
K9A 4L3

Attention: Frederick Clifford
E-Mail: fredclifford@outlook.com
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If to the Service Provider:

207 Division Street, P.O. Box 577
Cobourg, Ontario
K9A 4L3

Attention: Dereck C. Paul
E-Mail: dpaul@lusi.on.ca

or to any other address, e-mail or Person that the Party designates.

8.1.2 All notices, requests, demands and other communications provided for in the Agreement
(each a Notice):

8.1.2.1 delivered personally or by courier on a Business Day will be deemed to have
been given on that Business Day;

8.1.2.2 sent by prepaid registered mail will be deemed to have been given on the fifth
Business Day after the date of mailing;

8.1.2.3  transmitted by e-mail will be deemed to have been given when sent, provided
that such e-mail is kept on file by the sending Party and the sending Party
does not receive an automatically generated message from the recipient’s e-
mail server that such e-mail could not be delivered to such recipient. A copy
of the e-mail transmission containing the time, date and receipt e-mail
address shall be rebuttable evidence of receipt by e-mail.

8.1.3 Any Notice delivered, sent, or transmitted not on a Business Day will be deemed to be
given on the next Business Day.

8.1.4 If a Notice has been sent by prepaid registered mail and before the fifth (5") Business
Day after the mailing there is a discontinuance or interruption of regular postal service so
that the Notice cannot reasonably be expected to be delivered within five (5) Business
Days after the mailing, the Notice will be deemed to have been given when it is actually
received.

8.2 Assignment and Enurement

No Party may assign its rights or obligations under this Agreement without the prior
written consent of the other Party, which consent may be unreasonably withheld or delayed.
This Agreement enures to the benefit of and binds the Parties and their respective successors
and permitted assigns.

8.3 Governing Law

This Agreement shall be governed by and construed in accordance with the laws of the
Province of Ontario and the federal laws of Canada applicable therein.

8.4 Further Assurances
Each of the Parties shall, from time to time on written request of the other Party, do all

such further acts and execute and deliver or cause to be done, executed or delivered all such
further acts, deeds, documents, assurances and things as may be required, acting reasonably,
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in order to fully perform and to more effectively implement and carry out the terms of this
Agreement. The Parties agree to promptly execute and deliver any documentation required by
any governmental authority in connection with any termination of this Agreement.

8.5 Counterparts

This Agreement may be executed in two or more counterparts, and all such counterparts
shall together constitute one and the same Agreement. It shall not be necessary in making proof
of the contents of this Agreement to produce or account for more than one such counterpart.
This Agreement may be executed by printing, signing and scanning, or by electronic signature
in a format approved by the Parties. Delivery by electronic mail or similar electronic transmission
of an executed signature page to this Agreement shall be as effective as delivery of a manually
executed copy of this Agreement by such Party.

[Remainder of Page Intentionally Blank]
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IN WITNESS WHEREOF, and intending to be legally bound, the Parties have executed
this Agreement by the undersigned duly authorized representatives as of the date first stated
above.

LAKEFRONT UTILITY SERVICES INC. LAKEFRONT UTILITIES INC.
By: By:

Name: Dereck C. Paul Name: Frederick Clifford

Title: Chief Executive Officer Title: Chair, Board Director

| have authority to bind the corporation. I have authority to bind corporation.
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Schedule A - Services

The Service Provider shall be vested with the following powers which it shall exercise on behalf
of the Utility: (a) to report to Utility’s Management and the Utility’s Directors with respect to the
business and affairs of the Utility and as may be requested from time to time by the Utility’s
Management and the Utility’s Directors; (b) to provide all administrative services for the Client
including accounting and bookkeeping services; and (c) to negotiate, execute, amend,
administer, perform and carry out the terms of all agreements and commitments, the
performance of which by or on behalf of the Utility in respect of the Utility’s business and
operations.

Without limiting the generality of the foregoing, the Service Provider shall provide or arrange for
all of the operations and maintenance services necessary to prudently and efficiently operate
and maintain the Utility’s business and operations, including but not limited to: (a) co-ordinate
the purchase and sale of electricity under applicable contracts and pay on behalf of the Utility
and collect all amounts payable and receivable thereunder; (b) operate and maintain the
business and affairs of the Utility in accordance with Prudent Industry Practice, applicable laws
and all Utility’s agreements, to provide maintenance for the Utility’s facilities in the most cost-
effective manner to prevent deterioration beyond normal wear and tear; provided that such
efforts shall be necessarily limited by the operating life, capacity and maintenance requirements
of the Utility’s facilities and by the requirements of all applicable laws; (c) use all reasonable
care necessary to keep the Utility’s facilities clean, orderly and free from debris, rubbish or
waste to the extent consistent with the Utility’s operations; (d) use all reasonable care not to
generate, store, transport, accumulate, dispose, discharge or release any hazardous substance
on, in or from any property in connection with the Utility’s facilities, except in compliance with all
applicable environmental laws and regulations; (e) assist Utility in obtaining and maintaining all
necessary regulatory and operational approvals including those required from the Ontario
Energy Board and the Independent Electricity System Operator and renewals therefore
including preparing and submitting all associated applications and filings; (f) use its reasonable
efforts to secure and maintain from vendors, suppliers and subcontractors the best indemnities,
warranties and guarantees as may be commercially available in accordance with Prudent
Industry Practice regarding supplies, equipment and services purchased for the business and
operations of the Utility and assist the Utility in preserving and enforcing such indemnities,
warranties or guarantees; (g) provide administrative services for the Business including: (i)
arrange insurance for the Utility consistent with Prudent Industry Practice; (ii) maintain and
preserve equipment maintenance, accounting, management of billing and receivables, banking
and other necessary records, reports, documents, data and the like; (iii) perform cash
management services; (iv) on a timely basis, prepare financial statements and deliver them to
the Ultility’s Directors; (v) assist in the administration of all agreements to which the Utility is a
party or by which it is bound, including negotiations and communications with third parties in
connection therewith; and (vi) make all banking and financing agreements; (h) employ, and
ensure adequate training and testing of all qualified personnel (duly licensed where required)
required for the operation and maintenance of the Utility’s facilities consistent with Prudent
Industry Practice; (i) implement an inventory control system to identify, catalogue and disburse
spare parts for the maintenance of the Utility’s facilities and procure, as agent for the Utility,
initial and replacement spare parts and refurbish, where practical or economical, spare parts to
allow their reuse; (j) perform for the Utility such other services as may from time to time be
reasonably requested or are reasonably necessary or appropriate in connection with the
operation and maintenance of the Utility’s facilities; and (k) promptly provide the Utility with such
other information relative to the business and operations as the Utility may reasonably request.
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Cost Allocation Review — Preliminary
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Notice to Reader

This letter has been prepared by KPMG LLP (‘KPMG”) for Lakefront Utility Services Inc. (“Client”) pursuant to the terms of our
engagement agreement with Client dated 2026-05-21 (the “Engagement Agreement”). KPMG neither warrants nor represents that
the information contained in this letter is accurate, complete, sufficient or appropriate for use by any person or entity other than
Client or for any purpose other than set out in the Engagement Agreement. This letter may not be relied upon by any person or
entity other than Client, and KPMG hereby expressly disclaims any and all responsibility or liability to any person or entity other
than Client in connection with their use of this letter.

This letter is based on information and documentation that was made available to KPMG at the date of this letter. KPMG has not
audited nor otherwise attempted to independently verify the information provided unless otherwise indicated. Should additional
information be provided to KPMG after the issuance of this letter, KPMG reserves the right (but will be under no obligation) to
review this information and adjust its comments accordingly.

Pursuant to the terms of our engagement, it is understood and agreed that all decisions in connection with the implementation of
advice and recommendations as provided by KPMG during the course of this engagement shall be the responsibility of, and made
by, the Client. KPMG has not and will not perform management functions or make management decisions for the Client.

Comments in this letter are not intended, nor should they be interpreted, to be legal advice or opinion.

This disclaimer outlines the limitations of KPMG's responsibilities and the intended use of the letter, emphasizing that it is solely for
the client, Lakefront Utility Services Inc.
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1 Introduction

KPMG LLP ("KPMG") has been engaged by Lakefront Utilities Services Inc. ("LUSI") to review
the shared services arrangements between Lakefront Utilities Inc. (“LUI”) and LUSI and to
evaluate the methodology used to allocate costs between the affiliated entities.

The review is being conducted to assess the shared services arrangements and related cost
allocation methodologies against the Ontario Energy Board's ("OEB") regulatory
requirements, including the Affiliate Relationships Code for Electricity Distributors and
Transmitters ("ARC").

The objective of this letter is to:
*  Summarize KPMG’s preliminary observations regarding LUSI’s and LUI’s shared services

arrangements; and
* OQOutline apreliminary recommended cost allocation framework for considerationin LUI’s
OEB submission.

This letter reflects preliminary findings only and is subject to further validation and
refinement as KPMG’s work progresses.

2 Analysis Approach and Current Status

2.1 Approach

KPMG's review is being conducted in multiple phases, including:
Phase 1 - Discovery and Information Gathering

Activities include:
* Review of organizational structure and affiliate relationships;

* Review of existing service arrangements;
* Interviews with management and key functional leaders; and
* Collection of financial and operational information.

Phase 2 - Functional Review of Services

Activities include:
* Identification of services provided by LUSI to LUI;

* Assessment of service recipients; and
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Evaluation of whether services constitute operations and maintenance services, shared
corporate services, or other service categories.

Phase 3 - Evaluation of Cost Allocation Methodology

Activities include:

Review of cost pools and cost bases;

Assessment of allocation drivers;

Evaluation of assumptions supporting allocations; and
Assessment of compliance with applicable OEB requirements.

Phase 4 - Market Benchmark Assessment

Activities include:

Evaluation of whether comparable market transactions exist for the operations and
maintenance services; and

Assessment of whether market-based pricing benchmarks are available for the
operations and maintenance services provided by LUSI.

KPMG notes that ARC Section 2.3.5.1 allows for fully-allocated cost-based pricing for
shared corporate services. Therefore, no market benchmarking assessment is required for
these services.

2.2 Current Status

KPMG has completed initial discovery activities and a preliminary review of LUSI's cost
allocation methodology.

However, the following procedures remain outstanding:

Completion of a detailed functional review of LUSI's shared services, which may affect
the services that are considered overhead or shared corporate services for service-
costing purposes;

Detailed validation of LUSI's cost allocation methodology, including determination of the
cost base, allocation drivers, and assumptions; and

Detailed evaluation of whether market-based benchmarks exist for the operations and
maintenance services provided by LUSI to LUI.

Accordingly, the recommendations contained in this letter should be considered
preliminary.
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3 Summary of Shared Services Arrangements Between LUSI and LUI

LUSI provides a variety of services that support LUI's electricity distribution operations.
These services generally fall into two categories:
(i) Operations and Maintenance Services

LUSI employs operational personnel who provide services supporting LUl's electricity
distribution activities, including:

* Engineering services;

» Electrical operations services;

* Maintenance activities;

* Operational planning and support; and

* Vendor management and procurement related to operations.

Costs associated with these activities are generally charged directly to LUl and recorded on
LUI's financial statements.

(ii) Shared Corporate Services

LUSI also provides shared corporate services that support LUIl's operations and
governance.

Consistent with the terminology used in the ARC, shared corporate services include
business functions that provide shared strategic management and policy support to the
corporate group, including legal, regulatory, procurement, information technology (“IT”),
finance, human resources, corporate administration, risk management, and related
services.

Based on preliminary review, LUSI provides the following shared corporate services to LUI:
* Billing and customer service;

* Regulatory and financial reporting support;

* Finance, accounting, and treasury;

* Management and corporate oversight; and

* Human resources and administrative support.

These services support LUI’'s operations but are not fully recorded on LUI’s financial
statements, as certain costs are incurred centrally by LUSI.

4 LUSI's Other Shared Service Arrangements
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In addition to services provided to LUI, LUSI provides operations, maintenance and shared
corporate services to:
* Town of Cobourg Water Operations ("WaterWorks");

* Town of Cobourg Holdings Inc. ("HoldCo"); and
* Various third-party municipalities, townships, and joint ventures.

These arrangements are relevant because they affect the determination of appropriate cost
allocation methodologies for shared corporate resources, personnel, technologies, and
administrative functions provided by LUSI to multiple recipients.

5 Preliminary Recommended Cost Allocation Methodology

Based on the procedures completed to date, KPMG's preliminary recommendation is that
LUSI recover the fully allocated costs of providing services to LUI, subject to the completion
of the remaining phases of our review.

This recommendation is preliminary and reflects the current understanding that:
* Operations and maintenance services are provided through LUSI personnel supporting

LUI's regulated operations; and
* Shared corporate services meet the definition of shared corporate services under the
ARC, and therefore may be charged based on fully-allocated cost-based pricing.

Step 1 - Identify Relevant Service Departments
The first step is to identify the LUSI departments that provide services to LUI.
These departments include:

Engineering and Electrical Operations

The Engineering and Operations team supports LUI's electricity distribution business. The
departmentis responsible for maintaining and operating electrical infrastructure, including
substations, meters, communication towers, SCADA systems, and distribution assets.

Key activities include:
* Managing electrical operations, maintenance, safety, and regulatory compliance;

* Preparing and maintaining documentation required for regulators and system operators;
* Managing operating and capital budgets;

* Coordinating engineering design and construction projects;

* Managing outage response and system reliability initiatives;

* Supporting metering infrastructure and data collection activities;
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* Supporting insurance claims and damage assessments; and
* Coordinating and overseeing third-party engineering, construction, vegetation
management, asset inspection, cybersecurity, and environmental remediation services.

Office and General Functions

The Office and General functions provide centralized support services across LUI, LUSI,
WaterWorks, Holdco, and township service contracts.

Billing and Customer Service

The Billing and Customer Service team performs the following activities:
* Managing utility billing activities for electricity, water, and stormwater operations;

* Supporting customer account administration, customer inquiries, service requests, and
collections activities;

* Managing customer account setup, account closures, and billing-related inquiries; and

* Supporting township contract billing and customer service requirements.

Regulatory Services

The Regulatory Services function includes the following activities:
* Delivering regulatory and financial accounting support, including regulatory

compliance, cost of service activities, and financial reporting;

* Supporting regulatory reporting requirements and compliance activities;

* Supporting Independent Electricity System Operator (“IESO”) settlement and
reconciliation; and

* Coordinating with external consultants and legal counsel on regulatory matters.

Finance and Accounting

The Finance and Accounting team performs the following activities:
* Supporting monthly and annual financial reporting processes;

* Managing budgeting, treasury, banking, and cash management activities;

* Supporting accounts payable, accounts receivable, payroll review, and cost allocation
activities; and

* Supporting insurance administration, audit activities, and tax-related matters.

Data Analytics

The Data Analytics function includes the following activities:
* Supporting regulatory reporting activities;
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IT

Providing billing and customer service reporting support;
Supporting settlement, meter data analysis, and operational reporting activities; and
Assisting with financial and operational analysis as required.

The IT function is entirely outsourced to external service providers. The external service
providers are selected based on an external bidding process (through a Request for
Proposal). This includes the following activities:

IT leadership;

IT systems and billing software licensing;
Helpdesk;

Hardware purchasing;

Server maintenance; and

Cybersecuirity.

Management and Corporate Services

The Management and Corporate Services functions includes the following activities:

Providing overall strategic direction and operational oversight;

Supporting LUI governance activities, including corporate secretarial services for LUI’s
Board of Directors;

Supporting enterprise risk management activities, including development and
maintenance of the organization's risk register;

Managing financial operations, including budgeting, forecasting, monthly financial
reporting, and reconciliations;

Overseeing treasury functions, including loans, investments, term deposits, and bank
governance;

Managing insurance programs, including liability, property, and claims-related matters;
Supporting audit processes, including interim and year-end audits;

Managing contractual arrangements, including agreement renewals and statements of
work;

Supporting IT and system-related initiatives, including billing system improvements and
assessment of future finance system requirements; and

Leading internal team management, mentorship, and staff development activities.

Human Resources

The Human Resources function performs the following activities:
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Providing human resources services, including recruitment, staffing, and payroll
support;

Health and safety activities;

Supporting employee relations and workforce administration activities; and
Coordinating external recruitment activities, particularly for management-level
positions.

Step 2 - Determine the Full Cost Base for Each Department

The full cost of providing services should include:

Direct Costs

Salaries and wages;
Employee benefits; and
Payroll burden.

Indirect Costs

Office occupancy costs;
Building maintenance costs;
Office supplies;

Shared administrative expenses;
IT costs; and

Other overhead costs.

Third-Party Costs (Passthrough Costs)

Professional service fees;
Vendor costs;

Purchased services; and
Materials and supplies.

Step 3 - Directly Charge Costs Incurred for the Benefit of LUI

Costs incurred specifically for the benefit of LUl should be charged directly to LUI.

These costs include:

Fully burdened salaries of engineering and electrical operations personnel supporting
LUI (e.g. the salaries and costs for linemen and/or electrical engineers);

Third-party vendor costs incurred specifically for LUl operations (e.g. engineering
consultants, outage management service providers, contractors for field work (infrared
testing, pole inspections, vegetation management, etc.); and
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* Otherdirectly attributable operational expenditures.

The salaries of engineering and electrical operations personnel are benchmarked against
market rates using a compensation study prepared by a third party.

Step 4 - Allocate Shared Corporate Service Costs

Shared corporate service costs should be allocated to LUl using allocation drivers such as
time spent by staff (through timesheets) that reasonably reflect the benefit received by LUI.
LUSI staff record their time spent in ADP timesheets.

These costs include:
» Shared personnel costs (e.g. costs of customer service representatives who conduct

billing and collections activities for both LUI, WaterWorks, and third-party townships);

* Shared technologies and systems (e.g. IT systems and billing software used for
conducting administrative functions that support LUl and other service recipients);

* Shared IT leadership and services (e.g. helpdesk, software licensing, hardware
purchasing, server maintenance, etc.);

* Shared administrative resources (e.g. office supplies used for overhead functions that
support all service recipients);

* Shared management functions (e.g. Board reporting and shareholder activities that may
directly support LUl such as Cost of Service reporting); and

» Shared external service providers (e.g. IT, legal and other professional service providers
who support the corporate function of LUSI that benefits LUl and other service
recipients).

LUSI's cost allocation methodology should identify the applicable cost pools, allocation
drivers, and supporting assumptions used to allocate these costs among service
recipients.

The total cost incurred by LUl in 2025 for services rendered by LUSI was $3.6 million. Of this
amount, $3.4 million was directly allocated to LUI, while $0.2 million represented indirect
allocations.

6 Assumptions and Limitations

This letter reflects KPMG's preliminary observations and recommendations based on
information available as of the date of this letter.

Accordingly, the observations and recommendations contained in this letter may change
as additional procedures are completed.
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