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Thornbury

stayner

Creemore

Residential

9,950

1,300

1,760

590

13,600

<SO kW

1,200

210

210

90

1,710
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90

15

10

5

120

Total Customers

11,240

1,525

1,980
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FINANCIAL FORECAST (In million $)

2009

2010

Actulll

Actuol

2011
Budget

Foree mt

Total Water Service Revenu e

$6.069

$6.481

$6.635

$6.639

Total Operating Expenditures

4.282

4.518

4.601

4.772

Net Income before Interest and Amortization

1.787

1.963

2.034

1.867

Interest Expense

.353

.321

.325

.325

Amortization of Capital Assets

1.986

1.956

2.135

1.645

Total Financial Expense

2.339

2.277

2.460

1.920

Net Income**

(.553)

(.314)

(.425)

(.102)

Earned Surplus - beginning of year

27. 193

26.640

26.326

25.901

26.640

26.326

25.901

25.799

k3 part of our presentation to Council we would like to highlight some key financial information contained in the document.
Page 31 is the start of the CPU section . A Summary Table for the period 2009-13 provides historical , current, budget and
forecast Net income results as well as Net Capital Expenditure information that can easily be used for doing comparative
analysis . Looking at 2010 we see that Water Service Rev is approximately 7% higher than 2009 . Water Sales to all of our
customers was only about 3% of this increase . The recording of DC spending as revenue was the other major contributor
to the overall increase . Operating Expense increased by about 5% and major contributors were the impact of HST and
increased electricity costs. This isn 't as ironic as it appears because electricity pricing is set by the Province.
k3 we look then at Net Income it indicates a Net Loss of $314,000 . Council will be aware of the 2009 Public Sector
Accounting Board changes that municipalities were required to institute . In the CPU case the major impact of conforming
to the changes was what amounted to $1 M of increased Amortization /Depreciation expense . As noted earlier another
major change is that DC spending or other direct contributions to construction are recorded into revenue in the year they
are received. As indicated in the table some years may have a loss while others will show a net gain msotly based on
spending of DCs. Looking at the 2013 forecast result this is due to a planned investment in further reservoir capacity.
The CPU Board and senior management have determined that the PSAB variance to our former GAAP recording
methods produces a need to do further analysis to verify that our long-term plan , highlighted in the recently adopted Town
of Cwood Water and Wastewater Full Cost Recovery Study Plan , will be achieved . We are just completing the next step in
our Financial analysis process and will have it ready to provide to the municipality in the next few weeks. The CPU Board
will be reviewing the 'draft' Financial Plan at their upcoming June 10th meeting .
We continue to be very confident that the 2011 Budget that has been set by the Board will fulfill the expectations of our
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overall Financial Plan. An important gauge that we use in measuring our success in this endeavor is as always the level of
debt results and expectations.
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This next slide is a chart found on Page 34 of the document. The CPU goal has always been to maintain or reduce our
Net Debt Level. As you will see the net impact in 2010 was a decrease as is the expectation for this year. Although the
current forecast indicates the debt level could grow slightly we are continuing to examine the situation closely to find ways
to get this to at least be no change for 2012 and 2013 . We know it is important to have our Financial Plan document
completed and in hand before we finalize what should happen in 2012 and 2013.
In closing then this is the specific information we wanted to provide to you during this part of the presentation. We realize
that Council has been provided with very detailed financial information all of which we couldn 't go completely into detail
with here . I hope that my very brief summary has provided some clarity for you . I could now entertain any questions that
Council may have about the CPU at this time though before moving on to COLLUS Power.

TOC0529995

2009

2010

Actual

Actual

Budget

Fore cast

$5 .569

$5 .994

$6.061

$6.203

Total Operating Expenditures

3.869

4.281

4.092

4.278

Net Income before Interest and Amortization

1.700

1.713

1.969

1.921

Interest Expense

.179

.251

.274

.274

Amortization of Capital Assets

1.004

.967

1.130

1.180

Total Financial Expense

1.183

1.218

1.404

1.454

Net Income before taxes

.517

.495

.565

.471

.68

.0.96

.135

.092

Financial Forecast (in million$)

Total Operating Revenue

Income & Capital Tax Expense

.449

.399

.430

.379

Earned Surplus- beginning of year

1.867

2.316

2.715

3.145

Earned Surplus - end of period

2.316

2.715

3.145

3.524

Net Income

We'll begin with a look at the same table of financial data that was used in the CPU case on Page 35. You 'll notice right off
a similarity to the CPU in that total gross revenue is approximately the same. We do require about the same amount
(around $6M) to provide the services that our customers require from us . Of course the similarities end when you consider
that the CPU is both producing and distributing its product whilst COLLUS Power is only the municipal distributor of
electricity for our service territory. There is another $27M of charges for the production and transmission of electricity to
get it to our borders for distribution and as mentioned before those charges are under Provincial control.
Another dissimilarity about our two companies is that the Ontario Energy Board rather than Council approves the
distribution rates that can be charged . When we make our annual rate application to the OEB it is based on a calculation
that includes an allowable rate of return on equity and debt. Formerly before the introduction of the Electricity Act in 1998
Ontario Hydro only monitored rates that were established by the then elected municipal Commissions. A system that in
our opinion worked very well and now with de-regulation a new level of regulation is in place and it has impacted
municipal electricity costs. For comparative purposes though Hydro One which is the other service provider in our area
would charge rates that are at least 50% higher depending on the service designation of either urban or rural that our
customers might be designated .
Looking then at the table 2010 Operating Revenue grew by over 7% . The major reason for this is that in 2009 the new
cost re-based rates that the OEB allowed were only put in place for May 1st. So in 2010 those rates were in place for a full
year compared to only 8 months the year before. The chart on the same page in the document indicates the breakdown of
the main components of our operating revenue .
The information on the page also explains that the Extraordinary Expense was the reason that there was a large increase
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in 2010 . It would have been around only a 3.5% increase if it had not been for that expense. Of course this impacted Net
Income as well by the indicated $250 ,000.
As shown the 2010 result is a Net Income After Tax of $400 ,000 and this result helps us maintain our strong financial
position. The budget for 2011 that the COLLUS Power Board has established for management to operate within will
ensure that this position is maintained.
The Capital Expenditure amount of close to $2M is noticeably higher than the previous year as some expenditure on the
new Substation on Sixth Street from 2009 was carried over for accounting purposes until completion in 2010. The Capital
Plan for 2011 is set and one of the larger components will be the line work required along the Poplar Sideroad as part of
the current revitalization work that is being done .
There is a note on the Capital Expenditure li ne that indicates Smart Meter Investment is not included in the amounts
shown. As we move onto the next slide in our presentation I will elaborate a little on this to make it clearer to everyone.
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Smart Meter Debt

A key measure for us to use to indicate how our financial position is going to be impacted is just as it was with CPU debt
levels. The blue area of this graph indicates that our overall debt levels decreased over a five year period until what was
remaining was only the $1.7 M Promissory Note that the Town of Cwood holds with the utility. This promissory note
provides an annual $124,000 interest payment to the Town as it is set at an interest rate of 7.25% .
In 2010 there was a requirement to borrow additional funds and this was mostly due to the close to $2.5M investment that
had already been made into the new technology to meet the Provincial directive of having Time-of-Use technology and
billing in place by the end of 2011 . First I would note that we decided to borrow a total of $3M in the Ontario Infrastructure
loan because we have some further expenditure requirements in completing the TOU phase in and secondly because
interest rates were very good at only 4.67% . This will ensure that we wont have to look towards further borrowing to meet
cash flow requirements for some time.
The second thing that I would note is that all costs incurred towards the introduction and on going maintenance of TOU is
recovered separately in our customer rates. The investment is tracked and the OEB has established carrying charge rates
that are to be included and these help offset the interest expense of the loan . So the investment is tracked separately and
therefore not directly included in our Capital Expenditure reconciliation.
As noted then there would have only been the promissory note amount which isn't really debt as it is held by the

shareholder and the new loan is being paid down annually and will be for the 20 year term .
In summary just as I did with the CPU I would close my formal portion of my presentation and respond to any questions
that Council may have about COLLUS Power, or for that matter any other item that comes to mind.
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Public Utilfties

Operations Center Renta l

$200,000

$200,000

Public Utilities

New Tecu mseth

$96,000

$96,000

COLLUS Solutions

Jn-kind Services

$280,000

$290,000

Public Utilitles

In-kind Services

$38,000

$40,000

Public Utilities

Sewer Administration

$88,000

$90,000

COLLUS & Public Utilities

In-kind Community Services

$40,000

$40,000

Total Cash

$420,000

$420,000

Total In-kind Services

$446,000

$460,000
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