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December 15, 2005 Via EAS
Alberta Energy and Utilities Board EX 02-015 AU Cover Letter

640 - 5 Avenue S.W. Information Responses 2005-12-15
Calgary, Alberta

T2P 3G4

Attention: Ms. Lisa Kelly
Application Officer

Dear Ms. Kelly:
RE: ATCO Utilities 2005 — 2007 Common Matters Filing

Application No. 1407946
Information Responses

Attached please find the ATCO Utilities’ responses to the Information Requests of the
Board and the Consumers’ Group. Please note that these responses should be read in
conjunction with my letter of December 9, 2005 (pre-filed exhibit 02-014)

Yours truly,

Original Signed by W. James Beckett

W. JAMES BECKETT, P. ENG.
EXECUTIVE VICE-PRESIDENT, REGULATORY

WJB/pc
Ex 02-015_2002-12-15_Ltr_IR_Responses.doc

10035 - 105 Street, Edmonton, Alberta, Canada T5J 2V6 10035 - 105 Street, Edmonton, Alberta, Canada T5J 2V6
Tel: 780-420-7211 Fax: 780-420-7400 Tel: 780-420-7310 Fax: 780-420-7400
www.atcogas.com www.atcoelectric.com
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-1
Issue: Preferred Shares

Reference: Application page 5-5, line 21-22 “Implicit in this calculation is the treatment
(by S&P) of the ATCO uitilities’ preferred shares as equity”.

Request:
€)) Please confirm that debt rating agencies speak from the perspective of debt
investors and that when they treat preferred shares as equity that this is from the

perspective of a debt investor.

(b) Please confirm that preferred shares represent a prior claim on earnings and
assets that is higher in priority than the claim of common equity.

(c) Please confirm that from the perspective of common equity investors preferred
shares are more similar to debt than to common equity.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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Response:

(@)  Although one of the major tasks of the credit rating agencies is to assign credit
ratings to issuing corporations, they do not speak “only” from the perspective of
debt investors. When they treat preferred shares as equity they do so from the
perspective of all investors. Both DBRS and Standard & Poor's (S&P), the
principal rating agencies in Canada provide financial research and credit ratings
on Canadian Corporations. This information is used by a wide variety of
investors both in the debt and the equity markets.

DBRS, when talking about its services states “used as a tool to enhance the
ability to make effective, well informed financial decisions, DBRS subscriptions
offer users an invaluable source of credit rating and in-depth research.” (refer to
www.dbrs.com under Our Services).

S&P not only provides credit ratings but also provides equity research. S&P
describes itself as offering a robust and independent source of investment
research emphasizing bottom-up fundamental researchwww2.standardandpoors.com
under Equity Research). As part of this equity research they provide their credit
rating reports.

The provision of both credit ratings and equity research does not permit a credit
rating agency the latitude to consider preferred shares strictly from the
perspective of a debt investor. The research of the credit rating agencies does
not specifically target one type of investor.

(b) It is confirmed. As discussed in the direct evidence, Preferred Shares is a very
broad financing category which can have a large variety of terms and conditions.

(c) This cannot be confirmed and in fact, the opposite is true. A sophisticated
common equity investor would be aware of the equity characteristic of the
preferred shares issued by the corporation. An equity investor in Canadian
Utilities Limited would realize that the Equity Preferred Shares of the company
had more characteristics similar to common equity than to debt.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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Many common equity investors (including the less sophisticated investors) make
use of a popular investment website maintained by the Globe & Mail newspaper
(http.//tsedb.theglobeandmail.com). This website uses the following definition in
its analysis of common equities:

“Debt/Equity ratio: Indicates the extent to which a company is
financing its assets with debt, a more risky source of capital than
equity. Formula: Short-and-long term interest-bearing debt
(including capital lease obligations) divided by shareholders’
equity.”

The Globe and Mail website treats Equity Preferred Shares (as classified by the
CICA) such as those issued by the ATCO Ultilities, as shareholders’ equity in the
denominator, in the calculation of this ratio.

Canadian Utilities Limited Debt/Equity ratio is reported at 1.09 at
December 31, 2004 which confirms the treatment of equity preferred shares as
shareholders equity. Thus, equity investors take the perspective that Canadian
Utilities’ equity preferred shares are more similar to common equity than to debt.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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market price, since the payment of dividends reduces the fair value of
the shares and thus the fair value of the option. The present
value of a dividend of $0.14 per share at the end of each year,
discounted at the risk-free rate of five percent, is $0.3813. The
present value of the asset underlying the option is therefore:

$3 - $0.3813 = $2.6187 per share

The present value of the exercise price is $4 per share discounted
at the risk-free rate of five percent over three years, assuming
that the bonds are converted at maturity, or $3.4554. The ratio
is thus determined as:

$2.6187 + $3.4554 = 0.7579

The bond conversion option is a form of call option. The call option
valuation table indicates that, for the two amounts calculated
above (i.e., 0.5196 and 0.7579), the fair value of the option is
approximately 11.05 percent of the fair value of the underlying
asset.

The valuation of the conversion options can therefore be
calculated as:

0.1105 x $2.6187 per share x 250 shares per bond x 2,000 bonds $144,683

Al0

The fair value of the debt component of the compound instrument
calculated above by the present value method plus the fair
value of the option calculated by the Black-Scholes option
pricing model does not equal the $2,000,000 proceeds from
issuance of the convertible bonds (i.e., $1,848,122 + $144,683
= $1,992,805). The small difference can be prorated over the
fair values of the two components to produce a fair value for
the liability of $1,854,794 and a fair value for the option of
$145,206.

OFFSETTING OF A FINANCIAL ASSET AND A FINANCIAL LIABILITY

This Section does not provide special treatment for so-called "synthetic
instruments”, which are groupings of separate financial instruments
acquired and held to emulate the characteristics of another instrument. For
example, a floating rate long-term debt combined with an interest rate
swap that involves receiving floating payments and making fixed payments
synthesizes a fixed rate long-term debt. Each of the separate components
of a "synthetic instrument” represents a contractual right or obligation with
its own terms and conditions, and each may be transferred or settled
separately. Each component is exposed to risks that may differ from the
risks to which other components are exposed. Accordingly, when one
component of a "synthetic instrument” is an asset and another is a liability,
they are not offset and presented on an entity's balance sheet on a net
basis unless they meet the criteria for offsetting in paragraph 3861.27.
Such is often not the case. Disclosures are provided about the significant
terms and conditions of each financial instrument constituting a component
of a "synthetic instrument" without regard to the existence of the "synthetic
instrument”, although an entity may indicate in addition the nature of the
relationship between the components (see paragraph 3861.47).

View Terms and Conditions and Privacy Policy
Knotia Help Desk: Monday - Friday, 9am - 5pm ET
Toll Free: 1-866-2-KNOTIA (1-866-256-6842), in Toronto: 416-943-3100, Contact Us

http://www knotia.ca/Knowledge/View/Document.cfm?printfriendly=2&kType=1&linkT... 2005-11-20
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-3

Issue: Preferred Shares

Reference: Application pages 5-6 — Implications of Generic Cost of Capital Decision
Request:

@) Please confirm that in the Generic Cost of Capital Decision, the Board indicated,
for each of the ATCO utilities that “the Board has evaluated the appropriate
common equity ratio as if the company had no support from its preferred shares”.
(Pages 47, 52, and 53)

Response:

(@) Although the Board may not have explicitly recognized the equity support
provided by the use of preferred shares by the ATCO Utilities, the Board did
recognize this support implicitly. As the direct evidence (pages 5-6 to 5-20)
indicates, when the Board applied its five tests to determine the capital structure
ratios for the ATCO Ultilities, it did not “factor out” the impact of the existing equity
preferred shares. These tests relied upon historic data which included the use of
Equity Preferred Shares by the ATCO Utilities or the use of some form of
non-common equity financing by other utilities and therefore the Board’s analysis
did include the additional support to the capital structure resulting from preferred
shares. Therefore, to conclude that the Board determined the appropriate capital

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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structure as if the preferred shares did not exist is not a balanced
characterization of the Board’s analysis.

The direct evidence was prepared to assist the Board in its understanding of the
importance of the continued use of Equity Preferred Shares by the ATCO
Utilities. The evidence uses the same tests used by the Board in the GCC
Decision to determine the implications of any redemption of the Equity Preferred
Shares.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-4
Issue: Preferred Shares

Reference: Application, Exhibit 7, Part 1, page 1 of 2, lines 14-17. “In the extreme
case that the Board determines that the capital structure for the utilities
should exclude all preferred shares, then revenue requirements for each
of ATCO Utilities would be set based upon the equity preferred shares
being deemed as long term debt and a component of equity...”

Request:

@) Please explain how, in the scenario where preferred shares are excluded, any
portion of the preferred shares could be deemed to be equity given the existence
of the approved common equity ratio and why the preferred shares would not, in
that scenario, be deemed as 100% debt given that the common equity ratio has
been fixed by the Generic Cost of Capital Decision.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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Response:
(@) At pages 55 and 56 of the GCC Decision, the Board states:

“The Board agrees with the general consensus that it would be
more appropriate to address any future changes in capital structure
in utility-specific GRA/GTAs. The Board also agrees with the
general consensus that such changes should only be pursued if
parties perceive that there has been a material change in
investment risk since the time of this Proceeding, except as
otherwise specifically directed in this Decision.”

This Common Matters Proceeding is part of a utility specific GRA/GTA for
ATCO Electric and ATCO Gas and it is anticipated that the Common Matters
decision will be reflected in ATCO Pipelines’ next GRA (please refer to the
ATCO Utilities’ Evidence, Introduction, page 1-1). Thus, a decision to increase
the common equity ratio as a result of the reduction in preferred share ratio is
consistent with the GCC Decision.

The second sentence quoted from the GCC Decision states only in the event of a
material change to the investment risk of the utility, should a change to capital
structure be pursued. The ATCO Utilities have submitted evidence (see the
evidence of Mr. Neysmith and the letter from BMO Nesbitt Burns in Appendix 5.2,
Exhibit 6) demonstrating that a Board Order to remove the Equity Preferred
Shares from the capital structure would be a material change in the investment
risk of the ATCO Uitilities.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-9
Issue: Executive Compensation
Reference: Application P4-10 L5-14

Preamble: AU quoted Decision RP2003-063 of the Ontario Energy Board for Union
Gas:

Unless the incentive programs can be shown to be extravagant or
otherwise objectionable, they should be supported as part of the revenue
requirement. It would be perilous to create a situation in which the gas
distribution utility, alone among business categories, could not effectively
attract and keep quality employees through the offering of reasonable
incentive programs.”

Request:

@) Please confirm that the quote above is related specifically to executive
compensation. If so, please provide additional material showing this is the case.

(b) If not, please explain what segments of employees were included as referenced
in the quote.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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Response:
(a) and (b)

Based on a review of Decision RP2003-063, it would appear that the incentive
compensation plan under review relates to a broader group of employees than
just the executives of Union Gas. AU is not able to confirm what level of staff is
involved in the program. AU is puzzled as to the relevance of what segments of
employees are involved in the incentive compensation program. Providing that
the provision of a reasonable incentive compensation plan is required in order for
a company to obtain and retain skilled employees, including executives,
AU views that the finding of the OEB should be considered relevant.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-10
Issue: Executive Compensation
Reference: Application P4-10 L5-26 L15-19

Preamble: AU refers to incentive pay programs for regulators such as EUB and
BCUC.

Request:

(@) Is it AU understanding that any of the criteria for earning the incentive amounts
relate to increases in profits?

Response:

(@ ATCO is not aware of the criteria used for the referenced incentive pay
programs. ATCO expects regulators such as the EUB and BCUC to be
interested in controlling internal costs, and would not be surprised if this type of
criteria is included in their incentive pay plans. A focus on controlling internal
costs leads to increased efficiency which benefits society. This is the same type
of benefit that occurs when utility management is incented by variable pay to find
increased efficiency.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-11

Issue: Executive Compensation

Reference: Top five total direct compensation

Request:

@) Please provide the total direct compensation for each of the top five executives
as required by federal reporting requirements and the aggregate compensation
for the remaining 25 positions listed in Table 2, Key Findings.

Response:

(a) Please refer to the ATCO Utilities’ letter of December 9, 2005 (EX 02-014).

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-12
Issue: Towers Perrin Final Report
Reference: Background P4

Preamble: The report states that where the number of matches in a comparator
group is insufficient, broader samples have been used.

Request:

@) Please provide the comparator groups where broader samples were used.
(b) Please list which ATCO groups were compared to the broader sample groups.

Response:
(a) and (b)

Please refer to BR-AU-12 Attachment 1.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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- — Survey # # Size- Par
SO ATED Jel PEsEARTon Benchmark Cos. Inc. Adjusted® value?
Office of the Chairman
The CEO has overall leadership over the business and affairs of the ATCO Group
and over the other offices of the corporation. She recommends the overall Utility/
President & Chief strategy and, generally directs the business and affairs of the ATCO Group. She . Alberta
: : : : - : - e L Top Executive 14 14 Yes
Executive Officer is also responsible for the strategic planning process, identification of principal (autonomous
business risks and implementation of systems to manage these risks, succession companies)
planning and communications.
To provide overall leadership and direction to ATCO Frontec, ATCO Midstream,
ATCO I-Tek, ATCO Structures, ATCO Noise Management, ATCO Travel, Ashcor
MD, Global Technologies and Genics. As a member of the Office of the Chairman, the Group President Utility/ 10 13 Yes
Enterprises incumbent also provides strategic leadership to the ATCO Group of Companies. Alberta
Assists the CEO in the development of organization policies and goals that cover
operations, personnel, financial performance and growth.
As Managing Director, Utilities directs, administers and coordinates the activities
of the ATCO Utilities Business Group in accordance with policies, goals and
objectives established by the President and CEO and the Board of Directors.
Assists the CEO in the development of organization policies and goals that cover
i operations, personnel, financial performance and growth. As Chief Information . Utility/
MD, Utilities & CIO Officer provides direction to achieve strategic business objectives utilizing Group President Alberta 10 13 ves
appropriate technology and is ultimately accountable for the strategic Technology
decisions made within the ATCO Group. As a member of the Office of the
Chairman, the incumbent also provides strategic leadership to the ATCO Group
of Companies.
Responsible for overall corporate image/people/administrative affairs of the Top N
SVP, CAO Corppratlon. Responsible for identifying ar_ld implementing the most 'effe_ctlve Administration Utility/ 1 1 No
practices related to human resources, public and corporate communications, (without Finance) Alberta
security and crisis management, and general administrative functions.
Utility/
Responsible for the total fiscal/monetary affairs of the organization. Responsible . Alberta
SVP & CFO for ensuring financial capital is available to accomplish business goals; complete | TOP Finance (autonomous 16 16 Yes
financial disclosure, effective internal controls and disclosure controls; effective companies)
systems of business planning; and risk management.
Notes:

1. Where a statistically significant relationship has been found, data have been size adjusted using single regression analysis to account for differences in size. We have used
annual revenues as a proxy for the size and complexity of the positions as this variable tends to correlate best with executive pay levels.
2. Par-valuing is used to adjust for significant differences between the position and survey

benchmarks.
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Corporate
) 11 1 O D a
PO O A O Job De elife . ample
B E a 0 AC ed alue
Corporate Office
Directs, recommends, implements, and evaluates (“Directs”) the organization’s
financial activities including preparation of consolidated financial reports, financial Utility/
VP, Finance & disclosures, budgets, forecasts, ensuring appropriate financial controls are in place c Alberta
; L2 : A ontroller 19 19 Yes
Controller and ensuring regulatory rules are maintained. Directs the organization’s finance (autonomous
activities including cash administration, corporate financing strategies, and companies)
development and implementation of corporate financial policies.
Plans, directs and controls the ATCO group’s internal audit activities including
reviews of high risk areas in each operating company and reporting of findings and Utility/
VP, Internal Audit | recommendations for control improvements to operating company management, the Top Internal Audit Alber}t/a 12 12 No
Office of the Chairman and the Audit Committee. Plans, directs and controls the
insurance program for the ATCO Group.
-1 parto
Responsible for corporate cash management activities, implementation of long-term Utility/ reflect the
Treasurer corporate financing strategies, assists with the development and implementation of Treasurer 19 19 Yes incumbent's
) . i - . Alberta :
corporate financial policies and overseas the investments of the CU Pension Plan. reporting
relationship
Overall responsibility for Human Resources planning and development; policy
VP, Human development and administration; succession planning; compensation strategies; Top Human Utility/
. . : S 17 17 No
Resources pension and benefits; and company-wide coordination of employee programs such Resources Alberta
as privacy compliance.
To provide guidance and direction to ATCO Frontec, ATCO Midstream, ATCO I-Tek,
ATCO Structures, ATCO Noise Management, ATCO Travel, Ashcor Technologies
VP, Project and Genics; as it relates to participation in inter-company opportunities, on major Top Business Utility/
. . . . - 10 12 No
Development projects and on projects, which may be impacted by government and aboriginal Development Alberta
issues. As an Officer of the ATCO Group participates in and supports the strategic
direction of the ATCO Group of companies.
Corporate Overall responsibility for the compliance with the statutes and regulations of the three | Corporate Utility/ 9 9 No
Secretary public companies and related subsidiary companies in the ATCO Group. Secretary Alberta
Notes:

1. Where a statistically significant relationship has been found, data have been size adjusted using single regression analysis to account for differences in size. We have used annual revenues as a proxy

for the size and complexity of the positions as this variable tends to correlate best with executive pay levels.

2. Par-valuing is used to adjust for significant differences between the position and survey benchmarks.
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BR-AU-12 Attachment 1
Page 3 of 5

President, ATCO
Electric

Provides leadership and overall strategic direction for ATCO Electric Ltd. and its
subsidiaries. Plans, directs and controls all activities of ATCO Electric Ltd. and its
subsidiaries through vice presidents of departments and the general manager of
subsidiaries, who in turn are responsible for operations, construction, maintenance,
market/sales, purchasing and human resources in their areas of responsibilities.
Responsible for overall achievement of health and safety, reliability, environmental
protection and customer service standards.

Division President

Capital

Intensive® 39 99 No

EVP, Regulatory

An executive level position responsible for providing informed direction, guidance
and leadership in relationships with government and/or regulatory bodies for both
ATCO Electric and ATCO Gas. Keeps abreast through research, analysis and
interpretation of significant developments or trends in government policy and
legislation.

Top Government
Relations

+1 par to reflect
the complexity of
the incumbent's
position relative
to the sample
(e.g., more than
one regulated
business)

Utility/
Alberta

SVP & Controller

An executive position responsible for the corporate finance, accounting and
administration functions including information technology for the ATCO Utilities
Business Group, ATCO Gas and ATCO Electric.

Top Administration
(with Finance)

Capital

Intensive® 19 19 Yes

VP, Distribution

An executive position responsible for the overall management, direction and
coordination of all of the company's distribution operation activities including
customer care. Direct responsibility for the planning and development of strategy for
the distribution function. Ensures operations meet or exceed health and safety,
reliability, environmental protection and customer service standards.

Top Transmission
and/or Distribution
Systems

Power

Services® 13 16 No

VP, Engineering
& Construction

An executive position responsible for the company’s major facility capital engineering
and construction, forestry operations, and a number of supporting functions including
metering services, materials management, regulatory support, standards
development, and aboriginal strategy. Ensures operations meet or exceed health
and safety, reliability, environmental protection and customer service standards.

Top Operations
(with Engineering)

Gas &

Energy 7 8 Yes

VP, Transmission

An executive position responsible for the overall strategic development and
management of all or a major segment of the following activities: transmission
operating and maintenance; isolated plant operating and maintenance; major facility
planning for transmission and distribution; the company's land and record
management; and the company's commercial services activities. Has direct
responsibility for the planning and development strategy for the transmission
function. Ensures operations meet or exceed health and safety, reliability,
environmental protection and customer service standards.

Top Transmission
and/or Distribution
Systems

Power

Services® 13 16 No

VP, Controller

An executive position responsible for the overall corporate finance, accounting,
planning, forecasting and Phase | Regulatory functions within ATCO Electric and its
subsidiary companies.

Controller
(Group/Division)

Capital

3 12 21 Yes
Intensive

Notes:

1. Where a statistically significant relationship has been found, data have been size adjusted using single regression analysis to account for differences in size. We have used annual revenues as a proxy for
the size and complexity of the positions as this variable tends to correlate best with executive pay levels.
2. Par-valuing is used to adjust for significant differences between the position and survey benchmarks.

3. The Capital Intensive sample includes companies in the following industries: chemical products, forest products, gas & energy utilities, manufacturing/industrial, mining, and oil & gas.
4. The Power Services sample represents companies in Towers Perrin's Power Services Industry Survey.
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President, ATCO
Gas & CU Water

Provides leadership and overall strategic direction for ATCO Gas and CU Water.
Plans, directs and controls all activities of ATCO Gas Ltd. and CU Water through
vice presidents of departments, who in turn are responsible for operations,
construction, maintenance, market/sales, purchasing and human resources in their
areas of responsibilities. Responsible for overall achievement of health and safety,
reliability, environmental protection and customer service standards.

Division President

Capital
Intensive®

39

99

No

VP, Calgary
Operations

An executive position responsible for the overall management, direction and
coordination of the Calgary Operations activities, including pipeline operations,
customer service, engineering and construction. Direct responsibility for the
planning and development strategy for the Calgary Operations function. Ensures
operations meet or exceed health and safety, reliability, environmental protection
and customer service standards.

Top Operations
(with engineering)

Gas &
Energy

10

12

Yes

VP, Edmonton
Operations

An executive position responsible for the overall management, direction and
coordination of the Edmonton Operations activities, including pipeline operations,
customer service, engineering and construction. Direct responsibility for the
planning and development strategy for the Edmonton Operations function. Ensures
operations meet or exceed health and safety, reliability, environmental protection
and customer service standards.

Top Operations
(with engineering)

Gas &
Energy

10

12

Yes

VP, Prairie Peaks

An executive position responsible for the overall management direction and
coordination of the Prairie Peaks activities, including pipeline operations, customer
service, engineering and construction. Direct responsibility for the planning and
development strategy for the Prairie Peaks function. Ensures operations meet or
exceed health and safety, reliability, environmental protection and customer service
standards.

Top Operations
(with engineering)

Gas &
Energy

10

12

Yes

VP & Chief
Engineer

An executive position responsible for the overall management, direction and
coordination of the Technical Services activities including production, storage,
engineering planning and communications and standards and quality assurance.
Direct responsibility for the planning and development strategy for the Technical
Services function. Ensures operations meet or exceed health and safety, reliability,
environmental protection and customer service standards.

Top Engineering

Gas &
Energy

16

17

Yes

VP, Parkland

An executive position responsible for the overall management direction and
coordination of the Parkland activities, including pipeline operations, customer
service, engineering and construction. Direct responsibility for the planning and
development strategy for the Parkland function. Ensures operations meet or exceed
health and safety, reliability, environmental protection and customer service
standards.

Top Operations
(with engineering)

Gas &
Energy

10

12

Yes

VP, Corporate
Services

An executive position responsible for the overall management, direction and
coordination of the Corporate Services activities including human resources, labour
relations, materials management and office services. Direct responsibility for the
planning and development strategy for the Corporate Services function.

Top Human
Resources
(group/division)

Capital
Intensive®

Yes

VP, Controller

An executive position responsible for the overall corporate finance, accounting,
planning, forecasting and Phase | Regulatory functions within ATCO Gas.

Controller
(group/division)

Capital
Intensive®

12

21

Yes

Notes:

1. Where a statistically significant relationship has been found, data have been size adjusted using single regression analysis to account for differences in size. We have used annual revenues as a proxy

for the size and complexity of the positions as this variable tends to correlate best with executive pay levels.

2. Par-valuing is used to adjust for significant differences between the position and survey benchmarks.

3. The Capital Intensive sample includes companies in the following industries: chemical products, forest products, gas & energy utilities, manufacturing/industrial, mining, and oil & gas.
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Survey # # Size-
Benchmark Cos. Inc. Adjusted?

Par value?

Position ATCO Job Description

ATCO
Pipelines

Overall responsibility for the development/implementation of strategies/policies
necessary and appropriate to deliver cost effective natural gas transportation
solutions for producer, industrial and core market customers in a manner that
President, achieves the sustainable earnings growth expectations of the shareowner. Division President Capital .
ATCO Pipelines | Responsible for growing the company through appropriate acquisition, greenfield Intensive
and diversification strategies and execution. Responsible for overall achievement
of health and safety, reliability, environmental protection and customer service
standards.

Plans, directs and controls the organization's Customer Service, Purchasing,
Information Technology and Financial Services including accounting, budgeting,
risk management, audit, income taxes, customer accounts, gas coordination,
property taxes, financial reporting, information technology, materials
management, credit, cash management and banking. Develops strategies with
respect to the financial, customer service and administration components of
General Rate Applications and provides expert witness testimony in support of
same.

Identify and implement regulatory strategies to ensure ATCO Pipelines has a
competitive advantage. Responsible for providing informed direction, guidance Top Government Gas &
and leadership in relationships with government and/or regulatory bodies for Relations Energy
ATCO Pipelines.

Oversees the identification and development of new business opportunities to
grow producer receipts, industrial and core deliveries, and exports including
acquisitions, diversification and greenfield opportunities. Oversees the
transportation marketing group. Oversees System Planning group and Primary
Control Centre operations.

Plans, directs and co-ordinates the organization's engineering and operations
activities. This includes the engineering, land acquisition/administration, project
management, field operations, environment, quality assurance and safety Top Operations Gas &
program functions and associated capital and operations/maintenance budgets. (with engineering) Energy
Ensures operations meet or exceed health and safety, reliability, environmental
protection and customer service standards.

39 99 No

Top
Administration
(with Finance)

Capital

Intensive® 1 1 No

VP, Commercial

VP, Regulatory

VP, Business
Development

Top Business Gas &

Development Energy ! 9 ves

VP, Operations 10 12 Yes

Notes:

1. Where a statistically significant relationship has been found, data have been size adjusted using single regression analysis to account for differences in size. We have used annual revenues as a proxy
for the size and complexity of the positions as this variable tends to correlate best with executive pay levels.

2. Par-valuing is used to adjust for significant differences between the position and survey benchmarks.

3. The Capital Intensive sample includes companies in the following industries: chemical products, forest products, gas & energy utilities, manufacturing/industrial, mining, and oil & gas.
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-13

Issue: Towers Perrin Final Report

Reference: Executive Compensation Review June 29, 2005
Request:

(@) Please provide the name(s) of person(s) who prepared this report.
(b) Please confirm that the person(s) named will appear to speak to the report.

Response:

(@ A team of Towers Perrin professionals prepared the report in support of
Fiona Macdonald’s appearance in front of the Board.

(b) Fiona Macdonald will appear to speak to the report.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-14

Issue: Towers Perrin Final Report

Reference: Executive Compensation Review June 29, 2005
Preamble: Appendix 1 P6, Salary and Annual Incentives
Request:

€) Please explain in more detail the technique known as “par valuing” to adjust for
significant differences between the position and survey benchmarks.

(b) Please identify if any positions were excluded or given differential treatment as a
result of any “par valuing”.

Response:

(@ As indicated in Appendix 1 of the Final Report, par-valuing is a
Towers Perrin technique used to reflect significant differences between the
position and our survey benchmarks. The technique involves adjusting the
competitive data up or down in increments of 7.5% (“one par”) where the job
content or organizational scope involved with the incumbent’s position are
significantly different from those typically reported in the marketplace.

(b) Please refer to BR-AU-12, Attachment 1.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-15
Issue: Executive Compensation Review June 29, 2005
Reference: Table 2. Key Findings — Current Compensations as a Percent of Market

Preamble: Table 2 shows current compensation as a percent of market for
30 positions in the AU group of companies.

Request:

@) Please provide the current compensation comparison as a percent of market for
the 25" percentile.

(b) Please provide the list of positions for each of ATCO Pipelines, ATCO Gas,
ATCO Electric, Corporate Office and Office of the Chairman.

(c) For each position please provide a brief description of that position responsibility
area.

(d) For each position please provide the comparable survey position title and
description of responsibility.

(e) Please provide the number of companies and number of incumbents in the total
comparator group.

() Please advise which ATCO positions were subject to size adjustment and par
value adjustments.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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Response:

€)) Please refer to BR-AU-15, Attachment 1.
(b) Please refer to BR-AU-12, Attachment 1.
(c) Please refer to BR-AU-12, Attachment 1.

(d) For survey benchmark titles refer to BR-AU-12, Attachment 1. Please refer to
the ATCO Utilities’ letter of December 9, 2005 (EX 02-014).

(e) Please refer to BR-AU-12, Attachment 1.

() Please refer to BR-AU-12, Attachment 1.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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Current Compensation as a Percent of Market

Current Compensation as a% Current Compensation as a % Current Compensation as a %

of Market 25th Percentile of Market 50th Percentile of Market 75th Percentile
n = # of (Average by Group) (Average by Group) (Average by Group)
positions EESEIERY TTC TDC Salary TTC TTC
Office of the Chairman n=>5 139% 143% 121% 113% 111% 76% 95% 88% 51%
Corporate Office n==6 107% 121% 102% 92% 102% 79% 7% 82% 53%
ATCO Electric n=7 103% 119% 110% 88% 97% 87% 78% 81% 67%
ATCO Gas n=8 108% 124% 120% 93% 104% 100% 81% 89% 82%
ATCO Pipelines* n=4 130% 158% 150% 103% 117% 115% 91% 100% 80%
Average 117% 133% 121% 98% 106% 91% 84% 88% 66%

* VP, Operations position is vacant and therefore is not included in the competitive positioning results.
TTC = Target Total Cash = Salary + Target Bonus
TDC = Total Direct Compensation = TTC + Expected Value of Long-term Incentives
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-16
Issue: Towers Perrin Final Report
Reference: Appendix Il P9

Preamble: Appendix Il provides a table of results in percentiles compared with
ATCO Ltd.

Request:
@) Please list the 34 companies in the Utility/Alberta comparator group.

(b) Please list the 31 companies in the Gas and Energy Utility comparator group.

Response:
(a) and (b)

Please refer to the ATCO Utilities’ letter of December 9, 2005 (EX 02-014).

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-17

Issue: Towers Perrin Final Report

Reference: Background P6-7

Preamble: The comparator group of 19 companies utilized in this analysis reflects the
autonomous  publicly-traded organizations within the executive
compensation review of 34 companies.

Request:

(@) Please explain why the comparator group of 19 companies was used in the
review instead of the entire list of 34 companies in the Utility/Alberta comparator

group.

Response:

(@ The market data for the directors’ compensation report were obtained from
publicly disclosed proxy statements. This data source was only available for the
19 autonomous, publicly-traded organizations within the 34 companies in the
Utility/Alberta comparator group.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-18

Issue: Towers Perrin Final Report

Reference: Board Member Compensation Table 2 and Table 3

Preamble: Table 2 and Table 3 show a Total Compensation for Board members.
Request:

(@) Note 3 states that the total compensation includes total cash retainer and
meeting fees plus total stock based compensation. Please provide the amounts
of specific items that were included in the total amounts of $89,200, $74,600,
$126,877 and $150,000 shown in the total compensation line of Table 2.

(b) If any changes are required to Table 2 or Table 3, please provide updated
schedules.

Response:

(@) The quartile statistics represent the distribution for that element. Statistics cannot
be added at a given quartile since a given company may, for example, pay high
retainers with low meeting fees resulting in median total compensation. For
ATCO, the total compensation of $89,200 includes for Canadian Utilities Ltd. a
cash retainer of $65,000, board meeting fees of $8,000 ($2,000 per meeting),

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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administrative meeting fees of $2,400 ($800 per meeting), and committee
meeting fees of $8,000 ($800 per meeting); plus for CU Inc. a cash retainer of
$5,000 and one board meeting fee of $800.

(b) No changes are required.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-19
Issue: Executive Bonus Plan ATCO Electric
Reference: Attachment B, Executive Bonus Plan Matrix

Preamble: AU proved a matrix in Part A, Operational Excellence Metrics Results,
showing metric score targets ranging from below 80 to 100 or more.

Request:

(@) Please confirm if the criteria for operational excellence are shown in
Attachment C, ATCO Electric.

(b) If affirmative for (a), please provide the matrix scores for each item shown in
Appendix C, ATCO Electric, that would contribute to the total in the metric score
ranges.

(c) If not affirmative, please provide the metrics and score contributions of each
metric that could be included to determine the total metric score range.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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Response:

(a) to (c)

The criteria for operational excellence are shown in Attachment C. Please refer
to BR-AU-019 Attachment 1 for the details of the matrix scoring for
ATCO Electric. The ATCO Utilities note that this information request asks for
much more detailed information than that solicited during the ATCO Gas
2005-2007 GRA and the ATCO Electric 2005-2006 GTA, where identical
Variable Pay Programs were described. While the ATCO Utilities are prepared
to provide this information as part of this proceeding, given the newness of the
program, the ATCO Utilities are concerned that ongoing scrutiny of this plan in
the future, to this level of detail represents an intrusion into the management
responsibilities of the companies.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005



ATCO Uitilities 2005-2007 Common Matters Filing
Application 1407946
BR-AU-019 Attachment 1

HEALTH, SAFETY and ENVIRONMENT (45 points)

Worker lost time frequency

#of LTIs x 200,000 hrs / total hrs worked per year

Worker lost time severity
# of days lost x 100 person-years / total person years
worked

Contractor lost time incidents
# of contractor lost time incidents

Preventable vehicle incidents frequency

# of preventable vehicle incidents per million km
driven (estimated based on 2002 actual km driven)

System control centre switching incidents
# of switching incidents (SCC)

Public Incidents
# of 3rd party damages to or contacts with the
company's facilities

Number of Reportable Releases
# of unauthorized releases into the environment

2004
Result

0.7

26

11

8.4

428

60

OPERATIONAL
EXCELLENCE

2005 TARGET

50% less than 2004

50% less than 2004

50% less than 2004

50% less than 2004

0 incidents

20% less than 2004

20% less than 2004

METRICS

2005 TARGET
number

0.35

13

55

4.22

342

48

Points
(at TARGET)

10

10

Min

0%< 2004
0
0%< 2004

0

0%< 2004

0

0%< 2004

N/A

0%< 2004

0

0%< 2004
0

Achievement

Target

50%< 2004
8
50%< 2004

10

50%< 2004

10

50%< 2004

8

0 incidents

3
20%< 2004

3

20%< 2004
3

Max

100%< 2004
16.0
100%< 2004

20.0

100%< 2004

20.0

100%< 2004

16.0

N/A
3

30%< 2004

4.0

50%< 2004
6.0

BR-AU-019 Attachment 1

lof4



ATCO Uitilities 2005-2007 Common Matters Filing
Application 1407946
BR-AU-019 Attachment 1

COST(10 points)

*

Distribution O&M cost per customer

cost (O&M, A&G, and other taxes) / average annual # of
customers

Distribution O&M cost per km
cost (O&M, A&G, and other taxes) / distribution circuit
km (including REAS)

Transmission O&M cost per km
cost (O&M, A&G, and other taxes) / transmission
circuit km

Transmission O&M Cost per Substation
cost (O&M, A&G, and other taxes) / # of transmission
substations

CEAR post completion review

CEAR estimate accuracy

Inflation per approved GTA

2005 Transmission inflation = 2.1%
2005 Distribution inflation = 2.4%
All costs are as per the AEMT monthly report

2004
Result

0.4774

1.2616

4.8408

305.28

NA

NA

OPERATIONAL
EXCELLENCE

2005 TARGET

Increase = 60% of
inflation over 2004

Increase =75% of
inflation over 2004

Increase =75% of
inflation over 2004

Increase =75% of
inflation over 2004

100% completed
within 91 days

80% of initial CEAR

estimates within
10% of closeout
cost

METRICS

2005 TARGET
number

0.48

1.28

4.92

310.08

Points
(at TARGET)

Min

100% of inflation

100% of inflation

0

100% of inflation

0

100% of inflation

0

75% in 91 days

0

50% within 10%

Achievement

Target

60% of inflation

75% of inflation

1

75% of inflation

1

75% of inflation

1

100% in 91 days

3

80% within 10%

BR-AU-019 Attachment 1
Page 2 of 4

Max

50% of inflation

2.0

50% of inflation

2.0

50% of inflation

2.0

60% of inflation

2.0

N/A

100% within 10%

5.0

20f4
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ATCO Uitilities 2005-2007 Common Matters Filing OPERATIONAL
Application 1407946

BR-AU-019 Attachment 1 EXCELLENCE
METRICS

Achievement

AEUB Service Quality Report (40 points) 2004 Points
Result 2005 TARGET (at TARGET) Min Target Max

Complaint Reports to EUB

% of complaints directed to the Wire Owner by the
EUB in any given month investigated and Complaint
Report provided within 14 calendar days, and 97%  80% within 14 days 8 NA 80% in 14 days 100% in 14 days

0 8 12.0

% of complaints directed to the Wire Owner by the

EUB in any given month investigated and Complaint 100% within 30
Report provided within 30 calendar days. 97% days 8 80% in 30 days 100% in 30 days NA
0 8 8
Wire Owner Escalation Reports

The complaint is made by the end use customer

directly to ATCO Electric and the number unresolved 0% unresolved
within 30 days. 0% within 30 days 8 20% in 30 days 0% in 30 days NA

0 8 8
Percentage of Customer Satisfaction
Following Customer- Initiated Contact
with the Wire Owner

The survey instrument shall be a telephone
questionnaire using survey questions provided by the
Board in addition to any additional questions that the
Wire Owners may want to add. 89% 75% satisfaction 8 60% satisfaction 75% satisfaction 100% sati n

0 8 12.0

Customer Satisfaction With the Wire
Owner

The Wire Owner shall survey a sample of
customers to assess general satisfaction
according to Directive 84%  75% satisfaction 8 60% on 75% on | 100% satisfaction

0 8 12.0

3of4
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Page 4 of 4
ATCO Uitilities 2005-2007 Common Matters Filing OPERATIONAL
Application 1407946
BR-AU-019 Attachment 1 EXCELLENCE
METRICS
Achievement
Reliability (5 points) 2004 2005 TARGET 2008 TARGET  Points
Result number (at TARGET) Min Target Max
System Average Interruption Frequency
Index (SAIFI)
less than one
Annual Total Number of Customer Interruptions standard deveiation
Average / Number of Customers Served During the of previous 10
Year (includes Transmission) - five year average 2.29 vyears performance 2.08 2.5 NA 0% above 2004 NA
0 25 2.5
Customer Average Interruption Duration
Index (CAIDI)
less than one
Total Customer-Hours of Interruptions / Total standard deveiation
Customer Interruptions (includes Transmission) - five of previous 10
year average 2.08 years performance 2.05 2.5 NA 0% above 2004 NA
0 25 25

40f4
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-20
Issue: Executive Bonus Plan ATCO Gas
Reference: Attachment B, Executive Bonus Plan Matrix

Preamble: AU proved a matrix in Part A, Operational Excellence Metrics Results,
showing metric score targets ranging from below 80 to 100 or more.

Request:
@) Please confirm if the criteria for operational excellence are shown in

Attachment C, ATCO Gas.

(b) If affirmative for (a), please provide the matrix scores for each item shown in
Appendix C, ATCO Gas, that would contribute to the total in the metric score
ranges.

(©) If not affirmative, please provide the metrics and score contributions of each
metric that could be included to determine the total metric score range.

Response:

(a) to (c)

The criteria for operational excellence are shown in Attachment C. Please refer
to BR-AU-020 Attachment 1 for the details of the matrix scoring for ATCO Gas.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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The ATCO Utilities note that this information request asks for much more detailed
information than that solicited during the ATCO Gas 2005-2007 GRA and the
ATCO Electric 2005-2006 GTA, where identical Variable Pay Programs were
described. While the ATCO Utilities are prepared to provide this information as
part of this proceeding, given the newness of the program, the ATCO Utilities are
concerned that ongoing scrutiny of this plan in the future, to this level of detail
represents an intrusion into the management responsibilities of the companies.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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ATTACHMENT C

ATCO Gas OPERATIONAL EXCELLENCE METRICS

A. PUBLIC SAFETY (20 Points)

Damaged lines caused by ATCO Gas

Number of ATCO Gas caused damaged lines

Damaged lines hits per locate
Total number of hits per 1,000 locates
Leak Surveys

Number of planned leak surveys

Number of planned leak surveys completed

Percent planned leak surveys completed

B. WORKER HEALTH & SAFETY (20 Points)

Worker lost time injuries (LTl)
Number of LTls

Worker lost time frequency

Number of LTls x 200,000 hrs / total hours worked per year

Preventable vehicle incidents

Number of preventable vehicle incidents

Preventable vehicle incidents frequency

Number of preventable vehicle incidents per million km driven

ATCO Gas Operational Excellence Metrics

2003
Resuit

79

5.1

217,028

202,812
93%

19

1.13

94

5.14

2004 2005
Result Target

20% reduction from 2004
113 actual

10% reduction from 2004

4.4 actual
233,228 244,561
264,269 232,333

113% 95% Complete
Improvement year over
15 year
Improvement year over
0.80 year

Improvement year over

90 year
Improvement year over
4.89 year

2005 TARGEY
Number

90

3.96

244,561

232,333
95%

BR-AU-020 Attachment 1

Points Awarded For Achievement

Min
10% less than
2004
0

5% less than
2004

]

90% Complete
0

25% less than
2004

25

25% less than
2004

25

25% less than
2004

25

25% less than
2004

25

Target
20% less than
2004
6

10% less than
2004

6

95% Complete
8

50% less than
2004

5

50% less than
2004

5

50% less than
2004

5

50% less than
2004

5

Max
30% less than
2004
9

20% less than
2004

9

N/A

100% less than
2004

10

100% less than
2004

10

100% less than
2004

10

100% less than
2004

10

Page 1 of 3
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ATTACHMENT C e
ATCO Gas OPERATIONAL EXCELLENCE METRICS

Points Awarded For Achievement

C. Cost Efficiency (10 Points) 2003 2004 2005 2005 TARGET
Resuft Result Target Number Min Target Max
Increase of |increase less thanf Increase less than
Increase <75% of inflation inflation over 75% of inflation 50% of inflation
O&M Per Customer’ $256.55 $241.90 over 2004 Less than $245.89 2004 over 2004 over 2004
Costs (O&M less O&M w/ offsetting revenue) / average number of
customers 0 5 7.5
Annual Delivery Charge $293.00 $302.69 Lowest in Canada Less than $335.99 NA $336 N/A
Annual Delivery Charge (excludes gas cost, production and storage
riders, franchise fees and GST) for a typical residential customer o] 5 0
Lowest of comparable Canadian Utilities (Y/N) Yes Yes Lowest in Canada Lowest in Canada

D. Service Levels (32 Points)

Percent of meters with adjacent reads within 65 days

- Inside meter set N/A N/A 50% 50% 40% 50% 70%
0 4 6
Percent of meters with adjacent reads within 65 days
- Outside meter set N/A N/A 80% 80% 65% 80% 100%
0 4 6
Percent Complaints resolved in 5 days N/A N/A 25% 25% 0% 25% 50%
0 2 3
Percent Complaints resolved in 14 days N/A N/A 80% 80% 70% 80% 100%
0 2 3
Percent Complaints resolved in 30 days N/A N/A 100% 100% N/A 100% N/A
0 4 0
Percent Missed Customer Appointments N/A N/A Less than 3% Less than 3% 6% 3% 0%
0 4 6
Customer Satisfaction Survey N/A 1% 75% Satisfaction 75% 60% 75% 100%
0 5 75
Percent of Meter Recalls Completed within
timeframe required . N/A N/A 95% 95% 90% 95% 100%
0 3 4.5
Capital Variance N/A N/A +/- 5% of BP +/- 5% of BP N/A +- 5% N/A
Variance in projected year end capital expenditure 0 4 0

1) 2005-2007 GRA Inflation = 2.2%

ATCO Gas Operational Excellence Metrics ' 20of3




E. Environment (10 Points)

Number of ATCO Gas Caused Releases
Number of controllable releases that meets Alberta Environment
reportable criteria

Greenhouse Gas Emission's per unit of throughput
Total company greenhouse gas emissions /amount of gas that flowed
through the system during the calendar year (Tonnes /PJ)

F. Call Centre ( 8 Points)

Percent of calls answered within 20 seconds

Percent of calls abandoned after 30 seconds

Percent of emergency calls answered within 20
seconds

North Operations

South Operations

Total

Percent of emergency calls abandoned after 30
seconds

North Operations

South Operations

Total

ATCO Gas Operational Excellence Metrics

2003
Resuit

N/A

1,595

N/A

N/A

N/A

N/A

N/A
N/A
N/A

{ ‘*
ATTACFfMéNT c
ATCO Gas OPERATIONAL EXCELLENCE METRICS

2004
Result

19

1,612

N/A

N/A

N/A
N/A
N/A

N/A
N/A
N/A

2005
Target

10% reduction from 2004
actual

Equal to 2004 level

80%

Less than 5%

80%

Less than 2%

2005 TARGET
Number

17

1,612

80%

Less than 5%

80%

less than 2%

BR-AU-020 Attachment 1

Page 3 of 3
Points Awarded For Achievement
Min Target Max
0% less than 10% less than 20% less than
2004 2004 2004
0 5 7.5
5% Increase Equat to 2004 5% decrease
0 5 7.5
N/A 80% N/A
0 2 0
N/A Less than 5% N/A
0 2 0
N/A 80% N/A
0 2 0
5% Less than 2% N/A
0 2 0
30f3
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-21
Issue: Executive Bonus Plan ATCO Pipelines
Reference: Attachment B, Executive Bonus Plan Matrix

Preamble: AU proved a matrix in Part A, Operational Excellence Metrics Results,
showing metric score targets ranging from below 80 to 100 or more.

Request:

@) Please confirm if the criteria for operational excellence are shown in
Attachment C, ATCO Pipelines.

(b) If affirmative for (a), please provide the matrix scores for each item shown in
Appendix C, ATCO Pipelines, that would contribute to the total in the metric
score ranges.

(©) If not affirmative, please provide the metrics and score contributions of each
metric that could be included to determine the total metric score range.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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Response:

(a) to (c)

The criteria for operational excellence are shown in Attachment C. Please refer
to BR-AU-021 Attachment 1 for the details of the matrix scoring for
ATCO Pipelines. The ATCO Utilities note that this information request asks for
much more detailed information than that solicited during the ATCO Gas
2005-2007 GRA and the ATCO Electric 2005-2006 GTA, where identical
Variable Pay Programs were described. While the ATCO Utilities are prepared
to provide this information as part of this proceeding, given the newness of the
program, the ATCO Utilities are concerned that ongoing scrutiny of this plan in
the future, to this level of detail represents an intrusion into the management
responsibilities of the companies.

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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ATCO PIPELINES OPERATIONAL EXCELLENCE METRICS
Achievement
_ . . 2004 2005 2005 TARGET .

N/A = Not Reportable During Period Result TARGET Number Points Min Mid Max
PUBLIC SAFETY (25 points)

Damage to Pipelines During Crossing 2 2 2 5 3 2 1

Pipeline damaged during crossing inspection 0 5 7.5

100%

Percent Planned Leak Survey Completed 100% 100% complete 100% complete 10 90% complete|  complete N/A

Flame ionization checks for pipeline leaks 0 10 10

Pipeline Failures 0 0 0 10 1 0 N/A

Major break, rupture, leak with adverse impact 0 10 10
WORKPLACE HEALTH & SAFETY (25 points)

Number of Lost Time Injuries 0 0 Lost Time Injuries 0 9 1 N/A 0

Work injury/illness missing 1+ day(s) absence 0 N/A 135

improvement year hold at 2004 | 33% less than | 66% less than
Number of Reportable Injuries 6 over year 6 9 level 2004 2004
Total Number of medical aid / lost time injuries 0 9 13.5
improvement year hold at 2004 | 20% less than | 40% less than

Number of Preventable Vehicle Incidents 5 over year 5 7 level 2004 2004

Incident of property damage or personal injury 0 7 10.5
Environmental Stewardship (10 points)

Environmental Protection Order 0 0 0 2 1 0 N/A

Alberta Environment action to remedy contravention 0 2 2

Reportable Releases from AP Operations 4 Hold at 2004 actual 4 4 6 4 2

Substance release exceeding EPEA levels 0 4

Greenhouse Gas Emissions (GHG)

- GHG emissions per station 113 Flat Flat 2 +5% Flat -5%

(2003) 0 2 3
- GHG emissions per BHP/hr 25 Flat Flat 2 +5% Flat -5%
Waste gas emissions (meter stations/compressors) (2003) 0 2 3




BR-AU-021 Attachment 1
Page 2 of 2

ATCO PIPELINES OPERATIONAL EXCELLENCE METRICS

Achievement
2004 2005 2005 TARGET Points
Result TARGET Number Min Mid Max
Service Levels (20 points)
Unplanned Core Outages 1 1 1 4 2 1 0
Loss of service to more than 100 core customers 0 4 6
Unplanned Producer Firm Service
Curtailment 0 1 1 4 2 1 0
Reduction to producer contracted gas flow 0 4 6
Customer Contact 100% 100% Complete 100% 4 10% lower Plan N/A
Number and type of customer interactions 0 4 4
Customer Request Turnaround N/A 16 days 16 4 18 16 14
Time to respond to new service request/install 0 4 6
Billing Disputes 0 95%resolved 95% 2 90% 95% 100%
Disagreement - company and customer on charges 0 2 3
Billing Accuracy N/A 99.80% 99.8% 2 99.6% 99.8% 100.0%
Correctness of customer invoices 0 2 3
Cost Efficiency (20 points)
No increase above
O&M and G&A Cost Control 0.86% inflation and growth 0% 10 +1% 0% 1%
Measure current year costs against prior year 0 10 15
Within +10% of

Capital Performance 4.35% estimate +10% 7 +15% +10% +5%
Projects $500,000+ which have a special CEAR 0 7 10.5
Capital-Special Projects Close-out Report N/A 100% 100% 3 80% 100% N/A
Projects $500,000+ placed in service 0 3 3
Unaccounted for Gas 10% reduction from
(this metric will commence in 2006) N/A previous actual 10% N/A 0% 10% 15%
Measurement of UFG during previous 12 months 0 0 0
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-22
Issue: Executive Bonus Plan ATCO Electric
Reference: Attachment B, Executive Bonus Plan Matrix

Preamble: AU proved a matrix in Part B, Financial Results, based upon net earnings
targets with a bonus of 10% upon the achievement of a 9.5% ROE.

Request:

@) Please provide the ROE percentages for the remaining levels of bonus from 15%
to 50%.

Response:

@) Refer to the following table:

ROE Payout %

9.5% 10%
9.81% 15%
10.14% 20%
10.20% 25%
10.25% 30%
10.31% 35%
10.37% 40%
10.43% 45%
10.48% 50%

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946

Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-23
Issue: Executive Bonus Plan ATCO Gas
Reference: Attachment B, Executive Bonus Plan Matrix

Preamble: AU proved a matrix in Part B, Financial Results, based upon net earnings
targets with a bonus of 10% upon the achievement of a 9.5% ROE.

Request:

@) Please provide the ROE percentages for the remaining levels of bonus from 15%
to 50%.

Response:

@) Refer to the following table:

ROE Payout %

9.5% 10%
9.72% 15%
10.96% 20%
10.05% 25%
10.14% 30%
10.22% 35%
10.31% 40%
10.40% 45%
10.48% 50%

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946

Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-24
Issue: Executive Bonus Plan ATCO Pipelines
Reference: Attachment B, Executive Bonus Plan Matrix

Preamble: AU proved a matrix in Part B, Financial Results, based upon net earnings
targets with a bonus of 10% upon the achievement of a 9.5% ROE.

Request:

@) Please provide the ROE percentages for the remaining levels of bonus from 15%
to 50%.

Response:

@) Refer to the following table:

ROE Payout % |
10.00% 10%
10.08% 15%
10.15% 20%
10.23% 25%
10.31% 30%
10.39% 35%
10.46% 40%
10.54% 45%
10.62% 50%

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946

Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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2005 - 2007 Common Matters Filing
Application No. 1407946

Information Response No. 1 To:
The Alberta Energy and Utilities Board
Received: November 15, 2005

BR-AU-25

Issue: Head Office Rent Expense
Reference: Application, Section 3
Request:

(@) Please provide the complete transactional history of the ownership and lease
assignment(s) of the ATCO Centre.

(b) Please explain the present ATCO Centre ownership, lease ownership and lease
assignment.

Response:

(@  Ownership and lease assignment(s) for the ATCO Centre:

Reason Agreement Reference
Initial lease Agreement of Lease between Canadian | IW-AU-2
Utilities Limited (CU) and ATCO Housing | Attachment 3
and Development Ltd., as of December | Attachment

1, 1983. 6.2-A
Pages 54-82
of 82
ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946

Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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Reason Agreement Reference
Lease was Amended and Restated Lease IW-AU-2
amended (square | Agreement between Attachment 3
footage and a ATCO Development, a division of ATCO | Attachment
variety of terms) Enterprises Ltd. and Canadian Ultilities 6.2-A

Limited, as of March 1, 1987.

Pages 1-53 of
82

Lease assigned to | Assignment of Lease between ATCO | N/A

the new building Development and BM Pension Realty “2”

owners Inc., dated March 31, 1987.

Lease was Renewal of Lease between BM Pension | IW-AU-2
renewed Realty “2” Inc. and Canadian Utilities Attachment 1

Limited, dated February 1, 2002.

Term for the Sublease Agreement between Canadian | IW-AU-3
Sublease Utilities Limited and ATCO Gas, as of Attachment 1
arrangement for April 1, 2002. TAB 6.2 (8-1)
ATCO Gas was Pages 1-39
extended to of 39
November 30,

2008

Term for the Sublease Agreement between Canadian | IW-AU-3
Sublease Utilities Limited and ATCO Electric Ltd., | Attachment 2

arrangement for
ATCO Electric was
extended to
November 30,
2008

as of April 1, 2002.

Leases and
subleases were
assigned to the
new building
owners

Assignment _of Leases (Edmonton)
between EDCAL (2002) Holdings Limited
and BM Pension Reality “2” Inc., as of
April 2, 2002.

IW-AU-2
Attachment 2

Sublease was
amended (square

Sublease Amending Agreement between
Canadian Utilities Limited and ATCO

IW-AU-3
Attachment 2

ATCO Utilities 2005 — 2007 Common Matters Filing
Information Response No. 1 to AEUB

Application No. 1407946
Date Submitted: December 15, 2005
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Reason Agreement Reference
footage) Electric Ltd., dated December 1, 2002. Section 31 -
Attachment 3
Pages 38-41
of 46
Sublease was Sublease Second Amending Agreement | IW-AU-3
amended (square | between Canadian Utilities Limited and Attachment 2
footage) ATCO Electric Ltd., dated August 1, Section 31 -
2003. Attachment 3
Pages 42-45
of 46
Sublease was Sublease Amending Agreement between | IW-AU-3
amended (square | Canadian Utilities Limited and ATCO Attachment 1
footage) Gas, dated August 1, 2003. TAB 6.2 (8-2)
Pages 1-4 of
4
Clause added for | Addendum and Amending Agreement IW-AU-3
compliance with between Canadian Utilities Limited and Attachment 1
the ATCO Inter- ATCO Gas, as of October 31, 2003. TAB 6.2 (8-3)
Affiliate Code of Page 1 of 1
Conduct
Clause added for Addendum and Amending Agreement IW-AU-3
compliance with between Canadian Utilities Limited and Attachment 2
the ATCO Inter- ATCO Electric Ltd., as of October 31, Section 31 -
Affiliate Code of 2003. Attachment 3
Conduct Page 46 of 46

(b)  The ATCO Centre is currently owned by EDCAL (2002) Holdings Limited.

The Canadian Utilities pension fund and the ATCO Structures pension fund are
minority shareholders of EDCAL (2002) Holdings Limited and were minority
shareholders of the previous owner of the building (BM Pension Realty”2” Inc.).

ATCO Utilities 2005 — 2007 Common Matters Filing Application No. 1407946
Information Response No. 1 to AEUB Date Submitted: December 15, 2005
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