
November 12, 2010  

Ontario Energy Board 
P.O. Box 2319 
2300 Yonge Street 
27th Floor 
Toronto, ON  M4P 1E4 
Attention: Ms. Kirsten Walli, Board Secretary 
 
Dear Ms. Walli: 
 

Re: Combined PILs Proceeding, EB-2008-0381 
 
On September 30, 2010, the parties in the above noted proceeding filed a proposed Settlement 
Agreement.  On November 4, 2010, the Board requested that the Parties submit additional 
information. 
 
Board Question 1.1 
ENWIN has been assessed for PILs for each tax year 2001 through 2005 by the Ministry of 
Finance Corporations Tax Branch.  ENWIN filed this evidence on December 15, 2008. 
 
Board Question 1.2 
ENWIN has received confirmation from its auditors, KPMG, that the tax years 2001 through 2005 
are now statute-barred insofar as ENWIN is concerned.  KPMG has advised ENWIN that it is 
subject to four year reassessment periods from the date of the original assessments and these 
periods have all elapsed.  The exception would be if there were fraud or negligence issues and 
there are none. 
 
Board Question 2 
ENWIN, CCC and SEC have discussed the Board’s question in respect of the proposed 
settlement of Issue #4.  ENWIN has developed this response in consultation with CCC and SEC 
to ensure that it reflects the Parties common understanding. 
 
There was some confusion as to the proper accounting for Regulatory Assets in the 2001-2005 
period, and that confusion had the potential to affect both Account 1562 and PILs loss carry 
forwards (LCF).  The way ENWIN accounted for Regulatory Assets was not the same as the way 
the parties have ultimately settled this issue in this proceeding.  The accounting method used by 
ENWIN essentially resulted in the "storing" of LCF for future use.    
   
In coming to settlement in the 2006 EDR, the parties, not realizing the impacts on past PILs, 
calculations, erroneously treated those LCFs as being available to offset 2006 regulatory 
taxable income.  It was therefore decided that the value of those LCFs should be applied 
against 2006 rates, which resulted in a benefit to the ratepayers.    
 
If in the 2001-2005 period ENWIN had followed the methodology now being agreed to as part of 
the PILs settlement, there would have been no LCFs available in 2006, and no benefit to 
ratepayers in the 2006 EDR settlement. 
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This benefit is determined by comparing ENWIN's 2006 EDR PILs model with Regulatory Assets 
included and with Regulatory Assets removed.  To remove the Regulatory Assets, 3 
adjustments are made to the 2006 EDR PILs model: 
 

1) Remove the change in Regulatory Assets from the Test Year Taxable Income (T2S1), 
2) Remove the CCA associated with the transition costs, and 
3) Remove the LCF deduction. 

 
The delta between a) the 2006 EDR PILs model with Regulatory Assets included that was used 
for ratemaking and settlement purposes during the 2006 EDR and b) the 2006 EDR PILs model 
with Regulatory Assets removed as set out above, is $3,394,854.  These 2 model runs and the 
delta calculation are enclosed. 
   
The PILs settlement protects the integrity of the 2006 EDR settlement by allowing ENWIN to 
recover the erroneous ratepayer benefit of $3,394,854, so that all parties end up in the same 
position as they would have been in had the original accounting for Regulatory Assets by ENWIN 
been consistent with the methodology now being agreed to by the parties. 
 
Yours very truly, 
 
ENWIN Utilities Ltd. 

 
Per: Andrew J. Sasso  
 

mailto:regulatory@enwin.com


 
 
 
 
 
 
 
 
 
 

Calculation of $3,394,854 



EnWin Utilities
EB-2008-0381
November 12, 2010

Settlement for Issue #4

2006 EDR 2006 EDR Tax
Approved Tax Model Model with Regulatory 

Assets Removed Difference

INCLUSION IN RATES:

Income Tax (grossed up) 3,448,991                 -                                   3,448,991  
Ontario Capital Tax (grossed up) 490,580                    490,580                       -                
LCT (grossed up) 138,633                    192,769                       (54,136)     

4,078,204                 683,349                       3,394,855  

This calculated difference in taxable income is made up of:

T2S1 adjustment to remove addback of change in regulatory assets (1,295,614)                   

Remove CCA related to transition costs 5,909,165                    

Remove application of Loss Carry Forwards (LCF) 1,486,159                    

6,099,710                    

EnWin, CCC and SEC have settled a grossed-up tax amount of $3,394,854 with respect to Issue #4 that 
forms part of the PILs continuity schedule.  This amount was calculated as the delta between the 2006 
EDR tax model and the recalculated 2006 EDR tax model with regulatory assets removed.  The difference 
between the PILs provision in the 2 models is shown below.

This change was a result of a change to taxable income.  The approved 2006 EDR taxable income was 
$0.  The revised model to remove the effects of regulatory assets shows a taxable income of $6,099,710.



 
 
 
 
 
 
 
 
 
 

2006 EDR Tax Model with 
Regulatory Assets Included 

























































 
 
 
 
 
 
 
 
 
 

2006 EDR Tax Model with 
Regulatory Assets Removed 


































































