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ECONOMIC FEASIBILITY 

 

METHODOLOGY 

 

1. The overall feasibility of the project has been determined using the methodology that 

adheres to the “Ontario Energy Board Guidelines for Assessing and Reporting on 

Natural System Expansion in Ontario” and as laid out in the Ontario Energy Board’s 

(the “Board’) EBO 188 “Report to the Board” dated January 30, 1998. 

 

2. The economic feasibility has been prepared based on Enbridge Gas Distribution 

Inc.’s (“Enbridge”) feasibility parameters pursuant to the Board’s Decision with 

Reasons in the Enbridge’s EB-2011-0051 Rate application.   

 

3. The economic feasibility of this project has been calculated by discounting the 

project’s incremental cash flows forecast over a 40-year project horizon.  The 

resulting Net Present Value (“NPV”) represents both the economic feasibility of the 

project from the utility’s perspective and its effect within the Rolling Project Portfolio.  

An NPV greater than zero indicates the project will have a positive contribution to the 

Rolling Project Portfolio and will be feasible from a utility cash flow perspective.   
 

4. The project’s upfront capital cost is estimated to be $5.3 million which includes 

mains, contingencies, and overhead costs.  The construction period is assumed to 

be five months.  

 
5. Three additional construction phases are planned in 2014, 2015, and 2019.  The 

capital costs, including contingencies and overheads for these phases are estimated 

at $1.0 million, $1.9 million, and $1.8 million, respectively.  The detailed capital cost 

breakdown is provided in Exhibit C, Tab 2, Schedule 1.  Service costs of                     

$14.2 million have been included in the feasibility analysis. 
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SUMMARY 

 

6. The results of the feasibility analysis indicate a Profitability Index of 1.37, indicating 

the project is feasible and can be approved by the Board on the basis of this 

analysis. 

 
7. A summary of the inputs and results of the feasibility are included on page 3, while 

pages 4 to 7 show detailed feasibility parameters and results.  
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SUMMARY OF INPUTS 
  
Number of Residential Customers 7,185
Number of Commercial Customers 239
Total Number of Customers 7,424
  
Annual Volumes (103m3)  
Rate 1 18,200
Rate 6 24,854
Total 43,053
  
  
CAPITAL INVESTMENT  
 

 
 

Reinforcement Main (2012) 
 

$5,347,801

Future Mains  (2014, 2015, 2019) $4,447,299
 
Station (2015) $274,845
 
Services 
 

$14,227,009

Total $24,296,954
  
  
 
SUMMARY OF RESULTS 
 
Net Present Value (40 years) $7,689,736

Profitability Index (40 years) 1.37

Customer Contribution $0.0

 
 

 



APPENDIX 1

ECONOMIC FEASIBILITY STUDY

FOR A CUSTOMER REVENUE HORIZON OF 40 YEARS

Alliston 
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Col. 1 Col. 2
Line No. Description

FEASIBILITY PARAMETERS

1. Discount Rate 5.56%
2. CCA Rate 6.00%
3. Tax Rate 28.25%
4. Municipal Tax rate 0.60%
5. Capital Tax Rate 0.00%

6. Customer Revenue Horizon (Years) 40                          
7. Annual Volumes (m3) 43,053,253            
8. Annual Distribution Revenues (Dollars) 5,739,784              
9. Annual O&M (Dollars) 549,204                 

10. Capital Investment (Dollars) 24,296,954            

Working Capital 
11. O&M (Lead days) (26.10)                    
12. Commodity (Lag days) 5.80                       

                                     Parameters and Results                                      
Economic Feasibility - 40 Year Horizon

Alliston 

FEASIBILITY RESULTS

13. Net Present Value (Dollars) 7,689,736              
14. Profitability Index 1.37                       
15. Customer Contribution in Aid of Construction (Dollars) -                         
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