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Deferred Payments in Lieu of Taxes — Account 1562

London Hydro is requesting Board approval for disposition of its re-calculated balance of
Deferred Payments in Lieu of Taxes, account 1562 in the amount of $338,275 in accordance

with the Board’s Decision on this matter, EB-2008-0381.

The enclosed evidence, recalculations and submissions filed in support of this disposition are in
accordance with the decisions made during the course of the combined proceeding EB-2008-
0381 including the use of the updated SIMPIL models as filed by Halton Hills in that

proceeding.

The following tables and analysis summarize the adjustments and recalculations resulting from
the utilization of the updated SIMPIL models and the decisions made in the combined
proceeding EB-2008-0381.

Summary of Adjustments — Original Filings to Recalculated Filing

Original Recalculated
Balances Filed| Balances Using
Through Board| Halton Hills
Approved Rate | Revised SIMPIL
Decisions and | Models from

SIMPIL RRR | Board Decision Adjustments

Account 1562 Reconciliation Filings EB- 2008-0381 Required ltem #
4 4

Board-approved PILs tax proxy from Decisions -2001to 2005 (§ 32,414423|$ 32,271,014 § (143,409) 1

True-up Variance Adjustment Q4, 2001 52,250 f 15,545 [ (36,705) 2

True-up Variance Adjustments - 2002 to 2005 (1,088,763) f (1,031,978) [ 57,785 3

Deferral Account Variance Adjustment Q4, 2001 - [ f

Deferral Account Variance Adjustments - 2002 to 2005 (710,837) f (998,695) [ (287,858) 4

Carrying charges - 2001 to April 30, 2006 527,925 t 593,288 [ 65,363 5

PILs billed to {(collected from)} customers (30,476,788) [ {30,479,120) f (2,332) 6

Carrying charges - May ,2006 to April 30, 2012 f (31,780) [ (31,780) 7

Ending balance as at Aprﬁ 30, 2012: $ 717,210 & 338,275| § (347,155)
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Reasons for Adjustments

Item # 1 — Board approved PILs tax proxy from Decisions — 2002 to 2005

The Board approved PILs proxy amount for 2001 Q4 was $2,128,441 as determined using the
original SIMPILS model for that calculation. As instructed by the Board, London Hydro utilized
the revised model submitted by Halton Hills in EB-2008-0381 which resulted in formula and rate
calculation corrections to the Large Corporations Tax (LCT) amount and the Ontario Capital Tax
(OCT) amount. LCT was reduced by $37,251 and OCT was increased by $1,041. Details of
these calculations are contained in the original and revised SIMPIL models submitted with this
application, and summary of adjustments are illustrated below in Table 1 and Table 2 of this

submission.

The net adjustment of ($36,210) for the quarter results in an annualized monthly amount of
($3,017.50) for each month during which the 2001 PILs proxy was approved for recovery. The
2001 PILs proxy was approved for recovery for the period January 1, 2002 until March 31, 2004.

The total adjustment for this corrected item is 27 months X ($3,017.50) = ($81,472.50)

The remaining portion of this Item # 1 adjustment in the amount of ($61,936.50) is composed of
an adjustment in 2006 for the elimination of the LCT in the amount of $185,811 X 4/12 as
shown in Table 2 and as detailed in the original and recalculated SIMPILS models submitted.

Item # 2 — True up variance adjustment Q4 - 2001

In the Boards SIMPIL models utilized in the filing of the rate application in RP-2002-0093/EB-
2002-0102, the models instructed London Hydro to make a deferral account entry for Future
True- up (post 2002) in the amount of $52,250. Utilizing the revised models submitted by
Halton Hills in the recalculation of the Q4 true-up variance adjustment indicates that the original

true-up amount of $52,250 is the value of true-ups prior to the calculation of the tax effect.

In the revised Halton Hills model, the tax effect value has been calculated to be $15,545, which
is the value that should be utilized for the deferral account entry. Details of the original and

revised calculations are as submitted in the original and revised SIMPILS models.



The correction of this error results in an adjustment of ($36,705)

- Ttem# '3":True"up"variance“a‘djustments'2002“-"2005"“ TooTTTh o
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In the following two illustrations taken from Tables 3 and 4 of this submission, London Hydro

provides details of the original and revised true-up variance adjustment amounts for the period

2002 to 2005.

True-up variance adjustments as calculated using original SIMPIL filing models and as

illustrated below from Table 3.

Total 2002 -

True-up variance adjustments as filed 2002 2003 2004 2005 2005
Total future true-ups before tax effect S (572,294} 5 [359,294)] 5 ({4,018,494)] § 3,246,244 | 5 (1,703,838)
Income Tax Rate (excluding surtax} 37.50% 37.50% 35.00% 36.12%

Income Tax Effect on True-up adjustments 5 (24,6000 5 (134,735)] $ (1,406,473)] 5 1,172,543} 5 (583,275)
Less: Miscellaneous tax credits $ 11,098 5 - |5 111,098
Total incame tax on true-ups $ (1,517,571 § 1,172,543 | §  (345,028)
Income Tax Rate used for gross-up {exclude surtax) 37.50% 37.50% 35.00% 35.00%

TRUE-UP VARIANCE ADJUSTMENT - AS FILED $ {343,376)| S (215,575” $ {2,334,724) $ 1,803,913 | 5 (1,089,764)

True-up variance adjustments as recalculated using Halton Hills revised SIMPILs models and as

iHustrated below in Table 4

Total 2002 -
True-up variance adjustments - recalculated 2002 2003 2004 2005 2005
Total future true-ups before tax effect as filed S (572,294)| $ (359,294)| S (4,018,494} 5 3,246,244 | § (1,703,838)
Adjustmen rection
Removal of regulatory asset movements from true-ups s - 5 - $ 3,745,200 5(3,154,000)| 591,200
Non-deductible company pension plans removed from true ups $ (365000)] §  (365,000)
Revised and corrected future true ups before tax effect 5 {572,294)] § (359,204 & (273,294)] § (272,756)| & (1,477,638)
Income Tax Rate {excluding surtax) 38.62% 36.62% 36.12% 36.12%
Income Tax Effect an True-up adjustments $ (221,020 § (131,573)| (98,714} $ (98519) $  (549,827)
Less: Miscellaneous tax credits $ 113,098 % - s 111,098
Total income tax on true-ups $ (209812)| § (98,519)| § (308.331)
Income Tax Rate used for gross-up {exclude surtax) 37.50% 35.50% 35.00% 35.00%
TRUE-UP VARIANCE ADIUSTMENT - RECALCULATED $ (353,632)] $ (203,990M $ (322,787} S (151,568)] $ (1,031,978)]

For the period 2002 and 2003 true-up variance adjustments result from the utilization of revised

tax rates that have been adjusted to exclude the corporate surtax.
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For the year 2004, the revised true-up calculation results from the removal of $3,745,200 from
true-up amounts related to regulatory asset movements that was included in the original SIMPILs

model filing as a true-up item.

For the year 2005, the revised true-up calculation results from:
e The removal of ($3,154,000) from true-up amounts related to regulatory asset
movements that was included in the original SIMPILs model filing as a true-up item.
e The removal of $365,000 for non-deductible company pension plan amounts, excluded

from the original SIMPILs filing model

The detailed calculations of these adjustment amounts are as presented in the original and revised
SIMPILs models filed with this application.

The net adjustment to account 1562 for these corrections is $57,785.

Item # 4 — Deferral account variance adjustments 2002 - 2005
Utilization of the Halton Hills revised filing models has resulted in an adjustment of ($287,858)
in deferral account variance amounts. This adjustment occurs in the year 2003 only, and results

from changes in tax rate arnounts.

The details of the original and revised calculations are illustrated in Table 5 and Table 6 below

and in the original and revised SIMPILs models filed with this application.

Item # 5 — Carrying Charges 2001 to April 30, 2006
After utilizing the Halton Hills revised filing models and processing the resulting adjustments as
highlighted in Items 1 to 4 above, the corrected interest calculations have been recalculated in

PILs account 1562 as detailed below in Tables 7, 8, 8.1, 8.2, 8.3, 8.4, and 8.5.

The net effect of these recalculations is $65,363.
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Item # 6 — PILs billed to or collected from customers
Due to the timing of the original 2005 SIMPILs model filing, PILs recoveries were still being
collected through late billings, billing adjustments and certain unbilled amounts. The revised

filing at this time reflects additional recoveries in the amount of ($2,333) for the period July

2006 to December 2006 that London Hydro was not able to reflect in the original filing.

Details of all recovery amounts are presented in Tables 9.1, 9.2, and 9.3

Item # 7 — Carrying Charges May 1, 2006 to April 30, 2012
Total interest calculated for the period May 1,2006 to April 30, 2012 in the amount of ($31,780)
is as detailed in Tables 7, 8, 8.1, 8.2, 8.3, 8.4, and 8.5. These calculations and amounts were not

a component of the original SIMPILs filing.
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Table 6 — Deferral Account Variance Adjustments — Adjusted Amounts For 2003

IV b) Calculation of the Deferral Account Variance 2003 2003
caused by changes in legislation 2003 as filed|recalculated| Changes
REGULATORY TAXABLE INCOME /(LOSSES) (as reported in the

initial estimate column} 9,283,414 9,283,414 0
REVISED CORPORATE INCOME TAX RATE 38.62% 36.62% -2.00%
REVISED REGULATORY INCOME TAX 3,585,254 3,399,585 {185,668)
Less: Revised Miscellaneous Tax Credits 0 0 0
Total Revised Regulatory Income Tax 3,585,254 | 3,399,586 {185,668)
Less: Regulatory Income Tax reported in the Initial Estimate

Column (Cell C58) 3,585,254 | 3,585,254 0
Regulatory Income Tax Variance 0 {185,668) (185,668)
Ontario Capital Tax

Base 174,041,606 | 174,041,606 0
Less: Exemption from tab Tax Rates, Table 2, celi C39 5,000,000 5,000,000 0
Revised deemed taxable capital 169,041,606 169,041,606 0
Rate - Tab Tax Rates cell C54 0.3000% 0.3000% 0.00%
Revised Ontario Capital Tax 507,125 507,125 0
Less: Ontario Capital Tax reported in the initial estimate column

(Cell C70) 507,125 507,125 0
Regulatory Ontario Capital Tax Variance {0) {0) 0
Federal LCT

Base 174,041,606 | 174,041,606 0
Less: Exemption from tab Tax Rates, Table 2, cell C40 10,000,000 | 10,000,000 0
Revised Federal LCT 164,041,606 164,041,606 0
Rate (as a result of legislative changes) tab Tax Rates' cell C51 0.2250% 0.2250% 0.00%
Gross Amount 369,094 369,094 0
Less: Federal surtax 103,975 103,975 0
Revised Net LCT 265,119 265,119 0
Less: Federal LCT reported in the initial estimate column (Cell C82) 265,119 265,119 0
Regulatory Federal LCT Variance {0) {0) 0
Actual Income Tax Rate used for gross-up (exclude surtax) 37.50% 35.50% -2.00%
Income Tax (grossed-up) {0) {287,858) (287,858}
LCT (grossed-up) 0 0 0
Ontario Capital Tax {0} {0) 0
DEFERRAL ACCOUNT VARIANCE ADJUSTMENT {0) (287,858)] (287,858)]
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