
 
 

 
320 QUEEN STREET, PO BOX 70 CHATHAM, ONTARIO N7M 5K2 

  PH (519) 352-6300 FX (519) 351-4059 

WWW.CKHYDRO.COM 

 
February 9, 2012 

 
Ms. Kirsten Walli 
Ontario Energy Board 
PO Box 2319 
27th Floor, 2300 Yonge Street 
Toronto, Ontario M4P 1E4 
 
 
Re: Final Disposition of Account 1562 Deferred Payments in Lieu of Taxes  
 Board File No.: EB-2012-0059 

 
 
Dear Ms. Walli,  
 
Please find enclosed our application for final disposition of Middlesex Power Distribution Corp – 
Newbury’s Account 1562 Deferred Payments in Lieu of Taxes.   
 
If you have any questions or concerns regarding this application, please do not hesitate to 
contact me at (519) 352-6300 ext 243 or via email at: regulatory@ckenergy.com. 
 
Regards,  
 
[Original Signed By] 
 
Andrya Eagen 
Senior Regulatory Specialist 
Phone: (519) 352-6300 Ext. 243 
Email: andryaeagen@ckenergy.com 
 
CC:  Dan Charron, President of Chatham-Kent Hydro 
 Chris Cowell, Chief Financial and Regulatory Officer 
 David Ferguson, Director of Regulatory Affairs and Risk Management 
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Introduction 
 
On December 16, 2012, the Board approved the amalgamation of Chatham-Kent Hydro Inc. (“CKH”) and 
Middlesex Power Distribution Corp. (“MPDC”).  Subsequently, on January 20, 2012, the electrical 
distribution licence of CKH was updated to include MPDC’s former service territories and MPDC’s licence 
was cancelled.  CKH therefore submits this application on behalf of MPDC – Newbury. 

 
Basis for Application 
 
On November 28, 2008, the Board initiated a combined proceeding on its own motion (EB-2008-0831) 
to determine the accuracy of the final account balances with respect to ‘Account 1562 Deferred 
Payments in Lieu of Taxes’ for the period of October 1, 2001 to April 30, 2006 (“Affected Period”).  The 
Board determined that ENWIN Utilities Ltd., Halton Hills Hydro Inc., and Barrie Hydro Distribution Inc. 
should provide their specific evidence on the disposition of account 1562.   
 
On June 24, 2011, the Board issued its decision in the EB-2008-0831 proceeding, in which the Board 
stated: 
 

“Each remaining distributor will be expected to apply for final disposition of account 1562 with 
its next general rates application (either IRM or cost of service). If the distributor files evidence in 
accordance with all the various decisions made in the course of this proceeding, including the use 
of the updated model referenced above and certifies to that effect, the distributor may expect 
that the determination of the final account balance will be handled expeditiously and in a largely 
administrative manner. 

 
On August 2, 2011, the Board issued a letter with respect to the process and deadlines for 2012 IRM 
applications. This letter established a filing deadline of November 25, 2011 for MPDC, for an IRM 
application to include rates for MPDC's three service territories – MPDC – Main, MPDC – Dutton and 
MPDC – Newbury.  
 
In a letter to the Board dated November 16, 2011 (please see Attachment 7), MPDC acknowledged the 
Board’s EB-2008-0381 Combined Deferred PILs decision, and the expectation that distributors would 
apply for the final disposition of Account 1562 Deferred PILs with their next rate applications. However, 
MPDC explained that locating and validating the PILS related pre-acquisition accounting records of the 
three MPDC predecessor utilities was proving challenging.  Subsequently, in a letter to MPDC dated 
November 23, 2011 (please see attachment 8), the Board directed MPDC – Main, MPDC – Dutton and 
MPDC – Newbury to file stand-alone applications for the disposition of Account 1562 by no later than 
April 1, 2012. 
 
With the exception of the disposition of Account 1562, MPDC filed complete IRM applications for MPDC 
– Main, MPDC – Dutton and MPDC – Newbury rates in accordance with the November 25, 2011 
deadline. 
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Background on MPDC Corporate Structure and Recent Changes  
 
On March 24, 2005, Chatham-Kent Energy (“CKE”) submitted MAAD application EB-2005-0255 
requesting Board approval to acquire all shares of the former MPDC. The Board approved this 
acquisition in its Decision and Order issued on June 24, 2005. CKE’s acquisition of MPDC subsequently 
closed June 30, 2005. 
 
On October 15, 2008, Middlesex Power Distribution Corporation (“MPDC”) submitted MAAD 
applications EB-2008-0332 and EB-2008-0350 requesting Board approval to acquire all shares of the 
former Dutton Hydro Inc. and the former Newbury Power Corporation, and to subsequently 
amalgamate both entities into MPDC.  The Board approved these acquisitions and subsequent 
amalgamation in its Decision and Order issued February 9, 2009.  MPDC subsequently closed the 
respective purchase transactions on April 30, 2009.  Since that date, MPDC has been serving the 
distribution areas formerly licensed to each of MPDC, Dutton Hydro Inc. and Newbury Power 
Corporation and has maintained separate rates for each of the three former areas. 

 
On August 31, 2011, Chatham-Kent Hydro (“CKH”), a subsidiary of CKE and an affiliate of MPDC, filed 
MAAD application EB-2011-0328 with the Board seeking leave to amalgamate with MPDC.   
Contemporaneously, CKH and MPDC jointly filed an application for the amendment of the licence of the 
CKH to include all of the MPDC service territories and the cancellation of the licence of MPDC.    On 
December 16, 2011, the Board approved this application.  On January 11, 2012, CKH notified the Board 
that the resolutions of amalgamation of CKH and Middlesex Power Distribution Corp (“MPDC”), dated 
January 1, 2012, had been filed with, and certified by, the Ontario Ministry of Government Services.   
Subsequently, on January 20, 2012 the Board confirmed the amendment of the CKH licence and 
cancelled the MPDC licence. 
 

Application 
 
MPDC – Newbury has located and validated the appropriate financial records with assistance from the 
previous ownership of Newbury Power Inc. (“NPI”), its predecessor public accountant and the Ministry 
of Finance. 
 
MPDC – Newbury now submits herein its application for disposition of Account 1562 Deferred Payments 
in Lieu of Taxes for the period October 1, 2001 to April 30, 2006. 
 
No PILs Included in Rates for the Affected Period 
 
MPDC – Newbury has reviewed the details of rates charged to customers for the Affected Period and 
noted that no PILs adjustments were included in rates nor collected rom customers. This is also noted in 
NPI’s 2006 EDR application, until that time, NPI had not adjusted rates since the original rate unbundling 
in 20011.  Accordingly, no rate making models exist for NPI for the Affected Period.    
 
                                                           
1
 EB-2005-0392, Original Application, Tab 3, Schedule 3-2 
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MPDC – Newbury confirms that no amounts relating to PILs were included in rates, nor collected from 
customers, for the Affected Period.   

 
No PILs Paid During the Affected Period 
 
Per review of the corporate tax returns for the Affected Period and confirmation with the Ministry of 
Finance, MPDC – Newbury confirms that during the Affected Period it had no taxable income and that 
no PILs were paid. 
 
Submission 
 
MPDC – Newbury therefore submits that its Account 1562 Deferred PILs disposition amounts to $nil.  
Accordingly, MPDC – Newbury is seeking an order for final disposition of $nil. 
 
Supporting Evidence 
 
MPDC – Newbury includes the following evidence attachments in support of this application: 
 
Attachment 1: 2001 financial statements, federal and provincial final tax returns 
Attachment 2: 2002 financial statements, federal and provincial final tax returns 
Attachment 3: 2003 financial statements, federal and provincial final tax returns 
Attachment 4: 2004 financial statements, federal and provincial final tax returns 
Attachment 5: 2005 financial statements, federal and provincial final tax returns 
Attachment 6: Decision and Order for EB-2008-0332/EB-2008-0350 
Attachment 7: MPDC – Dutton Letter to Board dated November 16, 2011 
Attachment 8: Letter from Board dated November 23, 2011 
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NEWBURY POWER INC.

AUDITORS’ REPORT
AND FINANCIAL STATEMENTS

DECEMBER 31, 2001



AUDITORS’ REPORT

To the Shareholders of
Newbury Power Inc.

We have audited the balance sheet of Newbury Power Inc., as at December 31, 2001 and the
statements of income, retained earnings and cash flows for the year then ended. These financial
statements are the responsibility of the company’s management. Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform an audit to obtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts in the financial statements. An audit also
includes assessing the accounting principles used and the overall financial statement
presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial
position of the company as at December 31, 2001 and the results of its operations and cash flows
for the year then ended in accordance with Canadian generally accepted accounting principles.

Chatham, Ontario
February 27, 2002 CHARTERED ACCOUNTANTS



NEWBURY POWER INC.

FINANCIAL STATEMENTS

DECEMBER 31, 2001

Statement of income

Statement of retained earnings

Balance sheet

Statement of cash flows

Notes to financial statements

1

2

3

4

5-8



NEWBURY POWER INC.

STATEMENT OF INCOME

YEAR ENDED DECEMBER 31, 2001

SERVICE REVENUE
General
Residential
Street lighting

COST OF POWER

GROSS PROFIT

EXPENSES
Administration
Amortization
Billing and collection
Distribution
Interest on long-term debt

2001 2000

$ 160,247
119,170

4,414
283,831

253,804

30,027

$    45,219
27,718

1,033
73,970

67,162

6,808

INCOME (LOSS) BEFORE OTHER INCOME

OTHER INCOME

NET INCOME (LOSS)

18,443 7,546
11,462 2,783
2,491 1,215

16,738 4,858
3,625

52,759 16,402

(22,732) (9,594)

13,344 5,647

/9~388) $ ~3,947)



NEWBURY POWER INC.

STATEMENT OF RETAINED EARNINGS

YEAR ENDED DECEMBER 31, 2001
2001

BALANCE (DEFICIT), BEGINNING

NET INCOME (LOSS)

BALANCE (DEFICIT), ENDING

(3,947)

(9,388)

(13,335)

2000

$

(3,947)

~; (3~947)



NEWBURY POWER INC.

BALANCE SHEET

DECEMBER 31, 2001

ASSETS

CURRENT ASSETS
Cash
Accounts receivable (note 3)
Deferred charges
Prepaid expenses

2001 2000

CAPITAL ASSETS (note 4)
OTHER ASSETS (note 5)

LIABILITIES

CURRENT LIABILITIES
Accountspayableand accrued charges

LONG-TERMDEBT (note6)

SHAREHOLDERS’ EQUITY

CAPITAL STOCK (note7)
DEFICIT

ON BEHALF OF THE BOARD

$        60,285 $        71,182
46,217 44,134
5,200 5,200
3,270 1,840

114,972 122,356

179,933 186,845
7,944 8,844

~ 302~849 ~ 318~045

$ 50,558 $    56,366

100,000 100,000
150,558 156,366

165,626 165,626
(13,335) (3,947)
152,291 161,679

~ 302~849 $ 318~045

Director Director



NEWBURY POWER INC.

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2001
2001

CASH PROVIDED BY (USED IN)

OPERATIONS
Net income (loss)

Items not requiring cash:
Amortization

Net change in non-cash working
capital items affecting operations (note 8)

INVESTING
Purchase of capital assets

FINANCING
Proceeds from issuance of common shares

INCREASE (DECREASE) IN CASH POSITION

CASH POSITION, BEGINNING

CASH ACQUIRED IN ASSET TRANSFER

CASH POSITION, ENDING

$ (9,388) $

11,463
2,075

(9,321)
(7,246)

(3,651)

(10,897)

71,182

601285

4

2000

(3,947)

2,783
(1,164)

13,275
12,111

(4,383)

10

7,738

63,444

711182



NEWBURY POWER INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2001

1. NATURE OF ACTIVITIES

The company, incorporated January 12, 2000 under the laws of Ontario, operates a hydro electric
power distribution company. Pursuant to an agreement dated September 30, 2000, specified
assets and liabilities of Newbury Hydro were transferred to the Company and the Company
began the business of distribution of hydro services.

2. SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared by management in accordance with Canadian
generally accepted accounting principles for government organizations. The significant
accounting policies are as follows:

CASH
Cash may consist of amounts on deposit plus term deposits with maturity dates less than one
year.

CAPITAL ASSETS
Amortization of capital assets is calculated using the straight-line method, based on the estimated
useful life of the asset, as follows:

Distribution system - overhead
Distribution system - underground
Line transformers
Meters
Office equipment

25years
25 years
25 years
25 years
10 years

INCORPORATION COSTS
Amortization is calculated on the straight-line method over 10 years.

REVENUE
Revenue is recorded when power is consumed.



NEWBURY POWER INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2001

6

2. SIGNIFICANT ACCOUNTING POLICIES (cont’d)

USE OF ESTIMATES

The preparation of financial statements in accordance with Canadian generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of certain assets and liabilities at the date of the financial statements and the
reported amounts of certain revenue and expenses during the year. Actual results could differ
from these estimates.

3. ACCOUNTS RECEIVABLE 2001 2000

Electrical energy $    37,258 $    31,321
Sundry 7,353 6,130
GST 1,606 6,683

$ 46~217 ~    44~134

4. CAPITAL ASSETS 2001 2000

Accumulated
Cost Amortization Net Net

Distribution system - overhead
Distribution system - underground
Line transformers
Meters
Office equipment

$      135,788 $       40,683 $        95,105 $      100,612
41,445 8,911 32,534 34,144
53,394 18,248 35,146 37,283
18,413 5,630 12,783 13,520
7,091 2,726 4,365 1,286

256,131,, ~; 76,198 ~; 179~933 ~; 186,845



NEWBURY POWER INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2001

5. OTHER ASSETS 2001 2000

Incorporation costs ~ 7~944 ~; 8~844

6. LONG-TERM DEBT 2001 2000

7.25% Note payable in annual instalments, due June 2016$ 100~000 ~ 100~000

7. CAPITAL STOCK 2001 2000

AUTHORIZED

Unlimited common shares without par value

ISSUED

165,626 common shares $ 165~626 $ 165~626



NEWBURY POWER INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2001

8. STATEMENT OF CASH FLOWS 2001 2000

a)    Change in Non-cash Working Capital Balances
The net change in non-cash working capital balances related
to operations is represented by the following:

Accounts receivable
Unbilled revenue
Deferred charges
Prepaid expenses
Accounts payable and accrued charges
Other assets
Less working capital acquired September 30, 2000

b)    Interest Received
Interest on short-term investments

(29,397)
27,313

(1,430)
(5,807)

1 ~021 $

(16,820)
(27,313)

(5,2oo)
(1,840)
56,365
(8,844)
16,927

13~275

544
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2002 Supporting Documentation 
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2003 Supporting Documentation 
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Attachment 4 
2004 Supporting Documentation 
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Attachment 6 
Decision and Order for 

EB-2008-0332/EB-2008-0350 



 
Ontario Energy 
Board 

Commission de l’Énergie  
de l’Ontario 

 
 

EB-2008-0332 
EB-2008-0350 

 
 
IN THE MATTER OF the Ontario Energy Board Act, 1998, 
S.O. 1998, c.15, Schedule B; 
 
AND IN THE MATTER OF an application by Middlesex 
Power Distribution Corporation under section 86(2)(a) of the 
Ontario Energy Board Act, 1998 seeking an order for leave 
to acquire Dutton Hydro Limited and Newbury Power Inc.;  
 
AND IN THE MATTER OF an application by Middlesex 
Power Distribution Corporation under section 74 of the 
Ontario Energy Board Act, 1998 seeking an order to amend 
Middlesex Power Distribution Corporation’s distribution 
licence; 
 
AND IN THE MATTER OF a request by Middlesex Power 
Distribution Corporation under section 77(5) of the Ontario 
Energy Board Act, 1998 seeking the cancellation of the 
distribution licences of Dutton Hydro Limited and Newbury 
Power Inc.  
 
 
BEFORE:  Pamela Nowina 
  Vice-Chair and Presiding Member 
 
  Paul Vlahos 
  Member 
 
  Paul Sommerville 
  Member 
 
 

DECISION AND ORDER 
 
 



 - 2 - Ontario Energy Board 
 

Middlesex Power Distribution Corporation (“Middlesex Power” or the “Applicant”), a 
licensed electricity distributor, filed an application with the Ontario Energy Board, 
received on October 15, 2008, under section 86(2)(a) of the Ontario Energy Board Act, 
1998, S.O. 1998, c. 15 (Schedule B) (the “Act”), seeking leave to acquire Dutton Hydro 
Limited (“Dutton Hydro”) and Newbury Power Inc. (“Newbury Power”).  The Board has 
assigned file number EB-2008-0332 to the application to acquire Dutton Hydro and file 
number EB-2008-0350 to the application to acquire Newbury Power.  Pursuant to its 
power under section 21(5) of the Act, the Board will consider these applications together 
through a consolidated hearing. 
 
Middlesex Power has requested, under section 77(5) of the Act, that the electricity 
distribution licenses of Dutton Hydro and Newbury Power be canceled and, pursuant to 
section 74 of the Act, that its distribution licence be amended to include in its service 
area the areas currently served by Dutton Hydro and Newbury Power.  The closing date 
for the proposed transactions is March 31, 2009. 
 
 
THE APPLICATION 
 
Middlesex Power is wholly owned by Chatham-Kent Energy Inc.  The Municipality of 
Chatham-Kent and Corix Utilities own 90% and 10% of the shares of Chatham-Kent 
Energy Inc. respectively.  Dutton Hydro is wholly owned by the Municipality of 
Dutton/Dunwich.  The Village of Newbury holds 80% of the shares of Newbury Power, 
and Newbury Community Services owns 20% of the shares of Newbury Power.  
Middlesex Power, Dutton Hydro, Newbury Power and their respective shareholders are 
parties to the proposed transaction. 
 
Upon completion of the proposed transactions, Middlesex Power will purchase 100% of 
the issued and outstanding shares of Dutton Hydro and Newbury Power and the two 
electrical distribution companies will be merged into Middlesex Power.  
 
Middlesex Power has stated that the proposed acquisitions will improve the reliability 
and quality of electricity service for Dutton Hydro and Newbury Power customers and 
will result, over the long term, in lower rates than would otherwise be the case if the 
utilities remained as stand alone entities.   
 

  
 



 - 3 - Ontario Energy Board 
 

Middlesex Power states that the purchase price for acquiring shares of Dutton Hydro is 
expected to be approximately $490,000.  The purchase price for acquiring shares of 
Newbury Power is approximately $163,350.  Middlesex Power expects to incur 
approximately $45,000 in transaction costs to complete the proposed transactions. 
Middlesex Power states that as part of its transaction with the Village of Newbury, it 
expects to pay an amount of $71,000 which represents a Long Term Note payable to 
The Village of Newbury.  This amount will be paid upon completion of the proposed 
transaction.   
 
Currently, the rates charged for the delivery of electricity to customers in Middlesex 
Power, Dutton Hydro and Newbury Power service areas are not equal.  The application 
states that Middlesex Power will seek to harmonize rates within five years from the date 
of closing the proposed transactions.  The Board Report on Ratemaking Associated 
with Distributor Consolidation (EB-2007-0028) (the “Board Report”) permits a merged 
utility to forego rebasing for a period of five years following the closing date of the 
transaction.  Middlesex Power states that it plans to file for rate rebasing on a merged 
basis in 2014. 
 
 
THE PROCEEDING 
 
A Notice of Application and Hearing was issued on October 30, 2008 and published on 
November 12, 2008 in the affected service areas as directed by the Board.  No persons 
requested intervenor status in this proceeding. 
 
Procedural Order No. 1, along with Board staff interrogatories, was issued on December 
19, 2008.  The Applicant filed responses to the interrogatories on January 9, 2009. 
 
 
BOARD FINDINGS 
 
The “No Harm” Test 
Section 86(2)(a) of the Act provides that no person, without first obtaining an order from 
the Board granting leave, shall acquire such number of voting securities of a transmitter 
or distributor that together with voting securities already held by such person and one or 
more affiliates or associates of that person, will in the aggregate exceed 20 percent of 
the voting securities of the transmitter or distributor.   
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In determining whether to approve this application, the Board has been guided by the 
principles set out in the Board’s decision in the combined MAADs proceeding (Board 
File Numbers RP-2005-0018/EB-2005-0234/EB-2005-0254/EB-2005-0257).  In that 
decision, the Board ruled that the “no harm” test is the relevant test for purposes of 
applications for leave to acquire shares or amalgamate under section 86 of the Act.  
The “no harm” test consists of a consideration as to whether the proposed transaction 
would have an adverse effect relative to the status quo in relation to the Board’s 
statutory objectives.  If the proposed transaction would have a positive or neutral effect 
on the attainment of the statutory objectives, then the application should be granted.  
The factors to be considered are those set out in section 1 of the Act, namely: 
 

1. to protect the interests of consumers with respect to prices and the adequacy, 
reliability and quality of electricity service; and 

2. to promote economic efficiency and cost effectiveness in the generation, 
transmission, distribution, sale and demand management of electricity and to 
facilitate the maintenance of a financially viable electricity industry. 

 
Middlesex Power provided the following information in support of its application: 

• Dutton Hydro has been found deficient in its compliance with some of the 
standards promulgated by the Electrical Safety Authority.  Through the adoption 
of Middlesex Power’s operating practices and engineering expertise, Dutton 
Hydro will become compliant within a reasonable period of time; 

• Following the proposed transaction, Middlesex Power will make investments to 
reduce system losses, implement Supervising Control and Data Acquisition 
(“SCADA”) systems and provide conservation and demand management 
programs (“CDM”) for the areas currently served by Dutton Hydro and Newbury 
Power; 

• Service levels will be maintained for Middlesex Power customers and improved 
for Dutton Hydro and Newbury Power customers;  

• Middlesex Power’s service centre is situated in the Township of Strathroy-
Caradoc.  The distance between the service centre and the newly proposed 
service areas is 44 km. As such it will not impede Middlesex Power’s ability to 
meet the Board’s service quality indicator guidelines for Dutton Hydro’s and 
Newbury Power’s service areas; 

• The roll out of Middlesex Power’s smart meter solution will also be applied to the 
Newbury and Dutton service areas and will meet the Ministry of Energy’s 
guidelines for installing smart meters by 2010; and 
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• The proposed transaction will enable fixed costs to be allocated over more 
customers, thereby resulting in lower rates for Dutton Hydro and Newbury 
Power’s customers in the long term. 

 
In summary, Middlesex Power states that the proposed transactions will improve the 
reliability and quality of electricity service and will result in lower rates for Dutton Hydro 
and Newbury Power customers over the long term than would be the case if the utilities 
remained stand alone entities.   
 
Based on the evidence in this proceeding, and the Board’s findings elsewhere in this 
decision regarding a proposal for a deferral account and the plan to apply for an 
adjustment in rates for Dutton, the Board concludes that the proposed acquisitions will 
not have an overall adverse effect in terms of the factors identified in the Board’s 
objectives in section 1 of the Act.  Accordingly, the Board finds that the proposed 
transactions reasonably meet the “no harm” test.  
 
Rate Rebasing and Rate Harmonization for the Consolidated Entity 
The Board finds that the Applicant’s proposal to delay rebasing and rate harmonization 
for the consolidated entity for up to five years is acceptable.  This proposal is consistent 
with the Board’s Report referenced above.  However, as discussed below, the Applicant 
is proposing an adjustment to Dutton Hydro’s rates in the near term. 
 
Rate Rebasing Proposal for Dutton Hydro 
Dutton Hydro’s rates have not been adjusted since 2001.  Most distributors updated 
their base distribution rates in 2006 based on an historical test year cost of service 
application.  In the interim period 2002-2005, most distributors received rate 
adjustments related to (among other matters) regulatory asset recoveries and an 
updating of their respective Payments in Lieu of Taxes proxies.  Since 2006, distributors 
that have not rebased based on a future test year application have received rate 
adjustments based on the 2nd generation Incentive Regulatory Mechanism (“IRM”).   
 
In its application, Middlesex Power has proposed to address this matter by proposing to 
file a cost of service application solely for Dutton Hydro based on an historical test year.  
In response to Board staff interrogatory #3, Middlesex Power stated that the proposed 
acquisitions are based on the rationale of providing a safe and reliable system that 
would benefit the customers and the public generally.  Specifically, Middlesex Power 
stated that Dutton Hydro is facing the following issues: 

  
 



 - 6 - Ontario Energy Board 
 

• It is not compliant with certain Electricity Safety Authority standards; 
• It has not been engaged in removing PCB contaminated transformers; 
• It has not generated much information respecting its service quality standards; 

and 
• The line losses are 6.6% which is above the threshold that the Board has 

established as an action level. 
 
Middlesex Power stated that it intends to propose rates for Dutton Hydro’s service area 
at a level that will recover the costs and earn a fair and reasonable return.  Middlesex 
Power further stated that it believes a rate application for Dutton Hydro using the 2006 
EDR model and then implementing the 2nd generation IRM adjustments for 2007, 2008 
and 2009, will provide the necessary financial underpinning to ensure that a safe and 
reliable distribution system is provided to the customers and the community.  This level 
of rates would bring the customers in the Dutton Hydro service area into a position 
comparable to that experienced by consumers in Newbury and Middlesex. 
 
The Board notes that Dutton Hydro submitted a letter dated January 26, 2009 
confirming its intention to submit rate applications in accordance with the proposed rate 
plan above regardless of the outcome of this application.  Therefore, it is reasonable to 
view such rate adjustments in Dutton’s service area as being unaffected by the 
proposed transaction.  Further, the Board makes the following comments.  
 
The Board notes that the Board Report presumes that distributors would have rebased 
in 2006 and would therefore be eligible to participate in the Board’s 2nd generation IRM 
plan (sec. 2.2.1, p.6).  The proposal by Middlesex Power is aimed at rationalizing Dutton 
Hydro’s rates using the identical rate adjustment processes that were used by 
Middlesex Power and Newbury Power over the 2006 to 2009 period.  This would bring 
Dutton Hydro to the same level as the other two service areas so that a rebasing of the 
consolidated entity would be possible in the future.  The proposal does not involve a 
future test year application but is designed to enable the Applicant to deal with the 
technical and financial obligations arising out of the Dutton Hydro service area going 
forward to 2014. 
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The Board notes that this situation is different than the recent amalgamation proceeding 
for PowerStream Inc. and Barrie Hydro Distribution Inc. (EB-2008-0335).  In that 
proceeding one of the distributors had already had rates reset under a cost-of-service 
hearing.  In this case all three entities will have their first rebasing after the 2006 test 
year delayed until 2014. 
 
Deferral Account for Transaction Costs 
Middlesex Power has requested that a deferral account be established to cover the 
transaction costs for the newly merged utility.  In response to Board staff interrogatory 
#4, the Applicant stated that the transaction costs are relatively significant due to the 
small size of Dutton Hydro and Newbury Power and the fact that the majority of the 
transaction costs are fixed.  Middlesex Power further stated that the synergies required 
to create savings on a forward going basis may not transpire in this case.   
 
The transactions are intended to provide the customers of Dutton Hydro and Newbury 
Power with a safe and reliable system while meeting regulatory requirements.  
Consequently, Middlesex Power stated that the customers of Dutton Hydro and 
Newbury Power should share in some of the transaction costs if Middlesex Power does 
not attain additional benefits arising from the consolidation to cover the costs of the 
transactions.     
 
Furthermore, Middlesex Power stated that it will only seek recovery of those transaction 
costs that are over and above any benefits that may be attained through the transaction. 
 
The Board finds that it is appropriate in the specific circumstances of this case to allow 
the Applicant to track the transaction costs related to the acquisition of Dutton Hydro 
and Newbury Power in a deferral account, the disposition of which will be dealt with in a 
future proceeding.  The Board notes that the Board Report indicates that either a 
distributor retains the benefits of consolidation over the deferral period to offset the 
costs or the distributor can apply to recover the costs net of the benefits in rates (sec. 
2.2.2, p.7).  In this case, Middlesex Power has indicated that despite the delaying of the 
rebasing of the consolidated entity for up to five years, benefits may not arise out of this 
transaction.  If however benefits do arise, Middlesex Power will ensure that the costs 
will be offset accordingly when requesting disposition of the deferral account.    
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Middlesex Power may wish to track its transaction costs in Account 1508, Other 
Regulatory Assets, Sub-account MAADs Transaction Costs.  Consideration of the 
disposition of the deferral account will occur in the normal manner in the rate setting 
process.  The Board’s finding that the amounts may be tracked in a deferral account 
should not be construed in any manner or degree as predictive of its authorization to 
dispose of the amounts so tracked in a future proceeding.   For example, the disposition 
of any net costs will consider to what extent the “no harm” test has been reasonably met 
or will be reasonably met.  
 
Net Metering Thresholds 
The current net metering thresholds for Middlesex Power, Dutton Hydro and Newbury 
Power are 368 kW, 19 kW, and 8 kW respectively.  Middlesex Power has submitted that 
there are no special circumstances that warrant using a different methodology to 
determine the net metering threshold.  The Board accepts that there are no special 
circumstances present in this regard and will therefore add together the net metering 
thresholds for Middlesex Power, Dutton Hydro and Newbury Power to determine the net 
metering threshold for the newly merged utility. 
 
 
THE BOARD ORDERS THAT:  
 
1. Middlesex Power Distribution Corporation is hereby granted leave to acquire Dutton 

Hydro Limited and Newbury Power Inc. pursuant to section 86 of the Act.  

2. The Board’s leave to acquire shall expire 18 months from the date of this Decision 
and Order. If the transaction has not been completed by that date, a new application 
for leave to acquire will be required in order for the transaction to proceed.  

3. Middlesex Power Distribution Corporation shall promptly notify the Board of the 
completion of the transaction.  

4. Once the notice referred to in number 3 above has been provided to the Board, the 
Board will amend the electricity distribution licence of Middlesex Power Distribution 
Corporation to include the service areas formerly served by Dutton Hydro Limited 
and Newbury Power Inc.   

5. Once the notice referred to in number 3 above has been provided to the Board, the 
Board will cancel the electricity distribution licences of Dutton Hydro Limited (ED-
2003-0025) and Newbury Power Limited (ED-2002-0526).  
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6. Once the notice referred to in number 3 above has been provided to the Board, the 
net metering threshold for the newly merged Middlesex Power Distribution 
Corporation will be 395 kW.   

 
DATED at Toronto, February 9, 2009 
 
ONTARIO ENERGY BOARD  
 
Original signed by 
 
Kirsten Walli 
Board Secretary 
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November 16, 2011 
 
Ms. Kirsten Walli 
Ontario Energy Board 
PO Box 2319 
27th Floor, 2300 Yonge Street 
Toronto, Ontario M4P 1E4 
 
 
Re: Middlesex Power Distribution Corporation, 2012 IRM3 Application 
 Board File No.: EB-2011-0148, EB-2011-0149, EB-2011-0150 
 
 
Dear Ms. Walli,  
 

On August 2, 2011, the Board issued a letter with respect to the process and deadlines for 2012 
IRM applications.  This letter established a filing deadline of November 25, 2011 for Middlesex 
Power Distribution Corp (“MPDC”), for an application to include rates for MPDC's three service 
territories – MPDC-Main, MPDC-Dutton and MPDC-Newbury.  With the exception of a proposal 
for disposition of Account 1562 Deferred PILs, MPDC expects to file its 2012 IRM application for 
MPDC-Main, MPDC-Dutton and MPDC-Newbury rates by the November 25, 2011 deadline.   
  
With respect to Account 1562 Deferred PILs, MPDC acknowledges that in the EB-2008-0381 
Combined Deferred PILs proceeding decision of June 24, 2011, the Board indicated its 
expectation that distributors would apply for the final disposition of Account 1562 Deferred 
PILs with their next rate applications.  However, an initial lack of historical accounting and 
taxation records has made the determination and validation of the MPDC-Main, MPDC-Dutton 
and MPDC-Newbury Account 1562 balances challenging. 
  
As background, MPDC-Main was acquired by its current owner (Chatham-Kent Energy) on June 
30, 2005, pursuant to approval granted by the OEB in its June 24, 2005 decision in EB-2005-
0255. MPDC-Main subsequently obtained OEB approval (EB-2008-0332 and EB-2008-0350, 
Decision and Order issued February 9, 2009) to acquire, and then amalgamate, MPDC-Dutton 
and MPDC-Newbury.  These transactions were completed on April 30, 2009.  Many of the pre-
acquisition accounting records from the former Middlesex Power, Dutton Hydro and Newbury 
Power utilities that would assist in the respective Account 1562 dispositions have been difficult 
to locate.  We now believe that we have located all available records, and are currently in the 
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process of interpreting and validating these records.  This includes assessing whether additional 
information requirements will be necessary, and, if additional information is required, how we 
might obtain it.  To-date, the process has involved extensive searches of corporate archives, 
numerous information requests to predecessor public accountants and detailed discussions 
with the Ministry of Finance.  Additional information requirements may include further 
inquiries of predecessor public accountants and /or the previous owners of the acquired 
distributors. 
  
In the result, despite diligent effort, we will not be in a position to file for Account 1562 
disposition at the time that the respective 2012 IRM applications are filed. We therefore 
respectfully request that the Board grant an extension to January 23, 2012 for MPDC-Main, 
MPDC-Dutton and MPDC-Newbury to file for disposition of their Account 1562 balances. 
 
If you have any further questions please do not hesitate to contact me at (519) 352-6300, 
extension 558 or davidferguson@ckenergy.com.  
 
Regards, 
 
[Original Signed By] 
 
David C. Ferguson 
Director of Regulatory Affairs & Risk Management 
Phone: 519-352-6300 Ext 558 
Email: DavidFerguson@ckenergy.com 
 
 
cc:  Dan Charron, President of Middlesex Power Distribution Corp. 
 Chris Cowell, Chief Financial and Regulatory Officer 
  
 

mailto:davidferguson@ckenergy.com
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Ontario Energy  
Board  
P.O. Box 2319 
27th. Floor 
2300 Yonge Street 
Toronto ON M4P 1E4 
Telephone: 416- 481-1967 
Facsimile:   416- 440-7656 
Toll free:   1-888-632-6273 

 
Commission de l’énergie 
de l’Ontario 
C.P. 2319 
27e étage  
2300, rue Yonge 
Toronto ON M4P 1E4 
Téléphone:   416- 481-1967 
Télécopieur: 416- 440-7656 
Numéro sans frais: 1-888-632-6273 

 

 
 

      BY E-MAIL  
November 23, 2011 
 
David C. Ferguson 
Director of Regulatory Affairs & Risk Management 
Middlesex Power Distribution Corporation 
351 Frances Street 
Strathroy ON  N7G 2L7 
 
Dear  Mr. Ferguson: 
 
Re: Middlesex Power Distribution Corporation (“MPDC”) 

Applications for Rates - 2012 IRM3 Applications 
Board File Numbers EB-2011-0148, EB-2011-0149, EB-2011-0150 
 

The Board is in receipt of your letter dated November 16, 2011 wherein you requested 
an extension until January 23, 2012 for MPDC-Main, MPDC-Dutton and MPDC-
Newbury (the “Applicants”) to file their respective evidence supporting the disposition of 
account 1562 (PILs) balances.  You indicated that following acquisition and 
amalgamation activity, the Applicants were having difficulty locating the pre-acquisition 
accounting records of the predecessor utilities.  You also indicated that, despite diligent 
effort, the Applicants would not be in a position to file for the disposition of account 1562 
at the time that the respective 2012 IRM applications are filed.  Further, you stated that 
MPDC expects to file the 2012 IRM applications for MPDC-Main, MPDC-Dutton and 
MPDC-Newbury, excluding the disposition of account 1562, by the due date of 
November 25, 2011.    
  
The Board has considered the extension sought by MPDC and has determined that it 
will not grant the extension request.  The Board is of the view that until the impacts of 
disposing of the account 1562 balances are known, the Board cannot provide proper 
notice to the Applicants’ ratepayers of the rate impacts associated with the Applicants’ 
2012 IRM applications.  In light of the Applicants’ post-amalgamation circumstances, 
and in order not to jeopardize a May 1, 2012 implementation date for the other aspects 
of the 2012 IRM applications, the Board directs the Applicants to proceed with filing their 
2012 IRM applications excluding the disposition of account 1562.  The Board directs the 
Applicants to file stand-alone applications, by no later than April 1, 2012, for the 
disposition of account 1562.  
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Please direct any questions relating to this matter to Pascale Duguay, Manager, 
Electricity Rates Applications, at (416) 440-7739 or e-mail 
pascale.duguay@ontarioenergyboard.ca.  
 
Yours truly, 
 
 
Original signed by 
 
John Pickernell 
Assistant Board Secretary 
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