Board Staff Supplemental Interrogatories

Exhibit 10

BoardStaff — 72 s

Consolidation of Corrections and/or Modifications in the Revenue Requirement Work
Form (“RRWF”")

References:

1 Exh 1 — BdStaff # 2;

11 Exh 1 - LPMA # 1(e);
7 Exh 4 - SEC# 30

London Hydro has provided updates to the RRWF in its responses to Board Staff # 2 and
LPMA # 1(e). It appears that an update is required from London Hydro’s response to SEC #
30 with respect to Miscellaneous Revenue. The Board has recently sent a letter to
distributors, dated February 14, 2013, with updated cost of capital parameters to be used in
rates such as those in this application.

Request:

Upon completion of all interrogatories, please provide an update of the RRWF, modifying

the middle column with the updated inputs identified above and such additional updates as

may be required by corrections and/or modifications accepted by London Hydro.

RESPONSE 72

Please find below both a Log of Proposed Correction and Adjustments as well a copy of London
Hydro’s Revenue Requirement Work Form (“RRWF”), reflecting modifications and updates as

accepted by London Hydro.

The Revenue Requirement Work Form (“RRWF”), in excel format, is to be filed as a separate
spreadsheet on the OEB web site (for London Hydro Cost of Service files). London has not
provided an update as to its Bill Impacts as the approximate $83,000 in Base Revenue
Requirement reductions will not be of significant impact to rates (from rates that are already

provided in the Application).



Log of Proposed Corrections and Adjustments

Topic

Description

Referenced

Base Revenue Change

Water Billing Contract

In Original Sept 25, 2012
Application London Hydro
recovery forwater billing
services was $3,950,000. This
correct amountis in fact
53,750,000, a difference of
$200,000 in OMEA,

Board Staff# 35 a) Cost
Recovery

5 201,865 increase

Non-regulated Business Interest
Rate Charge

The 2013 interestrate charged
by regulated company to non-
regulated company (solar-
generation) is to be chargedat 3
percent (Prime Business rate)
OMA reduction of 578,000,

SEC # 30 Affiliate Interest

578,605 decrease

Cost of Capital Parameter
Updatesfor2013 Costof Service
Applications for Rates Effective
May 1, 2013

Return on Equity (Deemed)
established at deemed rate of
5.98%.

OEB Communicate issued on
February14, 2013.

Base Revenue Requirement drop
of $205,222 {with no other
adjustments identified on this
listing)

Notes as to Propose Adjustments:

A) Water Billing Contract (Referenced Board Staff Q #35)

#35. Cost Recovery

References: Exh 4, pp. 77 and 102

In Exhibit 4 the forecast cost recovery from London Hydro’s services provided to the City of
London for water billing is described at p. 77, with a forecast amount of $3,950,000. At p.
102, forecast price is shown at $3,750,000, against an incremental cost of $1,030,000

Corrected cost recovery from Water Billing Services is in fact $3,750,000 and not
$3,950,000 as reflected in the original Application. OM&A adjusted to increase $200,000.




Loss of Water Billing Contract - Impact to OM&A 2013 TEST
Year
$
Cost Recovery from Water Billing Services 3,750,000
Avoidable Cost if LH no longer provides service (1,030,000)
$
Increase in Rate Base 2,720,000

B) Non-Regulated Interest Charge - Response SEC #30

London Hydro concurs that based on the Affiliate relationship code section 2.4.2 “the loan should be
charged at a rate that is no more favourable than what the affiliate would be able to obtain on its own
from the capital markets” and as such has recalculated the “interest” owed from 2010 to the 2013 test
year based on the revised interest rate utilized.

The interest rate charged is variable and will therefore be adjusted on a yearly basis based on the
bank prime rate as posted on the Bank of Canada website. The Prime Business rate over the past 3
years has remained at 3% each month. London Hydro has used the rate as of December, 2012 for
the expected 2013 rate.

Interest is calculated on the Due to/from balance at the end of each year using simple interest to
calculate the interest expense.

As a result of this revised calculations, the 2013 interest charge should be about $128,500 rather than
$50,500. This has an impact of about $78,000.

C) Cost of Capital Parameter Updates for 2013 Cost of Service Applications for
Rates Effective May 1, 2013



The Board has determined that the updated Cost of Capital parameters for 2013
cost of service rate applications for rates effective May 1, 2013 are:

Value for 2013 Cost of Service Applications

Cost of Capital Parameter for May 1, 2013 rate changes
ROE 8.98%
Deemed LT Debt rate 4.12%

Deemed ST Debt rate 2.07%



London Hydro’s Revenue Requirement Work Form (“RRWF”)
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Revenue Requirement Workform

Utility Income
Ling Initial Intemrogatory Par Board
Mo, Particulars il adjuatmants s kaia adjustments s
Dparating Revenues:
1 Distribution Revenus (at $465,770,371 [$83,352) $65,647,013 5- $65,667,019
Proposed Rates)
2 Diher Ravanue i1 §3,357 982 50 §3,397 982 5- 53,397,962
3 Total Operating Revenues ¥69,168.353 i%83,352) $65,045,001 - $E50,085,001
Dparating EXpenass:

4 OMl+A EXpensas $33,844 562 §122,000 am $33,966,562 5- 533,566,562

5 Deprecliation/Amortization 515,788,219 3117961 «©) 315,506,200 - 515,506,200

B Property taves 3- 5- §-

L4 Capial tawss 5- 5- 5- 5- 5-

B Oinar expensa 5- 5- 5-

3 Subtotal [Enes 4 ta 3) 549,632,781 3238981 349,872,762 5- 5406,872, 762
10 Deemed Inlerest Expenss 58,643 455 {515 763) 58,632 667 31,077 558,633 763
1 Total Expenses (lines 9 to 10) E1.236 3224 12 356,505 443 31,007 356,506, 525
12 Adjustment to Retum on Rate 31179861 [%85,5891) $32,050 3264 §32,354

Base associated with Deferrad
PP&E balance as a result of
transition from CGAAP to
MIFRS
13 uitiity iIncome befors Incomse
tanes %10,769,135 (5221,674) 510,547 462 151,341) F10.546,122
14 Income 13NEs (grossed-up) 59344584 [$54,252) $680,231 5- $E80,231
15 utmty nat incoma §9,634,652 {§167,421) §9,667,231 (51,3411 $5,665,591
Moles Other Revenues | Revenue Offsets
i Spechic Service Chames 52,264,982 50 52,754,882 52,754,082
Late Payment Charges $1,133,000 5- $1,133,000 51,133,000
Oiher Distribution Revenwea 3- 5- -
Oher Income and Deguchons 5- 5- 5-
Total Revenue Ofsats 33 397,952 S0 53,397 582 5 - 53,397 SE2

2 Water biling adjustment 200,000 Increase In OMAA
b. Inferest rate adjustment charged to non-regulated business (solar generation)
¢ Requested OES changes fo recording 1575 Account.




Revenue Requirement Workform
o

Rate Base and Working Capital

Rate Base
Line : Initial ; Interragatary : Per Board
No. Particulars Application Adjustments Respanses Adjustments Decision
1 Gross Fixed Assets (average) (3 $421406711 (3471922) $420,934 789 3- 420,934 789
2 Accumulated Depreciation (average) (3] (§194,006,004) 5- (5194 025,004} 3- (§194,026,004)
3 NetFined Assels (average) (3~ 527,380,707 (3471922) $226,508,785 5- 5226,308, 785
4 Allowance for Working Capital (1) 542209550 §13932 542,223,483 5- $42.223483
5 Total Rate Base £9,590.257 (3457 990) §269,132.068 5- §269,132.268
Allowance for Working Capital - Derivation
iy
6  |controlable Expenses 533,844,562 §122,000 §33,966,562 5. $33,966,562
7 |costofPower $335,766,.210 - $335,766,210 §- $335,766.210
8 [Working Capital Base $360,610,772 $122,000 536,732,772 5- 5369732772
9 |Working Capital Rate % @ 142% 0.00% 142% 0.00% 1142%
10 |Working Capital Allowance $42.209550 513932 542 223483 3- $42.723483

Notes
2 Some Applicants may have a unique rate as a result of a lead-lag study. Default rate for 2013 cost of 2erviee applications is 13%.
3 Average of opening and cloging balances for the year.



Particulars

Dstarminabion of Taxabla Incoms

Utillty net Income betore taxes

Amjusiments required i amive at taxakie wilty

Income
Taxahie Incoma

Calecuiation of Uity Incoms Taxes

Incoeme (Enes

Tolal 130es
Gross-up of Income Taes
Grossed-ap INCome TaKes

PlLs | tax Allowante {Gressag-up Income
taees + Capital )

Ortheer tax Crediis

Tax Rafes

Fageral tax %)
Provinclal t2e (%)
Tota tax @i (%)

Interrogatony Par Board
_ Applcalio  Responsss Dsciaion
50,634,553 38,557,231 0,817,045
(56,496, 114) 136,496.114) [56,496.114)
53,338,539 53171117 53,391,831
5696,550 5656,195 $636,155
SEDE558 $656,105 $555,105
5237326 5224035 5724 035
5534454 5830.231 5530.331
5534.454 5880.231 5E30,231
[5153,237) [E153.257) {$153.257)
15.00% 15.00% 15.00%
10.45% 10.45% 10.45%
T 25455 2545%




Revenue Requirement
Workform

u": Parficulars Capitaiization Ratho Coet Rats Raturm
Initial Appilcation
%) % %) (t]
Deibd
1 Long-amn Debt 56.00% $150,970,544 5.58% $8,424,155
Short-term Debt 4. 00% 510,783,610 208%
3 Total Debt EOLOD% 161,754,154 £.35% 3,48 455
4 Caummon Equity 40.00% $107,535,103 S12% 59,634,653
- Prefemed Shares 0.00%: 3- 0.00% 5-
E Todal Equity A0.00% 107,835, 103 0.12% 39 B34 E53
T Tokal 100.00% $269,500,257 B.56% 513,453,108
Intemogatony Responass
[%] ¥ (%) i
Deibi
1 Long-tem Dabt 25.00% 150,714,070 558% 35,409,645
2 Shot-iemm Debt 4.00% §10,765,291 207% £709 B42
3 Todal Debt B0.00% $161,473 361 5.35% 34,632 AT
4 Common Equily 40.00% 107,652,207 E.95% 39,867 231
5 Prefemed Shares 0.00% - 0.00% 5-
B Tokal Equity A0.00% 107,652,507 B.98% 39,667,231
T Tokal 100.00% 250 132 263 E.50% 13 13
Per Board Declaion
(3] L] (%) 15
Dabd
] Long-iem Debt S6.00% 150,714,070 5.58% 38,409,645
3 Shiort-iemm Debt 4. 00% 510,765,791 2.08% 223518
10 Todal Debt EO.00% $161,479,361 £.35% 54,633,753
Equily .
1" Common Equity 40.00% 107,652,507 B12% 39,617,545
12 Prefemed Shares 0.00%: 3- 0.00% 3-
13 Todal Equity A0.00% §107,552,507 S12% 50,E17,045
14 Todal 100.00%: #265,132, 263 E.56% 513,451,708
Hotes

o]

Data in column E Is for Appication 3s onginaly fled. For updated revenuse requirement 3t 3 result of InErmgatory

responses, i2chnical or seffiement conferences, etc., use colimn M and Adustments In coiumn |



Lins Parfloulars Applivation intemrogatory Fer Board Decision
Recponcac
Hi.
1 OMEA Expenses §33 8448 582 o) $200,000 b) (78000} 433,565,562 $33,565 562
2 AmorizafonDepredadion 15,788,219 #15,505,200 §15,208,200
= Property Taves 5-
B Income Tapss {Grossed ] F3538 484 850,231 ¥880,231
[} Oiher Expenses -
T Retamn
Deemed interest Expenss FEE4BA5E ) §8,63Z 68T ¥2,6533, 783
Retum on Deemed Equity 9534653 ) ¥9.667 231 $9.817 545
Adlustment i Rebum on Rade Base
associated with Defered FREE
balarce a3 o result of ransiSon from
COAAFP o MIFRE 117,981 d) 32,090 F32354
B dsrvioe Reverus Reguirsment
[bators Revenusc) §55,158,354 §55,025 001 $59.237 55
-] Revenue Ofsels $3.397,983 §3,357 982 -
10 Bace Rewsnus Requiremant $E5,770,372 §55,627,01% FE5.237,055
[exoludirg Tranformer Owerchip
Allow oredH t ]
15 Distribution reyenus ¥ES, 770,371 ¥E5,E5T 019 FESEET. 019
12 Orther revenue 3 987 §3,357 382 §3,397 982
Tokal revenus $E5, 158,353 F65,055,001 FES.085 001
14 Diffarenos {Total Rewenus Laco
Distribution Rewvenues Reguirsmant
‘before Ravenoec) ($0) 1 o0 E152054) (1)
Haotess
i1 Line 11 -Line B
ol Water Blling Services recovery adjusted from §3,5S0.000 to comected amount of §3, 750,000, for a difference in OME&A of $200,000.
b Adjust imferest ryte charged o mon-reguiated buesingas (solar generation), §78,000 decrease im OMEA
ch Cost of Capllal Paramebers changed b agres OEE nofice for deemed {Issued Febnsary 14, 30130

o Reguested changes by OEE for recording af 1575 acoount.
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Revenue Requirement Waorkform

Inttial Apploation Irdsmogaiory Recparces Per Board Deolslon
Partioulans At Cursnt Af Propoced Ad Current Ab Propoced Af Current At Propoced
Bporoved Ratsc Ratsc Appeowed Rabes Aaiec Approved Ratsc Flates
Feverue Defodency fom Below F5.414,551 ¥5,328, 755 $EE123E
Distribution Revense $55,355023 $59,355420 ¥55,355,03 559,355,234 §55355,023 55,054,714
Cemezr Operating Revenue $3,57.582 $3,357,542 33,397,952 33,397,582 $3357,992 $3357,992
m- rEs B o Sl G I ——r L M . | e — L T s ar— B Tl ML L ——1 L
Total Revenus FE2 TS D0 9 168353 $52 753 D05 E] ()] 52753 005 $25.085 00
Cperatng Expensas $48,532 781 $49,537, 781 49,872,762 $48,872762 Mo g7 TED HogTITED
Dmmmed rherast Expanze §8,548 455 $8,545 455 8,632,657 8,632 68T 533,768 §E633,T6
117081 ) F117.581 32,10 {3 32,050 323 (2) F32,39
Adusiment o Retum on Rale
Baze axsociated with Defemed
PPAE balance a5 & result of
ranstion from COAAF o MIFR3
Tobal Coct amd Expeness F5B 359 20T 58 17 F58 537 538 358 537 535 FEE 538 BTS FEE 538 BTS
Utlity income Esfon inoome $4,353 787 F10,763,135 54, 715 455 §10,547,452 HIL1E §10,546, 122
Tamas
T Adusaments o Aocounting FeAcE 1y (PR ASE, 1L IEE,455,114) e 4E, 114 IEE 256,114 15E.85€,114)
Intome per 2113 PiLs model
Tanabis INooms (§2,142 327 4373027 {52,280 58] $4,051,348 [EZ28 25 54 050,008
Income Tax Rate ISA4S% ISAT% 25859 Z5.45% I5ATH 25 A5E
[ = ek §1,05T 484 1§580 4281 ¥1,031, 1482 19580,507) §1.030,5M
Incomse Tax on Taxabls Incoms
Inom:: Tax Craditc 153297 153,297 15153271 153,297 I§153,.237] 153,237
Utngy Mt Inooms ¥5 052 306 §9,534 652 44,548 230 §9, 557 231 4 548 230 F2BES B
Utiity Rats Bace §269, 550,257 §269,590,267 §I6%,132,768 §259,132, 768 §265.133,268 §265.132,268
Deemed Equity Portion of Rale F107, 835,103 907,535,103 §107.652, 207 #1907 552,507 #1107 552,907 #1107 B52,907
Base
IncemeafEquity Forton of Rate 4E5% S13% 450% £.98% 4.50% B.95%
Bae)
Tarpet Return - EQuity on Rate SAT% S1I% BEEw E.58% S.1T% 9.1T%
Base
Deficlency’Sulficlency in Riefum -443% LM% -4 % CLOO%] -4.57% T4.18%
on Equlty
indicated Raabe of Retumn S0a% ERE% 5= E.BD% 505% E.B0%
FReguested Rale of Retum on EBE% ERE% BB E.B0% E.BE® E.BE%
Fal= Barse
Deficlency/'Sufficiency in Riate of -19T% LD -1.75% CLOO% -LE1% 1.05%
Retumn
Targat Rehum on Equity §9,834 553 $9,834 653 9,667,251 §9,857,231 §5817,945 317,945
Fimyerie Defoency! SUmcisncy §4,TEZ 24E 150 54,718,001 50 4 8E5,TIS [§152,354]
GroEs Revanoa ¥6,414.551 (1) #£328,735 N 5532305 {1}

Dafolaroyi & ufiolenog

Fmyerue DefoencyEuMciency divided by (1 - Tar Rate)
Treated as an adusiment pre-tar o awvoid an Impact on aresPLs and henos on reyenue sufcency defickency



