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EXHIBIT 7 – COST ALLOCATION           
 
 
7.0-Staff-24  

Ref: Exhibit 7/ Tab 1/Table 6 – Cost Allocation   

In the above reference, HHI provides the calculations for the cost allocation of the 
revenue requirement. In Table 6 HHI provides the revenue and cost allocation for all the 
classes. Please provide detailed calculations to illustrate how the amounts and 
percentage under “Existing Rates” columns are calculated. 

HHI response:  A revised set of tables based on the revised Cost Allocation Model filed in 

conjunction with these responses (or on November 6
th

) are replicated below.  

 

The Base Revenue Requirement reconciles with the Base Revenue Requirement shown in the 

RRWF and Cost allocation model. The percentages shown under “Existing Rates” originate from 

the existing split from revenues at current rates (see Table 8 below for percentages).     

 

 

Table 5: Cost Allocation Results 

 

 
 

 

Table 6: Cost Allocation of Revenue Requirement 
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Table 7: Revenue to Cost Ratios 

 
 

 

Table 8: Revenues at Current Rates 
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Please find at the next page a revised version of Appendix A-EE Account 1576 - Accounting 

Changes under CGAAP.  

 

 



File Number: 0

Exhibit:

Tab:

Schedule:

Page:

Date:

2010 

Rebasing 

Year 2011 2012 2013

2014 

Rebasing 

Year 2015 2016 2016 2017

Reporting Basis
CGAAP IRM IRM IRM

CGAAP - 

ASPE
IRM IRM IRM IRM

Forecast vs. Actual Used in Rebasing Year Forecast Actual Actual Forecast Forecast

$ $ $ $ $ $

PP&E Values under former CGAAP

            Opening net PP&E - Note 1 2,452,875

            Net Additions - Note 4 2,587,987

            Net Depreciation (amounts should be negative) - Note 4 -231,450

            Closing net PP&E (1) 4,809,411

PP&E Values under revised CGAAP (Starts from 2013)

            Opening net PP&E  - Note 1 2,452,875

            Net Additions - Note 4 2,582,987

            Net Depreciation (amounts should be negative) - Note 4 -202,714

            Closing net PP&E (2) 4,833,148

Difference in Closing net PP&E, former CGAAP vs. revised 

CGAAP -23,736

Effect on Deferral and Variance Account Rate Riders

Closing balance in Account 1576 23,736-      WACC 5.98%

Return on Rate Base Associated with Account 1576 

balance at WACC  - Note 2 1,419-        

     Amount included in Deferral and Variance Account Rate Rider Calculation 25,156-      

Notes:

2 Return on rate base associated with Account 1576 balance is calculated as:

     the variance account opening balance as of 2014 rebasing year x WACC X # of years of rate rider disposition period

     * Please note that the calculation should be adjusted once WACC is updated and finalized in the rate application.

4  Net additions are additions net of disposals; Net depreciation is additions to depreciation net of disposals.

Assumes the applicant made capitalization and depreciation expense accounting policy changes under CGAAP effective January 1, 2013

Appendix 2-EE

Account 1576 - Accounting Changes under CGAAP

2013 Changes in Accounting Policies under CGAAP

# of years of rate rider 

disposition period 1                

1  For an applicant that made the capitalization and depreciation expense accounting policy changes on January 1, 2013, the PP&E values as of January 1, 2013 under both former 

CGAAP and revised CGAAP should be the same. 

3  Account 1576 is cleared by including the total balance in the deferral and variance account rate rider calculation.


