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Filed with OEB: April 2, 2014 

Cambridge and North Dumfries Hydro Inc. (the “Applicant” or “CND”) filed an  application 

with the Ontario Energy Board (the “Board”) on October 1, 2013, as updated on October 28, 

2013 under section 78 of the Ontario Energy Board Act, 1998, S.O. 1998, c. 15, (Schedule B) 

(the “Act”), seeking approval for changes to the rates that CND charges for electricity 

distribution, to be effective May 1, 2014 (Board Docket Number EB-2013-0116) (the 

“Application”).  

The Board issued a Notice of Application and Hearing dated November 12, 2013 and Procedural 

Order No. 1 on December 16, 2013, the latter of which included a draft issues list and sought 

submissions on the same. On January 17, 2014, the Board issued Procedural Order No. 2, in 

which the Board established an approved issues list, set dates for the filing of interrogatories and 

responses, and made provision for a settlement conference. 

CND filed its interrogatory responses with the Board on February 25, 2014, pursuant to which 

CND asked the Board to hold the financial statements of CND’s two competitive affiliates in 

confidence.  The Board issued Procedural Order No. 3 on February 27, 2014 seeking 

submissions from any parties or Board staff if they wish to object to CND's confidentiality claim.  

As an interim measure, the Board provided for confidential treatment of the documents.  No 

parties objected to CND's confidentiality request.  The relevant documents continue to be the 

subject of the Board's interim confidentiality measures. 

This Settlement Proposal is filed with the Board in connection with the Application. 

Further to the Board’s Procedural Order No. 2, a settlement conference was convened on March 

6, 2014 and continued to March 7, 2014 in accordance with the Board’s Rules of Practice and 

Procedure (the “Rules”) and the Board’s Settlement Conference Guidelines (the “Guidelines”). 

Ms. Emay Cowx acted as facilitator for the settlement conference which lasted for two days. 

CND and the following intervenors (the “Intervenors”), participated in the settlement conference: 

Energy Probe (“EP”); 

School Energy Coalition (“SEC”); and 

Vulnerable Energy Consumers Coalition (“VECC”). 

CND and the Intervenors are collectively referred to below as the “Parties”. 

Ontario Energy Board staff (“Board staff”) also participated in the settlement conference. The 

role adopted by Board staff is set out in page 5 of the Guidelines. Although Board staff is not a 

party to this Settlement Proposal, as noted in the Guidelines, Board staff who did participate in 
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the settlement conference are bound by the same confidentiality requirements that apply to the 

Parties to the proceeding.  

This document is called a “Settlement Proposal” because it is a proposal by the Parties to the 

Board to settle the issues in this proceeding.  It is termed a proposal as between the Parties and 

the Board.  However, as between the Parties, and subject only to the Board’s approval of this 

Settlement Proposal, this document is intended to be a legal agreement, creating mutual 

obligations, and binding and enforceable in accordance with its terms.  As set forth later in this 

Preamble, this agreement is subject to a condition subsequent, that if it is not accepted by the 

Board in its entirety, then unless amended by the Parties it is null and void and of no further 

effect.  In entering into this agreement, the Parties understand and agree that, pursuant to the Act, 

the Board has exclusive jurisdiction with respect to the interpretation and enforcement of the 

terms hereof. 

These settlement proceedings are subject to the rules relating to confidentiality and privilege 

contained in the Guidelines.  The Parties understand this to mean that the documents and other 

information provided, the discussion of each issue, the offers and counter-offers, and the 

negotiations leading to the settlement – or not – of each issue during the settlement conference 

are strictly confidential and without prejudice.  None of the foregoing is admissible as evidence 

in this proceeding, or otherwise, with one exception: the need to resolve a subsequent dispute 

over the interpretation of any provision of this Settlement Proposal. 

This Settlement Proposal provides a brief description of each of the settled and partially settled 

issues, as applicable, together with references to the evidence.  The Parties agree that references 

to the “evidence” in this Settlement Proposal shall, unless the context otherwise requires, include 

(a) additional information included by the Parties in this Settlement Proposal, and (b) the 

Appendices to this document. The supporting Parties for each settled and partially settled issue, 

as applicable, agree that the evidence in respect of that settled or partially settled issue, as 

applicable, is sufficient in the context of the overall settlement to support the proposed 

settlement, and the sum of the evidence in this proceeding provides an appropriate evidentiary 

record to support acceptance by the Board of this Settlement Proposal.  

There are Appendices to this Settlement Proposal which provide further support for the proposed 

settlement.  The Parties acknowledge that the Appendices were prepared by CND.  While the 

Intervenors have reviewed the Appendices, the Intervenors are relying on the accuracy of the 

underlying evidence in entering into this Settlement Proposal. 

Outlined below are the final positions of the Parties following the settlement conference.  For 

ease of reference, this Settlement Proposal follows the format of the final approved issues list for 

the Application attached to Procedural Order No. 2.   

The Parties are pleased to advise the Board that they have reached a partial agreement with 

respect to the settlement of some of the issues in this proceeding.  Specifically:  

“Complete Settlement” means an issue for which complete 

settlement was reached by all Parties, and if this Settlement 

Proposal is accepted by the Board, the Parties will not adduce any 

# issues 

settled: 
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evidence or argument during the oral hearing in respect of these 

issues. 7 

“Partial Settlement” means an issue for which there is partial 

settlement, as CND and the Intervenors who take any position on 

the issue were able to agree on some, but not all, aspects of the 

particular issue. If this Settlement Proposal is accepted by the 

Board, the Parties who take any position on the issue will only 

adduce evidence and argument during the hearing on those 

portions of the issues not addressed in this Settlement Proposal. 

# issues 

partially 

settled: 

8 

“No Settlement” means an issue for which no settlement was 

reached. CND and the Intervenors who take a position on the 

issue will adduce evidence and/or argument at the hearing on the 

issue. 

# issues not 

settled: 

10 

 

If applicable, a Party who is noted as taking no position on an issue may or may not have 

participated in the discussion on that particular issue, but in either case such Party takes no 

position a) on the settlement reached, and b) on the sufficiency of the evidence filed to date. 

According to the Guidelines (p. 3), the Parties must consider whether a Settlement Proposal 

should include an appropriate adjustment mechanism for any settled issue that may be affected 

by external factors. Because this is a partial settlement of some issues, to the extent that issues 

are interrelated a number of the resulting settled or partially settled issues require further 

adjustment after the Board’s decision.  These adjustments are specifically set out in the text of 

the Settlement Proposal.   

The Parties have settled the issues as a package, and none of the parts of this Settlement Proposal 

are severable.  If the Board does not accept this Settlement Proposal in its entirety, then there is 

no settlement (unless the Parties agree in writing that any part(s) of this Settlement Proposal that 

the Board does accept may continue as a valid settlement without inclusion of any part(s) that the 

Board does not accept). 

In the event that the Board directs the Parties to make reasonable efforts to revise the Settlement 

Proposal, the Parties agree to use reasonable efforts to discuss any potential revisions, but no 

Party will be obligated to accept any proposed revision. The Parties agree that all of the Parties 

who took on a position on a particular issue must agree with any revised Settlement Proposal as 

it relates to that issue prior to its resubmission to the Board. 

Unless stated otherwise, the settlement of any particular issue in this proceeding and the 

positions of the Parties in this Settlement Proposal are without prejudice to the rights of Parties to 

raise the same issue and/or to take any position thereon in any other proceeding, whether or not 

CND is a party to such proceeding. 
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SUMMARY 

In reaching this partial settlement, the Parties have been guided by the Filing Requirements for 

2014, the approved issues list, and the Report of the Board titled Renewed Regulatory 

Framework for Electricity Distributors: A Performance-Based Approach dated October 18, 2012 

(“RRFE”). 

The Parties recognize the Application is among the first to be filed under the RRFE. The Parties 

further recognize that this is a transition year. The Parties have taken these facts into 

consideration when developing this Settlement Proposal. 

This Settlement Proposal reflects a partial settlement of the issues in this proceeding. The Parties 

believe that, if accepted by the Board as the Parties request, this Settlement Proposal will narrow 

the scope of issues to be heard during an oral hearing.  The following is a description of the key 

areas of disagreement among the Parties that would go to oral hearing if this Settlement Proposal 

is accepted: 

1. OM&A (Issues 1.1, 1.2, 2.1, 3.1, 4.1, 4.2, 4.3, 5.1, 6.1, 6.2, 7.1, 7.4, 7.7 and 8.6): The 

Parties are not in agreement that the Applicant’s proposed OM&A costs for the test year 

are appropriate. 

2. Cost of Capital - Long Term Debt Component (Issue 7.5): The Parties are not in 

agreement that the Applicant’s proposed long term debt cost in the test year is 

appropriate. 

3. Other Revenues – Interest Component (Issue 7.6): The Parties are not in agreement 

that the Applicant’s proposed interest revenues for the test year are appropriate. 

4. Rate Design – GS 50 to 999 kW Fixed/Variable Split (Issue 8.3): The Parties are not in 

agreement that the Applicant’s proposed fixed and variable split for the GS 50 to 999 kW 

rate class is appropriate. 

5. Removal Costs (Issues 7.1, 7.2, 9.1 and 9.2): The Parties are not in agreement on the 

proper accounting treatment of removal costs in the test year. The Parties are also not in 

agreement on the inclusion of removal costs in account 1576 over the historic period.  

Based on the foregoing, and the evidence and rationale provided below, the parties agree that this 

Settlement Proposal is appropriate and recommend its acceptance by the Board. 
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1. Foundation 

1.1 Does the planning (regional, infrastructure investment, asset management etc.) 

undertaken by the applicant and outlined in the application support the appropriate 

management of the applicant’s assets? 

Partial Settlement: For the purposes of the partial settlement of the issues in this 

proceeding, the Parties agree that, subject to the changes agreed to by the Parties and set 

out in this Settlement Proposal, the regional and infrastructure investment planning 

undertaken by the Applicant and outlined in the Application support the appropriate 

management of the Applicant’s assets in the test year from a regional and infrastructure 

investment perspective only. 

Because the Parties are not in agreement that the Applicant’s proposed OM&A and long 

term debt costs for the test year are appropriate, the Parties do not agree that the 

Applicant’s asset management planning as outlined in the Application support the 

appropriate management of the Applicant’s assets. 

Evidence: Exhibit 1/Tab 4/Schedule 1; Exhibit 1/Tab 8/Schedule 5; Exhibit 1/ Appendix 

1-2 – Corporate Communication Strategy, Exhibit 1/Appendix 1-6A – Strategic Plan; 

Exhibit 1/Appendix 1-6B – IT Strategic Plan; Exhibit 1/Appendix 1-10 – Human 

Resources/Governance/Nominating Committee Mandate; Exhibit 2/Tab 2, Schedule 

1/Pages 1 – 6; Exhibit 2/Appendix 2-8A – Distribution System Plan; Exhibit 4/Tab 

1/Schedule 1; Exhibit 4/Tab 4/Schedule 2; Exhibit 4/Appendix 4-7 - Total Compensation 

Philosophy; 

Interrogatories: 1.1-Staff-1; 1.1-SEC-1; 1.1-SEC-3; 1.1-SEC-5; 2.1-Staff-4; 4.1-Staff-9; 

and 4.1-VECC-6 

Please refer to Appendices A to C to this document for the agreed upon Capital 

Additions for 2014.   

 Supporting parties: CND, EP, SEC and VECC. 

1.2 Are the customer engagement activities undertaken by the applicant commensurate with 

the approvals requested in the application? 

No Settlement: Because the Parties are not in agreement that the Applicant’s proposed 

OM&A costs for the test year are appropriate, the Parties also do not agree that the 

customer engagement activities undertaken by the Applicant are commensurate with the 

approvals requested in the Application.  

2. Performance Measures 

2.1 Does the applicant’s performance in the areas of: (1) delivering on Board-approved plans 

from its most recent cost of service decision; (2) reliability performance; (3) service 

quality, and (4) efficiency benchmarking, support the application? 
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No Settlement:  Because the Parties are not in agreement that the Applicant’s proposed 

OM&A costs for the test year are appropriate, the Parties also do not agree that the 

Applicant’s performance in the areas of: (1) delivering on Board-approved plans from its 

most recent cost of service decision; (2) reliability performance; (3) service quality, and 

(4) efficiency benchmarking, support the Application.  

3. Customer Focus 

3.1 Are the applicant’s proposed capital expenditures and operating expenses appropriately 

reflective of customer feedback and preferences? 

No Settlement:  Because the Parties are not in agreement that the Applicant’s proposed 

OM&A costs for the test year are appropriate, the Parties also do not agree that the 

Applicant’s proposed capital expenditures and operating expenses are appropriately 

reflective of customer feedback and preferences. 

4. Operational Effectiveness 

4.1 Does the applicant’s distribution system plan appropriately support continuous 

improvement in productivity, the attainment of system reliability and quality objectives, 

and the level of associated revenue requirement requested by the applicant? 

No Settlement:  Because the Parties are not in agreement that the Applicant’s proposed 

OM&A costs for the test year are appropriate, the Parties also do not agree that the 

Applicant’s distribution system plan appropriately supports continuous improvement in 

productivity, the attainment of system reliability and quality objectives, and the level of 

associated revenue requirement requested by the Applicant. 

4.2 Are the applicant’s proposed OM&A expenses clearly driven by appropriate objectives 

and do they show continuous improvement in cost performance? 

No Settlement:   Because the Parties are not in agreement that the Applicant’s proposed 

OM&A costs for the test year are appropriate, the Parties also do not agree that the 

Applicant’s proposed OM&A expenses are clearly driven by appropriate objectives and 

they show continuous improvement in cost performance. 

4.3 Are the applicant’s proposed operating and capital expenditures appropriately paced and 

prioritized to result in reasonable rate increases for customers, or is any additional rate 

mitigation required? 

Partial Settlement:  For the purposes of the partial settlement of the issues in this 

proceeding and with the intent of narrowing the scope of issues that will be heard at the 

oral phase of this proceeding, the Parties agree that the Applicant’s proposed capital 

expenditures in the 2014 test year are, subject to the changes agreed to by the Parties and 

set out in this Settlement Proposal, appropriately paced and prioritized to result in 

reasonable rate increases for customers. As noted in respect of issue 7.1 below, CND has 

agreed to adjust its test year capital plan to reflect the deferral of $2.6M of projects. CND 

currently believes that [$2.6M] of lower priority System Renewal and System Service 
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projects can be deferred mostly to 2015 (with a few to 2016) to achieve this reduction. 

This delay in timing for the identified projects is reasonable and will not, in CND's 

reasonable expectation, unduly affect distribution system safety or performance. The 

Parties recognize that individual projects may be adjusted by CND as priorities unfold 

between 2014-2019. 

Please refer to Appendices A to C to this document for the agreed upon Capital 

Additions for 2014.  

The Parties are not in agreement on the proper accounting treatment of removal costs in 

the test year.  If CND’s accounting treatment of expensing removal costs is not accepted 

by the Board, the Parties agree that CND will adjust the computation of rate base as 

follows: 

1. Add the amounts of $333,253, $639,000, and $806,208 to capital additions for the 

years 2012, 2013, and 2014 respectively; and 

2. Re-compute depreciation expense for each of the years 2012, 2013, and the 2014 

Test Year. 

 

Because the Parties are not in agreement that the Applicant’s proposed OM&A costs for 

the test year are appropriate, the Parties also do not agree that the Applicant’s proposed 

operating expenses are appropriately paced and prioritized to result in reasonable rate 

increases for customers or whether any additional rate mitigation is required. 

Evidence: Exhibit 1/Tab 4/Schedule 1/Page 14; Exhibit 1/Tab 8/Schedule 3; Exhibit 

2/Tab 2/Schedule 1; Exhibit 2/Appendix 2-6 – Appendix 2-BA Fixed Asset Continuity 

Schedule – 2014; Exhibit 2/Appendix 2-8A – Distribution System Plan; Exhibit 

2/Appendix 2-8B – Capital Expenditure Table ; Exhibit 2/Appendix 2-10 – Capital 

Projects Table; Exhibit 8/Tab 1/Schedules 12and 13; Exhibit 8/Appendix 8-5 – Appendix 

2-W (Bill Impacts) 

 

Interrogatories:  1.1-Staff-1, 1.1-SEC-1, 1.1-SEC-2, 1.1-SEC-4, 1.1-SEC-5; 4.3-Staff-

18, 4.3-SEC-31; 4.3-SEC-32;4.3-SEC-35; 4.3-SEC-37; 4.3-VECC-15; 4.3-VECC-16; 

4.3-VECC-17; and 4.3-VECC-18 

 

 

 Supporting parties: CND, EP, SEC and VECC. 

5. Public Policy Responsiveness 

5.1 Do the applicant’s proposals meet the obligations mandated by government in areas such 

as renewable energy and smart meters and any other government mandated obligations? 

Partial Settlement:  For the purposes of the partial settlement of the issues in this 

proceeding and with the intent of narrowing the scope of issues that will be heard at the 
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oral phase of this proceeding, the Parties agree that the Applicant is proposing to meet all 

obligations mandated by government relevant to this Application in the test year, 

including in respect of renewable energy, smart meters and any other obligations that are 

mandated as a condition of CND’s distribution licence. 

Because the Parties are not in agreement that the Applicant’s proposed OM&A costs for 

the test year are appropriate, the Parties do not agree on the amount of the Applicant’s 

proposed operating expenses that are required to meet the obligations mandated by 

government relevant to this Application in the test year, including in respect of renewable 

energy, smart meters and any other obligations that are mandated as a condition of 

CND’s distribution licence. 

Evidence: Exhibit 1/Tab 4/Schedule 1; Exhibit 2/Tab 2/Schedule 1; Exhibit 2/Appendix 

2-8A – Distribution System Plan; Exhibit 4/Tab 1/Schedule 1/Page 3;  

Interrogatories: 1.1-SEC-3; 2.1-Staff-5; 5.1-EP-17; 5.1-VECC-19; and 5.1-VECC-20.  

 Supporting parties: CND, EP, SEC and VECC. 

6. Financial Performance 

6.1 Do the applicant’s proposed rates allow it to meet its obligations to its customers while 

maintaining its financial viability? 

No Settlement:  Because the Parties are not in agreement on several matters which are an 

input into the derivation of proposed rates, the Parties also do not agree that the 

Applicant’s proposed rates allow it to meet its obligations to its customers while 

maintaining its financial viability.  CND has provided a partial list of such obligations in 

response to IR 5.1-Energy Probe-17.   

6.2 Has the applicant adequately demonstrated that the savings resulting from its operational 

effectiveness initiatives are sustainable? 

No Settlement:  Because the Parties are not in agreement that the Applicant’s proposed 

OM&A costs for the test year are appropriate, the Parties also do not agree that the 

Applicant has adequately demonstrated that the savings, if any, resulting from its 

operational effectiveness initiatives are sustainable. 

7. Revenue Requirement 

7.1 Is the proposed Test year rate base including the working capital allowance reasonable? 

Complete Settlement:  For the purposes of partial settlement of the issues in this 

proceeding, CND agrees to adjust its test year capital plan to reflect the deferral of $2.6M 

of projects, and subject to this adjustment the Parties agree that the newly proposed test 

year capital expenditures are reasonable. 
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As indicated in Appendix A below, the test year capital plan agreed to by the Parties is 

$15,049,383, determined by reducing the original proposed capital plan of $17,649,383 

by $2,600,000.  The associated depreciation is reduced from $4,989,877 to $4,959,263; a 

reduction of $30,614.   

 

  

Please refer to Appendices A to C to this document for the agreed upon Capital Additions 

for 2014.   

Appendix A – Amended Net Book Value of Fixed Assets; 

Appendix B – Amended Appendix 2-BA Fixed Asset Continuity Schedule 2014; 

and 

Appendix C – Amended Appendix 2-AB Capital Expenditure Summary 2009 

through 2018.  

If CND’s accounting treatment of expensing removal costs is not accepted by the Board, 

the Parties agree that CND will adjust the computation of rate base as follows: 

1. Add the amounts of $333,253, $639,000 and $806,208 to capital additions for the 

years 2012, 2013 and  2014 Test Year;  

2. Re-compute depreciation expense for each of the years 2012, 2013, and the 2014 

Test Year; and 

3. Re-compute the 2014 rate base to incorporate the changes in capital additions and 

depreciation for each of the years 2012, 2013, and 2014. 

Each of the above noted Appendices would be revised accordingly.  

CND has agreed to adjust its working capital calculation to remove the fully allocated 

depreciation expense related to transportation cost (7.1-EP-23).  For the purposes of the 

partial settlement of the issues in this proceeding, and subject to the adjustments noted in 

this paragraph, the Parties agree that the proposed working capital allowance of 13% is 

reasonable.  In the absence of a lead-lag study, and given that CND has not implemented 

monthly billing of all customers (4.2-EP-12), the Parties agreed that the working capital 

allowance specified in the Filing Requirements for 2014 is appropriate for the purposes 

of achieving a partial settlement of the issues in this proceeding.  The Parties agree that 

the calculation of working capital should be adjusted to reflect any changes in OM&A or 

cost of power that arise from this Settlement Proposal and from the hearing. 

Subject to any adjustments to rate base required arising from the resolution of issue 9.2 

and the adjustments noted in respect of this issue 7.1, for the purposes of partial 
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settlement of the issues in this proceeding the Parties agree that the proposed test year 

rate base is reasonable. 

Evidence: Exhibit 1/Tab 4/Schedule 1; Exhibit 2  

Interrogatories: 1.1-Staff-1; 1.1-SEC-5; 4.1-Staff-9; 4.1-Staff-11; 4.1-Staff-12; 4.1-

Staff-13; 4.1-Staff-14; 4.1-SEC-18; 7.1-EP-21; 7.1-EP-22; 7.1-EP-24; 7.1-EP-25; and 

7.1-SEC-41 . 

Supporting parties: CND, EP, SEC and VECC. 

7.2 Are the proposed levels of depreciation/amortization expense appropriately reflective of 

the useful lives of the assets and the Board`s accounting policies? 

Complete Settlement:  Subject to any adjustments to depreciation/amortization expense 

required arising from the resolution of issue 9.2 for the purposes of partial settlement of 

the issues in this proceeding the Parties agree that the proposed levels of 

depreciation/amortization expense appropriately reflect the useful lives of the assets and 

the Board`s accounting policies. 

Evidence: Exhibit 2/Tab 1/Schedule 2; Exhibit 2/Appendices 2-1 to 2-6 ; Exhibit 4/Tab 

1/Schedule 1; Exhibit 4/Tab 7/Schedule 1 ; Exhibit 4/Tab 7/Schedule 2; Exhibit 4/Tab 

7/Schedule 3; Exhibit 4/Appendix 4-15 – Kinetrics Useful Lives; Exhibit 4/Appendix 4-

16 – Service Life Comparison; Exhibit 4/Appendix 4-17 to 4-20 – 2-C Depreciation and 

Amortization Expense 

Interrogatories: 7.1-Energy Probe-22, 7.1-Energy Probe-23 

 Supporting parties: CND, EP, SEC and VECC. 

7.3 Are the proposed levels of taxes appropriate? 

Complete Settlement:  CND has agreed to adjust its capital cost allowance treatment of 

computer hardware by moving it from class 10 to class 50.  For the purposes of 

settlement of the issues in this proceeding, and subject to this adjustment, the Parties 

agree that the proposed levels of taxes are appropriate.  The Parties agree that the 

proposed level of taxes will need to be reviewed at the draft rate order stage, to determine 

whether any updates are required based on the resolution of issues to be heard by the 

Board. 

The amount of the tax expense built into the revenue requirement at this time is not 

material, primarily because the Capital Cost Allowance used for tax calculation purposes 

greatly exceeds the amortization used for the determination of accounting income.  As 

indicated above, the Parties agree that the proposed level of taxes will need to be 

reviewed at the draft rate order stage, to determine whether any updates are required 

based on the resolution of issues to be heard by the Board.   
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Evidence:  Exhibit 4/Tab 8/Schedule 1; Exhibit 4/Tab 8/Schedule 3; Exhibit 4/Appendix 

4-21 – 2012 Corporate Tax Return;  and Exhibit 4/Appendix 4-22 .  

 Supporting parties: CND, EP, SEC and VECC. 

7.4 Is the proposed allocation of shared services and corporate costs appropriate? 

No Settlement:  Because the Parties are not in agreement that the Applicant’s proposed 

OM&A costs for the test year are appropriate, the Parties also do not agree that the 

proposed allocation of shared services and corporate costs are appropriate. 

7.5 Are the proposed capital structure, rate of return on equity and short and long term debt 

costs appropriate? 

Partial Settlement:  For the purposes of partial settlement of the issues in this 

proceeding, the Parties agree that the proposed capital structure, rate of return on equity 

and short term debt costs for the test year are appropriate. However, the Parties are not in 

agreement that the Applicant’s proposed long term debt cost in the test year is 

appropriate. 
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Evidence:  Exhibit 1/Tab 4/Schedule 1/Pages 25-26; and Exhibit 5 

Interrogatories: 7.5-Staff-19 to 21; 7.5-Energy Probe-29 and 30. 

 Supporting parties: CND, EP, SEC and VECC. 

7.6 Is the proposed forecast of other revenues including those from specific service charges 

appropriate? 

Partial Settlement:  For the purposes of partial settlement of the issues in this 

proceeding, and subject to the treatment of interest revenues, the Parties agree that 

subject to an increase to the forecast of other revenues of $54,000 in the test year, the 

other revenues forecast is appropriate. This increase is due to two causes: (i) $23,000 is to 

account for the gain on the disposition of vehicles in the test year (7.3-EP-32(b)); and (ii) 

$31,000 is based on an updated forecast for account 4390 (which includes sale of scrap) 

based on the historic average of 2010-2013 amounts. A summary is included in the table 

below.   

 

A detailed schedule of the updated Other Revenue is included as Appendix D to this 

document.   

The Parties are not in agreement that the Applicant’s proposed interest income (account 

4405 – Interest and Dividend Income) for the test year is appropriate. 

Evidence: Exhibit 3/Tab 4/Schedule 1  

Interrogatories: 7.6-EP-31; 7.6-Energy Probe-32; and 7.6-VECC-35 

 Supporting parties: CND, EP, SEC and VECC. 

7.7 Has the proposed revenue requirement been accurately determined from the operating, 

depreciation and tax (PILs) expenses and return on capital, less other revenues? 

No Settlement:  Because the Parties are not in agreement on several matters which are an 

input into the derivation of proposed rates (including operating expenses, return on 

Other Revenue, As Filed $1,299,379

Add: Gain on Disposition of Vehicles $23,000

Add: Misc. Non-Operating Income (Account 4390) $31,000

Other Revenue, as per Settlement $1,353,379



Cambridge and North Dumfries Hydro Inc. 

EB-2013-0116 

Settlement Proposal 

Page 15 of 30 

capital, and interest revenues), the Parties also do not agree that the proposed revenue 

requirement has been accurately determined.  

8. Load Forecast, Cost Allocation and Rate Design 

8.1 Is the proposed load forecast, including billing determinants an appropriate reflection of 

the energy and demand requirements of the applicant? 

Complete Settlement:  The Parties agree to the following adjustments to the proposed 

load forecast: 

(i) The 2014 power purchased load forecast will be 1,552.4 GWh which translates 

into billed level of 1,519.9 GWh after the adjustment for CDM. This forecast 

reflects the power purchased forecast of 1,524.6 GWh and billed level of 1,492.9 

GWh, proposed by CND after the completion of the interrogatories, adjusted to 

include actual and not forecasted, 2013 regional employment and unemployment 

values. For 2014, the monthly regional employment and unemployment values 

were held constant at the December 2013 level.  

(ii) For the General Service 50 to 999 kW customers and the Embedded Distributors 

the kW/kWh factor used to convert forecasted billed kWh to kW will be 0.3230% 

and 0.2368%, respectively. Based on the response to 8.1-Energy Probe-35 d), 

these factors are based on a statistically significant trend variable (at a 95% 

confidence level). 

(iii) The proposed customer forecast and the proposed CDM adjustment are 

appropriate without change.  Please refer to Issue 9.1 where the LRAMVA 

adjustments by class are provided.   

For the purposes of settlement of the issues in this proceeding, and subject to the 

adjustments noted herein, the Parties agree that the proposed load forecast, including 

billing determinants, is an appropriate forecast of the energy and demand requirements of 

the applicant in the test year.  

A revised Load Forecast Model in a live excel spreadsheet is included in this submission, 

which includes an updated Appendix 2-I LF_CDM_WF. 

A summary of the settled load forecast is in provided in Appendix E.  

Evidence:  Exhibit 3, Tab 3,; Exhibit 3/Appendix 3-1 – Load Forecast (Regression) 

Model inputs; Exhibit 3,Appendix 3-2 – Load Forecast Model results; Exhibit3, 

Appendix 3-4 – Appendix 2-I (Load Forecast CDM Adjustment Workform).  

Interrogatories: 8.1-Staff-24 and 25; 8.1-EP-34 to 39; and 8.1-VECC-36 to 42 

 Supporting parties: CND, EP, SEC and VECC. 
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8.2 Is the proposed cost allocation methodology including the revenue-to-cost ratios 

appropriate? 

Complete Settlement:  For the purposes of settlement of the issues in this proceeding,  

CND is proposing for the test year to adjust the revenue-to-cost ratio of the street lighting 

class to 70%, and to use any excess revenues to reduce the revenue-to-cost ratio of the 

class with the highest revenue to cost ratio (USL) until the earlier of: (i) when revenue 

neutrality is achieved; or (ii) its revenue-to-cost ratio matches the revenue-to-cost ratio of 

the class with the next highest revenue to cost ratio (GS>50), in which case CND will 

continue to reduce the revenue-to-cost ratio of both classes in step until revenue 

neutrality is achieved.  

For the purposes of settlement of the issues in this proceeding, the Parties agree to the 

following changes to the cost allocation methodology used for the two embedded 

distributors (the intent of which is to arrive at a more reasonable and accurate cost 

allocation for these customers), which will be based on using the direct allocation feature 

in the cost allocation model using the following steps: 

1. The information provided in Tables Table 8-11 Proposed 2014 Embedded 

Distribution Low Voltage Charges  – Waterloo North Hydro and Table 8-12 Proposed 

2014 Embedded Distribution Low Voltage Charges – Hydro One Networks Inc. of 

the Application will be entered into tab I9 -Direct Allocation of the cost allocation 

model. In addition, cell C148 in tab I9 – Direct Allocation will be corrected to 

reference the total net fixed assets excluding general plant in tab I4 BO ASSETS. 

2. In Tab I5.2 - Weighting Factors of the cost allocation model used in the application, 

the weighting factor for billing and collecting have been included for the two 

embedded distributors.  

3. In tab I6.2 - Customer Data of the cost allocation model used in the application, the 

billing data reflects the number of annual bills sent to the two embedded distributor 

by CND. 

4. In tab I6.2 - Customer Data and tab I8 - Demand Data the number of customers and 

the demand value will be set to zero to ensure cost of services not used by the two 

embedded distributors are not allocated to them. 

5. In tab I7.1 - Meter Capital and tab I7.2 Meter Reading appropriate meter data will be 

included in these tabs for Hydro One to allocate meter cost to this embedded 

distributor. However, this will not be the case for Waterloo North Hydro since they 

own the meter and units used for billing are provided on the IESO invoice resulting in 

CND not incurring any meter reading costs for Waterloo North Hydro. 

6. The specific cost allocation applicable to the  embedded distributor class applying the 

above steps, will be determined on a final basis when all issues, but in particular the 

OM&A test year amount, are determined.   
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For the purposes of partial settlement of the issues in this proceeding, and subject to the 

adjustments noted above, the Parties agree that the cost allocation methodology is 

appropriate and results in revenue-to-cost ratios that are within the Board’s permitted 

ranges.  Final cost-to revenue ratios will be calculated when all issues, but in particular 

the OM&A test year amount, are determined.   

Evidence:  Exhibit 7; Exhibit 7/Appendix 7-1 – 2014 Cost Allocation Study; Exhibit 

7/Appendix 7-2 – Appendix 2-P (Cost Allocation).  

Interrogatories: 8.2-Staff-26 to 29; 8.2-Energy Probe-40 and 41; 8.2-VECC-43 and 44 

 Supporting parties: CND, EP, SEC and VECC. 

8.3 Is the proposed rate design including the class-specific fixed and variable splits and any 

applicant-specific rate classes appropriate? 

Partial Settlement:  For the purposes of partial settlement of the issues in this 

proceeding, and with the exception of the GS 50 – 999kW class, the Parties agree that the 

proposed rate design including class-specific fixed and variable splits and any applicant-

specific rate classes are appropriate. 

The Parties are not in agreement that the Applicant’s proposed fixed and variable split for 

the GS 50 to 999 kW rate class is appropriate 

Evidence: Exhibit 8/Tab 1/Schedules 1 and 2. 

Interrogatories: 8.3-Energy Probe-42 

Please see Appendix F to this document for the settled and partially settled class-specific 

fixed and variable splits.   

 Supporting parties: CND, EP, SEC and VECC. 

8.4 Are the proposed Total Loss Adjustment Factors appropriate for the distributor’s system 

and a reasonable proxy for the expected losses? 

Complete Settlement:  For the purposes of partial settlement of the issues in this 

proceeding, the Parties agree that the proposed Total Loss Adjustment Factor of 3.35%, 

which is based on the average wholesale and retail kWh for the years 2008 to 2012,  is 

appropriate for the distributor’s system and is a reasonable proxy for the expected losses. 

Evidence:  Exhibit 8/Tab 1/Schedule 9 ; Exhibit 8/Appendix 8-3 – Appendix 2-R (Loss 

Factors). 

Interrogatories: 8.4-Staff-30 

Please see Appendix G to this document for the agreed upon Loss Adjustment 

Factors. 
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 Supporting parties: CND, EP, SEC and VECC. 

8.5 Is the proposed forecast of other regulated rates and charges including the proposed 

Retail Transmission Service Rates appropriate? 

Complete Settlement:  For the purposes of partial settlement of the issues in this 

proceeding, the Parties agree that the proposed forecast of other regulated rates and 

charges including the proposed Retail Transmission Service Rates are appropriate.  The 

RTSR workform has been updated to reflect the Board-approved 2014 Uniform 

Transmission Rates and Sub-Transmission Rate for Hydro One Network Inc. 

Evidence: Exhibit 8/Tab 1/Schedule 3; Exhibit 8/Appendix 8-1 – RTSR Workform;  

Interrogatories: 8.5-Staff-31; 8.5-VECC-46 and 47  

Included with this settlement proposal is the response to 8.5-VECC-46, in live Microsoft 

Excel format, which represents the agreed-upon RTSR Adjustment Work Form.   

 Supporting parties: CND, EP, SEC and VECC. 

8.6 Is the proposed Tariff of Rates and Charges an accurate representation of the application, 

subject to the Board’s findings on the application? 

No Settlement:  Because the Parties are not in agreement on several matters which are an 

input into the derivation of proposed rates (including operating expenses, return on 

capital, and interest revenues), the Parties also do not agree on the proposed Tariff of 

Rates and Charges. 

9. Accounting 

9.1 Are the proposed deferral accounts, both new and existing, account balances, allocation 

methodology, disposition periods and related rate riders appropriate? 

Partial Settlement:  For the purposes of settlement of the issues in this proceeding, and 

subject to the treatment of removal costs within account 1576, the Parties agree that the 

proposed deferral accounts, both new and existing, account balances, allocation 

methodology, disposition periods and related rate riders are appropriate, subject to the 

following:  

1. In response to interrogatory 9.1-Staff-32, the Applicant has withdrawn its request for 

disposal of the balance in account 1508 (Other). 

2. The Applicant will not seek disposal of account 1508 (IFRS transition costs) in the 

test year in favour of waiting until all such costs are known (see also 9.1-Staff-32). 

3. The Parties accept the [$107,000] adjustment to account 1592 as noted in 9.1-Staff-

33, plus carrying charges, resulting in a total tax credit of [$335,136]. 
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4. Given that account 2425 was intended to be an asymmetrical variance account in 

favour of ratepayers in the event of under spending on the CIS system by the 

Applicant, and given that the Applicant overspent on the CIS system (first on the SAP 

system which was largely written off, and subsequently on the Harris system which 

was implemented) the Parties agree that the total amount that should be recorded in 

account 2425 for disposition in favour of ratepayers is $0 as opposed to the original 

claim of $361k.  

The following table summarizes the total amount of the expenditures on the CIS 

system in excess of the 2010 Board Approved amount.   

 

5. In response to IR 9.1-Staff-38, CND updated the balance in account 1568 – Lost 

Revenue Adjustment Mechanism, to reflect 2012 results as provided by the OPA.  

The Parties agree to the updated account balance of $180,825.  LRAM adjustments 

by class are indicated in the Table below.     

 

6. The Parties agree to the Applicant’s proposal related to account 1555 stranded meters 

as reflecting appropriately determined and allocated costs.   Please refer to Appendix 

H to this document for the agreed upon Stranded Meter Rate Riders. 

With the exception of account 1576, the following table summarizes the balances in the 

deferral/variance accounts agreed to by the Parties:   
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Deferral/Variance Account Balances 

 

Please refer to Appendix I for the Rate Riders (as calculated in the EDVAR 

Deferral/Variance Workform for 2014 Filers, which has been updated to reflect the 

agreed upon load forecast figures, and included as a live excel worksheet). 

Evidence: Exhibit 9 

Interrogatories: 9.1-Staff-32 to 38.    

 Supporting parties: CND, EP, SEC and VECC. 

9.2 Have all impacts of any changes in accounting standards, policies, estimates and 

adjustments been properly identified, and is the treatment of each of these impacts 

appropriate? 
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Partial Settlement:  For the purposes of partial settlement of the issues in this 

proceeding, the Parties agree that, with the exception of the treatment of removal costs, 

the impacts of any changes in accounting standards, policies, estimates and adjustments 

have been properly identified, and the treatment of each of these impacts is appropriate. 

The Parties are not in agreement on the proper accounting treatment of removal costs in 

the test year.  

Evidence: Exhibit 1/Tab 8/Schedule 6; Exhibit 4/Tab 2/Schedule 1/Page 15; Exhibit 

4/Appendix 4-5 – Appendix 2-DB (Overhead Expenses); Exhibit 9/Appendix 9-3 – 

Appendix 2-ED (Account 1576 – Accounting Changes under CGAAP). 

Interrogatories: 9.2-Staff-39 and 40 
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Appendix A – Updated Net Book Values 

      

 
Updated Net Book Values 

 
  

2014 As Per 
Application 

Adjust for 
2013 Actual 

Capital 

Adjust for 
2014 

Capital 
($2.6 M) 

2014 
 Amended 

  Gross Fixed Assets 222,575,592 (1,050,484) (2,600,000) 218,925,108 

 
          

  Accumulated Depreciation 105,758,033 (184,432) (30,614) 105,542,987 

 
          

  Net Book Value 116,817,559 (866,052) (2,569,386) 113,382,121 

 
          

 
Average Net Book Value 110,487,806     108,337,061 

 
  

   
  

 
Detailed calculation support: 

   
  

 
  2013 2014 

 
  

 
Capital additions per application 16,082,753 

  
  

 
Actual Net Capital additions 15,032,270 

  
  

 
Difference 1,050,483 

  
  

 
  

   
  

 
Capital additions per application 

 
17,649,383 

 
  

 
Capital additions per Settlement 

 
15,049,383 

 
  

 
Adjustment per Settlement 

 
2,600,000 

 
  

 
  

   
  

 
Depreciation per application 4,181,269 

  
  

 
Actual depreciation 3,996,837 

  
  

 
Difference 184,432 

  
  

 
  

   
  

 
Depreciation per application   4,989,877 

 
  

 

Depreciation applied to revised 
capital   4,959,263 

 
  

 
Difference   30,614     

 

Note:  Subject to any adjustments arising from the resolution of accounting for removal costs. 
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Appendix B 2014 Fixed Asset Continuity Schedule 

 

Note:  Subject to any adjustments arising from the resolution of accounting for removal costs. 

 

  

Year 2014

Accumulated Depreciation

CCA 

Class OEB Description

Opening 

Balance Additions Disposals

Closing 

Balance

Opening 

Balance Additions Disposals

Closing 

Balance Net Book Value

12 1611
Computer Software (Formally known as 

Account 1925) -$                  -$                  -$                     

CEC 1612
Land Rights (Formally known as Account 

1906) -$                  -$                  -$                     

N/A 1805 Land 252,923$        -$                -$                252,923$        -$                  -$              -$              -$                  252,923$           

47 1808 Buildings 1,190,197$     -$                -$                1,190,197$     284,772$        21,351$      -$              306,123$        884,074$           

13 1810 Leasehold Improvements -$                  -$                -$                -$                  -$                  -$              -$              -$                  -$                     

47 1815 Transformer Station Equipment >50 kV 10,053,774$   -$                -$                10,053,774$   3,117,519$     365,445$    -$              3,482,964$     6,570,810$        

47 1820 Distribution Station Equipment <50 kV -$                  -$                -$                -$                  -$                  -$              -$              -$                  -$                     

47 1825 Storage Battery Equipment -$                  -$                -$                -$                  -$                  -$              -$              -$                  -$                     

47 1830 Poles, Towers & Fixtures 31,526,865$   3,811,674$   -$                35,338,539$   14,720,334$   502,914$    -$              15,223,248$   20,115,291$      

47 1835 Overhead Conductors & Devices 37,630,438$   4,438,705$   -$                42,069,143$   17,302,840$   684,064$    -$              17,986,904$   24,082,239$      

47 1840 Underground Conduit 27,728,747$   1,538,037$   -$                29,266,784$   13,324,663$   210,456$    -$              13,535,119$   15,731,665$      

47 1845 Underground Conductors & Devices 40,244,002$   2,168,077$   -$                42,412,079$   19,190,611$   528,980$    -$              19,719,591$   22,692,488$      

47 1850 Line Transformers 46,238,994$   1,682,299$   -$                47,921,293$   22,915,044$   647,510$    -$              23,562,553$   24,358,740$      

47 1855 Services (Overhead & Underground) -$                  -$                -$                -$                  -$                  -$              -$              -$                  -$                     

47 1860 Meters 10,164,609$   966,643$      -$                11,131,252$   2,434,033$     717,254$    -$              3,151,287$     7,979,965$        

47 1860 Meters (Smart Meters) -$                  -$                  -$                     

N/A 1905 Land 213,797$        -$                -$                213,797$        -$                  -$              -$              -$                  213,797$           

47 1908 Buildings & Fixtures 5,575,328$     55,000$       -$                5,630,328$     3,688,406$     155,304$    -$              3,843,710$     1,786,618$        

13 1910 Leasehold Improvements -$                  -$                -$                -$                  -$                  -$              -$              -$                  -$                     

8 1915 Office Furniture & Equipment (10 years) 772,183$        80,400$       -$                852,583$        527,747$        40,396$      -$              568,143$        284,440$           

8 1915 Office Furniture & Equipment (5 years) -$                  -$                  -$                     

10 1920 Computer Equipment - Hardware 2,515,576$     751,500$      -$                3,267,076$     1,894,382$     514,213$    -$              2,408,595$     858,481$           

45 1920 Computer Equip.-Hardware(Post Mar. 22/04) -$                  -$                  -$                     

45.1 1920 Computer Equip.-Hardware(Post Mar. 19/07) -$                  -$                  -$                     

12 1925 Computer Software 3,524,730$     1,334,048$   -$                4,858,778$     1,999,040$     677,095$    -$              2,676,135$     2,182,643$        

10 1930 Transportation Equipment 4,361,424$     520,000$      -$                4,881,424$     2,715,516$     233,631$    -$              2,949,147$     1,932,277$        

8 1935 Stores Equipment 93,729$         -$                -$                93,729$         93,729$         -$              -$              93,729$          0$                    

8 1940 Tools, Shop & Garage Equipment 1,151,630$     109,000$      -$                1,260,630$     734,420$        85,910$      -$              820,330$        440,300$           

8 1945 Measurement & Testing Equipment -$                  -$                -$                -$                  -$                  -$              -$              -$                  -$                     

8 1950 Power Operated Equipment -$                  -$                -$                -$                  -$                  -$              -$              -$                  -$                     

8 1955 Communications Equipment -$                  -$                -$                -$                  -$                  -$              -$              -$                  -$                     

8 1955 Communication Equipment (Smart Meters) -$                  -$                  -$                     

8 1960 Miscellaneous Equipment -$                  -$                -$                -$                  -$                  -$              -$              -$                  -$                     

47
1970

Load Management Controls Customer 

Premises -$                  -$                -$                -$                  -$                  -$              -$              -$                  -$                     

47 1975 Load Management Controls Utility Premises -$                  -$                -$                -$                  -$                  -$              -$              -$                  -$                     

47 1980 System Supervisor Equipment 714,214$        -$                -$                714,214$        714,214$        -$              -$              714,214$        -$                     

47 1985 Miscellaneous Fixed Assets -$                  -$                -$                -$                  -$                  -$              -$              -$                  -$                     

47 1990 Other Tangible Property -$                  -$                -$                -$                  -$                  -$              -$              -$                  -$                     

47 1995 Contributions & Grants (20,139,307)$  (2,406,000)$  -$                (22,545,307)$  (5,135,420)$    (425,260)$   -$              (5,560,680)$    (16,984,627)$     

2005 Property under Capital Lease 61,873$         -$                -$                61,873$         61,873$         -$              -$              61,873$          (0)$                   

Sub-Total 203,875,726$ 15,049,383$ -$                218,925,109$ 100,583,723$ 4,959,263$ -$              105,542,986$  113,382,123$    

WIP Work in Process 946,429$        -$                -$                946,429$        -$                  -$              -$              -$                  946,429$           

2070 Other Utility Plant -  assets not in use 145,798$        -$                -$                145,798$        -$                  -$              -$              -$                  145,798$           

Sub-Total 204,967,953$ 15,049,383$ -$                220,017,336$ 100,583,723$ 4,959,263$ -$              105,542,986$  114,474,350$    

Less Socialized Renewable Energy 

Generation Investments (input as negative)
-$                  -$                  -$                     

Less Other Non Rate-Regulated Utility 

Assets (input as negative) -$                  -$                  -$                     

Total PP&E 204,967,953$ 15,049,383$ -$                220,017,336$ 100,583,723$ 4,959,263$ -$              105,542,986$  114,474,350$    

Less: Fully Allocated Depreciation

10 Transportation Transportation 233,631$    

8 Stores Equipment Stores Equipment -$           

Add: Removal costs 806,208$    

Net Depreciation 5,531,840$ 

Appendix 2-BA
Fixed Asset Continuity Schedule - CGAAP/ASPE/USGAAP

Cost
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Appendix C Capital Expenditure Summary 

 

 

Note:  Subject to any adjustments arising from the resolution of accounting for removal costs. 
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Appendix D Other Revenue 
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Appendix E Settled Load Forecast. 
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Appendix F Settled and Partially Settled Fixed and Variable Splits 

 

 

  

Residential $10.09 47% 53% 100% $11.58 55% 45% 100% $13.32 $16.55 $4.35 $11.58

GS <50 kW $11.92 26% 74% 100% $13.78 35% 65% 100% $18.48 $25.03 $9.49 $13.78

GS 50-999 kW $109.35 19% 81% 100% $126.44 19% 81% 100% $126.44 $96.99 $48.84 $126.44 Not Settled

GS1000-4999 kW $908.75 18% 82% 100% $1,050.20 18% 82% 100% $1,050.20 $317.41 $47.52 $1,050.20

Large Use $7,785.09 20% 80% 100% $8,998.17 20% 80% 100% $8,998.17 $883.34 $556.68 $8,998.17

Street Lighting $2.04 49% 51% 100% $2.75 49% 51% 100% $2.75 $8.55 $0.13 $2.75

USL $7.07 61% 39% 100% $6.39 61% 39% 100% $6.39 $5.43 $0.11 $6.39

Embedded Distributors n/a 0% 100% 100% n/a 0% 100% 100% n/a n/a n/a n/a

Proposed 

Fixed 

Charges at 

Settlement

FIXED CHARGE ANALYSIS

Proposed 

Fixed 

Split

Proposed 

Variable 

Split

Total

Fixed 

Charge 

for 2014 

as 

Proposed

Ceiling 

Fixed 

Charges 

from Cost 

Allocation 

Study

Floor 

Fixed 

Charges 

from Cost 

Allocation 

Study

Current 

Fixed Split
Customer Class

Current 

Variable 

Split

Total

2014 Fixed 

Rate Based 

on Current 

F/V 

Revenue 

Proportions

2013 Rates 

from OEB 

Approved 

Tariff
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Appendix G Agreed Upon Loss Adjustment Factors.  
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Appendix H Agreed Upon Stranded Meter Rates 
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Appendix I Rate Riders 

 

 

 

 

 

 



Version 4.00

Utility Name   

Service Territory

Assigned EB Number

Name and Title

Phone Number   

Email Address   gbrooker@camhydro.com

Cambridge and North Dumfries Hydro

EB-2013-0116

Grant Brooker, Manager, Regulatory Affairs

519.621.8405 Ext 2340

Rate Year: 

Revenue Requirement Workform 

This Workbook Model is protected by copyright and is being made available to you solely for the purpose of filing your application.   You may use and copy this model for that 
purpose, and provide a copy of this model to any person that is advising or assisting you in that regard.  Except as indicated above, any copying, reproduction, publication, sale, 
adaptation, translation, modification, reverse engineering or other use or dissemination of this model without the express written consent of the Ontario Energy Board is 
prohibited.  If you provide a copy of this model to a person that is advising or assisting you in preparing the application or reviewing your draft rate order, you must ensure that 
the person understands and agrees to the restrictions noted above. 
 
While this model has been provided in Excel format and is required to be filed with the applications, the onus remains on the applicant to ensure the accuracy of the data and the 
results. 



1. Info 6. Taxes_PILs

2. Table of Contents 7. Cost_of_Capital

3. Data_Input_Sheet 8. Rev_Def_Suff

4. Rate_Base 9. Rev_Reqt

5. Utility Income

Notes:

(1)

(2)

(3)

(4)

(5) Completed versions of the Revenue Requirement Work Form are required to be filed in working Microsoft Excel 

Pale green cells represent inputs

Pale green boxes at the bottom of each page are for additional notes

Pale yellow cells represent drop-down lists

Please note that this model uses MACROS.  Before starting, please ensure that macros have been enabled.

Revenue Requirement Workform 

1



 

Data Input 
(1)

1 Rate Base

   Gross Fixed Assets (average) $213,750,900 ($2,350,483) 211,400,417$    $211,400,417

   Accumulated Depreciation (average) ($103,263,094) (5) $199,738.66 ($103,063,355) ($103,063,355)

Allowance for Working Capital:

   Controllable Expenses $15,958,975 ($1,025,239) 14,933,736$      $14,933,736

   Cost of Power $153,046,408 $4,854,845 157,901,253$    $157,901,253

   Working Capital Rate (%) 13.00% (9) 13.00% (9) 13.00% (9)

2 Utility Income

Operating Revenues:

   Distribution Revenue at Current Rates $24,193,543 $135,556 $24,329,099

   Distribution Revenue at Proposed Rates $27,966,045 ($57,166) $27,908,879

   Other Revenue:

      Specific Service Charges $554,855 $0 $554,855

      Late Payment Charges $137,500 $0 $137,500

      Other Distribution Revenue $607,024 $54,000 $661,024

      Other Income and Deductions

Total Revenue Offsets $1,299,379 (7) $54,000 $1,353,379

Operating Expenses:

   OM+A Expenses $15,803,311 ($866,408) 14,936,903$      $14,936,903

   Depreciation/Amortization $4,756,246 $775,594 5,531,840$        $5,531,840

   Property taxes $155,664 155,664$           $155,664   Capital taxes

   Other expenses

3 Taxes/PILs

Taxable Income:

Adjustments required to arrive at taxable income

($4,641,026) (3) ($4,430,741)

Utility Income Taxes and Rates:

   Income taxes (not grossed up) $ - $ -

   Income taxes (grossed up) $ - $ -   Capital Taxes

   Federal tax (%) 0.00% 0.00%

   Provincial tax (%) 0.00% 0.00%

Income Tax Credits
   

4 Capitalization/Cost of Capital

Capital Structure:

   Long-term debt Capitalization Ratio (%) 56.0% 56.0%

   Short-term debt Capitalization Ratio (%) 4.0% (8) 4.0% (8) (8)

   Common Equity Capitalization Ratio (%) 40.0% 40.0%

   Prefered Shares Capitalization Ratio (%) 0.0% 0.0%

100.0% 100.0% 0.0%

Cost of Capital

   Long-term debt Cost Rate (%) 4.96% 4.96%

   Short-term debt Cost Rate (%) 2.07% 2.11%

   Common Equity Cost Rate (%) 8.98% 9.36%

   Prefered Shares Cost Rate (%) 0.00%

Notes:

General

(1)

(2)

(3)

(4)

(5)

(6)

(7)

(8)

(9)

Data in column E is for Application as originally filed.  For updated revenue requirement as a result of interrogatory responses, technical or settlement conferences, etc., use 

colimn M and Adjustments in column I

Net of addbacks and deductions to arrive at taxable income.

All inputs are in dollars ($) except where inputs are individually identified as percentages (%)

Select option from drop-down list by clicking on cell M10.  This column allows for the application update reflecting the end of discovery or Argument-in-Chief.  Also, the 

outcome of any Settlement Process can be reflected.

Average of Gross Fixed Assets at beginning and end of the Test Year

Input total revenue offsets for deriving the base revenue requirement from the service revenue requirement

4.0% unless an Applicant has proposed or been approved for another amount.

Average of Accumulated Depreciation at the beginning and end of the Test Year.  Enter as a negative amount.

Starting with 2013, default Working Capital Allowance factor is 13% (of Cost of Power plus controllable expenses).  Alternatively, WCA factor based on lead-lag study or 

approved WCA factor for another distributor, with supporting rationale.

Data inputs are required on Sheets 3. Data from Sheet 3 will automatically complete calculations on sheets 4 through 9 (Rate Base through Revenue Requirement).  Sheets 

4 through 9 do not require any inputs except for notes that the Applicant may wish to enter to support the results.  Pale green cells are available on sheets 4 through 9 to 

enter both footnotes beside key cells and the related text for the notes at the bottom of each sheet.

(6)(2) AdjustmentsInitial Application Adjustments
Per Board 

Decision

Settlement 

Agreement

Revenue Requirement Workform 

2



Rate Base and Working Capital

Rate Base
Line 

No.
Particulars

Initial 

Application
Adjustments

Settlement 

Agreement
Adjustments

Per Board 

Decision

1 Gross Fixed Assets (average) (3) $213,750,900 ($2,350,483) $211,400,417 $ - $211,400,417

2 Accumulated Depreciation (average) (3) ($103,263,094) $199,739 ($103,063,355) $ - ($103,063,355)

3 Net Fixed Assets (average) (3) $110,487,806 ($2,150,744) $108,337,062 $ - $108,337,062

4 Allowance for Working Capital (1) $21,970,700 $497,849 $22,468,549 $ - $22,468,549

5

(1) Allowance for Working Capital - Derivation

6 Controllable Expenses $15,958,975 ($1,025,239) $14,933,736 $ - $14,933,736

7 Cost of Power $153,046,408 $4,854,845 $157,901,253 $ - $157,901,253

8 Working Capital Base $169,005,383 $3,829,606 $172,834,989 $ - $172,834,989

9 Working Capital Rate % (2) 13.00% 0.00% 13.00% 0.00% 13.00%

10 Working Capital Allowance $21,970,700 $497,849 $22,468,549 $ - $22,468,549

(2)

(3)

Notes

$132,458,506 ($1,652,896) $130,805,610Total Rate Base $130,805,610 $ -

Some Applicants may have a unique rate as a result of a lead-lag study.  The default rate for 2014 cost of service applications is 13%.

Average of opening and closing balances for the year.

Revenue Requirement Workform 
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Utility Income

Line 

No.
Particulars                                

Initial 

Application   
Adjustments

Settlement 

Agreement
Adjustments

Per Board 

Decision

Operating Revenues:

1 Distribution Revenue (at 

Proposed Rates)

$27,966,045 ($57,166) $27,908,879 $ - $27,908,879

2 Other Revenue (1) $1,299,379 $54,000 $1,353,379 $ - $1,353,379

3 Total Operating Revenues

Operating Expenses:

4 OM+A Expenses $15,803,311 ($866,408) $14,936,903 $ - $14,936,903

5 Depreciation/Amortization $4,756,246 $775,594 $5,531,840 $ - $5,531,840

6 Property taxes $155,664 $ - $155,664 $ - $155,664

7 Capital taxes $ - $ - $ - $ - $ -

8 Other expense $ - $ - $ -

9 Subtotal (lines 4 to 8)

10 Deemed Interest Expense $3,792,294 ($51,804) $3,740,490 $4,481 $3,744,971

11 Total Expenses (lines 9 to 10) $24,507,515 ($142,618) $24,364,897 $4,481 $24,369,378

12 Utility income before income 

taxes $4,757,909 $139,452 $4,897,361 ($4,481) $4,892,880

13 Income taxes (grossed-up)

14 Utility net income

(1)   Specific Service Charges $554,855 $ - $554,855 $554,855

  Late Payment Charges $137,500 $ - $137,500 $137,500

  Other Distribution Revenue $607,024 $54,000 $661,024 $661,024

  Other Income and Deductions $ - $ - $ -

Total Revenue Offsets

$20,715,221

$1,299,379 $1,353,379

Notes

$4,897,361

$20,624,407$20,624,407

$ -

$ -

$ -

$29,262,258$29,262,258 $ -$29,265,424 ($3,166)

($90,814)

$ -$ -

$4,892,880$4,757,909 ($4,481)

$54,000 $1,353,379 $ -

$ -

$139,452

Other Revenues / Revenue Offsets 

Revenue Requirement Workform 
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Line 

No.
Particulars Application

Settlement 

Agreement

Per Board 

Decision

Determination of Taxable Income

1 $4,757,910 $4,897,362 $4,698,538

2 ($4,641,026) ($4,430,741) ($4,641,026)

3 $116,884 $466,622 $57,512

Calculation of Utility income Taxes

4 Income taxes $ - $ - $ -

5
Capital taxes

$ - $ - $ -

6 Total taxes

7 Gross-up of Income Taxes $ - $ - $ -

8 Grossed-up Income Taxes $ - $ - $ -

9
$ - $ - $ -

10 Other tax Credits $ - $ - $ -

Tax Rates

11 Federal tax (%) 0.00% 0.00% 0.00%

12 Provincial tax (%) 0.00% 0.00% 0.00%

13 Total tax rate (%) 0.00% 0.00% 0.00%

Notes

Taxes/PILs

$ - $ -

Utility net income before taxes

Adjustments required to arrive at taxable utility 

income

Taxable income

PILs / tax Allowance (Grossed-up Income 

taxes + Capital taxes)

$ -

Capital Taxes not applicable after July 1, 2010 (i.e. for 2011 and later test years)

Revenue Requirement Workform 

5



Line 

No.
Particulars Cost Rate Return

(%) ($) (%) ($)

Debt

1   Long-term Debt 56.00% $74,176,763 4.96% $3,682,618

2   Short-term Debt 4.00% $5,298,340 2.07% $109,676

3 Total Debt 60.00% $79,475,103 4.77% $3,792,294

Equity

4   Common Equity 40.00% $52,983,402 8.98% $4,757,910

5   Preferred Shares 0.00% $ - 0.00% $ -

6 Total Equity 40.00% $52,983,402 8.98% $4,757,910

7 Total 100.00% $132,458,506 6.46% $8,550,203

(%) ($) (%) ($)

Debt

1   Long-term Debt 56.00% $73,251,142 4.96% $3,630,090

2   Short-term Debt 4.00% $5,232,224 2.11% $110,400

3 Total Debt 60.00% $78,483,366 4.77% $3,740,490

Equity

4   Common Equity 40.00% $52,322,244 9.36% $4,897,362

5   Preferred Shares 0.00% $ - 0.00% $ -

6 Total Equity 40.00% $52,322,244 9.36% $4,897,362

7 Total 100.00% $130,805,610 6.60% $8,637,852

(%) ($) (%) ($)

Debt

8   Long-term Debt 56.00% $73,251,142 4.96% $3,636,664

9   Short-term Debt 4.00% $5,232,224 2.07% $108,307

10 Total Debt 60.00% $78,483,366 4.77% $3,744,971

Equity

11   Common Equity 40.00% $52,322,244 8.98% $4,698,538

12   Preferred Shares 0.00% $ - 0.00% $ -

13 Total Equity 40.00% $52,322,244 8.98% $4,698,538

14 Total 100.00% $130,805,610 6.46% $8,443,509

(1)

Initial Application

Capitalization/Cost of Capital

Capitalization Ratio

Data in column E is for Application as originally filed.  For updated revenue requirement as a result of interrogatory 

responses, technical or settlement conferences, etc., use colimn M and Adjustments in column I

Per Board Decision

Settlement Agreement

Notes

Revenue Requirement  
Workform 
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Revenue Deficiency/Sufficiency

1 Revenue Deficiency from Below $3,772,502 $3,579,781 $3,385,438

2 Distribution Revenue $24,193,543 $24,193,543 $24,329,099 $24,329,098 $24,329,099 $24,523,441

3 Other Operating Revenue 

Offsets - net

$1,299,379 $1,299,379 $1,353,379 $1,353,379 $1,353,379 $1,353,379

4 Total Revenue $25,492,922 $29,265,424 $25,682,478 $29,262,258 $25,682,478 $29,262,258

5 Operating Expenses $20,715,221 $20,715,221 $20,624,407 $20,624,407 $20,624,407 $20,624,407

6 Deemed Interest Expense $3,792,294 $3,792,294 $3,740,490 $3,740,490 $3,744,971 $3,744,971

8 Total Cost and Expenses $24,507,515 $24,507,515 $24,364,897 $24,364,897 $24,369,378 $24,369,378

9 Utility Income Before Income 

Taxes

$985,407 $4,757,909 $1,317,581 $4,897,361 $1,313,100 $4,892,880

   

10 Tax Adjustments to Accounting               

Income per 2013 PILs model

($4,641,026) ($4,641,026) ($4,430,741) ($4,430,741) ($4,430,741) ($4,430,741)

11 Taxable Income ($3,655,619) $116,883 ($3,113,159) $466,621 ($3,117,641) $462,139

12 Income Tax Rate 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

13

Income Tax on Taxable Income

$ - $ - $ - $ - $ - $ -

14 Income Tax Credits $ - $ - $ - $ - $ - $ -

15 Utility Net Income $985,407 $4,757,909 $1,317,581 $4,897,361 $1,313,100 $4,892,880

16 Utility Rate Base $132,458,506 $132,458,506 $130,805,610 $130,805,610 $130,805,610 $130,805,610

17 Deemed Equity Portion of Rate 

Base 

$52,983,402 $52,983,402 $52,322,244 $52,322,244 $52,322,244 $52,322,244

18 Income/(Equity Portion of Rate 

Base)

1.86% 8.98% 2.52% 9.36% 2.51% 9.35%

19 Target Return - Equity on Rate 

Base

8.98% 8.98% 9.36% 9.36% 8.98% 8.98%

20 Deficiency/Sufficiency in Return 

on Equity

-7.12% 0.00% -6.84% 0.00% -6.47% 0.37%

21 Indicated Rate of Return 3.61% 6.46% 3.87% 6.60% 3.87% 6.60%

22 Requested Rate of Return on 

Rate Base

6.46% 6.46% 6.60% 6.60% 6.46% 6.46%

23 Deficiency/Sufficiency in Rate of 

Return

-2.85% 0.00% -2.74% 0.00% -2.59% 0.15%

24 Target Return on Equity $4,757,910 $4,757,910 $4,897,362 $4,897,362 $4,698,538 $4,698,538

25 Revenue Deficiency/(Sufficiency) $3,772,502  ($0) $3,579,781 ($1) $3,385,438 $194,342

26 Gross Revenue 

Deficiency/(Sufficiency)

$3,772,502 (1) $3,579,781 (1) $3,385,438 (1)

(1)

Notes:

ParticularsLine 

No.

Initial Application

Revenue Deficiency/Sufficiency divided by (1 - Tax Rate)

At Proposed 

Rates

At Proposed 

Rates

At Current 

Approved Rates

Per Board Decision

At Current 

Approved Rates

Settlement Agreement

At Current 

Approved Rates

At Proposed 

Rates

Revenue Requirement Workform 
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Revenue Requirement

Line 

No.

Particulars Application   
Settlement 

Agreement

1 OM&A Expenses $15,803,311 $14,936,903

2 Amortization/Depreciation $4,756,246 $5,531,840

3 Property Taxes $155,664 $155,664

4

Capital Taxes $ - $ -

5 Income Taxes (Grossed up) $ - $ -

6 Other Expenses $ -

7 Return

Deemed Interest Expense $3,792,294 $3,740,490

Return on Deemed Equity $4,757,910 $4,897,362

8 Service Revenue Requirement 

(before Revenues) $29,265,424 $29,262,259

9 Revenue Offsets $1,299,379 $1,353,379

10 Base Revenue Requirement $27,966,045 $27,908,880

(excluding Tranformer Owership 

Allowance credit adjustment)

11 Distribution revenue $27,966,045 $27,908,879

12 Other revenue $1,299,379 $1,353,379

13 Total revenue

14 Difference (Total Revenue Less 

Distribution Revenue Requirement 

before Revenues) (1) (1) (1)

(1) Line 11 - Line 8

$5,531,840

$155,664

$29,067,916

Notes

$1,353,379

$29,262,258

($1)($0)

$29,265,424

Per Board Decision

$29,262,258

$194,342

$27,908,879

$ -

$3,744,971

$4,698,538

$ -

$29,067,916

$14,936,903

Revenue Requirement Workform 
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