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CALCULATION OF REVENUE DEFICIENCY OR
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2.6 Calculation of Revenue Deficiency
Determination of Net Utility Income

The current rates are based on Board approved rates effective May 1, 2016 through an IRM
proceeding (EB-2015-0052). Existing revenues based on Board approved rates, which are used
in calculating utility income are comprised of distribution revenue and exclude price differentials
captured in RSVA'’s or DVA balances. A summary of existing and projected distribution revenue
is compared in the below table. The revenues are based on forecasted 2017 power sales. See

Exhibit 3 for load forecast details.

Table 6-1: Comparison Existing and Projected Distribution Revenue

2017 Distribution Revenue

Distribution Revenue at Current Rates 1,272,766
Distribution Revenue at Proposed Rates | 1,415,718
142,952

Revenue Deficiency

Atikokan’s utility net income for the 2017 Test Year is $125,727 as shown in Table 6-2 below.
This is taken from the Revenue Requirement Work Form (“RRWEF”) Tab 5. Utility Income. In
accordance with the filing requirements, the RRWF has been included in this Exhibit as

Attachment A and also included as excel version.

Atikokan has ensured that numbers entered in the RRWF reconcile with the appropriate numbers
in other Exhibits of this Application. See Page 6, section ‘Revenue Deficiency or Sufficiency in

Revenue’ of this Exhibit for comment on a difference that exists.
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Line Particulars Initial
No. Application
Operating Revenues:
1 Distribution Revenue (at $1,415,718
Proposed Rates)
2 Other Revenue @ $102,770
3 Total Operating Revenues $1,518,488
Operating Expenses:
4 OM+A Expenses $1,097,396
5 Depreciation/Amortization $197,470
6 Property taxes $20,007
7 Capital taxes $-
8 Other expense $-
9 Subtotal (lines 4 to 8) $1,314,873
10 Deemed Interest Expense $65,654
11 Total Expenses (lines 9 to 10) $1,380,527
12 Utility income before
income taxes $137,961
13 Income taxes (grossed-up) $12,234
14 Utility net income $125,727
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1  Statement of Rate Base
2
3  Atikokan’s Rate Base is calculated on Atikokan’'s deemed capital structure in accordance with the
4  Board’s Filing Requirements and for the 2017 Test Year is summarized below in Table 6-3.
5 Table 6-3: 2017 Rate Base
Rate Base and Working Capital Allowance
2017 Test Year (MIFRS)
Opening Balance Gross Fixed Assets 6,441,645
Ending Balance Gross Fixed Assets 6,947,717
Average Balance Gross Fixed Assets $ 6,694,681
Opening Balance Accumulated Amortization 3,619,157
Closing Balance Accumulated Amortization 3,676,042
Average Balance Accumulated Amortization $ 3,647,600
Allowance For Working Capital 7.5% $ 373,114
6 Total Rate Base $ 3,420,196
Working Capital Calculation
2017 Test Year (MIFRS)
Operations 376,877
Maintenance 120,741
Billing and Collecting 184,336
Administrative and General Expenses 415,442
Taxes other than Income Taxes (Property Tax) 20,007
Total Eligible Distribution Expenses 1,117,403
Cost of Power 3,857,454
Total Expenses for Working Capital 4,974,857
Working Capital Factor 7.5%
7 Total Working Capital Allowance $373,114
8
9  Actual Utility Return on Rate Base
10
11  Atikokan's Return on Rate Base in scenarios of both existing and proposed rates is calculated
12 below as from the Filing Requirements Revenue Requirement Work Form. This assumes a 60%
13 debt and 40% equity.



Table 6-4: Return on Rate Base

Revenue Deficiency/Sufficiency

Atikokan Hydro Inc.
EB-2016-0056

Exhibit 5 — Cost of Capital
Page 5 of 25

Filed: October 3, 2016

Initial Application

. . At Current At Proposed
Line Particulars
No Approved Rates Rates
1  Rewvenue Deficiency from Below $153,785
2  Distribution Revenue $1,272,766 $1,261,933
3  Other Operating Revenue $102,770 $102,770
Offsets - net
4  Total Revenue $1,375,536 $1,518,488
5 Operating Expenses $1,314,873 $1,314,873
6  Deemed Interest Expense $65,654 $65,654
8 Total Cost and Expenses $1,380,527 $1,380,527
9 Utility Income Before Income ($4,991) $137,961
Taxes
10  Tax Adjustments to Accounting ($56,401) ($56,401)
Income per 2013 PILs model
11  Taxable Income ($61,392) $81,560
12 Income Tax Rate 15.00% 15.00%
13 Income Tax on Taxable $- $12,234
Income
14  Income Tax Credits $ - $ -
15  Utility Net Income ($4,991) $125,727
16  Utility Rate Base $3,420,195 $3,420,195
17 Deemed Equity Portion of Rate $1,368,078 $1,368,078
Base
18 Income/(Equity Portion of Rate -0.36% 9.19%
Base)
19 Target Return - Equity on Rate 9.19% 9.19%
Base
20 Deficiency/Sufficiency in Return -9.55% 0.00%
on Equity
21 Indicated Rate of Return 1.77% 5.60%
22 Requested Rate of Return on 5.60% 5.60%
Rate Base
23 Deficiency/Sufficiency in Rate of -3.82% 0.00%
Return
24  Target Return on Equity $125,726 $125,726
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Indicated Rate of Return

Atikokan'’s indicated Rate of Return is 1.77% as shown in Table 6-4 above. The indicated rate of

return is calculated using the 2017 Test Year load forecast at existing rates.
Requested Rate of Return

The requested rate of return is 5.60% as per the OEB prescribed Cost of Capital Parameters,
dated October 15, 2015 and the Cost of Capital Report dated December 11, 2009.

Table 6-5: Request Rate of Return

Particulars Capitalization Ratio Cost Rate Return
(%) $) (%) %)
Debt
Long-term Debt | 56.00%)|$1,915,310 3.31%| $63,397
Short-term Debt 4.00% $136,808 1.65%| $2,257
Total Debt 60.0%[ $2,052,118 3.20%| $65,654
Equity
Common Equity | 20.00%[ $684,039 9.19%| $62,863
Preferred Shares | 20.00%( $684,039 9.19%| $62,863
Total Equity 40.0%|$1,368,078 9.19% | $125,726
Total 100.0% | $3,420,196 | 5.60%) $191,380

Deficiency or Sufficiency in Revenue

Based on Atikokan’s 2017 Test Year Revenue Requirement and existing rates; the completed
Revenue Requirement Work Form illustrates Atikokan has a revenue deficiency. Atikokan would
like to point out that in Tab 8, row 25 of the Board’s RRWF Model, it incorrectly displays the
Revenue Deficiency as being $130,717 as opposed to $142,952 as shown and supported in the
Cost Allocation Model v3.4a. Atikokan believes this incorrect revenue deficiency in the RRWF
Model is the result of the treatment by the model of the taxable income loss at “current approved
rates”. The RRWF Model does not allow income tax on taxable income to be less than zero in the
“At Current Approved Rates” column of Tab 8. This restriction needs to be removed in order to

produce the correct revenue deficiency in Tab 8 of the RRWF.
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Gross Deficiency or Sufficiency in Revenue

The gross revenue deficiency is calculated at $153,785; see Table 6-4, earlier in this exhibit. The
calculation provides the 2017 Test Year at Proposed Rates, which balances the revenue

Deficiency, Net Income and Total Return on Rate Base.

2.6.1 Revenue Requirement Work Form

Atikokan has determined that the Revenue Deficiency for the 2017 Test Year is $142,952 as
outlined in Table 6-1. This deficiency is calculated as the difference between the 2017 Test Year
Revenue Requirement of $1,415,718 and the Forecast Test Year Revenue, based on the 2016
approved rates of $1,272,766.

Table 6-6: Revenue Deficiency

2017 Test 2017 Test -
Revenue Existing Rates | Required Revenue
Revenue Deficiency 142,952
Distribution Revenue 1,272,766 1,272,766
Other Operating Revenue (Net) 102,770 102,770
Total 1,375,536 1,518,488

Atikokan’s Revenue Requirement consists of the following:

e Operations, Maintenance and Administration (including Billing) (“OM&A”) expenses,
o Depreciation/Amortization,

e Property Taxes,

e PILS, and

¢ Return on Rate Base (deemed interest and return on equity);

¢ Less: Revenue Offsets

Atikokan’s Revenue Requirement is primarily received through electricity distribution rates with
other revenue from Board Approved specific service charges such as late payment charges and
other miscellaneous charges. These other revenues, described in Exhibit 3, are offset against
Atikokan’s service revenue requirement to calculate the base revenue requirement upon which

class specific distribution rates are calculated.
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Atikokan would like to note that in Tab 8, row 25 of the Board’s RRWF Model, it incorrectly displays

the Revenue Deficiency as being $130,717 as opposed to $142,952 as shown the Cost Allocation
Model v3.4a. Atikokan believes this incorrect revenue deficiency in the RRWF Model is the result
of the treatment by the model of the taxable income loss at “current approved rates”. The RRWF
Model does not allow income tax on taxable income to be less than zero in the “At Current
Approved Rates” column of Tab 8. This restriction needs to be removed in order to produce the

correct revenue deficiency in Tab 8 of the RRWF.

The drivers for the revenue deficiency by ‘inputs’ into the revenue requirement calculation are as

follows in Table 6.7 with explanations to follow:

Table 6.7: Revenue Requirement Analysis

Revenue Requirement Last Rebasing

Input Factors Year 2012 2017 Test Year Variance

Distribution Revenue - Existing Rates 1,272,766
OM&A 1,030,000 1,097,396 67,396
Depreciation 150,398 197,470 47,072
Property Tax - 20,007 20,007
PILS 9,297 12,234 2,937
Other Expenses 2,261 - 2,261
Return on Debt (interest) 68,490 65,654 |- 2,836
Return on Equity 102,126 125,726 23,600
Total 1,358,050 1,518,487 160,437
Other Revenue (Offsets) 125,235 102,770 |- 22,465

Revenue Deficiency 142,952
Rate Base 2,799,500 3,420,195 620,695
Working Capital Allowance Factor 15% 7.5% -7.50%

e Operations, Maintenance and Administration (including Billing) (“OM&A”) expenses

0 OM&A for 2017 is $67,396 higher than the 2012 Board approved amount, which
represents an increase of 6.50%. Atikokan does not have many OM&A Cost

drivers exceeding the $50,000 threshold but Salaries, wages and benefits. This
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threshold having increased $62,989 since the last Board Approved rebasing year

as per collective agreements. The cost drivers underlying this increase are

explained in Exhibit 4.

Other cost drivers that have been considerably increased or decreased since the

last rebasing year but are below the materiality threshold include the following:

Increase of $21,619 in expenses for Metering Service Provider for Smart
Metering

Greater capitalization of OM&A $53k

Atikokan used less Consulting services in preparation of the 2017 Cost of
Service Rate Application compared to the 2012 Rate Application,
contributing to in a decrease in Outside Professional Services and
Regulatory Expenses. Atikokan became a member of Utility Standards
Forum during 2016 and now as an annual membership fee as a result; an
expense that did not exist during 2012 Rate Application. Both of these
among other immaterial changes contribute to a net decrease of $48,550
between Outside Professional Services and Regulatory Expenses.
Vegetation Control & Maintenance including tree trimming and pesticide
spraying $20,000

e Depreciation/Amortization,

o The growth in Atikokan’s rate base has resulted in depreciation expense increase
of $47,072 over the Last Rebasing Year 2012.

e Property Taxes

(0]

e PILS

In the last rebasing year (2012), Atikokan had Property Tax expenses but these

were included in OM&A. Atikokan is now recording its Property Tax expense for

the Test Year in amount of $20,007 in account 6105 (Taxes other than Income Tax

and PILS) as per the Board’'s Accounting Procedures Handbook. Where the

property tax variance would actually only be the inflationary change over the years,

due to the accounting it perceivably creates a variance.

PILS has slightly increased; but the increase is immaterial. The increase in PILS

is attributable to the increased return on equity.
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Return on Debt
0 Annual debt and interest payments has occurred since the Last Rebasing Year
and is anticipated to continue over the forecast period. Atikokan’s debt has been
diminishing (See Exhibit 5) but Atikokan forecasts to borrow in the 2017 Test Year.
Return on Rate Base
0 The proposed rate base for 2017 is $620,696 or 18.1% higher than the 2012
Board-approved amount. The increase in the rate base drives an increase to the
revenue requirement. The factors contributing to the change in the rate base are
discussed in detail in Exhibit 2 but for the most part, are due to investments in the
distribution due to the aging infrastructure and the change to smart metering. The
rising cost of power and increased load forecast (Exhibit 3) since the 2012 Board
Approved Load Forecast also contributes to an increased Rate Base. Also, OEB
approved a deemed Return on Equity of 9.12% for the 2012 Rebasing Year;
whereas the 2016 Board Capital Parameters ROE is 9.19%; a slight increase.
Atikokan acknowledges this parameter is subject to change. It should be noted the
return on Rate Base increase is slightly offset but the reduced Working Capital
Allowance Factor to 7.5% from 15%.
Revenue Offsets
0 Total project 2017 Test Year Other Revenue is $22,465 less than 2012 Board
Approved and is consistent with historical actual other revenue. Thereby less other
revenue to offset the revenue requirement collected through distribution rates. See
Exhibit 3.
Other Interest
o0 Interest from Deferral and Variance accounts has remained mostly constant. The
proposed interest rate OEB prescribed has decreased 1.47% to 1.10%. This is not

included in Revenue Requirement as per APH.
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APPENDIX A: Revenue Requirement Workform (RRWF)

f& Ontario Energy Board
Revenue Requirement Workform =
(RRWEF) for 2017 Filers -

Utility Name | Atikokan Hydro Inc.
Service Termitory
Assigned EB Number |EB-2016-0056
Name and Title |Jen Wiens, CEO Secretary/Treasurer
Phone Number |807-597-6600

Email Address [jen.wiens@athydro.com

The RRWF has been enhanced commencing with 2017 rate applications to provide estimated base distribution rates. The enhanced RRWF is not intended to replace a utility’s formal rate
generator model which should continue to be the source of the proposed rates as well as the final ones at the conclusion of the proceeding. The load forecasting addition made to this
model is intended to be demonstrative only and does not replace the information filed in the utility's application. In an effort to minimize the i ntal work ired from utilities, the cost
allocation and rate design additions to this model do in fact repl. former app ices that were requi tuheﬂadaspﬁdthecustn{m[(}hqﬁerﬂingmqulmaﬂs

This Workbook Model is p: by ight and is being made available fo you solely for the purpose of filing your applicaion. You may use and copy this model

.brlhii'purpom, mdwﬂdsampyufﬁsmoddbmywmn that is advising or assisting you in that regard. Except as indicated above, any copying, rvpmdu\cﬂon,
ication, sale, I modification, reverse engineering or other use or dissemination of this model without the exg writfen

Ontario Energy Board is prohibited. If you provide a copy of this model to a person that is g or g you in preg g the apy or ynurm

rate order, you must ensure that the person understands and agrees fo the restrictions noted above.

While this model has been provided in Excel format and is required to be filed with the appli
data and the resulis

jons, the onus ins on the Ji 1o ensure the accuracy of the
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f&A Ontario Energy Board
Revenue Requirement Workform
(RRWF) for 2017 Filers

1. Info 8. Rev _Def Suff
2. Table of Contents 9. Rev_Reqt
3. Data Input Sheet 10. Load Forecast
4. Rate Base 11. Cost Allocation
5. Utility Income 12. Residential Rate Design
6. Taxes PlLs 13. Rate Design and Revenue Reconciliation
7. Cost of Capital 14. Tracking Sheet
Notes:
{1 Pale green cells represent inputs
2 Pale green boxes at the bottom of each page are for additional notes
3) Pale yellow cells represent drop-down lists

@
5

Please note that this model uses MACROS. Before starting, please ensure that macros have been enabled.
Completed versions of the Revenue Requirement Work Form are required to be filed in working Microsoft Excel format.



Atikokan Hydro Inc.
EB-2016-0056

Exhibit 5 — Cost of Capital
Page 13 of 25

Filed: October 3, 2016

fgA Ontario Energy Board
Revenue Requirement Workform
(RRWEF) for 2017 Filers

Data Input "

Initial @ ™ Per Board
Application Decision
1 Rate Base
Gross Fixed Assels (average) $6,694,681 $ 6,694,681 $6,604,681
A Depreciation ( ge) ($3,647,600) ® ($3,647,600) ($3,647,600)
Allowance for Working Capital:
Controllable Expenses $1,117,403 $ 1117403 $1,117.403
Cost of Power $3,857 454 $ 3.857454 $3,857 454
Waorking Capital Rate (%) 7.50% @ 7.50% @ 7.50% @
2 UWtility Income
Operating Revenues:
Distribution Revenue at Current Rates $1,272,766
Distribution R at Proposed Rates §$1.415718
Other Revenue:
Specific Senice Charges $5,885
Late Payment Charges 57,543
‘Other Distribution Revenue 34,875
Other Income and Deductions 584 467
Total Revenue Offsets 102770 @
Operating Expenses:
OM+A Expenses $1,007,396 $ 109739 $1,097,396
Depreciation/Amortization $197,470 $ 197,470 $197 470
Property taxes $20,007 $ 20,007 $20,007
Other expenses
3 Taxes/PlLs
Taxable Income:
Adjustments required to amive at taxable (556,401) ®
income
ILitility Income Taxes and Rates:
Income taxes (not grossed up) $10,399
Income taxes (grossed up) $12,234
Federal tax (%) 4.50% 4.50% 4.50%
Provincial tax (%) 10.50% 10.50% 10.50%
Income Tax Credits
4 Capitalization/Cost of Capital
Capital Structure:
Long-term debt Capitalization Ratio (%) 56.0% 56.0% 56.0%
Short-term debt Capitalization Ratio (%) 4.0% ™ 4.0% = 4.0% @
e Equity Capitalization Ratio (%) 40.0% 40.0% 40.0%
Prefered Shares Capitalization Ratio (%)
100.0% T 1000% T 100.0%
Cost of Capital
Long-term debt Cost Rate (%) 3.31% 3.31% 3.31%
Short-term debt Cost Rate (%) 1.65% 1.65% 1.65%
Common Equity Cost Rate (%) 9.19% 9.19% 9.19%

Prefered Shares Cost Rate (%)



Atikokan Hydro Inc.
EB-2016-0056

Exhibit 5 — Cost of Capital
Page 14 of 25

Filed: October 3, 2016

¥4 Ontario Energy Board
Revenue Requirement Workform
(RRWEF) for 2017 Filers

Rate Base and Working Capital

Rate Base
Line . Initial Per Board
No. Particulars Applicati Decision
1 Gross Fixed Assets (average) @ $6,694,681 $- 36,694,681 $- $6,694,681
2 Accumulated Depreciation (awerage) ¥ ($3,647,600) $- (33,647 ,600) $- (33,647,600)
3 Nel Fixed Assels (awerage) @ $3,047,081 $- $3,047,081 $- $3,047,081
4 Allowance for Working Capital n $373,114 $- $373,114 3- $373,114
5 Total Rate Base $3,420,195 $- $3,420,195 §- $3,420,195

) Allowance for Working Capital - Derivation

6 Controllable Expenses $1,117,403 $- $1,117,403 $- $1,117,403

7 Cost of Power $3,857,454 $- $3,857,454 $- $3,857.454

8 Working Capital Base 34,974,857 $- $4 974,857 $- $4,974.857

9 Working Capital Rate % " 7.50% 0.00% 7.50% 0.00% 7.50%

10 Working Capital Allc $373,114 $- $373,114 $- $373,114
Notes

m Some Applicants may have a unique rate as a result of a leacHag study. The default rate for 2017 cost of senice applications is 7.5%, per the letter
issued by the Board on June 3, 2015.
@ Average of opening and closing balances for the year.
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Utility Income
Line . Initial Per Board
No. Particulars e Decision
Operating Revenues:
1 Distribution Revenue (at $1,415,718 ($1,415,718) $- $- $-
Proposed Rates)
2 Other Revenue m $102,770 ($102,770) 5- [ s
3 Total Operating Revenues $1,518,488 (51,518,488) $- $- $-
Operating Expenses:
4 OM+A Expenses $1,097,396 $- $1,097,396 $- $1,097,396
s Depreciation/Amontization $197 470 g- 197 470 - 197 470
6 Property taxes $20,007 $- $20,007 $- $20,007
7 Capital taxes 5- 5- 5- 5- 5-
8 Other expense $- $- $-
9 Subtotal (lines 4 to 8) $1,314,873 $- $1,314,873 5- $1,314,873
10 Deemed Interest Expense $65,654 $- $65,654 $- $65,654
11 Total Expenses (lines 8 to 10) $1,380,527 $- $1,380,527 $- $1,380,527
12 Utility income before
income taxes $137,961 {51,518,488) {$1,380,527) $- {$1,380,527)
13 taxes (g -up) $12,234 $- $12,234 $- $12,234
14 Utility net income $125 727 ($1,518,488) ($1,392,761) $- ($1,392,761)
Notes Other Revenues /| Revenue Offsets
0 Specific Senice Charges $5,885 $- $-
Late Payment Charges $7,543 $- $-
Other Distribution Revenue $4,875 - $-
Other Income and Deductions $84, 467 $- $-
Total Revenue Offsets $102,770 $- $- $- 5-
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@ Ontario Energy Board
Revenue Requirement Workfor
(RRWEF) for 2017 Filers

Taxes/PlLs
Line i g g Per Board
Particul Applicat
No. articulars pplication Decialon

Determination of Taxable Income

1 Utility net income before taxes $125,726 $125,726 $125,726

2 Adjustments required to amive at taxable ($56,401) $- $-
utility income

3 Taxable income $69,325 $125,726 $125,726

Calculation of Utility income Taxes

4 Income taxes $10,399 $10,399 $10,399
6 Total taxes $10,399 $10,399 $10,399
7 Gross-up of Income Taxes $1,835 $1,835 $1,835
8 Grossed-up Income Taxes $12,234 $12,234 $12,234
9 PlLs / tax Allowance (Grossed-up Income
taxes + Capital taxes) $12,234 $12,234 $12,234
10 Other tax Credits $- $- $-
Tax Rates
1 Federal tax (%) 4.50% 4.50% 4.50%
12 Provincial tax (%) 10.50% 10.50% 10.50%

13 Total tax rate (%) 15.00% 15.00% 15.00%




@ Ontario Energy Board
Revenue Requirement Workforr
(RRWEF) for 2017 Filers

Capitalization/Cost of Capital

"'“':’ Particulars Capitalization Ratio Cost Rate
Initial Application
(%) (%) (%)
Debt
1 Long-term Debt 56.00% $1,915,309 3.31%
2 Short-term Debt 4.00% $136,808 1.65%
3 Total Debt 60.00% $2,052,117 3.20%
Equity
4 Common Equity 40.00% $1,368,078 9.19%
5 Preferred Shares 0.00% $- 0.00%
6 Total Equity 40.00% $1,368,078 9.19%
7 Total 100.00% $3,420,195 5.60%
(%) (%) (%)
Debt
1 Long-term Debt 56.00% $1,915,309 3.31%
2 Short-term Debt 4.00% $136,808 1.65%
3 Total Debt 60.00% $2,052,117 3.20%
Equity
4 Common Equity 40.00% $1,368,078 9.19%
5 Preferred Shares 0.00% $- 0.00%
6 Total Equity 40.00% $1,368,078 9.19%
7 Total 100.00% $3,420,195 5.60%
Per Board Decision
(%) %) (%)
Debt
8 Long-term Debt 56.00% $1,915,309 3.31%
9 Short-term Debt 4.00% $136,808 1.65%
10 Total Debt 60.00% $2,052,117 3.20%
Equity
1" Common Equity 40.00% $1,368,078 9.19%
12 Preferred Shares 0.00% $- 0.00%
13 Total Equity 40.00% $1,368,078 9.19%
14 Total 100.00% $3,420,195 5.60%

Atikokan Hydro Inc.
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Retum
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$63,397
$2,257
$65,654

$125,726
$-
$125,726

$191,380
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$2,257
$65,654
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Per Board Decision

Line Particulars At Current At Proposed At Current At Proposed At Current At Proposed
No. Approved Rates Rates Approved Rates Rates Approved Rates Rates
1 Revenue Deficiency from Below $153,785 $274,691 $1,772,063
2 Distribution Revenue $1,272,768 $1,261,933 $1,272,766 $1,141,027 $- ($1,772,083)
3 Other Operating Revenue $102,770 $102,770 $- $- $- $-
Offsets - net
4 Total Revenue $1,375,536 $1,518,488 $1,272,766 $1,415,718 $- $-
3 Operating Expenses $1,314 873 $1,314,873 $1,314873 $1,314873 $1,314,873 $1,314,873
6 Deemed Interest Expense $65,654 $65,654 $65,654 $65,654 $65,6854 $65,654
8 Total Cost and Expenses $1,380,527 $1,380,527 $1,380,527 $1,380,527 $1,380,527 $1,380,527
9 Utility Income Before Income (54,991) $137,961 ($107,761) $35191 ($1,380,527) ($1,380,527)
Taxes
10 Tax Adj to A g ($56,401) (556,401) ($56,401) (556,401) $- $-
Income per 2013 PlLs model
" Taxable Income ($61,392) $81,560 (5164,162) ($21,210) ($1,380,527) ($1,380,527)
12 Income Tax Rate 15.00% 15.00% 15.00% 15.00% 15.00% 15.00%
413  Income Tax on Taxable $- $12,234 $- $ - $- $-
Income
14  Income Tax Credits $- $- $- $- $- 5-
15 Utility Net Income ($4,991) $125,727 ($107,761) ($1,392,761) ($1,380,527) ($1,392,761)
16 Utility Rate Base $3,420,195 $3,420,195 $3,420,195 $3,420,195 $3,420,195 $3,420,195
17 Deemed Equity Portion of Rate $1,368,078 $1,368,078 $1,368,078 $1,368,078 $1,368,078 $1,368,078
Base
18 Income/(Equity Portion of Rate -0.36% 9.19% -7.88% -101.80% -100.91% -101.80%
Base)
19 Target Retum - Equity on Rate 9.19% 9.19% 9.19% 9.19% 9.19% 9.19%
Base
20 Deficiency/Sufficiency in Retum -9.55% 0.00% -A7.07% -110.99% -110.10% -110.99%
on Equity
Fal Indicated Rate of Retum 1.77% 5.60% -1.23% -38.80% -38.44% -38.80%
2 Requested Rate of Retum on 5.60% 5.60% 5.60% 5.60% 5.60% 5.60%
Rate Base
23 Deficiency/Sufficiency in Rate of -3.82% 0.00% 6.83% 44 40% -44.04% -44 40%
Retum
24  Target Retum on Equity $125,726 $125,726 $125726 $125,726 $125,726 $125,726
25 R Deficiency/(Sufiiciency ) $130,717 $0 $233,487 ($1,518,488) $1,506,253 ($1,518,488)
26 Gross Revenue $153,785 274691 M $1,772,063
Deficiency/{Sufficiency)
Notes:
m R Deficiency/Sufficiency divided by (1 - Tax Rate)
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Revenue Requirement Workform
(RRWF) for 2017 Filers

Revenue Requirement

Line Particulars Application
No.
1 OM&A Expenses $1,097,396 $1,097,396
2 Amortization/Depreciation $197,470 $197 470
3 Property Taxes $20,007 $20,007
5 Income Taxes (Grossed up) $12,234 $12,234
6 Other Expenses $-
7 Retum
Deemed Interest Expense $65,654 $65,654
Retum on Deemed Equity $125,726 $125,726

8 Service Revenue Requirement

(before Revenues) $1,518,488 $1,518, 488
9 Revenue Offsets $102,770 $-
10 Base Revenue Requirement $1,415,718 $1,518,488

{excluding Tranformer Owership

Allowance credit adjustment)
1" Distribution revenue $1,415718 $-
12 Other revenue $102,770 $-
13 Total revenue $1,518,488 $-
14 Difference (Total Revenue Less

Distribution Revenue

Requirement before Revenues) 30 M (31,518,488)

Per Board Decision

$1,097,396
$197,470
$20,007
$12,234

$65,654
$125,726

$1,518,488

$-
$1,518,488

-
$-

) ($1,518,488)

Summary Table of Revenue Requirement and Revenue Deficiency/Sufficiency

Application Per Board Decision 4% (2)
Service Revenue Requirement $1,518,488 $1,518,488 $1,518,488 ($1)
Grossed-Up Revenue
Deficiency/{Sufficiency) $153,785 $274,691 $1,772,063 ($1)
Base Revenue Requirement (to
be recovered from Distribution
Rates) $1,415,718 $1,518,488 $1,518,488 ($1)
Revenue Deficiency/({Sufficiency)
Associated with Base Revenue
Requirement $142,952 $- ($1) $- ($1))
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This spreadsheel provides a summary of the customer and load foecast on which the test year revenue requirement is derived. The amounts sene as the denominators for dering the rales to recover the fest year revenue mquirement for
purposes of this RRWF.

The information 1o be input is inchusive of any adjustments 1o KWh and KW 1o reflect
. The inputs should

of COM

Appendix 248 is stll mquired fo be Bled oul, as il also provides a year-ower-year variance analysis of demand growth andf trends. fom hisiorical actuals fo the Bridge and Test Year omcasts.

Bvevonawna

-

COM programs planned 1o be executed in the test year. i.e., the load forecas! adjusiments detemined
with the summary of the Load Forecast for the Test Year in Appendix 248 and in Exhibil 3 of the application.

Total

Stage in Process Initial Applcation
‘Cuslomer Class Initial Application Per Board Decision
Inpart the name of each cusiomer class. Customer | KWh KWIKVA M ‘Customer | KWh KWIKVA (1 Customer | KWh KWIKVA M
Connections Connections Connactions
Test Year avarage Annual Annual Test Year avarage Annual Annual Test Year avarage Annual Annual
o mid-year o mid-yoar oF mid-year
Residential 1.389 9,687,147 1.388 9,687,147 1,389 9,687,147
(General Servce Lass Than 50 kW 228 5,139,223 228 5139222 28 5,139,223
(General Servce 50 to 4,999 kW 17 12.043.481 34102 17 12,043,461 34,102 17 12,043,451 34,102
Street Lighting 625 461,749 1430 625 481,749 1,430 625 461,745 1.430
27,331,580
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¥&A Ontario Energy Board
Revenue Requirement Workform
(RRWEF) for 2017 Filers

Cost Allocation and Rate Design

This dsheet repl A\pp 2-P and provides a y of the results from the Cost Allocation spreadsheet, and is used in the determination of the class revenue
t and, hence, ultimately, the ination of rates from customers in all classes to recover the revenue requirement.
Stage in Application Process Inifal Application

A) AHocated Cosis

Mame of Customer Class ™ Costs Allocated from % Allocated Class %
Previous Study Revenue
From Sheet 10. Load Forecast Requirement "
)
1[Residential 5 746,244 60.53% 3§ 986,601 64.97%
2|General Senice Less Than 50 kW 5 287 448 2332% 5 270,798 17.83%
3| General Senvice 50 to 4,999 kW $ 115,030 933% § 172.553 11.36%
4| Street Lighting 5 84,093 682% 3 88,534 5.83%
5 1y 2
6 'T
7| L
8l (¥
9 W
104 T
1 o
12 W
13| T
14 T
15 .
16 L
17 L
18] s
19} LT
20 T
Total $ 1,232,815 100.00% $ 1,518,486 100.00%
Service Revenue $ 1,518,487.52
Requirement (from
Sheet 9)
(1) Class i . from Sheet O-1, Revenue to Cost || RR, row 40, from the Cost Allocation Study in this application. This excludes costs in deferral and
i ts. For Ei Distril A it 4750 - Low Voltage (LV) Costs are also excluded.
{2) Host Di - Provide ion on any embedded distributor(s) as a te class, if applicable. If embedded distri are billed in a General Senice class, include the
costs and of the istributor(s) in the appli class, and also complete Appendix 2-0.
(3) Customer Classes - If these differ from those in place in the previous cost allocation study, modify the customer classes to match the proposal in the cument application as closely
as possible.
B} Calculated Class Revenues
Name of Customer Class Load Forecast (LF} X LF X current LF X Proposed Rates Miscellaneous
PP PP d rates X Revenues
rates {1+d)
(s {rcy Iy g}
1[Residential 5 716,629 $ 797, 117.26 $ 836,308.85 5 63,825
2| General Senice Less Than 50 kW 3 257,902 $ 286,868.29 $ 286.870.00 5 18,166
3|General Senice 50 to 4,999 kW $ 185,047 § 205,830.57 $ 196,020.00 5 11,052
4| Street Lighting 5 113,188 5 125,900.72 5 96,518.00 5 9,727
5
L
7|
8
9
101
11
12
131
14
15|
16
17
18
19|
20|
Total $ 1,272,766 $ 1,415,717 $ 1,415,717 $ 102,770
(4) Incolumns 7B to 7D, LF means Load Forecast of Annud Billing Quantities (i.e., or i as appli X 12 maonths, and kWh, kW or k'VA as applicable.
Revenue quantities should be net of the Transfo O hip All for licabi b classes. Exclud from rate adders and rate riders.

{3) Columns 7C and 7D - Column Total should equa the Base Revenue Requirement for each.
(6) Coumn 7C - The OEB-issued cost allocation model calculates "1+d” on warksheet O-1, cell C22. "d” is defined as Revenue Deficiency/Revenue at Cument Rates.
(7) Column TE - If using the OEB-issued cost allocation moded, enter Mi as it app on 01, row 19,




Atikokan Hydro Inc.
EB-2016-0056

Exhibit 5 — Cost of Capital
Page 22 of 25

Filed: October 3, 2016

C) Rebalancing Revenue-to-Cost Ratios
Name of Customer Class Previously Approved Status Quo Ratios Proposed Ratios Policy Range
Ratios
Most Recent Year: (7C+7E) I (7TA) (7D + 7E) / (7TA)
2012
% % % %
1|Residential 97.30% 87.26% 91.24% 85-115
2|General Senice Less Than 50 kW 120.00% 112.64% 112.64% 80 -120
3|General Senice 50 to 4,999 kW 90.60% 125.69% 120.00% 80 - 120
4]Street Lighting 90.60% 153.19% 120.00% 80 -120
5|
6
7|
8
9
10
11
12]
13|
14
15]
16|
17
18|
19
20
(8) Previously Approved Revenue-to-Cost (R/C) Ratios - For most applicants, the most recent year would be the third year (at the latest) of the Price Cap IR period. For example, if the
applicant, rebased in 2012 with further adjustments to mowve within the range over two years, the Most Recent Year would be 2015. However, the ratios in 2015 would be equal to
those after the adjustment in 2014.
(9) Status Quo Ratios - The OEB-issued cost allocation model provides the Status Quo Ratios on Worksheet O-1. The Status Quo means "Before Rebalancing”.

(10) Ratios shown in red are outside of the allowed range. Applies to both Tables C and D.

©)

Proposed Revenue-to-Cost Ratios %

Name of Customer Class Proposed Revenue-to-Cost Ratio Policy Range
Test Year Price Cap IR Period
2017 2018 2019
Residential 91.24% 91.24% 91.24% 85-115
General Service Less Than 50 kW 112.64% 112.64% 112.64% 80-120
General Senvice 50 to 4,999 kW 120.00% 120.00% 120.00% 80 - 120
Street Lighting 120.00% 120.00% 120.00% 80-120

(11) The applicant should complete Table D if it is applying for approval of a revenue-to-cost ratio in 2017 that is outside of the OEB's policy range for any customer class. Table D will
show that the distributor is likely to enter into the 2018 and 2019 Price Cap IR models, as necessary. For 2018 and 2019, enter the planned revenue-to-cost ratios that will be
"Change" or "No Change" in 2017 (in the current Revenue/Cost Ratio Adjustment Workform, Worksheet C1.1 'Decision - Cost Revenue Adjustment, column d), and enter TBD for

class(es) that will be entered as 'Rebalance'.
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Revenue Requirement Workform

(RRWF) for 2017 Filers

New Rate Design Policy For Residential Customers

Please complete the following tables.

A Data Inputs (from Sheet 10. Load Forecast)

Test Year Billing Determinants for Residential Class

Customers 1,389
KWh | 9,687,147

Proposed Residential Class Specific 3 836,308.85

Revenue Requirement’

Residential Base Rates on Current Tariff
|Monthly Fixed Charge ($) $ 36.95
| Distribution Volumetric Rate ($/kWh) $ 0.0104
B Cumrent Fixed/Variable Split
Base Rates Billing Determinants Revenue % of Total Revenue
Fixed 36.95 1,389 [ $ 615,882.60 85.94%
Variable 0.0104 9,687,147 | § 100,746.33 14.06%
TOTAL - -~ $ 716,628.93
C Calculating Test Year Base Rates
Number of Remaining Rate Design 3
Policy Transition Years?
Test Year Revenue @ | Test Year Base Rates m“;::";:‘;:‘g
Cument F/V Split | @ Current F/V Split ntEIV Spit

Fixed 3 718,737.48 4312[ § 718,724.16

Variable $ 117,571.37 0.0121] § 117,214.48

TOTAL $ 836,308.85 - $ 835,938.64

Revenue
Revenue @ new Final Adjusted Reconciliation @
New FIV Split FIV Split Base Rates Adjusted Rates
Fixed 90.63%| $ 757,92793 | § 4547 | % 757,893.96
Variable 937%| $ 78,380.91 [ § 0.0081 [ § 78,465.89
TOTAL - $ 836,308 85 - $ 836,359.85
Checks®

Change in Fixed Rate $ 235

Difference Between Revenues @ $51.00]

Proposed Rates and Class Specific 0.01%

Notes:

1

The final residential class specific revenue requirement, excluding allocated Miscellaneous Revenues, as shown on Sheet 11. Cost Allocation,
should be used (i.e. the revenue requirement after any proposed adjustments to R/C ratios).

The distributor should enter the number of years remaining before the transition to fully fixed rates is completed. A distributor transitioning to
fully fixed rates over a four year period and began the transition in 2016 would input the number "3 into cell D40. A distributor transitioning
over a five-year period would input the number "4". Where the change in the residential rate design will result in the fixed charge increasing by
more than $4/year, a distributor may propose an additional transition year.

Change in fixed rate due to rate design policy should be less than $4. The difference between the proposed class revenue requirement and the
revenue at calculated base rates should be minimal (i.e. should be reasonably considered as a rounding emor)
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f&# Ontario Energy Board
Revenue Requirement Workform

(RRWEF) for 2017 Filers
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Cost of Capital Rt Base and Capital Expenditures Operating Expemes Revermm Requirom et
[Reterence 'Y fitess | Descripiion ™Y Regudarwd Regulrted Fate Base Working Working Amortization | | TavesPils OmaEA Sendos Otwer m-mlﬁn-uq
Rewmon | Rawof Capieal Capinal Depreciation Reverwe | Revenwes | Requiresent (Revenue
Capital Rotum. Allcwancs (§) Recuirem e | Defictency |
Sarfhics erey
{Original Application s 360 S6M|S  A4MI85|S  ASMEST|S  WAIM(S WIATO|S  122M |3 10073065 1584805 WAT0(S  LMESTIB| S ISA7ES

i




