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5.1  Capital Structure 1 

This section is intended to summarize EPLC’s methodology and cost of financing capital 2 

requirements for the 2018 Test Year.   3 

For clarity, EPLC followed the Report of the Board on the Cost of Capital for Ontario’s Regulated 4 

Utilities (EB-2009-0084, December 11th, 2009), the OEB’s Review of Existing Methodology of the 5 

Cost of Capital for Ontario’s Regulated Utilities (EB-2009-0084, January 14th, 2016) and the 6 

OEB’s letter titled Cost of Capital Parameter Updates for 2017 Cost of Service and Custom 7 

Incentive Rate-setting Applications (October 27th, 2016).   8 

EPLC acknowledges and understands that these rates are subject to change at such time that 9 

the 2018 Cost of Capital parameters are issued by the OEB.   10 

For the purpose of this Application, EPLC has completed its application with a deemed capital 11 

structure of 56% Long Term Debt, 4% Short Term Debt and 40% Equity in accordance with the 12 

OEB issued documentation listed above.  No significant changes to this structure are expected 13 

in the foreseeable future. 14 

In summary, EPLC is requesting the following for the 2018 Test Year: a deemed interest expense 15 

of $1,230,186 and a deemed return on equity of $2,104,644 for a total regulated rate of return 16 

on capital of $3,334,829.  17 

 18 

 19 

 20 

 21 

   22 

 23 

 24 

 25 

 26 
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5.2 Cost of Capital 1 

5.2.1 Cost of Long Term Debt 2 

For the purpose of this Application, EPLC has utilized its actual Long-Term Debt Rate of 3.54% 3 

which is lower than the Board prescribed deemed rate of 3.72% issued by the Board October 4 

27th, 2017.  A summary of EPLC’s Debt Instruments are included as Attachments 5-A, 5B and 5-C 5 

of this Exhibit.  Attachment 5-C is consistent with Board Appendix 2-OB.   6 

EPLC acknowledges and understands that these rates are subject to change at such time that 7 

the 2018 Cost of Capital parameters are issued by the OEB.   8 

5.2.2 Cost of Short Term Debt 9 

For the purpose of this Application, EPLC has utilized and is requesting the Deemed Short-Term 10 

Debt Rate of 1.76% issued by the OEB October 27th, 2017.   11 

EPLC acknowledges and understands that these rates are subject to change at such time that 12 

the 2018 Cost of Capital parameters are issued by the OEB.   13 

5.2.3 Return on Equity 14 

For the purpose of this Application, EPLC has utilized and is requesting the Return on Equity 15 

Rate of 8.78% issued by the OEB October 27th, 2017.   16 

EPLC acknowledges and understands that these rates are subject to change at such time that 17 

the 2018 Cost of Capital parameters are issued by the OEB.   18 

5.2.4 Profit or Loss on Redemption of Debt and/or Preferred Shares 19 

EPLC has not redeemed any debt and does not have any preferred shares therefore this filing 20 

requirement is not applicable.   21 

5.2.5 Notional Debt 22 

EPLC’s deemed and actual long-term debts are relatively close.  For 2018, EPLC is currently 23 

estimating its average long-term debt balance at $25,114,828.  EPLC’s deemed long-term debt 24 

is $35,957,227 which results in notional debt of $10,842,399.  EPLC understands the notional 25 

debt should attract the weighted average cost of actual long-term debt.   26 
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5.2.6 Weighted Average Cost of Capital 1 

Figure 1 below demonstrates EPLC’s previously OEB Approved capital structure consistent with 2 

the OEB Appendix 2-OA.  Further, Figure 2 below demonstrates EPLC’s proposed capital 3 

structure for the 2018 Test Year.  OEB Appendix 2-OA for 2010 and 2018 are affixed as 4 

Attachment 5-E.  For the 2018 Test Year, EPLC is requesting a Weighted Average Cost of Capital 5 

of 5.56% on a proposed Rate Base of $59,927,210 resulting in a Return on Rate Base of 6 

$3,334,829.  Further detail is available in Exhibit 2 of this Application.   7 

 8 

 9 

 10 

 11 

 12 

 13 

Figure 1 – OEB Approved Capital Structure – 2010 COS 
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Year:

Particulars Cost Rate Return

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

Debt

1   Long-term Debt 56.00% $33,559,238 3.54% $1,187,997

2   Short-term Debt 4.00% (1) $2,397,088 1.76% $42,189

3 Total Debt 60.0% $35,956,326 3.42% $1,230,186

Equity

4   Common Equity 40.00% $23,970,884 8.78% $2,104,644

5   Preferred Shares $ - 0.00% $ -

6 Total Equity 40.0% $23,970,884 8.78% $2,104,644

7 Total 100.0% $59,927,210 5.56% $3,334,829

2018 Test Year

Line 

No. Capitalization Ratio

Figure 2 – Proposed Capital Structure – 2018 Test Year 
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5.3  Not for Profit Corporations 1 

EPLC is a for profit corporation therefore this filing requirement is not applicable.   2 

 3 

 4 

 5 

 6 

 7 

 8 

 9 

 10 
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Year 2010

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-Rate?
Start Date

Term              

(years)

Principal                         

($)
Rate (%) 

2
Interest ($) 

1 Additional Comments, if any

1 Municipal Loan Town of Tecumseh Affiliated Fixed Rate 1-Jan-08 5 2,150,296$     6.00% 129,017.76$    

2 Municipal Loan Municipality of Leamington Affiliated Fixed Rate 1-Jan-08 5 1,544,408$     6.00% 92,664.48$      

3 TD 20 yr amort  loan 19 TD Bank Third-Party Fixed Rate 9-Nov-09 10 5,804,859$     4.99% 289,662.46$    

4 TD 10 yr amort loan 40 TD Bank Third-Party Fixed Rate 9-Nov-09 10 5,471,546$     4.48% 245,125.26$    

5 TD BA and Interest Swap TD Bank Third-Party Fixed Rate 4-Nov-08 10 3,300,000$     5.03% 165,990.00$    

6 Mortgage Payable Woodslee Credit Union Third-Party Fixed Rate 15-Sep-03 15 656,713$        5.90% 38,746.07$      

7 TD BA and Interest Swap TD Bank Third-Party Fixed Rate 2-Jun-03 10 3,000,000$     6.55% 196,500.00$    

Total 21,927,822$   5.28% 1,157,706.03$ 

Year 2011

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-Rate?
Start Date

Term              

(years)

Principal                         

($)
Rate (%) 

2
Interest ($) 

1 Additional Comments, if any

1 Municipal Loan Town of Tecumseh Affiliated Fixed Rate 1-Jan-08 5 2,150,296$     6.00% 129,017.76$    

2 Municipal Loan Municipality of Leamington Affiliated Fixed Rate 1-Jan-08 5 1,544,408$     6.00% 92,664.48$      

3 TD 20 yr amort  loan 19 TD Bank Third-Party Fixed Rate 9-Nov-09 10 5,615,471$     4.99% 280,212.00$    

4 TD 10 yr amort loan 40 TD Bank Third-Party Fixed Rate 9-Nov-09 10 4,960,783$     4.48% 222,243.08$    

5 TD BA and Interest Swap TD Bank Third-Party Fixed Rate 4-Nov-08 10 3,300,000$     5.03% 165,990.00$    

6 Mortgage Payable Woodslee Credit Union Third-Party Fixed Rate 15-Sep-03 15 587,647$        5.90% 34,671.17$      

7 TD BA and Interest Swap TD Bank Third-Party Fixed Rate 2-Jun-03 10 3,000,000$     6.55% 196,500.00$    

Total 21,158,605$   5.30% 1,121,298.49$ 

Year 2012

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-Rate?
Start Date

Term              

(years)

Principal                         

($)
Rate (%) 

2
Interest ($) 

1 Additional Comments, if any

1 Municipal Loan Town of Tecumseh Affiliated Fixed Rate 1-Jan-08 5 2,150,296$     4.00% 86,011.84$      

2 Municipal Loan Municipality of Leamington Affiliated Fixed Rate 1-Jan-08 5 1,544,408$     4.00% 61,776.32$      

3 TD 20 yr amort  loan 19 TD Bank Third-Party Fixed Rate 9-Nov-09 10 5,417,206$     4.99% 270,318.58$    

4 TD 10 yr amort loan 40 TD Bank Third-Party Fixed Rate 9-Nov-09 10 4,427,283$     4.48% 198,342.28$    

5 TD BA and Interest Swap TD Bank Third-Party Fixed Rate 4-Nov-08 10 3,300,000$     5.44% 179,520.00$    

6 Mortgage Payable Woodslee Credit Union Third-Party Fixed Rate 15-Sep-03 15 514,543$        5.90% 30,358.04$      

7 TD BA and Interest Swap TD Bank Third-Party Fixed Rate 2-Jun-03 10 3,000,000$     6.55% 196,500.00$    

8 TD 20 year amort loan 28 TD Bank Third-Party Fixed Rate 1-Dec-12 5 2,000,000$     3.00% 4,931.51$        

Total 22,353,736$   4.60% 1,027,758.56$ 

Year 2013

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-Rate?
Start Date

Term              

(years)

Principal                         

($)
Rate (%) 

2
Interest ($) 

1 Additional Comments, if any

1 Municipal Loan Town of Tecumseh Affiliated Fixed Rate 1-Jan-13 5 2,150,296$     4.00% 86,011.84$      

2 Municipal Loan Municipality of Leamington Affiliated Fixed Rate 1-Jan-13 5 1,544,408$     4.00% 61,776.32$      

3 TD 20 yr amort  loan 19 TD Bank Third-Party Fixed Rate 9-Nov-09 10 5,202,845$     4.99% 259,621.97$    

4 TD 10 yr amort loan 40 TD Bank Third-Party Fixed Rate 9-Nov-09 10 3,868,766$     4.48% 173,320.72$    

5 TD BA and Interest Swap TD Bank Third-Party Fixed Rate 4-Nov-08 10 3,300,000$     5.44% 179,520.00$    

6 TD 20 year amort loan 28 TD Bank Third-Party Variable Rate 1-Dec-12 5 1,900,000$     3.00% 57,000.00$      

Total 17,966,315$   4.55% 817,250.84$    

Year 2014

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-Rate?
Start Date

Term              

(years)

Principal                         

($)
Rate (%) 

2
Interest ($) 

1 Additional Comments, if any

1 Municipal Loan Town of Tecumseh Affiliated Fixed Rate 1-Jan-13 5 2,150,296$     4.00% 86,011.84$      

2 Municipal Loan Municipality of Leamington Affiliated Fixed Rate 1-Jan-13 5 1,544,408$     4.00% 61,776.32$      

3 TD 20 yr amort  loan 19 TD Bank Third-Party Fixed Rate 9-Nov-09 10 4,988,343$     4.99% 248,918.32$    

4 TD 10 yr amort loan 40 TD Bank Third-Party Fixed Rate 9-Nov-09 10 3,284,958$     4.48% 147,166.12$    

5 TD BA and Interest Swap TD Bank Third-Party Fixed Rate 4-Nov-08 10 3,300,000$     5.03% 165,990.00$    

6 TD 20 year amort loan 28 TD Bank Third-Party Fixed Rate 24-Nov-14 5 1,800,000$     2.47% 44,460.00$      

7 TD 20 year amort loan 29 TD Bank Third-Party Fixed Rate 19-Dec-14 10 2,000,000$     2.47% 1,624.11$        

Total 19,068,005$   3.96% 755,946.70$    

Appendix 2-OB

Debt Instruments

This table must be completed for all required historical years, the bridge year and the test year.
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Year 2015

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-Rate?
Start Date

Term              

(years)

Principal                         

($)
Rate (%) 

2
Interest ($) 

1 Additional Comments, if any

1 Municipal Loan Town of Tecumseh Affiliated Fixed Rate 1-Jan-13 5 2,150,296$     4.00% 86,011.84$      

2 Municipal Loan Municipality of Leamington Affiliated Fixed Rate 1-Jan-13 5 1,544,408$     4.00% 61,776.32$      

3 TD 20 yr amort  loan 19 TD Bank Third-Party Fixed Rate 9-Nov-09 10 4,757,000$     4.99% 237,374.30$    

4 TD 10 yr amort loan 40 TD Bank Third-Party Fixed Rate 9-Nov-09 10 2,674,000$     4.48% 119,795.20$    

5 TD BA and Interest Swap TD Bank Third-Party Fixed Rate 4-Nov-08 10 3,300,000$     5.03% 165,990.00$    

6 TD 20 year amort loan 28 TD Bank Third-Party Fixed Rate 24-Nov-14 5 1,704,000$     2.47% 42,088.80$      

7 TD 20 year amort loan 29 TD Bank Third-Party Fixed Rate 19-Dec-14 5 1,902,000$     2.47% 46,979.40$      

8 TD 10 year amort loan 27 TD Bank Third-Party Fixed Rate 26-Oct-15 5 2,980,000$     2.42% 13,040.15$      

Total 21,011,704$   3.68% 773,056.01$    

Year 2016

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-Rate?
Start Date

Term              

(years)

Principal                         

($)
Rate (%) 

2
Interest ($) 

1 Additional Comments, if any

1 Municipal Loan Town of Tecumseh Affiliated Fixed Rate 1-Jan-13 5 2,150,296$     4.00% 86,011.84$      

2 Municipal Loan Municipality of Leamington Affiliated Fixed Rate 1-Jan-13 5 1,544,408$     4.00% 61,776.32$      

3 TD 20 yr amort  loan 19 TD Bank Third-Party Fixed Rate 9-Nov-09 10 4,515,000$     4.99% 225,298.50$    

4 TD 10 yr amort loan 40 TD Bank Third-Party Fixed Rate 9-Nov-09 10 2,036,000$     4.48% 91,212.80$      

5 TD BA and Interest Swap TD Bank Third-Party Fixed Rate 4-Nov-08 10 3,300,000$     5.03% 165,990.00$    

6 TD 20 year amort loan 28 TD Bank Third-Party Fixed Rate 24-Nov-15 5 1,622,000$     2.47% 40,063.40$      

7 TD 20 year amort loan 29 TD Bank Third-Party Fixed Rate 19-Dec-15 5 1,822,000$     2.47% 45,003.40$      

8 TD 10 year amort loan 27 TD Bank Third-Party Fixed Rate 26-Oct-15 5 2,862,000$     2.42% 69,260.40$      

9 TD 20 year amort loan 31 TD Bank Third-Party Fixed Rate 2-Dec-16 5 1,000,000$     2.19% 1,740.00$        

Total 20,851,704$   3.77% 786,356.66$    

Year 2017

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-Rate?
Start Date

Term              

(years)

Principal                         

($)
Rate (%) 

2
Interest ($) 

1 Additional Comments, if any

1 Municipal Loan Town of Tecumseh Affiliated Fixed Rate 1-Jan-13 5 2,150,296$     4.00% 86,011.84$      

2 Municipal Loan Municipality of Leamington Affiliated Fixed Rate 1-Jan-13 5 1,544,408$     4.00% 61,776.32$      

3 TD 20 yr amort  loan 19 TD Bank Third-Party Fixed Rate 9-Nov-09 10 4,515,000$     4.99% 225,298.50$    

4 TD 10 yr amort loan 40 TD Bank Third-Party Fixed Rate 9-Nov-09 10 2,036,000$     4.48% 91,212.80$      

5 TD BA and Interest Swap TD Bank Third-Party Fixed Rate 4-Nov-08 10 3,300,000$     5.03% 165,990.00$    

6 TD 20 year amort loan 28 TD Bank Third-Party Fixed Rate 24-Nov-15 5 1,622,000$     2.47% 40,063.40$      

7 TD 20 year amort loan 29 TD Bank Third-Party Fixed Rate 19-Dec-15 5 1,822,000$     2.47% 45,003.40$      

8 TD 10 year amort loan 27 TD Bank Third-Party Fixed Rate 26-Oct-15 5 2,862,000$     2.42% 69,260.40$      

9 TD 20 year amort loan 31 TD Bank Third-Party Fixed Rate 2-Dec-16 5 1,000,000$     2.19% 21,900.00$      

10 New Loan 2017 $5.15 M TBD Third-Party Fixed Rate 1-Jul-17 10 5,150,000$     2.91% 75,600.31$      

Total 26,001,704$   3.39% 882,116.97$    

Year 2018

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-Rate?
Start Date

Term              

(years)

Principal                         

($)
Rate (%) 

2
Interest ($) 

1 Additional Comments, if any

1 Municipal Loan Town of Tecumseh Affiliated Fixed Rate 1-Jan-13 5 2,150,296$     3.72% 79,991.01$      

Expected rate reduction.  

Currently under negotiation.

2 Municipal Loan Municipality of Leamington Affiliated Fixed Rate 1-Jan-13 5 1,544,408$     3.72% 57,451.98$      

Expected rate reduction.  

Currently under negotiation.

3 TD 20 yr amort  loan 19 TD Bank Third-Party Fixed Rate 9-Nov-09 10 4,127,000$     4.99% 205,937.30$    

4 TD 10 yr amort loan 40 TD Bank Third-Party Fixed Rate 9-Nov-09 10 1,019,000$     4.48% 45,651.20$      

5 TD BA and Interest Swap TD Bank Third-Party Fixed Rate 4-Nov-08 10 2,784,658$     5.03% 140,068.27$    

6 TD 20 year amort loan 28 TD Bank Third-Party Fixed Rate 24-Nov-14 5 1,494,000$     2.47% 36,901.80$      

7 TD 20 year amort loan 29 TD Bank Third-Party Fixed Rate 19-Dec-14 5 1,699,000$     2.47% 41,965.30$      

8 TD 10 year amort loan 27 TD Bank Third-Party Fixed Rate 26-Oct-15 5 2,679,000$     2.42% 64,831.80$      

9 TD 20 year amort loan 31 TD Bank Third-Party Fixed Rate 2-Dec-16 5 939,000$        2.19% 20,564.10$      

10 New Loan replace BA swap $3.3 M TBD Third-Party Fixed Rate 4-Nov-18 10 522,795$        2.91% 15,223.78$      

11 New Loan 2017 $5.15 M TBD Third-Party Fixed Rate 1-Jul-17 10 4,957,000$     2.91% 144,347.84$    

12 New Loan 2018 $2.40 M TBD Third-Party Fixed Rate 1-Jul-18 10 1,198,672$     2.91% 34,905.32$      

Total 25,114,828$   3.54% 887,839.70$    

Notes

1

2

3 Add more lines above row 12 if necessary.

Input actual or deemed long-term debt rate in accordance with the guidelines in The Report of the Board on the Cost of Capital for Ontario's Regulated Utilities , issued December 11, 2009, or with any 

subsequent update issued by the Board.

If financing is in place only part of the year, separately calculate the pro-rated interest in the year and input in the cell.
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Year:

Particulars Cost Rate Return

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

Debt

1   Long-term Debt 56.00% $23,027,040 5.40% $1,243,460

2   Short-term Debt 4.00% (1) $1,644,789 2.07% $34,047
3 Total Debt 60.0% $24,671,828 5.18% $1,277,507

Equity

4   Common Equity 40.00% $16,447,886 9.85% $1,620,117

5   Preferred Shares $ - 0.00% $ -
6 Total Equity 40.0% $16,447,886 9.85% $1,620,117

7 Total 100.0% $41,119,714 7.05% $2,897,624

(1)

Notes

4.0% unless an applicant has proposed or been approved for a different amount.

Appendix 2-OA

Capital Structure and Cost of Capital

Line 

No. Capitalization Ratio

2010 BAP

This table must be completed for the last Board-approved year and the test year.
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Year:

Particulars Cost Rate Return

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

Debt

1   Long-term Debt 56.00% $33,559,238 3.54% $1,187,997

2   Short-term Debt 4.00% (1) $2,397,088 1.76% $42,189
3 Total Debt 60.0% $35,956,326 3.42% $1,230,186

Equity

4   Common Equity 40.00% $23,970,884 8.78% $2,104,644

5   Preferred Shares $ - 0.00% $ -
6 Total Equity 40.0% $23,970,884 8.78% $2,104,644

7 Total 100.0% $59,927,210 5.56% $3,334,829

(1)

2018 Test Year

Line 

No. Capitalization Ratio

Notes

4.0% unless an applicant has proposed or been approved for a different amount.
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