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CAPITAL STRUCTURE 1 

This application is submitted in compliance with the deemed capital structure as 2 

prescribed by the Ontario Energy Board ("OEB") for rate making purposes. It assumes 3 

the current Cost of Capital parameters set by the Board letter dated November 22, 2018. 4 

Greater Sudbury Hydro Inc ("GSHi”) will update for the Board issued 2020 Cost of 5 

Capital parameters as part of the draft rate order in this proceeding. Table 1 below sets 6 

out the Board’s current Cost of Capital parameters. 7 

 8 

Table 1: Cost of Capital 9 

Cost of Capital Parameter Value for Applications for rate changes 
in 2019 

ROE 8.98% 

Deemed LT Debt Rate 4.13% 

Deemed ST Debt Rate 2.82% 

 10 

GSHi's current OEB approved capital structure for rate making purposes is 60% debt 11 

and 40% equity. This capital structure was determined in the OEB's Report of the Board 12 

on Cost of Capital for Ontario's Regulated Utilities dated December 11, 2009 ("Cost of 13 

Capital Report"). The Report states the debt structure of 60% is comprised of 56% long 14 

term and 4% short term debt. 15 

 16 

Although GSHi continues to have an actual debt/equity structure that is different from the 17 

OEB deemed structure for rate making purposes, it is not proposing any departure from 18 

the deemed structure for the purposes of rate making in this Application. GSHi's deemed 19 

capital structure and return on capital set out in Table 2 below: 20 

21 
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Table 2: Deemed Capital Structure and Return on Capital 1 
Current Application 2013 Approved

 Deemed
Portion 

 Effective
Rate 

 Return
Amount 

 Deemed
Portion 

 Effective
Rate 

 Return
Amount 

Short-Term Debt 4.00% 2.82% 4.00% 2.07%
Long-Term Debt 56.00% 4.14% 56.00% 4.14%
Total Equity 40.00% 8.98% 40.00% 8.98%

Regulated Rate of Return 100.00% 6.02% 100.00% 5.99%

Rate Base 107,619,406 88,984,399

Regulated Return on Capital 6,482,132 5,333,013
Deemed Interest Expense 2,616,443 2,136,693
Deemed Return on Equity 3,865,689 3,196,320  2 

 3 

OEB Appendix 2-OA has been included as Exhibit 5, Tab 1, Schedule 1, Attachment 1. 4 

OEB Appendix 2-OB has been included as Exhibit 5, Tab 1, Schedule 1, Attachment 2.  5 
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File Number: EB-2019-0037

Exhibit: 5

Tab: 1

Schedule: 1

Page: 1

Date: 2019-10-31

Test Year:

Particulars Cost Rate Return

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

1   Long-term Debt 56.00% $60,266,867 4.14% $2,495,048
2   Short-term Debt 4.00% (1) $4,304,776 2.82% $121,395
3 Total Debt 60.0% $64,571,643 4.05% $2,616,443

Equity
4   Common Equity 40.00% $43,047,762 8.98% $3,865,689
5   Preferred Shares 0.00% $ - 0.00% $ -
6 Total Equity 40.0% $43,047,762 8.98% $3,865,689

7 Total 100.0% $107,619,405 6.02% $6,482,132

(1)

Last OEB-approved year:

Particulars Cost Rate Return

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

1   Long-term Debt 56.00% $49,831,263 4.14% $2,063,014
2   Short-term Debt 4.00% (1) $3,559,376 2.07% $73,679
3 Total Debt 60.0% $53,390,639 4.00% $2,136,693

Equity
4   Common Equity 40.00% $35,593,760 8.98% $3,196,320
5   Preferred Shares 0.00% $ - 0.00% $ -
6 Total Equity 40.0% $35,593,760 8.98% $3,196,320

7 Total 100.0% $88,984,399 5.99% $5,333,013

(1)

2013

Appendix 2-OA
Capital Structure and Cost of Capital

Line 
No. Capitalization Ratio

2020

This table must be completed for the last OEB-approved year and the test year.

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

Line 
No. Capitalization Ratio

Notes
4.0% unless an applicant has proposed or been approved for a different amount.
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Date: 2019-10-31

Year 2013 Board Approved

Row Description Lender
Affiliated or Third-

Party Debt?
Fixed or 

Variable-Rate?
Start Date

Term     
(years)

Principal       
($) Rate (%) 2 Days O/S Interest ($) 1

1 Multiple draw term loan (SWAP) Toronto-Dominion Bank Third-Party Fixed Rate 18-Jan-11 15 1,764,379$     4.69% 365                 82,753.48$               
2 Promissory Note Greater Sudbury Utilities Affiliated Fixed Rate 1-Nov-00 demand 48,645,458$   4.12% 365                 2,004,192.87$          
3 Term Loan Toronto-Dominion Bank Third-Party Fixed Rate 1-Oct-13 15 1,000,000$     3.99% 365                 39,900.00$               
4 -$                         
5 -$                         
6 -$                         
7 -$                         

Total 51,409,837$   4.14% 2,126,846.35$          

Year 2013 Actual

Row Description Lender
Affiliated or Third-

Party Debt?
Fixed or 

Variable-Rate?
Start Date

Term     
(years)

Principal       
($) Rate (%) 2 Days O/S Interest ($) 1

1 Multiple draw term loan (SWAP) Toronto-Dominion Bank Third-Party Fixed Rate 18-Jan-11 15 1,760,251$     4.69% 365                 82,559.87$               
2 Promissory Note Greater Sudbury Utilities Affiliated Fixed Rate 1-Nov-00 demand 48,645,458$   4.12% 365                 2,004,192.87$          
3 -$                         
4 -$                         
5 -$                         
6 -$                         
7 -$                         

Total 50,405,709$   4.14% 2,086,752.74$          

Year 2014

Row Description Lender
Affiliated or Third-

Party Debt?
Fixed or 

Variable-Rate?
Start Date

Term     
(years)

Principal       
($) Rate (%) 2 Days O/S Interest ($) 1

1 Multiple draw term loan (SWAP) Toronto-Dominion Bank Third-Party Fixed Rate 18-Jan-11 15 1,659,002$     4.69% 365                 77,811.05$               
2 Promissory Note Greater Sudbury Utilities Affiliated Fixed Rate 1-Nov-00 demand 48,645,458$   4.12% 365                 2,004,192.87$          
3 -$                         
4 -$                         
5 -$                         

Total 50,304,460$   4.14% 2,082,003.92$          

Year 2015

Row Description Lender
Affiliated or Third-

Party Debt?
Fixed or 

Variable-Rate?
Start Date

Term     
(years)

Principal       
($) Rate (%) 2 Days O/S Interest ($) 1

1 Multiple draw term loan (SWAP) Toronto-Dominion Bank Third-Party Fixed Rate 18-Jan-11 15 1,548,566$     4.69% 365                 72,631.35$               
2 Promissory Note Greater Sudbury Utilities Affiliated Fixed Rate 1-Nov-00 demand 48,645,458$   4.12% 365                 2,004,192.87$          
3 Financing Agreement Toronto-Dominion Bank Third-Party Fixed Rate 12-Jan-15 10 935,328$        4.33% 354                 40,499.68$               
4 -$                         
5 -$                         
6 -$                         

Total 51,129,352$   4.14% 2,117,323.90$          

Year 2016

Row Description Lender
Affiliated or Third-

Party Debt?
Fixed or 

Variable-Rate?
Start Date

Term     
(years)

Principal       
($) Rate (%) 2 Days O/S Interest ($) 1

1 Multiple draw term loan (SWAP) Toronto-Dominion Bank Third-Party Fixed Rate 18-Jan-11 15 1,433,007$     4.69% 365 67,211.36$               
2 Promissory Note Greater Sudbury Utilities Affiliated Fixed Rate 1-Nov-00 demand 48,645,458$   4.12% 365 2,004,192.87$          
3 Financing Agreement Toronto-Dominion Bank Third-Party Fixed Rate 12-Jan-15 10 857,801$        4.33% 365 37,142.76$               
4 -$                         
5 -$                         
6 -$                         

Total 50,936,266$   4.14% 2,108,546.99$          

Year 2017

Appendix 2-OB
Debt Instruments

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



Row Description Lender
Affiliated or Third-

Party Debt?
Fixed or 

Variable-Rate?
Start Date

Term     
(years)

Principal       
($) Rate (%) 2 Days O/S Interest ($) 1

1 Multiple draw term loan (SWAP) Toronto-Dominion Bank Third-Party Fixed Rate 18-Jan-11 15 1,311,807$     4.69% 365 61,526.80$               
2 Promissory Note Greater Sudbury Utilities Affiliated Fixed Rate 1-Nov-00 demand 48,645,458$   4.12% 365 2,004,192.87$          
3 Financing Agreement Toronto-Dominion Bank Third-Party Fixed Rate 12-Jan-15 10 773,475$        4.33% 365 33,491.45$               
4 -$                         
5 -$                         
6 -$                         
7 -$                         

Total 50,730,740$   4.14% 2,099,211.12$          

Year 2018

Row Description Lender
Affiliated or Third-

Party Debt?
Fixed or 

Variable-Rate?
Start Date

Term     
(years)

Principal       
($) Rate (%) 2 Days O/S Interest ($) 1

1 Multiple draw term loan (SWAP) Toronto-Dominion Bank Third-Party Fixed Rate 18-Jan-11 15 1,184,603$     4.69% 365 55,560.61$               
2 Promissory Note Greater Sudbury Utilities Affiliated Fixed Rate 1-Nov-00 demand 48,645,458$   4.12% 365 2,004,192.87$          
3 Financing Agreement Toronto-Dominion Bank Third-Party Fixed Rate 12-Jan-15 10 685,427$        4.33% 365 29,678.97$               
4 -$                         
5 -$                         
6 -$                         

Total 50,515,487$   4.14% 2,089,432.45$          

Year 2019

Row Description Lender
Affiliated or Third-

Party Debt?
Fixed or 

Variable-Rate?
Start Date

Term     
(years)

Principal       
($) Rate (%) 2 Days O/S Interest ($) 1

1 Multiple draw term loan (SWAP) Toronto-Dominion Bank Third-Party Fixed Rate 18-Jan-11 15 1,051,378$     4.69% 365 49,312.07$               
2 Promissory Note Greater Sudbury Utilities Affiliated Fixed Rate 1-Nov-00 demand 48,645,458$   4.12% 365 2,004,192.87$          
3 Financing Agreement Toronto-Dominion Bank Third-Party Fixed Rate 12-Jan-15 10 593,487$        4.33% 365 25,698.01$               
4 Long-term debt Greater Sudbury Utilities Affiliated Fixed Rate 1-Oct-19 demand 3,250,000$     4.13% 92 33,832.05$               
5 -$                         
6 -$                         

Total 53,540,323$   4.13% 2,113,035.01$          

Year 2020

Row Description Lender
Affiliated or Third-

Party Debt?
Fixed or 

Variable-Rate?
Start Date

Term     
(years)

Principal       
($) Rate (%) 2 Days O/S Interest ($) 1

1 Multiple draw term loan (SWAP) Toronto-Dominion Bank Third-Party Fixed Rate 18-Jan-11 15 911,821$        4.69% 365 42,766.53$               
2 Promissory Note Greater Sudbury Utilities Affiliated Fixed Rate 1-Nov-00 demand 48,645,458$   4.13% 365 2,009,057.42$          
3 Financing Agreement Toronto-Dominion Bank Third-Party Fixed Rate 12-Jan-15 10 497,462$        4.33% 365 21,540.12$               
4 Long-term debt Greater Sudbury Utilities Affiliated Fixed Rate 1-Oct-19 demand 3,250,000$     4.13% 365 134,225.00$             
5 Long-term debt Third party lender Third-Party Fixed Rate 1-Oct-20 20 3,000,000$     4.13% 92                   31,229.59$               
6 -$                         
7 -$                         

Total 56,304,741$   4.14% 2,238,818.65$          

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 OEB.

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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COST OF CAPITAL 1 

Return on Equity 2 

GSHi has applied a rate of Return on Equity of 8.98% for the 2020 test Year. GSHi 3 

recognizes that the Return on Equity will be updated at the time of approval based on 4 

the OEB rates effective for May 1, 2020. 5 

 6 

Cost of Debt – Short-Term 7 

The short-term debt rate has been set at 2.82% for the 2020 Test Year. GSHi 8 

recognizes that the rate will be updated at the time of approval based on the OEB rates 9 

effective for May 1, 2020. GSHi has access to an $8,000,000 credit facility held in the 10 

name of its parent company Greater Sudbury Utilities Inc (“GSU”) for operating purposes 11 

at the corporate bank prime rate of interest. As of December 31, 2018, the amount 12 

drawn by GSU under this line of credit was $1,374,078 (2017 - $nil). 13 

 14 

GSHi also has access to cash from the affiliates under the GSU umbrella through a bank 15 

account concentration agreement. GSHi leverages this through spending required on its 16 

capital program by building up the balance until the balance is sufficient to replace it with 17 

the issuance of third part long-term debt, or formalized long-term affiliate debt.  18 

 19 

Cost of Debt – Long-Term 20 

The long-term debt rate has been set at 4.14% for the 2020 Test Year. See Exhibit 5, 21 

Tab 1, Schedule 1, Attachment 2 for the calculation of this percentage. This calculation 22 

assumes a deemed rate equal to 4.13%, which is equal to the OEB’s current deemed 23 

long-term debt rate. GSHi recognizes that the rate will be updated at the time of approval 24 

based on the OEB rates effective for May 1, 2020. 25 

 26 

The promissory note with a principal balance of $48,645,458 that is held with the parent 27 

company, GSU, continues to draw actual interest payments at a rate that was 28 

established at the corporatization of the commission in 2000. The note bears a fixed 29 

interest rate of 7.26%, but due to the fact that it is affiliated debt, the lower of actual and 30 
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deemed debt rate at time of issuance will apply (as noted in the Cost of Capital report). 1 

Therefore, the deemed interest rate of 4.13% will apply for this Cost of Service 2 

Application period, pending update to the deemed long-term debt rate. A copy of the 3 

promissory note is attached as Exhibit 5, Tab 1, Schedule 2, Attachment 1. 4 

 5 

In addition to the affiliated long-term debt, in 2011 GSHi entered into a 15-year interest 6 

rate swap agreement with the TD Bank for a $2,000,000 loan to fund its Smart Meter 7 

capital program. Principal repayments on this loan began in February 2011 and will end 8 

January 2026. This interest swap is used for non-speculative purposes to convert a 9 

floating rate debt into fixed rate debt bearing interest at a rate of 3.7% plus the stamping 10 

fee of 1%.  A copy of the interest rate swap agreement is included as Exhibit 5, Tab 1, 11 

Schedule 2, Attachment 4. 12 

 13 

GSHi also entered into a financing agreement with TD Equipment Finance Canada Inc. 14 

in 2015 in the amount of $971,604. The finance term was for 10 years at a fixed interest 15 

rate of 4.33% and is secured by the underlying specified assets under financing. This 16 

was a market rate of interest at the time (the OEB’s deemed long-term debt rate was 17 

4.77% in 2015). The lower of actual and deemed debt rate at time of issuance will apply 18 

(as noted in the Cost of Capital report). A copy of the financing agreement is included as 19 

Exhibit 5, Tab 1, Schedule 2, Attachment 3. 20 

 21 

In October 2019, GSHi issued a promissory note to its parent company, GSU, in the 22 

amount of $3,250,000. This debt has a variable rate that matches the Board’s deemed 23 

long-term debt rate as amended from time to time. The OEB Cost of Capital Report 24 

(page 53) provides that “For debt that has a variable rate, the deemed long-term debt 25 

rate will be a ceiling on the rate allowed for that debt. This applies whether the debt 26 

holder is an affiliate or a third-party.” Accordingly, GSHi has used the deemed long-term 27 

debt rate of 4.13% for 2020 Test Year, as established by the Board’s Cost of Capital 28 

parameters letter dated November 22, 2018. GSHi acknowledges that the OEB may 29 

adjust the deemed debt rates applicable to rate changes effective in 2020, and therefore 30 

commits to updating its Application to reflect the revised 2020 long-term debt rate for the 31 

promissory note, if required. 32 
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 1 

GSHi has not forecasted a redemption of debt in either the 2019 Bridge Year or the 2020 2 

Test Year, other than regularly scheduled repayments. 3 

 4 

Future Debt 5 

As noted in Appendix 2-OB (Exhibit 5, Tab 1, Schedule 1, Attachment 2), GSHi expects 6 

to borrow $3,000,000 with the Toronto-Dominion Bank in the 2020 Test Year, in 7 

anticipation of cash requirements due to planned capital expenditures in the year. 8 

 9 

The rate that the new debt will be acquired at is currently unknown. Therefore, GSHi has 10 

used the OEB’s deemed long-term debt rate of 4.13%. GSHi acknowledges that the 11 

OEB may adjust the deemed debt rates applicable to rate changes effective in 2020, and 12 

therefore commits to updating its Application to reflect the revised 2020 long-term debt 13 

rate for the promissory note, if required. 14 

 15 

Notional Debt 16 

GSHi’s deemed long-term debt for 2020 is $60,266,867 as noted in OEB Appendix 2-17 

OA, included as Exhibit 5, Tab 1, Schedule 1, Attachment 1. GSHi’s actual debt is 18 

projected to be $56,304,741, as noted in OEB Appendix 2-OB, included as Exhibit 5, 19 

Tab 1, Schedule 1, Attachment 2. Accordingly, GSHi has notional long-term debt of 20 

$3,962,126.  21 

 22 

Weighted Average Cost of Capital 23 

The weighted average cost of capital for GSHi is 6.02%, as noted in OEB Appendix 2-24 

OA, included as Exhibit 5, Tab 1, Schedule 1, Attachment 1. GSHi recognizes that the 25 

rate will be updated at the time of approval based on the OEB rates effective for May 1, 26 

2020 which may cause a change to the weighted average cost of capital for this rate 27 

application. 28 
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DECLARATION OF FOR-PROFIT STATUS 1 

 2 

GSHi is a for profit corporation, therefore the filing requirements for not-for-profit 3 

corporations is not applicable. 4 
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