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4.1.1 OVERVIEW

The operating costs found in this exhibit represent expenditures that are required to maintain
and operate HPDCL's distribution system assets at the targeted levels of performance, to meet
customer expectations, ensure public and employee safety and provide quality service. These
operating costs are necessary to comply with the Distribution System Code, environmental
requirements, and government direction. OM&A expenses consist of, but are not limited to: the
required expenditures necessary to maintain and operate HPDCL's distribution system assets;
the costs associated with metering, billing, and collecting from HPDCL's customers; the costs
associated with ensuring the safety of all stakeholders; and costs to maintain distribution service

quality and reliability.

While preparing its 2020 Bridge and 2021 Test budgets, HPDCL took into consideration the bill
impacts associated with these OM&A costs. For the several iterations of the budget, the bill
impacts were analyzed and the OM&A budget modified to minimize bill impacts to the
customers as much as possible. HPDCL's Board of Directors continue to meet on a frequent
basis and has been heavily involved in the determining of the final 2021 proposed budget and

its customer engagement activities.

HPDCL's 2021 Test Year operating costs are projected to be $1,207,448, which represents an
increase of $188,224 from its 2015 Cost of Service or 18.5%. Details are presented in Table 1 -
Total OM&A below. Table 2 - Total OM&A shows historical and budgeted OM&A costs by major

function.
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Table 1 - Total OM&A

2015 Board 2021 Diff
Approved
Operations $145,860 $181,784 $35,924
Maintenance $322,700 $310,458 -$12,243
Billing and Collecting $282,250 $328,564 $46,314
Community Relations $8,000 $5,063 -$2,938
Administrative and General $260,414 $381,580 $121,166

Total  $1,019,224 $1,207,448 $188,224

Table 2 - Total OM&A

Board 2015 2016 2017 2018
Approved
Operations ~ $145,860 $175,120 $129,461 $180,412 $165,467
Maintenance =~ $322,700 $422,733 $282,006 $257,745 $317,482
Subtotal  $468,560 $597,853 $411,467 $438,157 $482,950
%Change (year over year) 27.6% -31.2% 6.5% 10.2%
%Change (Test Year vs
Last Rebasing Year - Actual)
Billing and Collecting ~ $282,250 $304,232 $287,594 $311,125 $289,861
Community Relations $8,000 $15,068 $9,089 $6,063 $9,048
Administrative and General+LEAP =~ $260,414 $298,826 $339,676 $337,252 $339,857
Subtotal  $550,664 $618,126 $636,359 $654,440 $638,766
%Change (year over year) 12.3% 2.9% 2.8% -24%

%Change (Test Year vs
Last Rebasing Year - Actual)
Total $1,019,224 $1,215,979 $1,047,826 $1,092,597 $1,121,716

%Change (year over year) 19.3% -13.8% 4.3% 2.7%
2019 2020 2021
Operations $169,073 $212,350 $181,784
Maintenance $305,687 $274,000 $310,458
Subtotal $474,760 $486,350 $492,241
%Change (year over year) -1.7% 11.0% 1.2%

%Change (Test Year vs

Last Rebasing Year - Actual) e
Billing and Collecting $303,101 $320,550 $328,564
Community Relations $3,895 $5,000 $5,063
Administrative and General+LEAP $319,991 $392,950 $381,580
Subtotal $626,987 $718,500 $715,206
%Change (year over year) -1.8% 9.8% -0.5%
Total $1,101,747 $1,204,850 $1,207,448
%Change (year over year) -1.8% 9.4% 0.2%
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The overall costs have remained relatively steady between 2016 to 2019. The 2015 fluctuation is

directly attributed to the Smart Meter Disposition. .

Billing and Collecting shows an increase from the last board approved Cost of Service. The
increase can be attributed to staffing and inflationary increases such as software, outside

services, paper, stamps, and salaries.

HPDCL is of the opinion that there is a minimum cost required to operate any utility and as a
small rural utility, its proposed OM&A reflects the minimum required costs. That said, HPDCL will
continue to seek savings and efficiencies to minimize costs increases for its customers. The
proposed OM&A expenses for 2020 -2021 are in line with what HPDCL expects regular yearly
OMB&A costs will be going forward.

Specifics regarding year over year variances are presented in Section 4.2.2 of this Exhibit, and a

comparison to an inflationary increase is presented at Section 4.3.2.
Inflation Rate and Assumptions

The CPI rate is a measure that can fluctuate significantly from quarter to quarter. Using the most
recent rate does not always reflect the historical trends nor predicted trends; therefore HPDCL

typically uses the flat rate of 2% of inflation for budgeting purposes.
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Other Assumptions

All Outside employees are unionized and adjusted yearly based on a Collective Agreement.
Office workers employees, which are non-unionized, are either adjusted yearly based on the
inflation factor included the Collective Agreement for Outside Workers and/or adjusted on a
yearly basis to reflect the inflation factor (ref: Section 4.2.4). The utility does not expect any
significant changes in its business environment (ref: Business Plan) and expects no material
growth going forward (ref: Exhibit 3). The utility does not expect to hire any additional
employees in the 2021 -2025 period and proposes to keep the same corporate structure going

forward.

HPDCL notes that it does not capitalize administrative burdens. Therefore, there were no
increases in OM&A because of the MIFRS policy. Appendix 2-D Overhead Expenses is not
applicable in HPDCL's case.

OEB Appendix 2-JA below shows a summary of HPDCL Operations, Maintenance and
Administrative ("OM&A") costs as required by the OEB’s filing guidelines.

Table 3 - OEB Appendix 2-JA - Summary of Recoverable OM&A Expenses

Board
Approved 2015 2016 2017 2018 2019 2020 2021
2015
Operations $145,860 $175,120 $129,461 $180,412 $165,467 $169,073 $212,350 $181,784
Maintenance $322,700 $422,733 $282,006 $257,745 $317,482 $305,687 $274,000 $310,458
Subtotal =~ $468,560 $597,853 $411,467 $438,157 $482,950 $474,760 $486,350 $492,241
%Change

(vear over 27.6% -31.2% 6.5% 10.2% -1.7% 11.0% 1.2%
year)
%Change
(Test Year vs
Last Rebasing
Year - Actual)
Billing and
Collecting
Community
Relations
Administrative
and $260,414 $298,826 $339,676 $337,252 $339,857 $319,991 $392,950 $381,580

General+LEAP

Subtotal =~ $550,664 $618,126 $636,359 $654,440 $638,766 $626,987 $718,500 $715,206

5.1%

$282,250 $304,232 $287,594 $311,125 $289,861 $303,101 $320,550 $328,564

$8,000 $15,068 $9,089 $6,063 $9,048 $3,895 $5,000 $5,063
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%Change
(vear over
year)
%Change
(Test Year vs
Last Rebasing
Year - Actual)
Total
%Change
(vear over
year)

Operations

Maintenance

Billing and Collecting
Community Relations
Administrative and
General

Total

$ Change (year over year

3

4 *HPDCL notes that it has modified appendix 2-JA so that it would fit on this page.

$1,019,224  $1,215,979

12.3% 2.9%

19.3%

-13.8%

2.8%

$1,047,826 $1,092,597

43%

-2.4%

2.7%

2021 Cost of Service Inc

Exhibit 4 — Operating Expenses

-1.8%

$1,121,716  $1,101,747

-1.8%

Table 4 - Year over Year Variances

Board 2015 over
Approved BA

$145,860 $29,260
$322,700 $100,033
$282,250 $21,983
$8,000 $7,068
$260,414 $38,412

$1,019,224 $196,756
19.30%

2016 over
2015

-$45,659

-$140,726
-$16,638
-$5,979

$40,850

*$168,152
-13.83%

2017
over
2016

$50,951

-$24,261
$23,530
-$3,026

-$2,424

$44,770
4.27%
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2018
over
2017

-$14,945

$59,737
-$21,264
$2,985

$2,605

$29,118
2.67%

December 11, 2020

9.8% -0.5%

29.9%

$1,204,850 $1,207,448

9.4% 0.2%
2019 2020 over 2021
over 2019 Over
2018 2020
$3,606 $43,277 $30,566
-$11,796 -$31,687 $36,458
$13,240 $17,449 $8,014
-$5,152 $1,105 $63
-$19,867 $72,959 $11,370
-$19,969 $103,103 $2,599
-1.78% 9.36% 0.22%
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Operations Billing and Collecting
$250,000 $340,000
$330,000
$200,000 $320,000
$310,000
$150,000
$300,000
290,000
$100,000 5250,
$280,000
$50,000 $270,000
$260,000
0 $250,000
Board 2015 2016 2017 2018 2019 2020 2021 Board 2015 2016 2017 2018 2019 2020 2021
Approved Approved
Maintenance Administrative and General+LEAP
$450,000 $450,000
$400,000 $400,000

$300,000 $300,000 /

$250,000 $250,000
$200,000 $200,000
$150,000 $150,000
$100,000 $100,000
$50,000 $50,000
S0 S0
Board 2015 2016 2017 2018 2019 2020 2021 Board 2015 2016 2017 2018 2019 2020 2021
Approved Approved
12
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Table 5 - Detailed OM&A Year over Year Spending

Operations

5005-Operation Supervision and Engineering

5020-Overhead Distribution Lines and Feeders - Operation Labour
5025-Overhead Distribution Lines and Feeders - Operation Supplies and Expenses
5035-Overhead Distribution Transformers- Operation

5040-Underground Distribution Lines and Feeders - Operation Labour
5045-Underground Distribution Lines and Feeders - Operation Supplies and Expenses
5050-Underground Sub transmission Feeders - Operation

5055-Underground Distribution Transformers - Operation

5065-Meter Expense

5070-Customer Premises - Operation Labour

5075-Customer Premises - Materials and Expenses

5085-Miscellaneous Distribution Expense

5090-Underground Distribution Lines and Feeders - Rental Paid

5095-Overhead Distribution Lines and Feeders - Rental Paid

5096-Other Rent

Total - Operations

Maintenance
5105-Maintenance Supervision and Engineering
5720-Maintenance of Poles, Towers and Fixtures

5725-Maintenance of Overhead Conductors and Devices
5730-Maintenance of Overhead Services

5135-Overhead Distribution Lines and Feeders - Right of Way
5745-Maintenance of Underground Conduit
5150-Maintenance of Underground Conductors and Devices
5155-Maintenance of Underground Services
5160-Maintenance of Line Transformers

5775-Maintenance of Meters

Total - Maintenance

Billing and Collecting
5305-Supervision
5370-Meter Reading Expense
5315-Customer Billing

Board Appr.
2015

$0
$4,209
$98,419
$0
$0
$544
$0
$0
$4,748
$0
$0
$31,368
$0
$5,475
$1,097
$145,860

$7,788
$75,000
$117,067
$25,000
$0
$562
$2,733
$24,705
$60,000
$9,845
$322,700

$0
$22,602
$206,421

2015

$0
$10,681
$43,742
$120
$0
$634
$0
$302
$6,673
$40,032
$439
$61,791
$0
$7,055
$3,650
$175,120

$17,829
$41,300
$39,377
$3,971
$18,530
$565
$6,265
$8,613
$61,057
$225,227
$422,733

$0
$23,405
$208,062
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2016

$461
$3,295
$47,020
$187
$0
$50
$0
$115
$2,017
$21,231
$320
$42,214
$0
$9,300
$3,250
$129,461

$16,316
$75,421
$80,471
$14,652
$12,710
-$51
$7,382
$9,236
$59,271
$6,599

$282,006

$0
$18,353
$191,589

2017

$0
$13,103
$51,461
$7,320
$6,744
$39
$0
$7,017
$3,849
$25,614
$169
$51,682
$0
$9,315
$4,100
$180,412

$14,731
$77,095
$80,665
$4,549
$9,513
$1,994
$3,566
$4,191
$55,833
$5,608
$257,745

$0
$18,453
$213,266

2018

$0
$9,328
$61,011
$0
$0
$240
$242
$967
$1,934
$23,357
$580
$54,324
$0
$9,383
$4,100
$165,467

$17,413
$100,870
$99,235
$7,084
$2,572
$861
$2,898
$4,470
$63,866
$18,214
$317,482

$0
$18,703
$201,465

2021 Cost of Service Inc
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2019

$0
$16,930
$64,377
$7
$0
$2,668
$0
$4,233
$715
$32,704
$987
$28,494
$0
$13,782
$4,175
$169,073

$18,341
$49,405
$65,327
$15,532
$14,093
$18,355
$22,149
$24,163
$61,253
$17,069
$305,687

$0
$16,649
$206,542

2020

$0
$15,000
$71,000
$0
$0
$0
$0
$0
$1,500
$38,000
$750
$67,000
$0
$15,000
$4,100
$212,350

$19,500
$50,000
$80,000
$15,000
$8,500

$5,000

$5,000

$15,000
$66,000
$10,000

$274,000

$0
$17,750
$219,000

2021

$0
$15,375
$72,775
$0
$0
$0
$0
$0
$1,538
$38,950
$769
$32,800
$0
$15,375
$4,203
$181,784

$19,988
$81,600
$81,600
$15,375
$8,670

$5,100

$5,100

$15,375
$67,650
$10,000

$310,458

$0
$18,194
$224,475
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5320-Collecting $26,160 $42,892 $42,890 $41,748 $42,048 $44,427 $46,000 $47,150
5325-Collecting- Cash Over and Short $0 $0 $0 $0 $0 $0 $0 $0
5330-Collection Charges $1,618 $1,447 $1,139 $1,333 $781 $711 $800 $820
5335-Bad Debt Expense $14,557 $7,006 $11,302 $13,838 $3,950 $11,412 $13,000 $13,325
5340-Miscellaneous Customer Accounts Expenses $10,892 $21,420 $22,321 $22,487 $22,914 $23,361 $24,000 $24,600

Total - Billing and Collecting $282,250 $304,232 $287,594 $311,125 $289,861 $303,101 $320,550 $328,564

Community Relations
5410-Community Relations - Sundry $0 $3,958 $4,488 $3,870 $4,114 $1,763 $2,500 $2,563
5415-Energy Conservation $0 $2,317 $0 $0 $0 $0 $0 $0
5420-Community Safety Program $0 $3,175 $1,874 $135 $1,372 $0 $0 $0
55715-Advertising Expense $8,000 $5,618 $2,727 $2,058 $3,561 $2,133 $2,500 $2,500
Total - Community Relations $8,000 $15,068 $9,089 $6,063 $9,048 $3,895 $5,000 $5,063

Administrative and General Expenses

5605-Executive Salaries and Expenses $12,500 $11,300 $11,852 $10,328 $11,937 $12,324 $13,500 $13,838
5670-Management Salaries and Expenses $0 $0 $0 $0 $88,687 $88,177 $98,500 $103,425
5615-General Administrative Salaries and Expenses $101,250 $92,121 $100,223 $100,551 $0 $0 $0 $0
5620-Office Supplies and Expenses $6,500 $7,572 $6,221 $9,206 $12,172 $9,842 $10,500 $10,763
5625-Administrative Expense Transferred/Credit $0 $0 $0 $0 $0 $0 $0 $0
5630-Outside Services Employed $27,000 $83,585 $104,439 $115,368 $122,649 $96,536 $130,000 $123,000
5635-Property Insurance $6,764 $6,153 $9,105 $9,507 $10,157 $9,093 $10,000 $10,250
5655-Regulatory Expenses $59,300 $49,644 $66,689 $45,859 $45,702 $44,646 $66,250 $64,650
5660-General Advertising Expenses $0 $92 $0 $0 $0 $0 $0 $0
5665-Miscellaneous General Expenses $29,000 $30,526 $22,955 $29,655 $29,196 $38,197 $44,000 $35,000
5670-Rent $13,600 $13,380 $13,608 $13,880 $16,172 $14,398 $15,200 $15,580
5680-Electrical Safety Authority Fees $2,500 $2,457 $2,632 $2,898 $2,686 $2,778 $3,000 $3,075
6205-Donations $0 $0 $0 $0 $500 $0 $0 $0
6205-Sub-account LEAP Funding $2,000 $2,000 $2,000 $0 $0 $4,000 $2,000 $2,000
6305-Extraordinary Income $0 -$5 -$46 $0 $0 $0 $0 $0

Total - Administrative and General Expenses $260,414 $298,826 $339,676 $337,252 $339,857 $319,991 $392,950 $381,580
$1,019,224 $1,215,979 $1,047,826 $1,092,597 $1,121,716 $1,101,747 $1,204,850 $1,207,448
Adjustments for non-recoverable items
Non-Recoverable donations $500

Total OM&A  $1,019,224  $1,215,979 $1,047,826 $1,092,597 $1,122,216 $1,101,747 $1,204,850 $1,207,448
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4.2.1 SUMMARY OF COST DRIVERS

In accordance with the OEB’s minimum filing requirements, OEB Appendix 2-JB, OM&A Cost
Drivers, presented below outlines the key drivers of OM&A costs over the period of 2015 to
2021. An overview of the reasons behind the costs drivers is presented following the table, and

detailed explanations are presented in Section 4.2.2-Year over Year Variance Analysis.
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Table 6 — OEB Appendix 2-JB — Recoverable OM&A Cost Driver Table

Reporting Basis

OM&A 2015 2016 2017 2018 2019 2020 2021
Opening Balance $1,018,127.00 $1,215,979.00 $1,047,826.00 $1,092,597.00 $1,121,716.00 $1,101,748.00 $1,204,850.00
Operations
5020-Overhead Distribution Lines and Feeders - Operation Labour $6,472 -$7,386 $9,808 $7,602
5025-Overhead Distribution Lines and Feeders - Operation Supplies and Expenses -$54,677 $9,550
5035-Overhead Distribution Transformers- Operation $7,133 -$7,320
5040-Underground Distribution Lines and Feeders - Operation Labour $6,744 -$6,744
5055-Underground Distribution Transformers - Operation $6,902 -$6,050
5070-Customer Premises - Operation Labour $40,032 -$18,802 $9,347
5085-Miscellaneous Distribution Expense $30,423 -$19,577 $9,468 -$25,830 $38,505.93 -$34,200
Maintenance

5105-Maintenance Supervision and Engineering $10,041

5120-Maintenance of Poles, Towers and Fixtures -$33,700 $34,121 $23,774 -$51,464 $31,600

5125-Maintenance of Overhead Conductors and Devices -$77,690 $41,094 $18,570 -$33,908 $14,673.13

5130-Maintenance of Overhead Services -$21,029 $10,681 -$10,103 $8,448

5135-Overhead Distribution Lines and Feeders - Right of Way $18,530 -$5,820 -$6,941 $11,521 -$5,592.74

5145-Maintenance of Underground Conduit $17,494 -$13,354.98

5150-Maintenance of Underground Conductors and Devices $19,251 -$17,149.37

5155-Maintenance of Underground Services -$16,092 -$5,045 $8,033 $19,693 -$9,163.16

5175-Maintenance of Meters $215,382 -$218,628 $12,606 -$7,069.4
Billing and Collecting
5370-Meter Reading Expense -$5,052
5315-Customer Billing -$16,473 $21,676 -$11,800 $5,076 $12,458
5320-Collecting $16,732
5335-Bad Debt Expense -$7,550 -$9,888 $7,462
5340-Miscellaneous Customer Accounts Expenses $10,528
Administration
5670-Management Salaries and Expenses $88,687 $10,323
5615-General Administrative Salaries and Expenses -$9,129 $8,102 -$100,551

5630-Outside Services Employed $56,585 $20,853 $10,930 $7,281 -$26,113 $33,464.12 -$7,000

5655-Regulatory Expenses -$9,656 $17,044 -$20,830 $21,603.54
5665-Miscellaneous General Expenses -$7,572 $6,700 $9,001 $5,803.14 -$9,000
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Misc. Decrease>5000 -$4,632
Misc. Increase <5000 $27,283

Closing Balance $1,215,979
OM&A Summary Integrity Check  $1,215,979
Difference $0

-$18,165
$17,425

$1,047,826
$1,047,826
$0
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-$21,342
$22,731

$1,092,597
$1,092,597
$0

$9,912

$1,121,716
$1,121,716
$0
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-$19,229
$21,681

$1,101,748
$1,101,747
$1
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$18,600 $21,198

$1,204,850 $1,207,448
$1,204,850 $1,207,448
$0 $1
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HPDCL only experienced very few expenses above the materiality threshold of $50,000 during
the 2015 BA to 2021 period. HPDCL felt that, given the size of the utility, certain variances below
the threshold are worth explaining.

OPERATIONS
5025-Overhead Distribution Lines and Feeders - Operation Supplies and Expenses
2015BA - 2015 ; Decrease of -$54,677

As noted in the 2015 COS and 2015 DSP, more capital work was required, therefore
labour normally allocated to expenses were capitalized to poles, OH Cond + Devices &
Services; This particular account was also impacted by the retirement of a Lead Hand
which translates to one less employee on payroll for 4 months

5070-Customer Premises - Operation Labour
2015BA - 2015 ; Increase of $40,032

In 2015, service locates expenses previously booked to 5155 were now tracked in
account 5070. In addition, more locates were performed due to GPS mapping of lines.

2015 - 2016 ; Decrease of -$18,802

Return to normal level of expenses in 2016. Part of the variance can be attributed to the
2015 increase. Service locates expenses previously booked to 5155 were now tracked in
account 5070 offsets the variance.

5085-Miscellaneous Distribution Expense
2015BA - 2015 ; Increase of $30,424

Costs related to warehouse repair and maintenance work (yard, storage, fence, entrance,
container cleanups) as well as a warehouse lighting retrofit was incurred.

2015 - 20169 ; Decrease of -$19,577

Return to normal. Part of the variance can be attributed to the 2015 increase.
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1 2018 - 2019 ; Decrease of -$25,830

Labor cost decrease in 2019 due to 1 less worker for 6 months and busy with third party

3 underground fiber expansion projects as well a road reconstruction projects, therefore
4 offsetting some labor cost to account 5145, 5150, 5155.

5 2019 - 2020 ; Increase of $38,505

6 Employee salaries allocated to this account due to COVID-19 during time where there
7 was a lockdown in the Province. Increase in this account is offset by lower O&M other
8 accounts (5135, 5145, 5150, 5155, 5175) when compared to previous years.

9

10 | MAINTENANCE

11 5105-Maintenance Supervision and Engineering

12 2015BA - 2015 ; Increase of $10,041

13 The retirement of a Lead hand in 2015 required additional in-field training and

14 shadowing of the retiring employee (time spent with existing Lead hand) as Supervisor.
15

16  5120-Maintenance of Poles, Towers and Fixtures

17 2015BA - 2015 ; Decrease of -$33,700

18 As per 2015 COS and DSP, more capital work required, therefore workforce cost is offset
19 to capital - poles, OH Conductors and Devices & Services; Also impacted by retirement
20 of Lead hand which equals one less worker on payroll for 4 months

21 2015 - 2016 ; Increase of $34,121

22 The variance is explained by the much lower 2015 value. 2016 represented a return to
23 normal level of spending.

24 2017 - 2018 ; Increase of $23,774

25 HPDCL incurred labour dispute settlement cost which were spread over multiple account
26 including $4,945 in this account; New Fiber-to-the-home deployment required many

27 poles and fixtures to be brought up to code for new third party attachments (some costs
28 were the responsibility of third parties but some were the responsibility of Hearst Power)
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1 2018 - 2019 ; Decrease of -$51,464

Labor cost decrease from previous year due to missing 1 power lineman for 6 months;
Third party underground fiber-to-the-home deployment in a large sector exposed the
electrical service and gave opportunity to complete U/G maintenance and repair work
therefore offsetting labor expense from accounts 5120 and 5125 to accounts 5145, 5150,
5155.

o L WN

8 5125-Maintenance of Overhead Conductors and Devices

9 2015BA - 2015 ; Decrease of -$77,690
10 As per 2015 COS and DSP, more capital work required, therefore workforce cost is offset
11 to capital - poles, OH Conductors, Devices & Services; Also impacted by retirement of
12 Leadhand which equals one less worker on payroll for 4 months
13 2015 - 2016 ; Increase of $41,094
14 The variance is explained by the much lower 2015 value. 2016 represented a return to
15 normal level of spending.
16 2017 - 2018 ; Increase of $18,570
17 Labour dispute settlement cost spread over multiple account including $5,247 in this
18 account; New Fiber-to-the-home deployment required many overhead wires be brought
19 up to code for a new third-party attachment (some costs were the responsibility of third
20 parties but some were the responsibility of Hearst Power)
21 2018 - 2019 ; Decrease of -$33,908
22 Labor cost decrease from previous year due to missing 1 power lineman for 6 months;
23 Third party underground fiber-to-the-home deployment in a large sector exposed the
24 electrical service and gave opportunity to complete U/G maintenance and repair work
25 therefore offsetting labor expense from accounts 5120 and 5125 to accounts 5145, 5150,
26 5155.
27

28 5130-Maintenance of Overhead Services

29 2015BA - 2015 ; Decrease of -$21,029
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As per 2015 COS and DSP, more capital work required, therefore workforce cost is offset
to capital - poles, OH Conductor + Devices & Services; Also impacted by retirement of

3 Leadhand which equals one less worker on payroll for 4 months
4 2015 - 2016 ; Increase of $10,681
5 Single year increase (2016) due to more work (labor and material) completed for that
year.
7 2016 - 2017 ; Decrease of -$10,103
8 Year over year variance due to single year increase in 2016. Expenses in year 2017 have
9 returned similar to 2015 level.
10

11 5135-Overhead Distribution Lines and Feeders - Right of Way

12 2015BA - 2015 ; Increase of $18,530

13 Use of third party for brush cutting services

14 2018 - 2019 ; Increase of $11,521

15 Due to the purchase of a new woodchipper, more Right of way clearing was able to be
16 performed in 2019. Offsetting labor expense in account 5120 and 5125.

17

18  5145-Maintenance of Underground Conduit

19 2018 - 2019 ; Increase of $17,494

20 Third party underground fiber-to-the-home deployment in a large sector exposed the
21 electrical service and gave opportunity to complete maintenance and repair work.

22 Offsetting labor expense in account 5120 and 5125.

23 2019 - 2020 ; Decrease of -$13,354

24 Year over year variance due to single year increase in 2019. Expenses in year 2020 have
25 returned similar to 2018 level.

26

27  5150-Maintenance of Underground Conductors and Devices
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2018 - 2019 ; Increase of $19,251

Third party underground fiber-to-the-home deployment in a large sector exposed the
electrical service and gave opportunity to complete maintenance and repair work.
Offsetting labor expense in account 5120 and 5125.

2019 - 2020 ; Decrease of -$17,149

Year over year variance due to single year increase in 2019. Expenses in year 2020 have
returned similar to 2018 level.

5155-Maintenance of Underground Services

2015BA - 2015 ; Decrease of -$16,092

In 2015, service locates expenses started to be accounted in account 5070 instead of
5155.

2018 - 2019 ; Increase of $19,693

Third party underground fiber-to-the-home deployment in a large sector exposed the
electrical service and gave opportunity to complete maintenance and repair work.
Offsetting labor expense in account 5120 and 5125.

5175-Maintenance of Meters

2015BA - 2015 ; Increase of $215,382

Smart meter Disposal approved by OEB for account 5175 = $217,302.77

2015 - 2016 ; Decrease of -$218,628

Return to normal. Year to year difference is due to previous year smart meter disposal
2017 - 2018 ; Increase of $12,606

Sent large batch of smart meters that were purchased during the smart meter roll-out for
testing and re-seal. Extension of these meters was granted up to 2027.
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BILLING AND COLLECTING
5315-Customer Billing
2015 - 2016 ; Decrease of -$16,473

Billing clerk labor cost decrease over 2015 ($23k) because 2015 was a cost of service year
which cause significant overtime work

2016 - 2017 ; Increase of $21,676

Increase of $7,792 in billing labor cost over 2016 and $13,885 in billing system fees
(ERTH holdings/Harris/NorthStar)

2017 - 2018 ; Decrease of -$11,800
Billing clerk position vacant for 2-3 months
2019 - 2020 ; Increase of $12,458

End of new billing clerk probation period (2 years) - salary realignment

5320-Collecting
2015BA - 2015 ; Increase of $16,732

Front desk services for cash, checks and Interac payment increase by Corporation of the
Town of Hearst in new inter-corporate agreement as well a credit card acceptance
system setup with third party.

5340-Miscellaneous Customer Accounts Expenses
2015BA - 2015 ; Increase of $10,528

24/7 Emergency service call center 7 yr. contract ended in 2014, new third party
agreement forced an increase of $10k

ADMINISTRATION

5610-Management Salaries and Expenses
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2017 - 2018 ; Increase of $88,687

Started account General Manager salary in account 5610 instead of account 5615.
Account 5610 and 5615 are for the same management salary. Actual variance is -
$11,864 (-$100,551 + $88,687). Decrease expense from previous year due to creation of
new CDM pilot project, therefore transferred more manager's salary to account 3480 -
Non-regulated expenses

2019 - 2020 ; Increase of $10,323

Due to cancelation of CDM and Affordability Fund programs, no more management
salaries can be transferred over to account 3480 - Non-Reg expenses

5615-General Administrative Salaries and Expenses

2017 - 2018 ; Decrease of -$100,551

Started account General Manager salary in account 5610 instead of account 5615.
Account 5610 and 5615 are for the same management salary. Actual variance is -
$11,864 (-$100,551 + $88,687). Decrease expense from previous year due to creation of
new CDM pilot project, therefore transferred more manager's salary to account 3480 -
Non-regulated expenses

5630-Outside Services Employed

2015BA - 2015 ; Increase of $56,585

Smart meter third party services that were previously entered in variance accounts by
now accounted in 5655 after approved (OEB) smart meter disposal in 2015

2015 - 2016 ; Increase of $20,853
Third party consultant costs new CDM plan ($24,552.40)
2016 - 2017 ; Increase of $10,930

Legal fees provision for Burman Energy's Superior court of justice claim for breach of
contract ($35,000 provisionnal)

2018 - 2019 ; Decrease of -$26,113
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Less third-party outsourcing for the year.
2019 - 2020 ; Increase of $33,464

Increase is due to cybersecurity consulting, billing software programming due to OEB
prescribed changes, customer portal upgrades and “Green Button” implementation, MIST
metering consultant & programming, outside services for MIST meter readings as well as
legal fees for Burman Energy dispute.

5655-Regulatory Expenses
2015 - 2016 ; Increase of $17,044

Intervenor invoice of $19,650 for 2015 Cost of Service.

2016 - 2017 ; Decrease of -$20,830

Return to normal (single year increase in 2016)

2019 - 2020 ; Increase of $21,603

Regulatory cost for building a Cost-of-Service application (Engineering Consultant for
DSP, Legal fees and Accounting firm for financials)

4.2.2 YEAR OVER YEAR VARIANCE ANALYSIS

The following section provides explanations of the year over year cost variances and drivers. As
explained in the previous Cost Driver section, HPDCL only had a few increases above the
threshold of $50,000. However, as with the previous section, the utility chose to highlight and
explain variances that it considers significant enough to warrant justification. The variances
explained include both increases and decreases. For each significant change HPDCL has
described the reasons and decision that was made to manage the cost increase/decrease and

the alternatives.
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Table 7-2015 Actual vs. 2015 Board Approved- to Table 13 — 2021 Test vs. 2020 Bridge below
show the year over year variances of OM&A expenses for 2015 Board Approved to the 2021

Test Year. An overview of significant variances are explaind below each table.

Table 7 - 2015 Actual vs. 2015 Board Approved

Board 2015 Var $ Var %
Approved
Operations and Maintenance $468,560 $597,853 $129,293 27.59%
Billing and Collecting $282,250 $304,232 $21,983 7.79%
Community Relations $8,000 $15,068 $7,068 88.35%
Administrative and General+LEAP $260,414 $298,826 $38,412 14.75%
Total $1,019,224 $1,215,979 $196,755 19.30%

The total OM&A costs in 2015 were $196,755 greater than the 2015 Board Approved amount.
The major reasons for the variance between Board Approved and Actual was due to the
approval to transfer smart meter disposals in the amount of $217,302 to expense. Third party
services related to smart meters were also transferred from the deferral account to 5630. Other
unplanned costs include work on the warehouse as well as unplanned costs related to

emergency calls.
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Table 8 - 2016 Actual vs. 2015 Actual

2015 2016 Var $ Var %
Operations and Maintenance $597,853 $411,467 -$186,386 -31.18%
Billing and Collecting $304,232 $287,594 -$16,638 -547%
Community Relations $15,068 $9,089 -$5,979 -39.68%
Administrative and General+LEAP $298,826 $339,676 $40,850 13.67%
Total $1,215,979 $1,047,826 -$168,153 -13.83%

The total OM&A expenses in 2016 were $168,153 lower than the 2015 Actual amount. The main
contributor to the variance is a return to normal spending with respect to the previous year's
costs related to smart meters. Variances are magnified as a result of 2016 being an unusual year
in Operation & Maintenance expense due to having 2 out of 4 linemen in the apprentice

classification which represented a lower than usual workforce cost for this section.
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Table 9 - 2017 Actual vs. 2016 Actual

2016 2017 Var $ Var %
Operations and Maintenance $411,467 $438,157 $26,690 6.49%
Billing and Collecting $287,594 $311,125 $23,530 8.18%
Community Relations $9,089 $6,063 -$3,026 -33.29%
Administrative and General+LEAP $339,676 $337,252 -$2,424 -0.71%
Total $1,047,826 $1,092,597 $44,771 4.27%

The total OM&A expenses in 2017 were $44,771 greater than 2016 Actual.

The main contributor to the variance is an inflation increase in Operation and Maintenance as
well as transformer condition assessment and maintenance was completed. Billing and
Collecting also saw inflation increase as well as an increase of billing system fees from one of

HPDCL's suppliers (ERTH)

Table 10 - 2018 Actual vs. 2017 Actual

2017 2018 Var $ Var %
Operations and Maintenance $438,157 $482,950 $44,793 10.22%
Billing and Collecting $311,125 $289,861 -$21,264 -6.83%
Community Relations $6,063 $9,048 $2,985 49.23%
Administrative and General+LEAP $337,252 $339,857 $2,605 0.77%
Total $1,092,597 $1,121,716 $29,119 2.67%

The total OM&A expenses in 2018 are $29,119 more than 2017 Actual.

Expenses related to Operations and Maintenance are higher than 2017 by $44,793 as a result of
inflation and costs related to labour disputes ($25k cost) which were allocated to several
Operation and Maintenance accounts. The increase in O&A is offset by decreases in various
accounts related to Billing and Collecting (reduction in bad debt and a billing clerk position

being vacant for several months.
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1 Table 11 - 2019 Actual vs. 2018 Actual
2018 2019 Var $ Var %
Operations and Maintenance $482,950 $474,760 -$8,190 -1.70%
Billing and Collecting $289,861 $303,101 $13,240 457%
Community Relations $9,048 $3,895 -$5,152 -56.94%
Administrative and General+LEAP $339,857 $319,991 -$19,867 -5.85%
Total $1,121,716 $1,101,747 -$19,968 -1.78%
2

3 The total OM&A expenses in 2019 were -$19,968 less than 2018 Actual.

4 2019 saw a decrease in Operation and Maintenance costs as a result of a short-term vacancy
5 and anincrease in capital work. The decrease is somewhat offset by an increase in work as the
6  opportunity to tend to the underground system came about.
7 A decrease of -24K in Administrative and General costs was with respect to outside service
8  which was not deemed as necessary for year.
9
10 Table 12 - 2020 Bridge vs. 2019 Actual
2019 2020 Var $ Var %
Operations and Maintenance $474,760 $486,350 $11,590 2.44%
Billing and Collecting $303,101 $320,550 $17,449 5.76%
Community Relations $3,895 $5,000 $1,105 28.35%
Administrative and General+LEAP $319,991 $392,950 $72,959 22.80%
Total $1,101,747 $1,204,850 $103,103 9.36%
11

12 The total increase from 2019 to 2020 in the amount of $103,103 is for the most part attributable
13 to the increase in Administrative and General costs of $72,959. The increase is due to one-time
14 costs in regulatory and outside services expenses including fees, consultants for rate application
15 and Distribution System Plan quantified which represent an increase of $53k in 2020. Also, $20k
16 s included in 2020 for two Powerlineman trainings in the GTA area ($10k per training), which is
17 one more training when compared to 2019, therefore an increase of $10k. Also, since CDM and
18  Affordability Fund program are terminated, the General Manager salary will no longer be

19  assigned to these non-regulation expenses account and thus will create a $10k increase in

20 account #5615.
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Table 13 - 2021 Test vs. 2020 Bridge

2020 2021 Var $ Var %
Operations and Maintenance $486,350 $492,241 $5,891 1.21%
Billing and Collecting $320,550 $328,564 $8,014 2.50%
Community Relations $5,000 $5,063 $63 1.25%
Administrative and General+LEAP $392,950 $381,580 -$11,370 -2.89%
Total $1,204,850 $1,207,448 $2,597 0.22%

The total change from 2020 to 2021 is marginal at $2,597. The 2020 level of spending is

expected to continue for 2021 and beyond.

Cost per Customer

OEB Appendix 2-L Employee Costs at
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Table 14 — OEB Appendix 2-L Recoverable OM&A Cost per Customer and FTE below shows an
OMG&A cost per customer of $438 in 2021 in comparison to $367 in the 2015 . HPDCL is also
aware that the utility’s requirements have increased significantly over the past six years and that
the utility employees have been taking on more workload to be able to respond to the increase
in these regulatory requirements. The Administration costs per FTE has increase from $145,603
to $172,493. The increase in efficiency from 2015 to 2021 is also reflected HPDCL's PEG ranking.
HPDCL's actual costs (2019) of $1,454,857 is $482,771 lower than it's Predicted costs of
$1,937,628. Despite being ranked in the 2™ most cost-efficient PEG grouping in 2019, HPDCL
commits to continuing to look for ways of finding efficiencies to help avoid cost increases for its

customers when feasible.

Page 31 of 152



Hearst Power Distribution Company Ltd

EB-2020-0027

2021 Cost of Service Inc
Exhibit 4 — Operating Expenses
December 11, 2020

Table 14 - OEB Appendix 2-L Recoverable OM&A Cost per Customer and FTE

Reporting Basis
OM&A Costs
o&M
Admin Expenses
Total Recoverable OM&A
from Appendix 2-JB*
Number of Customers **
Number of FTEs 3#
Customers/FTEs
OM&A cost per customer
O&M per customer
Admin per customer
Total OM&A per customer
OM&A cost per FTE
O&M per FTE

Admin per FTE
Total OM&A per FTE

Last
Rebasing
Year 2015
- Board
Approved

$468,560
$550,664

$1,019,224

2779.00
7.00
397

$169
$198
$367

$66,937
$78,666
$145,603

Last

Rebasing
Year 2015
- Actual

$597,853
$618,126

$1,215,979

2760
6.75
409

$217
$224
$441

$88,571
$91,574
$180,145

2016

$411,467 $438,157
$636,359 $654,440

$1,047,826  $1,092,597

2756
6.50
424

$149
$231
$380

$63,303 $62,594
$97,901 $93,491
$161,204 $156,085
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2017

2753
7.00
393

$159
$238
$397

2018

$482,950
$638,766

$1,121,716

2750
7.00
393

$176
$232
$408

$68,993
$91,252
$160,245

2019

$474,760
$626,987

$1,101,747

2756
6.50
424

$172
$227
$400

$73,040
$96,460
$169,500

2020

$486,350
$718,500

$1,204,850

2759
7.00
394

$176
$260
$437

$69,479
$102,643
$172,121

2021

$492,241
$715,206

$1,207,448

2759
7.00
394

$178
$259
$438

$70,320
$102,172
$172,493
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4.2.4 ACTUAL VS INFLATION

Utilities are under constant pressure to relate their spending to cost inflation; therefore, in the
preparation of the Test Year budget, HPDCL has calculated the year over year inflationary
increase in OM&A costs at a rate of 2% and compared to its 2021 proposed OM&A costs. The
COVID-19 impact in 2020 is shown by an increase in Operations costs and a reduction in
Maintenance cost due to the classification of the work assigned in the period of April and May
2020. For that period, in standard years, the work to be completed would have fallen in
distribution system plant maintenance but instead the re-assigned (due to COVID-19) work fell

into account #5085 - miscellaneous distribution expense.

The table below show HPDCL's actual year over year variances vs a hypothetical year over year

variance.
Table 15 -2015-2021 OM&A
Board
2015 2016 2017 2018 2019 2020 2021
Approved
Operations ~ $145860  $175120  $129461  $180412  $165467  $169,073  $212350  $181,784
Maintenance ~ $322,700  $422733  $282006  $257,745  $317.482  $305687  $274000  $310,458
Bilingand ¢rep250  $304232  $287594  $311,125  $289.861  $303,101  $320550  $328,564
Collecting
Commu'mty $8,000 $15,068 $9,089 $6,063 $9,048 $3,895 $5,000 $5,063
Relations
Adminitrative - co60414  $298826  $339,676  $337,052  $339.857  $319991  $392950  $381,580

and General
Total $1,019,224 $1,215979 $1,047,826 $1,092,597 $1,121,716 $1,101,747 $1,204,850 $1,207,448

19.3% -13.8% 4.3% 2.7% -1.8% 9.4% 0.2%
over year)
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Operations
Maintenance
Billing and
Collecting
Community
Relations
Administrative
and General
Total
%Change (year
over year)

Board
Approved
$145,860
$322,700

$282,250
$8,000

$260,414
$1,019,224

2021 Cost of Service Inc
Exhibit 4 — Operating Expenses
December 11, 2020

Table 16 — Hypothetical Inflationary Increase of 2%

2015

$148,777
$329,154

$287,895
$8,160

$265,622
$1,039,608
2.0%

2016

$151,753
$335,737

$293,652
$8,323

$270,935
$1,060,400
2.0%

2017

$154,788
$342,452

$299,525
$8,490

$276,354
$1,081,608
2.0%
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2018

$157,884
$349,301

$305,516
$8,659

$281,881
$1,103,240
2.0%

2019

$161,041
$356,287

$311,626
$8,833

$287,518
$1,125,305
2.0%

2020

$164,262
$363,413

$317,859
$9,009

$293,269
$1,147,811
2.0%

2021

$167,547
$370,681

$324,216
$9,189

$299,134
$1,170,768
2.0%
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4.3.1 PROGRAM DESCRIPTIONS

Appendix 2-JC below shows the year over year variances of OM&A programs for 2015 Board

Approved to 2021. The utility used programs it introduced in its 2015 Cost of Service.

HPDCL notes does not currently track its costs in these categories; the programs are created to
meet the filing requirements. HPDC creates and tracks its budgets using USoA accounts and the
traditional grouping of Operation, Maintenance, Billing and Collecting and Administration.
Furthermore, HPDCL notes that for each change within its control, the utility often will try to
explore alternatives however being remote makes it difficult to explore realistic cost savings

opportunities as service options are very limited.
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Reporting Basis

Programs

Customer Focus

360 Communication

Customer Service, Mailing Costs,
Billing and Collections2

Bad Debts

Locates

Sub-Total
Operational Effectiveness

Meters

Overhead lines

Underground Lines

Operations & engineering,
Inspection drafting &

design construction services
Distribution Transformers

Poles Towers & Fixtures
Warehouse and garage building costs
Admin, Legal, Professional

and Insurance Services1

- Other (Misc. Gen. Expenses, Rent)

Sub-Total

Public and Regulatory Responsiveness
Regulatory & Compliancel
Community and Public Assistance

2015 BA

$8,000
$274,193
$14,557
$24,705

$321,455

$14,593
$250,170
$3,839

$7,788

$60,000
$75,000
$31,368

$120,514
$42,600

$605,872

$88,800
$0

Hearst Power Distribution Company Ltd
EB-2020-0027

Table 17 - OEB Appendix 2-JC - OM&A Programs Table

2015

$5,618
$304,797

$7,006
$40,472

$357,893

$231,900
$123,476
$16,378

$17,829

$61,057
$41,300
$61,791

$109,666
$47,552

$710,949

$135,687
$9,450

2016

$2,727
$282,513
$11,302
$21,550

$318,092

$8,617
$167,635
$16,732

$16,777

$59,271
$75,421
$42,214

$121,180
$39,766

$547,613

$173,760
$6,362

2017

$2,058
$306,493
$13,838
$25,783

$348,172

$9,458
$175,925
$23,550

$14,731

$55,833
$77,095
$51,682

$120,387
$47,635

$576,296

$164,125
$4,005

2018

$3,561
$298,083

$3,950
$23,937

$329,531

$20,148
$188,612
$9,678

$17,413

$63,866
$100,870
$54,324

$110,781
$49,468

$615,160

$171,037
$5,486
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2019

$2,133
$301,531
$11,412
$33,691

$348,767

$17,785
$190,048
$71,568

$18,341

$61,253
$49,405
$28,494

$109,594
$56,770

$603,258

$143,960
$1,763

2020

$2,500
$318,050
$13,000
$38,750

$372,300

$11,500
$204,500
$25,000

$19,500

$66,000
$50,000
$67,000

$122,000
$63,300

$628,800

$199,250
$2,500

2021 Cost of Service Inc
Exhibit 4 — Operating Expenses
December 11, 2020

Test Year Versus Test Year
Last Rebasing Versus Most
Current Actuals
2021 Variance ($) Variance ($)
$2,500 -$5,500 $367
$326,001 $51,808 $24,470
$13,325 -$1,232 $1,913
$39,719 $15,014 $6,028
$381,545 $60,090 $32,778
$11,538 -$3,055 -$6,247
$209,170 -$41,000 $19,122
$25,575 $21,736 -$45,993
$19,988 $12,200 $1,647
$67,650 $7,650 $6,397
$81,600 $6,600 $32,195
$32,800 $1,432 $4,306
$127,513 $6,999 $17,919
$54,783 $12,183 -$1,987
$630,617 $24,745 $27,359
$190,725 $101,925 $46,765
$2,563 $2,563 $800
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Donations - LEAP Funding $2,000 $2,000 $2,000 $0 $0 $4,000 $2,000 $2,000 $0 -$2,000
Sub-Total $90,800 $147,137 $182,122 $168,130 $176,523 $149,723 $203,750 $195,288 $104,488 $45,565
TOTAL OM&A | $1,018,127 $1,215,979 $1,047,827 $1,092,598 $1,121,214 $1,101,748 $1,204,850 $1,207,450 $189,323 $105,702
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CUSTOMER FOCUS
360° Communication

The Organizational Effectiveness and Communications programs involves developing and
maintaining effective employee, customer and shareholder relations. It also involves
organizational development, and reaching out to customers in many forms, such as social media

and online communication.
Customer Service, Mailing Costs, Billing and Collections

This program focuses on frontline contact with customers, the preparation of customer bills and
the collection of the billed amounts owing. Costs related to this program ensure customer
questions and queries are answered in a timely manner and that HPDC's customers are satisfied
with the services that they receive. The Customer Services area is also responsible for activities

such as payment processing and applications for service (new and changes).
Bad Debts

Bad debts expense is the amount of receivables that the utility is not able to collect from its

customers.
Locates

The Locate program includes the costs of providing locate services on customer premises.

OPERATIONAL EFFECTIVENESS
Meters

This involves the installation, testing, and commissioning of new metering and for the ongoing

operations of existing metering, both simple and complex metering installations. Metering also
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investigates theft of power. This department also provides emergency response to customer

trouble call requests
Overhead and Underground Lines

Maintenance work performed outside of the capital budget accounts is captured through the
operating maintenance accounts. This work can be either planned or unplanned, and can involve
capital work under the general service capital budgets. Maintenance and operating budgets are
typically prepared based on historical values. The field inspection program identifies a number
of immediate concerns and concerns requiring immediate analysis. Most of the concerns were
slated under planned work and categorized as priority scheduled work or normal scheduled

work.
Operations, Engineering, Inspection, Drafting & Design, Construction Services

This program involves connection requests from builders and developers for the design of
distribution system capital projects, collection, analysis and allocation of materials, system
planning, project planning and coordination and management of the distribution system design.
It is also responsible for overall coordination of construction activities to enhance, modify and

renew the distribution system.
Poles Towers & Fixtures

This program covers the cost for wood pole testing and treatment. Along with checking
obstructions, grade, accessibility, rot, cracks, infestations, identification, insulators, feathering,
down guys, span guys, mounted equipment and third-party attachments, and check above and
below ground for rot, voids, and infestations, chemical treatments may be applied to mitigate
further damage to the pole. If any poles are found to be in a dangerous condition, the poles are

then recommended for replacement.
Warehouse and Garage Building costs

This program accounts for any general repairs and maintenance to the buildings.
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Note: In the year 2020, due to COVID-19, Powerlinemen salaries were entered in this account in
lieu of other O&M accounts since the work was realigned to line up with Provincial Emergency

measures.
Legal, Accounting and Professional Services

The program includes costs such as legal and administrative costs incurred annually as part of
the utility’s business operations. These costs also include general accounting and audit costs.
This program covers preparation of statutory, management and financial reporting; accounts
payable and general accounting; treasury functions, including borrowing and cash management;
financial risk management; accounting systems and internal control processes; preparation of
consolidated budgets and forecasts; and tax compliance. The executive team is responsible for
the decision making for all financial and non- financial aspects of the utility. This program also
covers professional costs associated with Regulatory Affairs. HPDC has hired a third-party
service to handle all preparation of regulatory filings, rate applications, and input to the

regulatory bodies. This function is also responsible for monitoring all applicable legislation.

MISCELLANEOUS — GENERAL EXPENSES
Health & Safety Training Costs

HPDC's Health and Safety costs consists in training the staff in the following areas.

. Identifying, reacting to, and mitigating risk in the workplace

. Acting within compliance and safety work practice codes

. Developing preventable measures and objectives tied to performance
. Monitoring and conducting corrective action, as necessary

PUBLIC & REGULATORY RESPONSIVENESS
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Regulatory Compliance and Outside Services

These costs are related to the utility's commitment to comply with Ontario’s evolving energy
market, changing government policy and evolving regulatory framework. The increasing
complexity in the regulatory environment, such as RRFE, Distribution System Plan, smart meters,
tends to influenced OM&A spending. HPDC is constantly searching for ways to minimize costs

by collaborating, sharing costs, and developing synergies with other utilities.
Community and Public Assistance

Community support and participation in activities for nonprofit organizations or group is an
important factor for HPDC in order to maintain higher level of respect from customers. Safety
Awareness training is offered to Emergency First Responders (Ambulance, Firefighters, OPP, etc.)

and safety educational booklets are handed to local schools.
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HPDC currently employs 7 employees, including:

* A General Manager

* A field Superintendent/Leadhand

* An administrative assistant

* Abilling and customer service clerk

¢ 3linemen

The General Manager is responsible for all internal and external financial activities of the
company including liaison with banks and other financial institutions; providing financial reports
to its Board of Directors and its Shareholder; development of budgets and tracking the
company'’s progress towards achieving approved financial targets and capital investments. He is
the liaison with regulatory bodies including the OEB; accountants, purchasing and stores;
Canada Revenue Agency, IESO and Hydro One, as well as conservation and demand
management. The General Manager also oversees the operation of the distribution system,
customer service, billing and metering. The General Manager is also responsible for providing
human resource support including salary and benefit services; maintaining effective
communications throughout the company; and ensuring that operations and office staff have
access to the highest quality information and training to allow them to perform their work safely

and efficiently.

The field Superintendent/Leadhand, is responsible for ensuring that employees, contractors and
public remain safe when interfacing with the distribution system; ensuring the reliable operation
—including maintenance and repair — of the distribution system and general plant; planning,
organizing and controlling Capital project related to the distribution plant and ensuring that

customer requests for electricity service are provided promptly and according to code.

The Assistant Administrator is responsible for metering, bookkeeping, customer billing as well as

many other financial and administrative tasks to support the General Manager.
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The billing and customer service clerk is responsible for external communications with

customers, public and media as well as assistance on metering and customer billing.

4.4.1 COMPENSATION - NON-UNION/UNION

Compensation for unionized employees is negotiated through the collective bargaining process.
When negotiating wage levels, consideration is given to the skill sets required to work within the

distribution system, as well as the competitive wage levels of its geographic market.

HPDC is bound by a Collective Agreements with Canadian Union OF Public Employees Local
1536-02 representing Trades workers. In Oct 2020, the utility negotiated a 2-year collective
agreement with both bargaining units, in place effective April 1, 2020. Wage increases were
negotiated at + $0.50/hr. in year 1 and 1.25% in year 2. HPDCL notes that its it is not proposing

any changes to its workforce and that its strategy has not changed since its last Cost of Service.

4.4.2 PENSION AND BENEFITS

Table 19 - OEB Appendix 2-K — Employee Compensation below shows employee
compensation from 2015BA to 2021. The number of employees is based on the compensation

of the number of full-time equivalent (FTE) positions throughout each of the fiscal years.
A detailed summary of benefit program costs is presented below:

Table 18 - Benefit Expenses

2015 2016 2017 2018 2019 2020 2021
Benefit Actual Actual Actual Actual Actual Bridge Test
Statutory Holidays =~ 11,975 11,799 13,751 15,711 13,553 13,824 14,100
CPP&EI = 25976 24,560 25,896 25,736 28,179 28,743 29,317
WSIB | 5344 4,807 5336 5,640 6,058 6,179 6,303
Company Health 7 539 46,115 49,873 47,705 39,825 40,621 49,434
Benefits
OMERS = 44,387 47,181 52,461 51,552 54,877 47,037 47,978
Health - EHT | 10,757 9,352 10,359 11,267 11,582 11,813 12,049
Sickness,
Bereavement, | 27,754 5,853 8,870 40,227 25,926 23,083 18,938
Other
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Total Benefit Costs 173,433 149,667 166,546 197,838 179,999 171,300 178,120

As per Table 19 below, Total Compensation have increased 19.39% between the 2015 Actual
and 2021 Test Years as a result of statutory rate increases and wage increases, both due to

inflation and apprentices moving up the remuneration table as experience is gained.

Table 19 - OEB Appendix 2-K - Employee Compensation

2015 2016 2017 2018 2019 2020 2021
Number of Employees (FTEs including Part-Time)'
Management (including executive) 1 1 1 1 1 1 1
Non-Management (union and non-union) 6 6 6 6 6 6 6
Total 7 7 7 7 7 7 7

Total Salary and Wages including overtime and incentive pay
Management (including executive) = $80,771 $85,573  $86,312  $87,843 = $89,981 $91,000 = $91,425
Non-Management (union and non-union) = $313,141  $325,304 $367,873 $354,333  $344,797 $392,000 $407,800
Total = $393,911 $410,878 $454,185 $442,176 $434,778 $483,000 $499,225
Total Benefits (Current + Accrued) -
Management (including executive) = $13,335 $14,650 $14,239 $12,812 $14,696 $14,500 $15,000
Non-Management (union and non-union) =~ $160,098 = $135,017 $152,307 $185,026 $165,303 $156,800 $163,120
Total = $173,433  $149,667 $166,546 $197,838 $179,999 $171,300 $178,120
Total Compensation (Salary, Wages, & Benefits)
Management (including executive) = $94,105 = $100,223  $100,551 $100,655 $104,677 $105500 $106,425
Non-Management (union and non-union) = $473,239  $460,322 $520,180 $539,359 $510,100 $548,800 $570,920
Total = $567,344 $560,544 $620,731 $640,014 $614,776 $654,300 $677,345

4.4.3 POST-EMPLOYMENT RETIREMENT BENEFITS (OPEBS)

HPDCL participates in the OMERS retirement plan. The table below shows the OPEB costs
included in OM&A. A breakdown of the pension and OPEBs amounts included in OM&A is

provided below.
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Table 20 - Post employment benefits

OPEB
Costs
2015 1,980.60

2016 3,961.20
2017 3,952.09
2018 3,894.48
2019 3,412.08
2020 5,709.00
2021 5,424.66
2022 4,002.96
2023 1,900.00
2024 1,900.00
2025 1,900.00

Pension and OPEB costs are proposed to be recovered cash basis as has been the case since the
last Cost of Service therefore HPDCL requests to continue to use the same method for the test
year and beyond. HPDCL understands that cash basis; is contrary to the Board's default
preference for the accrual accounting methodology. However, continuing a cash basis maintains
consistency with the previous COS decision and past practice. The rational for using a cash basis

is.

a) pension and OPEB costs were included in rates on a cash basis in 2015, such that changing to
accrual now and going forward would require a review of the transition impacts. This is
consistent with board policy, which cites consistency as one reason to support an alternate

method promoting stability and predictability in.

b) The 2015 filing states that because HPDCL participate in the OMERS pension plan, which the
board notes mean there is no difference between the accrual and cash accounting methods in
terms of end value. Furthermore, the Board noted that even when on accrual accounting some
utilities do not bother with actuarial reports for their OPEB costs because the numbers are so

small, resulting in no difference between cash and accrual accounting:

HPDCL does not have an Actuarial Report.
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4.4.4 STAFFING AND COMPENSATION STRATEGY

Finding qualified staff in smaller rural areas can be challenging, therefore, similar to other
smaller utilities HPDCL prefers to invest time and energy in training its existing employees rather

than hiring skilled workers.

In doing so HPDCL must also balance reliance on third party contractors and use its workforce
to its best advantage for the customer and community. The utility evaluates on a yearly basis its
agreements with its consultants and contractors to ensure that they are the best option possible

for the utility.

HPDCL does not use specific benchmarking studies to determine salary ranges. That said, HPDCL
is aware of the salary ranges in similar utilities in Ontario and salary range of local similar

workforces and use these salaries as a guideline.

Periodically, the utility's Board of Director along with management input will readjust employee
salary to be in line with its neighboring cohorts, however, as a rule, the utility tries to apply the
yearly inflation factor as determined by Statistic Canada to salaries and wages. It is also
important to note that as existing staff gain training and expertise, management may choose to

increase salaries according to new qualifications.

The salaries and wage amounts include all salaries and wages paid, inclusive of overtime, and
vacations. The benefit amounts include the employer’s portion of statutory holidays, sick leave,
bereavement leave, union meetings and other miscellaneous paid leave or labor dispute
settlement amounts, Provincial benefits (CPP and El), employer contributions to EHT, WSIB,
OMERS pension plan and HPDCL's costs for providing extended health care, dental, long-term

disability, life insurance and the Employee Assistance Program.
Employee Staffing Levels:

The level of staffing has not changed since its last Cost of Service and there are no anticipated

staffing increases for the 2021 Test Year.
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HPDCL provides services to and receives services from Town of Hearst. HPDCL is owned by the

Town of Hearst; this ownership structure is documented in Exhibit 1.

The Services Agreement between HPDCL and the Town of Hearst was signed on August 1, 2018
and came into effect on January 1, 2018, which term shall end as of December 31, 2020. This

agreement is provided Appendix X. Pursuant to the Services Agreement, HPDCL provides Water
and Wastewater billing services for Town of Hearst. These services include all associated clerical,
labour and administrative services for meter reading, bill preparation and presentment, payment

processing, collections, bad debt management, customer care.

Since the utility shares physical space with the Town of Hearst, HPDCL compensates the Town
for access to client reception area, central communication and cashier services, payroll for HPDC
employees including bi-weekly pay and associated cost reports, enrolment and administration
of fringe benefits including remittance of payroll deductions and annual T4s. The utility also
rents 3 offices and has access to office equipment room, storage rooms, vaults, coffee rooms,
meeting rooms and client parking spaces. The utility also has access to a 24/7 communication
services. These costs detailed at Appendix A of the Inter-corporate Service Agreement are part

of the utility's OM&A.

All costs shared between Hearst Power Distribution Co. Ltd. and the Town of Hearst exists to
provide greater return on each dollar spent. Costs related to the water billing are divided and
paid as per a defined Inter-corporate Service agreement between the two entities. In
accordance with Article 340 of the APH, the utility confirms that there is no cross-subsidization
between regulated and non-regulated or non-rate-regulated distributor lines of business. The
Services Agreement specifies the transfer pricing for these services; the transfer pricing
methodology adheres to the ARC's transfer pricing rules. No Board of Director costs for affiliates
have been included in LDC costs. The OEB Appendix 2-N Shared Services/Corporate Cost
Allocation is presented at the next page. Variances from 2015 Board Approved to 2021 follow

Appendix 2-N.
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Pricing Methodology

All shared between Hearst Power Distribution Co. Ltd. and the Town of Hearst exist to provide
greater return on each dollar spent. Rate payers see their water and hydro meter on the same
bill therefore the expense is split as per a defined Service agreement between the two entities.
The foundation of the inter-corporate service agreement stands for no markup for services
exchange by both parties; the actual cost or best estimate is what is charged out.

The current inter-corporate service agreement takes into account the estimated time spent on
issues that are non-utility related by the office staff (based on historic actuals), and a set
percentage charged back to the Town Water department (for example) for all shared billing

supplies and expense which is based on actual meter counts.

HPDCL confirms that there are no Board of Director costs for affiliates included in LDC costs.
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Shared Services and Corporate Cost Allocation

Year:
2021

Shared Services

December 11, 2020

Name of Company

Price for Cotsr:efor
From To Service Offered Pricing Methodology the Service Service
$ $
Hearst Power VARIABLE (COST BASED) - Actual employee cost
Distribution Co. Ltd. Town of Hearst Street Lighting, MicroFit & Misc. repair, and maintenance . . P y $15,000 $14,000
(HPDO) (included O/H) + equipment and material cost
Hearst Power
Distribution Co. Ltd. PLE Hieter (s of Water meter repair &maintenance VARIABLE ol BASEP) " AGIE employee cost $3,500 $3,500
(HPDC) Hearst) (included O/H) + equipment and material cost
. H.ears.t Power Hearst Connect Third party attachments (Telecom) - assistance with overhead VARIABLE (COST AND MARKET BASF’.D) S
Distribution Co. Ltd. . . employee cost (included O/H) + equipment and $5,000 $4,250
Corporation (2017) outside plant .
(HPDC) material cost
Hearst Power Hearst Connect MARKET BASED - Price per pole as per OEB
Distribution Co. Ltd. ) Third party attachments (Telecom) - Pole Rental p P P $30,127 $0
Corporation (2017) regulation
(HPDC)
Hearst Power . . - .
Town of Hearst Distribution Co. Ltd. Salaries - Clerical (Town ReFept|on|st, Cashier, Payroll clerk, FIXED‘(COST BASED) - As per Intercorporate §42,337
Janitor, etc.) Service Agreement- based on actual cost
(HPDC)
Hearst Power FIXED (COST BASED) - As per Intercorporate
Town of Hearst Distribution Co. Ltd. 24 hr Emergency Answering service . P P $24,408
Service Agreement- based on actual cost
(HPDC)
Hearst Power
Town of Hearst Distribution Co. Ltd. Office Rental (3 offices) FIXED (MARKET BASED) $14,892

(HPDC)
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Year:
2020

Shared Services

2021 Cost of Service Inc
Exhibit 4 — Operating Expenses
December 11, 2020

Name of Company

Price for Cotsr::or
From To Service Offered Pricing Methodology the Service Service
$ $
Hearst Power VARIABLE (COST BASED) - Actual employee cost
Distribution Co. Ltd. Town of Hearst Street Lighting, MicroFit & Misc. repair and maintenance . . P Y $10,790 $10,876
(HPDC) (included O/H) + equipment and material cost
Hearst Power
Distribution Co. Ltd. PLE Hieter (s of Water meter repair &maintenance VARIABLE ol BASEP) " AGIE employee cost $1,727 $1,712
(HPDC) Hearst) (included O/H) + equipment and material cost
. H.ears.t Power Hearst Connect Third party attachments (Telecom) - assistance with overhead VARIABLE (COST AND MARKET BASF’.D) S
Distribution Co. Ltd. . . employee cost (included O/H) + equipment and $7,947 $7,124
Corporation (2017) outside plant -
(HPDC) material cost
Hearst Power Hearst Connect MARKET BASED - Price per pole as per OEB
Distribution Co. Ltd. . Third party attachments (Telecom) - Pole Rental perp P $30,127 $0
Corporation (2017) regulation
(HPDC)
Hearst Power . . - .
Town of Hearst Distribution Co. Ltd. Salaries - Clerical (Town Re‘ceptlonlst, Cashier, Payroll clerk, FIXED‘(COST BASED) - As per Intercorporate $41.712
Janitor, etc.) Service Agreement- based on actual cost
(HPDC)
Hearst Power
Town of Hearst Distribution Co. Ltd. 24 hr Emergency Answering service FlXED.(COST BASED) - As per Intercorporate $24,048
Service Agreement- based on actual cost
(HPDC)
Hearst Power
Town of Hearst Distribution Co. Ltd. Office Rental (3 offices) FIXED (MARKET BASED) $14,672

(HPDC)
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Year:
2019

Shared Services

Name of Company
Price for Cotsr::or
From To Service Offered Pricing Methodology the Service Service
$ $
Hearst Power L . . . . .
Distribution Co. Ltd. Town of Hearst Street Lighting, M|.croF|t & Misc. repair and VARIABLE (COST BASEP) - Actual employee cost (included O/H) + $21.504 $21.306
maintenance equipment and material cost
(HPDCQ)
Hearst Power .
Distribution Co. Ltd. PUE WS {onm @ Water meter repair &maintenance VARIABLE (COST BASEP) SGGaEL employee EeRE (e llee Oyi)) & $3,868 $3,674
Hearst) equipment and material cost
(HPDC)
Hearst Power .
L Hearst Connect Third party attachments (Telecom) - VARIABLE (COST AND MARKET BASED) - Actual employee cost
Distribution Co. Ltd. . . . K X R . $49,431 $43,385
(HPDC) Corporation (2017) assistance with overhead outside plant (included O/H) + equipment and material cost
KIS R Hearst Connect Third party attachments (Telecom) - Pole
Distribution Co. Ltd. . party MARKET BASED - Price per pole as per OEB regulation $20,321 $0
Corporation (2017) Rental
(HPDC)
Hearst Power . . - .
Town of Hearst Distribution Co. Ltd. Salar|e§ - Clerical (Town Re.ceptlonlst, FIXED (COST BASED) - As per Intercorporate Service Agreement- $40,934
Cashier, Payroll clerk, Janitor, etc.) based on actual cost
(HPDC)
ICEIS [FOIET FIXED (COST BASED) - As per Intercorporate Service Agreement-
Town of Hearst Distribution Co. Ltd. 24 hr Emergency Answering service P P 9 $23,599
based on actual cost
(HPDC)
Hearst Power
Town of Hearst Distribution Co. Ltd. Office Rental (3 offices) FIXED (MARKET BASED) $14,398
(HPDC)
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Year:
2018

Shared Services

2021 Cost of Service Inc
Exhibit 4 — Operating Expenses
December 11, 2020

Name of Company

Price for Cotsl::or
From To Service Offered Pricing Methodology the Service Service
$ $
Hearst Power S . . . .
Distribution Co. Ltd. Town of Hearst Street Lighting, M|.croF|t & Misc. repair and VARIABLE (COST BASEP) - Actual employee cost $16,032 $15,016
(HPDC) maintenance (included O/H) + equipment and material cost
Hearst Power VARIABLE (COST BASED) - Actual employee cost
Distribution Co. Ltd. PUC Water (Town of Hearst) Water meter repair &maintenance X . P y $3,907 $3,728
(included O/H) + equipment and material cost
(HPDC)
Hearst Power e o Go eeiaiten N Third party attachments (Telecom) - VARIABLE (COST AND MARKET BASED) - Actual
Distribution Co. Ltd. 1 . P . Engineering, Labor, equipment and parts employee cost (included O/H) + equipment and $56,417 $37,967
Affiliate** incorporated in 2017) . ! . .
(HPDC) assistance with overhead outside plant material cost
Town of Hearst Hearst Power Distribution Co. Ltd. Salaries - Clerical (Town Receptionist, COST BASED - As per Intercorporate Service $40,210
(HPDC) Cashier, Payroll clerk, Janitor, etc.) Agreement- based on actual cost !
Hearst Power Distribution Co. Ltd. . . COST BASED - As per Intercorporate Service
Town of Hearst (HPDO) 24 hr Emergency Answering service Agreements based onjactuallcost $22,914
Town of Hearst Hearst Power Distribution Co. Ltd. Office Rental (3 offices) MARKET BASED $14,143

(HPDC)
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Year:
2017

Shared Services

2021 Cost of Service Inc

Exhibit 4 — Operating Expenses
December 11, 2020

Name of Company

Price for Cost for
Service Offered Pricing Methodology the Service | the Service
From To
$ $
Hearst Power L . . . . VARIABLE (COST BASED) - Actual employee
Distribution Co. Ltd. Town of Hearst street Lighting, M|FroF|t & Misc. repair, and cost (included O/H) + equipment and material $27,013 $21,304
maintenance
(HPDCQ) cost
Hearst Power VARIABLE (COST BASED) - Actual employee
Distribution Co. Ltd. PUC Water (Town of Hearst) Water meter repair &maintenance cost (included O/H) + equipment and material $3,190 $2,548
(HPDC) cost
Hearst Power Hearst Connect Corporation Third party attachments (Telecom) - Engineering, | VARIABLE (COST AND MARKET BASED) - Actual
Distribution Co. Ltd. (*New Affiliate** incorporated Labor, equipment and parts assistance with employee cost (included O/H) + equipment $81,154 $61,126
(HPDC) in 2017) overhead outside plant and material cost
Hearst Power Distribution Co. Salaries - Clerical (Town Receptionist, Cashier, COST BASED - As per Intercorporate Service
Vgt @ [ieerest Ltd. (HPDC) Payroll clerk, Janitor, etc.) Agreement- based on actual cost $39,460
Hearst Power Distribution Co. . . COST BASED - As per Intercorporate Service
Town of Hearst Ltd. (HPDC) 24 hr Emergency Answering service Agreement. based onlactuallcost $22,487
Town of Hearst Hearst Power Distribution Co. Office Rental (3 offices) MARKET BASED $13,880

Ltd. (HPDC)
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Year:
2016

Shared Services

2021 Cost of Service Inc
Exhibit 4 — Operating Expenses
December 11, 2020

Name of Company

Price for the Cost for the
Service Offered Pricing Methodology Service Service
From To
$ $
Hearst Power Distribution Street Lighting, MicroFit & Misc. repair, VARIABLE (COST BASED) - Actual employee cost
Co. Ltd. (HPDC) Vgt @ [ gt and maintenance (included O/H) + equipment and material cost ] HETALE
Hearst Power Distribution PUC Water (Town of . . VARIABLE (COST BASED) - Actual employee cost
Co. Ltd. (HPDC) Hearst) VIR TEHSF E{ZE EATTENTEENES (included O/H) + equipment and material cost $5,062 $4,396
Hearst Power Distribution Salaries - Clerical (Town Receptionist, COST BASED - As per Intercorporate Service
Vgt @ [ gt Co. Ltd. (HPDC) Cashier, Payroll clerk, Janitor, etc.) Agreement- based on actual cost PR BT
Hearst Power Distribution . . COST BASED - As per Intercorporate Service
Town of Hearst Co. Ltd. (HPDC) 24 hr Emergency Answering service AT (b e A e $22,321
Town of Hearst Hearst Power Distribution Office Rental (3 offices) MARKET BASED $13,608

Co. Ltd. (HPDC)

Page 54 of 152



Hearst Power Distribution Company Ltd

EB-2020-0027

Year:
2015

Shared Services

2021 Cost of Service Inc
Exhibit 4 — Operating Expenses
December 11, 2020

Name of Company

Price for the Cost for the
Service Offered Pricing Methodology Service Service
From To
$ $
Hearst Power Distribution Street Lighting, MicroFit & Misc. repair VARIABLE (COST BASED) - Actual employee cost
Co. Ltd. (HPDC) Vgt @ [ gt and maintenance (included O/H) + equipment and material cost T neles
Hearst Power Distribution PUC Water (Town of . . VARIABLE (COST BASED) - Actual employee cost
Co. Ltd. (HPDC) Hearst) VIR TEHSF E{ZE EATTENTEENES (included O/H) + equipment and material cost $6,870 $4,706
Hearst Power Distribution Salaries - Clerical (Town Receptionist, COST BASED - As per Intercorporate Service
Vgt @ [ gt Co. Ltd. (HPDC) Cashier, Payroll clerk, Janitor, etc.) Agreement- based on actual cost He0D
Hearst Power Distribution . . COST BASED - As per Intercorporate Service
Town of Hearst Co. Ltd. (HPDC) 24 hr Emergency Answering service AT (b e A e $21,420
Town of Hearst Hearst Power Distribution Office Rental (3 offices) MARKET BASED $13,380

Co. Ltd. (HPDC)
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Table 21 - Variances on Shared Services

2021 Cost of Service Inc
Exhibit 4 — Operating Expenses
December 11, 2020

Shared
Services
Name of Service Pricing Cost for | Cost for Cost for Cost Cost Cost Cost
the the Var the Var for the Var for the Var for the Var for the
Company Offered Methodology X . . L . R .
Service Service Service Service Service Service Service
From To 2015 2016 2017 2018 2019 2020 2021
$ $ $ $ $ $ $
VARIABLE
Street (COST BASED)
Hearst Power Lighting, - Actual
Distribution | Town of | Microfits & | employee cost | ¢34 g33 | ¢57409 | §3425 | $21,304 | -$6105 | $15016 | -$6287 | $21,306 | $6289 | $10,876 | -$10,430 | $14,000
Co. Ltd. Hearst Misc repair (included O/H)
(HPDC) and + equipment
maintenance and material
cost
VARIABLE
(COST BASED)
Hearst Power PUC Water meter - Actual
Distribution Water repair employee cost
Co. Ltd. (Town of | &maintenan | (included O/H) $4,706 $4,396 -$310 $2,548 -$1,848 $3,728 $1,180 $3,674 -$54 $1,712 -$1,962 $3,500
(HPDC) Hearst) ce + equipment
and material
cost
VARIABLE
Third party (COST AND
attachments MARKET
Hearst Power Hearst (Telecom) - BASED) -
Distribution | Connect |~ assistance Actual §0 | $61,126 | $61126 | $37,067 | -$23,150 | $43385 | $5419 | $7,124 | -$36261 | $4250
Co. Ltd. Corporati with employee cost
(HPDCQ) on (2017) overhead (included O/H)
outside + equipment
plant and material
cost
Hearst Power Hearst Third party MARKET
Distribution Connectv attachments BASED - Price 50 $0 $0 $0 50 $0 $0 $0
Co. Ltd. Corporati | (Telecom) - | per pole as per
(HPDCQ) on (2017) Pole Rental OEB regulation
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2021 Cost of Service Inc
Exhibit 4 — Operating Expenses
December 11, 2020

Salaries - FIXED (COST
Hearst . BASED) - As
Clerical
Power per
Town of Distributi (Town Intercorporate
Receptionist, . $38,040 | $38,687 $647 $39,460 $774 $40,210 $750 $40,934 $724 $41,712 $778 $42,337
Hearst on Co. . Service
Cashier,
Ltd. Payroll clerk Agreement-
(HPDC) yr " | based on
Janitor, etc)
actual cost
FIXED (COST
Hearst BASED) - As
Power 24 hr per
Town of Distributi | Emergency | Intercorporate | o> 45 | 25301 | §901 | $22487 | $165 | $22914 | $427 | $23,509 | $685 | $24.048 | $448 | $24,408
Hearst on Co. Answering Service
Ltd. service Agreement-
(HPDCQ) based on
actual cost
Hearst
Town of DiPsct):ivbeL:ti Office Rental FIXED
R (MARKET $13,380 | $13,608 $228 $13,880 $272 $14,143 $264 $14,398 $255 $14,672 $274 $14,892
Hearst on Co. (3 offices)
BASED)
Ltd.
(HPDC)
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Corporate Cost Allocation
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2021 Cost of Service Inc

Exhibit 4 — Operating Expenses
December 11, 2020

Name of Service Pricing Amt. Amt. Var Amt. Var Amt. Var Amt. Var Amt. Var Amt.
Company Offered Methodology Alloc. Alloc. Alloc. Alloc. Alloc. Alloc. Alloc.
From To
$ $ $ $ $ $ $
COST BASED -
Hearst Power PUC - 40% of HPDC
Distribution Water Billing Labor, billing supplies
Supplies and $60,476 | $64,136 $3,660 $66,918 $2,782 $67,164 $245 $67,800 $636 $69,495 | $1,695 $70,885
Co. Ltd. (Town of expenses and expenses
(HPDCQ) Hearst) charged to
PUC

A oW

Year over year variances is based solely on the amount of work that is requested and as indicated above,

costs are based on actual employee

costs including overhead, equipment, and materials. Also as indicated in the tables above, some relationships between the parties are set as

fixed and based on actual costs as determined in the agreement while others are based on the work done.
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December 11, 2020

4.6.1 NON-AFFILIATE SERVICES

HPDCL purchases equipment, materials, and services in a cost-effective manner with full
consideration given to price as well as product quality, the ability to deliver on time, reliability,
compliance with engineering specifications and quality of service. Vendors are screened to
ensure knowledge, reputation, and the capability to meet HPDCL's needs. The procurement of
goods and services for HPDCL is carried out with highest of ethical standards and consideration

to the public nature of the expenditures.
HPDCL's procurement policy reads as follows:
Procurement of Goods and/or Services

Where the required product or service can be specified, (and such goods are not stocked in the

central stores), it shall be acquired by Purchase Order.

Where it is estimated that the value of the goods and services, inclusive of all delivery charges,

will cost:

a) $0 to $99

The purchase can be approved by either the General Manager, the Lead hand or a Director. A

Purchase Order is necessary.
b) $100 to $1,999

At least two (2) quotations shall be obtained, where possible and practicable. Quotation may be

verbal. The purchase is to be approved by the General Manager. A Purchase Order is necessary.
c) $2,000 to $9,999
At least three (3) written quotations shall be obtained, where possible, using a formal Request

for Quotation where practicable or else, an informal Request for Quotation or some other
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December 11, 2020

method adapted to the particular circumstances. The purchase is to be approved by the General

Manager. A Purchase Order is necessary.
d) $10,000 to $49,999

The General Manager shall issue a Request for Quotation. If only one quotation is received,
HPDC may exercise its right to cancel the call for quotations. Quotations will be formally
opened in public in presence of at least one HPDC employee and one witness as designated.
Prices or terms of purchase may be disclosed except that copies of quotations and other
documents received form a prospective supplier shall remain confidential. A Purchase Order is

necessary
e) $50,000 and over

The General Manager shall issue a Call for Tender for all approved projects based on
defined requirements and tender documents shall be subject to prior approval of the
board of Directors. a. Tenders require a reply by a designated date and time, signed by
the General Manager, authorized to bind the Corporation. Any requested bid deposits,
security or bonds must be included with the submission. Replies are delivered directly to
the General Manager and are opened at a public meeting. If only one tender is received,
Hearst Power Distribution Co. Ltd. has the option of not opening the bid and closing the

call for tender.

b. Each sealed bid received in response to a formal bid request is reviewed to

determine whether a bid irregularity exists.

C. A report initiated by the issuing General Manager shall be prepared for the board

of Director’s consideration and approval.

d. Upon board of Director’s approval, a legally binding agreement is executed by
the General Manager, or under special and appropriate circumstances, a purchase order

is issued.
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4.6.2 ONE TIME COSTS

There is only one noteworthy one-time cost included in the Test Year that warrant an
explanation which is the costs associated with the Cost of Service application. In compliance
with policy and requirements, the costs are being amortized over a period of 5 years. Regulatory
Costs, which are explained in detail in the next section, include costs related to the Distribution
System Plan, third party accounting and interrogatory fees. These costs apply to the 2020 and
2021 Bridge & Test Year.

With the exception of Regulatory Costs, all other costs presented in the OM&A are considered

regular year over year expenses.

4.6.3 REGULATORY COSTS

The costs related to Cost of Service application include costs of having an Engineering firm
develop the Distribution System Plan, legal review, external accounting fees related to

populating the PILs model and reviewing balances in the deferral and variance accounts.

The regulatory costs proposed in this application does not include provisions for legal fees
related to an Oral Hearing. If the parties are unable to reach a full settlement, HPDCL reserves
the right to add Oral Hearing costs to the total OM&A for the test year. All regulatory costs
listed below are tracked in account 5655 — Regulatory Expenses. Costs directly associated with

the Cost of Service application are amortized over a period of 5 years (2021-2025).
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Table 22 - Regulatory Costs specific to the 2021 Cost of Service

AESI $36,000.00

Legal Fees $15,000.00

Accounting Fees $15,000.00

External Costs $0.00

External Costs $0.00

External Costs $0.00
Production & Submission $500.00
Public Notice $500.00
Interrogatories (Accounting/Legal) $0.00
Settlement/Oral hearing $0.00
Reply submission $0.00
Intervenor costs $25,000.00

Rate Order $0.00

Total Cost of Service Filing costs $92,000.00

The table above shows a breakdown of average costs for the Cost of Service. Table 23 — OEB
Appendix 2-M Regulatory Costs on the next page shows Appendix 2-M which details regulatory
costs for five historical years, bridge, and test year. The predicted regulatory costs of 92K are

amortized over 5 years resulting in an increase of $18,400 for 2021 .

In its 2010 Cost of Service, the OEB approved $306,064 / 4 or $76,516 per year. Regulatory Costs
for 2015 were approved at $52,300/year for 2015-2020. The 2015 regulatory costs included OEB
assessment, OEB Section 30 Costs, yearly fees to Tandem Energy Services, costs association with
the development of the DSP and intervener costs. HPDC notes that the costs of the 2015 DSP
($35,000) were also amortized over 2015-2020.
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14

Regulatory Cost Category

OEB Annual Assessment

OEB Section 30 Costs (Applicant-originated)
OEB Section 30 Costs (OEB-initiated)

Expert Witness costs for regulatory matters
Legal costs for regulatory matters
Consultants' costs for regulatory matters
Operating expenses associated with staff

resources allocated to regulatory matters

Operating expenses associated with other
resources allocated to regulatory matters

Other regulatory agency fees or assessments

Any other costs for regulatory matters
(please define)

Intervenor costs
Sub-total - Ongoing Costs
Sub-total - One-time Costs

Total

Table 23 - OEB Appendix 2-M Regulatory Costs

USoA USoA Ongoing or Last Rebasing Year 2016 2017
Account Account One-time Cost? Board Approved
Balance

On-Going $8,133  $12,547

On-Going $40,702  $34,492
One-Time $810

19,650

$48,834  $47,039
$810 $19,650
$49,644  $66,689
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$13,733

$32,125

$45,859

$0
$45,859

2019

$12,557

$32,177
$968

$44,734
$968
$45,702

2020

$12,438

$32,208

$44,646

$0
$44,646

2021

$13,000

$33,250
$18,400

$64,650
$0
$64,650
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HPDCL has included $2,000 of expense for the Low-Income Assistance Program (LEAP) under
Deductions Donation Expense (USoA #6205). This amount is based on the Board's
determination that the greater of 0.12% of a distributor’s Board-approved distribution revenue

requirement, or $2,000 should be included in the utility’s costs.

HPDCL has partnered with Cochrane District Social Services Administration Board to assist in
program intended to provide emergency relief to eligible low-income customers who may be

having trouble paying current arrears be our lead agency.
In compliance with OEB policy, HPDCL:

. Collects money from ratepayers for LEAP EFA in the amount approved by the OEB;

. Transfers program funds to Cochrane District Social Services Administration Board;
. Establish partnerships, contracts, and operational procedures with Lead Agencies.
. Receive, recording and taking appropriate action upon notification from an Intake

Agency (or Lead Agency as appropriate) that an assessment of eligibility is being
undertaken;

. Receive, recording and taking appropriate action upon notification from an Intake
Agency (or Lead Agency as appropriate) of decisions on applications;

. Confirm customer and account information used in determining program eligibility,

including information on payment history; and

HPDCL Reports to the OEB in accordance with OEB reporting requirements through filings
2.1.16.

HPDCL attests that the test year revenue requirement does not includes legacy low-income

energy assistance programs.
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4.8.2 DEPRECIATION RATES AND METHODOLOGY

In accordance with the July 17, 2012, letter from the Board on Regulatory accounting policy
direction regarding changes to depreciation expense and capitalization policies and as such,
HPDCL has adopted a range of the Kinetrics proposed useful lives and componentization on

January 1, 2013

Continuity Statements of the historical and forecasted depreciation expenses are presented on

the next page and are filed in Excel format along with this application.
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Book Values Service Lives Depreciation Expense
Net Depreciati |Depreciat Uepreciati
Opening Net Mat Assouiit of Opening Gross Amount of Average on ion Total on
Book Value of Existing Assets Book Value of Assets Remaining | Depreciation |Life of Assets|Dep E; E: E; Current | Expense
Existing Assets| Less Fully Before Polic Assets Less Fully Acquired |Current Year | Life of Assets | Rate Assets Acqui tion Rate | on Assets |on Assets on Year per Variance
Account|Description as at Date of |Depreciated ¥ Change to b: Acquired After | Depreciated * After Additi Existil Acquired After | After Policy | on New | Existing | Acquired | Current |Depreciati|Appendix 2/
Policy Change De, rzc'ale d Policy Change Policy Before Policy | Policy Change | Change * |Additions| Before After Year on BA Fixed
Wan.* prec: z Change to Change * Policy Policy | Additions | Expense Assets,
be Change Change ¥ Column J
3 b c=ab d e F=d-e 3 13 i=ih i k=1 1= cth m=FHj |n=g 0.5l o=l+mn P q=p-o
1611 [Computer Softw are (Formally known as Account 1925) $10,127] $10,127| $0 3.50 28.57% 0.00% $2.893! $0 $0 $2.893 $2,894 $
161 Land Rights (Formally known as Account 1306) $ $0 0.00% 0.00% $0 $0 $0 $0 $0
1805 |Land 3 30 0.00% 30| 30|
180 Buildings $ $0 0.00% 0
1810 |Leasehold Improvements $ $0 0.00% 0
1815 | Transformer Station Equipment >S0 kY 3 $0 0.00%) 0
1820 | Distribution Station Equipment <50 kV $0] $0| 0.00) 30 $0 $0
1825 | Storage Battery Equipment $0] $0| 0.00%) $0 30 30 $0|
1830 _|Poles, Towers & Fixtures $140,321 $140,321) $0] ¢ 110,558 33.81 45.00 2.22%, 30 $1.228 $5.379 $6,539
1835 | Overhead Conductors & Devices $163,156 $163,156) $0] 26,604 6.82 45.00 2.22%, $0 $296| $24.229 $19,675]
1840 | Underground Conduit $5,091] $5,091 $0) 16.67 0.00% $0 30 $287
184S |Underground Conductors & Devices $52,043 352,043| $0 2124 0.00% $ $0 $2.450 $2.278
1850 _|Line Transformers $82,168 $82,168) $0] ¢ 31837 2153 40.00 2.50% $393 $3.383 $3.641
1855 | Services (Overhead & Underground) $20,814 $20,814) $0 20.47 0.00% $1.017[ $1,015
1860 |Meters $32,377] $32,377) $0 32.63 0.00% $992 $9,467|
1860 | Meters (Smant Meters) $443,344) $443,344] $0 10.10 0.00% $43.915 $303,52
1305 |Land $7.600 $7.,600] $0 = 0.00% $0 0 $0 $
1308 | Buildings & Fixtures $186,662 $186,662| $0] ¢ 10,574 26.25 20.98 4.77% $0 $252 $7.363[ $6,034)
1310 [Leasehold Improvements $0] $0| 0.00%| 30 $0 30 $1,521 K
1315 | Office Furniture & Equipment (10 years) $4,260 $4,260) $0) 6.76 0.00% $0 $0 $630 $755| $125
1915 | Office Furniture & Equipment (S years) $0) $0 0.00% 30 $0
1320 | Computer Equipment - Hardware $13,286 $13,286] $0] ¢ 1440 373 5.00 20.00%| $ $144 $3.706 $4,852) $1.146
1320 | Computer Equip.-Hardw are(Post Mar. 22!04) | 3 $0 0.00%) 3 $ 3 $0
1320 | Computer Equip.-Hardw are(Post Mar. 13/07) 3 $0 0.00% $ $
1330 | Transportation Equipment $183,533 $183,53 $0 6.20 0.00% $ $ $34.2
1335 | Stores Equipment 3 $0 0.00%) 3
1340 | Tools, Shop & Garage Equipment $7.506 $7.501 $0] 7.353 7.06 5.00 20.00%| $0
1345 |Measurement & Testing Equipment $0] $0| 0.00%) $0
1350 |Power Operated Equipment $0] $0| 0.00%| 30
1955 | Communications Equipment $0) $0) 0.00% $0
1955 | Communication Equipment (Smart Meters) $0} $0 0.00% $0
1360 |Miscellaneous Equipment 3 $0) 0.00% 0
1370 |Load Management Controls Customer Premises 3 $0 0.00%
1375 |Load Management Controls Lltility Premises $ $0 0.00%
1380 | System Supervisor Equipment 3 $0 0.00%
1985 |Miscellaneous Fized Assets 3 $0 0.00%
1330 | Other Tangible Property $0] $0| 0.00%) 30
1335 | Contributions & Grants $0} $0 0.007 30
2005 | Property Under Finance Lease $—OI $0] 0.00] 30
Total $1.352.354] ¢ - $1,352.354] 3$0[ ¢ = $0| ¢ 188,426 $124.621] $0] X
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Table 25 - Depreciation Schedule 2016

2021 Cost of Service Inc
Exhibit 4 — Operating Expenses
December 11, 2020

Book Values Service Lives Depreciation Expense
Net D i | D iat [ D iati Depreciati
Opening Net Net Amount of Opening Gross Amount of Average on ion on Total on
Book Value of Existing Assets Book Value of Assets Remaining Depreciation [Life of Assets| D E: E: E: Current Expense
Existing Assets| Less Fully Before Polic: Assets Less Fully Acquired | Current Year| Life of Assets | Rate Assets Acquired |tion Rate| on Assets |on Assets on Year per Variance
Account|Description as at Date of |Depreciated * Ch v b, Acquired After | Depreciated * After Existit A ired After | After Policy | on New Existing | Acquired | Current |Depreciati|Appendix 2|
Policy Change D:r:z:ia‘:ede Policy Change Policy Before Policy | Policy Change | Change * |Additions| Before After Year on BA Fixed
Wan.* P & Change to Change * Policy Policy | Additions | Expense Assets,
be Change | Change d Column J
a c=a-b d e f=d-e g h i=1h i k= Wj 1=cth m=Hj |[n=g 0.5 o=lHm+n P q=p-0
1611 | Computer Softw are (Formally known as Account 1925) $7.234 $7.234) $0 $0) 2.50 40.00% 0.00%] $2.893 $0 30 $2.893 $2,834) $0
1612__|Land Rights [Formally known as Account 1306) $0 $0) $0 $0) 0.00% 0.00%] $0 $0 $0 $0 0 $0
1805 |Land $0 $0) $0 $0] 0.00% 0.00% $0 $0 $0 $0 0| $0)
1808 | Buildings $0 $0) $0 $0) 0.00% 0.00%] $0 $0 $0
1810 |Leasehold Improvements $0 $0) $0 $0) 0.00% 0.00% $0 $0 $0
1815 | Transformer Station Equipment >S50 kW $0 $0) $0[ $0] 0.00% 0.00%] $0 $0 $0
1820 | Distribution Station Equipment <50 kY $0 $0) $0] $0) 0.00% 0.00%] 30 $0 $0
1825 | Storage Battery Equipment $0 $0) $0 $0) 0.00% 0.00%] $0 $0 30
1830 |Poles, Towers & Fintures $136,170 $ 813 $135,351 $103,330 $103,330] § 63,251 33.72 2.37% 45.00 2.22%, $4.014] $2.430 $769
1835 | Overhead Conductors & Devices $139,222 3133,@] $26,308 $26,308 8,340 8.27 12.09% 45.00 2.22%| $16.835 $585 $39
1840 _|Underground Conduit $4,786 $4,786) $0] $0) 16.92 5.314 0.00%] $283 $0 $0
184S |Underground Conductors & Devices $43,533] $43,533 El $0) 22.33 4.47% 0.00%] $2.215| $0 $0
1850 _|Line Transformers $73,183[ ¢ 13 $73,170) $31.438 $314398] ¢ 9,880 21.55 3.63% 40.00 2.50%] 82,37_4' $787 $124
1855 | Services (Overhead & Underground) 818,Tﬂ| $13,797) $0 | 13.50 S.13% 0.00% $1.015 $0
1860 |Meters $31,385 $31,385] $0 3 4.20 23814 0.00%] $7.473| 3
1860 | Meters (Smart Meters) $399,423 $333,423 $0 3 .10 10.93% 0.00%] 343.31§_I $43.913 $43,914 $2
1305 |Land $7,600 $7.,600) $0 $ 0.00% 0.00% $0 $0 $0 $0
1308 | Buildings & Fixtures $173,551 $179,55 $10,322 $10.322] ¢ 24,635 25.23 3.95% 20.00 5.00%] $7.100 $516 $616 $8.232 $8,232) $0
1310 |LeaseholdImprovements $0 $0) $0 $0) 0.00% 0.00%] $0 sof $0 $0
1315 | Office Furniture & Equipment (10 years) $3,630 $3,630) $0 $0] 713 13.31% 0.00%] 30 $505 $505 $0
1915 __| Office Furniture & Equipment (5 years) 30 30) s_ﬁ' sj' 0.00% 0.00%] 3 xi[ $0
1320 | Computer Equipment - Hardw are $3,724 $3,724) $1,236 $1,236) 3.08 32.47% 5.00 20.00%| $ $3.416 $3,478)| $2
1320 | Computer Equip.-Hardw are(Post Mar. 22104) $0 $0) $0 $0) 0.00% 0.00%] $ sof” $0 $0
1320 | Computer Equip.-Hardw are(Post Mar. 19/07) $0 $0) $0 $0) 0.00% 0.00%] $ $0 $0 $0
1330 | Transportation Equipment $153,986 $153,386 $0 $0) 5.20 13.23% 0.00%] $0| $29.613 $23,533 -$14
1335 | Stores Equipment $0 $0) $0 $0) 0.00% 0.00%] $0 $0 $0
1340 | Tools, Shop & Garage Equipment $6,443 $6,443 $6.,618 $6,618] 5,467 5.67 17.64% 10.00 10.00% $27 $2.071 $2,07.
1345 |Measurement & Testing Equipment $0 $0 $0 $ 0.007 0.00% $ $0
1350 |Power Operated Equipment $0 $0 0 $ 0.00% 0.00%] 3 $0
1355 | Communications Equipment $0 $0 0 3 0.00% 0.00%] $ sof”
1355  |Communication Equipment (Smart Meters) $0| $0| 0| $0 0.00% 0.00% $
1360 |Miscellaneous Equipment $0| $0| $0| 30| 0.00%% 0.00~ 30
13970 _|Load Management Controls Customer Premises $0 $0) $0 $0) 0.00% 0.00%] $0
1375 _|Load Management Controls Uty Premises 30) 30) sjl 0] 0.00% 0.00% 3
1380 | System Supervisor Equipment $0 $0) $0 $ 0.00% 0.00%] $
1385 |Miscellaneous Fixed Assets $0 $0) 0 $ 0.00% 0.00%] $
1330 | Other Tangible Property $0 $0) 0 $ 0.00% 0.00%] $
1335 | Contributions & Grants $0 $0 0 $0 0.00% 0.00%
2005 _|Propenty Under Finance Lease $0 $0) $0 30| 0.00% 0.00%]
Total $1,227,733] 832 $1.226.901] $185.372[ ¢ = $185.372] $ 118.173 $123,025]  $5.239
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Table 26 - Depreciation Schedule 2017

2021 Cost of Service Inc
Exhibit 4 — Operating Expenses
December 11, 2020

Book Values

Service Lives

Depreciation Expense
-5 —TT, —

Net L] Depreciati
Opening Net et Roantof Opening Gross Amount of Average on ion on Total on
Book Value of Existing Assets Book Value of Assets Remaining Depreciation |Life of Assets| D E: E: E Current Expense
Existing Assets| Less Fully Before Polic: Assets Less Fully Acquired | Current Year | Life of Assets | Rate Assets Acquired |tion Rate| on Assets |on Assets on Year per Variance *
Account|Description as at Date of |Depreciated * Ch X b: Acquired After | Depreciated * After Addi Existi Acquired After | After Policy | on New Existing | Acquired | Current |Depreciati|Appendix 2:
Policy Change = ange o 3y | Policy Change Policy Before Policy | Policy Change | Change * |Additions| Before After Year on BA Fixed
Wan. 7' epreciate : Change to Change * Policy | Policy |Additions | Expense | Assets,
be Change | Change d Column J
a b c=ab d e f=d-e g h i=1th i k=1 I=cth m=Ffj [n=g0.5lio=lmn q=p-o
1611 __[Computer Softw are (Formally known as Account 1325) $4,340) $4,340) $0 $0] ¢ 1116 250 40.007 5.00 20.00%| $1.736) 30 $112 $1.848 $1,846 -$1
1612__[Land Rights [Formally known as Account 1306) | $0) $0 $0) 0.00% 0.00% $0 $0 $0 $0 $0 $0
1805 |Land 3 3 $0 $0) 0.00% 0.00% $0 30 $ $0 $0 30
1808 | Buildings $ 3 $0 $0) 0.00% 0.00% $
1810 [Leaset $ $ $0 $0) 0.00% 0.00% $
1815 [ Transformer Station Equipment >S50 kV 3 3 $0| $0| 0.00% 0.00 $0
1820  |Distribution Station Equipment <S0 kY $ 30 $0| $0| 0.00% 0.00
1825 | Storage Battery Equipment $0| 30| $0| $0) 0.00% 0.00%)
__ 1830 |Poles, Towers &Fixtures $131.337] ¢ 2,474 $128,863) $175,382] $175382] ¢ 101,232 3103 3.22 45.00 2.22%. $1,125
1835 | Overhead Conductors & Devices $122,388| ¢ m $122,217] $34.,564 $34.564] $ 24,843 7.04 14.207 45.00 2.22% $2
1840 |Underground Conduit $4.,503 $4,503] 0 $0) 14.72 6.73% 0.00%
1845 |Underground Conductors & Devices $47.378 $47,378] 0| $0] ¢ 706 20.60 4.85% 40.00 2.50%
1850 _|Line Transformers $76,297| ¢ 1851 $74.446) $40,467 $40,467) ¢ 34,314 25.07 3.99% 40.00 2.50% 34
1855 | Serices (Overhead & Underground) $18.762 $18,782] $0 $0] ¢ 1468 18.51 5.40% 25.00 4.00% $23
1860 |Meters $23.912 $23,312] $0 $0) 313 31.35% 0.00%
1860 |Meters (Smart Meters) $355,517] $355,517) $0 $0) 810 12.35% 0.007 3
1905 |Land s?,@l s7.60_3| 30 30) 0.00% 0.00% 3
1308 | Buildings & Fistures $172.,451 $172,451) $33,825] 833,32__5| 24.10 4.15% 20.00 5.00% S7,15§I $1.691 $
1310 [Leasehold Improvements $0| 30| $0| $0| 0.00% 0.00% $0 30 $
1315__|Office Furniture & Equipment (10 years) $3,125) $3.125] $0 $0) 6.13 16.16% 0.00% 30 $
1315 [Office Furniture & Equipment (5 years) $0| 30| $0| $0| 0.004 0.00 30 $
1920 | Computer Equipment - Hardw are $6,567) $6.,567] $1,037) $1037 ¢ 1363 2.05 48.78% 5.00 20.00%| $207 $13
1320 | Computer Equip.-Hardw are(Post Mar. 22/04) 3 3 $0| $0 0.00% 0.007 3 $
1320 | Computer Equip.-Hardw are(Post Mar. 13/07) 3 3 $0| $0) 0.00% 0.00% $ $
1330 | Transportation Equipment $124,374 $124,374 $0 $0) 4.20 23814 0.00% $
1335 | Stores Equipment $0 3 $0| $0| 0.00% 0.00) $
1340 | Tools, Shop & Garage Equipment $5,307) $5,307] $11,150 $1,150] $ 1,850 134 74.63% 10.00 10.00% $1.115 $
1345 |Measurement & Testing Equipment $0 $0) $0 $0) 0.00% 0.00% $0
1950 _|Power Operated Equipment 30| $0) $0 $0) 0.00% 0.00% 30
1355 |Communications Equipment 3 3 $0 $0) .00 0.007 3
1355 | Communication Equipment [(Smart Meters) 3 3 $0| $0) .00 0.00% $
1360 | Miscellaneous Equipment $ 3 $0 $0) .00 0.00% $
1370 |Load Management Controls Customer Premises 3 3 $0| $0| .00 0.00) $
1375 |Load Management Controls Utility Premises $0| $0] $0| $0| 0.00% 0.00 30
1380 | System Supervisor Equipment $0 $0) $0 $0) 0.00% 0.00% $0
1985 |Miscellaneous Fixed Assets 3 $0) $0 $0) 0.00% 0.00% 30
1330 | Other Tangible Property 3 30| 30 30 0.00% 0.007 30
1335 | Contributions & Grants $ $0) $0 $0) 0.00% 0.00% $0
2005 _|Property Under Finance Lease 30] 30} 30| $0) 0.00% 0.00% $0
Total $1,103.877] $ 4,436 $1,099.381] $296.425] $ - $296.425] $ 166.898 $125,663] _ $8.691 $2.208] $136,562] $134.256]
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Table 27 - Depreciation Schedule 2018

2021 Cost of Service Inc
Exhibit 4 — Operating Expenses
December 11, 2020

Book Values Service Lives Depreciation Expense
Net D i [ D iat [ D iati Depreciati
Opening Net Net Amount of Opening Gross Amount of Average on ion on Total on
Book Value of o Book Value of Assets Remaining Depreciation |Life of Assets|Deprecia| Expense | Expense | Expense | Current Expense
e Existing Assets % . < 2
Existing Assets| Less Fully Before Polic: Assets Less Fully Acquired |Current Year | Life of Assets | Rate Assets Acquil tion Rate | on Assets (on Assets on Year per Variance
Account|Description as at Date of |Depreciated * Chanadis b: Acquired After | Depreciated * After Additi Exi: A ired After | After Policy | on New | Existing | Acquired | Current |Depreciati|Appendix 2;
Policy Change D. ool d Policy Change Policy Before Policy | Policy Change | Change * |Additions| Before After Year on BA Fixed
Wan. N* PesoIate; 2 Change to Change * Policy Policy | Additions | Expense Assets,
be Change | Change hd Column J
a b c=ab d e f=d-e g h i=1h i k=1 1= cth m=Hj [n=g"0.5li| o= +m+n
1611 | Computer Softw are (Formally known as Account 1325) $2,604 $2,604) $1,004 $1,004 148 67.48% 5.00 20.00%] $1.757 $201| $0 $1.958
1612 [Land Rights [Formally known as Account 1906) $0 30| $0| 30} 0.00 $0 30 $0 $0
1805 |Land $0 $0) $0 $0) 0.00% $0 $0 $0 $0
1808 | Buildings $0 $0) $0 $0) 0.00% $0 $0 $0 $0
1810 [Leasehold Improvements Sq $0) $0 $0) 0.00% $0 $0 $0 $0
1815__ [ Transformer Station Equipment > SO kY $0 $0) $0 $0) 0.00% 0
1820 | Distribution Station Equipment <50 kV $0| 30} $0| $0| 0,007 of
1825 | Storage Battery Equipment 30| $0] $0| $0] 0.00 0
1830 |Poles, Towers & Fistures $124.711] ¢ 314 $124,336| $271,591 $271591 ¢ 100,286 28.24 45.00 2.22%. $11,555
1835 __|Overhead Conductors & Devices $104,856 $104,856] $58,363 $58,369] ¢ 22,176 13.45 45.00 2.227, $9.340
1840 [Underground Conduit $4,137 $4.137 $0 $0) 12.55 0.00% $334
1845 [Underground Conductors & Devices $45,078 $45,078) $637) $637| ¢ 483 2115 40.00 2.50% $2.155
1850 _|Line Transformers $71476| $ 13 $71457] $73.341 $73.341 ¢ 17,030 2251 40.00 2.50% $5.221
1855 | Services (Overhead & Underground) $17,767) $1.438] $1438] ¢ 13,743 17.43 25.00 4.00% $1.348
1360 |Meters $16.416} $0| $0) 213 0.00% $7.481
1860 [Meters (Smart Meters) $311,626) $0 $0] ¢ 24,423 710 15.00 6.67/ 844,71@F $44.,723 -$1
1305 [Land 87,800' $0 $0) 0.00% $0 $0 $0
1308 | Buildings & Fistures ¥ $165,236) $32,134 $32,134] 16,732 28.37 20.00 5.00% $7.731] $7.731 $0
1310 |Leasehold Improvements 0| $0| $0| $0] 0.00%
1315 | Office Furniture & Equipment (10 years) $2,620 $2,620) $0 $0] ¢ 13,288 6.03 10.00 10.00
1315 [Office Furniture & Equipment (S years) $0 $0} $0| $0} 0.007
1320 | Computer Equipment - Hardw are $3.364 $3,364) $2,056 $2,056] 130 5.00 20.00%]
1320 _|Computer Equip.-Hardw are(Post Mar. 22104) $0 $0) 0| $0) 0.00%
1320 | Computer Equip.-Hardw are(Post Mar. 13/07) $0 $0) $0 $0) 0.00%
1330__|Transpontation Equipment $34.761] ¢ 2,820 $31,34 0| $0] $ 61,484 5.00 5.00 20.00%]  $18.397| $0 $6.148 $24,54§F
1335 [ Stores Equipment $0 $0) $0 $0) 0.00% $0 $0 $0 $0
1340 [Tools, Shop & Garage Equipment $1,346 $1,348] $11,733] $1.7393] ¢ 2,433 2.05 10.00 10.00% $656 $1.179 $125 $1,961
1345 |Measurement & Testing Equipment $0 $0) $0 $0) .00 $0 $0 $0 ﬂi
1350 _|Power Operated Equipment $0 $0) $0 $0) .00 $0 $0 $0
1355  |Communications Equipment SIJ] $0] $0| $0] 0.00 tﬁl $0 30
1355  |Communication Equipment (Smart Meters) $0| $0] $0| $0] 0.00 30 $0 30
1360 | Miscellaneous Equipment $0 $0) $0 $0) 0.00% $0 $0 $0
1970 [Load Management Controls Customer Premises $0 $0) $0 $0) 0.00% $0 $0 $0
1375 [Load Management Controls Utility Premises $ $0) $0 $0) 0.00% $0 $0 $0
133 System Supervisor Equipment 3 $0] $0| $0] 0.00 $0 $0 30
1985 |Miscellaneous Fized Assets $ 30} $0| $0} 0.007 30 30 30
1330 | Other Tangible Property $0 $0) $0 $0) 0.00% $0 $0 $0
13395 | Contibutions & Grants $0 $0) $0 $0) 0.00% 30 $0 $0
2005 |Property Under Finance Lease $0 30} 30| $0) 0.00% $0 $0 $0
Total $973.718] $ 3.153 $970.565 $452.424| $ - $452.424] $ 278,156 $99.782] $12.633] _$10.325
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Table 28 - Depreciation Schedule 2019

2021 Cost of Service Inc
Exhibit 4 — Operating Expenses
December 11, 2020

Book Values

Service Lives

Depreciation Expense
-5, —TT —

Net Dep P P Depreciati
Opening Net a e — Opening Gross Amount of Average on ion on Total on
Book Value of Existing Assets Book Value of Assets Remaining | Depreciation |Life of Assets|Dep E E Expense | Curmrent | Expense
Existing Assets | Less Fully Before Polic Assets Less Fully Acquired |Current Year | Life of Assets | Rate Assets Acquired |tion Rate| on Assets |on Assets on Year per Vaiisnos'®
Account|Description as at Date of |Depreciated ¥ Change to h: Acquired After | Depreciated * After Additi Existi A d After | After Policy | on New Existing | Acquired | Current |Depreciati|Appendix 2!
Policy Change D - iated Policy Change Policy Before Policy | Policy Change | Change * |Additions| Before After Year on BA Fixed
Wan. 1! eprectare : Change to Change * Policy | Policy | Additions | Expense | Assets,
be Change | Change . Column J
a b c=a-b d e f=d-e g h i=1h i k=1 I1=cth m=FHji |[n=g"0.5] o=lm+n P = p-0

1611 [ Computer Softw are [Formally known as Account 1325) $847] $847) $804/ $804] 100 100.00% 233 33.46%| $847 $269 $0 $1.116 $1,091 -$25

1612__[Land Rights (Formally known as Account 1306) $0| $0) $0 $0) 0.00% 0.00% $0 30 $0 $0 $0 30|

805 |Land 0] 50 $0[ 0 0.00% 0.00% $0 $0|

1808 | Buildings 3 3 $0| $0) .00 0.00% 30

1810 [Leasehold Improvements $ $ $0 $0) .00 0.00%

1815__[Transformer Station Equipment >S50 kV $ 3 $0 $0) .00 0.00%

1820 | Distribution Station Equipment <50 kV 3 3 $0| $0| .00 0.00

1825 | Storage Battery Equipment $0| $0] $0| $0| 0.00% 0.00

1830 |Poles, Towers & Fixtures $113,991] ¢ 33 $119,358) $364,728) $364.728] ¢ 91,128 25.32 3.95% 45.00 2.22%.

1835 | Overhead Conductors & Devices $97.060 g $73,002 $73,002] ¢ 4,802 19.2: 5.20% 45.00 2.22%.

1840 |Underground Conduit $3.862, X $0 $0) 10.4: .59% 0.00%

1845 |Underground Conductors & Devices $42,347 . $1,163] $1,163] 13.1 .227. 40.00 0%

1850 _|Line Transformers $68,283 8 $88,324 $88,324] ¢ 13,303 13.86 .04 40.00 0%

1855 | Services [Overhead & Underground) $16,751) $14,843] 636 $14,153] ¢ 13,345 16.30 6.13% 25.00 .00%]

1860 |Meters $8,935) $0 $0| 8.85 1.30% 0.00%

1860 |Meters (Smart Meters) $267.710 $23 615 $23,615] 6.03 16.42% 15.00 B.67%

1905 |Land $7.600, $0| $0) 0.00% 0.00%

1308 | Buildings & Fistures $153,530] $46,841 $46,841 25.62 .90 20.00 5.00%

1310 [Leasehold Improvements S_Di $0 $0) .00 0.00%

1315 |Office Furniture & Equipment (10 years) $2.,130| $18,324 $18,324] 4.18 24.027. 10.00 10.00%

1315 [Office Furniture & Equipment (5 years) _$QI $0| $0| .00 0.00

1320 | Computer Equipment - Hardw are $782] $1645] $1645 ¢ 7.346 1.00 100.00% 345 28.99%|

1920 | Computer Equip.-Hardw are(Post Mar. 22/104) $_IJ| $0] $0] 0.00% 0.00%

1320 | Computer Equip.-Hardw are(Post Mar. 13/07) $0 $0| SUl 0.00% 0.00%

1330 | Transportation Equipment $73,544] $55,336 $55,336] ¢ 3.454 8.56 1.68% 5.00 20.00%]

1335 | Stores Equipment $0 $0 $0) 0.00% 0.00%

1340 | Tools, Shop & Garage Equipment $630] $12,387 $12,387] ¢ 45,453 0.31 -313.59% 10.00 10.00%

1345 |Measurement & Testing Equipment $0| $0| $0) 0.00% 0.00

1350 |Power Operated Equipment $0| $0| $0| 0.00% 0.00

1955 | Communications Equipment $0 $0 $0) 0.00% 0.00%

1955 | Communication Equipment (Smart Meters) 0] $0) $0) .00% 0.00%]

1360 |Miscellaneous Equipment $ $0 $0 .00 0.00%

1370 _|Load Management Controls Customer Premises $ $0 $0 .00 0.00%

1375 |Load Mar Controls Utility P $ $0 $0 .00 0.00%

1380 | System Supervisor Equipment $ $0| $0| $0 0.00% 0.00

1985 |Miscellaneous Fived Assets $0 $0} $0| $0 0.00% 0.007

1390 | Other Tangible Property $0 $0) $0 $0) 0.00% 0.00%

1395 | Contributions & Grants $0 $0) $0 $0) 0.00% 0.00%

2005 _|Property Under Finance Lease 30| 30| $0 $0) 0.00% 0.00%

Total $870.783| ¢ a1 $870.741] $707.616] $ 696 | $706.920] $ 179.444 $76.609] $31.524
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Table 29 - Depreciation Schedule 2020

2021 Cost of Service Inc
Exhibit 4 — Operating Expenses
December 11, 2020

Book Yalues Service Lives Depreciation Expense
Net D i [D iat [D iati Depreciati
Opening Net WavAsooitof Opening Gross Amount of Average on ion on Total on
Book Value of Existing Assets Book Value of Assets Remaining Depreciation |Life of Assets|D E E E: Current Expense
Existing Assets | Less Fully Before Polic: Assets Less Fully Acquired | Current Year | Life of Assets | Rate Assets Acquired [tion Rate| on Assets [on Assets on Year per Variance
Account|Description as at Date of |Depreciated ¥ Ch p b: Acquired After | Depreciated * After Addi Existi Acquired After | After Policy | on New Existing | Acquired | Current |Depreciati|Appendix 2!
Policy Change o mge. 3 | Policy Change Policy Before Policy | Policy Change | Change * |Additions| Before After Year on BA Fixed
Wan. * preciste : Change to Change * Policy Policy | Additions | Expense Assets,
be Change | Change i Column J
a b c=ab d e f=d-e ] h i=ih i k=14 1= cth m=Hj |n=g0.50| o= Fm*n p q=p-o
1611 [Computer Softw are (Formally known as Account 1925) $0 $535] 3535 0.00% 2.40 4167/ 30 $223 3 $223 $22: 30
1612 [Land Rights (Formally known as Account 1306) $0 0 $0 0.00% 0.00% 30 $0 $
1805 |Land $0 $0 $0 0.00% 0.00% $0 $0 $
1808 | Buildings $0 0 $0 0.00% 0.00% $0 $0 $0
1810 [Leaseholdl: . $0 $0 $0) 0.00% 0.00% $0| $0 $0
1815__ | Transformer Station Equipment >S50 kW $0 $0 $0) 0.00% 0.00% $0 $0 $0
1820 | Distribution Station Equipment <S50 kV $0[ $0 $0) 0.00% 0.00% 30 30 30
1825 | Storage Battery Equipment $0 $0 $0) 0.00% 0.00% 30 $0 30
1830 |Poles, Towers & Fistures $115,220 $446,740 $446,740] ¢ 110,000 23.63 4.23% 45.00 2.22% $4.875| $9.928 $1.222 .
1835 | Overhead Conductors & Devices $92,013 81,995 $61,335] 5,000 1.33 8.34% 45.00 2.22% $7.677 $1.822 $56 $9.555| $3,555[ $0
1840 |Underground Conduit $3,492 $0 $0) 10.96 9.56% 0.00% $334 $0 $0 $334 sag] $0
1845 |Underground Conductors & Devices $40,705] $1,134 $1,134] 19.14 5.23% 40.00 2.50% $2,127 $28 30 32,1£_5_r $2,155] $0
1850 __|Line Transformers $64,837 $33,851 $33,851 ¢ 25,000 13.1 5.22% 40.00 2,507 $3.384| $2.496 $313 $6.193 $6,133] $0
1855 | Services (Overhead & Underground) $15,724 $26,664 $26,664] $ 2,500 18.1 5.50% 25.00 4.00% $865|  $1.067 $50 $1.981 3. ,12‘ $161
1860 |Meters $7.925 $0 $0) .0E 94.40% 0.00% 87.481' $0 $0 $7.481 $7.481 -$1|
1860 | Meters (Smart Meters) $223,741 $22,040 $22,040] ¢ 5,000 .1 13.41% 15.00 6.674] $43.426 $1.469 $167| $45.062] $45,062 QQI
1305 |Land $7.600 30 $0) 0.00% 0.00% so| $0 $0
1308 _|Buildings & Fixtures $153,361 $44,433] $44.433] § 25,000 25.01 4.00% 20.00 5.00% $625
1910 [Leasehold Improvements $0[ $0 $0) 0.00% 0.00% $0
1315 [Office Furniture & Equipment (10 years) $1664 $16,491 $16.431] ¢ 2,500 318 3165% 10.00 10.00% $125
1315 [Office Furniture & Equipment (S years) $0 $0 $0) 0.00% 0.00% $0
1320 | Computer Equipment - Hardw are $0 $7,449| $7,449] - 0.00% 4.00 25.00%] $0
1320  |Computer Equip.-Hardw are(Post Mar. 22!/04) $0| $0| $0| 0.00 0.00 30
1920 | Computer Equip.-Hardw are(Post Mar. 13/07) $0 $0 $0) 0.00% 0.00% $0
1330 | Transportation Equipment $64,956 $47.377 $47,377] 4.12 24.27% 5.00 20.00% 30
1335 | Stores Equipment $0 $0 $0) 0.00% 0.00% $0
1340 |Tools, Shop & Garage Equipment $2,835 $54.875 $54,875] $ 5,000 228 43.86% 10.00 10.00% $250
1345 |Measurement & Testing Equipment $0 $0 $0) 0.00% 0.00% $0
1350  [Power Operated Equipment $0| $0| $0| 0.00% 0.00% 30
1355 |[Communications Equipment $0| $0| $0| 0.00 0.00 30
1955 | Communication Equipment (Smart Meters) $0 $0 $0) 0.00% 0.00% 30
1360 |Miscellaneous Equipment $0 $0 $0) 0.00% 0.00% $0
1370 _|Load Management Controls Customer Premises $0 $0 $0) 0.00% 0.00% $
1375  |Load Management Controls Ltility Premises $0| $0| $0| 0.00% 0.00 $
1380 | System Supervisor Equipment $0| $0| $0| 0.00% 0.00 $
1985 |Miscellaneous Fized Assets $0 $0 $0 0.00% 0.00% 30
1390 | Other Tangible Property $0 $0 $0) 0.00% 0.00% 30
1335 | Contiibutions & Grants $0 $0 $0) 0.00% 0.00% 30
2005 _|Property Under Finance Lease $0 30} $0 $0) 0.00% 0.00% $0
Total $794.133] ¢ - $794.133] $843.650] $ = $849.650] $ 180,000 $93.864] $37.732] $2.807
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Book Values Service Lives Depreciation Expense
Net Depreciati [Depreciat | Depreciati Depreciati
Opening Net Met Aamownt of Opening Gross Amount of Average on ion on Total on
Book Value of Extiitng Aasats Book Value of Assets Remaining | Depreciation |Life of Assets|Dep E: E E Current | Expense
Existing Assets | Less Fully Befm: Polic Assets Less Fully Acquired | Current Year | Life of Assets | Rate Assets Acquired |tion Rate| on Assets |on Assets on Year per Variance
Account|Description as at Date of |Depreciated ¥ Ch i Acquired After | Depreciated * After Additi Exi: A ired After | After Policy | on New Existing | Acquired | Current |Depreciati|Appendix 2; g
- ange to be > - 4 by < | adadi "
Policy Change D iated Policy Change Policy Before Policy | Policy Change Change Before After Year on BA Fixed
Wan. N* epreciate 2 Change to Change ? Policy Policy | Additions | Expense Assets,
be Change | Change » Column J
a c=a-b d e f=d-e g h i=1Nh i k = Wj 1=cth m=Hj [n=g 0.5 o=lm+n p q=p-0
1611 [Computer Softw are (Formally known as Account 1925) $0) $312 $312] 140 71437 $0 $223 $0 $223 $220] -$3
1612 [Land Rights (Formally known as Account 13906) $0| $0| 0.00%| $0 $0 $0 $0 $0| $0
1805 |Land $0) $0) 0.00%] $0 $0 $0 $0 $0 $0
1808 | Buildings $0) $0) 0.00% $0| $0 $0 $0 $0 $0
1810 [Leaseholdl: $0) $0) 0.00% $0 $0 $0 $0 $0 $0
1815__ | Transformer Station Equipment >S50 kW $0) $0 0.00%) $0 30 30 $0 $0 30
1820 | Distribution Station Equipment <50 kY $0) $0) 0.00% 30 $0 $0 $0 $0 $0
1825 | Storage Battery Equipment $0) $0) 0.00% $0 $0 $0 $0 $0 $0
1830 |Poles, Towers & Fistures $110,345| $435530] ¢ 100,000 2118 45.00 2.22%] $5.210] $9.680 $1Ln $16.000 -$1
1835 | Overhead Conductors & Devices $84,336 $80117) ¢ 5,000 16.33 45.00 2.22%] t5,161| $1.780 $56 $7.000 $0
1840 _|Underground Conduit $3,15__8] $0 8.54 0.00% $370 $0 $0 $370] $1|
1845 |Underground Conductors & Devices $38,578 1,105 13.56 40.00 2.507) $1.972| $28 30 $2,000 $0
1850 _|Line Transformers $61,453) $37.043] ¢ 15,000 15.63 40.00 2.50% $3.917| $2.426 $188 X $6.530 $0
1855 | Services (Overhead & Underground) $14,859) $25548] ¢ 2,500 16.01 25.00 4.00%] $928 $1.022 $50 $2.,000 30
1860 | Meters $444) $0 4.44 0.00%) $100' 30 3 $100|
1860 | Meters (Smant Meters) $180‘315| $20,404) 4.05 15.00 B.674 $
1305 |Land 37,520_' $7,600] 30 0.00% 3
1308 | Buildings & Fintures $147.223 $147,223| $41,649 2128 20.00 5.00% $
1310 [Leaseholdl: $0 $0) $0) 0.00% $0
1915 |Office Furniture & Equipment (10 years) $1,137 $1,137] $14.717) 0.93 10.00 10.00% $0
1915 | Office Furniture & Equipment (S years) $0 $0) $0 0.00% $0
1320 | Computer Equipment - Hardw are $0 $0 $5,587] 5.00 20.00%| $
1320 | Computer Equip.-Hardw are(Post Mar. 22/04) $0 $0 $0) 0.00% $
1320 | Computer Equip.-Hardw are(Post Mar. 13/07) 30| $0 $0) 0.00% $
1330__| Transportation Equipment $43,130 $43,130 $37,902] $__ 265,000 4.08 5.00 20.00%| $26.500
1335 | Stores Equipment $0| $0| $0| 0.00%) 30
1340 |Tools, Shop & Garage Equipment $1625) $1,625] $43,137) 10.00 10.00%% 30
1345 |Measurement & Testing Equipment $0 $0) $0) 0.00% $0
1350 | Power Operated Equipment $0 $0) $0 0.00%) 30
1355 | Communications Equipment $0 $0) $0 0.00% $
1355 | Communication Equipment (Smart Meters) $0 $0) $0 0.00% $
1360 _|Miscellaneous Equipment $0 $0) $0 0.00% $
1370 |Load Management Controls Customer Premises $0 $0] $ 0.00% $
1375 |Load Management Controls Utility Premises $0| $0| 30| $0| 0.00% 30
1380 | System Supervisor Equipment $0 $0) $0 $0) 0.00% $0
1385 | Miscellaneous Fixed Assets $0 $0) 30| $0) 0.00% $0
1390 [ Other Tangible Property $0) 3$0) $0] $0) 0.00% $0
1335 | Contributions & Grants $0 $0) $0 $0) 0.00% $0
2005 |Property Under Finance Lease $0 $0] 30| $0) 0.00%| $0
Total $700.263] $ $700,263] $809.111] $ - $809.111] $ 387,500 $82.387] $33.684] $27.904
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4.8.3 DEPRECIATION EXPENSE ASSOCIATED WITH RETIREMENT OBLIGATION

HPDCL does not have any asset retirement obligations (AROs) or any associated depreciation or

accretion expenses related to an asset retirement obligation.

4.8.4 ADOPTION OF THE HALF YEAR RULE

HPDCL confirms that it has applied the half-year rule for the purposes of computing the net
book value of Property, Plant and Equipment and General Plant to include in rate base. Under
the half-year rule acquisitions and investments made during the year are amortized assuming

they entered service at the mid-point of the year.

4.8.5 DEPRECIATION AND CAPITALIZATION POLICY

HPDCL's Depreciation rates and Capitalization Policy are presented below and also presented in
Exhibit 2.

Capitalization Policy

HPDCL's capitalization policy has not changed since its last Cost of Service in 2015 other than it
now records capital assets at cost in accordance with MIFRS accounting principles as well as

guidelines set out by the Ontario Energy Board, where applicable.

All expenditures by the Corporation are classified as either capital or operating expenditures.
The intention of these classifications is to allocate costs across accounting periods in a manner
that appropriately matches those costs with the related current and future economic benefits.
The amount to be capitalized is the cost to acquire or construct a capital asset, including any
ancillary costs incurred to place a capital asset into its intended state of operation. HPDCL does

not currently capitalize interest on funds used for construction.

HPDCL's adherence to the capitalization policy can be described as follows:

CAPITALIZATION POLICY UNDER IFRS
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The Cost of an item of property, plant and equipment (PP&E) is recognized as an asset if and
only if:

a) Itis probable that future economic benefits will flow to the company; and
b) The cost of the item can be measured reliably

The cost of an item of PP&E includes any costs that are directly attributable to bringing the asset
to the location and condition necessary for it to be capable of operating the manner intended

by management. All costs shall be documented, recorded historically, including methods and
sources used to establish any estimated costs.

Certain costs are explicitly prohibited from inclusion as costs of an item of PP&E:

a) Costs of opening a new facility;

b) Costs of introducing a new product or service (including advertising and promotion);

c) Costs of conducting business in a new location or with a new class of customer (including
costs of staff training)

d) Administration and other general overhead costs; and

e) Day-to-day servicing costs.

IAS 16 does not indicate what constitutes an item of PP&E. Judgment is required when applying
the core principle.

Directly attributable

The term “directly attributable” is not defined in IAS 16. The specific facts and circumstances
surrounding the cost and the ability to demonstrate that the cost is directly attributable to an
item of PP&E is critical to establishing whether the cost should be capitalized. The cost must be
attributed to a specific item of PP&E at the time it is incurred. The incurrence of that cost
should aid directly in the construction effort making the asset more capable of being used than
if the cost had not been incurred.

General Policy for Capitalization and Depreciation

Hearst Power Distribution capital assets, and their designated service life, should be categorized
as follow:
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AR USoA Account Description Service life
Number

1830 Poles, Towers & Fixtures 45
1835 OH Conductor and devices 45
1850 Line Transformers 40
1845 UG conductor and devices 40
1840 UG Conduit and Foundations 50
1860 Meters 15
1860 Smart meters 15
1905 Land N/A
1908 Building

1908 Building - Structure 70
1908 Building Qutside / Fence 30
1908 Interior 20
1908 Roof 25
1915 Office Furniture / Equipment 10
1920 Computer Equipment 5
1930 Vehicles

1930 Boom Truck and Heawy trucks 10
1930 Trailers 10
1930 Pick up 5
1935 Store Equipment 10
1940 Tools, Shop and Garage equipment 10
1955 Communication Equipment 10

In addition to the direct cost, Hearst Power Distribution applies the labour and vehicle burdens

for these direct costs. These burden costs are described further below. The minimum threshold

for capitalizing is 1,000% for all capital project or expense. It is implied that a number of

expenditures can be grouped together under a specified capital project in order to reach the

minimum threshold and be recorded as capital asset.
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Account 1830 to 1860 — Poles, OH Conductors, Transformers, UG Conduit, Meters, etc.

The capitalized expenditures for these accounts include:

= Material and supplies direct costs
= Labour direct cost

= Labour burden

= Vehicle and equipment burden

Material and supplies direct costs

The material and supplies direct cost is comprised of all the eligible material that is used on
a capital project, including its freight to destination. No storage, stockroom expenses or
administrative charges are added.

Labour Direct Cost

The labour direct cost consists of all the eligible salaries for staff as well of their supervisors
on a capital project.

Labour Burden
The Labour Burden is comprised of employee benefits including:

* Employment Insurance Premiums (Employer portion)
» Canada Pension Plan Premiums (Employer portion)
* Employer Health Tax Premiums

= OMERS (Employer portion)

» Medical and Health Benefits

» Life Insurance

= WSIB

» Clothing and Safety Footwear Allocation

* Vacations

= Statutory Holidays

* Bereavement

* On-call / stand-by costs

The Labour Burden allocated to each capital, operation and maintenance accounts is
determined by obtaining the percentage ratio for each account, then multiplying the total
of overhead costs and benefits paid during the year by this ratio. The Labour Burden is
allocated to capital based upon the Labour Direct Cost charged to capital.
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In 2019, the labor burden capitalized was $22,197.41.

Vehicle and Equipment Burden

A vehicle burden rate is calculated for each class of vehicle based on the budgeted costs of

operating each vehicle and the budgeted hours of usage for each class. The hourly rate is

based on the total expenses, divided by the number of hours used. This hourly rate is
allocated to capital based on the time that the vehicle is used on the job-site, thus
establishing the fact that the use of the vehicle is directly attributable to an item of PP&E.
The expenses below are included in the operating costs:

Depreciation

Vehicle Maintenance
Fuel

Insurance

Account 1905 - Land Acquisition

The recorded cost of land includes:

The purchase price;

Costs of closing the transaction and obtaining title, which includes but are not limited to
legal fees, survey costs and land transfer taxes

The cost for preparing the land for its particular use such as clearing and grading. If the
land is purchased for the purpose of constructing a building, all costs incurred up to the
excavation for the new building should be considered land costs. Removal of an old
building, clearing, grading and filling are considered land costs because they are
necessary to get the land in condition for its intended purpose. Any proceeds obtained in
the process of getting the land ready for its intended use, such as salvage receipts on the
demolition of the old building or the sale of cleared timber, are treated as reductions in
the price of the land.

Expenditures for land acquisition usually do not deteriorate with use or passage of time,

therefore the cost of land is generally not exhaustible, and therefore not depreciable.

Account 1908 - Building

Capitalization of Building costs include, but are not limited to, the following:

Original contract price of asset;
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e Expenses for remodeling, repairing or changing a purchased building to make it available
for the purpose for which it was acquired;

e Interest charges until building acquisition, renovation project, improvement or alteration
is complete;

e Architects and engineers fees for design as well as expenses for the preparation of plans,
specifications, blueprints, etc;

e Cost of building permits.

Each building is divided into 4 major building components. The components are as follows:

1. Building Structure

2. Building Outside / Fence
3. Interior Construction

4. Roof

The total cost of the building or additional square footage is then allocated among the 4 major
building components.

Building Renovations/Rehabilitation

A building renovation is defined as enhancements made to a previously existing building
component. The total expenditure capitalized is based on the invoice or contract price. No
administrative charges are added.

Building Outside / Fence improvements

Building Outside / Fence improvements include items such as landscaping, driveways, sidewalks,
parking lots, fencing, outdoor lighting, and other non-building improvements. Please note that
Land improvements can be further categorized as non-exhaustible under account 1905 - Land
acquisitions. The total project cost must meet the set minimum threshold and shall be recorded
as capital based on the invoice or contract price. No administrative charges are added.

Account 1915 to 1955 — Office Furniture, Computer, Vehicles, Tools and Other Equipment

For capitalization of expenditures with a service life of more than one year, the total invoice or
contract price is used, including its freight to destination. No storage, stockroom expenses or
administrative charges are added.

Indirect overhead costs, such as general and administration costs that are not directly
attributable to an asset, are not capitalized.

Page 78 of 152



Hearst Power Distribution Company Ltd 2021 Cost of Service Inc
EB-2020-0027 Exhibit 4 — Operating Expenses
December 11, 2020

HPDCL's use of depreciation rates fell within the range of the Kinectrics Report.

ASSET RETIREMENT POLICY
HPDCL generally retires capital assets from its balance sheet when these assets are no longer

in service.

HPDCL's assets are primarily related to overhead/underground poles, service vehicles and its
supporting devices as well as office related equipment. HPDCL does not own a transformer

station. It is connected the Hydro One Hearst TS to feed its distribution system.
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4.9.1 OVERVIEW OF PILS

HPDCL is required to make payments in lieu of income taxes (“taxes”) based on its taxable

income. HPDCL files Federal/Provincial tax returns annually.

There have been no special circumstances that would require specific tax planning measures to
minimize taxes payable. There are no outstanding audits, reassessments or disputes relating the

tax returns filed by HPDCL.

There are non-utility activities included in HPDCL's financial results. Therefore the amount of
PILs payable is calculated accordingly in the proposed allowance to be included in the revenue

requirement.

HPDCL has used the OEB PILs Tax Work Form model to calculate the amount of taxes for
inclusion in its 2021 rates. PILs have been calculated under MIFRS accounting policies. The PILS
model was completed by HPDCL's external auditor Baker Tilly to ensure that the current and
proposed tax rates have been applied, that the amount of PILS calculated appears reasonable
and that the integrity checks established in the Boards Minimum Filing Requirements have been

adhered to.

HPDCL's taxes for the 2021 Test Year; Under the new accounting policies, HPDCL's PILs amount
to $0.

The income tax sheet from the Revenue Requirement Work form is presented on the next page,
and the PILs model is being filed in conjunction with this application. Actual most recent federal

and provincial tax returns are presented in Attachment 1 of this Exhibit. .

HPDCL pays the following property taxes which are set by the Town and for which HPDCL has

no control over.

Table 31 - Property Taxes

Property Taxes (5085)
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2015 $5,564.91
2016 $5,763.71
2017 $4,997.26
2018 $4,999.65
2019 $4,990.03
2020 $4,923.03

Table 32 - Tax Provision for the Test Year

Particulars Application

Determination of Taxable Income

Utility net income before taxes $82,209
Adjustments required to arrive at taxable utility income $ -
Taxable income $82,209

Calculation of Utility income Taxes

Income taxes $-

Capital taxes $-
$ -

Total taxes

Gross-up of Income Taxes $ -

Grossed-up Income Taxes $ -

PILs / tax Allowance (Grossed-up Income taxes + Capital $-

taxes)

Other tax Credits $-

Tax Rates

Federal tax (%) 15.00%

Provincial tax (%) 11.50%

Total tax rate (%) 26.50%
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The utility’s latest tax return is presented at the Attachment 1 of this Exhibit.

HPDCL confirms that it has use of the stand-alone principle when determining PILs amounts. Its

auditors Baker Tilly verifed the following information.

v

it has exercised sound tax planning and that for rate setting purposes, it maximized tax
credits and take the maximum deductions allowed if it made sense for the utility to do
so.

It has excluded from PILs calculations both when they were created, and when they were
collected, regardless of the actual tax treatment accorded those amounts.

A copy of the most recent Federal and Provincial tax is presented in Attachment 2 of this
Exhibit.

Detailed calculations of Income Tax or PILs are shown in the OEB PILs model filed along
with this application.

There were no adjustments (e.g., Tax credits, CCA adjustments) for the Historical, Bridge
and Test Years and as such, no supporting schedules and calculations and explanations

for "other additions” and “other deductions” were required.
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4.10 NON- RECOVERABLE AND DISALLOWED EXPENSES

HPDCL confirms that expenses that are deemed non-recoverable in the revenue requirement
(e.g. individual charitable donations) or disallowed for regulatory purposes have been excluded

from the regulatory tax calculation.

83
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HPDCL and its external auditors confirm to the best of their knowledge that the following

integrity checks have been completed in its application. In completing the PILs model, HPDCL's

auditors confirms that;

v

the depreciation and amortization added back in the application’s PILs model agree
with the numbers disclosed in the rate base section of the application;

the capital additions and deductions in the UCC/ CCA Schedule 8 agree with the rate
base section for historical, bridge and test years;

Schedule 8 of the most recent federal T2 tax return filed with the application has a
closing December 31st historic year UCC that agrees with the opening bridge year UCC
at January 1st;

The CCA deductions in the application’s PILs tax model for historical, bridge and test
years agree with the numbers in the UCC schedules for the same years filed in the
application;

Loss carry-forwards, if any, from the tax returns (Schedule 4) agree with those disclosed
in the application;

CCA is maximized even if there are tax loss carryforwards; and

A statement is included in the application as to when the losses, if any, will be fully

utilized.
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4.12.1 CONSERVATION AND DEMAND MANAGEMENT OVERVIEW

Conservation and Demand Management (“CDM") programs for electricity distributors were first
approved by the OEB in 2004 and have expanded since becoming a more important part of the
energy policy in Ontario. The Board developed and issued the CDM Code for Electricity
Distributors (the "CDM Code") on September 16, 2010, to support the CDM framework. The
CDM Code sets out the obligations along with requirements, with which electricity
distributors must comply in relation to the CDM targets set out in their licenses for January 1,
2011, to December 31, 2014, CDM target period. The CDM Code was created in response to a
Directive dated March 31, 2010, by the Minister of Energy and Infrastructure pursuant to
sections 27.1 and 27.2 of the Ontario Energy Board Act, 1998. Section 12 of the Directive
states that lost revenues that result from CDM programs should not act as a disincentive to a

distributor.

The Conservation and Demand Management Requirement Guidelines for Electricity Distributors
(EB-2014-0278 — the "2015 CDM Guidelines”), issued by the OEB on December 19, 2014, are
applicable to CDM programs beginning January 1, 2015. These guidelines require distributorsto
continue to rely on the LRAMVA to track and dispose of lost revenues that result from

approved CDM programs between 2015 and 2021.

HPDCL began delivering CDM programs in 2011 to meet the mandated targets. The emphasis
has been on Independent Electricity System Operator (IESO) Contracted Province-Wide
Programs to residential and general service customers. HPDCL has not sought approval for
Board-approved CDM programs. HPDCL has filed its CDM Strategy with the OEB in accordance
with the CDM Code for Electricity Distributors in the fall of 2010.

Funding and expenditures for the delivery of IESO Contracted Province-Wide Programs are kept
separate and tracked in Non-Distribution Revenue Accounts in accordance with the guidance in
Chapter 5, Accounting Treatment of the CDM Code. Therefore, CDM activities are not included

in the calculation revenue requirement or revenue offsets.
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HPDCL's intent was to meet demand and energy reduction requirements by delivering IESO-
Contracted Province-Wide programs.

Update

As a result of the Minister of Energy, Northern Development and Mines’ directive on March 20,
2019, the IESO's Conservation First Framework (CFF) was revoked. All electricity CDM activity for
2020 and 2021 will be centralized and administered by the IESO.

As distributors are no longer working towards the former CDM targets, distributors are expected
to provide relevant documentation to support the manual adjustments for 2020 and 2021 CDM
projects, including the corresponding CFF program, project timelines and projected savings.
Distributors should not include any savings at this time from new projects that begin on or after
May 1, 2019 that are under the IESO's interim framework. HPDCL confirms that, for LRAM

variance calculation, it is not including results post 2018 IESO finalized and verified results.

As of the last audited IESO results in 2019, HPDCL had achieved 196% of its set target which

ranked 1 out of 67 in the Province.
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4.12.2 LRAM VARIANCE ACCOUNT (LRAMVA)

Distributors are required to track the variances between the OEB approved CDM adjustment to
their load forecasts and the actual CDM results in the LRAMVA for the 2015 - 2020 period.
HPDCL's LRAMVA claim is for the energy savings achieved through the delivery of province wide
CDM programs over the period January 2015 to March 2019. HPDCL's CDM activities consist of

programs initiated by the Independent Electricity System Operator (“IESO").

HPDCL is seeking LRAMVA recovery of $52,889, including carrying charges to the end of April
2021. The Applicant has not claimed for LRAMVA recovery of revenue since the LDC's 2015 Cost

of Service.
Through this application, HPDCL is seeking approval to recover the LRAMVA balances for:

a) New lost revenues achieved from CDM kWh energy saving programs delivered under
Conservation First Framework (CFF) from January 2015 to December 31, 2018.

b) The resulting persistence of kWh energy savings for years 2016, 2017, 2018 from the
delivery of CDM programs under CCF between January 2015 to December 31, 2018; and

c) Lost revenue in 2015 from CDM programs delivered in 2014 (i.e. prior year savings

persistence).

HPDCL has completed the OEB’'s LRAMVA Work Form (excel) and has filed this evidence with

this application.

HPDCL confirms that the data used in the LRAMVA model, as filed with this application, is

derived from the following sources :

e The distributor’s final CDM Report and Persistence Savings Report as published by the
I[ESO. This includes the 2011-2014 Final Results Report, Final 2015 Annual Verified Results
Report, Final 2016 Annual Verified Results Report, the Final 2017 Annual Verified Results

Report: and

HPDCL has relied on the most recent verified input assumptions available at the time of

program evaluation as detailed in the publications listed above.

Page 87 of 152



Hearst Power Distribution Company Ltd 2021 Cost of Service Inc
EB-2020-0027 Exhibit 4 — Operating Expenses
December 11, 2020

Copies of the IESO'’s annual distributor report for HPDCL for years 2015, 2016 and 2017 have

been filed as excel files with this Application.

The table below shows the total LRAM principal amount and carrying charges that HPDCL is

requesting for recovery of through this application:
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Table 33 - Summary of Requested LRAM Amounts

GS<50 GS 50- Street

Description Residential KW 1499 KW Intermediate  Sentinel Lighting Total
kWh kWh kw kw kw kw
2011 Actuals $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
2011 Forecast $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Amount Cleared
2012 Actuals $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
2012 Forecast $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Amount Cleared
2013 Actuals $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
2013 Forecast $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Amount Cleared
2014 Actuals $1,801.67 $1,609.54 $885.71 $235.20 $0.00 $0.00 $4,532.13
2014 Forecast ($2,597.84)  ($498.41) = ($1,004.10) ($415.39) ($1.44) ($3,222.81) ($7,739.98)
Amount Cleared
2015 Actuals $7,297.41 $2,308.68 $1,310.38 $400.23 $0.00 $1,084.04 $12,400.74
2015 Forecast ($2,224.40) ($476.09) ($832.20) ($449.19) ($2.93) ($3,440.45) ($7,425.27)
Amount Cleared
2016 Actuals $11,76283  $3,873.78  $1,721.04 $2,820.59 $0.00 $1,118.35 $21,296.59
2016 Forecast ($2,045.80) = ($461.21) ($746.25) ($466.06) ($3.68) ($3,549.35) ($7,272.36)
Amount Cleared
2017 Actuals $15016.85 = $3,142.20 $1,650.77 $2,990.19 $0.00 $1,131.41 $23,931.42
2017 Forecast ($1,607.41)  ($468.65) ($754.95) ($471.51) ($3.73) ($3,590.80) ($6,897.05)
Amount Cleared
2018 Actuals $9,169.84 $3,160.69 $1,682.58 $3,187.06 $0.00 $1,145.89 $18,346.06
2018 Forecast ($925.48) ($476.09) ($764.64) ($477.53) ($3.77) ($3,636.74) ($6,284.25)
Amount Cleared
2019 Actuals $2,090.83 $2,888.54  $1,724.98 $3,226.68 $0.00 $1,160.24 $11,091.27
2019 Forecast ($227.31) ($483.53) ($774.15) ($483.51) ($3.82) ($3,682.27) ($5,654.59)
Amount Cleared
Carrying Charges $2,071.04 $774.13 $197.77 $439.81 ($1.03) ($917.27) $2,564.44
Total LRAMVA Balance $39,582 $14,894 $4,297 $10,537 -$20 -$16,400 $52,889
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HPDCL has used the most recent verified input assumptions when calculating lost revenue and
has relied on the most recent final evaluation report from the Independent Electricity System
Operator (IESO) in support of its LRAM calculation for its contracted province wide CDM
programs ("IESO Programs") for 2014-2018 with persistence to 2019. Lost revenues are based
on Board approved variable charges and carrying charges from 2014 up until 2019 are

requested.

HPDCL is not requesting recovery of lost revenue resulting from IESO-approved pilot projects.
The IESO-Contracted Province-Wide CDM Programs Final 2017 Results are provided in
Attachment 2 to this Exhibit.

None of the estimated CDM load reductions were factored into the load forecast underpinning
HPDCL's 2015-2020 rates. HPDCL has calculated any carrying charges for the applicable periods

using the quarterly rates prescribed by the Board.

For further details, please refer to the enclosed Excel OEB LRAMVA Work form and IESO 2017

Final Report.
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Appendix A - 2017 Final IESO report

The Excel version of the report cannot be printed in PDF and as such is
only being filed in an Excel format.
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Appendix B - Most Recent federal and provincial tax returns
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31

2017 - 2020 Corporate information

General information
Business number

Legal name of corporation
HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPOR

Operating name of corporation, if different

89053 4811 RC 0001

0

Change of name since Dept. last notified? ]
O o

If yes, are there articles of amendment?

Z IZ

Yes ]
Yes []

Taxation year

Start Date 2019/01/01

Start Time 00:00

Floating fiscal year end with a full year?
Where the fiscal period of the corporation

exceeds 365 days, is the corporation deemed

to have a tax year end of December 31, 2008

under subsection 249(3) of the Income Tax Act? [ ] Yes
Has taxation year end changed since

last return was filed? 3 , - O Yes
If yos, why has it changed? N/A

If change in control, provide date
Time of change in control

Deemed tax year-end under 249(3.1)?

Previous tax year end deemed to be
December 31, 2008 under 249(3)?

End Date 2019/12/31
End Time 23:59

O Yes

k] No

(] No
Kkl No

O Yes

0 Yes

Intemet file this return? k] Yes [] No Date of incorporation ~ 2000/11/02

T2 Confirmation number E4357994 Date of amalgamation

T1135 Confirmation number Date of dissolution )

T 134 Conﬁfmation number Date Pf bankru_P_tcy _

T106 Confirmation number Is corporation a professional corporation that is a member of a
partnership? [J yes Kl No

Complete return from GIFI? Kkl Yes [] No First year of filing after incorporation? [] Yes [x] No

Gross Revenue 11,358,167 First year of filing after amalgamation? [] Yes K] No

Total assets 7,528,485 section 88 wind-up of sub. during the year? Yes K] N

Was the corporation an associated CCPC et P - 3 year: (] Yes kd No

in the previous year? [] Yes K No Final year before amalgamation? [] Yes K] No

Taxable capital employed in Canada Final retumn up.to dissolution? [] yes K] No

for the previous taxation year. 3,348,156 s the corporation bankrupt? [ Yes kJ No

Taxable capital of the associated group 3348156 Elected not to be a CCPC under 89(11) [1 Yes k] No

for the previous taxation year — . . .

Total taxable capital employed in Canada If an election was made under section 261, state the functional

of the corporation and its related currency used

corporations. 3,592,494 Co :

: - Corporation exempt from tax? N/A
I?::Ietggf;ﬁ?a‘:;ﬂtsala::‘i’:lsozseg J:i;z:gada Language of correspondence changed since Dept. last notified?
corporations (Applicable to taxation years : : - [ Yes b No
starting in 2008 and later} 3,592,494 Language of correspondence English

Is this an amended tax return? _ k] Yes [] No

Is this return being prepared by a tax preparer

for a fee? o &l Yes [ No
Version 2020.1.1 GP77 - RETAIN ON FILE. DO NOT SUBMIT TO THE CRA. Pagelo
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31

nfe 2017 - 2020 Corporate information

ON
k] Yes

Provincial or territorial jurisdiction

O No

Is the corporation a resident of Canada?
If no, give country of residence

Type of corporation

Type of corporation at end of taxation year
Other corporation

If Other corporation, please specify

Hydro successor, Municipal Electric Utility

If Other corporation, is corporation eligible for

the small business deduction? klYes [INo
Did the type of corporation change
during the year? [] Yes k] No

If yes, provide the date of change
Special corporation status:

N/A

Type of corporation at end of previous taxation year
(Carried forward from the previous T2 return)

Other corporation

[l Yes K] No

Address changed since Dept. last notified?

Address
P.O. BAG 5000
Suite
City Province Country
HEARST ON
Postal code Telephone number  Fax number
POL 1NO

Mailing address

Address changed since Dept. last notified? D Yes E No

Date of change

Use the following address
Care of

head office

Address
P.0. BAG 5000

Suite
Province
ON

City Country
HEARST

Postal code POL 1NQ
Location of books and records

Address changed since Dept. last notified? Ij Yes No
Use the following address head office

Address

P.O. BAG 5000

City Province Country
HEARST ON

Postal code POL 1NO

Head office address Signing officer

Jurisdiction Type of business

Did the corporation use the Intemnational Financial
Reporting Standards (IFRS) when it prepared its
financial statements? )

Is the corporation inactive?

Yes
Yes

No
No

What is the corporation's main revenue-generating

business activity? (Press F6) 221122
Specify the principal products or services provided and their
percentage of total revenue

1. ELECTRICAL UTILITY 100.000 %
2, %
3. %
Did the corporation immigrate to Canada during
the taxation year?

Did the corporation emigrate from Canada
during the taxation year? )

If the corporation's major business activity is
construction, did you have any sub-contractors
during the tax year?

[] Yes Kkl No

[J Yes Kkl No

[] Yes [] No

Title (Mr, Ms, Dr, etc)
Mr

First name

Jessy

Last name

Richard

Position, office or rank
Manager

Address

Alexandra Street

City Province Country
Hearst ON

Postal code Telephone number  Signing date

POL 1NO (705) 372-2815 2020/12/11
Contact person

Same as signing officer? E] Yes I:I No
Name

Jessy Richard

Telephone number Fax number

(705) 372-2815

Additional information

Contact position / name email address

Version 2020.1.1 GP77 - RETAIN ON FILE. DO NOT SUBMIT TO THE CRA.
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31

2017 - 2020 Corporate information

Info

Alberta
AT1 NetFile? __

. KlYes

[E][Xes
|_lyes

[INo
k] No
[Ino

Third-Party service provider (for AT1 Net File)?
AT1 Net File confirmation number
Alberta account number

SIC code o
Special corporation status

Saskatchewan
Saskatchewan account number o

Manitoba

Manitoba account number

Ontario
Jurisdiction incorporated, continued, or amalgamated,

whichever is the most recent ON

Ontario specialty type 19

Has the Ontario specialty type changed during

the year? Yes EI No
The Ontario allocation factor (OAF) for the previous

taxation year 100.000 %

Final return information
Was there a transfer of property under federal ITA subsection 85(1),
85(2) or 97(2) that occurred after May 30, 2001, and during the
taxation year being reported? Yes No
Specify reason for final return N/A
Date of amalgamation, if applicable

Date operations ceased, if a dissolution

Annual return for Ontario corporations
(8546, S547 and S548)

Annual return for Ontario corporations
required?

] Yes []No

7334207

Kkl Yes [ No

Ontario corporation number

Authorized person same as signing officer?
Last name
Richard

First name
Jessy

Middle name

Title [ 1Director [x] Officer [ ] Other individual

Version 2020.1.1 GP77 - RETAIN ON FILE. DO NOT SUBMIT TO THE CRA.
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31

2017 - 2020 Corporate information

Québec enterprise number (NEQ)

Is the corporation a farm or fishing corporation? D Yes

Identification number

_Xes

Internet file CO-17?
Confirmation number

L] No

Please choose the license fee
(Information Return for Ente_rpnse Register)

Did the corporation receive government
assistance during the fiscal period?

If yes, indicate the amount of the assistance

[]Yes

No

How was it applied?

Is the corporation applying for a temporary tax
exemption for marketing intellectual property?
Is the corporation claiming the temporary
exemption for a new corporation?

[lYes

D Yes

Start date of the exemption period

End date of the exemption period
Paid-up capital for the previous taxation year —

K] No
K] No

Paid-up capital of the associated group for the
previous taxation year

Total assets for the previous taxation year

6,864,556

is the corporation a mining corporation that has
not reached the production stage?

Start date of praduction, if the mining
corporation has reached the production stage

[lyes

Is the corporation a financial institution?
Is the corporation an oil refinery?

[]Yes

klNo

(] Yes

KNo
fx] No

IZ IZ

Does the end-date of the fiscal period
(indicated on line 05) coincide with the date
when the corporation became or ceased to be a
Canadian-controlled private corporation
(ccpec)?

Is this an amended retum?

Is the corporation an agent corporatlon a
dummy corporation or a general partner?

[]Yes

[ Yes
[]Yes

Is the corporation exempt from tax by virtue of
section 984, 985, 991, 995, 996 or 998 of the

Taxation Act? D Yes

[ Yes

[ Yes

Has the corporation ceased its activities?

Did the corporation continue to operate another
business during the year?

Did the corporation dispose of property in
respect of which section 518 applies?

Is the information on file with the Enterprise
Register correct?

Did the corporation wind up one or more of its
subsidiaries during the year?

[Jyes

Yes

[yes

Were the tax attributes of the Canadian
subsidiary or subsidiaries that were wound up
transferred to the corporation?

Does the corporation hold an interest in one or
more partnerships?

if yes, enter the partnership's Québec
enterprise number (NEQ) or identification
number and the percentage of its interest.

Uyes

[ yes

%
%
%
%

No

[XI No
[ No

[No

No
[xINo

[xINo
[x]No

[JNo
[x]No

'_rv_vgntleth pncg tgxatlon_ygar-end

Nineteenth prior taxation year-end 2000/12/31
Eighteenth prior taxation year-end 2001/12/31
Seventeenth prior taxation year-end 2002/12/31
Sixteenth prior taxation year-end 2003/12/31
Fifteenth prior taxation year-end 2004/12/31
Fourteenth prior taxation year-end 2005/12/31
Thirteenth prior taxation year-end 2006/12/31
Twelfth prior taxation year-end 2007/12/31
Eleventh prior taxation year-end 2008/12/31

Previous taxation years

Tenth prior taxation year-end 2009/12/31
Ninth prior taxation year-end 2010/12/31
Eighth prior taxation year-end 2011/12/31
Seventh prior taxation year-end 2012/12/31
Sixth prior taxation year-end 2013/12/31
Fifth prior taxation year-end 2014/12/31
Fourth prior taxation year-end 2015/12/31
Third prior taxation year-end _ 2016/12/31
Second prior taxation year-end - 2017/12/31
First prior taxation year-end - 2018/12/31

Version 2020.1.1 GP77 - RETAIN ON FILE. DO NOT SUBMIT TO THE CRA.
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31

Preparer ID
Partner ID
Reviewer ID
Office number

Client referred by:

Client reference # 2268

D Prior client

2017 - 2020 Corporate information

Office Use Preparer Information

[] New client

Name Baker Tilly HKC

Firm CBMN FINANCIAL SERVICES INC
Street address 1021 George street

P.0. Box, RR P.0. Box 637

City Hearst
Province Ontario

Postal code POL 1NO
Phone (705) 362-4261
Fax (705) 362-4641
Email

NEQ

Professional identification number

Version 2020.1.1 GP77 - RETAIN ON FILE. DO NOT SUBMIT TO THE CRA.
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31

Bl Sos moome adameda ™" 20
T2 Corporation Income Tax Return Code 190
Protected

when complete

This form serves as a federal, provincial, and territorial corporation income tax return, unless the corporation is located in
Quebec or Alberta. If the corporation is located in one of these provinces, you have to file a separate provincial Do not use this area
corporation return. A shorter version of the return, the T2SHORT, is available for eligible corporations.

All legislative references on this return are to the federal Income Tax Act and Income Tax Regulations. This return may
contain changes that had not yet become law at the time of publication.

Send one completed copy of this retum, including schedules and the General Index of Financial Information (GIFi), to your
tax centre. You have to file the return within six months after the end of the corporation's tax year.

For more information see ganada.ca/taxes or Guide T4012, T2 Corporation — income Tax Guide.

—— ldentification

Businessnumber (BN) .. ......................... m l819,0,5,3,4:811111rR1Cl010)0) 1

Corporation's name To which tax year does this return apply?

B HEARST POWER DISTRIBUTION COMPANY LIMITED/CO Tax year start Tax year-end
Year Month Day Year Month Day

Adaress of head office 060 | 2019/01/01 061 2019/12/31

Has this address changed since the Yes No Has there been an acquisition of control
last time we were notified? ........ m D resuiting in the application of
If yes, complete lines 011 to 018. subsection 249(4) since the tax year

starton lIne 0607 ................... & Yes [ | Mo
AR P.O. BAG 5000

Year Month Day

(]

012 If yes, provide the date control was m
City Province, territory, or state acquired . ......... .. .. . il
B3 HEARsT 3J ON Is the date on line 061 a deemed
Col ther than Canad Postal or ZIP code tax year-end according to
untry (other than Ganada) N © subsection 249(3.1)? ................ B3 ves[] Mo
B Po. 1n0
o . Is the corporation a professional
Mailing address (if different from head office address) corporatlon that Is a member of a
; ; 067 Yes D No
Has this address changed since the m v N partnership? ......................
last time we were notified? ... ..... es D 0 -
If yes, complete lines 021 to 028. Is this the first year of filing after: v N
021 I Incorporation? .................... 070 es H o
Amalgamation? .................... 071 Yes No
ir¥2 P.O. BAG 5000 i
023 If yes, complete lines 030 to 038 and attach Schedule 24.
City Province, territory, or state Ha; ‘l':’?fe beez a W'":'UP 8°8f : ing th
subsidiary under section uring the
B3 HearsT i ON current tg( year? ............ g ..... 072 Yes I:l No
Country (other than Canada) Postal or ZIP code If yes, complete and attach Schedule 24.
027 224 POL 1NO
Is this the tinal tax year before Y N
Location of books and records (if different from head office address) amalgamation? .................... 076 es D 0
Has this address changed since the Is this the final return up to
last time we were notified? ........ m Yes D No dlssolutlon';‘ a” . urn p ____________ 078 Yes |:| No
If yes, complete lines 031 to 038. If an election was made under section 261, state
P.O. BAG 5000 the functional currencyused . . . ........... 079
iy Provinge. Tarrtory, or stale Is the (?orporation a reslde.nt of Cana.da? 080 Yes No D
If no, give the country of residence on line 081 and complete and attach
EE nearsT 5 ON Schedule 97.
Country (other than Canada) Postal or ZIP code m
038
POL 1NO Is the non-resident corporation claiming
. an exemption under an income tax
m Type of corporation at the end of the tax year (tick one) LHEBLYD oo m Yes [:I No
D 1 Canadian-controiled private corporation (CCPC) If yes, complete and attach Schedule 91.
D 2 Other private corporation it the corporation is exempt from tax under section 149, tick one of the
D 3 Public corporation following boxes:
D 4 Corporation controlled by a public corporation m H 1 Exempt under paragraph 149(1)(e) or (1)
. . 2 Exempt under paragraph 149(1)(j)
5 Other corporation (speci ici
P (specify) Hydro successor, Municipal Elect |—_—| 3 Exempt under paragraph 149(1)()
If the type of corporation changed Year Month Day {for tax years starting before 2019)
during the tax year, provide the m D 4 Exempt under other paragraphs of section 149
effective date of the change ......

Do not use this area
Il 056 | 898

il
T2 E (20) (Ce formulaire est disponible en frangais.) Canada

Version 2020.1.1 GP77 - RETAIN ON FILE. DO NOT SUBMIT TO THE CRA. Page 1 o
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31
Protected B when complete
— Attachments d

Financial statement Information: Use GIFI schedules 100, 125, and 141.

Schedules — Answer the following questions. For each yes response, attach the schedule to the T2 return, unless otherwise instructed.

Yes Schedule
Is the corporation related to any other Corporations? . .. ............iinii ittt e e e e 150 9
Is the corporation an associated COP C? .. ... ... . . ittt e e e 160 23
Is the corporation an associated CCPC that is claiming the expenditure limit? .. ... ... ... ...ttt 161 49
Does the corporation have any non-resident shareholders who own votingshares? ............... ... ... iruiinuenion. 151 19
Has the corporation had any transactions, including section 85 transfers, with its shareholders, officers, or employees,
other than transactions in the ordinary course of business? Exclude non-arm'’s length transactions with non-residents ........... D "
If you answered yes to the above question, and the transaction was between corporations not dealing at arm's length, 1
were all or substantially all of the assets of the transferor disposed of tothetransferee? . ............... ... ..., || 44
Has the comoration paid any royalties, management fees, or other similar payments to residents of Canada? .................. | 14
Is the corporation claiming a deduction for payments to a type of employee benefitplan? .....................ccccouuuvi... - 15
Is the corporation claiming a loss or deduction fromataxshelter? . ........... ..., || TS004
Is the corporation a member of a partnership for which a partnership account number has been assigned? .................... | | Ts013
Did the corporation, a foreign affiliate controlled by the corporation, or any other corporation or trust that did not deal at arm's length ]
with the corporation have a beneficial interest in a non-resident discretionary trust (without reference to section94)? ............ 168 ui 22
Did the corporation own any shares in one or more foreign affiliates inthetaxyear? . ................... ..o ., 169 Wi 25
Has the comporation made any payments to non-residents of Canada under subsections 202(1) and/or 105(1) of
the Income Tax Regulations? . . ... ... . i i i i i i e 170 E 29
Did the corporation have a total amount over CAN$1 million of reportable transactions with non-arm's length non-residents? ... ... 171 N T106
For private corporations: Does the corporation have any shareholders who own 10% or more of the corporation’s common ]
and/or preferred Shares? . ... ... ... i || 50
Has the corporation made payments to, or received amounts from, a retirement compensation plan arrangement during the year? ||
Does the corporation earn income from one or more Internet web pages orwebsites? . ...............oviiiininireennnnn.. | 88
Is the net income/loss shown on the financial statements different from the net incomefloss for income tax purposes? ........... | X 1
Has the corporation made any charitable donations; gifts of cultural or ecological property; or gifts of medicine? ................ || 2
Has the corporation received any dividends or paid any taxable dividends for purposes of the dividend refund? ................ [ X ] 3
Is the corporation claiming any fype Of I0SSES? . ... ... ittt [ X 4
Is the corporation claiming a provincial or territorial tax credit or does it have a ™
permanent establishment in more than one Jurisdiction? . . ... ... .. .. it e [ X] 5
Has the corporation realized any capital gains or incurred any capital losses duringthe taxyear? ................couuveenn.. | X 6

i) Is the corporation a CCPC and reporting a) income or loss from property (other than dividends deductible on line 320 of the T2
return), b) income from a partnership, c) income from a foreign business, d) income from a personal services business, e) income
referred to in clause 125(1)(a)(i)(C) or 125(1)(a)(i)(B), f) aggregate investment income as defined in subsection 129(4), or g) an
amount assigned to it under subsection 125(3.2) or 125(8); or

ii) Is the corporation a member of a partnership and assigning its specified partnership business limit to a designated member under
SUDSECHON 125(B) 7 .. .. i e e [ 7
Does the corporation have any property that is eligible for capital costallowance? ...................ouiiiiuenunnnannnn.. L 8
Does the corporation have any resource-related dedUctioNS? ... ... .. ... .ttt e | 12
Is the corporation claiming deductible reSBIVES? .. .. .. .. ... .. ..ttt - 13
Is the corporation claiming a patronage dividend deduction? . ............... .. ittt | 16
Is the corporation a credit union claiming a deduction for allocations in proportion to borrowing or a provincial credit union tax reduction? - 17
Is the corporation an investment corporation or a mutual fund corporation? .. .............ooiiiiiiin et || 18
Is the corporation carrying on business in Canada as a non-resident corporation? . ............. ... ... . e, || 20
Is the corporation claiming any federal, provincial, or territorial foreign tax credits, or any federal logging tax credits? ............ L 2
Does the corporation have any Canadian manufacturing and processing profits? . ........... ... tuitrmineeerinannenn. || 27
Is the corporation claiming an investmenttax credit? ... ........ ... i it L 31
Is the corporation claiming any scientific research and experimental development (SR&ED) expenditures? . ................... T661
Is the total taxable capital employed in Canada of the corporation and its related corporations over $10,000,000? .. ............. 33/34/35
Is the total taxable capital employed in Canada of the corporation and its associated corporations over $10,000,000? . ........... |
Is the corporation subject to gross Part VI tax on capital of financial insttUtions? . . ..ottt e, - 38
Is the corporation claiming a Part [tax credit? ............. ... i i it | 42
Is the corporation subject to Part IV.1 tax on dividends received on taxable preferred shares or Part VI.1 tax on dividends paid? ... || 43
Is the corporation agreeing to a transfer of the liability for Part V.1 tax? ........ ... ... .. . i, — 45
Is the corporation subject to Part Il - Tobacco Manufacturers' SURax? ............. ... ittt einnnnn. | 46
For financial institutions: Is the corporation a member of a related group of financial institutions with one or more
members subject 10 gross Part VI tax? . ... ... ... e e 250 r 39
Is the corporation claiming a Canadian film or video production tax credit? .............. ... ... ... 0 itirininrennnnnnn. 253 IR T1131
Is the corporation claiming a film or video production services taxcredit? ............... ... ..ot | | T1177
Is the corporation subject to Part XIIl.1 tax? (Show your calculations on a sheet that you identify as Schedule 82.) .............. 255 92
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31

— Attachments (continued) Protected B when complete

Did the corporation have any foreign affiliates inthetaxyear? ........ ... . . i i e D T1134

Did the corporation own or hold specified foreign property where the total cost amount of all such property, at any time in the year,

was More than CANS100,0007 . . . . oo e e et e e e e e e e e e e e e e e e e e e | | T35
Did the corporation transfer or loan property to a non-residenttrust? ............. .. ... i i i e | | T4
Did the corporation receive a distribution from or was it indebted to a non-resident trustintheyear? ......................... | | Tna2
Has the corporation entered into an agreement to allocate assistance for SR&ED carried outin Canada? ..................... | | T14s
Has the corporation entered into an agreement to transfer qualified expenditures incurred in respect of SR&ED contracts? ....... | | T14e
Has the corporation entered into an agreement with other associated corporations for salary or wages of 1

specified employees for SREED? . .. ... .. i i i e i e e e e e e | | T4
Did the corporation pay taxable dividends (other than capital gains dividends) inthetaxyear? .............. ... ... ... c.uat. 265 wil 55
Has the corporation made an election under subsection 89(11) nottobea CCPC? ........ ... o ittty ey | | T2002
Has the corporation revoked any previous election made under subsection 89(11)? ....... .. ... ittty [AI8 | | T2002
Did the corporation (CCPC or deposit insurance corporation (DIC)) pay eligible dividends, or did its

general rate income pool (GRIP) change inthetax year? ............. . ittt it @ D 53
Did the corporation (other than a CCPC or DIC) pay eligible dividends, or did its low rate income pool (LRIP)

Change N the taX VAT . . ... ittt it et it it e e e e @ D 54

—— Additional information

Did the corporation use the International Financial Reporting Standards (IFRS) when it prepared its financial statements? 270 Yes No
No (X

1S the COMPOTAtioN INACVE? .. ... ...\ttt et ettt et et et et et e e et et et e e e e 280 Yes
Specify the principal products mined, manufactured, P:Z8 ELECTRICAL UTILITY P2 100.000 %
sold, constructed, or services provided, giving the 286 287 %
approximate percentage of the total revenue that 5 o
each product or service represents. 88 289 %
Did the corporation immigrate to Canada during the taX YEar? .. .............c.euenroreneirnnoneeneanenennn. Yes No
Did the corporation emigrate from Canada duringthe taxyear? .......... ... ..ottt ininnnann, Yes No
Yes No | |

Do you want to be considered as a quarterly instalment remitter if you are eligible? .. .............. ... ... ... ...

Year Month Day

If the corporation was eligible to remit instaiments on a quarterly basis for part of the tax year, provide the date the m
corporation ceased tobe eligible .. ....... ... . . et e e

[]

If the corporation's major business activity is construction, did you have any subcontractors during the tax year? ...... @ Yes D No

—— Taxable income

Net income or (loss) for income tax purposes from Schedule 1, financial statements, or GIFI .. ........................ m 190,655 A

Deduct:

Charitable donations from Schedule 2 ......... ... .. .. . . i i,
Cultural gifts from Schedule 2 . .. ... ... ... i i e i e
Ecological giftsfromSchedule 2 ... ... ... . i e
Gifts of medicine made before March 22, 2017, fromSchedule 2. ... ...................

Taxable dividends deductible under section 112 or 113, or subsection 138(6)
fromSchedule 3 ... ... e i i e e

Part VI.1 tax deduction® . ...... ... . i i e e
Non-capital losses of previous tax years fromSchedule 4 ..................... ... ....
Net capital losses of previous tax yearsfromSchedule 4 .. ........... ... ... ... . ....
Restricted farm losses of previous tax years from Schedule 4 .........................
Farm losses of previous tax years from Schedule 4 ............... ... ... ... .,
Limited partnership losses of previous tax years from Schedule 4 ......................
Taxable capital gains or taxable dividends allocated from a central credit union ...........
Prospector's and grubstaker'sshares . ............ ... i i

11,064

2,365

13429 P 13,429 B
Subtotal (amount A minus amount B) (if negative, enter "0") 177,226 C

Section 110.5 additions or subparagraph 115(1)(a)(vii) additions ........... ... ittt 355 D
Taxable income (amount C PIUS @MOUNT D) . .. .. ... om ettt ettt e e e e 360 177,226
Income exempt under paragraph 149(1)(t) (for tax years startingbefore 2019) ......... ... ... oottt 370

Taxable income for a corporation with exempt income under paragraph 149(1)(t) (line 360 minusine 370) .................. z

* This amount is equal to 3.5 times the Part VI.1 tax payable at line 724 on page 9.
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— Small business deduction Protected B when complete

Canadian-controlled private corporations (CCPCs) throughout the tax year

Income eligible for the small business deduction from Schedule 7 ........ ... .. . . i i i m 165,562 A
Taxable income from line 360 on page 3, minus 100/28 of the amount on line 632* on page 8, minus 4 times the amount on

line 636** on page 8, and minus any amount that, because of federal law, is exemptfromPart Itax ................... 405 175,005 B
Business limit (see notes 1 and 2 below) . ... ... i e e e et e 410 500,000 C
Notes:

1. For CCPCs that are not associated, enter $500,000 on line 410. However, if the corporation's tax year is less than 51 weeks,
prorate this amount by the number of days in the tax year divided by 365, and enter the result on line 410.

2. For associated CCPCs, use Schedule 23 to calculate the amount to be entered on line 410.
Business limit reduction

Taxable capital business limit reduction

Amount C 500,000 * ERE] - D T E
11,250
Passive income business limit reduction
Adjusted aggregate investment income from Schedule 7 . 417 — 50,000 = F
Amount C 500,000 X Amount F A G
100,000

Subtotal (the greater of amount E and amount G) m H

Reduced business limit for tax years starting before 2019 (amount C minus amount E) (if negative, enter"0") ........... m '
Reduced business limit for tax years starting after 2018 (amount C minus amount H) (if negative, enter"0") ............. m 500,000 J
Business limit the CCPC assigns under subsection 125(3.2) (from line 516onpage5) ........ ... ... ... ... K
427 L

Reduced business limit after assignment for tax years starting before 2019 (amount | minus amountK) ............

Reduced business limit after assignment for tax years starting after 2018 (amount J minus amountK)............. m 500,000 m

Small business deduction

Tax years starting before 2019

Number of days in the tax year
Amount A, B, C, orL, y Y —
whichever is the least X before January 1, 2018 X 175% = 1

Number of days in the tax year

Number of days in the tax year after
Amount A, B, C, or L, =
whichever is the least X December 31, 2017, and before January 1, 2019 X 18% = 2

Number of days in the tax year

Number of days in the tax year
Amount A, B, C, orL, y y _
whichever is the least X after December 31, 2018 X 19% = 3

Number of days in the tax year

Tax years starting after 2018
4
Amount A, B, C, or M, whicheveristhe least. . . . .. ... .. . . i e i e X 19% = 31,457

Small business deduction (totalof amounts 1104) .. ... .. . . i e e m 31,457 N
Enter amount N at amount J on page 8.

* Calculate the amount of foreign non-business income tax credit deductible on line 632 without reference to the refundable tax on the CCPC's investment
income (line 604) and without reference to the corporate tax reductions under section 123.4.

** Calculate the amount of foreign business income tax credit deductible on line 636 without reference to the corporation tax reductions under section 123.4.
*** Large corporations

= If the corporation is not associated with any corporations in both the current and previous tax years, the amount to be entered on line 415 is: (total
taxable capital employed in Canada for the prior year minus $10,000,000) x 0.225%.

« |f the corporation is not associated with any corporations in the current tax year, but was associated in the previous tax year, the amount to be entered
on line 415 is: (total taxable capital employed in Canada for the current year minus $10,000,000) x 0.225%.

» For corporations associated in the current tax year, see Schedule 23 for the special rules that apply.

==+ Enter the total adjusted aggregate investment income of the corporation and all associated corporations. Each corporation with such income has to file
a Schedule 7, which includes a line 744 and a line 745. For the first tax year starting after 2018, use the total of lines 744. Otherwise, use the total of
lines 745 of the preceding tax year.
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31
Protected B when completer

—— Small business deduction (continued)

Specified corporate income and assignment under subsection 125(3.2)

(0] P Q
Business number of Income paid under Business limit assigned to
the corporation clause 125(1)(a)(i)(B) to the corporation identified in
receiving the corporation identified in column O #
assigned amount column O 3

Eall A

Total BT Total BB
Notes:

3. This amount is {as defined in subsection 125(7) specitied corporate income (a)(i)] the total of all amounts each of which is income from an active
business of the corporation for the year from the provision of services or property to a private corporation (directly or indirectly, in any manner
whatever) if

(A) at any time in the year, the corporation (or one of its shareholders) or a person who does not deal at arm's length with the corporation (or one of its
shareholders) holds a direct or indirect interest in the private corporation, and
(B) it is not the case that all or substantially all of the corporation's income for the year from an active business is from the provision of services or
property to

() persons (other than the private corporation) with which the corporation deals at arm's length, or

(1) partnerships with which the corporation deals at arm's length, other than a partnership in which a person that does not deal at arm's length

with the corporation holds a direct or indirect interest.

4. The amount of the business limit you assign to a CCPC cannot be greater than the amount determined by the formula A — B, where A is the amount of

income referred to in column P in respect of that CCPC and B is the portion of the amount described in A that is deductible by you in respect of the

amount of income referred to in clauses 125(1)(a)(i)(A) or (B) for the year. The amount on line 515 cannot be greater than the amount on line 425 (426
for tax years starting after 2018).

—— General tax reduction for Canadian-controlled private corporations

Canadian-controlled private corporations throughout the tax year

Taxable income from page 3 (line 360 or amount Z, whicheverapplies) ............. ... .. o i, A
Lesser of amounts 9B and 9H from Part9 of Schedule 27 ........... ... ... ... ... .. ... B
Amount 13K from Part 13 0f Schedule 27 . ... .. ... i e e c
Personal services buSiNeSS INCOME . ... ..ottt iiene e iaatst e m D

Amount from line 400, 405, 410, or 427 (428 instead of 427 for tax years starting after 2018)

on page 4, whicheveristheleast ........ ... ... ... . i i il E
Aggregate investment income from line 440onpage6* ............. ... oo F
Subtotal (add amounts B to F) > G

Amount A minus amount G (if negative, enter "0") . .. ... . e

General tax reduction for Canadian-controlled private corporations — Amount H multipliedby 13% ..................... !
Enter amount | on line 638 on page 8.

* Except for a corporation that is, throughout the year, a cooperative corporation (within the meaning assigned by subsection 136(2)) or a credit union.

—— General tax reduction

Do not complete this area if you are a Canadian-controlled private corporation, an investment corporation, a mortgage investment corporation, a
mutual fund corporation, or any corporation with taxable income that is not subject to the corporation tax rate ot 38%.

Taxable income from page 3 (line 360 or amount Z, whicheverapplies) ............. .. . oottt J

Lesser of amounts 9B and 9H from Part9of Schedule 27 .......... ... ... .. ... .. K

Amount 13K from Part 13 of Schedule 27 . . . ... ... i e e L

Personal services businesSS INCOME . ... ... .ttt innaneeterinnannnneeennn m M
| 4

Subtotal (add amounts K to M) N

Amount J minus amount N (if negative, enter "0") . . ... ... . et e o

General tax reduction — Amount O multlplied by 13% .. .. ... .o i e i e i e P
Enter amount P on line 639 on page 8.
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31

—— Refundable portion of Part | tax

Protected B when complete

Canadian-controlled private corporations throughout the tax year

Aggregate investment income
from Schedule7 ............ m

Foreign non-business income tax credit from line 632 onpage8 .....................

x3067% = ................

Foreign investment income
from Schedule7 ............ m x8.0% =

Subtotal (amount B minus amount C) (if negative, enter "0")

Amount A minus amount D (if negative, enter "0")

Taxable income fromline 360 0npage 3 ........ ...ttt itiiirienenenreieans

177,226 F

Amount from line 400, 405, 410, or 427 (428 instead of 427
for tax years starting after 2018) on page 4, G
whicheveristhe 1east ..............oveiirernneenn.. 165,562

Foreign non-busir;ess
income tax credit from
line 632 onpage8.... 622 X 25862 = 1,609 H

Foreign business income
tax credit from line 636 % 4= |
onpage8............ _— .-

Subtotal (add amounts G to I) 167,171 »

167,171 J

Subtotal (amount F minus amount J)

10,055 K x 30.67% = 3,084 |

Part | tax payable minus investment tax credit refund (line 700 minus line 780 from page 9) ........

Refundable portion of Part | tax — Amount E, L, or M, whicheveristheleast ...................

15,644 N

— Refundable dividend tax on hand (for tax years starting before 2019)

Refundable dividend tax on hand at the end of the previous tax year 460

Dividend refund forthe previoustaxyear . ........... .. ... i i il 465

Refundable portion of Part | tax fromline450above .............. ... ... ... . .ol

Total Part IV tax payable fromSchedule 3 . ....... ... ... i

Net refundable dividend tax on hand transferred on an amalgamation or the wind-up
OF @ SUBSIIAIY. . . .+« v vt e ee e e et e et e e et et e et e 480

Subtotal (amount P plus amount Q plus line 480)

Refundable dividend tax on hand at the end of the tax year — Amount O plus amount R

— Dividend refund (for tax years starting before 2019)

Private and subject corporations at the time taxable dividends were paid in the tax year

Taxable dividends paid in the tax year from line 460 on page 3 of Schedule 3. . .. ... ..

%x38.33% = S

Refundable dividend tax on hand at the end of the tax year from line 485 above

Dividend refund — Amount S or T, whichever is less

Enter amount U on line 784 on page 9.
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31
Protected B when complete:

— Refundable dividend tax on hand (for tax years starting after 2018)
Refundabile dividend tax on hand (RDTOH) at the end of the previous taxyear ............. m 8,698
Dividend refund forthe previous taxyear ............ ... ... i i, m
Net RDTOH transferred on an amalgamation or the wind-up of a subsidiary. ............... 480
Subtotal (line 460 minus line 465 plus line 480) 8,698 » 8,698 A
General rate income pool (GRIP) at the end of the previous tax year (from line 100 of schedule 53) ........................ B
Total eligible dividends paid in the previous tax year (from line 300 of schedule 53) ............... c
Total excessive eligible dividend designation in the previous tax year (from line 310 of Schedule 53) D
Subtotal (amount C minus amount D) (if negative, enter "0") > E
Net GRIP at the end of the previous tax year (amount B minus amount E) (if negative, enter "0") .. .. F
GRIP transferred on an amalgamation or the wind-up of a subsidiary G
(total of lines 230 and 240 of schedule 53). . . .. ... o it e
Subtotal (amount F plus amount G) > H
Amount H mUIIPEd By 38 1/3% . . ..o o ittt e e e |
Eligible refundable dividend tax on hand (ERDTOH) at the end of the previous tax year (for the first tax year starting after
2018, amount A or |, whichever is less, otherwise, use line 530 of the precedingtaxyear) .......................... m 8,698
Non-eligible refundable dividend tax on hand (NERDTOH) at the end of the previous tax year (for the first tax year starting
after 2018, amount A minus amount |, otherwise, use line 545 of the preceding tax year) (if negative, enter"0"). .. ....... m K
Part IV tax payable on taxable dividends from connected corporations (amount 2G from Schedule 3) L
Part IV tax payable on eligible dividends from non-connected corporations (amount 2J from Schedule 3) 4,241 Mm
Subtotal (amount L plus amount M) 4,241 » 4,241 N
Net ERDTOH transferred on an amalgamation or the wind-upof asubsidiary ................ ... .. ... . ... ..., @ o
EROTOH dividend refund for the previous taX YA . . . . .. ... uvtntt ittt ittt a e e e iee e 570 P
Refundable portion of Part | tax (from in@ 450 0N page B) . ... ......ouuiniiii ittt iiie it Q
Part IV tax before deductions (amount 2AfromSchedule 3) ....... ...t 4,241 R
Part IV tax allocated to ERDTOH (amMOUNt N). . .. ..o vttt it etet e eeeeeeaeaeaenenn 4,241 s
Part IV tax reduction due to Part IV.1 tax payable (amount 4D of Schedule 43). . ................. T
Subtotal (amount R minus total of amounts S and T) > u
Net NERDTOH transferred on an amalgamation or the wind-upof asubsidiary ............ ... ... ... . .. .. oL m v
NERDTOH dividend refund for the Previous taX YBAF .. .. .. ...t 'eutuenenananan et et et e enatanananannn, 575 W
38 1/3% of the total losses applied against Part IV tax (amount2D fromSchedule 3) ......... ... ... .. ... il X
Part IV tax payable allocated to NERDTOH, net of losses claimed (amount U minus amount X) (if negative enter “0") .. ........ Y
NERDTOH at the end of the tax year (total of amounts K, Q, V, and Y minus amount W) (if negative, enter"0") ........ m
Part IV tax payable allocated to ERDTOH, net of losses claimed (amount N minus the amount, if any, by which amount X 4241
exceeds amount U) (if negative, @nter "0") .. ... .. i e it e T z z
ERDTOH at the end of the tax year (total of amounts J, O, and Z minus amount P) (if negative, enter "0") m 12,939
—— Dividend refund (for tax years starting after 2018)
38 1/3% of total eligible dividends paid in the tax year (amount 3Afrom Schedule 3) .. ............ ... ... oot AA
ERDTOH balance at the end of the tax YEar (N8 530) . . . ... v .. v ettt et e e e, 12,939 BB
Eligible dividend refund (amount AA or BB, WhiChEVET IS 1ES8) . ... ... .. ...uueorreeneeeane et e e eaaeeeenns cc
38 1/3% of total non-eligible taxable dividends paid in the tax year (amount 3B from Schedule 3) ...................... DD
NERDTOH balance atthe end of the taxyear (line545) .. .......... it i i i it et e iiaanes EE
Non-eligible dividend refund (amount DD or EE, whicheverisless) ............. ... i i iiiniennanen FF
Amount DD minus amount EE (if negative, enter"0") . . . ... .. i i e e et GG
Amount BB minus amount CC (if NEGALIVE, BNLEI"0") ... ...ttt t ettt ettt e ettt et e te et e e a e 12,939 HH
Additional non-eligible dividend refund (amount GG or HH, whicheverisless) ................. ... ... iiiiinn, L
Dividend refund — Amount CC plus amount FF plus amount il . ......... ... .. i it <
Enter amount JJ on line 784 on page 9.
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Protected B when complete
— Part | tax

Base amount Part | tax — Taxable income from page 3 (line 360 or amount Z, whichever applies) multiplied by 38% ... ... @ 67,346 A

Additional tax on personal services business income (section 123.5)

Taxable income from a personal services busingss .......................... @ X 5.00 % = m B

Recapture of investment tax credit from Schedule 31 .. ... ... .. . i e e m C

Calculation for the refundable tax on the Canadian-controlled private corporation's (CCPC) investment income
(if it was a CCPC throughout the tax year)

Aggregate investment income fromline 440 onpage6 .................c i,

Taxable income from line 360onpage3 .................covvn.. 177,226 E
Deduct:

Amount from line 400, 405, 410, or 427 (428 instead of 427 for tax years 1
starting after 2018) on page 4, whicheveristheleast ............... 65,562 F

Net amount (amount E minus amount F) 11,664 > 11,664 G

Refundable tax on CCPC's investment income — 10.67% of whichever is less: amountDoramountG ................. m H
Subtotal (add amounts A, B, C, and H) 67,346 1

Deduct:

Small business deduction fromfine4300npage 4 ..............c.iiiii .. 31,4574
Federaltax abatement ....... ... ... .. . L i 608 17,723
Manufacturing and processing profits deduction from Schedule 27 ..................... 616

Investment corporationdeduction . .. ... ... .. .. i e

Taxed capital gains m

Federal foreign non-business income tax credit from Schedule 21
Federal foreign business income tax credit from Schedule 21 .........................
General tax reduction for CCPCs from amountlonpage5 ...........................
General tax reduction fromamountPonpage5 ...................cciiviiiiiniinn.
Federal logging tax credit from Schedule 21 ........ ... ... ... ... ... ... .. .. ...
Eligible Canadian bank deduction undersection 125.21 .. . ....................c.u..t.
Federal qualifying environmental trusttaxcredit . ................... ... .. ... ... ...,

Investment tax credit from Schedule 31 . ... ... . . e e 2,000
51,802 » 51,802 K

620

622

Part | tax payable — Amount I mInus amount K .. .. ... L e e e e 15,544 L

Enter amount L on line 700 on page 9.

— Privacy statement

Personal information (including the SIN) is collected for the purposes of the administration or enforcement of the Income Tax Act and related programs and
activities such as administering tax and benefits, audit, compliance, and collection. Personal information may be shared for purposes of other federal acts
that provide for the imposition and collection of a tax or duty. Personal information may also be shared with other federal, provincial, territorial or foreign
government institutions to the extent authorized by law. Failure to provide this information may result in interest payable, penalties or other actions. Under
the Privacy Act, individuals have the right to access their personal information, request correction, or file a complaint to the Privacy Commissioner of Canada
regarding the handling of the individual’s personal information. Refer to Personal Information Bank CRA PPU 047 at canada.ca/cra-info-source.
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r Summary of tax and credits
Federal tax

Part | tax payable from amount L on page 8
Part Il surtax payable from Schedule 46 . . . ... ... ... .. e e
Part [I1.1 tax payable from Schedule 55 . . .. ... ... . e e
Part IV tax payable from Schedule 3 . . ... ... .. 4,241
Part IV.1 tax payable from Schedule 43 . . ... ... . . e e e
Part Vi tax payable from Schedule 38 . .. ... ... e
Part VI.1 tax payable from Schedule 43 . .. .. ... ... e
Part XlIl.1 tax payable from Schedule 92 . . . . ... ... e e
Part XIV tax payable from Schedule 20 . . ... ... .. . e

15,544

Total federal tax 19,785
Add provincial or territorial tax:
Provincial or territorial jurisdiction . .. ............... ON
(if more than one jurisdiction, enter "multiple” and complete Schedule 5)
Net provincial or territorial tax payable (except Quebecand Alberta) . . ................oiiiriiiiiniiiinernnenn. 760 3,999
Total tax payable R&{\] 23,784 A
Deduct other credits:
Investment tax credit refund from Schedule 31 .............. ... ... ... ...,
Dividend refund from amountUonpage 6 ordJonpage7........................
Federal capital gains refund from Schedule 18 ................ ... ... ... ......
Federal qualifying environmental trust tax creditrefund ...........................
Canadian film or video production tax credit (Form T1131) ........................
Film or video production services tax credit (Form T1177) .. ................c..c\. ..
Canadian journalism labour tax credit from Schedule 58 ..........................
Taxwithheldatsource ............co ittt i it
Total payments on which tax has been withheld . . ... m
Provincial and territorial capital gains refund from Schedule 18 ..................... 808
Provincial and territorial refundable tax credits from Schedule 5 .................... 812
Taxinstalments paid. ... ... .o e e e e 840
Total credits i) > B
Balance (amount A minus amount B) 23,784
Refund code D Refund 4—— |If the result is negative, you have a refund.
If the result is positive, you have a balance owing.
R Enter the amount on whichever line applies.
Direct deposit request Generally, we do not charge or refund a difference
To have the corporation’s refund deposited directly into the corporation's bank of $2 or less.
account at a financial institution in Canada, or to change banking information you , 23784
already gave us, complete the information below: Balance owing .......... :
D Start D Change information 910 For information on how to make your payment, go to
Branch number canada.ca/payments.
Institution number Account number
If the corporation is a Canadian-controlled private corporation throughout the tax year, does it qualify for the Y N
one-month extension of the date the balance of taxis dUE? .. ..............o'iuiieimreanenennnnnnnnn, 896 es D 0 D
If this retum was prepared by a tax preparer for a fee, provide their EFILE number ................................ m AS583
— Certification
l m Richard Jessy m Manager ,
Last name First name Position, office, or rank

am an authorized signing officer of the corporation. | certify that | have examined this return, including accompanying schedules and statements, and that
the information given on this return is, to the best of my knowledge, correct and complete. | also certify that the method of calculating income for this tax
year is consistent with that of the previous tax year except as specifically disclosed in a statement attached to this return.

BEE 202011211 956 | (705) 372-2815
Date (yyyy/mm/dd) Signature of the authorized signing officer of the corporation Telephone number

Is the contact person the same as the authorized signing officer? If no, complete the information below .......... 957 Yes El No D
Name of other authorized person Telephone number

— Language of correspondence — Langue de correspondance

Indicate your language of correspondence by entering 1 for English or 2 for French. m II]
Indiquez votre langue de correspondance en inscrivant 1 pour anglais ou 2 pour frangais.
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/18¢hedule
Code 190

Net Income (Loss) for Income Tax Purposes Protected |
when complete

Corporation’s name Business number Tax year-end
Year Month  Day
HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELEGFBMQ & PRUEARAT 2019/12/31

« Use this schedule to reconcile the corporation’s net income (loss) as reported on the financial statements and its net income (loss) for tax purposes. For more
information, see the T2 Corporation income Tax Guide.

» All legislative references are to the Income Tax Act.

Net income (loss) after taxes and extraordinary items from line 9999 of Schedule 125..............ccccoeuenee. 244,337
Add:

Provision for income taxes — current .............cccecvueveereveensenne 101 28,921

Provision for income taxes — deferred ..............cccocourernuene. m 6,000

Amortization of tangible assets .............c.ccccceerenerearerennne 104 112,207

Amortization of intangible assets............ccccoeveerreerrenreenne m 2,364

Loss on disposal of assets...........ccvevrrereerrerensecrencennns 111 737

Taxable capital gains from Schedule 6 ............cocoecereeeerreneee. 2,365

AmountDonpage 3..........ceievimnicninnininnnnesennens
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191,799

Amount A plus lin@ 500..........c.c.cceerrirrreirce et s e ere e 436,136 ¢
Deduct:

03 146,307

Y

Capital cost allowance from Schedule 8 ................cccoevennnen.

AMOUNt E 0N PAGE 4 ..o eereeresaesenn @ 99,174
Total (lines 401 to 499) L} 245481 ) 245,481

Net income (loss) for income tax purposes (amount B minus line 510)................ccccceeeerernnnen. 190,655 ¢
Enter amount C on line 300 on page 3 of the T2 return.

Add:

Other additions:

Description Amount

Dividend income per T3 (M-5) 11,064
Interest per T3 (M-5) 18,958
Foreign income per T3 (M-5) 9,183
If you need more space, attach additional schedules. Total of column 2 39,205 Sl 296 39,205

Total of lines 201 to 249 and line 296 ............c.cceuenuee 39,205 D
Enter amount D on line 199 on page 1.

Deduct:

Other deductions:

T2SCH 1 E (19)
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31

Description Amount
705 395
Unrealized gains from revaluation of assets 57,802
Mutual Fund income {acct 34405.000020) 36,826
Gain on investment per financial statements (acct 34340) 4,546
Total of column 2 99,174

If you need more space, attach additional schedules.

Total of lines 300t0 345and liN@ 396 .........cccoveevercceniiiininicrees

Enter amount E at line 499 on page 2.
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31

Canada Revenue Agence du revenu
gl = Agece &1 BALANCE SHEET INFORMATION Schedule 10!
Cash and deposits 1000 1,417,780 1,288,437
Accounts Receivable 1060 2,336,126 1,725,275
Inventories 1120 123,828 113,255
Future income taxes - shown long-term 2421 2,000 8,000
Prepaid expenses 1483 7?,;85 7_9,,888
Land 160 ,600 ,60
Buildings 1680 197,859 206,429
Machinery, equipment, furniture and fixtures 1740 1,242,067 1,197,204
Goodwill 2012 828 3,192
Other long term assets 2420 293,391 293,116
Motor vehicles 1742 112,375 128,921
Fumiture and fixtures 1787 83,370 36,616
Long term investments 2300 1,559,244 1,715,003
Other tangible capital assets 1900 72,532 61,624
Total assets 2599 7,528,485 6,864,556
Bank overdraft 2600 1,000,000 1,250,000
Amounts payable and accrued liabilities 2620 2,131,938 1,762,176
Other current liabilities 2960 80,040 82,140
Due to related parties - current amounts 2860 544,362 309,955
Deferred income - shown long-term 3220 97,892 87,523
Other long term liabilities 3320 57,975 17,803
Taxes payable 2680 23,784 6,803
Total liabilities 3499 3,935,991 3,516,400
DLk oo e o R Sl ; R e Ea g o [ Code | Currentyear | Prioryear
Common shares 3500 10,000 10,000
Retained eamings / deficit 3600 3,582,494 3,338,156
Total equity 3620 3,592,494 3,348,156
Total liabilities and equity 3640 7,528,485 6,864,556
Retained eamings/deficit-start _ 3660 3,338,157 3,239,222
Net income / loss * 3680 244,337 98,934
Total retained earnings 3849 3,582,494 3,338,156

*The amount on line 3680 must equal the amount on line 9999 of S125 or S140 without considering line 9998.
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31

l*l e e INCOME STATEMENT INFORMATION Schedule 12!

Operating name, if different from the corporations' legal name

0001
Description of operation, if filing multiple Schedules 125

0002
Sequence number

0003

Trade sales of goods and services 8000 10,269,000 9,902,315
Total sales of goods and services 8089 10,269,000 9,902,315
Investment revenue 8090 85,098 14,195
Other revenue 8230 1,004,806 703,763
Realized gains / losses on disposal of assets 8210 (737) 34,407
Total revenue 8299 11,358,167 10,654,680
Opening inventory 8300

Purchases / cost of materials 8320 9,042,549 8,702,931
Cost of sales 8518 9,042,549 8,702,931
Gross profit / loss (item 8089 - item 8518) ~ 8519 1,226,451 1,199,384

3 Jpera Q expe % pde 2 R Prio &4

Amortization of intangible assets 8570 2,364 3,232
Amortization of tangible assets 8670 112,207 120,782
Interest on long term debt 8714 84,264 92,863
Management and administration fees 8871 623,835 627,140
Repairs and maintenance 8960 474,760 482,950
Other expenses 9270 796,732 478,064
Total operating expenses 9367 2,094,162 1,805,031
Total expenses 9368 11,136,711 10,507,962
Net non-farming income 9369 221,456 146,718
Grains and oilseeds 9370

Total farm revenue 9659

Crop expenses. ] —Teee0 |

Total farm expenses 9898

Net farm income 9899

Net income / loss before taxes and extraordinary items 9970 221,456 146,718
Other comprehensive income

Revaluation surplus 7000

Defined benefit gains/losses : 7002+ +

Foreign operation translation gains/losses 7004+ +

Equity instruments gains/losses ) 7006 + +

Cash flow hedge effective portion gains/losses __To008+ +

Income tax relating to components of other comprehensive income 7010+ +

Miscellaneous other comprehensive income 7020 + +

Total - Other comprehensive income =

Summary

Complete this section if only one Schedule 125 is filed, Schedule 140 is used to
summarize the information from multiple Schedules 125.

Extraordinary items ] 9975- -
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31

Legal settlements _ 9978- =
Unrealized gains / losses ] ] 9980 + 57,802 + (17,656
Unusual items =i - 9985- -
Current income taxes ] _ 9990- 28,921 - 22,12¢
Future income tax provision ~ 9995- 6,000 - 8,00(
Total - Other comprehensive income ) _ 9998 + +
Net income / loss after taxes and extraordinary items B ' 9999 = 244,337 = 98,93¢
Version 2020.1.1 GP77 - RETAIN ON FILE. DO NOT SUBMIT TO THE CRA. Page2c
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31

I* Canada Revenue  Agence du revenu Schedule 1
Agency du Canada code 10
: Protected
Notes Checklist when complel

Corporation’s name Business number Tax Year End
Year Month Da
HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DI [89053 4811 RC 0001 2,0,1,9 | 1,2 |3 [

* Parts 1, 2, and 3 of this schedule must be completed from the perspective of the person (referred to in these parts as the accountant) who prepared or
reported on the financial statements. If the person preparing the tax return is not the accountant referred to above, they must stilt complete Parts 1, 2, 3, and
4, as applicable.

» For more information, see Guide RC4088, General Index of Financial information (GIFI) and T4012, T2 Corporation — Income Tax Guide.

* Complete this schedule and include it with your T2 return along with the other GIFI schedules.

— Part 1 - Information on the accountant who prepared or reported on the financial statements

Does the accountant have a professional designation? . ... .................uenee e e 095 ALY No D
Is the accountant connected* with the corporation? . ... ........... ... ouuurrune i e 097 AL D No
Note

If the accountant does not have a professional designation or is connected to the corporation, you do not have to complete Parts 2 and 3 of
this schedule. However, you do have to complete Part 4, as applicable.

* A person connected with a corporation can be: (i) a shareholder of the corporation who owns more than 10% of the common shares; (ii) a director, an
officer, or an employee of the corporation; or (jii} a person not dealing at arm's length with the corporation.

— Part 2 — Type of involvement with the financial statements

Choose the option that represents the highest level of involvement of the accountant:
Completed an auditor's FEPOMt . .. ... ... . 1
Completed a review engagement report . .. ......... .. .. ittt 2 D
Conducted a compilation engagement . .. ... ... ... 3 D

-— Part 3 — Reservations

If you selected option 1 or 2 under Type of involvement with the financial statements above, answer the following question:
Has the accountant expressed @ reservation? ... ... .............uueuen e [ ves D No

— Part 4 — Other information

If you have a professional designation and are not the accountant associated with the financial statements in Part 1

above, choose one of the following options: 110
Prepared the tax retum (financial statements prepared by client) ............ ... .. it 1
Prepared the tax return and the financial information contained therein (financial statements have notbeen prepared) ....................... 2 D

Were notes to the financial statements prepared? .. ........... ... ... ... i (Ll Yes No D

If yes, complete lines 104 to 107 below:

T2SCH 141 E 118&
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31
Protected B when complet

_ Part 4 — Other information (continued)

Impairment and fair value changes

In any of the following assets, was an amount recognized in net income or other comprehensive income (OCl) as a result

of an impairment loss in the tax year, a reversal of an impairment loss recognized in a previous tax year, or a change in fair

value dUNNG the taX YBaI T . . .. .. i e e m Yes D No El

If yes, enter the amount recognized: In net income In OCI
Increase (decrease) Increase (decrease)

Property, plant, and equipment ... ...................

Intangibleassets . .. .............. ... .. oLl

Investmentproperty .............. ... ... il 220

Biologicalassets . ............... ... ... oo, 225

Financialinstruments ............................. 230 231

Lo U 235 236
Financial instruments
Did the corporation derecognize any financial instrument(s) during the tax year (other than trade receivables)? ......... XY ves D No E
Did the corporation apply hedge accounting during thetaxyear?............ ... ... ... . i @ Yes D No E
Did the corporation discontinue hedge accounting during thetaxyear? .......... ... ... .. .. ... .. i, m Yes E] No E
Adjustments to opening equity
Was an amount included in the opening balance of retained earnings or equity, in order to correct an error, to recognize a
change in accounting policy, or to adopt a new accounting standard in the currenttaxyear? ........................ Yes D No E

If yes, you have to maintain a separate reconciliation.
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # ****#4811 Year-end: 2019/12/31
l*l Canada Revenue  Agence du revenu Protected E
Agency du Canada when completec

Information Return for Corporations Filing Electronically
e You have to complete this return for every initial and amended 72 Corporation Income Tax Return electronically filed to the Canada Revenue
Agency (CRA) on your behalf.

e By completing Part 2 and signing Part 3, you acknowledge that, under the Income Tax Act, you have to keep all records used to prepare your
corporation income tax retum, and provide this information to us on request.

Part 4 must be completed by either you or the electronic transmitter of your corporation income tax return.

Give the signed original of this retum to the transmitter and keep a copy in your own records for six years.

Do not submit this form to the CRA unless we ask for it.

We are responsible for ensuring the confidentiality of your electronically filed tax information only after we have accepted it.
— Part 1 — Identification

Corporation's name Business number
HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIB| + + « + « 481 1RCOGO0GO0 1
From M D v To M D
Taxiyear P 2,0,1,9]0,1]0,1[2,0,1,9]1,2]3,1| Isthisanamendedretum?............ [X]ves [ ] Mo

— Part 2 - Declaration
Enter the following amounts, if applicable, from your corporation income tax return for the tax year noted above:

Net income (or loss) for income tax purposes from Schedule 1, financial statements, or GIFI (line300) ................... 190,655
Part 11aX Payable (18 700) . .. ... .. .ueen et er et e en e et e e e e e e e e e e e e e 15,544

Part Il surtax payable (i@ 70B) . ...........iuiiniitiiiitti ittt eeeeerens e eananeneessonesnensenseneannns
Part .1 tax payable (e 710) . ... oottt ittt ettt e e e e ettt e,
Part [V tax payable (e 712) . ......o.uoi ittt ittt et ittt ettt i etesreneneeneanrenenesans 4,241
Part IV.1tax payable (lNe 716) .. .......uiniiiii ittt i i ittt ettt it et e easenennenenanens
Part VItax payable (08 720) . : s cxs s mmummme s s 5565 summmes s 5 5 85 60mmuimins 55§ § 5 s s § 65555 % biboemiiam o e s o s s s aecrsosmis oo s
Part V1.1 1ax payable(liVe’724) ... . . . g, wsqummesiszs 5 sommnmr 55 555 5 Suimaes o 55 56 5 DREESN £ 5 5555 § MOASEHEE 85§ 55 LORERET § §
Part XIV tax payable (e 728) ..........iuiuiiiiiitririr ettt e et e e e e e teanenanrararararrneneneans
Net provincial and territorial tax payable (liIne 760) . ...........cooiiiiiiii ittt et eninrrnennenernenns 3,999

— Part 3 — Certification and authorization

| understand that by providing an email address, | am registering the corporation for the ‘Manage online mail' service. | understand and agree that all
notices and other correspondence eligible for electronic delivery will no longer be printed and mailed. The CRA will notify the corporation at this email
address when they are available in My Business Account and requiring immediate attention. They will be presumed to have been received on the date that
the email is sent.

Emall address for online mail (optional):
L Richard Jessy Manager

Last name First name Position, office, or rank K
am an authorized signing officer of the corporation. | certify that | have examined the corporation T2 income tax retum, including accompanying schedules
and statements, and that the information given on the T2 retum and this T183 Corp information retumn is, to the best of my knowledge, correct and
complete. | also certify that the method of calculating income for this tax year is consistent with that of the previous tax year except as specifically
disclosed in a statement attached to this retumn.
| authorize the transmitter identified in Part 4 to electronically file the corporation income tax retumn identified in Part 1. The transmitter can also modify the
information originally filed in response to any errors Canada Revenue Agency identifies. This authorization expires when the Minister of National Revenue
accepts the electronic retum as filed.

2020/12/11 (705) 372-2815

Date (yyyy/mm/dd) Signature of an authorized signing officer of the corporation Telephone number

— Part 4 — Transmitter identification

The followina transmitter has electronically filed the tax return of the corporation identified in Part 1.
Baker Tilly HKC A5583

Name of person or fim Electronic filer number

— Privacy statement
Personal information is collected under the Income Tax Act to administer tax, benefits, and related programs. It may also be used for any purpose related to
the administration or enforcement of the Act such as audit, compliance and the payment of debts owed to the Crown. it may be shared or verified with other
federal, provincialfterritorial government institutions to the extent authorized by law. Failure to provide this information may result in interest payable,
penalties or other actions. Under the Privacy Act, individuals have the right to access their personal information and request correction if there are errors or
omissions. Refer to Info Source cra.gc.ca/gney/tp/nfsrc/nfsrc-eng.html, personal information bank CRA PPU 047.

Bel
T183 CORP E (16) (Vous pouvez obtenir ce formulaire en frangais a arc.gc.cafformulaires ou en composant le 1-800-959-7775.) Canada
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31

Summary Tax Summary

Corporation name HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEA
Tax year ending2019/12/31

Taxable income Tax payable
Net income for tax purposes ) ) 190,655 Partitax o . 15,
Charitable donations and gifts N - Taxable dividends received 11,064
Taxable dividends_ - 11,064 | GRIP at the end of the tax year
Losses of prior years - 2,365 | LRIP at the end of the tax year
Other adjustments 1 Part llL.1 tax +
Taxable income = 177,226 Part IV tax + 4,241
Other federal tax payable +
Part ) tax Subtotal = 19,785
38%of taxable income . - 67,346 p,yincial and territorial tax (excopt AB,QC) + 3,999
Sunax - hd Provincial tax on large corporations (NB,NS) +
Ricagtuﬁgj lr_westlna_rllag credlt + h ' Tax payable + 23 7w
Refundable tax on CCPC investment income _ o+ *
Active business income 165,562 Tax instalments paid -
Small business deduction . hd 31,457 Invast_me_r_\t_ tax credit refund hd
Federal tax abatement - 17,723 Taxable dividend paid (taxation years that begin before 2019)
Manufacturing and proeesﬁg deduction o -
Additional deduction - credit unions . - Eligibte dividend paid
Foreign tax credits _ . - 622 | Non-eligible dividend paid
Investment tax credit _ - 2,000 Dividend refund (taxation years that begin before 2019) -
Other deductions and credits _ - Dividend refund - eligible dividend
Partitax = 15,544 | Dividend refund - non-gligible dividend
Other refundable credits
Balance owing (refund) on federal return = 23,784W
Provincial income tax and registration fee (AB,QC)
Capital and other provincial taxes _ +
Tax instalments and credits - R -
Other provincial taxes =
Total balance owing (refund) 23 784J
Provincial tax % Provincial Capital and other Tax instalments
allocation Taxable income Income tax provincial taxes and credits Net provincial tax
Newfoundland
Prince Edward iIsland
Nova Scotia
New Brunswick
Ontario 100.0000 177,226 3,999 3,999
Manitoba
Saskatchewan
British Columbia
Yukon Territory
Northwest Territories
Nunavut
Schedule 5 provincial tax payable 3,999
Alberta
Québec
Totals 3,999 3,999
Loss continuity Current year Caryforward Other carryforwards
cary back end of year Capital dividend account
Capital _ 32,887 | RDTOH (taxation years that begin before 2019)
Non-capital _ ERDTOH 12,939
Farm NERDTOH
Restricted farm Unused Part 1.3 tax credit
Limited partnership ) Foreign business tax credits
Listed personal property Donations and gifts
Investment tax credits
Ontario S510 {CMT) losses
Ontario $510 (CMT) credit
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File: HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE HEARST CRA Business # 890534811 Year-end: 2019/12/31

5 Year Tax Summary

Years Ending: 2019/12/31 2018/12/31 2017/12/31 2016/12/31 2015/12/31
Taxable income
_Net Income for tax purposes 190,655 144,441 8,288 21,792 13,794

8.953 5,970

Charitable donations and gifts
Taxable dividends

Losses of other years

Other adjustments

|

11.064
2,365

177,226

8478
8,071

622
10,26

MTYLENE
WiH ]
YOO
WM (]
[H’

135.488
132.514

Taxable income

2.318

Active business income

Part | tax
38% of taxable income 67.346 51,485 881 3,067 3,901
Surtax L + + + + +
Recapture of investment tax credit o + * + + +
Refundable tax on CCPC
investment income . + i s + A
Small business deduction_ - 31457 - 23,853 - - -

Federal tax abatement X 17.723 - 13,549 - 232 - 807 - 1,027
Manufacturing and processing
deduction - -
Additional deduction
- creditunions ) -
Fareign tax credits - 622
Resource deduction

Political contribution tax credit
Investment tax credit

Other deductions and credits_

E

367 242 225 245

986
1,049

2,000
15.544

3,613
10,103

106
301

1,295

:

Part | tax

Tax payable
Part tax _ 15,544 10,103

Part Il.1 tax payable
Part IV tax 4,241 3432
13,635

2.288 2,009

2,000

|+ +|+
n)+|+|+
W|+|+|+
n|+|+|+

0+ +|+

Other federal tax payable

Subtotal 2.288

Provincial and territorial tax
(except AB,QC)
Provincial tax on large
corporations (NB,NS)

Tax instalments made
Investment tax credit refund
Dividend refund (taxation
years that begin before 2019)
Dividend refund - eligible dividend
Dividend refund - non-eligible dividend
Other refundable credits
Balance owing (refund)

Pravinclal income tax (AB,QC})
‘Capital and other provincial taxes _
Tax instalments and credits
Other provincial taxes

Total taxes owing (refund) 23,784 6,803 (12.253) (5,619) (7,303)

+
E
+
+
+
+

Tax payable 23,784 13,535 2,288 2,009

TR
e+
TR
T
Cpn+

7.628
(5.619)

8272
(7.303)

6,732
6.803

14,541
(12,253)

n|e [+
npe |+
ne |+
ni |+
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BN: 83053 4811 RC 0001

Notice

Notice

Notice

Notice

Notice

Notice

Preparer
sign-off

Preparer
sign-off

Preparer
sign-off

Preparer
sign-off

Preparer
sign-off

Preparer
sign-off

Preparer
sign-off

Override
Override

Override

Memo

Info

S8/13

S8Class/5

S8Class/6

S8Class/9

S8Class/10

Info

S8/5
S8/6
S8/9
S8/10
S8/13
S53
T2
Info
S53

Info

Name: HEARST POWER Date: 2020/12/11
DISTRIBUTION COMPANY
LIMITED/CORPORATION DE
DISTRIBUTION ELECTRIQUE DE
HEARST
under review for this tax year. For assistance, contact S

Corporation Internet Filing Helpdesk at 1-800-959-2803.

A special corporation status may be applicable for an Other
corporation. Please review.

For expenditures incurred before 2017, the CCA deduction per
year can be the greater of $500 and the amount otherwise
deductible for the year. Please review.

Please review if the newly-acquired depreciable asset is
qualified for Accelerated Investment Incentive Property. For
more information, please refer to 2018 Fall Economic
Statement and amended Reg. 1100 (2).

Please review if the newly-acquired depreciable asset is
qualified for Accelerated Investment Incentive Property. For
more information, please refer to 2018 Fall Economic
Statement and amended Reg. 1100 (2).

Please review if the newly-acquired depreciable asset is
qualified for Accelerated Investment Incentive Property. For
more information, please refer to 2018 Fall Economic
Statement and amended Reg. 1100 (2).

Please review if the newly-acquired depreciable asset is
qualified for Accelerated Investment Incentive Property. For
more information, please refer to 2018 Fall Economic
Statement and amended Reg. 1100 (2).

What is the corporation's main revenue-generating business
activity? (Press F6): "The CRA requires NAICS code be
reviewed every year to ensure the code best reflects the
activities of the corporation in the year."

Line 225: Cost of Aquisition form column 3 (AlIP)

Line 225: Cost of Aquisition form column 3 (AlIP)
Line 225: Cost of Aquisition form column 3 (AlIP)
Line 225: Cost of Aquisition form column 3 (AlIP)
Line 217: Capital cost allowance

Line 100: GRIP at the end of the previous tax year

Taxable income from page 3 (line 360 or amount Z, whichever
applies) (ProFile: 177,226)

If Other corporation, is corporation eligible for the small
business deduction? (ProFile: No)

Line 100: GRIP at the end of the previous tax year (ProFile:
72,928)

What is the corporation's main revenue-generating business
activity? (Press F6): "The CRA requires NAICS code be
reviewed every year to ensure the code best reflects the
activities of the corporation in the year."
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BN: 89053 4811 RC 0001 Name: HEARST POWER Date: 2020/12/11
DISTRIBUTION COMPANY

LIMITED/CORPORATION DE
DISTRIBUTION ELECTRIQUE DE
HEARST

activities of the corporation in the year.

Page 1 of 1
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Friday, December 11, 2020

Baker Tilly HKC

CBMN FINANCIAL SERVICES INC
1021 George street

Hearst, Ontario
POL 1NO

Mr Jessy Richard

HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE DISTRIBUTION ELECTRIQUE DE
HEARST

P.O. BAG 5000

HEARST ON POL 1NO

Dear Mr Richard:

We have transmitted the tax return for HEARST POWER DISTRIBUTION COMPANY LIMITED/CORPORATION DE
DISTRIBUTION ELECTRIQUE DE HEARST electronically to the Canada Revenue Agency (CRA) using Corporation
Internet Filing. The enclosed copy of the T2 return is for your records. We have prepared this return based on the
information you provided to us.

The T2 return shows a balance owing of $23,784.

If you have any questions about your return(s), please contact me at 705-362-4261.

Sincerely yours,

CBMN FINANCIAL SERVICES INC

Baker Tilly HKC

Enclosure
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Hearst Power Distribution Company Ltd 2021 Cost of Service Inc
EB-2020-0027 Exhibit 4 — Operating Expenses
December 11, 2020

Appendix C - PDF of PiLs Model
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E@ Ontario Energy Board

Income Tax/PlLs Workform for 2021 Filers

Version 1.20

Utility Name |Hearst Power Distribution Co. Ltd.
Assigned EB Number EB-2020-027
Name and Title Jessy Richard, General Manager
Phone Number 705-372-2820
Email Address jrichard@hearstpower.com
Date 2020-08-31

Last COS Re-based Year 2015

Note: Drop-down lists are shaded blue; Input cells are shaded green.

This Model is p by copyright and is being made available to you solely for the purpose of filing your rate application. You may use and copy this
model for thar 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,

i sale, i reverse il ing or other use or dlsssmlnatmn of this model without the express wnften
cunsent of the Ontario Energy Board is prohibited. If you provide a copy of this model to a person that is it isting you in preparing the e 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.

Page 123 of 152

Instructions

Purpose
The purpose of this workbook is to calculate the estimated Payment in Lieu of Taxes (PILs) for the Test Year. The
calculation of PILs for the Test Year is on tab TO and is based on the inputs on the other tabs.

Tab S Summary is a summary of the amounts to be transferred to the Data Input Sheet of the Revenue Requirement
Workform.

Tab S1 Integrity Checks must be completed after the completion of the PILs calculation in this workbook.

Methodology
To calculate the PILs for the Test Year:

1) input the balances from the income tax return of the Historical Year in tabs H1 to H13.
2) input the balances for the Bridge Year and the Test Year.
Inputs should include:

- non-deductible expenses (Schedule 1 - B1 and T1)

- loss carryforward (Schedule 4 - B4 and T4)

- capital cost allowance (Schedule 8 - B8 and T8)

- non-deductible reserves (Schedule 13 - B13 and T13)

3) make any other adjustments and inputs required so that the PILs amount calculated for the Test Year on tab TO is
reasonable.

Other Notes

Tabs HO to H13 relate to the Historical Year.
Tabs BO to B13 relate to the Bridge Year.
Tabs TO to T13 relate to the Test Year.

The amounts on tabs HO to H13 should agree to the tax return filed with the Canada Revenue Agency. Any CRA audit
adjustments or corrections should also be reflected.

Itis assumed the net income before tax for the Test Year is equal to the Return on Equity. Return on Equity is
calculated on tab A.

On tab "A. Data Input Sheet", input the "Rate Base" amount and "Return on Rate Base" amounts.




@ Ontario Energy Board

Income Tax/PlLs Workform for 2021 Filers

1. Info

S. Summary
A. Data Input Sheet

B. Tax Rates & Exemptions

Historical Year HO - PILs, Tax Provision Historical Year
H1 - Adj. Taxable Income Historical Year
H4 - Schedule 4 Loss Carry Forward Historical Year
H8 - Schedule 8 Historical
H13 - Schedule 13 Tax Reserves Historical

Bridge Year BO - PILs,Tax Provision Bridge Year
B1 - Adj. Taxable Income Bridge Year
B4 - Schedule 4 Loss Carry Forward Bridge Year
B8 - Schedule 8 CCA Bridge Year
B13 - Schedule 13 Tax Reserves Bridge Year

Test Year T0 PILs, Tax Provision Test Year
T1 Taxable Income Test Year
T4 Schedule 4 Loss Carry Forward Test Year
T8 Schedule 8 CCA Test Year
T13 Schedule 13 Reserve Test Year

1
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-

Income Tax/PlLs Workform for 2021 Filers

No inputs required on this worksheet.
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Income Tax/PlLs Workform for 2021 Filers

Integrity Checks

‘The applicant must ensure the following integrity checks have been completed and confirm this is the case in the table below, or provide an explanation if this is not the case:

Utility Confirmation

Item o Notes
7| The deoreciation and amortization added back In the aplication's PILs model aoree wih the numbers disclosed in the rate base section of the apolication v
2[The capital additions and deductions in the CCA Schedule 8 aaree with the rate base section for historical. bridae and test vears. [
Schedule 8 of the most recent federal T2 tax retumn filed with the application has a closing December 31 historical year UCC that agrees with the opening (January 1) bridge year
UCC. Ifthe amounts do not agree, then the applicant must provide a reconciliation with explanations. Distributors must segregate non-distribution tax amounts on Schedule 8. y
The CCA deductions in the application’s PILS tax model for historical, bridge and test years (as applicable) agree with the numbers in the CCA Schedule 8 for the same years ,
4fied in th
5 Loss carn-forwards. if anv. from orior vear tax retums' Schedule 4 aaree with those disdlosed in the apolication [
6[A discussion is included in the anolication as to when the loss carm-forwards if anv. will be full utiized v
‘CCA is maximized even ifthere are tax loss carry-forwards. Utity hadn' apply acceleraled investment incentve rate for 2019 since it was immaterial. Applied
Y for bridae and test vear
Giher post-employment benefits and pension expenses thal are added back on Schedule 1 10 reconcile accounting INcome (o Nel INcome for (ax puTPoSes agree with the OMBA
analysis for compensation. The amounts deducted are reasonable when compared with the notes to the audited financial statements, Financial Services Commission of Ontario y
8 reports. and actuarial valuations
9[The income tax rate used to calculate the tax expense is consistent wih the ulitv's actual tax facts and evidence fled in the application v
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K%j Ontario Energy Board

Income Tax/PlLs Workform for 2021 Filers

Test Year Bridge Year

Rate Base s $ 2,414,857 $ 2,267,024
Return on Ratebase
Deemed ShortTerm Debt % 4.00% T$ 96,594 W=s*T
Deemed Long Term Debt % 56.00% $ 1,352,320 X=S*U
Deemed Equity % 40.00% v § 965,943 y=s*v
Short Term Interest Rate 2.85% z $ 2,753 AC=W*Z
Long Term Interest 1.75% am $ 23,666 AD =X *AA
Return on Equity (Regulatory Income) 8.34% AB $ 80,560 AE=Y*AB T1
Return on Rate Base $ 106,978 AF = AC + AD + AE
Questions that must be answered Historical Year Bridge Year Test Year
1. Does the applicant have any Investment Tax Credits (ITC)? [ Yes [ Yes [ No
2. Does the applicant have any SRED Expenditures? [ No [ No [ No
3. Does the applicant have any Capital Gains or Losses for tax purposes? [ Yes [ Yes [ Yes
4. Does the applicant have any Capital Leases? [ No [ No [ No
5. Does the applicant have any Loss Carry-Forwards (non-capital or net capital)? [ Yes [ Yes [ Yes
6. Since 1999, has the applicant acquired another regulated applicant's assets? [ No [ No [ No
7. Did the applicant pay dividends? [ No [ No [ No

If Yes, please describe the tax treatment in the manager's summary.
8. Did the applicant elect to capitalize interest incurred on CWIP for tax purposes? [ No [ No [ No
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Ontario

Income Tax/PlLs Workform for 2021 Filers

Tax Rates
Federal & Provincial
As of MMM XX, 2019

Federal income tax

General Corporate Rate

Federal Tax Abatement
Adjusted Federal Rate

Rate Reduction
Federal Income Tax

Ontario Income Tax

Combined Federal and Ontario
Federal & Ontario Small Business
Federal Small Business Limit
Ontario Small Business Limit
Federal Small Business Rate
Ontario Small Business Rate

Notes

1. The Ontario Energy Board's proxy for taxable capital is rate base.
2. Regarding the small business deduction, if applicable,

a. If taxable capital exceeds $15 million, the small business rate will not be applicable.

Effective
January 1, 2015

Effective

Effective
January 1, 2016 January 1, 2017

Effective
January 1, 2018

Effective
January 1, 2019

Effective
January 1, 2020

38.00% 38.00% 38.00% 38.00% 38.00% 38.00%
-10.00% -10.00% -10.00% -10.00% -10.00% -10.00%
28.00% 28.00% 28.00% 28.00% 28.00% 28.00%
-13.00% -13.00% -13.00% -13.00% -13.00% -13.00%
15.00% 15.00% 15.00% 15.00% 15.00% 15.00%
11.50% 11.50% 11.50% 11.50% 11.50% 11.50%
26.50% 26.50% 26.50% 26.50% 26.50% 26.50%
500,000 500,000 500,000 500,000 500,000 500,000
500,000 500,000 500,000 500,000 500,000 500,000
11.00% 10.50% 10.50% 10.00% 9.00% 9.00%

4.50% 4.50% 4.50% 3.50% 3.50% 3.20%

b. If taxable capital is below $10 million, the small business rate would be applicable.
c. If taxable capital is between $10 million and $15 million, the appropriate small business rate will be calculated.
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Income Tax/PlLs Workform for 2021 Filers

PILs Tax Provision - Historical Year

Note: Input the actual information from the tax returns for the historical year. Wires Only
Regulatory Taxable Income H1 $ 190,655 [A
Combined Tax Rate and PILs Ontario Tax Rate (Maximum 11.5%) 4.01% B
Federal tax rate (Maximum 15%) 11.16% c
Combined tax rate (Maximum 26.5%) 15.17%|D = B+C
Total Income Taxes $ 28,922 |[E=A*D
Investment Tax Credits $ 2,000 [F
Miscellaneous Tax Credits $ 3,137 |G
Total Tax Credits $ 5137 [H=F+G
Corporate PlLs/Income Tax Provision for Historical Year $ 23,785 |I=E-H
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b
Ontaro

Income Tax/PILs Workform for 2021 Filers

Adjusted Taxable Income - Historical Year

Page 130 of 152

. Total for Legal Non-Distribution Historic
1251 line # Entity Eliminations Wires Only
lIncome before PlLs/Taxes (A+101 +102) 279,258 279,258
Additions:
Interest and penalties on taxes 103 0
Amortization of tangible assets 104 112,207 112,207
Amortization of intangible assets 106 2,364 2,364
Recapture of capital cost allowance from Schedule 8 107 0
Income inclusion under subparagraph 13(38)(d)(iii) from Schedule 10 108 0
Loss in equity of subsidiaries and affiliates 110 0
Loss on disposal of assets 111 737 737
Charitable donations and gifts from Schedule 2 112 0
Taxable capital gains from Schedule 6 113 2,365 2,365
Political contributions 114 0
Deferred and prepaid expenses 116 0
Scientific research expenditures deducted on financial statements 118 0
Capitalized interest 119 0
Non-deductible club dues and fees 120 0
Non-deductible meals and entertainment expense 121 0
Non-deductible automobile expenses 122 0
Non-deductible life insurance premiums 123 0
Non-deductible company pension plans 124 0
Tax reserves deducted in prior year 125 0
Reserves from financial statements — balance at the end of the year 126 0
Soft costs on construction and renovation of buildings 127 0
Capital items expensed 206 0
Debt issue expense 208 0
Development expenses claimed in current year 212 0
Financing fees deducted in books 216 0
Gain on settlement of debt 220 0
Non-deductible advertising 226 0
Non-deductible interest 227 0
Non-deductible legal and accounting fees 228 0
Recapture of SR&ED expenditures 231 0
Share issue expense 235 0
Write down of capital property 236 0
Amounts received in respect of qualifying environment trust per paragraphs 12(1)(z.1) and 12(1)(z.2) 237 0
Other additions
Interest Expensed on Capital Leases 295 0
Realized Income from Deferred Credit Accounts 295 0
Pensions 295 0
Non-deductible penalties 295 0
295 0
295 0
ARO Accretion expense 0
Capital Contributions Received (ITA 12(1)(x)) 0
Lease Inducements Received (ITA 12(1)(x)) 0
Deferred Revenue (ITA 12(1)(a)) 0
Prior Year Investment Tax Credits received 0
Dividend income per T3 11,064 11,064




Interest per T3 18,958 18,958

Foreign income per T3 9,183 9,183

0

0

0

0

0

0

0

Total Additions 156,878 156,878

|Deductions:

Gain on disposal of assets per financial statements 401 0

Non-taxable dividends under section 83 402 0

Capital cost allowance from Schedule 8 403 146,307 146,307

Terminal loss from Schedule 8 404 0

Allowable business investment loss 406 0

Deferred and prepaid expenses 409 0

Scientific research expenses claimed in year 411 0

Tax reserves claimed in current year 413 0

Reserves from financial statements - balance at beginning of year 414 0

Contributions to deferred income plans 416 0

Book income of joint venture or partnership 305 0

Equity in income from subsidiary or affiliates 306 0
Other deductions

Interest capitalized for accounting deducted for tax 395 0

Capital Lease Payments 395 0

Non-taxable imputed interest income on deferral and variance accounts 395 57,802 57,802

Mutual Fund Income 395 36,826 36,826

Gain on investment per Financial Statements 395 4,546 4,546

ARO Payments - Deductible for Tax when Paid 0

ITA 13(7.4) Election - Capital Contributions Received 0

ITA 13(7.4) Election - Apply Lease Inducement to cost of Leaseholds 0

Deferred Revenue - ITA 20(1)(m) reserve 0

Principal portion of lease payments 0

Lease Inducement Book Amortization credit to income 0

Financing fees for tax ITA 20(1)(e) and (e.1) 0

0

0

0

0

0

0

0

0

Total Deductions 245,481 245,481

Net Income for Tax Purposes 190,655 190,655

Charitable donations from Schedule 2 311 0

Taxable dividends received under section 112 or 113 320 0

Non-capital losses of previous tax years from Schedule 4 331 0

Net capital losses of previous tax years from Schedule 4 332 0

Limited partnership losses of previous tax years from Schedule 4 335 0

TAXABLE INCOME 190,655 190,655
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Income Tax/PlLs Workform for 2021 Filers

Schedule 4 Loss Carry Forward - Historical

Corporation Loss Continuity and Application

Actual Historical

Non-
Total Distribution | Utility Balance
Non-Capital Loss Carry Forward Deduction Portion
Actual Historical 0
Non-
Total Distribution | Utility Balance
Net Capital Loss Carry Forward Deduction Portion
32,887 32,887
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Income Tax/PlLs Workform for 2021 Filers

P

Schedule 8 - Historical Year

Class Class Description . U(.:C End of Year Less: Non-D_lstnbutlon UCC Regulated Historical Year
Historical per tax returns Portion
1 Buildings, Distribution System (acq'd post 1987) $ 187,937 187,937
1b Non-Residential Buildings [Reg. 1100(1)(a.1) election] -
2 Distribution System (acq'd pre 1988) $ 433,682 433,682
3 Buildings (acq'd pre 1988) -
6 Certain Buildings; Fences -
8 General Office Equipment, Furniture, Fixtures $ 68,470 68,470
10 Motor Vehicles, Fleet $ 40,318 40,318
10.1 Certain Automobiles -
12 Computer Application Software (Non-Systems) -
134 Lease #1 N
13, Lease # 2 $ _
13; Lease # 3 $ -
13, Lease # 4 $ -
14 Limited Period P Franchi Cor or Licences -
14.1 Eligible Capital Property (acq'd pre 2017) $ 5,533 5,533
14.1 Eligible Capital Property (acq'd post 2016) $ 982 982
17 Elec. Generation Equip. (Non-Bldng, acq'd post Feb 27/00); Roads, Lots, Storage -
42 Fibre Optic Cable -
43.1 Certain Clean Energy/Energy-Efficient Generation Equipment -
43.2 Certain Clean Energy/Energy-Efficient Generation Equipment -
45 Computers & System Software (acq'd post Mar 22/04 and pre Mar 19/07) $ 1 1
46 Data Network Infrastructure Equipment (acq'd post Mar 22/04) -
47 Distribution System (acq'd post Feb 22/05) $ 977,820 977,820
50 General Purpose Computer Hardware & Software (acq'd post Mar 18/07) $ 5,862 5,862
95 CWIP -
36 Land $ 7,600 7,600
SUB-TOTAL - UCC 1,728,205 1,728,205
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ezl
Ontario

Income Tax/PlLs Workform for 2

Schedule 13 Tax Reserves - Historical

Continuity of Reserves

. Historical Balance as Non-Distribution -
Description S Utility Only
per tax returns Eliminations
Capital gains reserves ss.40(1) | 0
Tax reserves not deducted for accounting purposes
Reserve for doubtful accounts ss. 20(1)(1) 0
Reserve for undelivered goods and services not 0
rendered ss. 20(1)(m)
Reserve for unpaid amounts ss. 20(1)(n) 0
Debt & share issue expenses ss. 20(1)(e) 0
Other tax reserves 0
0
0
0
0
0
Total 0 0 0
Financial Statement Reserves (not deductible for Tax Purposes)
General reserve for inventory obsolescence (non 0
specific)
General reserve for bad debts 0
Accrued Employee Future Benefits: 0
- Medical and Life Insurance 0
-Short & Long-term Disability 0
-Accmulated Sick Leave 0
- Termination Cost 0
- Other Post-Employment Benefits 0
Provision for Environmental Costs 0
Restructuring Costs 0
Accrued Contingent Litigation Costs 0
Accrued Self-Insurance Costs 0
Other Contingent Liabilities 0
Bonuses Accrued and Not Paid Within 180 Days 0
of Year-End ss. 78(4)
Unpaid Amounts to Related Person and Not 0
Paid Within 3 Taxation Years ss. 78(1)
Other 0
0
0
Total 0 0 0
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Nucra?
Oftano

Income Tax/PlLs Workform for 2021 Filers

PILS Tax Provision - Bridge Year

Regulatory Taxable Income

Tax Rate Small Taxes Effective Tax Rate
Business Payable
Rate (If
Applicable)
Ontario (Max 11.5%) 11.5% 3.2% $ 3,448 3.2%
Federal (Max 15%) 15.0% 9.0% $ 9,696 9.0%

Combined effective tax rate (Max 26.5%)

Total Income Taxes

Investment Tax Credits
Miscellaneous Tax Credits
Total Tax Credits

Corporate PILs/Income Tax Provision for Bridge Year

Note:

1. This is for the derivation of Bridge year PILs income tax expense and should not be used for Test year

revenue requirement calculations.
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Wires Only
A

12.20%|D=B +C

[§ 13144 |E=A*D

$ 2,000 |F
G
$ 2,000 |[H=F+G

$ 11,144 [I=E-H
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Income Tax/PlLs Workform for 2021 Filers

Ontario.

Adjusted Taxable Income - Bridge Year

Working
T281 line # Paper Reg:;ttzldfﬂrtility
Reference
Income before PILs/Taxes (A+101 +102) 130,600
Additions:
Interest and penalties on taxes 103
Amortization of tangible assets 104 140,000
Amortization of intangible assets 106 1,300
Recapture of capital cost allowance from 107 B8 0
Schedule 8 —
Income inclusion under subparagraph 108
13(38)(d)(iii)
Income or loss for tax purposes- joint
ventures or partnerships 109
Loss in equity of subsidiaries and affiliates 110
Loss on disposal of assets 111
gharitable donations and gifts from Schedule 112
Taxable capital gains 113
Political contributions 114
Deferred and prepaid expenses 116
Scientific research expenditures deducted on 118
financial statements
Capitalized interest 119
Non-deductible club dues and fees 120
Non-deductible meals and entertainment 121
expense
Non-deductible automobile expenses 122
Non-deductible life insurance premiums 123
Non-deductible company pension plans 124
Tax reserves deducted in prior year 125 B13
Reserves from financial statements- balance 126 B13
at end of year —
Soft costs on construction and renovation of
- 127
buildings
Capital items expensed 206
Debt issue expense 208
Development expenses claimed in current 212
year
Financing fees deducted in books 216
Gain on settlement of debt 220
Non-deductible advertising 226
Non-deductible interest 227
Non-deductible legal and accounting fees 228
Recapture of SR&ED expenditures 231
Share issue expense 235
Write down of capital property 236
Amounts received in respect of qualifying
environment trust per paragraphs 12(1)(z.1) 237
and 12(1)(z.2)
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Income Tax/PlLs Workform for 2021 Filers

Ontario.

Adjusted Taxable Income - Bridge Year

Other Additions
Interest Expensed on Capital Leases 295
Realized Income from Deferred Credit
295
Accounts
Pensions 295
Non-deductible penalties 295
295
295
ARO Accretion expense
Capital Contributions Received (ITA 12(1)(x))
Lease Inducements Received (ITA 12(1)(x))
Deferred Revenue (ITA 12(1)(a))
Prior Year Investment Tax Credits received
Total Additions 141,300
Deductions:
Gain on disposal of assets per financial
401
statements
Dividends not taxable under section 83 402
Capital cost allowance from Schedule 8 403 B8 164,164
Terminal loss from Schedule 8 404 B8 0
Allowable business investment loss 406
Deferred and prepaid expenses 409
Scientific research expenses claimed in year 411
Tax reserves claimed in current year 413
Reseryes_ from financial statements - balance 414 B13
at beginning of year —
Contributions to deferred income plans 416
Book income of joint venture or partnership 305
Equity in income from subsidiary or affiliates 306
Other deductions

Page 137 of 152



Eﬁ@ Ontario Energy Board

Income Tax/PlLs Workform for 2021 Filers

Ontario.

Adjusted Taxable Income - Bridge Year

Interest capitalized for accounting deducted
for tax

Capital Lease Payments 395
Non-taxable imputed interest income on
deferral and variance accounts

395

395

395
395

ARO Payments - Deductible for Tax when
Paid

ITA 13(7.4) Election - Capital Contributions
Received

ITA 13(7.4) Election - Apply Lease
Inducement to cost of Leaseholds

Deferred Revenue - ITA 20(1)(m) reserve
Principal portion of lease payments

Lease Inducement Book Amortization credit
to income

Financing fees for tax ITA 20(1)(e) and (e.1)

Total Deductions calculated 164,164

Net Income for Tax Purposes calculated 107,736
Charitable donations 311
Taxable dividends received under section 112 or
113 320
Non-capital losses of previous tax years from 331 B4 0
Schedule 4 —
Net capital losses of previous tax years from

332
Schedule 4
Limited partnership losses of previous tax years
from Schedule 4

|DJ
~
o

335

TAXABLE INCOME | | calculated | 107,736
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Income Tax/PlLs Workform for 2021 Filers

Corporation Loss Continuity and Application

Schedule 4 Loss Carry Forward - Bridge Year

Non-Capital Loss Carry Forward Deduction Total

Actual Historical H4 0
Amount to be used in Bridge Year B1 0

Loss Carry Forward Generated in Bridge Year (if any) B1 0

Other Adjustments

Balance available for use post Bridge Year calculated 0 T4
Net Capital Loss Carry Forward Deduction Total

Actual Historical H4 32,887
Amount to be used in Bridge Year

Loss Carry Forward Generated in Bridge Year (if any) B1

Other Adjustments

Balance available for use post Bridge Year calculated 32,887 T4
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Schedule 8 CCA - Bridge Year

@) (6)
2) . Cost of acquisitions ) L . ) Amoun.t from.column
Undepreciated . Cost of acquisitions | Adjustments and 5 that is assistance
. N during .
(O] Class Description Working Paper capital the year (new from column 3 that transfers (ente.r .recelved t.)r
Class Reference cost (UCC) at the are accelerated amounts that will [receivable during the
beginning of the pro!)erty must investment incentive| reduce the UCC as | year for a property,
bridge year be available for use, property (AlIP) negatives) subsequent to its
except CWIP) ! "
disposition
1 Buildings, Distribution System (acq'd post 1987) H8 $ 187,937
1b Non-Residential Buildings [Reg. 1100(1)(a.1) election] H8 $ -
2 Distribution System (acq'd pre 1988) H8 $ 433,682
3 Buildings (acq'd pre 1988) H8 $ -
6 Certain Buildings; Fences H8 $ -
8 General Office Equipment, Furniture, Fixtures H8 $ 68,470 | $ 7,500 | $ 7,500
10 Motor Vehicles, Fleet H8 $ 40,318
10.1 Certain Automobiles H8 $ -
12 Computer Application Software (Non-Systems) H8 $ -
13, Lease # 1 H8 $ -
13, Lease # 2 H38 $ -
13, Lease #3 H8 $ -
13, Lease # 4 H38 $ -
14 Limited Period Patents, Franchises, Concessions or Licences H8 $ -
14.1 Eligible Capital Property (acq'd pre Jan 1, 2017) H8 $ 5,533
141 Eligible Capital Property (acq'd post Jan 1, 2017) H8 $ 982
17 Elec. Generation Equip. (Non-Bldng, acq'd post Feb 27/00); Roads, Lots, Storage H8 $ -
42 Fibre Optic Cable H8 $ -
43.1 Certain Clean Energy/Energy-Efficient Generation Equipment H8 $ -
43.2 Certain Clean Energy/Energy-Efficient Generation Equipment H8 $ -
45 Computers & System Software (acq'd post Mar 22/04 and pre Mar 19/07) H8 $ 1
46 Data Network Infrastructure Equipment (acq'd post Mar 22/04) H8 $ -
47 Distribution System (acq'd post Feb 22/05) H8 $ 977,820 | $ 172,500 | $ 172,500
50 General Purpose Computer Hardware & Software (acq'd post Mar 18/07) H8 $ 5,862
95 CWIP H8 $ -
36 Land H8 $ 7,600
H8 $ -
H8 $ -
H8 $ -
H8 $ -
H8 $ -
H8 $ -
H8 $ -
TOTALS $ 1,728,205 | $ 180,000 | $ 180,000 | $ - $ -
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(7)
Amount from column
5 that is repaid

(8)

(9)
UCC (column 2 plus

(10)
Proceeds of
disposition available
to reduce the UCC of

(1)
Net capital cost
additions of AlIP

(12)
UCC adjustment for

(13)

UCC adjustment for
non-AllP acquired
during the year (0.5
multiplied by the

(17)
CCA (for declining
balance method, the

during the year for a Proceeds of column 3 plus or AlIP (column 8 plus acquired during the Relevant | AllP acquired during result of column 3 (14 (19) (16) result of column 9
. L . column 6 minus factor the year (column 11 . CCA Rate % Recapture of CCA Terminal Loss plus column 12
property, dispositions minus column 5 year (column 4 L minus column 4 .
subsequent to its minus column 8) column 3 p_lus minus column 10) (if multiplied by the minus column 6 plus m|r.1u§ column 13,
disposition column 4 minus negative, enter "0") relevant factor) column 7 minus multiplied by column
co.lumn 7) (if column 8) (if 14)
negative, enter "0") negative, enter "0")
$ 187,937 | $ - $ - 0.50( $ - $ - 4% $ 7,517
$ - |3 - s - 0.50[ § - |3 - 6% $ -
$ 433,682 | $ - $ - $ - $ - 6% $ 26,021
$ - |3 - s - $ - 198 - 5% $ -
$ - $ - $ - 0.50[ $ - $ - 10% $ -
$ 75,970 | $ - $ 7,500 0.50( $ 3,750 | $ - 20% $ 15,944
$ 40,318 | $ - $ - 0.50( $ - $ - 30% $ 12,095
$ - $ - $ - 0.50| $ - $ - 30% $ -
$ - $ - $ - 0.00{ $ - $ - 100% $ -
$ - $ - $ - 0.00[ $ - $ - NA
$ - $ - $ - 0.00| $ - $ - NA
$ - $ - $ - 0.00[ $ - $ - NA
$ - $ - $ - 0.00| $ - $ - NA
$ - $ - $ - 0.00]| $ - $ - NA
$ 5533 | $ - $ - $ - $ - 7% $ 387
$ 982 1% - $ - 0.50( $ - $ - 5% $ 49
$ - $ - $ - 0.50[ $ - $ - 8% $ -
$ - $ - $ - 0.50| $ - $ - 12% $ -
$ - $ - $ - 2.33| $ - $ - 30% $ -
$ - $ - $ - 1.00( $ - $ - 50% $ -
$ 119 - $ - $ - $ - 45% $ 0
$ - $ - $ - 0.50| $ - $ - 30% $ -
$ 1,150,320 | $ - $ 172,500 0.50( $ 86,250 | $ - 8% $ 98,926
$ 5,862 | $ - $ - 0.50( $ - $ - 55% $ 3,224
$ - $ - $ - 0.00[ $ - $ - 0% $ -
$ 7,600 | $ - $ - $ - $ -
$ - $ - $ - $ - $ -
$ - |3 - s - $ - |3 -
$ - $ - $ - $ - $ -
$ - |3 - s - $ - |3 -
$ - $ - $ - $ - $ -
$ - |3 - s - $ - |3 -
$ - $ - $ - $ - $ -
$ - $ 1,908,205 | $ - $ 180,000 $ 90,000 | $ - $ o o $ 164,164
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(18)

UCC at the end of
the bridge year
(column 9 minus

column

17)

180,420

407,661

60,

026

28,

223

o

1,051,

2,

[z
=

R KRl Rl Rl Rl R R R R R R R R R R R R R Rl R R Red Rz e Rz R ol Rl ROl R ol Ry Ry R

1,744,041

Working
Paper
Reference

18
18
18
18
18
18
18
18
I8
18
18
18
18
18
18
18
18
18
18
18
18
18
18
18
18
18
18
18
18
18
18
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Income Tax/PlLs Workform for 2021 Filers

Schedule 13 Tax Reserves - Bridge Year

Continuity of Reserves

Bridge Year Adjustments
c . . - Eliminate Amounts Not Adjusted Utility . " Balance for Bridge Change During the .
Description | Reference | Historical Utility Only Relevant for Bridge Year Balance Additions Disposals Year Year Disallowed Expenses

Capital gains reserves ss.40(1) | H13 | 0 0f 0] T13 | 0
Tax Reserves Not Deducted for Accounting Purposes
Reserve for doubtful accounts ss. 20(1)(1) H13 0 0 0| T13 0
Reserve for goods and services not delivered ss. 20(1)(m) H13 0 0 0| T13 0
Reserve for unpaid amounts ss. 20(1)(n) H13 0 0 0| T13 0
Debt & share issue expenses ss. 20(1)(e) H13 0 0 0| T13 0
Other tax reserves H13 0 0 0| T13 0

0 0 0 0

0 0 0 0
Total 0 o| B1 0 o] B1 0 0
Financial statement reserves (not deductible for tax purposes)
General Reserve for Inventory Obsolescence (non-specific) H13 0 0 0| T13 0
General Reserve for Bad Debts H13 0 0 0| T13 0
Accrued Employee Future Benefits: H13 0 0 0| T13 0
- Medical and Life Insurance H13 0 0 0| T13 0
- Short & Long-term Disability H13 0 0 0| T13 0
- Accumulated Sick Leave H13 0 0 0| T13 0
- Termination Cost H13 0 0 0| T13 0
- Other Post-Employment Benefits H13 0 0 0| T13 0
Provision for Environmental Costs H13 0 0 0| T13 0
Restructuring Costs H13 0 0 0| T13 0
Accrued Contingent Litigation Costs H13 0 0 0| T13 0
Accrued Self-Insurance Costs H13 0 0 0| T13 0
Other Contingent Liabilities H13 0 0 0| T13 0
Bonuses Accrued and Not Paid Within 180 Days of Year-End ss. 78(4) H13 0 0 0| T13 0
;Jg(ﬁ?id Amounts to Related Person and Not Paid Within 3 Taxation Years ss. H13 0 o o| T3 0
Other H13 0 0 o] 113 0

0 0 0 0

0 0 0 0
Total 0 0| B1 0 o| B1 0 0
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Income Tax/PlLs Workform for 2021 Filers

PILs Tax Provision - Test Year

Regulatory Taxable Income

Tax Rate Small Business Rate Taxes Payable Effective Tax Rate
(If Applicable)

Ontario (Max 11.5%) 11.5%
Federal (Max 15%) 15.0%

Combined effective tax rate (Max 26.5%)

Total Income Taxes
Investment Tax Credits
Miscellaneous Tax Credits

Total Tax Credits

Corporate PILs/Income Tax Provision for Test Year

Corporate PILs/Income Tax Provision Gross Up

Income Tax (grossed-up)

Note:

3.2%
9.0%

-$
-$

1,520 3.2%
4,276 9.0%

1. This is for the derivation of revenue requirement and should not be used for

sufficiency/deficiency calculations.
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@ Ontario Energy Board

Income Tax/PlLs Workform for 2021 Filers

Taxable Income - Test Year

Working Test Year
Paper Taxable
Reference Income
[Net Income Before Taxes [ A 80,560
T2 S1line #
Additions:
Interest and penalties on taxes 103
Amortization of tangible assets
2-4 ADJUSTED ACC%UNTING DATA P489 104 144,000
Amortization of intangible assets 106
2-4 ADJUSTED ACCOUNTING DATA P490
Recapture of capital cost allowance from 107 T8 0
Schedule 8
Income inclusion under subparagraph 108
13(38)(d)(iii) from Schedule 10
Loss in equity of subsidiaries and affiliates 110
Loss on disposal of assets 111
Charitable donations 112
Taxable Capital Gains 113
Political Donations 114
Deferred and prepaid expenses 116
Scientific research expenditures deducted on 118
financial statements
Capitalized interest 119
Non-deductible club dues and fees 120
Non-deductible meals and entertainment 121
expense
Non-deductible automobile expenses 122
Non-deductible life insurance premiums 123
Non-deductible company pension plans 124
Tax reserves beginning of year 125 T13 0
Reserves from financial statements- balance at 126 T13 0
end of year
Soft costs on construction and renovation of
. 127
buildings
Book loss on joint ventures or partnerships 205
Capital items expensed 206
Debt issue expense 208
Development expenses claimed in current year 212
Financing fees deducted in books 216
Gain on settlement of debt 220
Non-deductible advertising 226
Non-deductible interest 227
Non-deductible legal and accounting fees 228
Recapture of SR&ED expenditures 231
Share issue expense 235
Write down of capital property 236
Amounts received in respect of qualifying
environment trust per paragraphs 12(1)(z.1) and 237
12(1)(z.2)
Other Additions
Interest Expensed on Capital Leases 295
Realized Income from Deferred Credit Accounts 295
Pensions 295
Non-deductible penalties 295
295
295
295
295
ARO Accretion expense
Capital Contributions Received (ITA 12(1)(x))
Lease Inducements Received (ITA 12(1)(x))
Deferred Revenue (ITA 12(1)(a))
Prior Year Investment Tax Credits received
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Total Additions

144,000

Deductions:

Gain on disposal of assets per financial

401
statements
Dividends not taxable under section 83 402
Capital cost allowance from Schedule 8 403 T8 272,068
Terminal loss from Schedule 8 404 T8 0
Allowable business investment loss 406
Deferred and prepaid expenses 409
Scientific research expenses claimed in year 411
Tax reserves end of year 413 T13 0
Reserves from financial statements - balance at
A 414 1 0
beginning of year —
Contributions to deferred income plans 416
Book income of joint venture or partnership 305
Equity in income from subsidiary or affiliates 306
Other deductions
Interest capitalized for accounting deducted for 395
tax
Capital Lease Payments 395
Non-taxable imputed interest income on deferral 395
and variance accounts
395
395
395
395
395
ARO Payments - Deductible for Tax when Paid
ITA 13(7.4) Election - Capital Contributions
Received
ITA 13(7.4) Election - Apply Lease Inducement to
cost of Leaseholds
Deferred Revenue - ITA 20(1)(m) reserve
Principal portion of lease payments
Lease Inducement Book Amortization credit to
income
Financing fees for tax ITA 20(1)(e) and (e.1)
Total Deductions calculated 272,068
NET INCOME FOR TAX PURPOSES calculated -47,508
Charitable donations 311
Taxable dividends received under section 112 or
320
113
gon-capltal losses of previous tax years from 331 T4 0
chedule 4
get capital losses of previous tax years from 332 T4 0
chedule 4
Limited partnership losses of previous tax years from 335

Schedule 4

REGULATORY TAXABLE INCOME

calculated
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Income Tax/PlLs Workform for 2021 Filers

Schedule 4 Loss Carry Forward - Test Year

Corporation Loss Continuity and Application

Non-
Working Paper Total Distribution Utility Balance

Non-Capital Loss Carry Forward Deduction Reference Portion

Actual/Estimated Bridge Year Carried Forward B4 0 0
Amount to be used in Test Year and Price Cap Years T1 0 0
Number of years loss until next cost of service (i.e. years the loss is to be spread over)

Amount to be used in Test Year calculated 0 0
Loss Carry Forward Generated in Test Year (if any) T1 47,508 47,508
Other Adjustments 0
Balance available for use in Future Years calculated 47,508 47,508

Non-
Total Distribution Utility Balance

Net Capital Loss Carry Forward Deduction Portion

Actual/Estimated Bridge Year Carried Forward B4 32,887 32,887
Amount to be used in Test Year and Price Cap Years 0
Number of years loss until next cost of service (i.e. years the loss is to be spread over)

Amount to be used in Test Year T1 0 0
Loss Carry Forward Generated in Test Year (if any) 0
Other Adjustments 0
Balance available for use in Future Years 32,887 32,887
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Income Tax/PlLs Workform for 2021 Filers

Ontario

Schedule 8 CCA - Test Year

(1)

Class Description

Working Paper

2
Undepreciated
capital

(©))
Cost of acquisitions
during
the year (new

(4)
Cost of acquisitions
from column 3 that

(5)
Adjustments and
transfers (enter

(6)
Amount from column
5 that is assistance
received or

Class Reference cost (UCC) at the are accelerated amounts that will [receivable during the
beginning of the pro!)erty must investment incentive| reduce the UCC as | year for a property,
test year be available for use, property (AlIP) negatives) subsequent to its
except CWIP) disposition
1 Buildings, Distribution System (acq'd post 1987) B8 $ 180,420
1b Non-Residential Buildings [Reg. 1100(1)(a.1) election] B8 $ -
2 Distribution System (acq'd pre 1988) B8 $ 407,661
3 Buildings (acq'd pre 1988) B8 $ -
6 Certain Buildings; Fences B8 $ -
8 General Office Equipment, Furniture, Fixtures B8 $ 60,026
10 Motor Vehicles, Fleet B8 $ 28,223 265,000 265,000
10.1 Certain Automobiles B8 $ -
12 Computer Application Software (Non-Systems) B8 $ -
13, Lease # 1 B8 $ -
13, Lease # 2 B8 $ -
13, Lease #3 B8 $ -
13, Lease # 4 B8 $ -
14 Limited Period Patents, Franchises, Concessions or Licences B8 $ -
14.1 Eligible Capital Property (acq'd pre Jan 1, 2017) B8 $ 5,146
141 Eligible Capital Property (acq'd post Jan 1, 2017) B8 $ 933
17 Elec. Generation Equip. (Non-Bldng, acq'd post Feb 27/00); Roads, Lots, Storage B8 $ -
42 Fibre Optic Cable B8 $ -
43.1 Certain Clean Energy/Energy-Efficient Generation Equipment B8 $ -
43.2 Certain Clean Energy/Energy-Efficient Generation Equipment B8 $ -
45 Computers & System Software (acq'd post Mar 22/04 and pre Mar 19/07) B8 $ 1
46 Data Network Infrastructure Equipment (acq'd post Mar 22/04) B8 $ -
47 Distribution System (acq'd post Feb 22/05) B8 $ 1,051,394 122,500 122,500
50 General Purpose Computer Hardware & Software (acq'd post Mar 18/07) B8 $ 2,638
95 CWIP B8 $ -
36 Land B8 $ 7,600
B8 $ -
B8 $ -
B8 $ -
B8 $ -
B8 $ -
B8 $ -
B8 $ -
TOTALS $ 1,744,041 | $ 387,500 | $ 387,500 | $ - $ -

rd
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(7)
Amount from column
5 that is repaid
during the year for a

(8)

Proceeds of

(9)
UCC (column 2 plus
column 3 plus or

(10)
Proceeds of
disposition available
to reduce the UCC of
AlIP (column 8 plus
column 6 minus

(1)
Net capital cost
additions of AlIP
acquired during the

Relevant
factor

(12)
UCC adjustment for
AlIP acquired during
the year (column 11

(13)

UCC adjustment for
non-AllP acquired
during the year (0.5
multiplied by the
result of column 3

(14)
CCA Rate %

(15)
Recapture of CCA

(16)
Terminal Loss

(17)

CCA (for declining
balance method, the
result of column 9
plus column 12

property, dispositions minus column 5 year (column 4 L minus column 4 .
subsequent to its minus column 8) column 3 p_lus minus column 10) (if multiplied by the minus column 6 plus m|r.1u§ column 13,
disposition column 4 mln.us negative, enter "0") relevant factor) column 7 minus multiplied by column
co.lumn 7) (if column 8) (if 14)
negative, enter "0") negative, enter "0")
$ 180,420 | $ - $ - 0.50( $ - $ - 4% $ 7,217
$ - $ - $ - 0.50( $ - $ - 6% $ -
$ 407,661 | $ - $ - $ - $ - 6% $ 24,460
$ - $ - $ - $ - $ - 5% $ -
$ - $ - $ - 0.50( $ - $ - 10% $ -
$ 60,026 | $ - $ - 0.50[ $ - $ - 20% $ 12,005
$ 293,223 | $ - $ 265,000 0.50| $ 132,500 | $ - 30% $ 127,717
$ - $ - $ - 0.50( $ - $ - 30% $ -
$ - $ - $ - 0.00( $ - $ - 100% $ -
$ - $ - $ - 0.00[ $ - $ - NA
$ - $ - $ - 0.00] $ - $ - NA
$ - $ - $ - 0.00[ $ - $ - NA
3 s s - 0.00[ $ - |s - NA
$ - s - |3 - 0.00[ § - s - NA
$ 5,146 | $ - $ - $ - $ - 7% $ 360
$ 933 1% - $ - 0.50( $ - $ - 5% $ 47
$ - |s - |s - 050 $ - s - 8% $ -
$ - |3 - s - 0.50[ $ - |3 - 12% $ -
$ - |s - |s - 2.33[ 8 - s - 30% $ -
$ - |3 - s - 1.00[ $ - |3 - 50% $ -
$ 1]s - s - $ - I - 45% $ 0
$ - |3 - s - 0.50[ $ - |3 - 30% $ -
$ 1,173,894 | $ - $ 122,500 0.50| $ 61,250 | $ - 8% $ 98,812
$ 2,638 | $ - $ - 0.50( $ - $ - 55% $ 1,451
$ - s - |s - 0.00] $ - s - 0% $ -
$ 7,600 | $ - [$ - $ - |8 -
$ - [ - s - $ - [ -
$ - |s - |s - $ - |8 -
$ - [ - s - $ - I -
$ - |s - |s - $ - |8 -
$ - [ - s - $ - [ -
$ B E - |s - $ - |8 -
$ - |s - |s - $ I E -
$ - $ 2,131,541 | $ - $ 387,500 $ 193,750 | $ - $ o o $ 272,068 | T1
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(18)
UCC at the end of
the test year (column
9 minus column 17)

173,203

383,201

48,021

165,506

1,075,083

1,859,473
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Income Tax/PILs Workform for 2021 Filers

Schedule 13 Tax Reserves - Test Year

Continuity of Reserves

Test Yea_r Adjustments
- TP
Description W‘;r:f':i:::er Bridge Year Relevant for Test Y::: ° Balarlul;J:my Additions Disposals Balance for Test Year

Capital Gains Reserves ss.40(1) B13 0] 0 [ 0
Tax Reserves Not Deducted for accounting purposes
Reserve for doubtful accounts ss. 20(1)(1) B13 0 0 0
Reserve for goods and services not delivered ss. 20(1)(m) B13 0 0 0
Reserve for unpaid amounts ss. 20(1)(n) B13 0 0 0
Debt & Share Issue Expenses ss. 20(1)(e) B13 0 0 0
Other tax reserves B13 0 0 0

0 0 0

0 0 0
Total 0 o T1 of ™1
Financial Statement Reserves (not deductible for Tax Purposes)
General Reserve for Inventory Obsolescence (non-specific) B13 0 0 0
General reserve for bad debts B13 0 0 0
Accrued Employee Future Benefits: B13 0 0 0
- Medical and Life Insurance B13 0 0 0
-Short & Long-term Disability B13 0 0 0
-Accmulated Sick Leave B13 0 0 0
- Termination Cost B13 0 0 0
- Other Post-Employment Benefits B13 0 0 0
Provision for Environmental Costs B13 0 0 0
Restructuring Costs B13 0 0 0
Accrued Contingent Litigation Costs B13 0 0 0
Accrued Self-Insurance Costs B13 0 0 0
Other Contingent Liabilities B13 0 0 0
Bonuses Accrued and Not Paid Within 180 Days of Year-End ss. 78(4) B13 0 0 0
Unpaid Amounts to Related Person and Not Paid Within 3 Taxation Years ss.
78(1) B13 0 0 0
Other B13 0 0 0

0 0 0

0 0 0
Total 0 of T1 o T1
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Change During the Disallowed Expenses
Year
o]
0
0
0
0
0
0
0
0 0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0 0
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