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5.0 Cost of Capital and Capital Structure 1 

 2 

5.1 Capital Structure 3 

 4 

In this Exhibit, EEDO presents evidence regarding capital structure, debt financing and the 5 

calculation of its return on equity for the 2023 Test Year.  6 

 7 

EEDO seeks to recover a weighted average cost of capital of 5.74% through rates in the 2023 8 

Test Year. The utility has followed the “Report of the Board on Cost of Capital for Ontario’s 9 

Regulated Utilities” (December 11, 2009), as well as the “Review of the Existing Methodology of 10 

the Cost of Capital for Ontario’s Regulated Utilities” (January 14, 2016) in determining the 11 

applicable cost of capital.  12 

 % Rate 

  Long-term Debt 56.00% 3.98% 

  Short-term Debt 4.00% 1.17% 

Total Debt 60.00% 3.79% 

   

   

  Common Equity 40.00% 8.66% 

  Preferred Shares 0.00% 0.00% 

Total Equity 40.00% 8.66% 

   

Total 100.00% 5.74% 

 13 

In calculating the applicable cost of capital, EEDO has used:  14 

 The OEB’s deemed capital structure of 56% long-term debt, 4% short-term debt, and 40% 15 

equity; 16 

 The most recent published allowed return on equity (ROE) rate of 8.66%, short term debt 17 

rate of 1.17% as per the OEB’s prescribed Cost of Capital Parameters published for 2022 18 

Cost of Service applications1. 19 

 A long term debt rate of 3.98% based on existing third party and affiliate debt along with 20 

forecasted affiliate debt. Further explanation on this calculation is provided in section 5.2. 21 

                                                 
1 Cost of Capital Parameters for 2022 Cost-Based Rates, October 28, 2021 
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EEDO is not proposing any deviations from the previously approved deemed capital structure of 1 

40% equity, 56% long-term debt, and 4% short term debt. Since acquiring the assets of Collus 2 

PowerStream in October 2018, there has been no material deviation in the financing of rate base 3 

assets as it relates to this capital structure.  4 

 5 

EEDO acknowledges that the OEB will update the ROE for 2023 at a later date, and will update 6 

this Application to reflect the OEB’s updated Cost of Capital Parameters for 2023 applications 7 

and as new information is issued, to the extent that updated information is applicable to the 8 

Application.  9 

 10 

Table 5.1-1 below summarizes the elements of the capital structure last approved by the Board 11 

in EB-2012-0116 for the Test Year 2013. 12 

 13 

Table 5.1-1 14 

Board Approved Cost of Capital for 2013 Test Year (EB-2012-0116) 15 

Line 

No. 

               

 
Particulars 

 
Capitalization Ratio  Cost Rate  

  
Return 

 

                

    
(%) 

   
($) 

 
(%) 

   
($) 

 

  
Debt 

             
1 

 
  Long-term Debt 

 
56.00%    $10,999,999  4.05%    $445,288  

2 
 

  Short-term Debt 
 

4.00%    $785,714  2.07%    $16,264  

3 
 

Total Debt 
 

60.0%    $11,785,713  3.92%    $461,552  

    
            

  
Equity 

 
            

4 
 

  Common Equity 
 

40.00%    $7,857,142  8.98%    $705,571  

5 
 

  Preferred Shares 
 

    $ -      $ -  

6 
 

Total Equity 
 

40.0%    $7,857,142  8.98%    $705,571  

    
            

7 
 

Total 
 

100.0%    $19,642,855  5.94%    $1,167,123  

App.2-OA: Capital Structure and Cost of Capital2 16 

  17 

                                                 
2 EB-2012-0116_Dec_PO3_Collus PowerStream_20131010_pg 57 of 107 
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Tables 5.1-2 summaries the capital structure proposed by EEDO in this Application.  1 

 2 

Since acquiring the assets in October 2018, EEDO has not issued any preferred shares, has not 3 

retired any long-term debt, nor has it initiated any buy-back of units. 4 

 5 

Table 5.1-2 6 

Summary of Proposed Cost of Capital in 2023 Test Year ($) 7 

Line 

No. 

               

 
Particulars 

 
Capitalization Ratio  Cost Rate  

  
Return 

 

                

    
(%) 

   
($) 

 
(%) 

   
($) 

 

  
Debt 

             
1 

 
  Long-term Debt 

 
56.00%    $19,166,996  3.98%    $762,846 

 
2 

 
  Short-term Debt 

 
4.00%    $1,369,071  1.17%    $16,018 

 
3 

 
Total Debt 

 
60.0%    $20,536,067  3.79%    $778,865 

 

    
           

 

  
Equity 

 
           

 
4 

 
  Common Equity 

 
40.00%    $13,690,711  8.66%    $1,185,616 

 
5 

 
  Preferred Shares 

 
    $ -      $ - 

 
6 

 
Total Equity 

 
40.0%    $13,690,711  8.66%    $1,185,616 

 

    
           

 
7 

 
Total 

 
100.0%    $34,226,778  5.74%    $1,964,480 

 

 8 

App.2-OA: Capital Structure and Cost of Capital / RRWF - 7. Cost of Capital 9 

 10 

  11 



 

Filed: 2022-05-27 
EB-2022-0028 

Exhibit 5 
Tab 1 

Schedule 1 
Page 4 

 
5.2 Cost of Capital 1 

 2 

The tables below, also available in Chapter 2 App 2-OB_Debt Instruments have been included 3 

for historical, bridge year and test years, with respect to the following: 4 

 5 

 Short-term debt 6 

 Long-term debt 7 

 Preference shares 8 

 Common equity 9 

 10 

5.2.1 Short-Term Debt 11 

 12 

For the purposes of preparing this Application, EEDO has used the cost of capital parameters 13 

issued by the Board on October 28, 2021 which reflects a return on short term debt of 1.17%. 14 

Short-term debt is typically used by EEDO to finance capital projects. EEDO will borrow all future 15 

short-term debt requirements from its parent company EPCOR Utilities Inc. (“EUI”). Short-term 16 

debt is typically refinanced the following year with a combination of cash, equity, and long-term 17 

debt that maintains a capital structure as close to the approved capital structure as possible. If 18 

appropriate, EEDO will update the return on short-term debt to reflect future Board issued cost of 19 

capital parameters for cost of service rate applications with rates that have effective dates in 2023 20 

prior to the issuance of the Board’s decision for this Application.  21 

  22 
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5.2.2 Long-Term Debt 1 

 2 

The tables below provide detail on EEDO’s actual long term debt instruments from 2013 actual -3 

2023 test.  Further detail regarding test year debt is included following the tables (Appendix 2-4 

OB_Debt Instruments). 5 

 6 

2013 Actual Debt Instruments 7 

 8 

OSIFA - Ontario Strategic Infrastructure Financing Authority  9 

OILC – Ontario Infrastructure and Lands Corporation 10 

 11 

2014 Actual Debt Instruments12 

 13 

 14 

2015 Actual Debt Instruments 15 

 16 

 17 

 18 

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-

Rate?

Start Date
Term              

(years)

Principal                         

($)
Rate (%) 2  Interest ($) 1 

1 Promissory Note Town of Collingwood Affiliated Variable Rate 1-Nov-01 0 1,710,170$     5.58% 95,427$          

2 Government Agency Loan OSIFA Third-Party Fixed Rate 15-Apr-10 15 2,300,000$     4.67% 107,410$        

3 Government Agency Loan OSIFA Third-Party Fixed Rate 1-Aug-12 25 6,107,632$     3.84% 234,533$        

4 Financing Agreement OILC Third-Party Fixed Rate 26-Jul-12 30 700,000$        4.58% 32,060$          

Total 10,817,802$   4.34% 469,431$        

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-

Rate?

Start Date
Term              

(years)

Principal                         

($)
Rate (%) 2  Interest ($) 1 

1 Promissory Note Town of Collingwood Affiliated Variable Rate 1-Nov-01 0 1,710,170$     4.88% 83,456$          

2 Government Agency Loan OSIFA Third-Party Fixed Rate 15-Apr-10 15 2,100,000$     4.67% 98,070$          

3 Government Agency Loan OSIFA Third-Party Fixed Rate 1-Aug-12 25 5,946,961$     3.84% 228,363$        

4 Financing Agreement OILC Third-Party Fixed Rate 26-Jul-12 30 688,787$        4.58% 31,546$          

Total 10,445,918$   4.23% 441,436$        

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-

Rate?

Start Date
Term              

(years)

Principal                         

($)
Rate (%) 2  Interest ($) 1 

1 Promissory Note Town of Collingwood Affiliated Variable Rate 1-Nov-01 0 -$               0.00% -$               

2 Government Agency Loan OSIFA Third-Party Fixed Rate 15-Apr-10 15 1,900,000$     4.67% 88,730$          

3 Government Agency Loan OSIFA Third-Party Fixed Rate 1-Aug-12 25 5,780,010$     3.84% 221,952$        

4 Financing Agreement OILC Third-Party Fixed Rate 26-Jul-12 30 677,055$        4.58% 31,009$          

5 Financing Agreement OILC Third-Party Fixed Rate 15-Apr-15 20 975,000$        2.76% 26,910$          

6 Commercial Loan TD Commercial Third-Party Fixed Rate 24-Dec-15 10 1,400,000$     3.65% 51,100$          

7 Commercial Loan TD Commercial Third-Party Fixed Rate 24-Dec-15 10 1,710,170$     3.65% 62,421$          

Total 12,442,235$   3.87% 482,123$        
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2016 Actual Debt Instruments 1 

 2 

 3 

2017 Actual Debt Instruments 4 

 5 

 6 

2018 Actual Debt Instruments 7 

 8 

 9 

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-

Rate?

Start Date
Term              

(years)

Principal                         

($)
Rate (%) 2  Interest ($) 1 

1 Promissory Note Town of Collingwood Affiliated Variable Rate 1-Nov-01 0 -$               0.00% -$               

2 Government Agency Loan OSIFA Third-Party Fixed Rate 15-Apr-10 15 1,700,000$     4.67% 79,390$          

3 Government Agency Loan OSIFA Third-Party Fixed Rate 1-Aug-12 25 5,606,535$     3.84% 215,291$        

4 Financing Agreement OILC Third-Party Fixed Rate 26-Jul-12 30 664,778$        4.58% 30,447$          

5 Financing Agreement OILC Third-Party Fixed Rate 15-Apr-15 20 925,000$        2.76% 25,530$          

6 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 1,374,904$     3.65% 50,184$          

7 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 1,679,513$     3.65% 61,302$          

Total 11,950,730$   3.87% 462,144$        

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-

Rate?

Start Date
Term              

(years)

Principal                         

($)
Rate (%) 2  Interest ($) 1 

1 Promissory Note Town of Collingwood Affiliated Variable Rate 1-Nov-01 0 -$               0.00% -$               

2 Government Agency Loan OSIFA Third-Party Fixed Rate 15-Apr-10 15 1,500,000$     4.67% 70,050$          

3 Government Agency Loan OSIFA Third-Party Fixed Rate 1-Aug-12 25 5,426,279$     3.84% 208,369$        

4 Financing Agreement OILC Third-Party Fixed Rate 26-Jul-12 30 651,933$        4.58% 29,859$          

5 Financing Agreement OILC Third-Party Fixed Rate 15-Apr-15 20 875,000$        2.76% 24,150$          

6 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 1,347,718$     3.65% 49,192$          

7 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 1,646,305$     3.65% 60,090$          

8 Commercial Loan TD Commercial bank Third-Party Fixed Rate 10-Mar-17 10 3,048,746$     3.59% 109,450$        

Total 14,495,981$   3.80% 551,159$        

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-

Rate?

Start Date
Term              

(years)

Principal                         

($)
Rate (%) 2  Interest ($) 1 

1 Promissory Note Town of Collingwood Affiliated Variable Rate 1-Nov-01 0 -$               0.00% -$               

2 Government Agency Loan OSIFA Third-Party Fixed Rate 15-Apr-10 15 1,300,000$     4.67% 60,710$          

3 Government Agency Loan OSIFA Third-Party Fixed Rate 1-Aug-12 25 5,238,978$     3.84% 201,177$        

4 Financing Agreement OILC Third-Party Fixed Rate 26-Jul-12 30 638,491$        4.58% 29,243$          

5 Financing Agreement OILC Third-Party Fixed Rate 15-Apr-15 20 825,000$        2.76% 22,770$          

6 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 -$               3.65% -$               

7 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 -$               3.65% -$               

8 Promissory Note EPCOR Utilities Inc. Affiliated Fixed Rate 3-Dec-18 30 8,100,000$     4.30% 348,300$        

Total 16,102,469$   4.11% 662,200$        
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2019 Actual Debt Instruments1 

 2 

 3 

2020 Actual Debt Instruments4 

 5 

 6 

2021 Actual Debt Instruments 7 

 8 

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-

Rate?

Start Date
Term              

(years)

Principal                         

($)
Rate (%) 2  Interest ($) 1 

1 Promissory Note Town of Collingwood Affiliated Variable Rate 1-Nov-01 0 -$               0.00% -$               

2 Government Agency Loan OSIFA Third-Party Fixed Rate 15-Apr-10 15 1,100,000$     4.67% 51,370$          

3 Government Agency Loan OSIFA Third-Party Fixed Rate 1-Aug-12 25 5,044,357$     3.84% 193,703$        

4 Financing Agreement OILC Third-Party Fixed Rate 26-Jul-12 30 624,427$        4.58% 28,599$          

5 Financing Agreement OILC Third-Party Fixed Rate 15-Apr-15 20 775,000$        2.76% 21,390$          

6 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 -$               3.65% -$               

7 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 -$               3.65% -$               

8 Promissory Note EPCOR Utilities Inc. Affiliated Fixed Rate 3-Dec-18 30 8,100,000$     4.30% 348,300$        

Total 15,643,784$   4.11% 643,362$        

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-

Rate?

Start Date
Term              

(years)

Principal                         

($)
Rate (%) 2  Interest ($) 1 

1 Promissory Note Town of Collingwood Affiliated Variable Rate 1-Nov-01 0 -$               0.00% -$               

2 Government Agency Loan OSIFA Third-Party Fixed Rate 15-Apr-10 15 900,000$        4.67% 42,030$          

3 Government Agency Loan OSIFA Third-Party Variable Rate 1-Aug-12 25 4,842,130$     3.84% 185,938$        

4 Financing Agreement OILC Third-Party Fixed Rate 26-Jul-12 30 609,711$        4.58% 27,925$          

5 Financing Agreement OILC Third-Party Fixed Rate 15-Apr-15 20 725,000$        2.76% 20,010$          

6 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 -$               3.65% -$               

7 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 -$               3.65% -$               

8 Promissory Note EPCOR Utilities Inc. Affiliated Fixed Rate 3-Dec-18 30 8,100,000$     4.30% 348,300$        

9 Promissory Note EPCOR Utilities Inc. Affiliated Fixed Rate 1-Dec-20 30 2,020,000$     2.88% 58,176$          

Total 17,196,841$   3.97% 682,379$        

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-

Rate?

Start Date
Term              

(years)

Principal                         

($)
Rate (%) 2  Interest ($) 1 

1 Promissory Note Town of Collingwood Affiliated Variable Rate 1-Nov-01 0 -$               0.00% -$               

2 Government Agency Loan OSIFA Third-Party Fixed Rate 15-Apr-10 15 700,000$        4.67% 32,690$          

3 Government Agency Loan OSIFA Third-Party Variable Rate 1-Aug-12 25 4,631,998$     3.84% 177,869$        

4 Financing Agreement OILC Third-Party Fixed Rate 26-Jul-12 30 594,313$        4.58% 27,220$          

5 Financing Agreement OILC Third-Party Fixed Rate 15-Apr-15 20 675,000$        2.76% 18,630$          

6 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 -$               3.65% -$               

7 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 -$               3.65% -$               

8 Promissory Note EPCOR Utilities Inc. Affiliated Fixed Rate 3-Dec-18 30 8,100,000$     4.30% 348,300$        

9 Promissory Note EPCOR Utilities Inc. Affiliated Fixed Rate 1-Dec-20 30 2,020,000$     2.88% 58,176$          

10 Promissory Note EPCOR Utilities Inc. Affiliated Fixed Rate 15-Dec-21 30 2,000,000$     3.41% 68,200$          

Total 18,721,311$   3.91% 731,084$        
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2022 Bridge Year Debt Instruments1 

 2 

 3 

2023 Test Year Debt Instruments 4 

 5 

On December 3, 2018, following the close of the Collus PowerStream share purchase agreement, 6 

EEDO borrowed $8.1 million from its parent company, EPCOR Utilities Inc. in order to replace 7 

certain debt and to maintain EEDO capital structure. A copy of this promissory note is included in 8 

Exhibit 5, Tab 2, Schedule 1. The term of this note is 30 years with an interest rate of 4.30%. The 9 

derivation of the interest rate is as follows: 10 

 11 

  12 

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-

Rate?

Start Date
Term              

(years)

Principal                         

($)
Rate (%) 2  Interest ($) 1 

1 Promissory Note Town of Collingwood Affiliated Variable Rate 1-Nov-01 0 -$               0.00% -$               

2 Government Agency Loan OSIFA Third-Party Fixed Rate 15-Apr-10 15 500,000$        4.67% 23,350$          

3 Government Agency Loan OSIFA Third-Party Variable Rate 1-Aug-12 25 4,413,655$     3.84% 169,484$        

4 Financing Agreement OILC Third-Party Fixed Rate 26-Jul-12 30 578,201$        4.58% 26,482$          

5 Financing Agreement OILC Third-Party Fixed Rate 15-Apr-15 20 625,000$        2.76% 17,250$          

6 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 -$               3.65% -$               

7 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 -$               3.65% -$               

8 Promissory Note EPCOR Utilities Inc. Affiliated Fixed Rate 3-Dec-18 30 8,100,000$     4.30% 348,300$        

9 Promissory Note EPCOR Utilities Inc. Affiliated Fixed Rate 1-Dec-20 30 2,020,000$     2.88% 58,176$          

10 Promissory Note EPCOR Utilities Inc. Affiliated Fixed Rate 15-Dec-21 30 2,000,000$     3.41% 68,200$          

Total 18,236,856$   3.90% 711,242$        

Row Description Lender
Affiliated or Third-

Party Debt?

Fixed or 

Variable-Rate?
Start Date

Term              

(years)

Principal                         

($)
Rate (%) 2 Interest ($) 1 Additional 

Comments, if any

1 Promissory Note Town of Collingwood Affiliated Variable Rate 1-Nov-01 0 $                          -0.00%

2 Government Agency Loan OSIFA Third-Party Fixed Rate 15-Apr-10 15 300,000$        4.67% 14,010$          

3 Government Agency Loan OSIFA Third-Party Variable Rate 1-Aug-12 25 4,186,778$     3.84% 160,772$        

4 Financing Agreement OILC Third-Party Fixed Rate 26-Jul-12 30 561,342$        4.58% 25,709$          

5 Financing Agreement OILC Third-Party Fixed Rate 15-Apr-15 20 575,000$        2.76% 15,870$          

6 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 $                          -3.65%

7 Commercial Loan TD Commercial bank Third-Party Fixed Rate 24-Dec-15 10 $                          -3.65%

8 Promissory Note EPCOR Utilities Inc. Affiliated Fixed Rate 3-Dec-18 30 8,100,000$     4.30% 348,300$        

9 Promissory Note EPCOR Utilities Inc. Affiliated Fixed Rate 1-Dec-20 30 2,020,000$     2.88% 58,176$          

10 Promissory Note EPCOR Utilities Inc. Affiliated Fixed Rate 15-Dec-21 30 2,000,000$     3.41% 68,200$          

11 Promissory Note EPCOR Utilities Inc. Affiliated Fixed Rate 31-Dec-22 30 1,200,000$     5.25% 63,000$          

12 Promissory Note EPCOR Utilities Inc. Affiliated Fixed Rate 31-Dec-23 30 1,200,000$     5.03% 165$              End of year issuance

Total 20,143,120$   3.74% 754,203$        

Less: pro-rated principal for 2023 (1,196,712)      End of year issuance

True cost of debt 18,946,408$   3.98% 754,203$        
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Table 5.2-1 1 

Long-Term Cost of Debt – Promissory Note from Affiliate 2 

  
 

A B 

    Dated Value 

1 GoC 30 Year Rate 3-Dec-03 1.57% 

2 EEDO Credit Spread  1.84% 

3 Transaction Fee  0.05% 

4 Total Rate  4.30% 

 3 

The credit spread of 1.84% is based on market rates observed in December 2018. EEDO’s credit 4 

spread is based on a top-down internal credit analysis conducted by EPCOR’s Treasury group 5 

and is consistent with the process undertaken for all subsidiaries.  The analysis considered many 6 

items including qualitative factors such as business and industry risk as well as quantitative 7 

factors such as financial and liquidity risk. Given EEDO’s stable industry and scope of operations, 8 

the analysis results in a strong investment grade credit rating of BBB. This rating will be assessed 9 

periodically overtime to ensure its validity.  10 

 11 

The GoC 30 Year Rate is based on a market quote from one of EPCOR’s banks and is indicative 12 

of the underlying rate on the transaction date (December 3, 2018). 13 

 14 

All of EEDO’s subsequent long-term debt issuances since 2018 has been priced using this same 15 

market-based approach. 16 

 17 

EEDO targets a capitalization ratio consistent with current Board policy. The capital requirements 18 

of the business, as described in Exhibit 2, will be financed in part with long-term debt sourced 19 

from EUI on similar terms to that of the existing Promissory Notes. For the 2022 Bridge Year and 20 

2023 Test Year the OEB deemed long-term debt rate which were effective January 1, 2022 is not 21 

appropriate for the expected 2022 Bridge Year long-term debt issuance nor the expected 2023 22 

long-term debt issuance. Debt markets have moved substantially since the 2022 OEB deemed 23 

long-term debt rates were established, using data from the fall of 2021. The OEB’s methodology 24 

using September 2021 data resulted in a Long Canada Bond Forecast of 2.14%. With the 25 
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movements in the underlying 30 year rates in the market, the current 30 year rate has been in the 1 

2.60% to 3.00% range in April and May of 2022. In addition, the OEB’s data on credit spreads is 2 

from September 2021 and market credit spread have also significantly increased due to market 3 

uncertainty. Based on market information from one of EPCOR’s banks, EPCOR’s (A- rated) credit 4 

spread over 30 Year underlying rates was 1.85% in early May 2022 and clearly shows that credit 5 

spreads have also significantly increased since the OEB’s deemed long-term rate calculations 6 

were prepared using September 2021 actual data. As a result of the significant movement in both 7 

underlying rates and credit spreads, EEDO does not believe that using the 2022 OEB deemed 8 

cost of long-term debt is reasonable for the 2022 Bridge Year nor the 2023 Test Year debt 9 

issuances anticipated. EEDO has calculated long-term debt rates for the 2022 Bridge Year and 10 

2023 Test Year using bank forecasts of the 30 Year underlying rates for Q4 of 2022 and 2023 11 

respectively and has used current market data for credit spreads (BBB rating). The calculated 12 

rates for 2022 Bridge Year and 2023 Test Year are shown in Table 5.2-2 below: 13 

 14 

Table 5.2-2 15 

Long-Term Cost of Debt – 2002 Bridge Year and 2023 Test Year 16 

  
 

A B C 

    Dated 2022 Bridge Year 2023 Test Year 

1 GoC 30 Year Rate Forecast 3.07% 2.85% 

2 EEDO Credit Spread Current Market Data 2.13% 2.13% 

3 Transaction Fee  0.05% 0.05% 

4 Total Rate  5.25% 5.03% 

 17 

EEDO expects to add $1.20 million of new long-term debt in the 2022 Bridge Year and $1.20 18 

million of new long-term debt in the 2023 Test Year in order to finance capital expenditures and 19 

maintain an appropriate capitalization ratio. When combined with the existing long-term debt, the 20 

weighted average cost of long-term debt in 2023 is estimated to be 3.98%. This is shown in the 21 

2023 Test Year Debt Instruments table above. 22 

 23 

 24 

 25 
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5.2.3 Preferred Shares 1 

 2 

EEDO does not currently have any preferred shares nor does it have any plans to issue preferred 3 

shares. 4 

5.2.4 Common Equity 5 

 6 

EEDO is a subsidiary of EPCOR Utilities Inc., which includes the City of Edmonton as its sole 7 

shareholder.  For the purposes of preparing this Application, EEDO has used the cost of capital 8 

parameters issued by the Board on October 28, 2021 which reflects a return on equity of 8.66%.   9 

 10 

If appropriate, EEDO will update the return on equity to reflect future Board issued cost of capital 11 

parameters for cost of service rate applications with rates that have effective dates in 2023 prior 12 

to the issuance of the Board’s decision for this Application. 13 

 14 

 15 
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