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2.6 Revenue Requirement & Revenue Deficiency or Sufficiency 1 

The following information is included in our Exhibit six (6): 2 

• Determination of Net Utility Income 3 

• Proposed Revenue Requirement 4 

• Statement of Rate Base 5 

• Actual Utility Return on Base 6 

• Requested Rate of Return 7 

• Deficiency or Sufficiency in Revenue 8 

• Gross Deficiency or Sufficiency in Revenue 9 

Consistent with the filing requirements, RHI is presenting information net of electricity price differentials 10 
captured in Retail Settlement Variance Accounts (RSVAs) and also net of any costs associated with low 11 
voltage (LV) charges or DVA balances of expenditures/revenues being tracked through approved deferral 12 
and variance accounts for specific distribution assets for which disposition is not being sought in this 13 
application. 14 

  15 
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2.6.1 Revenue Requirement Work Form 1 

2.6.1.1 Determination of Net Utility Income 2 

Renfrew Hydro Inc.’s (RHI) current rates are based on Board approved rates effective January 1, 2023, 3 
through an IRM proceeding (EB-2022-0060). Existing revenues based on existing Board approved rates, 4 
which are used in calculating utility income, are comprised of distribution revenue and exclude pass-thru 5 
charges such as LV Charges and Transmission Charges. 6 

Details on existing and projected distribution revenue at existing rates are presented below. Table 6.1 7 
below shows distribution revenues at proposed 2024 volumes.   8 
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Table 6.1:  Distribution Revenues at Current Rates – 2024 Volumes 1 

2 

2023 Rates at 2024 Load

Customer Class Name
 Variable

Distribution
Rate 

 per  Test Year Volume 
 Gross

Variable
Revenue 

 Transform.
Allowance

Rate 

Transform.
Allowance

kW's

Transform.
Allowance

$'s

Net
Variable
Revenue

Residential $0.0000 kWh 31,290,547 $0.00 $0.00 $0.00
General Service < 50 kW $0.0173 kWh 11,622,476 $201,068.84 $0.00 $201,068.84
General Service > 50 to 4999 kW $3.3767 kW 104,523 $352,943.74 -0.60 57878 -$34,726.80 $318,216.94
Unmetered Scattered Load $0.0017 kWh 264,699 $449.99 $0.00 $449.99
Street Lighting $4.6520 kW 1,075 $5,002.30 $0.00 $5,002.30
microFIT $0.0000 kW 0 $0.00 $0.00 $0.00

$0.0000 $0.00 $0.00 $0.00
Total Variable Revenue 43,283,320 $559,464.86 57878 -$34,726.80 $524,738.06

2023 Rates at 2024 Load

Customer Class Name  Fixed
Rate 

 Customers
(Connections) 

 Fixed Charge 
Revenue  Variable Revenue  TOTAL % Fixed

Revenue
% Variable
Revenue

% Total
Revenue

Residential $27.9300 3,922 $1,314,594.33 $0.00 $1,314,594.33 100.00% 60.11%
General Service < 50 kW $35.1700 458 $193,251.46 $201,068.84 $394,320.30 49.01% 50.99% 18.03%
General Service > 50 to 4999 kW $223.2000 42 $112,492.80 $318,216.94 $430,709.74 26.12% 73.88% 19.69%
Unmetered Scattered Load $23.4400 37 $10,407.36 $449.99 $10,857.35 95.86% 4.14% 0.50%
Street Lighting $2.2000 1,197 $31,600.80 $5,002.30 $36,603.10 86.33% 13.67% 1.67%
microFIT $0.0000 0 $0.00 $0.00 $0.00

0 $0.0000 0 $0.00 $0.00 $0.00
Total Fixed Revenue 5,656 $1,662,346.75 $524,738.06 $2,187,084.81

Test Year Projected Revenue from Existing Variable Charges

Test Year Projected Revenue from Existing Fixed Charges
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2.6.1.2 Proposed Revenue Requirement 1 

RHI’s 2024 Service Revenue Requirement of $2,717,112 represents the total revenue required by RHI in 2 
order to continue distributing electricity safely and reliably. The Service Revenue Requirement consists 3 
of OM&A expenses, costs related to capital investments (depreciation and return on capital), as well as 4 
payment of both property taxes and income taxes. The 2024 Base Revenue Requirement of $2,527,657 5 
is the basis for determining 2024 distribution rates and the 2024 RRRP funding amount, based on the 6 
cost allocation study presented in Exhibit 7 and the rate design process presented in Exhibit 8. This 7 
amount is calculated as the Service Revenue Requirement, less a Revenue Offset of $189,455, being the 8 
net revenue received from sources other than rates.   Revenue Requirement Workform can be found in 9 
PDF format in Appendix A. 10 

Table 6.2 below summarizes RHI’s proposed 2024 Revenue Requirements, consistent with Sheet 9 of the 11 
RRWF.   12 

Table 6.2:  Test Year Revenue Requirement 13 

  14 

Particulars Application   

OM&A Expenses $1,655,134
Amortization/Depreciation $388,351
Property Taxes $9,731  
Income Taxes (Grossed up) $34,347
Other Expenses $ -
Return

Deemed Interest Expense $276,086
Return on Deemed Equity $353,462

Service Revenue Requirement 
(before Revenues) $2,717,112

Revenue Offsets $189,455
Base Revenue Requirement $2,527,657
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The following table provides the calculation of RHI’s 2024 net income at the proposed 2024 revenue 1 
requirement, consistent with Sheet 5 of the RRWF. 2 

3 

 4 

Table 6.3 Utility Income under Proposed Revenue Requirement

Particulars                                Initial 
Application   

Operating Revenues:
Distribution Revenue (at 
Proposed Rates)

$2,527,657

Other Revenue $189,455

Total Operating Revenues

Operating Expenses:
OM+A Expenses $1,655,134
Depreciation/Amortization $388,351
Property taxes $9,731
Capital taxes $ -
Other expense $ -

Subtotal (lines 4 to 8)

Deemed Interest Expense $276,086

Total Expenses (lines 9 to 10) $2,329,303

Utility income before 
income taxes $387,809

Income taxes (grossed-up)

Utility net income

$34,347

$353,462

$2,717,112

$2,053,217



Renfrew Hydro Inc. 
EB-2023-0049 

Exhibit 6 – Revenue Sufficiency/Deficiency 
Filed: May 24, 2023 

 

PAGE 9 OF 46 
 

2.6.1.3 Statement of Rate Base 1 

Determination of RHI’s 2024 rate base is required as a first step in determining the return on capital 2 
amount of $629,548 included in the revenue requirement. Table 6.4 summarizes the calculation of RHI’s 3 
rate base for the 2024 Test Year, consistent with the more detailed rate base calculations and analysis 4 
contained in Exhibit # 2. 5 

 6 

Table 6.4: Calculation of Rate Base
Particulars Initial 

Application

Gross Fixed Assets (average) $12,068,769
Accumulated Depreciation (average) ($3,515,810)
Net Fixed Assets (average) $8,552,959

Allowance for Working Capital $887,811

$9,440,770Total Rate Base
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2.6.1.4 Actual Utility Return on Rate Base 1 

Table 6.5 below summarizes the calculation of RHI’s 2024 return on rate base, consistent with the Cost 2 
of Capital parameters and capital structure presented in Exhibit 5. 3 

 4 

Year:

Particulars Cost Rate Return

(%) ($) (%) ($)
Debt
  Long-term Debt 56.00% $5,286,831 4.88% $257,997

  Short-term Debt 4.00% (1) $377,631 4.79% $18,089

Total Debt 60.0% $5,664,462 4.87% $276,086

Equity
  Common Equity 40.00% $3,776,308 9.36% $353,462

  Preferred Shares $ - $ -
Total Equity 40.0% $3,776,308 9.36% $353,462

Total 100.0% $9,440,770 6.67% $629,548

Table 6.5: Return on Rate Base

2024

Capitalization Ratio
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2.6.1.5 Requested and Indicated Rate of Return 1 

Table 6.6 compares RHI’s 2024 return on rate base, at both current approved rates, and proposed rates. 2 
The amounts in Table 6.5 are consistent with the amounts in Sheet 8 of the RRWF and the difference of 3 
$306,278 is equal to the revenue deficiency (prior to being grossed-up for taxes). 4 

 5 

The requested rate of return on rate base is 6.67%. Exhibit 5 provides detail on the determination of this 6 
rate, consistent with RHI’s cost of debt and the OEB prescribed cost of capital parameters. As shown in 7 
Table 6.6, RHI’s indicated rate of return (i.e.: its rate of return on rate base at existing approve rates) is 8 
6.67%.  9 

Particulars
At Current 

Rates
At Proposed 

Rates Difference
276,086$   276,086$   -$       

Return on Deemed equity 47,184$    353,462$   306,278$   

Total Return on rate base 323,270$   629,548$   306,278$   

9,440,770$ 9,440,770$ -$       

Rate of Return on Rate Base 3.42% 6.67% 3.24%

Table 6.6: Return on rate base - Current vs Proposed Rates

Deemed interest

Rate Base



Renfrew Hydro Inc. 
EB-2023-0049 

Exhibit 6 – Revenue Sufficiency/Deficiency 
Filed: May 24, 2023 

 

PAGE 12 OF 46 
 

2.6.1.6 Calculation of Revenue Deficiency or Surplus 1 

RHI’s net revenue deficiency at current approved rates is $416,706. This deficiency is calculated as the 2 
difference between the 2024 Test Year Revenue Requirement and the forecast Test Year revenue at 3 
RHI’s 2023 approved distribution rates.  4 

The detailed calculation of the 2024 revenue deficiency is provided in Table 6.7 which is consistent with 5 
Sheet 8 of the RRWF. The drivers of the change in revenue requirement between 2017 Board Approved 6 
and 2024 Test Year that result in a 2024 revenue deficiency are detailed in Table 6.7. 7 

Table 6.7:  Revenue Deficiency (RRWF) 8 

 9 

Revenue Deficiency from Below $416,706
Distribution Revenue $2,187,031 $2,110,951
Other Operating Revenue 
Offsets - net

$189,455 $189,455

Total Revenue $2,376,486 $2,717,112

Operating Expenses $2,053,217 $2,053,217
Deemed Interest Expense $276,086 $276,086
Total Cost and Expenses $2,329,303 $2,329,303

Utility Income Before Income 
Taxes

$47,184 $387,809

   
Tax Adjustments to Accounting               
Income per 2013 PILs model

($258,198) ($258,198)

Taxable Income ($211,014) $129,611

Income Tax Rate 26.50% 26.50%
Income Tax on Taxable 
Income

$ - $34,347

Income Tax Credits $ - $ -
Utility Net Income $47,184 $353,462

Utility Rate Base $9,440,770 $9,440,770

Deemed Equity Portion of Rate 
Base 

$3,776,308 $3,776,308

Income/(Equity Portion of Rate 
Base)

1.25% 9.36%

Target Return - Equity on Rate 
Base

9.36% 9.36%

Deficiency/Sufficiency in Return 
on Equity

-8.11% 0.00%

Indicated Rate of Return 3.42% 6.67%
Requested Rate of Return on 
Rate Base

6.67% 6.67%

Deficiency/Sufficiency in Rate of 
Return

-3.24% 0.00%

Target Return on Equity $353,462 $353,462
Revenue Deficiency/(Sufficiency) $306,279 $0
Gross Revenue 
Deficiency/(Sufficiency)

$416,706

Particulars

Initial Application

At Proposed 
Rates

At Current 
Approved Rates
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2.6.1.7 Causes of Revenue Deficiency or Surplus 1 

RHI’s existing rates are based on the Board-approved rates in 2017 following a cost-of-service rate 2 
application, and adjustments to its base distribution rates in 2018-2023 under the Board’s Third 3 
Generation Incentive Regulation Mechanism.   4 

As shown in Table 6.7 of Revenue Deficit at the previous section, the Revenue Deficiency is determined 5 
to be $416,706. The deficiency is largely due to increases in rate base and OM&A.  6 

The proposed rate base for 2024 is $2,755,995 higher than the 2017 Board-approved amount, an 7 
increase of 50.6%. Based on a 6.67% overall cost of capital, the increase in the rate base drives an 8 
increase to the revenue requirement. The factors contributing to the change in the rate base are 9 
discussed in detail at Exhibit 2 but for the most part, are due to investments in the distribution system to 10 
follow the distribution system plan and required system renewal.   11 

A significant loss in customer number and load relative to the 2017 board approved forecast in General 12 
Service over 50kW (GS>50) has contributed to the Revenue Deficiency as well.  Overall, RHI revenues 13 
based on 2017 Board approved Customer numbers and load forecast was $101,335 lower using constant 14 
2022 rates currently in place.  Table 6.8 below outlines this deficiency. 15 

The major contributors of the deficiency are explained below and Table 6.9 comparing the specifics from 16 
2017 Board Approved to 2024 Test Year is presented following the explanations below.    17 

• Increase in OM&A of $191,585 from $1,473,280 in 2017 Board Approved to $1,664,865 in 18 
2024.  This represents a 13% increase over 7 years and compares favorably to normal 19 
inflationary targets.  Cost drivers are explained further in Exhibit 4.  20 

• An increase in Average Net Fixed Assets of $2,887,871 from $5,665,088 in 2017 Board 21 
approved to $8,552,959 in 2024.  Explained further in Exhibit 2 22 

• A decrease in Working Capital of $131,878 from $1,019,689 in 2017 Board approved to 23 
$887,811 in 2024.   24 

• An increase in the Weighted Average Cost of Capital from 5.67% of 2017 Board approved to 25 

6.67% in 2024.  26 

• An increase in Depreciation Expenses of $145,199 from $243,152 of 2017 Board approved to 27 
$388,351 in 2024.  28 

• An increase in deemed PILs expense of $13,069 from $21,278 in the 2017 Board approved 29 
value to $34,347 in 2024. 30 
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 1 

 2 

Customer Class Name Billed Units Last Board 
Appr 2022  Fixed

Rate 

Revenue at 
2017 

Forecast
Revenue at 
2022 Actual

Revenue 
sufficiency 

(deficiency)
Residential Fixed 3,835 3,888 $27.0100 1,243,000    1,260,179    17,178          
General Service < 50 kW Fixed 414 454 $34.0100 168,962        185,286        16,325          
General Service > 50 to 4999 kW Fixed 61 42 $215.8600 158,010        108,793        49,216-          
Unmetered Scattered Load Fixed 34 37 $22.6700 9,249             10,065          816                
Street Lighting (Connections) Fixed 1,199 1,197 $2.1300 30,646          30,595          51-                   

14,948-          

Customer Class Name Billed Units Last Board 
Appr 2022

 Variable
Distribution

Rate 

Revenue at 
2017 

Forecast
Revenue at 
2022 Actual

Revenue 
deficiency

Residential N/A 29,993,952 30,997,474 $0.0000 -                 -                 -                 
General Service < 50 kW kWh 12,181,792 11,513,618 $0.0167 203,436        192,277        11,159-          
General Service > 50 to 4999 kW kW 122,368 102,093 $3.2657 399,617        333,403        66,214-          
Unmetered Scattered Load kWh 155,148 264,699 $0.0016 248                424                175                
Street Lighting kW 3,118 1,075 $4.4990 14,028          4,838             9,190-             

86,387-          
101,335-        

Total 

Total

Table 6.8: Annualized Revenues at 2022 Actual Load vs 2017 Board Approved Load

Total fixed and variable
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Table 6.9:  Comparison of Revenue Deficiency (RRWF) 1 

Particulars (taken from RRWF- 8. Rev_Def_Suff) 
2017 Board 
approved 

2024 
Proposed 

Rates 

Increase 
(decrease) 

$ 

Increase 
(decrease) 

% 
         

Revenue Deficiency from Below     

Distribution Revenue $2,003,438 $2,527,657 $524,219 26.2% 

Other Operating Revenue Offsets - net $113,005 $189,455 $76,450 67.7% 

Total Revenue $2,116,443 $2,717,112 $600,669 28.4% 
      

Operating Expenses $1,716,432 $2,053,217 $336,785 19.6% 

Deemed Interest Expense $143,963 $276,086 $132,123 91.8% 

Total Cost and Expenses $1,860,395 $2,329,303 $468,908 25.2% 
      

Utility Income Before Income Taxes $256,054 $387,809 $131,755 51.5% 

        

Tax Adjustments to Accounting Income per 2017 

PILs model ($114,192) ($258,198) ($144,006) 

126.1% 

Taxable Income $141,855 $129,611 ($12,244) (8.63%) 

      

Income Tax Rate 15% 26.50% 11.5% 76.7% 

Income Tax on Taxable Income $21,278 $34,347 $13,069 55.7% 

Income Tax Credits $0 $0 $0 0.00% 

Utility Net Income  $234,769 $353,462 $118,693 50.6% 
      

Utility Rate Base $6,684,775 $9,440,770 $2,755,995 41.2% 
      

Deemed Equity Portion of Rate Base  $2,673,910 $3,776,308 $1,102,398 41.2% 

      

Income/(Equity Portion of Rate Base) 8.78% 9.36% 0.58% 6.6% 

Target Return - Equity on Rate Base 8.78% 9.36% 0.58% 6.6% 

Deficiency/Sufficiency in Return on Equity 0.00% 0.00% 0.00% 0.00% 

      

Indicated Rate of Return 5.67% 6.67% 1.00% 17.6% 

Requested Rate of Return on Rate Base 5.67% 6.67% 1.00% 17.6% 

Deficiency/Sufficiency in Rate of Return 0.00% 0.00% 0.00% 0.00% 

      

Target Return on Equity $234,769 $353,462 $118,693 50.6% 

2 
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2.6.1.8 Impact of change in accounting standards or policies 1 

RHI has adopted MIFRS and confirms that it incorporated the required changes to its capitalization 2 
policies and depreciation rates as part of its 2017 Cost of Service Application. As such, there are no 3 
changes to accounting standards that impact the change in revenue requirement.  IFRS 16 change has 4 
no net effect as expense has moved from OM&A to Depreciation and interest, which ultimately has a nil 5 
effect. 6 
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2.6.1.9 – Revenue Requirement Work Form 1 

Table 6.10 below presents RHI’s Revenue Requirement trend from the 2017 Board Approved to 2024 Test Year:   2 

 3 

MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS

Particular
Last Board 
Approved 2017 2018 2019 2020 2021 2022 2023 2024

OM&A Expenses $1,469,016 $1,414,103 $1,439,373 $1,359,749 $1,402,857 $1,478,466 $1,461,113 $1,593,621 $1,655,134

Depreciation Expense $243,152 $245,165 $278,437 $340,799 $318,523 $325,887 $339,093 $362,467 $388,351

Property Taxes $4,265 $5,106 $6,148 $4,004 $5,497 $11,477 $9,147 $9,439 $9,731

Total Distribution Expenses $1,716,433 $1,664,374 $1,723,958 $1,704,552 $1,726,877 $1,815,830 $1,809,353 $1,965,526 $2,053,217

Regulated Return On Capital $378,732 $378,733 $396,966 $436,931 $466,965 $468,240 $474,748 $505,409 $629,548

Grossed up PILs $21,278 $3,601 $28,125 $3,067 -$19,461 -$22,991 $26,538 -$21,317 $34,347

Service Revenue Requirement $2,116,443 $2,046,708 $2,149,049 $2,144,550 $2,174,381 $2,261,079 $2,310,639 $2,449,618 $2,717,112

Less: Revenue Offsets -$113,004 $85,805 -$109,898 -$37,587 -$75,153 -$161,621 -$187,768 -$160,623 -$189,455

Base Revenue Requirement $2,003,439 $2,132,512 $2,039,152 $2,106,963 $2,099,229 $2,099,458 $2,122,871 $2,288,995 $2,527,657

Table 6.10: Trend in Revenue Requirement 
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Table 6.10 summarizes the drivers of the increase in RHI’s revenue requirement between 2017 Board 1 
Approved and 2024 Test Year with respect to each of the above line items. 2 

Detailed year-over-year variance analysis and/or cost driver analysis for certain line items can be also 3 
found in the following sections of the Application:  4 

• OM&A expenses – Exhibit 4  5 

• Regulated return on capital – Exhibit 5 6 

• Revenue offsets – Exhibit 3  7 

• Rate base – Exhibit 2  8 

  9 
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2.6.2 Taxes or Payments in Lieu of Taxes (PILS) & Property Taxes 1 

2.6.2.1 Income Taxes or PILs  2 

 3 

RHI summarizes the following:  4 

1. Detailed calculations of income tax or PILS as applicable are included in Table 6.11 below. A 5 
copy of the Income Tax/PILs model is available on the OEB’s website. Regulatory assets and 6 
liabilities are excluded from taxes/PILs calculations.  7 

2. Supporting schedules and calculations identifying reconciliating items are included in Table     8 
6.10.  9 

3. A copy of the most recent Federal and Provincial tax return is included in Appendix B.  10 

4. Financial statements do not differ from the financial statements filed in support of the 11 
application and are therefore not included with the tax return.  12 

5. RHI is not claiming tax credits such as Apprenticeship Training Tax Credits or Education Tax 13 
Credits.  14 

6. Supporting schedules, calculations, and explanations for “other additions” and “other 15 
deductions” in RHI’s PILs model are included in Table 6.11. The significant supporting schedule is 16 
CCA which has been provided in Table 6.12. Other calculations (donations, 24 meals) are 17 
immaterial, and the balances related to employee future benefits agree to the actuarial report 18 
provided in Appendix C.  19 

7. RHI has completed the integrity checks in the PILs model. 20 

8.  RHI has overridden tax rates in the OEB model, Appendix D, to reflect true tax rates paid by 21 
RHI due to CRA associated company rules and RHI’s relationship with Renfrew Power 22 
Generation Inc. and has provided justification for this deviation from standard below in Table 23 
6.13. 24 

9.  RHI has applied a loss carryforward from its 2023 expected tax return to be allotted over 5 25 
years as the taxable income results of 2023 are an exception due to the large purchase of a 26 



Renfrew Hydro Inc. 
EB-2023-0049 

Exhibit 6 – Revenue Sufficiency/Deficiency 
Filed: May 24, 2023 

 

PAGE 20 OF 46 
 

double bucket truck and other non-distribution assets which qualify for full CCA deductibility in 1 
2023.  2 

RHI is required to make payments in lieu of income taxes (taxes) based on its taxable income. RHI files 3 
Federal/Provincial tax returns annually. The income tax rate and capital cost allowance rates used to 4 
calculate taxes on RHI’s income tax returns are the same rates that have been proposed in the Test 5 
Period.  6 

 7 

 8 

 9 

  10 
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Table 6.11:  Tax Provision for 2024 Test Year 1 

 2 

Particular
Last Board 
Approved 2017 2018 2019 2020 2021 2022 Bridge Year 

2023
Test Year 

2024
Amount Calculated on line 9999 of Schedule 125           139,306           191,657           179,991           197,600           109,638           234,814 
Provision for income tax - Current              3,601            28,125              3,067 -          19,461 -          22,991            26,538 
Provision for income tax - Deferred              9,321            38,142            76,966            76,229            60,782            61,785 
Income before PILs/Taxes           234,769           152,228           257,924           260,024           254,368           147,429           323,137           205,519           353,463 
Amortization of Tangible Assets           245,807           250,806           281,186           344,473           359,444           372,022           392,308           437,901           500,473 
Gains/(loss) on disposal of assets            10,000              7,555 -          29,859                 912              3,959            27,939              3,630              3,798              2,800 
Non-Deductible Interest/meals expense                   -                   540                    3                   -                     -                   630                 882                 875                 810 
Remeasurements of Employee Future benefits -            3,786 -            6,460            67,375              1,149              1,193                 341              6,462              6,462              6,462 
Capital Cost Allowance -         366,213 -         391,080 -         468,854 -         594,982 -         604,517 -         588,217 -         581,525 -      1,282,337 -         600,339 
Right of Use Lease Obligation principal                   -                     -                     -   -          43,108 -          44,781 -          46,518 -          48,323 -          50,155 -          52,017 
Taxable Income           120,577            13,589           107,775 -          31,532 -          30,334 -          86,374            96,571 -         677,937           211,652 
Losses carried forward/backwards                   -   -          13,589 -         107,775            31,532            30,334            86,374 -          96,571            96,571 -         211,652 
Regulatory Taxable Income           120,577                   -                     -                     -                     -                     -                     -   -         581,366                   -   
Tax rate 15% 26.5% 26.5% 26.5% 26.5% 26.5% 26.5% 26.5% 26.5%
Corporate PILs            18,087                   -                     -                     -                     -                     -                     -                     -                     -   
Income Tax Gross Up 85.0% 73.5% 73.5% 73.5% 73.5% 73.5% 73.5% 73.5% 73.5%
Gross Up Amount              3,192                   -                     -                     -                     -                     -                     -                     -                     -   
Grossed Up PILs            21,279                   -                     -                     -                     -                     -                     -                     -                     -   
Tax Adjustments to Accounting Income (RRWF) -         114,192 -         138,639 -         150,149 -         291,556 -         284,702 -         233,803 -         226,566 -         883,456 -         141,811 
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In November 2018, the Minister of Finance delivered the 2018 Fall Economic Statement, and the 1 
announcement included a provision for accelerated CCA deductions. The changes were effective for all 2 
expenditures incurred after November 20, 2018. A summary of the impact to RHI is below:  3 

• ½ year rule suspended for CCA, with accelerated CCA on capital asset classes at 1.5 times the 4 
previous rate for first year of CCA deduction for expenditures incurred and available for use 5 
between November 20, 2018, and December 31, 2023.  6 

• ½ year rule suspended for CCA for expenditures incurred and available for use between 7 
January 1, 2024, and December 31, 2027.  8 

• full CCA claimed for non-distribution assets purchased in 2023 at 100% of disbursement  9 

 10 

Below is a summary of the supporting schedule for CCA for 2024. 11 

 12 

As could be noted in Table 6.11, RHI has paid nothing in net PILs taxes over the 7-year period as PILs tax 13 
charges in the years 2017 through 2018 have been recovered through 2019, 2020 and 2021 loss carry 14 
backs due primarily to accelerated CCA.  RHI has recorded $85,596, plus interest charges, in Group 2 15 
Deferral and Variance accounts sub account 1592 – PILs and tax Variances – CCA.  Please note that RHI 16 
has opted to repay our customers 100% of our tax savings due to the accelerated CCA and these details 17 
are in Exhibit 9.  RHI is aware of the Board policy issued July 25, 2019, on a 50/50 basis to repay 18 

Class

UCC - 
Beginning of 

the year Additions CCA Rate

CCA - at 
Accelerated 

rate
UCC- End 

of year
1 2,756,915  -            4% 110,277     2,646,638  
8 24,535       17,000       20% 8,307        33,228       

10 67,189       100,000     30% 50,157       117,032     

12 -            8,000        100% 8,000        -            
13 19,157       -            NA 14,306       4,851        

14.1 4,159        -            7% 291           3,868        
45 2,257        -            45% 1,016        1,241        
47 4,304,819  795,000     8% 407,986     4,691,833  

7,179,031  920,000     600,339     7,498,692  

Table 6.12: Supporting Schedule - CCA - 2024
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customers at 50% of tax savings due to Bill C-97 policy change, however based on recent settlements in 1 
our industry we believe that a 100% is the most preferred method to address this issue.  2 

RHI has overridden the tax rates in the OEB model to better reflect the true tax rate which is prevalent 3 
in RHI’s tax filings.  RHI, through common ownership of the Town of Renfrew, is considered an 4 
Associated Company with Renfrew Power Generation Inc. (RPG) and as such combines the total assets 5 
of both RHI and RPG when determining classification of small or large business corporations and tax 6 
rates.  An excerpt below from RHI’s most recent PILs tax return shows the asset base for tax purposes of 7 
RHI to be $15,025,289 for 2022.  As the PILs model uses rate base as the determinant for the rate of tax, 8 
RHI is grouped in the 12.5% small business tax rate with RHI’s rate base being $9,440,770.   This makes 9 
the Canada Revenue Agency and the PILs tax Model classifications inconsistent and not truly reflective 10 
of PILs tax paid by the entity, when applicable. 11 

Table 6.13: Taxable Capital Supporting Schedule 12 

  13 

RHI is in a unique position due to its Associated Company status with this provider of electricity 14 
generation.  Due to the significant capital investment RPG completed in 2015, RPG has expanded its 15 
generation of electricity and RHI customers have benefited as Embedded Generation has grown from 16 
just under 1 Megawatt to just short of 2 Megawatt per month on average from 2015 to 2022.  This has 17 
reduced demand charges from externally provided power through reduced transmission charges. Hydro 18 
One’s Network, Transmission and Common Sub-transmission lines charges for 2023 combine to $9.09 19 
per kilowatt, per month.  Multiplying this amount across 12 months for approximately 1,000 kW 20 
computes to an annual savings of $109,080 in pass through charges to the customers of RHI.  This does 21 
not even include Wholesale market charges as these would extend to additional cost savings for RHI 22 
customers.    23 

In addition, RHI’s loss factor due to this increased production has reduced from 1.081 to 1.0714.  On the 24 
surface, this reduction can be calculated by approximately 24% of RHI’s distributed power being from 25 
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embedded generation within the Town.  24% of Hydro One’s loss factor is being saved by the customers 1 
in Renfrew.  The 24% Hydro One Loss factor of 1.034 equals .008 in reduced loss factor, which is almost 2 
exactly the reduction of RHI’s loss factor in this application. 3 

RHI has calculated the effect of reduction of loss factor of customer bills in Table 6.13 below by simply 4 
changing the Loss Factor on each rate class and multiplying by the Forecasted customers at normal 5 
average usage which RHI used for 2023 IRM models.  The result of the loss factor adjustment in savings 6 
across all rate classes amounts to $96,507. 7 

 8 

    9 

RHI acknowledges power costs are flow through and the cost of power savings are already passed 10 
through to the customer, albeit on a 2-year delayed cycle through IRM applications.  The adjustment to 11 
lost factor will benefit customers by removing the time lag associated with Group 1 variances and 12 
narrow variances so customers are charged in real time. 13 

The Province of Ontario has a total of 5,367,402 customers from the 2021 Yearbook of Electrical 14 
distributors.  Of those customers, only 475,380 belong to LDCs with less than $15M in Net Property, 15 
Plant and Equipment (NPPE), also from the same Yearbook.  This alone, places 91.8% of Customers with 16 
LDCs in the recoverable tax bracket of 26.5%. Another 253,080 customers are with LDCs between $10M 17 
and $15M in NPPE, which these customers are in a PILs bracket between 12.5% and 26.5%.  This 18 
amounts to another 4.7% of the total of the province’s customers.  This analysis does not even include 19 
working capital component to those customer bases and therefore rate base.  All this is to say that only 20 
3.5% of Ontario electricity customers are paying through their distribution rates the 12.5% tax rate that 21 
the PILs Model automatically places RHI in for calculating PILs tax due to the use of rate base. 22 

For the above reasons, RHI deems it reasonable to override the tax rates within the model as the 23 
relationship with RPG provides significant cost savings to the Customers of RHI.  RHI Customers are also 24 
part of a very small portion of Customers across the Province not already paying the full tax rate.  25 

Average Monthly 
Bill Usage

Loss factor 
at 1.081%

Loss Factor 
at 1.0714%

Monthly 
savings

# of Forecast 
Customers

Annual 
Savings

Residential 750 kWh TOU RPP 121.34$        120.54$        0.80$            3,922            37,651$      
GS < 50 2,000 kWh TOU RPP 315.19$        313.10$        2.09$            458               11,487$      
GS > 50 RHI Average in IRM 12,671.40$   12,578.81$   92.59$          42                 46,665$      
USL RHI Average in IRM 99.13$          98.48$          0.65$            37                 289$           
SL RHI Average in IRM 7,660.18$     7,625.59$     34.59$          1                   415$           

96,507$      

Table 6.14: Impact of Loss Factor reduction on Bill (2023 All inclusive rates)
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RHI is also projecting a large tax loss in 2023 due to the immediate full CCA depreciation of non-1 
distribution assets such as the double bucket truck purchase for tax purposes.  This loss will allow RHI to 2 
recover taxes paid in 2022 and provide a carryforward value for tax purposes.  RHI is requesting to 3 
spread this loss carry forward over 5 years as using the full value in 2024 would result in no inclusion of 4 
PILs tax in the test year and this would not be persistent over the 5-year term of the Cost of Service. 5 

  6 
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2.6.2.2 Other Taxes 1 

The only other taxes than the PILs presented in this Exhibit incurred by RHI are property taxes, which 2 
have not significantly fluctuated between 2017 Board Approved and the 2024 Test Year. The tax 3 
amounts are derived from actual invoices received. The 2023 Bridge Year and the 2024 Test Year are 4 
based on an inflationary increase. 5 

Table 6.15 – Other Taxes 6 

 7 

  8 

Particular Property Taxes
Last Board Approved 4,265             

2017 5,106             
2018 6,148             
2019 4,004             
2020 5,497             
2021 11,477            
2022 9,147             
2023 9,439             
2024 9,731             
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2.6.2.3 Non-recoverable & Disallowed Expenses 1 

RHI does not have any expenses that are deducted for general tax purposes but for which recovery in 2 
2024 distribution rates would be disallowed. 3 

  4 
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2.6.3 Other Revenue 1 

2.6.3.1 Other Revenue 2 

Other Distribution Revenues are revenues that are distribution related but are sourced from means 3 
other than distribution rates. For this reason, other revenues are deducted from RHI’s proposed revenue 4 
requirement.  Other Distribution Revenues includes items such as: 5 

• Specific Service Charges 6 

• Late Payment Charges 7 

• Other Distribution Revenues 8 

• Other Income and Expenses 9 
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Table 6.16: OEB Appendix 2_H: Other Operating Revenues 1 

 2 

A detailed breakdown by USoA account is shown in OEB Appendix 2-H. Year over year variance analysis follows. 3 

7 8 9 10 FALSE
USoA # USoA Description 2017 Actual² 2018 Actual² 2019 Actual² 2020 Actual² 2021 Actual² 2022 Actual Bridge Year Test Year

2017 2018 2019 2020 2021 2022 2023 2024
Reporting Basis

4082 Retail Services Revenues 4,968-$           4,788-$           8,200-$           5,661-$           4,996-$           4,725-$           8,360-$           8,407-$           
4084 Service Transaction Requests (STR) Revenues 34-$                21-$                -$               41-$                17-$                27-$                -$               -$               
4086 SSS Administration Revenue 12,541-$          12,670-$          12,728-$          12,830-$          12,885-$          12,964-$          13,125-$          13,490-$          
4210 Rent from Electric Property 37,648-$          46,443-$          41,996-$          41,996-$          41,996-$          41,996-$          41,996-$          89,981-$          
4225 Late Payment Charges 22,682-$          22,173-$          17,932-$          23,867-$          16,548-$          17,169-$          19,588-$          19,588-$          
4235 Miscellaneous Service Revenues 45,881-$          36,382-$          31,363-$          36,136-$          67,178-$          62,231-$          37,412-$          37,849-$          
4245 Government and Other Assistance Directly Credited to Income 2,160-$           4,414-$           3,674-$           19,236-$          29,970-$          25,843-$          11,541-$          14,853-$          
4305 Regulatory Debits 162,681$        154,342$        148,036$        146,814$        -$               -$               -$               -$               
4325 Revenues from Merchandise 10,576-$          17,495-$          6,756-$           3,224-$           128-$              926-$              4,440-$           4,440-$           
4355 Gain on Disposition of Utility and Other Property -$               42,847-$          5,750-$           -$               6,531-$           -$               20,000-$          -$               
4362 Loss from Retirement of Utility and Other Property 7,555$           6,771$           6,662$           3,959$           34,470$          3,630$           3,798$           2,800$           
4375 Revenues from Non Rate-Regulated Utility Operations 10,410-$          105,075-$        73,365-$          220,909-$        74,124-$          28,352-$          3,200-$           3,200-$           
4380 Expenses of Non Rate-Regulated Utility Operations 46,164$          43,305$          32,144$          148,912$        65,784$          24,386$          -$               -$               
4390 Miscellaneous Non-Operating Income 11,090-$          6,667-$           4,071-$           3,349-$           3,161-$           1,653-$           1,500-$           1,500-$           
4405 Interest and Dividend Income 27,393$          15,340-$          18,594-$          7,680-$           4,340-$           19,899-$          13,800-$          13,800-$          

45,881-$          36,382-$          31,363-$          36,136-$          67,178-$          62,231-$          37,412-$          37,849-$          
22,682-$          22,173-$          17,932-$          23,867-$          16,548-$          17,169-$          19,588-$          19,588-$          

-57350.6 68,336-$          66,598-$          79,764-$          89,864-$          85,554-$          76,021-$          126,732-$        
211718.3 16,994$          78,306$          64,614$          11,969$          22,814-$          39,142-$          20,140-$          

85,805$          109,898-$        37,587-$          75,153-$          161,621-$        187,768-$        172,164-$        204,309-$        

Appendix 2-H
Other Operating Revenue

Miscellaneous Service Revenues

Other Income or Deductions
Total

Late Payment Charges
Other Operating Revenues
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Variance Analysis 1 

Table 6.17 to 6.24 below presents year over year variances of other operating revenues. An explanation 2 
of variances above the materiality threshold of $10,000 is provided in the detail below. 3 

Table 6.17: 2017 Board Approved vs 2017 Actual 4 

 5 

The increase in specific service charges of $27,381 favorable to Board approved in USoA account #4235 6 
primarily relates to Occupancy change volumes increasing and dis-connect and re-connection charges 7 
commenced for service upgrades.   8 

Late Payment and Other Distribution/Operating revenues charges were below materiality threshold.  9 

Other Income or deductions once removing regulatory debits related to CGAAP and MFIRS depreciation 10 
of $162,681 debit and $31,235 of negative interest charges related to these were $35,956 negative, 11 
which is primarily account 4380 which was recovered in 2018 after the sale of the property where RHI 12 
was previously located.  13 

 14 

 15 

Reporting Basis MIFRS MIFRS Var Analysis Var Analysis
2017 2017 $ %

USoA# USoA Description
Board 

Approved
4235 4235-Miscellaneous Service Revenues -$18,500 -$45,881 -$27,381 148.01%
4225 4225-Late Payment Charges -$20,000 -$22,682 -$2,682 13.41%

4082 4082-Retail Services Revenues -$5,000 -$4,968 $32 0.64%
4084 4084-Service Transaction Requests (STR) Revenues -$50 -$34 $17 33.00%
4086 4086-SSS Administration Revenue -$12,500 -$12,541 -$41 0.33%
4210 4210-Rent from Electric Property -$38,000 -$37,648 $352 0.93%
4245 4245-Government Assistance Directly Credited to Income -$800 -$2,160 -$1,360 170.01%
4305 4305-Regulatory Debits $0 $162,681 $162,681
4325 4325-Revenues from Merchandise Jobbing, Etc. -$7,000 -$10,576 -$3,576 51.09%
4355 4355-Gain on Disposition of Utility and Other Property -$5,454 $0 $5,454 100.00%
4360 4360-Loss on Disposition of Utility and Other Property $10,000 $7,555 -$2,445 24.45%
4375 4375-Revenues from Non-Utility Operations -$8,000 -$10,410 -$2,410 30.12%
4380 4380-Expenses of Non-Utility Operations $0 $46,164 $46,164
4390 4390-Miscellaneous Non-Operating Income -$3,700 -$11,090 -$7,390 199.73%
4405 4405-Interest and Dividend Income -$4,000 $27,393 $31,393 784.84%

Total -$113,004 $85,805 $198,809 176%

Specific Service Charges -$18,500 -$45,881 -$27,381 148.01%
Late Payment Charges -$20,000 -$22,682 -$2,682 13.41%
Other Distribution/Operating Revenues -$56,350 -$57,351 -$1,001 1.78%
Other Income or Deductions -$18,154 $211,718 $229,872 1266.23%
Total -$113,004 $85,805 $198,809 175.93%
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Table 6.18: 2018 Actual vs 2017 Actual 1 

 2 

  3 

Specific Service charges declined in the year as dis-connect and re-connection charges declined 4 
significantly while comparing year to year. 5 

Late payment charges remained consistent, and variance is below materiality. 6 

Other Distribution/Operating Revenues increased due to an adjustment in pole attachment count with 7 
telecommunications companies. 8 

Other income increased by $194,725 as the utility sold the property formerly used for office and 9 
operations, 1/5th of which was included in the previous Cost-of-service, netting $42,847.  Account #4375 10 
netted $61,789 increase but was a recovery of 2017 expense of $46,164.  Interest income increased by 11 
$42,733 as the $31,425 of interest charges from the previous year were a one-time charge.   12 

 13 

 14 

Reporting Basis MIFRS MIFRS Var Analysis Var Analysis
2017 2018 $ %

USoA# USoA Description
4235 4235-Miscellaneous Service Revenues -$45,881 -$36,382 $9,500 20.70%
4225 4225-Late Payment Charges -$22,682 -$22,173 $509 2.24%

4082 4082-Retail Services Revenues -$4,968 -$4,788 $180 3.63%
4084 4084-Service Transaction Requests (STR) Revenues -$34 -$21 $13 38.06%
4086 4086-SSS Administration Revenue -$12,541 -$12,670 -$129 1.03%
4210 4210-Rent from Electric Property -$37,648 -$46,443 -$8,795 23.36%
4245 4245-Government Assistance Directly Credited to Income -$2,160 -$4,414 -$2,254 104.35%
4305 4305-Regulatory Debits $162,681 $154,342 -$8,340 5.13%
4325 4325-Revenues from Merchandise Jobbing, Etc. -$10,576 -$17,495 -$6,919 65.42%
4355 4355-Gain on Disposition of Utility and Other Property $0 -$42,847 -$42,847
4360 4360-Loss on Disposition of Utility and Other Property $7,555 $6,771 -$785 10.39%
4375 4375-Revenues from Non-Utility Operations -$10,410 -$105,075 -$94,665 909.39%
4380 4380-Expenses of Non-Utility Operations $46,164 $43,305 -$2,859 6.19%
4390 4390-Miscellaneous Non-Operating Income -$11,090 -$6,667 $4,423 39.88%
4405 4405-Interest and Dividend Income $27,393 -$15,340 -$42,733 156.00%

Total $85,805 -$109,898 -$195,702 228%

Specific Service Charges -$45,881 -$36,382 $9,500 20.70%
Late Payment Charges -$22,682 -$22,173 $509 2.24%
Other Distribution/Operating Revenues -$57,351 -$68,336 -$10,986 19.16%
Other Income or Deductions $211,718 $16,994 -$194,725 91.97%
Total $85,805 -$109,898 -$195,702 228.08%
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Table 6.19: 2019 Actual vs 2018 Actual 1 

   2 

Specific Service charges, late payment fees and Other Distribution revenues all changed below 3 
materiality threshold of $10,000. 4 

Other income declined by $61,313 as the gain from sale of property was a one-time increase.  5 

Reporting Basis MIFRS MIFRS Var Analysis Var Analysis
2018 2019 $ %

USoA# USoA Description
4235 4235-Miscellaneous Service Revenues -$36,382 -$31,363 $5,018 13.79%
4225 4225-Late Payment Charges -$22,173 -$17,932 $4,241 19.13%

4082 4082-Retail Services Revenues -$4,788 -$8,200 -$3,412 71.26%
4084 4084-Service Transaction Requests (STR) Revenues -$21 $0 $21 100.00%
4086 4086-SSS Administration Revenue -$12,670 -$12,728 -$58 0.46%
4210 4210-Rent from Electric Property -$46,443 -$41,996 $4,448 9.58%
4245 4245-Government Assistance Directly Credited to Income -$4,414 -$3,674 $740 16.76%
4305 4305-Regulatory Debits $154,342 $148,036 -$6,306 4.09%
4325 4325-Revenues from Merchandise Jobbing, Etc. -$17,495 -$6,756 $10,739 61.38%
4355 4355-Gain on Disposition of Utility and Other Property -$42,847 -$5,750 $37,097 86.58%
4360 4360-Loss on Disposition of Utility and Other Property $6,771 $6,662 -$108 1.60%
4375 4375-Revenues from Non-Utility Operations -$105,075 -$73,365 $31,709 30.18%
4380 4380-Expenses of Non-Utility Operations $43,305 $32,144 -$11,161 25.77%
4390 4390-Miscellaneous Non-Operating Income -$6,667 -$4,071 $2,597 38.95%
4405 4405-Interest and Dividend Income -$15,340 -$18,594 -$3,254 21.22%

Total -$109,898 -$37,587 $72,311 66%

Specific Service Charges -$36,382 -$31,363 $5,018 13.79%
Late Payment Charges -$22,173 -$17,932 $4,241 19.13%
Other Distribution/Operating Revenues -$68,336 -$66,598 $1,739 2.54%
Other Income or Deductions $16,994 $78,306 $61,313 360.80%
Total -$109,898 -$37,587 $72,311 65.80%
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Table 6.20: 2020 Actual vs 2019 Actual 1 

   2 

Specific Service charges and late payment fees both changed below materiality threshold of $10,000. 3 

Other Distribution Revenues increased by $13,166, primarily due to government assistance related to 4 
the training of an apprentice line maintainer’s wages. 5 

Other income or deductions increased $13,693 due to request from the Town of Renfrew to assist in 6 
Street Light conversion to LED lights in which RHI earned additional revenue on a one-time basis.   7 

 8 

 9 

 10 

 11 

Reporting Basis MIFRS MIFRS Var Analysis Var Analysis
2019 2020 $ %

USoA# USoA Description
4235 4235-Miscellaneous Service Revenues -$31,363 -$36,136 -$4,772 15.22%
4225 4225-Late Payment Charges -$17,932 -$23,867 -$5,935 33.09%

4082 4082-Retail Services Revenues -$8,200 -$5,661 $2,539 30.97%
4084 4084-Service Transaction Requests (STR) Revenues $0 -$41 -$41
4086 4086-SSS Administration Revenue -$12,728 -$12,830 -$102 0.80%
4210 4210-Rent from Electric Property -$41,996 -$41,996 $0 0.00%
4245 4245-Government Assistance Directly Credited to Income -$3,674 -$19,236 -$15,562 423.51%
4305 4305-Regulatory Debits $148,036 $146,814 -$1,222 0.83%
4325 4325-Revenues from Merchandise Jobbing, Etc. -$6,756 -$3,224 $3,533 52.29%
4355 4355-Gain on Disposition of Utility and Other Property -$5,750 $0 $5,750 100.00%
4360 4360-Loss on Disposition of Utility and Other Property $6,662 $3,959 -$2,703 40.58%
4375 4375-Revenues from Non-Utility Operations -$73,365 -$220,909 -$147,543 201.11%
4380 4380-Expenses of Non-Utility Operations $32,144 $148,912 $116,768 363.26%
4390 4390-Miscellaneous Non-Operating Income -$4,071 -$3,349 $721 17.71%
4405 4405-Interest and Dividend Income -$18,594 -$7,680 $10,914 58.69%

Total -$37,587 -$75,153 -$37,566 100%

Specific Service Charges -$31,363 -$36,136 -$4,772 15.22%
Late Payment Charges -$17,932 -$23,867 -$5,935 33.09%
Other Distribution/Operating Revenues -$66,598 -$79,764 -$13,166 19.77%
Other Income or Deductions $78,306 $64,614 -$13,693 17.49%
Total -$37,587 -$75,153 -$37,566 99.94%
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Table 6.21: 2021 Actual vs 2020 Actual 1 

   2 

Specific Service charges increased $31,043 during the year.  The increase can be attributable to a new 3 
apartment complex requiring service during its build and temporary servicing and rental of transformer 4 
charges.  This continued into 2022.  5 

Late payment charged declined due to OEB imposed moratorium on late payment fees to residential 6 
customers due to the Covid 19 pandemic. 7 

Other distribution revenues increased $10,100 due to continued government assistance related to the 8 
training of an apprentice line maintainer’s wages. 9 

Other income or deductions increased due to the removal of regulatory debit from 2017 Cost of Service 10 
offset of $146,814 cost with also the decline in revenue obtained the previous year from the Town of 11 
Renfrew Street lighting conversion.  RHI also recorded $23,980 net losses on disposal of assets after 12 
review of asset counts. 13 

Reporting Basis MIFRS MIFRS Var Analysis Var Analysis
2020 2021 $ %

USoA# USoA Description
4235 4235-Miscellaneous Service Revenues -$36,136 -$67,178 -$31,043 85.91%
4225 4225-Late Payment Charges -$23,867 16,548.22-    $7,319 30.66%

4082 4082-Retail Services Revenues -$5,661 -$4,996 $665 11.74%
4084 4084-Service Transaction Requests (STR) Revenues -$41 -$17 $24 58.46%
4086 4086-SSS Administration Revenue -$12,830 -$12,885 -$55 0.43%
4210 4210-Rent from Electric Property -$41,996 -$41,996 $0 0.00%
4245 4245-Government Assistance Directly Credited to Income -$19,236 -$29,970 -$10,735 55.80%
4305 4305-Regulatory Debits $146,814 $0 -$146,814 100.00%
4325 4325-Revenues from Merchandise Jobbing, Etc. -$3,224 -$128 $3,095 96.03%
4355 4355-Gain on Disposition of Utility and Other Property $0 -$6,531 -$6,531
4360 4360-Loss on Disposition of Utility and Other Property $3,959 $34,470 $30,511 770.65%
4375 4375-Revenues from Non-Utility Operations -$220,909 -$74,124 $146,785 66.45%
4380 4380-Expenses of Non-Utility Operations $148,912 $65,784 -$83,129 55.82%
4390 4390-Miscellaneous Non-Operating Income -$3,349 -$3,161 $188 5.62%
4405 4405-Interest and Dividend Income -$7,680 -$4,340 $3,341 43.50%

Total -$75,153 -$161,621 -$86,469 115%

Specific Service Charges -$36,136 -$67,178 -$31,043 85.91%
Late Payment Charges -$23,867 -$16,548 $7,319 30.66%
Other Distribution/Operating Revenues -$79,764 -$89,864 -$10,100 12.66%
Other Income or Deductions $64,614 $11,969 -$52,644 81.48%
Total -$75,153 -$161,621 -$86,469 115.06%
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Table 6.22: 2022 Actual vs 2021 Actual 1 

   2 

Specific Service charges, late payment charges and other Distribution revenue variances all were below 3 
the materiality threshold of $10,000.  4 

Other income or deductions increased by $34,783 with $24,309 less loss on disposal of assets and 5 
increased Interest income due to rising interest rates on average bank balances.   6 

 7 

 8 

 9 

 10 

 11 

Reporting Basis MIFRS MIFRS Var Analysis Var Analysis
2021 2022 $ %

USoA# USoA Description
4235 4235-Miscellaneous Service Revenues -$67,178 -$62,231 $4,948 7.36%
4225 4225-Late Payment Charges 16,548.22-    -$17,169 -$621 3.75%

4082 4082-Retail Services Revenues -$4,996 -$4,725 $271 5.42%
4084 4084-Service Transaction Requests (STR) Revenues -$17 -$27 -$10 58.10%
4086 4086-SSS Administration Revenue -$12,885 -$12,964 -$79 0.61%
4210 4210-Rent from Electric Property -$41,996 -$41,996 $0 0.00%
4245 4245-Government Assistance Directly Credited to Income -$29,970 -$25,843 $4,128 13.77%
4305 4305-Regulatory Debits $0 $0 $0
4325 4325-Revenues from Merchandise Jobbing, Etc. -$128 -$926 -$798 622.49%
4355 4355-Gain on Disposition of Utility and Other Property -$6,531 $0 $6,531 100.00%
4360 4360-Loss on Disposition of Utility and Other Property $34,470 $3,630 -$30,840 89.47%
4375 4375-Revenues from Non-Utility Operations -$74,124 -$28,352 $45,772 61.75%
4380 4380-Expenses of Non-Utility Operations $65,784 $24,386 -$41,398 62.93%
4390 4390-Miscellaneous Non-Operating Income -$3,161 -$1,653 $1,508 47.71%
4405 4405-Interest and Dividend Income -$4,340 -$19,899 -$15,560 358.54%

Total -$161,621 -$187,768 -$26,147 16%

Specific Service Charges -$67,178 -$62,231 $4,948 7.36%
Late Payment Charges -$16,548 -$17,169 -$621 3.75%
Other Distribution/Operating Revenues -$89,864 -$85,554 $4,310 4.80%
Other Income or Deductions $11,969 -$22,814 -$34,783 290.60%
Total -$161,621 -$187,768 -$26,147 16.18%
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Table 6.23: 2023 Bridge year vs 2022 Actual 1 

  2 

 3 

Specific Service charges are expected to decline by $24,819 as temporary rental charges for electrical 4 
transformers at new building development and a malfunctioned transformer came to an end in 2022. 5 

Late payment charges were below the materiality threshold of $10,000 but are expected to rebound to 6 
levels received pre-pandemic. 7 

Other Distribution revenues are expected to decline by $12,583 as apprenticeship tax credits are 8 
expected to decline as line maintainers status change will reduce government assistance of wages.   9 

Other income or deductions are expected to increase by $17,329 mainly due to the expected sale and 10 
proceeds of $20,000 for RHI’s 23-year-old double bucket truck.  11 

 12 

Reporting Basis MIFRS MIFRS Var Analysis Var Analysis
2022 2023 $ %

USoA# USoA Description
4235 4235-Miscellaneous Service Revenues -$62,231 -$37,412 $24,819 39.88%
4225 4225-Late Payment Charges 17,169.33-    -$19,588 -$2,419 14.09%

4082 4082-Retail Services Revenues -$4,725 -$8,360 -$3,635 76.93%
4084 4084-Service Transaction Requests (STR) Revenues -$27 $0 $27 100.00%
4086 4086-SSS Administration Revenue -$12,964 -$13,125 -$161 1.24%
4210 4210-Rent from Electric Property -$41,996 -$41,996 $0 0.00%
4245 4245-Government Assistance Directly Credited to Income -$25,843 -$11,541 $14,302 55.34%
4305 4305-Regulatory Debits $0 $0 $0
4325 4325-Revenues from Merchandise Jobbing, Etc. -$926 -$4,440 -$3,514 379.66%
4355 4355-Gain on Disposition of Utility and Other Property $0 -$20,000 -$20,000
4360 4360-Loss on Disposition of Utility and Other Property $3,630 $3,798 $168 4.62%
4375 4375-Revenues from Non-Utility Operations -$28,352 -$3,200 $25,152 88.71%
4380 4380-Expenses of Non-Utility Operations $24,386 $0 -$24,386 100.00%
4390 4390-Miscellaneous Non-Operating Income -$1,653 -$1,500 $153 9.26%
4405 4405-Interest and Dividend Income -$19,899 -$14,800 $5,099 25.62%

Total -$187,768 -$172,164 $15,604 8%

Specific Service Charges -$62,231 -$37,412 $24,819 39.88%
Late Payment Charges -$17,169 -$19,588 -$2,419 14.09%
Other Distribution/Operating Revenues -$85,554 -$75,021 $10,533 12.31%
Other Income or Deductions -$22,814 -$40,142 -$17,329 75.96%
Total -$187,768 -$172,164 $15,604 8.31%
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Table 6.22: 2024 Test year vs 2023 Bridge year 1 

   2 

Specific Service charges and late payment charges are expected to stabilize and remain consistent with 3 
the 2023 Bridge year. 4 

Other Distribution revenues are expected to increase by $51,718.  Primarily, this comes from resetting 5 
of pole attachment fees from the previous Cost-of-service at $22.35 per year to the latest rate of 6 
$36.05.  RHI has also informed the Town of Renfrew that commencing 2024 they will also be receiving 7 
pole attachment charges for their street lights at this same rate.     8 

Other income or deductions are expected to increase by $20,002 due to the removal of the one-time 9 
sale in 2023 of RHI’s old double bucket truck. 10 

Reporting Basis MIFRS MIFRS Var Analysis Var Analysis
2023 2024 $ %

USoA# USoA Description
4235 4235-Miscellaneous Service Revenues -$37,412 -$37,849 -$437 1.17%
4225 4225-Late Payment Charges -$19,588 -$19,588 $0 0.00%

4082 4082-Retail Services Revenues -$8,360 -$8,407 -$47 0.56%
4084 4084-Service Transaction Requests (STR) Revenues $0 $0 $0
4086 4086-SSS Administration Revenue -$13,125 -$13,490 -$366 2.79%
4210 4210-Rent from Electric Property -$41,996 -$89,981 -$47,985 114.26%
4245 4245-Government Assistance Directly Credited to Income -$11,541 -$14,853 -$3,313 28.70%
4305 4305-Regulatory Debits $0 $0 $0
4325 4325-Revenues from Merchandise Jobbing, Etc. -$4,440 -$4,440 $0 0.00%
4355 4355-Gain on Disposition of Utility and Other Property -$20,000 $0 $20,000 100.00%
4360 4360-Loss on Disposition of Utility and Other Property $3,798 $2,800 -$998 26.28%
4375 4375-Revenues from Non-Utility Operations -$3,200 -$3,200 $0 0.00%
4380 4380-Expenses of Non-Utility Operations $0 $0 $0
4390 4390-Miscellaneous Non-Operating Income -$1,500 -$1,500 $0 0.00%
4405 4405-Interest and Dividend Income -$14,800 -$13,800 $1,000 6.76%

Total -$172,164 -$204,309 -$32,145 19%

Specific Service Charges -$37,412 -$37,849 -$437 1.17%
Late Payment Charges -$19,588 -$19,588 $0 0.00%
Other Distribution/Operating Revenues -$75,021 -$126,732 -$51,710 68.93%
Other Income or Deductions -$40,142 -$20,140 $20,002 49.83%
Total -$172,164 -$204,309 -$32,145 18.67%
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For the purpose of the rate setting process, revenue in USoA account # 4245 is not inclusive of other 1 
revenues as this relates to the amortization of Contributed capital and has been re-allocated to 2 
Depreciation Expense in the Cost allocation model. 3 

  4 
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2.6.3.2 New Proposed Specific Charges  1 

As part of the review of Customer Service Rules (EB-2017-0183), RHI has taken into consideration the 2 
proposed amendments to the Distribution System Code, Standard Supply Service Code, Unit 3 
Submetering, and Gas Distribution Access Rule. In light of these proposed amendments, RHI has 4 
adjusted its budgeted revenue for the proposed changes. 5 

RHI is not proposing any new specific service charges. 6 

  7 
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2.6.3.3 Revenue from Affiliate Transactions 1 

RHI confirms that it does not have any material transactions with affiliates.  RHI provides immaterial 2 
service in maintenance of Street lights and Traffic lights for the Town of Renfrew with inclusive revenues 3 
of $3,200 for this activity, net of expenses.  RHI does not deviate from Article 340 of the APH in any of 4 
the following disclosures.  5 

  6 
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2.6.3.4 Discrete Customer Groups 1 

RHI confirms it is not proposing any additional charges to discrete customer groups.  2 
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Appendix 1 

List of Appendices 2 

 3 

Appendix A Revenue Requirement Workform 

Appendix B 2022 PILs Tax Return 

Appendix C Actuarial Report 

Appendix D PILs Workform 

  
 4 

  5 
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Appendix A 1 

  2 



 

   



 

   



 



 



 

   



 

   



 



 



 





 



 

   



 

   



 

   



 

   



 



Renfrew Hydro Inc. 
EB-2023-0049 

Exhibit 6 – Revenue Sufficiency/Deficiency 
Filed: May 24, 2023 

 

PAGE 44 OF 46 
 

Appendix B 1 
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Appendix C 1 

  2 



Mondelis Corp, 550 Bingemans Centre Drive, Unit 200, Kitchener, ON N2B 3X9 Phone: (519) 579-1255 

  
 

 

December 14, 2021 

 

Steven Head, CPA-CA Director of Finance  

Renfrew Hydro Inc. 

Via email: shead@renfrewhydro.com 

 

Dear Steve: 

 

Re: Valuation of the Post Retirement Benefits Continuation Program as of December 31, 2021 

 

Renfrew Hydro Inc. (the Company) has retained the services of Mondelis Actuarial Services Corporation 

to perform an accounting valuation of post-employment benefits as at December 31, 2021. The previous 

full valuation was prepared effective December 31, 2018 and results from that valuation have been 

extrapolated to December 2021.  The results have been prepared in accordance with our understanding 

of the International Financial Reporting Standards (IFRS IAS19R).  

 

This document contains the accounting results to be disclosed in the December 31, 2021 financial 

statements as well as a projection for the fiscal years ending December 31, 2022 and December 31, 2023.  

Disclosure exhibits are in Appendix F. 

  

The detailed calculations and a summary of membership data, plan provisions and assumptions are provided 

in this report per the following sections.  

 

Section Page 

Summary of Results 2 

Certification 3 

Appendix A - Actuarial Assumptions 4 

Appendix B - Cost of Benefits 6 

Appendix C - Membership Data 7 

Appendix D - Summary of Plan Provisions 8 

Appendix E - Accounting Policies 8 

Appendix F - Accounting Disclosure Exhibits 9 
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SUMMARY OF RESULTS 

 

The following table summarizes the results for fiscal year ending December 31, 2021, as well as 
projections for December 31, 2022 and December 31, 2023. 
 

Fiscal year ending December 31 2021  Forecast 2022   Forecast 2023  

   $    $    $   

Benefit Expense/(Income) 15,575 16,521 17,036 

Financial position – Mar 31    

Benefit obligation 222,906 229,368 236,796 

Fair value of plan assets  —    —    —   

Funded (unfunded) status (222,906) (229,368) (236,796) 

Unamortized amounts – Dec 31    

Actuarial gains/(losses)  —   —   —  

Prior service costs  —   —   —  

Accrued Benefit Asset/(Liability) – Dec 31 (222,906) (229,368) (236,796) 

 

 

Breakdown of benefit obligation 

  
Health Life Total 

($) ($) ($) 

Active 24,900 80,200 105,100 

Retired 0* 117,800 117,800 

Total 24,900 198,000 222,900 

* There are no retirees under age 65. 
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CERTIFICATION 

I confirm the following: 

• The Plan’s benefits are defined benefits for purposes of IFRS accounting standards. 

• The valuation and extrapolation thereof were performed in accordance with the standards of 

the Canadian Institute of Actuaries.  The financial statement items resulting from this valuation 

were determined in accordance with our understanding of IFRS accounting standards. 

• The results herein were prepared using Renfrew Hydro’s best estimate assumptions as at 

December 31, 2021 in consultation with us. 

• I am not aware of any events subsequent to December 31, 2021 which, in my opinion, would 

have a material impact on the results of the valuations and extrapolations. 

• I am a member in good standing of the Canadian Institute of Actuaries.  I understand that this 

report will be used for audit evidence and may be relied on under the terms of the Joint Policy 

Statement approved by the Actuarial Standards Board (Canada) and the Auditing and Assurance 

Standards Board (Canada) as described in Section 1520 of the Canadian Institute of Actuaries 

Standards of Practice. 

• I am, and Mondelis Actuarial Services Corporation is, independent with respect to Renfrew 

Hydro Inc. 

• The data upon which this valuation is based are sufficient and reliable for the purposes of the 

valuation. 

• This report has been prepared, and my opinion given, in accordance with generally accepted 

actuarial practice. 

Emerging experience differing from assumptions will result in gains and losses which will be revealed in 

future valuations.  I am available at your convenience to provide you with any additional information 

that you may require. 

 

Sincerely, 

 

Harish Pawagi, FSA, FCIA 

harish.pawagi@mondelis.com  

Direct:  519-804-2896 

Att. 
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APPENDIX A – ACTUARIAL ASSUMPTIONS 

 

Reporting Period Fiscal year ending December 31, 2021 

Economic Factors 

Discount rate for calculation of Fiscal 2021 
Benefit Expense 

3.90% 

Discount rate for calculation of 

3.15% December 31, 2021 disclosures and estimate of 
Fiscal 2022 Benefit Expense 

Health Care Trend Rates 7.66% one year after the full valuation date; 
decreasing to an ult rate of 5.00% over 8 yrs 

Demographic Factors 

Retirement 
Age 

55 

56 

57 

58 

59 

60 

61 

62 

63 

64 

65 
 

Retirement Rates 
Before Eligibility 
for Unreduced 

Retirement 

Retirement Rates 
After Eligibility for 

Unreduced 
Retirement 

0.035 0.210 

0.035 0.190 

0.035 0.150 

0.035 0.150 

0.04 0.170 

0.07 0.250 

0.07 0.250 

0.07 0.220 

0.075 0.220 

0.085 0.220 

1.000 1.000 
 

Mortality Canadian Pensioners’ Mortality Table Public 
Sector projected on a generational basis 

using CPM Improvement Scale B 

Termination of employment 
          Age 
           25 
           35 
           45 
           50  

 
Termination Rate 

0.0597 
0.0350 
0.0229 
0.0187 

Disability No provision for future disability was made. 

Salary scale 3.6% 

Loadings   
Sales tax 8.00% 

Age difference between retiree and spouse Female spouse is assumed to be 3 years  

younger 

Percentage electing family coverage   
Current retirees Current elected coverage 

Future retirees 100% 
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In the table above, all rates and percentages are annualized unless otherwise noted.  Retirement rates, 

termination rates and salary scale are selected to be consistent with OMERS pension plan assumptions. 

Discount Rate used under PSAB 3250/3255  
 
A discount rate of 3.15% is used as at December 31, 2021; The single discount rate is the rate, rounded to 
the nearest 0.05%, that duplicates the plan’s obligations determined using the Fiera Capital/CIA yield curve 
as at November 30, 2021. 
 
Actuarial Methods 
 

The following list outlines the methods that have been used to value the plan for accounting purposes.  

  

• the benefit obligation and the current service cost were calculated using the projected benefit method 

pro-rated on service. 

• the attribution period is from the date of hire to date of first payment (expected retirement date). 
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APPENDIX B – COST OF BENEFITS 

 

The fiscal 2021 total assumed premium for full time employees, including tax and before any cost 

sharing are shown below.  

 

 Dec 31, 2018 Dec 31, 2021 

 Before 8% tax After 8% tax Before 8% tax After 8% tax 
Health     
Single 93.50 100.98 119.78 129.36 

Family 252.40 272.59 323.33 349.20 
Life Insurance     

per $1000 3.297 3.561 3.297 3.561 
 

Family premiums were provided by Renfrew Hydro. Single premiums were assumed in the same proportion 

as the prior report. 

 

Renfrew Hydro will provide for 100% of the premium charged for continued Health and Life Insurance 

coverage from the date of retirement to age 65 for health; to death for life insurance. 
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 APPENDIX C - MEMBERSHIP DATA 

 
The following tables summarize the data as at the December 31, 2021 valuation date as provided by 

Renfrew Hydro.  Members over age 65 are not entitled to health benefits.  Disabled members are included 

with the retirees and are assumed to commence post-retirement benefits at the retirement age assumption. 

Age Number of Active Employees Average 

Group Male Female Total Service 

20 to 25 1 0 1 0.3 

25 to 30 0 0 0 0.0 

30 to 35 1 1 2 6.0 

35 to 40 1 0 1 10.6 

40 to 45 1 1 2 9.5 

45 to 50 1 0 1 1.5 

50 to 55 2 1 3 21.5 

55 to 60 1 0 1 2.5 

Totals 8 3 11 10.0 
 

Age 
Number of Retirees and 

Disabled Employees 

Group Male Female Total 

65 to 70 2 2 4 

70 to 75 3 2 5 

75 to 80 2 0 2 

 7 4 11 

Notes: There is one disabled member who is disabled and not expected to recover. Disabled members 
are expected to retire at the normal retirement age of 65 and are not eligible for the health continuation 
benefit. Their salaries for the purposes of post-retirement life insurance are frozen.  Expected average 
remaining service lifetime (EARSL) of the active members is 15.8. 
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APPENDIX D – SUMMARY OF PLAN PROVISIONS 

 

The following summarizes the provisions of the plan for retiree benefit coverage.  The summary is based on 

information provided by the Company.   

 

Life Insurance   

Benefit  Life Insurance Option 2: provides an initial 50% 
of salary as the coverage at termination but 

decreases linearly over 10 years to 25% of salary 
at termination 

Life Insurance Option 3: provides a fixed 50% of 
salary at termination as the face amount (3 

retirees) 

Eligibility Age 55 with 10 years of qualifying service 

Coverage Ceases At member’s death  
  

Health   

Benefit Health Benefits 

Coverage Period From date of early retirement to age 65 

Eligibility Age 55 with 20 years of qualifying service 

  

Dental   

Benefit None 

 

APPENDIX E – ACCOUNTING POLICIES 

 

Measurement date – The Company uses a December 31 measurement date for valuing post-

employment benefits. 

 

Amortization of actuarial gains/losses – gains/losses arising in a year are recognized immediately in the 

Balance Sheet Asset/(Liability). 
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APPENDIX F - ACCOUNTING DISCLOSURE EXHIBITS  

  Projection Projection 

Fiscal year ending December 31 2021  2022  2023  
 
Discount rate at start of year 3.90% 3.15% 3.15% 

Discount rate at end of year 3.15% 3.15% 3.15% 

Interest rate on assets N/A N/A N/A 

EARSL Period 15.8  15.8  15.8  

    
Reconcile Obligation    
Obligation at start of year 222,565 222,906 229,368 

Change in obligation from revaluation 0 0 0 

Plan changes in year 0 0 0 

Current service cost 6,996 9,508 9,808 

Member contributions 0 0 0 

Benefit payments (12,177) (10,059) (9,608) 

Interest on obligation 8,579 7,013 7,228 

Obligation at end of year 225,963 229,368 236,796 

Actual obligations at end of year 222,906 229,368 236,796 

(Gain)/Loss recognized at end of year (3,057) 0 0 

    
Reconcile Plan Assets    
Invested assets at start of year 0 0 0 

Contributions 12,177 10,059 9,608 

Benefit payments (12,177) (10,059) (9,608) 

Expected earnings on assets 0 0 0 

Expected asset at end of year 0 0 0 

Actual asset at end of year 0 0 0 

(Gain)/Loss recognized at end of year 0 0 0 

    
Transition Amount    
Transition amount at start of year 0 0 0 

Remaining amortization period 0 0 0 

Impact on Balance Sheet of change to IFRS 0 0 0 

Amortization in year 0 0 0 

    
Past Service Costs    
Value of Plan Improvement in Year 0 0 0 

Amortization charge 0 0 0 
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  Projection Projection 

Fiscal year ending December 31 2021  2022  2023  
 
Actuarial (Gains)/Losses 

10% window N/A N/A N/A 

Impact on Balance Sheet of change to IFRS    
(Gain) / Loss in year (3,057) 0 0 

Revaluation Actuarial (Gain) / Loss 0 0 0 

Amortization in current year 0 0 0 

Recognized in year (3,057) 0 0 

Unamortized Net Actuarial (Gain)/Loss 0 0 0 

Annual amortization for next year 0 0 0 

    
Expense    
Current service cost 6,996 9,508 9,808 

Interest on obligation 8,579 7,013 7,228 

Interest on assets 0 0 0 

Amortize transition amount 0 0 0 

Amortize plan improvements 0 0 0 

Amortize gains and losses 0 0 0 

Expense 15,575 16,521 17,036 

    
Reconcile Funded Status    
Benefit Obligation at end of period 222,906 229,368 236,796 

Market value of assets, end of period 0 0 0 

Contributions in transit, end of period 0 0 0 

Funded status = surplus/(deficit) (222,906) (229,368) (236,796) 

Unamortized transition obligation/(asset) 0 0 0 

Unamortized past service costs 0 0 0 

Unamortized net actuarial loss (gain) 0 0 0 

Accrued benefit asset (liability) (222,906) (229,368) (236,796) 

    
Balance Sheet Asset/(Liability)    
Accrued amount at start of period (222,565) (222,906) (229,368) 

Expense 15,575 16,521 17,036 

Employer contributions 12,177 10,059 9,608 

Gains/(losses) recognized in retained earnings 3,057 0 0 

Balance Sheet Asset/(Liability) at end of period (222,906) (229,368) (236,796) 

    
Sensitivity Tests (change in benefit obligation)    
1% increase in discount rates (30,000)   
1% decrease in discount rates 38,000   
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