
      

 

  

EXHIBIT 6 – REVENUE REQUIREMENT, 
SUFFICIENCY/DEFICIENCY 

2024 Cost of Service 

 

Hydro 2000 Inc. 
EB-2024-0030 

 



Hydro 2000 Inc.   2024 Cost of Service Application 
EB-2024-0030  Exhibit 6 – Revenue Requirement
  October 15, 2024 

Page 2 of 26 

 

TABLE OF CONTENTS 
Table of Contents ................................................................................................ 2  

6.1 Proposed Revenue Requirement ................................................................. 3  

6.1.1 Trend Analysis and Change from 2018 Cost of Service ......................................... 6 

6.2. Operation, Maintenance & Administration 
Costs (Ref: Exhibit 4) .......................................................................................... 9  

6.3 Depreciation Expenses (Ref: Exhibit 2) ...................................................... 9 

6.4 Return on Capital (Ref: Exhibit 5) ................................................................ 9 

6.5 Taxes & Payments in-Lieu of Taxes (PILs) ................................................. 9 

6.5.1 Non- Recoverable and Disallowed Expenses .......................................................11 
6.5.2 Accelerated CCA ..................................................................................................11 
6.5.3 PILs Integrity Check..............................................................................................12 

6.6 Other Revenue ............................................................................................. 12  

6.1.1 Other Revenues Variance Analysis ......................................................................14 
6.6.2 Proposed Specific Service Charges ......................................................................16 
6.6.3 Revenue from Affiliate Transactions, Shared Services, Corporate Cost Allocation.
 ......................................................................................................................................18 

6.7 Revenue Deficiency or Surplus ................................................................. 19  

6.7.1 Calculation of Revenue Deficiency or Sufficiency .................................................19 
6.7.2 Causes of Revenue Surplus .................................................................................23 

Appendices ........................................................................................................ 25  

Appendix 6A ...................................................................................................... 26  

 

 

  



Hydro 2000 Inc.   2024 Cost of Service Application 
EB-2024-0030  Exhibit 6 – Revenue Requirement
  October 15, 2024 

Page 3 of 26 

6.1 PROPOSED REVENUE REQUIREMENT 

The 2025 Test Year Base Revenue Requirement represents the amount of revenue the utility 
must collect from its customers to cover its day-to-day operating costs, taxes, interest paid on 
debts owed to investors (in H2000's case, cooperative members), and a deemed return (profit).  

H2000's 2025 service revenue requirement is calculated to be $786,407. 

Table 1 - Test Year Revenue Requirement (RRWF Model) below originates from the OEB's 
Revenue Requirement Workform. It presents H2000's proposed 2025 Test Year Revenue 
Requirement as calculated in the OEB's Revenue Requirement Work: 

 

Table 1 - Test Year Revenue Requirement (RRWF Model) 

Particulars                                  Initial Application   
OM&A Expenses  $687,474  
Amortization/Depreciation  $62,361  
Property Taxes  $ - 
Capital Taxes  $ - 
Income Taxes (Grossed up)  $8,969  
Other Expenses  $ - 
Return   

Deemed Interest Expense $36,194  
Return on Deemed Equity $47,384  

    

Service Revenue Requirement 
(before Revenues)  $842,382  

   
Revenue Offsets  $55,975  

Base Revenue Requirement  $786,407  
(excluding Transformer 
Ownership Allowance credit 
adjustment)   
   
Distribution revenue  $786,407  
Other revenue  $55,975  

    
Total revenue  $842,382  

 

H2000 confirms that the OEB's 2025 Revenue Requirement Workform (RRWF) accurately 
reflects its' proposed rates for the 2025 Test Year, and therefore there is no requirement for the 
applicant to file its rate generator model.  

The proposed revenue requirement proposes to yield a net income of $47,384. The derivation of 
the income is shown at  
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Table 2 – Utility Income (RRWF Model) 

Particulars                                
 

Initial 
Application    

   
Operating Revenues:   
Distribution Revenue (at 
Proposed Rates)  

$786,407  

Other Revenue (1) $55,975  

  
$842,382  Total Operating Revenues  

  
 

Operating Expenses:  
 

OM+A Expenses  $687,474  

Depreciation/Amortization  $62,361  

Property taxes  $ - 

Capital taxes  $ - 

Other expense  $ - 

  
$749,836  Subtotal (lines 4 to 8)  

  
 

Deemed Interest Expense  $36,194  

  
 

Total Expenses (lines 9 to 10) $786,029  

    

Utility income before 
income taxes  $56,353  

  
$8,969  Income taxes (grossed-up)  

  
$47,384  Utility net income  
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The table below shows the reconciliation between the return on deemed equity included in the 
revenue requirement.  

 

Table 3 – Statement of Rate Base (RRWF Model) 

Debt             
  Long-term Debt  56.00%     $720,271   4.58%     $32,988  
  Short-term Debt  4.00%     $51,448   6.23%     $3,205  

Total Debt  60.00%       $771,719   4.69%    $36,194  

             
Equity             
  Common Equity  40.00%     $514,479   9.21%     $47,384  
  Preferred Shares  0.00%     $ -  0.00%     $ - 

Total Equity  40.00%       $514,479   9.21%    $47,384  

             
Total  100.00%       $1,286,198   6.50%    $83,577  
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6.1.1 Trend Analysis and Change from 2018 Cost of Service 

Table 4 – Movement in Revenue Requirement from last COS (2020) below shows the movement 
from H2000's 2020 board-approved revenue requirement to the 2025 proposed revenue 
requirement, along with a high-level explanation of the changes from the 2020 Board Approved 
Cost of Service. A more in-depth description of the changes is presented in each component's 
respective Exhibits.  

Table 4 – Movement in Revenue Requirement from last COS (2020) 

2020 Board Approved Revenue 
Requirement 

$551,898 The starting point is $551,898, which was the approved 
revenue requirement in 2020 

  
  

Operation Maintenance 
Admin Costs 

$194,775 An increase of $194,775 is noted in operating expenses. This 
reflects higher costs for operations and maintenance, including 
unplanned expenses and inflationary pressures. 

Depreciation Expense $18,588 Depreciation has increased by $18,588, indicating capital 
additions or investments in infrastructure that are now being 
depreciated. 

  
 

 

Net Fixed Assets $324,712 The average net fixed assets have increased by $324,712. 
This increase is reflected in the higher asset base, which 
impacts both depreciation and the rate base. 

Working Capital Allowance $656 A modest increase of $656 is due to changes in working 
capital, likely related to the lower Cost of Power. 

Rate Base $325,368 The rate base has moved by $325,368, which is the 
cumulative impact of changes in net fixed assets and working 
capital. This larger rate base directly affects the return on 
capital. 

  
 

 

Return on Capital  $32,503 Due to the higher rate base, the return on capital has 
increased by $32,503, reflecting the requirement for returns on 
the larger investment in assets. 

  
 

 

PILs $7,045 An increase of $7,045 is attributed to the rise in assets, which 
would have led to higher taxable income, thereby increasing 
the PILs. 

Property Taxes $0  

Other Revenues -$18,402 Other revenues have decreased by $18,402, which might be 
due to lower non-operating income or a decrease in ancillary 
revenue streams. 

  
  

  
  

Increase in Revenue 
Requirement  

$234,510 The final projected revenue requirement for 2025 is 
$786,4075, reflecting the adjustments and changes from the 
2020 baseline. 

  
 

  

2025 Revenue Requirement $786,407   

 

The movement from 2020 to 2025 is driven largely by significant investments in fixed assets, 
resulting in higher operating costs, depreciation, and returns on capital. The increase in PILs 
also contributes to the rise in the revenue requirement, while a decrease in other revenues 
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slightly offsets these increases. The overall growth in the rate base and associated returns 
indicates that the utility is preparing for long-term operational stability and infrastructure needs. 

The following two tables, Table 5 – Trend in Revenue Requirement and Table 6 - Variance 
Analysis of Revenue Requirement, present H2000's Revenue Requirement trend starting from 
the 2020 Board Approved year to the 2025 proposed Revenue Requirement. The year-over-year 
changes in H2000's Revenue Requirement beginning in 2020 Board Approved year through to 
the 2025  proposed Revenue Requirement. 

 

Table 5 – Trend in Revenue Requirement (2020 to 2025) 

Particular Last 
Board 

Approved 

2020 2021 2022 2023 2024 2025 

OM&A Expenses $492,699 $503,143 $519,495 $577,012 $613,578 $646,669 $687,474 
Depreciation Expense $43,774 $42,728 $42,231 $51,299 $53,641 $57,560 $62,361 
Property Taxes $0 $0 $0 $0 $0 $0 $0 
                
Total Distribution Expenses $536,473 $545,871 $561,726 $628,311 $667,220 $704,229 $749,836 

                
Regulated Return On Capital $51,074 $51,494 $54,018 $58,893 $63,597 $66,731 $83,577 
                
Grossed up PILs $1,924 $0 -$13,147 $14,180 $40,430 $0 $8,969 
Service Revenue Requirement $589,471 $597,365 $602,597 $701,384 $771,247 $770,960 $842,382 

                
Less: Revenue Offsets -$37,573 -$51,276 -$46,678 -$43,560 -$51,658 -$52,718 -$55,975 

                
Base Revenue Requirement $551,898 $546,088 $555,919 $657,824 $719,589 $718,242 $786,407 
 YoY change ($)    -5,809  9,831  101,904  61,766  -1,347  68,165  
YoY Change (%)   -1.05% 1.80% 18.33% 9.39% -0.19% 9.49% 

 

Note: For comparison purposes, the return on capital above is calculated based on the OEB cost of capital 
parameters and rate base.  
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Table 6 - Variance Analysis of Revenue Requirement 

As illustrated in the above tables, the proposed revenue requirement for the Test Year (2025) is 
42.49% higher than the 2020 Cost of Service Approved Revenue Requirement. H2000s 
represents a 9.49% annual compound growth rate in revenue requirement between the 2020 Cost 
of Service Approved Revenue Requirement and the proposed 2025 Cost of Service Revenue 
Requirement. 

Particular 
Last Board 
Approved 

2020 2021 2022 2023 2024 2025 
Variance 
over last 

CoS 
OM&A Expenses 492,699  503,143  519,495  577,012  613,578  646,669  687,474    

YoY change ($)   10,444  16,352  57,518  36,566  33,091  40,806  194,775  
YoY change (%)   2.12% 3.25% 11.07% 6.34% 5.39% 6.31% 39.53%  

                
Depreciation Expense 43,773.74  42,727.95  42,230.97  51,298.71  53,641.48  57,559.87  62,361.30    

YoY change ($)   -1,046  -496.98  9,067.74  2,342.77  3,918.39  4,801.43  18,588  
YoY change (%)   -2.39% -1.16% 21.47% 4.57% 7.30% 8.34% 42.46%  

                
Property Taxes 0.00  0.00  0.00  0.00  0.00  0.00  0.00    
YoY change ($)   0  0.00  0.00  0.00  0.00  0.00  0  
YoY change (%)                  

                
Total Distribution Expenses 536,472.74  545,870.57  561,725.53  628,311.13  667,219.53  704,228.64  749,835.65    

YoY change ($)   9,398  15,854.96  66,585.60  38,908.40  37,009.11  45,607.01  213,363  
YoY change (%)   1.75% 2.90% 11.85% 6.19% 5.55% 6.48% 39.77%  

                
Regulated Return On Capital 51,073.88  51,494.12  54,018.48  58,892.63  63,597.46  66,731.34  83,577.13    

YoY change ($)   420  2,524.37  4,874.14  4,704.84  3,133.87  16,845.80  32,503  
YoY change (%)   0.82% 4.90% 9.02% 7.99% 4.93% 25.24% 63.64%  

                
Grossed up PILs 1,924.25  0.00  -13,147.00  14,180.00  40,430.00  0.00  8,969.41    

YoY change ($)   -1,924  -13,147.00  27,327.00  26,250.00  -40,430.00  8,969.41  7,045  
YoY change (%)   -100.00% #DIV/0! -207.86% 185.12% -100.00% #DIV/0! 366.13%  

                
Service Revenue Requirement 589,470.87  597,364.69  602,597.01  701,383.76  771,246.99  770,959.97  842,382.19    

YoY change ($)   7,894  5,232.33  98,786.74  69,863.24  -287.02  71,422.22  252,911  
YoY change (%)   1.34% 0.88% 16.39% 9.96% -0.04% 9.26% 42.90%  

                
Less: Revenue Offsets -37,573.30  -51,276.32  -46,677.89  -43,560.21  -51,657.84  -52,718.16  -55,974.89    

YoY change ($)   -13,703  4,598.43  3,117.68  -8,097.63  -1,060.31  -3,256.74  -18,402  
YoY change (%)   36.47% -8.97% -6.68% 18.59% 2.05% 6.18% 48.98%  

                
Base Revenue Requirement 551,897.57  546,088.37  555,919.12  657,823.55  719,589.15  718,241.82  786,407.30    

YoY change ($)   -5,809  9,830.76  101,904.42  61,765.60  -1,347.33  68,165.48  234,510  
YoY change (%)   -1.05% 1.80% 18.33% 9.39% -0.19% 9.49% 42.49% 
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6.2. OPERATION, MAINTENANCE & ADMINISTRATION COSTS (REF: 
EXHIBIT 4) 

The OM&A variance between 2020 to 2025, which increased by $194,775 is summarized below, 
and details are presented throughout Exhibit 4.   

H2000 encountered cost increases in all groupings from 2020 to 2025. The ongoing maintenance 
of the distribution system, the effects of severe weather events such as the Derecho storm, and 
the increasing importance of vegetation management all contributed to a significant increase in 
operations and maintenance expenses.  

The staffing challenges during the pandemic, increased reliance on Ottawa River Power for billing 
services during staffing issues and increased bad debt expenses all contributed to a significant 
increase in billing and collecting costs.  

Salaries adjustments, third-party service costs, regulatory compliance, and the implementation of 
new systems all contributed to an increase in administrative and general expenses. In 2020, the 
total OM&A expenses were $492,699. By 2025, they are expected to be $687,474. This increase 
also includes inflation, some of which are higher than the PriceCap inflation.  

6.3 DEPRECIATION EXPENSES (REF: EXHIBIT 2) 

The depreciation expense has increased by $18,588 or 42,46%. Details of historical capital 
expenses and their related depreciation expenses are summarized below and are presented in 
detail in Exhibit 2.  

6.4 RETURN ON CAPITAL (REF: EXHIBIT 5)  
The regulated return on capital, summarized below, which increased by $32,503, is explained in 
Exhibit 5. 

6.5 TAXES & PAYMENTS IN-LIEU OF TAXES (PILS) 

H2000 has used the OEB PILs Tax Work Form model to calculate the amount of taxes for 
inclusion in its 2025 rates. PILs have been computed under MIFRS accounting policies. H2000's 
external auditor MNP completed the PILS model to ensure that the current and proposed tax rates 
have been applied, that the amount of PILS calculated appears reasonable, and that the integrity 
checks established in the Boards Minimum Filing Requirements have been adhered to.   

H2000 is required to calculate payment in lieu of income taxes ("PILs") based on its taxable 

income for the Test Year of 2025.  



Hydro 2000 Inc.   2024 Cost of Service Application 
EB-2024-0030  Exhibit 6 – Revenue Requirement
  October 15, 2024 

Page 10 of 26 

H2000 notes that it does not pay property taxes as its office space is leased. Property Taxes on 
the distribution system are recorded in OM&A. 

H2000 files Federal/Provincial tax returns annually.  

There have been no exceptional circumstances that would require specific tax planning measures 
to minimize taxes payable. There are no outstanding audits, reassessments, or disputes relating 
to the tax returns filed by H2000. 

There is no non-utility activities included in H2000's financial results. Therefore the amount of 
PILs payable is calculated accordingly in the proposed allowance to be included in the revenue 
requirement. 

H2000's PILs are projected to be in the amount of $8,969 

The income tax sheet from the OEB's Revenue Requirement Work form is presented in Table 7 
- Tax Provision for the Test Year (OEB PILs Model) below, and the PILs model is being filed in 
conjunction with H2000s application. The most recent federal and provincial tax returns are 
presented in Attachment 1 of H2000s Exhibit.   

 

Table 7 - Tax Provision for the Test Year (OEB PILs Model) 

Particulars    Application 
    

Determination of Taxable Income   
    
Utility net income before taxes  $47,384  

   
 

Adjustments required to arrive at 
taxable utility income  

$17,167  

   
 

Taxable income  $64,550  
   

 

Calculation of Utility income 
Taxes  

 

   
 

Income taxes   $7,875  
Capital taxes   $ - 

   
$7,875  Total taxes   

   
 

Gross-up of Income Taxes  $1,094  
   

 

Grossed-up Income Taxes  $8,969  
   

 

PILs / tax Allowance (Grossed-up 
Income taxes + Capital taxes)  $8,969  

   
 

Other tax Credits   $ - 
    

Tax Rates    
    
Federal tax (%)   9.00% 
Provincial tax (%)   3.20% 
Total tax rate (%)   12.20% 
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H2000 is not claiming Apprenticeship Training Tax Credits. 

H2000 confirms that it uses the stand-alone principle when determining PILs amounts.    

 H2000 has exercised sound tax planning, and that for rate-setting purposes, it maximized 
tax credits and took the maximum deductions allowed if it made sense for the utility to do 
so.  

 A copy of the most current Federal and Provincial taxes is presented in Attachment 1 of 
H2000s Exhibit.  

 Detailed calculations of Income Tax or PILs are shown in the OEB PILs model filed along 
with H2000s application.  

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

 

6.5.1 Non- Recoverable and Disallowed Expenses 

H2000 confirms that expenses deemed non-recoverable in the revenue requirement (e.g., 
individual charitable donations) or disallowed for regulatory purposes have been excluded from 
the regulatory tax calculation. 

6.5.2 Accelerated CCA  
 

The 2020 Settlement Agreement clearly indicates that the 2020 rates for Hydro 2000 incorporated 
accelerated capital cost allowance (CCA). It outlines that there was no need for a smoothing 
mechanism to manage the impacts of accelerated depreciation at that time. Instead, Hydro 2000 
was to use account 1592 to track future changes in CCA, specifically the planned phase-out of 
accelerated CCA starting in 2024. The agreement states: 

"The Parties agree that forecast taxes, as updated, have been correctly determined in accordance 
with OEB accounting policies and practices, including the OEB’s July 25, 2019, accounting 
direction relating to changes to capital cost allowance. As part of the settlement the Parties have 
agreed that there is no need for a smoothing mechanism to address the impacts of accelerated 
depreciation, and that H2000 will use account 1592 to address future CCA changes including 
specifically the contemplated elimination of accelerated CCA in 2024. The Parties further agree 
that the proposed Income Tax/PILS Model properly reflects consequential adjustments made 
necessary as a result of other aspects of this Settlement Proposal." 

This supports the position that the use of account 1592 is solely for managing the transition away 
from accelerated CCA starting in 2024, as the impacts of the initial acceleration were already 
accounted for in the 2020 rates.   
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 6.5.3 PILs Integrity Check  

H2000 and its external auditors, MNP, confirm to the best of their knowledge that the following 
integrity checks have been completed in its application. In completing the PILs model, MNP 
confirms that; 

 The depreciation and amortization added back in the application's PILs model agree with 
the numbers disclosed in the rate base section of the application. 

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

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

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

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

 CCA is maximized even if there are tax loss carry-forwards; and 

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

6.6 OTHER REVENUE 

Other Distribution Revenues are distribution-related revenues but are sourced from means other 
than distribution rates. For H2000s reason, other revenues are deducted from H2000's proposed 
revenue requirement.  

Other Distribution Revenues includes items such as:  

o Specific Service Charges 
o Late Payment Charges 
o Other Distribution Revenues 
o Other Income and Expenses 

A detailed breakdown of the related USoA account is shown in Table 8 – OEB Appendix 2-H on 
the next page.  

Year-over-year variance analysis over the materiality threshold of $10,000 follows at Section 6.6 
- Other Revenue Variance Analysis. 
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Table 8 – OEB Appendix 2-H 1 

 2 
USoA # USoA Description 2020 BA 2020 2021 2022 2023 Bridge Year Test Year 

  Reporting Basis 
 

MIFRS MIFRS MIFRS MIFRS MIFRS MIFRS 

4082 Retail Services Revenues -$3,181 -$3,346 -$3,583 -$3,538 -$5,714 -$5,988 -$6,275 

4084 Service Transaction Requests (STR) Revenues $1 -$1 $2 
    

4086 SSS Administration Revenue -$3,766 -$3,742 -$3,759 -$3,768 -$3,836 -$4,020 -$4,213 

4210 Rent from Electric Property -$15,857 -$15,076 -$19,313 -$15,086 -$16,331 -$17,115 -$17,936 

4225 Late Payment Charges -$6,337 -$6,179 -$4,972 -$8,354 -$4,112 -$4,309 -$4,516 

4235 Miscellaneous Service Revenues -$7,596 -$3,637 -$3,629 -$3,592 -$3,525 -$3,694 -$3,872 

4245 Government and Other Assistance Directly Credited to Income 
 

$0 -$2,994 $0 $0 $0 $0 

4325 Revenues from Merchandise -$19,090 -$15,730 -$5,174 -$15,442 -$23,609 -$23,000 -$24,104 

4330 Costs and Expenses of Merchandising $19,090 $15,730 $5,174 $15,442 $22,916 $23,693 $24,104 

4360 Loss on Disposition of Utility and Other Property 
 

$1,992 $1,983 $499 $105 $110 $115 

4375 Revenues from Non-Rate-Regulated Utility Operations 
 

-$3,585 
 

-$7 -$7 -$8 -$8 

4380 Expenses of Non-Rate-Regulated Utility Operations 
 

$3,585 
     

4385 Non-Rate-Regulated Utility Rental Income 
 

$0 -$7 
    

4390 Miscellaneous Non-Operating Income -$243 -$13,853 -$7,273 -$3,210 $8 $8 $8 

4405 Interest and Dividend Income -$592 -$7,435 -$3,130 -$6,505 -$17,553 -$18,396 -$19,279 

    
       

  Specific Service Charges -$7,596 -$3,637 -$3,629 -$3,592 -$3,525 -$3,694 -$3,872 

  Late Payment Charges -$6,337 -$6,179 -$4,972 -$8,354 -$4,112 -$4,309 -$4,516 

  Other Distribution/Operating Revenues -$22,803 -$22,164 -$26,652 -$22,392 -$25,880 -$27,122 -$28,424 

  Other Income or Deductions -$835 -$19,296 -$8,427 -$9,223 -$18,141 -$17,593 -$19,163 

  Total -$37,571 -$51,276 -$43,680 -$43,560 -$51,658 -$52,719 -$55,975 

 3 
 4 



Hydro 2000 Inc.   2025 Cost of Service Application 
EB-2024-0030  Exhibit 6 – Revenue Requirement, 

Sufficiency/Deficiency 
Page 14 of 26 

6.1.1 Other Revenues Variance Analysis 

H2000 offers the following explanations for variances over $10,000 or less than -$10,000. 
Noteworthy variances between are explained below. 

Error! Reference source not found.The tables below present year-over-year variances of other 
operating revenues: 
 

Table 9 - Variance Analysis of Other Operating Revenues 2020BA – 2020 

Reporting Basis   Var Analysis 

  2020BA 2020 $ 

USoA Description       

4390-Miscellaneous Non-Operating Income -$243 -$13,853 -$13,610 

    

 

2020 Board Approved compared to 2020 Actual. 

o 4390 - Miscellaneous Non-Operating Income: 

Hydro One’s Affordability Fund Trust (AFT) Program was prematurely cancelled 
due to a lack of funding. This program, which focused on bill-reducing products 
and services to households struggling with home electricity costs.  The abrupt 
interruption of the program left some clients unable to get the necessary support 
they would have needed. 

 

Table 10 - Variance Analysis of Other Operating Revenues 2020 – 2021 

Reporting Basis   Var Analysis 

  2020 2021 $ 

USoA Description       

Revenues from Merchandise -$15,730 -$5,174 $10,556 

Costs and Expenses of Merchandising $15,730 $5,174 -$10,556 

 

2020 Actual compared to 2021 Actual. 

o 4325-Revenues from Merchandise Jobbing, Etc. 

This work corresponds to services provided to the client. Due to the unpredictable 
nature and volume of these service requests, estimating an exact figure in advance 
is challenging. However, it is important to note that the income from Account 4325 
and the associated expenses in Account 4330 are designed to balance each other 
out. This means that any revenue generated in Account 4325 should ideally offset 
the expenses recorded in Account 4330, ensuring a neutral impact on the overall 
financials. 
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o 4330-Costs and Expenses of Merchandising Jobbing, Etc. 

This work corresponds to services provided to the client as explained above.  

 

Table 11 - Variance Analysis of Other Operating Revenues 2021 – 2022 

Reporting Basis   Var Analysis 

  2021 2022 $ 

USoA Description       

4325-Revenues from Merchandise -$5,174 -$15,442 -$10,268 

4330-Costs and Expenses of Merchandising $5,174 $15,442 $10,268 

 

2021 Actual compared to 2022 Actual. 

o 4325-Revenues from Merchandise Jobbing, Etc. 

This work involves client services with expenses in Account 4330. Since service 
request volumes are unpredictable, exact figures are difficult to estimate. However, 
revenue from Account 4325 is intended to offset these expenses, resulting in a 
neutral financial impact. 

 

o 4330-Costs and Expenses of Merchandising Jobbing, Etc. 

This work corresponds to services provided to the client as explained above.  

 

Table 12 - Variance Analysis of Other Operating Revenues 2021 – 2022 

Reporting Basis   Var Analysis 

  2022 2023 $ 

USoA Description       

4405-Interest and Dividend Income -$6,505 -$17,553 -$11,048 

 

2022 Actual compared to 2023 Actual. 

o 4405-Revenues from Merchandise Jobbing, Etc. 

These costs represent an increase in carrying charges for 2023 which are mostly 
due to an increase in rates from 2022 to 2023. The average of the 4 quarters in 
2022 was 1.915% while the average of the 4 quarters in 2023 was 5.045%.  

  



Hydro 2000 Inc.   2024 Cost of Service Application 
EB-2024-0030  Exhibit 6 – Revenue Requirement
  October 15, 2024 

Page 16 of 26 

6.6.2 Proposed Specific Service Charges 
 

Table 13 – Proposed Specific Service Charge  

SPECIFIC SERVICE CHARGES       
The application of these rates and charges shall be in accordance with the Licence of the Distributor and any Code 
or Order of the Ontario Energy Board, and amendments thereto as approved by the Ontario Energy Board, which 
may be applicable to the administration of this schedule. 

        
No charges to meet the costs of any work or service done or furnished for the purpose of the distribution of 
electricity shall be made except as permitted by this schedule, unless required by the Distributor’s Licence or a 
Code or Order of the Ontario Energy Board, and amendments thereto as approved by the Ontario Energy Board, 
or as specified herein. 

        
It should be noted that this schedule does not list any charges, assessments, or credits that are required by law to 
be invoiced by a distributor and that are not subject to Ontario Energy Board approval, such as the Global 
Adjustment and the HST. 

        

Customer Administration       
Arrears certificate $ 15.00 

Statement of account $ 15.00 
Pulling post dated cheques $ 15.00 

Duplicate invoices for previous billing $ 15.00 

Request for other billing information $ 15.00 

Easement letter $ 15.00 
Income tax letter $ 15.00 

Notification charge $ 15.00 

Account history $ 15.00 

Credit reference/credit check (plus credit agency costs) $ 25.00 
Returned cheque (plus bank charges) $ 15.00 

Charge to certify cheque $ 15.00 

Legal letter charge $ 15.00 

Account set up charge/change of occupancy charge (plus credit agency costs if applicable) $ 15.00 
Special meter reads $ 30.00 

Meter dispute charge plus Measurement Canada fees (if meter found correct) $ 30.00 
        

Non-Payment of Account       
Late payment - per month (effective annual rate 19.56% per annum or 0.04896% compounded 

daily rate) % 1.50 

Reconnection at meter - during regular hours $ 25.00 

Reconnection at meter - after regular hours $ 50.00 
Reconnection at pole - during regular hours $ 185.00 

Reconnection at pole - after regular hours $ 415.00 
        

Other       

Service call - customer owned equipment $ 30.00 
Service call - after regular hours $ 165.00 

Temporary service - install & remove - overhead - no transformer $ 500.00 

Temporary service - install & remove - underground - no transformer $ 300.00 

Temporary service - install & remove - overhead - with transformer $ 1,000.00 

Specific charge for access to the power poles - $/pole/year (with the exception of wireless 
attachments) $ 39.14 
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H2000 is not proposing any changes or new charges to the current Specific Service Charges 
approved by the OEB in previous applications except to update the pole attachment charges.  

H2000 confirms that the inflation rate of 3.60% is embedded in its' "Other Operating Revenue" 
projections for the Bridge and Test Year 2025.  

The applicant confirms that it has reconciled amounts between Specific Service Charges and 
Other Revenues. 
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Wireline Pole Attachment Charges  

H2000 confirms that it has used Decision and Order EB-2023-0194 which states that effective 
January 1, 2024, the wireline pole attachment charge will be $.37.78 per attacher, per year, per 
pole to determine its 2025 budgets in account 4210 which is used to record revenues from 
Wireline Pole Attachment Charges from Rogers, Bell and Hydro One.  Hydro 2000 has applied 
the 2025 inflation factor to the $37.78 rate for budget purposes resulting in a rate of $39.14. 

 

MicroFIT Monthly Service Charge 

H2000 is proposing no change to the MicroFIT Monthly Service Charge of $4.55 as was approved 
in the LDC's 2020 Cost of Service rate application (EB-2019-0041). 

H2000 has analyzed its MicroFit related costs vs its revenues and H2000 is not proposing to 
change its MicroFit charges recorded in account 4235.  

6.6.3 Revenue from Affiliate Transactions, Shared Services, Corporate 
Cost Allocation. 

H2000 has no affiliates and as such, does not have any affiliate transactions, shared services, 
and corporate cost allocation that will be affecting its 2025 rates.  

H2000 is not aware of any discrete customer groups that may be materially impacted by changes 
to other rates and charges. 
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6.7 REVENUE DEFICIENCY OR SURPLUS 

6.7.1 Calculation of Revenue Deficiency or Sufficiency 

H2000 is in a deficiency position of $156,448. Deficiency is calculated as the difference between 
the 2025 Test Year Revenue Requirement and the Forecast Test Year Revenue Requirement at 
the applicant's 2024 approved distribution rates. 

Revenue Deficiency = (current rates @ 2025 load forecast + revenue offsets) – (proposed rates 
@ 2025 load forecast + revenue offsets) 

Table 14 – Revenues at current rates and 2025 load forecast and  
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Table 15 - Revenues at proposed rates and 2025 load forecast shows the details of the derivation 
of the two comparators.  

Table 14 – Revenues at current rates and 2025 load forecast 

2024 Rates at 2025 Load 
        

 
Test Year Projected Revenue from Existing Variable Charges 

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 11,782,231 0 
  

0 0 

General Service < 50 kW $0.0115 kWh 3,672,224 42,231 
  

0 42,231 

General Service > 50 to 4999 kW $1.7203 kW 9,698 16,683 
  

0 16,683 

Unmetered Scattered Load $0.0154 kWh 16,511 254 
  

0 254 

Street Lighting $8.7122 kW 423 3,685 
  

0 3,685 

Total Variable Revenue 
  

15,481,087 62,854 
 

0 0 62,854 
         

2024 Rates at 2025 Load 
        

 
Test Year Projected Revenue from Existing Fixed Charges 

Customer Class Name Fixed 
Rate 

Customers 
(Connections) 

Fixed Charge 
Revenue 

Variable 
Revenue 

TOTAL % Fixed 
Revenue 

% Variable 
Revenue 

% Total 
Revenue 

Residential $36.97 1,145 $507,825 $0 $507,825 100.00% 
 

79.34% 

General Service < 50 kW $26.49 139 $44,169 $42,231 $86,400 51.12% 48.88% 13.50% 

General Service > 50 to 4999 kW $96.43 15 $17,171 $16,683 $33,854 50.72% 49.28% 5.29% 

Unmetered Scattered Load $5.46 21 $1,392 $254 $1,647 84.56% 15.44% 0.26% 

Street Lighting $1.50 370 $6,666 $3,685 $10,351 64.40% 35.60% 1.62% 

Total Fixed Revenue 
 

1,690 $577,223 $62,854 $640,077 
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Table 15 - Revenues at proposed rates and 2025 load forecast 
 

        

2025 Rates at 2025 Load         
 

Test Year Projected Revenue from Proposed Variable Charges 
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 11,782,231 $0   $0 $0 
General Service < 50 kW $0.0169 kWh 3,672,224 $62,061   $0 $62,061 
General Service > 50 to 4999 kW $1.6357 kW 9,698 $15,863   $0 $15,863 
Unmetered Scattered Load $0.0382 kWh 16,511 $631   $0 $631 
Street Lighting $12.5105 kW 423 $5,292   $0 $5,292 

Total Variable Revenue   15,481,087 $83,846  0 $0 $83,846  
        

2025Rates at 2025 Load         
 

Test Year Projected Revenue from Proposed Fixed Charges 
Customer Class Name Fixed 

Rate 
Customers 

(Connections) 
Fixed Charge 

Revenue 
Variable 
Revenue 

TOTAL 
% Fixed 
Revenue 

% Variable 
Revenue 

% Total 
Revenue 

Residential $46.10 1,145 $633,241 $0 $633,241 80.19%  79.34% 
General Service < 50 kW $26.49 139 $44,169 $62,061 $106,230 41.58% 48.88% 13.50% 
General Service > 50 to 4999 kW $96.43 15 $17,171 $15,863 $33,034 51.98% 49.28% 5.29% 
Unmetered Scattered Load $5.46 21 $1,392 $631 $2,023 68.82% 15.44% 0.26% 
Street Lighting $1.50 370 $6,666 $5,292 $11,958 55.74% 35.60% 1.62% 

Total Fixed Revenue  1,690 $702,639 $83,846 $786,485    

Integrity Check     786,407    

Reconciliation with RRWF Tab 13     $78    

 

The revenue sufficiency presented at the next page is an excerpt from the Revenue Requirement 
Work Form. The drivers for the revenue deficiency are discussed in the next section. 
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Table 16 - Revenue Deficiency (RRWF) 

Particulars 
 At Current 

Approved 
Rates 

  
At Proposed 

Rates    

       
       

Revenue Deficiency from 
Below  

  
 

$156,448  

Distribution Revenue  $640,077  
 

$629,959  
Other Operating Revenue 
Offsets - net  

$55,975  
 

$55,975  

Total Revenue  $696,051  
 

$842,382  

    
 

  
Operating Expenses  $749,836  

 
$749,836  

Deemed Interest Expense  $36,194  
 

$36,194  
Total Cost and Expenses  $786,029  

 
$786,029  

    
 

  
Utility Income Before 
Income Taxes  

($89,978) 
 

$56,353  

       
 

  
Tax Adjustments to 
Accounting               Income 
per 2013 PILs model  

$17,167  
 

$17,167  

Taxable Income  ($72,811) 
 

$73,520  
    

 
  

Income Tax Rate  12.20% 
 

12.20% 
Income Tax on Taxable 
Income  

$ - 
 

$8,969  

Income Tax Credits  $ - 
 

$ - 
Utility Net Income   ($89,978) 

 
$47,384  

    
 

  
Utility Rate Base  $1,286,198  

 
$1,286,198  

    
 

  
Deemed Equity Portion of 
Rate Base   

$514,479  
 

$514,479  

    
 

  
Income/(Equity Portion of 
Rate Base)  

-17.49% 
 

9.21% 

Target Return - Equity on 
Rate Base  

9.21% 
 

9.21% 

Deficiency/Sufficiency in 
Return on Equity  

-26.70% 
 

0.00% 

    
 

  
Indicated Rate of Return  -4.18% 

 
6.50% 

Requested Rate of Return on 
Rate Base  

6.50% 
 

6.50% 

Deficiency/Sufficiency in Rate 
of Return  

-10.68% 
 

0.00% 

    
 

  
Target Return on Equity  $47,384  

 
$47,384  

Revenue 
Deficiency/(Sufficiency) 

$137,361    $ - 

Gross Revenue 
Deficiency/(Sufficiency)  

$156,448  (1) 
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6.7.2 Causes of Revenue Deficiency 

H2000's existing rates are based on the Board-approved rates in 2020 as an outcome of a cost-
of-service rate application and subsequent annual adjustments to its' base distribution rates in 
years 2020 to 2023 under the Board's Annual Incentive Regulation mechanism. 

As illustrated in the previous section, the revenue deficiency is determined to be $156,448  

The shortfall is in line with the applicant's directives from its Board of directors to reduce rates 
while maintaining the integrity of its service to customers, distribution system, safety, and 
reliability.  

The major contributors of the increase in revenue requirement from 2020 Board Approved to Test 
Year (2025) are presented in the following table with explanations following. 

Table 17 – Change in Revenue Requirement 

Particular 2020 2025 Diff 
        
Long Term Debt 3.21% 4.58% 1.37% 
Short Term Debt 2.75% 6.23% 3.48% 
Return on Equity 8.52% 9.21% 0.69% 
Weighted Debt Rate 3.18% 4.69% 1.51% 
Regulated Rate of Return 5.32% 6.50% 1.18% 
        
Controllable Expenses $492,699 $687,474 $194,775 
Power Supply Expense $2,529,321 $2,343,290 -$186,032 
Total Eligible Distribution Expenses $3,022,020 $3,030,764 $8,743 
Working Capital Allowance Rate 7.50% 7.50% 0.00% 
Total Working Capital Allowance ("WCA") $226,652 $227,307 $656 
        
Avg Gross Assets $1,051,398 $1,626,485 $575,087 
Avg Acc Depr $317,219 $567,595 $250,375 
Average Fixed Asset  $734,179 $1,058,890 $324,712 
Working Capital Allowance  $226,652 $227,307 $656 
Rate Base $960,830 $1,286,198 $325,368 
        
Regulated Rate of Return 5.32% 6.50% 1.18% 
Regulated Return on Capital  $51,074 $83,577 $32,503 
Deemed Interest Expense $18,329 $36,194 $17,865 
Deemed Return on Equity $32,745 $47,384 $14,638 
        
OM&A $492,699 $687,474 $194,775 
Depreciation Expense $0 $0 $0 
PILs  $43,774 $62,361 $18,588 
Property Taxes $1,924 $8,969 $7,045 
Revenue Offset -$37,573 -$55,975 -$18,402 
Revenue Requirement $551,898 $786,407 $234,510 
      42.49% 

 

The table above shows that the Rate Base of $1,286,198 in 2025 is higher than the 2020 Board-
approved amount of $960,830 by $325,368.  
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The factors contributing to the change in the rate base are discussed in detail at Exhibit 2 and 
summarized as; 

a) Investments in the distribution system to follow the Distribution System Plan. 

b) Accommodate growth in the residential and commercial sector over the past 10 
years 

c) Continue with the pole and transformer replacement plan. 

The Working Capital Allowance was increased by $656 due to the increase of OM&A and power 
supply expense.  

The major OM&A drivers across various accounts include increased expenses for overhead 
distribution lines, maintenance, billing, and administrative functions. 

In Overhead Distribution Lines and Feeders (Account 5095), an unexpected rise in pole rental 
fees led to a cost increase. Maintenance of Poles and Fixtures (Account 5120) saw an increase 
due to storm-related repairs in 2022, while Maintenance of Line Transformers (Account 5160) 
increased as Hydro 2000 conducted PCB analyses on older equipment to comply with 
regulations. 

In Billing and Collecting (Account 5315), expenses grew due to staffing and software 
enhancements. Re-filling a vacant reception position and costs for software updates—like 
Northstar, ITM-Silverblaze, and Honeywell Connexo—drove up costs. Additionally, modifications 
for programs such as OESP and Green Button to improve customer service and compliance 
contributed to increased billing costs over multiple years. 

Bad Debt Expense (Account 5335) rose in 2023 due to a significant unpaid bill from a business 
that ceased operations. 

Administrative and General Expenses also saw increases. Management Salaries (Account 5610) 
reflected routine salary adjustments, while Outside Services (Account 5630) costs increased due 
to temporary staffing needs and returning to normal levels of consulting work by MNP. Regulatory 
Expenses (Account 5655) increased due to shared cybersecurity development, COS rebasing, 
and higher fees for accountants. Rent also rose beyond the regular inflation due to the increase 
in insurance fees.  

These cost drivers highlight the impact of external factors such as storms, regulatory compliance, 
and inflationary pressures on operational expenses. 

The cost drivers underlying H2000s increase are explained in Exhibit 4. 

All customers’ rates will be affected. However, H2000 does not have any discrete customer 
groups that may be materially impacted by changes to other rates and charges. 
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APPENDICES 
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Appendix 6A 2023 Tax Return 
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APPENDIX 6A 
 
























































