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MILTON HYDRO DISTRIBUTION INC. 
200 Chisholm Drive, Milton, Ontario, L9T 3G9 
Telephone (905) 876-4611    ●    Fax (905) 876-2044 

 

 

August 9, 2022          

RESS 

Ontario Energy Board 
P.O. Box 2319 
2300 Yonge Street, 27th Floor 
Toronto, ON, M4P 1E4 

Attention: Nancy Marconi, Registrar 

Dear Ms. Marconi: 

 

Re: Milton Hydro Distribution Inc. (Milton Hydro)  
EB-2022-0049: Cost of Service Rate Application for 2023 Electricity Distribution 
Rates (Application) – Updated Response to Interrogatory 1-SEC-014 

 

Milton Hydro filed its responses to interrogatories on July 25, 2022. Following the submission of 
interrogatory responses, it was identified that, due to an oversight, Milton Hydro filed incomplete 
copies of the 2020 and 2021 Business Plan Documents, which were included as Attachments 1-
1 to 1-3 to interrogatory response 1-SEC-014.  

To ensure a complete and accurate record in the proceeding, Milton Hydro files an updated 
response to 1-SEC-014 that contains the updated 2020 and 2021 Business Plan Documents. 

Milton Hydro will file a letter with the OEB regarding Milton Hydro’s updated confidential 
treatment of certain information in the Updated 2020 and 2021 Business Plan Documents.  

Milton Hydro provides the enclosed updates to the following redacted evidence on the public 
record to file the complete copies of the 2020 and 2021 Business Plan Documents.: 

The updated business plan documents are comprised of the following: 

 Attachment 1-1 contains a package of material provided to Milton Hydro’s Board of 
Directors supporting the approval of, among other things, a business plan and budget for 
2020 (“2020 Business Plan”);  
  

 Attachment 1-2 contains certain excerpts from the 2020 Business Plan with the updated 
information; and 
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 Attachment 1-3 contains a package of material provided to Milton Hydro’s Board of 

Directors supporting the approval of, among other things, a business plan and budget for 
2021. 

 

Yours truly, 

 

 

Dan Gapic, CPA, CMA 
Director, Regulatory Affairs 
Milton Hydro Distribution Inc. 

 

cc:  Tim Pavlov, Torys LLP 
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Milton Hydro Distribution Inc.  
EB-2022-0049  

Interrogatory Responses 
Page 1 of 1 

Updated: August 9, 2022 

 

1-SEC-014 

[Ex. 1, p. 35]  

Please provide, for each of 2020 and 2021: 

a. The final board-approved business plan and budget, including the “five proposed 

forward-looking years”. 

b. The full package of materials provided to the board of directors or any committee of the 

board of directors supporting the budget and/or providing background information. 

c. The board resolution approving the budget. 

d. The Finance team’s “goals and objectives for the organization” established in support of 

that budget. 

Response: 

a. Please see attachments filed in response to part (b) below. 

b. The package of materials provided to Milton Hydro’s Board of Directors in respect of 

each of 2020 and 2021 is as follows: 

 Attachment 1-1 contains the package of material supporting the approval of, among 

other things, a business plan and budget for 2020 (“2020 Business Plan”);   

 Attachment 1-2 contains certain excerpts from the 2020 Business Plan with the 

updated information; and 

 Attachment 1-3 contains the package of material supporting the approval of, among 

other things, a business plan and budget for 2021. 

c. There were no formal written resolutions. The 2020 and 2021 budgets were approved 

during the Board of Directors meetings, held on December 9, 2019 and December 14, 

2020, respectively, and these approvals are reflected in the respective meeting minutes. 
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d. The goals and objectives are presented as part of the full package of materials are 

presented in the final board-approved business plan presented in part a. of this question 

above. 
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ATTACHMENT 1-1 

MILTON HYDRO BUDGET 2020 AND LRF FOR 2021-2023  
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ATTACHMENT 1-2 

UPDATED EXCERPTS TO MILTON HYDRO BUDGET 2020 AND LRF FOR 2021-2023 

  

































Other Income 
Milton Energy & Generation Solutions Inc. (MEGS)  

 
 

• MEGS has contracted with MHDI to provide the billing and customer service/collection
services.

• Effective June 1, 2019 MHDI billed MEGS based on a fully allocated cost plus return of
$3.56 per bill. MHDI has assumed the following rates and percent increases effective June
1st in each year of the forecast.

June 1, 2018 to June 1, 2019 to June 1, 2020 to June l, 2021 to 

May 31, 2019 May 31, 2020 May 31, 2021 May 31, 2022 

MHDI Bill Fee charged to MEGS $ 3.49 $ 3.56 $ 3.63 $ 3.70 

Percent Increase 2.05% 2.01% 1.97% 1.93% 

Controllable Expenses 
• For 2020, compensation reflects an increase of 2.2% for bargaining unit staff in line with the

Collective Agreement effective January I, 2017 expiring December 31, 2020 and an estimate for
total compensation relating to management staff (inflation adjusted 2.2% plus progression, if
applicable).

• In 20 l 9, the Pay Equity Maintenance Agreement was finalized. A Pay Equity adjustment was
identified for one female job class, Senior Clerk. Based on the Pay Equity Commission's
Regression Line Calculator Proportional Value Method, a retroactive adjustment was calculated
from January 1, 2017 to June 30, 2019 and paid out in August 2019 ($ l 7K).

• Staff levels are monitored regularly against other utilities of similar size. Headcount at the end of
2019 is forecast to be 52 FTE (full time equivalents). Headcount is forecast as follows:

o 2019P - One (I) SCAD A Technician (new) 
o 2020 - Two (2) additions -Director of Operations (vacant); Purchasing Manager (new) 
o 2021- One (I) headcount addition 
o 2022- One (I) headcount addition 
o 2023 - One (I) headcount addition 

• Controllable expenses are assumed to increase by 2.5% for each of 2021 through to 2023.

• Milton Hydro is subject to Payments in Lieu of Tax ("PlLs"); tax rates assumed as follows:
o 2019P- 26.5%
o 2020 - 26.5% 
o 2021- 26.5% 
o 2022 - 26.5% 
o 2023 - 26.5% 

In September 2019, Milton Hydro unde1went a Ministry of Finance PILS Audit for tax years 2015 & 2016. 
The Ministry of Finance proposed a tax adjustment of$690,000 with interest estimated at $147,000 (non
deductible for tax); MH is reviewing the tax adjustment with its tax consultants, KPMG. The $690,000 tax 
adjustment is a timing difference, with the exception of minor permanent exclusions (less than $10,000). 















//: 
Interest Expense 

I 

2017 
Actual 

$ 2,570.940 $ 

2018 
Actual 

2,606,634 $ 

2019 
Budget 

2.700,333 $ 

2019 
Projected 

2,849,671 

2020 
Budget 

$ 2,787,353 Interest (2016T - Deemed) 
%Increase (decrease) 1.4% 3.6% 5.5% -2.2% 

Effective October 1, 2001, MHDI began paying interest of 7.25% on the promissory note ($14,934,210) to 
the Shareholder in line with the deemed interest rate included in distribution rates. Effective May 1, 2016, 
MHDI filed its 2016 Cost of Service and the deemed interest rate included in distribution rates was adjusted 
to 3.85%; however, it was agreed that Milton Hydro would continue to pay interest on the promissory note to 
the Town at 7.25% (representing annually $508,000 of interest in excess of what Milton Hydro is collecting 
in distribution rates). 

Milton Hydro pays interest of 75 bps on the Letter of Credit ($3.0 million) that is required to be posted with 
the Independent Electricity Market Operator (1E50) at the time of market opening as well as interest paid out 
on customer deposits. 

Milton Hydro has signed financing agreements with Infrastructure Ontario and TD to fund its multi-year 
capital program: 

o November 12, 2009 — Infrastructure Ontario ($15.752M) 
o March 27, 2013 — Infrastructure Ontario ($20.044M) 
o December 15, 2015 — Infrasturuce Ontario ($4.0) 
o December 15, 2015 — TD ($12.0M) 

In September 2019, Milton Hydro underwent a Ministry of Finance PIES Audit for tax years 2015 84. 2016. 
The Ministry of Finance proposed a tax adjustment of $690,000 with interest estimated at $147,000 (non-
deductible for tax); MH is reviewing the tax adjustment with its tax consultants, KPMG. Milton Hydro has 
also reviewed it's 201 7/201 8 tax years with KPMG. and made a provision for all four (4) years in it's 2019P 
budget. The 2019P budget assumes that MH will interest ($176K) for 2015/2016/2017/2018 in 2019. 

Infrastructure Ontario: 

To-date, Milton Hydro has drawn down the entire $15,752,257 under the existing Financing Agreement No. 09Mi1930079055FA 
with Infrastructure Ontario dated November I2, 2009. 

Debentur 
e #1 

Debenture 
#2 

Debenture 
#3 

Debenture 
#4 

Debenture 
#5 

Debenture 
#6 

Total 

Principal Amount $285,000 
$2.880,05 

7 
$4,000,00 

0 
$3,487,20 

0 
$2,550,00 

0 
$2,550,00 

0 
S15,752,25 

7 

Closing Date 01-Apr-10 01-Apr-10 15-Jul-10 15-Sep-11 15-Feb-12 17-Sep-12 

Maturity Date 01-Apr-16 01-Apr-25 16-Jul-35 15-Sep-36 16-Feb-37 17-Sep-37 

Annual Interest Rate -fixed 3.02% 4.49% 4.84% 4.33% 3.92% 3.87% 

Loan Term 5 years 15 years 25 years 25 years 25 years 25 years 

Payment Frequency 
Semi 

Annual 
Semi 

Annual 
Semi 

Annual 
Semi 

Annual 
Semi 

Annual 
Semi 

Annual 

Loan Type 
Amort izin Amok

Amortizing Amortizing Amortizing Amortizing Amortizing 

Milton Hydro has drawn down the entire $20,044,000 under the Financing Agreement No. 12Mi19300712059FA with 
Infrastructure Ontario dated March 27, 2013. 
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ATTACHMENT 1-3 

MILTON HYDRO BUDGET 2021 AND LRF FOR 2022-2024 
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