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EBEB-2009-0332"

IN THE MATTER OF the Ontario Energy Board Act, 1998,#

S.O. 1998, c. 15, (Schedule B);$

AND IN THE MATTER OF an application by Horizon Utilities%

Corporation for an order approving the recovery of certain&

amounts related to an unforeseen loss of revenue to be'

effective January 1, 2010.(

)

HORIZON UTILITIES CORPORATION (“HORIZON UTILITIES”)*

CONFIDENTIAL RESPONSES TO"!"!

VULNERABLE ENERGY CONSUMERS COALITION (“VECC”) INTERROGATORIES""""

DELIVERED DECEMBER 2, 2009"#"#

"$"$

Question #3 [NOTE THAT ONLY HORIZION UTILITIES’ RESPONSES TO PARTS (b)"%"%

AND (c) ARE BEING FILED IN CONFIDENCE]"&"&

Reference: Manager’s Summary, paragraphs 2.2 -2.4 and 3.7"'"'

b)b) Please confirm that Horizon’s forecast for 2008 loads for the Subject Customer were"("(

based on the 2006 average monthly value of 96,206 kW (per Table 2).")")

c)c) Please confirm that actual 2007 average monthly use by the Subject Customer was"*"*

83,683 kW (per Table 1).#!#!

Response:#"#"

b)b) Horizon Utilities confirms that its forecast for 2008 loads for the Subject Customer####

were based on the 2006 average monthly value of 96,206 kW.#$#$

c) Horizon Utilities confirms that the actual 2007 average monthly use by the Subject#%#%

Customer was 83,683 kW.#&#&
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Question #4"

Reference: Manager’s Summary, paragraphs 2.5 - 2.6 and 4.7#

a)a) Please recalculate the Actual and Anticipated Distribution Revenue Deficiency$

(Table 3) assuming the increase in load to 12,000 kW only lasts until December%

2009.&

b)b) Based on the results in part (a) please re-calculate the Rate Rider per Table 5.'

Response:(

The recalculated Actual and Anticipated Distribution Revenue Deficiency (Table 3) is set)

out below.*

Revised Table 3"!"!

""""

"#"#
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Please note that Horizon Utilities’ response to Board staff interrogatory #6 shows a"

revised estimate for the period November 2009 through April 2011. Horizon Utilities has#

prepared an Updated Revised Table 3 which reflects this new estimate.$

Updated Revised Table 3%

&

'

b) Rate Rider (Table 5) [revised based on part (a)](

Revised Table 5)

*
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An Updated Revised Table 5 appears below which reflects the revised forecast for the"

period November 2009 until April 2011.#

$

Updated Revised Table 5%

&

'
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Question #5 [NOTE THAT ONLY HORIZON UTILITIES’ RESPONSE TO PART (b) IS"

BEING FILED IN CONFIDENCE]#

Reference: Manager’s Summary, paragraph 2.7$

b)b) What actions did Horizon take during the 2008 rate year (i.e. May 1, 2008 to April%

30, 2009) to reduce costs and help offset the impact of this reduced revenue?&

What were the associated capital and operating cost reductions for the 2008 rate'

year?(

Response:)

b)b) Horizon Utilities does not maintain its financial records on a rate year basis, and,*

as such, is not able to specifically identify actions undertaken on a rate year basis."!"!

Horizon Utilities respectfully submits that the following actions to reduce costs and help""""

offset the impact of reduced revenue were undertaken by it in fiscal 2008:"#"#

" Deferral of training and development expenditures of approximately $0.2MM; and"$"$

" Deferral of new hires and filling of vacant positions of approximately $0.5MM."%"%
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Question #9"

Reference: Manager’s Summary, paragraph 3.11#

a) Please demonstrate that the short-fall in distribution revenue is required to “provide$

the cash necessary to finance Horizon Utilities’ investment in capital, operations and%

maintenance”.&

Response:'

The Board’s Decision and Order with respect to Horizon Utilities’ 2008 electricity(

distribution rate application (“2008 EDR”) provided for a Distribution Revenue)

Requirement of approximately $86.7 million. Such Distribution Revenue Requirement*

was necessary to support the operating and capital programs set out in the 2008 EDR"!"!

application, to sustain a reasonable and prudent level of creditworthiness of Horizon""""

Utilities, and to support a regulated level of return on capital to support financial"#"#

sustainability."$"$

The Distribution Revenue Requirement was effectively adjusted May 1, 2009 based on"%"%

the Third Generation Incentive Regulation Mechanism (“3GIRM”). Such adjustment to"&"&

Horizon Utilities’ electricity distribution rates resulted in a revised Distribution Revenue"'"'

Requirement of approximately $87.7 million."("(

The 2009 Horizon Utilities budget for distribution revenue is based on the amount of")")

Revenue Requirement provided by 2008 EDR as adjusted by 3GIRM and assuming a"*"*

modest 0.5% of customer growth. The resulting 2009 fiscal year budget for electricity#!#!

distribution revenue is $86.9 million.#"#"

Horizon Utilities has forecast a shortfall of $4.5 million of electricity distribution revenue####

for 2009 relative to its budget. Of the $4.5 million, $3.7 million has been realized to the#$#$

end of September 30, 2009. Of this amount, $3.1MM represents forgone revenue#%#%

related to reduced consumption and demand.#&#&
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Such total shortfall is material to Horizon Utilities and represents 5% of its 2009"

revenue.#

In the interest of prudence in maintaining a balance between distribution costs and$

risks, cashflow, and shareholder interests, Horizon Utilities targeted reductions in its%

2009 operating program by $2.0MM and its capital program by $3.6MM. Such&

reductions largely represent deferrals of necessary expenditures in support of'

sustainable electricity distribution infrastructure. Such deferrals do not pose an(

immediate significant risk for Horizon Utilities, but must be addressed in due course.)

Paragraph 3.11 of the Manager’s Summary provides the impact of the Large User class*

only on 2009 Horizon Utilities’ distribution revenue. The recovery sought by Horizon"!"!

Utilities under this Application is only a portion of the total amount of distribution""""

revenue shortfall forecast for 2009."#"#

Consequently, the recovery sought under this Application is necessary to address a"$"$

portion of the deferred expenditures on a priority basis. Horizon Utilities will address the"%"%

remaining deferrals based on its 2010 financial performance and through a cost of"&"&

service rate application for the 2011 rate year."'"'

"("(

::ODMA\PCDOCS\TOR01\4237759\1")")
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