EE.L.K.

Energy Inc.

October 24, 2012

Ms. Kirsten Walli
Board Secretary
Ontario Energy Board
2300 Yonge Street
26" Floor, Box 2319
Toronto, ON M4P 1E4

Dear Ms. Wallli:

Re: E.L.K. Energy Inc. — 2012 Cost of Service Distribution Rate Application
Board File No. EB-2011-0099

On October 17, 2012, we received correspondence from the Ontario Energy Board (the “Board”) advising
that a preliminary review of E.L.K. Energy Inc’s (“E.L.K.”) 2012 Cost of Service distribution rate application
(the “Application”) had determined that certain information was missing from the Application. E.L.K. offers
the following responses to the Board’'s comments with respect to missing information, together with the
accompanying material referred to below. The descriptions of the information are taken from the Board'’s
letter; each description is followed by E.L.K.'s response.

1. Statement as to when the forecast was prepared and when it was approved by the utility’s
management and/or Board of Directors for use in the application.

Response: The forecasted data is prepared by management and is reviewed and approved by the Board
of Directors. Preparation of the forecast began in December 2011 and continued through April 2012 with
Board of Directors approval May 24, 2012. Once approved, forecasted data is only revised if a material
change in plan is required. This information relates to Exhibit 1, Tab 2, Schedule 2.

2. Reference to the Conditions of Service or where they can be found.

Response: E.L.K's Conditions of Service are publicly available on E.L.K.'s website at
www.elkenergy.com. The version posted on the E.L.K. website is the current version. There are no rates
and charges documented in E.L.K.’s Conditions of Service. This information relates to Exhibit 1, Tab 2,
Schedule 1.

3. Capital expenditure variance explanation/Actual vs. Board approved for last CoS year.

Response: E.L.K. has provided information on actual capital expenditures for 2006, E.L.K.’s last Board
approved CoS year. Table 2-7B in E.L.K.’s Application (at Exhibit 2, Tab 1, Schedule 3, p.2) shows
capital expenditures before capital contributions of approximately $700,000 for 2006 actual. As was the
case with almost all Ontario electricity distributors, E.L.K.’s 2006 distribution rate application was based
on a historical test year, essentially using 2004 actual data to develop rates for 2006. There were no
separate capital expenditures assumed in the 2006 application, since the application was based on



historical data. Accordingly, there is no Board-approved value for 2006 capital expenditures. This
information relates to Exhibit 2, Tab 1, Schedule 3.

4. Report on Electricity Service Quality Requirements (“ESQR”).

Response: A copy of the requested report accompanies this letter. This information relates to Exhibit 2,
Tab 1, Schedule 2.

5. OM&A one-time costs.

Response: With the exception of one-time regulatory costs, legal costs for regulatory matters, and
consultant costs for regulatory matters, there are no significant material OM&A one-time costs. This
information relates to Exhibit 4, Tab 2, Schedule 3.

6. For Shared Services/Corporate Cost Allocation: Explanation of variances between Test
Year and last Board approved at rebasing and between Test Year and most current actual.

Response: Please see E.L.K.’s response to Question 3, above. There was no amount for Shared
Services/Corporate Cost Allocation included in the 2006 cost of service application since it was based on
a historical test year. As a result it is not possible to make comparisons to 2006 Board approved
amounts. However, the variance between the level of Shared Services/Corporate Cost Allocation shown
in Table 4-18 (2006 Actual) and the 2012 Test Year as well as the most current actual 2011 versus the
2012 Test Year will be described below.

The variance from the 2006 actual to the 2012 Test Year for the shared service between E.L.K. Energy
Inc. and E.L.K. Solutions relating to street lighting, sentinel lighting and water heaters — a $116,000
decrease — is primarily the result of less demand and fewer attributable jobs surrounding this shared
service.

Shared services also exist between E.L.K. Energy Inc. and the Town of Essex. Variances between 2006
actual and the 2012 Test Year, totaling approximately $55,000, primarily involve the following two items
that explain the majority of the difference:

e E.L.K. provides hilling services to the Town’s water department. There has been a decrease of
approximately $25,000 in recoveries from the Town from 2006 actual compared to the 2012 Test
Year. This is the result of E.L.K. no longer having to employ a meter reading company to
physically read the water meters for the Town of Essex in 2012 due to the implementation of
radio frequency technology. This represents a decrease in revenue from the Town of
approximately $25,000.

e In 2006, E.L.K. rented a facility known as the Harrow Service Centre to the Town. The rent was
approximately $25,000 per annum. The building was sold prior to 2012 and therefore the rental
revenue is not part of the 2012 Test Year amount.

The variances between the 2011 actual and 2012 Test Year are minimal in nature and immaterial. For
example a difference of only $2,000 exists between 2011 actual and the 2012 Test Year for the billing
function for the water department. This information relates to Exhibit 4, Tab 2, Schedule 4.

7. Excel Board approved PILs proxy model (active) for 2001 Q4, 2002 and 2005.

Response: Live Excel models are being filed electronically through the Board’s RESS system with this
letter. This information relates to Exhibit 9, Appendix 9.



8. Mitigation plan for Street Lighting and Sentinel since bill impact >10%.

Response: E.L.K. does not have a mitigation plan for the Street Lighting and Sentinel Lighting classes.
E.L.K. has adjusted the revenue to cost ratios for these classes in order to be within the Board’s target
range, consistent with the approach approved by the Board in other cost of service applications since
2008. E.L.K. understands that in numerous cases, in order to address the significant under-recovery of
costs in these two classes, significant adjustments to the revenue-to-cost ratios have been proposed, and
the bill impacts for these classes have been higher than 10%. E.L.K.’s understanding is that the Board
has approved bill impacts greater than 10% for these classes. E.L.K. is not proposing to reduce bill
impacts to 10% or less for these classes, and has therefore not developed a mitigation plan. This
information relates to Exhibit 8, Tab 1, Schedule 8.

9. Letter from Fairness Commissioner regarding Smart Meters.

Response: A copy of the requested letter is enclosed. This information relates to Exhibit 9, Tab 4,
Schedule 1.

We trust that this information will be satisfactory to the Board, and we look forward to receiving the
Board’s Notice of Application and its Letter of Direction with respect to the Notice at your earliest
convenience. Please note that the bill impacts for the Residential and General Service < 50 kW classes
(800 kWh and 2,000 kWh per month, respectively) to be used in the Notice are those set out in E.L.K.'s
Revenue Requirement Work Form filed electronically with the Application, and not those set out in Exhibit
1, Tab 2, Schedule 1, page 3 of the Application.

Should you have any questions or require further information in respect of this matter, please do not
hesitate to contact me.

Yours very truly,

Mark Danelon, C.A.

Manager of Finance & Regulatory Affairs
E.L.K. Energy Inc.

172 Forest Ave

Essex ON N8M 3E4

Tel: (519) 776-5291 ext 204

Fax: (519) 776-5640

Email: mdanelon@elkenergy.com



E.L.K. Energy Inc.
EB-2011-0099

Report on Electricity Service Quality Requirements

(asreferred to in #4 of the ELK correspondence of October 24, 2012)
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E.L.K. Energy Inc.
EB-2011-0099

Letter of Fairness Commissioner Regarding Smart Meters

(asreferred to in #9 of the ELK correspondence of October 24, 2012)



PRP International, Inc.

Fairmess Advisory Services

March 5, 2009

Mr. Mark D. Danelon, CA

Manager, Finance & Regulatory Affairs
E.L.K. Energy Inc

172 Forest Avenue

Essex, Ontario N8M 3E4

Dear Mr. Danelon:

Subject: Attestation of the Fairness Commissioner
Advanced Metering Infrastructure RFP, August-July 2008

London Hydro, Consortium & Add-On LDCs Smartmetering Project

PRP International, Inc. is pleased to submit its letter report of the Fairness
Commissioner for the noted Request for Proposal (RFP) evaluation and selection
phase. This judgment is being provided for the information and use of each Add-On
LDC Sponsor, in their consideration of the report from the Evaluation Phase, for
this competitive transaction.

“It is the judgment of PRP International, Inc., as the Fairness Commissioner, that the
determinations of the two (2) highest ranked Proponents for the E.L.K. Energy Inc.
requirements are:
+ Silver Spring Networks, as the recommended Preferred Proponent, based on
its highest ranking, and
* KTI/Sensus Limited being the second ranked Proponent,
These determinations were made:
* in a fair fobjective and competent) manner and consistent with the evaluation
and selection processes set out in the RFP, issued August 14, 2007, and
* as E.LK. Energy Inc. is a 2009 add-on LDC, the same methodology as applied
to the LDCs processed in the initial groups of LDCs, in April-July 2008 was
used.”

A copy of the detailed report for your records is also being provided to you. Should
you have any questions or require clarification of any matter contained in this letter
report, please contact the undersigned.

Yours truly,

Peter Sorensen
President
cc: Mr. Gary Rains, RFP Project Director

203 - B QUEEN STREET, SUMMERSIDE, PEI CIN 0A6
TELEPHONE: 902.436.3930 FAX: 604-677-54009
EMAIL: fairness@telus.net



PRP International, Inc.
Fairness Advisory Services

March 5, 2009

Mr. Mark D. Danelon, CA

Manager, Finance & Regulatory Affairs
E.L.K. Energy Inc

172 Forest Avenue

Essex, Ontario NS8M 3E4

Dear Mr. Danelon:

Subject: Fairness Commissioner Deliverables
Advanced Metering Infrastructure RFP, August-July 2008

London Hydro, Consortium & Add-On LDCs Smartmetering Project

PRP International, Ine. is pleased to provide herewith:

1. its letter report of the Fairness Commissioner for the noted Request for
Proposal (RFP) evaluation and selection phase:

2. a copy of the Final Fairness Report provided to each LDC that participated in
this procurement; and

3. our invoice for the Fairness Commissioner services.

Should you have any questions or require clarification of any matter contained in
this letter report, please contact the undersigned.

Yours truly,

Original signed by:

Peter Sorensen

President

Enclosures: (3)

203 - 8 QUEEN STREET, SUMMERSIDE, PEl CIN 0A6
TELEPHONE: 902.436.3930 FAX: 604-677-5409
EMAIL: fairness@telus.net
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