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June 16, 2008

Delivered by E-mail and Courier

Ms. Kirsten Walli
Board Secretary
Ontario Energy Board
2300 Yonge Street, 27th Floor
Toronto, Ontario M4P 1E4

Dear Ms. Walli:

Re: EB-2007-0697
Horizon Utilities Corporation
Application to the Ontario Energy Board (the “OEB”) for E
Distribution Rates and Charges as of May 1, 2008

We are counsel to Horizon Utilities Corporation (“Horizon Utilities”) with res
above-captioned matter. Please find accompanying this letter Horizon
responses to Undertakings J1.1, J1.2, J1.4, J1.5, J1.7, J1.9, J1.10, J1.11 and J1
at the oral hearing. Responses to confidential Undertakings JX1.13, JX1.14 a
were provided on the second day of the hearing, on Friday, June 6, 2008.

Horizon Utilities’ responses to Undertaking J1.8 will be delivered by e-mail a
to the Board, and by e-mail to intervenors, shortly. Responses to C
Undertaking JX1.3, Undertaking J1.6 (also being delivered in confidence
Undertakings given during the confidential portion of the hearing on Friday, Ju
will be delivered by courier to the Board and parties that have executed the Bo
of Declaration and Undertaking pursuant to its Practice Direction on C
Filings. To our knowledge, counsel to Schools and Energy Probe’s consu
executed those forms to date.

Yours very truly,
BORDEN LADNER GERVAIS LLP

Original Signed by James C. Sidlofsky

James C. Sidlofsky
JCS/dp
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cc: Maureen Helt, OEB
Khalil Viraney, OEB
Theodore Antonopoulos, OEB
Max Cananzi, Horizon Utilities Corporation
John Basilio, Horizon Utilities Corporation
Cameron McKenzie, Horizon Utilities Corporation
Intervenors of Record
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EB-2007-0697
Horizon Utilities Corporation

Response to Undertaking J1.1
Filed: June 16, 2008

Page 1 of 2

UNDERTAKING J1.1

To provide 2006, 2007, 2008 forecast and actual regulatory expenses for internal costs,

OEB assessment costs, and external costs, lawyers and consultants.

Response:

Horizon Utilities has provided the 2006 Actual, 2007 Forecast and Actual and the 2008

Test Year Regulatory Services department expenses broken out into internal costs;

external costs being wholesale/retail settlement and temporary employment services;

lawyers and consultants; and OEB assessment costs.

The following provides a brief description of costs included in each category:

Internal Regulatory Department Cost – includes wages and benefits, overtime (union

only), staff training and development, PC support and other office expenses.

Legal included in USoA 5630 – expected expenditures for legal advice and assistance to

Horizon Utilities in participating in ongoing OEB proceedings as outlined in the OEB

business plans for 2008 to 2010. Horizon Utilities would note that there are no legal or

consulting costs related to the 2008 EDR Application included in the 2008 Test Year.

Consultants included in USoA 5630 - expected expenditures for consultant advice and

assistance to Horizon Utilities in participating in ongoing OEB proceedings as outlined in

the OEB business plans for 2008 to 2010.

OEB Assessment Costs & Intervenor Costs - Horizon Utilities’ annual assessment fees

and expected expenditures allocated to Horizon Utilities for payment of intervenor costs

as they relate to the ongoing OEB proceedings as outlined in the OEB business plans

for 2008 to 2010. Horizon Utilities would note, in reviewing the 2008 OEB Assessment

costs, that an amount of $206,000 for intervenor costs, related to the 2008 EDR

Application, is included in the 2008 Test Year amount of $1,007,510. Horizon Utilities

submits that these costs are ongoing and are representative of costs of future rate

applications, including the expected intervention on the 3rd Generation IRM applications

and the Capital Investment Adders and the continuing proceedings on smart meter

investments well after 2010.
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Wholesale Settlement & energy statistics programs – includes the costs associated with

the licensing and 3rd party support for Horizon Utilities’ wholesale settlement system and

programming support for compilation of energy and demand statistics for settlement with

the Independent Electricity System Operator and Hydro One Networks Inc. including

regulated changes in electricity pricing and settlement expected over the next three to

five years.
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Response to Undertaking J1.2
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UNDERTAKING J1.2

To provide First Quarter 2008 Forecasts

Response:

Horizon Utilities has provided the First Quarter 2008 Forecast, which includes the

regulated and non-regulated businesses and is prepared on a basis consistent with the

2008 business plan.
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UNDERTAKING J1. 4

To provide forecast of regulated return for 2009 and 2010

Response:

Horizon Utilities would refer to its response to Consumers Council of Canada,

Attachment A2, and in particular the table labeled Profitability/Return Trend. The Return

on Equity section of this table provides the estimated regulated return on equity forecast

for 2009 and 2010 at 8.86%, being the return on equity Horizon Utilities included in its

Application, pending the release of the OEB approved ROE in February 2008. With the

Board's adoption of a regulated return on equity of 8.57%, the forecast shown in the

Profitability/Return Trend table would be reduced to 8.57%.

Horizon Utilities reiterates that the 2008 Budget and Three Year Plan provided in

Attachment A2 reflects the business operations of both the regulated and non-regulated

entities.



EB-2007-0697
Horizon Utilities Corporation

Response to Undertaking J1.5
Filed: June 16, 2008

Page 1 of 1

UNDERTAKING J1.5

To provide costs per customer for 2002, 2003 and 2004.

Response:

Horizon Utilities has provided the controllable cost per customer for the years 2002,

2003 and 2004 in the following table. It is important to note that the controllable costs

per customer provided in the table below are not comparable to the 2008 Test Year

controllable costs per customer in that they do not include costs associated with four

years of inflation and wage increases, smart meters or Horizon Utilities’ ERP solution

included in its 2008 EDR Application. Smart meters and ERP alone are expected to add

approximately $11.50 to the controllable costs per customer in 2007 and 2008.
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UNDERTAKING J1. 7

To provide a breakdown of General and Administrative compensation into its

components for 2006, 2007 and 2008.

Response:

Horizon Utilities has provided a breakdown of OEB Account 5605 Executive Salaries

and Expenses, Account 5610 Management Salaries and Expenses, and Account 5615

General Administrative Salaries and Expenses into their components for 2006 Actual,

2007 Bridge and 2008 Test Year as follows:

Account 5605 Executive Salaries and Expenses
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UNDERTAKING J1. 7

Account 5610 Management Salaries and Expenses
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UNDERTAKING J1. 7

Account 5615 General Administrative Salaries and Expenses
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UNDERTAKING J1.9

To allocate the $3.9 million in merger savings between the categories of OM&A.

Response:

Horizon Utilities has provided the breakdown of the $3.9 million of merger savings

among the following categories:

$000’s

Operations and Maintenance 1,000

Billing and Collections 900

Administrative and General 2,000

Total $3,900
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UNDERTAKING J1. 10

To provide how many of the 334 wood pole replacements are deferrals from 2006.

Response:

Each year 20% of Horizon Utilities wood poles older than 25 years are tested and rated

to determine when they should be replaced or retested. Those poles identified as

requiring replacement within one year, are planned for replacement in the following year.

In addition, there are wood poles that are identified as requiring immediate replacement

as well as wood poles damaged in hit and run accidents where cost recovery is not

possible. In 2006 there were 400 poles identified as requiring replacement. Of the 400

poles requiring replacement, 372 were replaced and the remaining 28 poles, planned for

replacement in 2006, were deferred to the 2007 replacement program as a result of

constraints or urgent work priorities. Horizon Utilities would note, for the record, that the

correct number of poles identified as requiring replacement in 2007 was 350 plus the 28

poles deferred from 2006 for a total of 378 poles rather than the 334 referred to in the

oral proceeding and this undertaking. No poles being replaced in the 2008 Test Year

have been deferred from the 2007 Bridge Year.
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UNDERTAKING J1. 11

To provide table of quantity of poles tested, recommended for replacement and actually

replaced in a given budget year and budgeted amount.

Response:

Horizon Utilities has provided the above requested information in the table below. As

can be seen in the table, and as mentioned in Horizon Utilities’ response to Undertaking

J1.10, no poles being replaced in the 2008 Test Year have been deferred from the 2007

Bridge Year.

Horizon Utilities notes, as discussed in its response to OEB staff IR No.9, that the costs

of pole replacement vary, and the example provided in that interrogatory response

related to the replacement of poles in back yards in the St. Catharines service area.

Other factors that affect individual pole replacement costs are pole height; number of

conductors or circuits attached to the pole; number of transformers attached to the pole,

if any; and the location and terrain where the required replacement is to take place.
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UNDERTAKING J1.12

To provide gross billing information for 2006 and 2007.

Response:

Horizon Utilities has provided the gross billings for 2006 and 2007 in the table below. In

addition, Horizon Utilities has provided the actual net bad debts for the same years and

the percent of net bad debts to gross billings in response to Mr. Buonaguro’s question of

June 5, 2008, at page 184 lines 23 to 26, “I need to know what the total gross billings

were for those years, so I can compare them to the bad debt expense that was

experienced in those years, to see how close they are to 0.2 percent.” Net bad debt

expense represents Horizon Utilities’ total bad debt expense less recoveries through

normal collection mechanisms. The 2006 Actual bad debt expense has been adjusted

for a one time recovery of the Ontario Price Credit (“OPC”). The OPC was paid to

distributors by the IESO under O. Reg. 48/05 and distributors were required to pay the

OPC to low-volume or designated consumers and retailers. Horizon Utilities paid the

OPC credit to its customers and also applied the OPC to the account of those customers

that had moved out of Horizon Utilities’ service area and left a balance outstanding that

was subsequently written off. The OPC was a one time non-recurring provincial

electricity price adjustment paid directly to customers that resulted in a one time non-

recurring adjustment to Horizon Utilities’ 2006 net bad debt expense. As such, the OPC

has been added back to the 2006 net bad debt expense in order to properly calculate

the actual net bad debt exposure experienced by Horizon Utilities. The 2007 net bad

debt amount shown in the table below is the actual 2007 expense of $1,362,550 as

compared to the 2007 Bridge Year amount of $759,004, shown in Exhibit D/Tab

2/Schedule 2 of the Application.
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