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INTRODUCTION & OPENING REMARKS


MR. HEWSON:  Good morning, everybody, both all the people in the room and those people on -- listening to us via the web and over the phone.  We appreciate your coming out today to provide your input and advice to us in terms of the development of the Ontario Electricity Support Program.

As you know, the Board has been asked by the Minister -- I'll give more details about this in a minute -- but asked by the Minister to report back on options and implementation of an electricity support program, and so we are looking today to hopefully hear from you on some key issues, get your advice and input, and before I go any further, I wanted to first introduce the members of Board Staff who are in the room today for the forum.

At the back is Mary Anne Aldred, vice-president and general counsel, legal services and strategic policy, so it's Mary Anne who is heading up the program to develop a report back to the Minister.

With me to my far left is Lenore Robson and, next her, Rachel Anderson.

My name is Brian Hewson.  I'm the senior manager of strategic policy, so I'm leading up our work to come up with a set of options and proposals for the Board's consideration to ultimately report back to the Minister.

So I first wanted to go over a few remarks about what today is about just so we're all understanding what we're trying to do today, so today is a stakeholder forum.  That's a term that we haven't used a lot at the Board, but the idea is really to hear from you, rather than -- and some of you have asked, why wasn't there a report put out or some sort of paper put out for discussion.  This is really an opportunity for you to provide some input to us and your advice and comments on some general issues that we think are important for the Board's consideration in developing options for the Ontario Electricity Support Program, and that's why there isn't sort of a formal presentation from Board Staff that lays out a set of ideas and options and proposals.  We're really looking for your advice, based on your own perspectives about what a support program should look like.

Just to go over a little bit about what we've been asked to do, so in the Minister's letter to the Chair of the Board he requested that the Board look to develop an ongoing, long-term, ratepayer-funded electricity support program for low-income electricity consumers.

He asked that we consult very broadly on that, so we have been undertaking some consultations.  He set out a few key criteria for our consideration in developing the options:  First, that it should be implementable by January 1, 2016.  So that's a fairly tight time frame, I think everybody would agree, to develop a program and get it implemented, but that's the Minister's objective for this program.

That it will be funded through electricity rates, with an appropriate balancing in our consideration of the options between the needs of low-income consumers and the challenges they are facing and ratepayer interest.

So as the Board always does in looking at any kind of a regulatory or framework policy, it is about balancing the interests of the different parties, and that's what the Board has been asked to do here.

That it be delivered as a reduction on customers' bills, so it is clear that it something that is going to be delivered through the distributor's bills to customers, and the mechanism for doing that is something we are thinking about.

Be accessible, in terms of making sure that the program delivery and intake options are considered in a way that will make sure that all the customers who should -- who would be eligible for the program will have access to the program and will be able to take advantage of the program.

That it complement existing programs that are already out there, such as our LEAP program, low-income energy assistance program, that has been in place for some time, along with conservation programs that are targeted to low-income consumers.

So we are, just so you know, looking at it in the context of our ongoing LEAP evaluation and work that we are looking at there, as well as talking to the OPA and engaging with them in terms of what low-income programs look like going forward under the new CDM framework, so we are considering all of that as part of our design of a set of options.

And most importantly, that we consider the unique needs of all low-income energy -- or electricity consumers, including those that do not pay bills directly, those that depend on medical equipment, and those in First Nation and Métis communities.

The report is to ensure that we report back to the Minister with a set of options, that we have considered the ability to implement those options and have an implementation plan as part of our report developed so that the Minister understands how we would go about implementing any of the options once he has made his decision or his -- he and his colleagues have made a decision about how this program should move forward.

That we have to make sure that we have considered and provide cost projections on the different options and ensure that we have looked at how the distribution sector and therefore other ratepayers may gain value and benefits from this program.  And I think we'll hear some of that from one of our presenters today, some of the ideas that have come up and benefits that have been identified elsewhere.

So we are looking at what are the benefits that will flow to the distributor and therefore to the broader ratepayer group from introducing an OESP program.

And that we are to make sure that we identify some monitoring and evaluation plans for the program so that as it's put in place we have identified how it will be evaluated going forward to ensure it is achieving the objectives the Minister has set out for it.

Over the last two months, staff -- prior to that, Staff were undertaking a great deal of analysis of what other programs look like, how programs have already been working in this province, the low-income program that is already in existence, how other programs in other jurisdictions work and how they have provided benefits, what types of cost issues have come up, so we've done a lot of research.

What we've also done is undertaken individualized meetings with low-income advocates.  We met with our financial-assistance working group that is an ongoing advisory panel that supports the Board in evaluating any low-income energy initiative, and we also have met with, I believe it is about seven different First Nation and Métis communities or organizations to gather input from that part of the population, and now today what we want to do is have a much broader discussion with all the stakeholders to make sure we get input from ratepayer groups, distributors, the low-income advocates, to help us in addressing some of the more fundamental questions that we're thinking about in terms of what the focus of this program should be, what type of benefit or approach to providing a benefit would be appropriate, or people's advice in terms of what seems to be the best approach to doing something like that, and then lastly, in terms of how it should be funded.

And as you know right now, the LEAP program is largely funded at the distribution level, the CDM programs are funded provincially, but the emergency financial assistance is funded at the local level.

So we've set these questions out in order to really try and generate a good discussion today about some key issues.  I know that there are some other things that people will want to bring up, talk about some of the program delivery aspects, like intake, eligibility.  There is a presentation later today from Hydro One that talks about a number of those issues, and we're looking forward to hearing from Kevin Mancherjee, who is going to be delivering that presentation.

First we are going to have Roger Colton, who is here as a representative on behalf of the Low Income Energy Network, and the reason we wanted to put Roger up first is, in looking at his presentation he did really does start off with the big questions and talks about how, at least from his perspective, what the program focus should be, and how it can be designed in a way to achieve that focus.

Before we call Roger up, I want to remind everybody that we are transcribing this, so that our court reporter will need people to identify who they are when they speak.  You will have to press the mic button that's in front of you; make sure the green light is on.  Identify yourself and who you represent, if you could, so that that can be recorded properly.

And then I would ask, to ensure there isn't any feedback issues, if you would make sure you turn your mic off afterwards.

In terms of the people who are participating on the phone, the -- I will, at appropriate times, stop and ask for questions from the room, and then ask for questions from the external listeners.  And at that time, our operator Annie will give you instructions again on how you, from a remote location, can identify that you have a question, and she will log you in and bring you into the conference in an orderly fashion.

And so we'll do that on a regular basis, just to make sure that everybody in the room and externally is getting a full opportunity to participate.

So the very last thing I need to do is really just some housekeeping, to make sure things run smoothly.

First off, you will note from the agenda that we are going to have a couple of breaks.  We've scheduled them for a particular time, but I think we'll see how things move.  But they will be around the times set out in the agenda.

We will have refreshments here for those breaks, so coffee will be refreshed, juice, other drinks provided.  In terms of anyone who is new to our facilities, the ladies washroom is straight out the door and down the little hallway that you will see.  The men's washroom is actually on the other side of the elevator bank, approximately the same distance down the hall.

If there is a fire alarm that goes off, in the event it happens, I will ask everybody to shut everything down.  We'll shut the conference down, and we'll wait for appropriate instructions from building management and security, in terms of exiting the building.  And then we will follow our evacuation protocol, which I'll explain in more detail at that time.

But basically it’s we will move to the stairwells.  The north stairwell and the south stairwell are on each side of the elevator bank close to the washroom doors, and we'll exit the building at that time.  But hopefully we don't have to worry about that today, and everything goes smoothly.

So with that, I think we are now ready for Roger to come up and hope -- and I'll ask Roger to introduce himself, and then we have allotted thirty minutes for Roger to walk through his presentation, then fifteen minutes for some clarifying questions.  And then I'm sure Roger will be a very active participant through the rest of the day.
LOW INCOME ENERGY NETWORK

Presentation by Mr. Colton:


MR. COLTON:
Thank you.  My name is Roger Colton.  I'm here on behalf of LIEN.  I work with a firm called Fisher Sheehan & Colton out of Boston, and have done low income work throughout the United States and in a variety of places, in a variety of the provinces in Canada.

I've organized the presentation today around the three questions that the Ontario Energy Board included in its notice.  So let me get right to this, to fit it in within a half hour.

The first question was: Should the OESP provide support to the greatest number of low income customers, or provide support to those low income customers with the greatest need?  That has indeed been a question that has faced administrators of low income programs for as long as I've been working on low income programs, which is close to thirty or thirty-five years now.

And the short answer that we provide to that is that the question doesn't state the choice correctly.  What LIEN believes is that a low income program should provide sufficient assistance to meet its objectives.

The purpose of a low income program is not simply to distribute money.  The distribution of money is a way to achieve other objectives, and we need to identify those other objectives.  The objectives that LIEN sees, and that I believe are appropriate for a low income energy assistance program, are to improve the effectiveness and the efficiency of utility collections from low income customers.

I believe, and I believe that other regulatory bodies have found, that a low income program can be viewed and should be viewed as an effective and efficient collection mechanism, as much as a low income assistance program.

The objective is, then, in addition to increasing the efficiency and effectiveness of utility collections, to generate other social benefits, and those other social benefits are -- we could talk for days about those, but improved health outcomes, improved educational outcomes, improved housing quality outcomes.

But those social objectives are not the primary objective of a low income ratepayer assisted program, or a ratepayer-funded low income assistance program.

The primary objective is to consider the inability of low income households to pay, and to address that inability to pay and the costs that are associated with that inability to pay on the front end.

There are two things that I want to note about the distribution of money relative to those objectives. One is that if one sets the benefits too low, then you are spending -- or we are spending money and not obtaining any of the benefits.  And so that doesn't make any sense.

On the other hand, if you set it -- similarly, if one sets the benefits too high, then you are spending money -- you are spending more money than is necessary to achieve the benefits.

So I'm going to talk about targeting a lot today.  One of the objectives is to set the amount of money that is being distributed at what is necessary to achieve the objectives of the program.

Going to the next slide is -- it's important to note that neither LIEN, nor myself, nor any of the other low income advocacy, or the consumer ratepayer advocacy organizations that I've worked with around the country have ever advocated for a low income program regardless of the cost.  That clearly is off the table, and that's not what has been proposed by LIEN.  It is not what has been proposed by me.

So we always work within budget constraints and it would be true in Ontario, just like it's true in any of the thirty-five states that have adopted low income programs.

The program proposal that has been advanced by LIEN is therefore set forth in a way that is, what I call scalable.  If we're spending too much money, there are specific decisions that can be made to reduce the cost of the program.  I believe that we've set forth a program that is reasonably cost.  But we can always amend the eligibility guidelines, if the program is costing too much money.

There is a mechanism where we could impose ceilings on the amount of credits that -- bill credits that would be granted to individual customers.  We could always change the percentage of income that is deemed to be affordable.

As I've talked before, the percentage of income that we use as an affordable percentage of income is 6 percent, but the fact is that affordability is not a point, it is a range, and if the program costs too much at 6 percent of income, we can move that affordable percent to 7 percent or 8 percent.

So the thing to take away from this is that when I say that we don't want to spend money just for the sake of spending money, that we are devising a program to achieve specific objectives.  We do that within the context of agreeing that affordability at any price is not on the table.

So here is the cost of the program as we have calculated it.  This is backed up by a spreadsheet or a workbook that has about 15 or 16 different spreadsheets to it.  It's incredibly complicated, but there are three basic components to the program.  One are -- the first component is current bill credits, or bill credits for the current asked-to-pay amount.  The second component is an arrearage forgiveness credit.  It makes no sense to make bills affordable on a going-forward basis if people are facing total bills which are unaffordable because of pre-existing arrears, so we have to deal with both the going-forward bill and the arrearages that are brought into the program.  And then the third component is administration.

I've set administration at 12 percent of the program credits, and if people want to talk about this, it is really a detail, but that 12 percent can be allocated in a variety of ways, between the utility's cost of administration and the community-based organization costs of administration.

There will, in fact, be a cost of start-up.  We want to acknowledge that.  We amortized that over a number of years and include that in the budget.  That money, of course, goes away after a while.  After the start-up costs have been fully amortized, then those costs drop out of the budget.

So how do we distribute money?  The answer to the first question is, we distribute money in a way that achieves the objectives.  And the objectives are not simply social objectives, but the objectives are directed toward reducing the costs of non-payment from low-income customers to the utility.

I think we would all agree that if low-income folks were paying their bills on time and not behind on their bills, not being disconnected, we wouldn't be here today, but they're not.  And so we need to address that underlying problem.

The second question is:  Should OESP best meet its intended objective through a percentage-based credit, a fixed credit that's the same for all participants, or a customized fixed credit?  And that customized fixed credit is what we've proposed, a percentage of income credit.

LIEN has proposed a percentage of income-based, fixed-credit program.  We believe that both of the first two proposals here, both the percentage-based credit, which is a flat discount, a 10 percent discount, a 25 percent discount, a 30 percent discount, or a fixed credit, whether it's $50 or $500, are highly inefficient ways to achieve objectives.

The reason they're inefficient is because whether you have a straight discount of 10 percent or 30 percent, you are going to be overpaying some people and underpaying other people, and relative to affordability, and as I said in one of my first slides, that when you pay too little, you are spending money without achieving your objectives.  When you pay too much you are spending money -- you are spending more money than is needed to meet your objectives, and both of those are an inefficient use of ratepayer dollars.

So we have proposed the percentage of income-based fixed-credit option, and I'll explain the rationale for the fixed-credit option in a little bit.

We believe that a percentage of income-based fixed-credit program achieves the program objectives of improving the outcomes, the collection outcomes, for utilities and achieving the social outcomes, while also achieving other important policy functions.

And I'll talk about one of the most important -- one of the most important other policy functions in just a few minutes.

Let me move to the objective of increasing the efficiency and effectiveness of utility credit and collection.  No one argues today, including myself, that the benefits of a low-income program -- that the cost reductions will more than offset the cost of the program.

That won't happen.  There will be significant offsets, and we've calculated about a 25 percent offset, but it's not the case that the savings will offset the cost.  What will happen, however, is that utilities will improve what's called their net back.

And if we were a group of bankers today or credit collection agencies, we would all know that concept of net back.  And the utility industry has not historically used it, so I'd like to talk about it for just a moment.

What net back says is that you start with the billed revenue and you multiply that billed revenue times the rate of collection, so you start with a bill revenue of $100, you collect 60 percent of that, you get your collected revenue of $60.  But you don't really get $60, you get $60 minus the cost -- what it cost you to achieve that $60.  So you have to subtract the cost of collection out of your revenue, and that results in the net back.

So net back is the rate of collection minus the cost of collection.  And net back has been empirically shown to improve under a low-income affordability program, that utilities will collect more money and will reduce their costs of collecting that money if they have a low-income affordability program.

The way to think about this is that it is better to collect 90 percent of a $70 bill than it is to collect 60 percent of a $100 bill.  And the reason for that is because you are going to get more money and you are going to spend less in the process of collection when you provide the affordable bill.

So one of the objectives is to improve the credit and collection efficiency for utilities, and that improvement in credit and collection efficiencies has an objective, quantitative measurement of how it occurs.  It's been empirically shown to happen, and that objective measurement is net back.

Let me move back to the prior slide for just a minute.  This is a slide that is -- was developed -- these aren't my numbers.  This is a slide that presents numbers that were developed by PECO, the Philadelphia Electric Company, and the tiered discount -- let me take you through three important parts of this.

The tiered discount is a flat discount, so -- only they don't have a flat discount.  They say people at zero to 50 percent are the federal poverty level, which is the U.S. equivalent to LICO.  50 percent of -- zero to 50 percent of the poverty level receive one business discount, 50 to 100 percent receive another discount, 100 to 150 percent receive another discount, but everybody within those poverty ranges receives the same discount, and there are four different levels to the discount.  So that's the tiered discount.

The fixed credit program is a percentage of income -- fixed credit program, which is the same program that has been proposed for Ontario.  I said that there were three things -- three important things to learn from this slide.

Number one is if you are -- R, by the way, is residential non-heating customers, and RH is residential heating customers.  So it’s simply two different tariffed rates.

Three different important takeaways from this slide.  Number one is if you look at the percentage unaffordable. This is percentage of accounts that have unaffordable bills, even though the customer receive the discount.  So with PECO, 34 percent of their non-heating customers and 28 percent of their heating customers receive unaffordable bills after having received the percentage of bill discount.

By moving to a percentage of income-based fixed credit program, that proportion of the total population which receives an unaffordable bill is reduced from 34 percent to 7 percent, and from 28 percent to 4 percent.  So that's what we call the breadth of unaffordability; how many people receive unaffordable bills.  And a percentage of income-based fixed credit program reduces to virtually zero the number of customers receiving an unaffordable bill.

It is not zero, because we require a minimum payment. And so there are some customers who will make minimum payments that are, at some level, unaffordable.  But that's the reason you have positive numbers here.

The second takeaway is that if you look at the columns marked the dollars over the unaffordable bill, that is the amount of the bill that is unaffordable after having received the discount.  So you will see that moving from a percentage discount to a percentage of income-based fixed credit program not only reduces the number of people, or the proportion of people receiving unaffordable bills, but it reduces the amount of the unaffordability as well.

So of the people who receive unaffordable bills using the percentage discount, those people have bills that are $504 over the affordable amount.  The heating customers have bills that are $764 over the unaffordable amount.  And we reduce that to $360 and $345.

So we not only reduce the percentage of customers that have unaffordable bills, but we have reduced, or we will reduce the amount of the unaffordability as well.

And perhaps the most important part, given those two outcomes, is to go up and look at the total cost of the program.  We improved the depth of affordability -- the breadth of affordability and the depth of affordability and, at the same time, we reduced the total cost of the program from $76 -- $77 million to $73 million.

So, the -- I think it's sometimes believed that if one adopts a percentage discount rather than a percentage of income-based program, that you will end up spending less money.  And that's simply not the case.

With the PECO program, the percentage discount actually costs more money and achieves the affordability objectives to a lesser degree.

The reason that we can improve the affordability objectives and reduce the cost of the program is because the dollars are more carefully targeted to where they need to go under the percentage of income-based fixed credit program.

I talked about the -- there being cost offsets, and I'm not going to spend a lot of time on this slide.  We could spend a whole day on this slide alone, as you might imagine.  But there are a number of cost offsets that a program such as that which has been proposed by LIEN will generate.

There will be bad debt savings.  There is no question but that there will be bad debt savings. And the reason -- and that's not because of an improved payment performance by program participants.  But the amount of the credit that is being provided is no longer being charged to low income customers, but is instead being charged to non-low income customers, and non-low income customers have -- they have better payment profiles than low income customers.

So, the amount of the credit for both the current bill and for the pre-program arrearages will generate bad debt offsets.  There will be working capital savings for the same reason.  There will be credit and collection savings, and we can go on through this.

One of the things that we found with other utilities is that when utilities give an affordable bill to low income customers, they can stop directing so much of their credit and collection resources to the low income customers who can't afford to pay, and instead direct those low income -- those credit and collection resources to people who can afford to pay, and they generate a greater -- greater payments for the amount of effort.

Whether you measure it by the number of credit and collection activities for a thousand dollars of bills, the number of credit and collection activities for a thousand dollars of payments, there are any number of metrics to use and considering the redeployed credit and collection activities.  But the fact is that when you redirect credit and collection activities away from people who can't afford to pay and toward people who can afford to pay, then you are going to be both more efficient and more effective in collecting dollars.

The last -- oh, I said that I would come back to a -- an important policy objective.  Ontario, in addition to any number of jurisdictions where I work today, has put a lot of effort into sending appropriate price signals.  And one of the things about providing an affordable bill is that it helps send price signals that can be acted upon as a conservation incentive.

Some people find that counter-intuitive, thinking that if there is a percentage of income payment, then people can use whatever they want and they won't have to pay for it.  And we have addressed that by making the credit be fixed, and not the payment be fixed.

But let me posit this to you, and this has been found empirically or demonstrated empirically, that if a customer has an ability to pay $50, whether that customer receives a bill for $90 or a bill for $120, makes no difference from a price signal perspective.  Neither of those higher bills is going to send a price signal.

If you look at your basic price signal economic theory, you not only have to send the price signal, but the price signal has to be capable of being received and acted upon in order to be effective.

And when you have an unaffordable bill, you don't have a price signal that is capable of being received and acted upon.

The closer the bill can come to being affordable with which to begin, the more efficacious or effective the price signal will be.

If a customer has an ability to pay $60, it makes a difference to them whether they receive a bill for $62 or $58.  The price signal becomes important to them at that point.  So it is critical, from a -- if we are concerned about sending an appropriate price signals, to make the bills as close to being affordable as possible.

In addition to that theoretical -- I mean, it is empirically based, but it is consistent with price signal
-- price theory as well.

We've also addressed the issue of price signals by proposing a fixed credit program.  So the credit that LIEN has proposed is based on a percentage of income.


The credit remains fixed, however, so if the customer increases their bill, the credit remains fixed, and the customer therefore pays the amount of the increase.  On the other hand, if the customer reduces their bill, then they get to pocket that difference.  They get to benefit from their own conservation.


So by moving from a program such as some of the older programs, the Ohio program, the Maine program, the New Jersey program, which are just straight percentage-of-income programs, your bill is set as a percentage of income, and if your bill goes up, your bill still stays the same, we've moved to a fixed-credit program, where it is the credit that stays the same.  If your bill goes up, you pay for it.  If your bill goes down, you benefit from it.


There is a political concern, and I'm going to say it quite flat-out that it is a political concern, that if you have a percentage-of-income-based program, then people don't bear payment responsibility.


And what I can tell you is -- and I've attached a list of the 60-some evaluations that have occurred of low-income rate affordability programs over the last 25 years -- that not a single evaluation of a low-income assistance program over the last 25 years has found that the low-income assistance program has resulted in a systematic increase in energy usage.


While it is a political concern, it may be a theoretical concern, it is not an empirically-based concern.  It is not a concern based in reality.


Again, setting aside the theory of the matter, though, we have specifically addressed that by making it a fixed-credit program rather than a straight percentage-of-income program.


The final question was, should the OESP be funded through a uniform provincial charge or through distribution charges specific to the service territory.  LIEN believes and I believe that the OESP should be funded through a provincial charge, that the charges should reflect the need of the province, that there are some companies that would bear a disproportionate cost either because they're small or because they have a very low-income service territory, and that would be inequitable, so we have proposed a province-wide charge.


Finally -- I lied when I said "finally" before.  Finally, we've looked at what the cost of the program is from a cost recovery perspective.  The cost of the program that LIEN has placed on the table, using the most recent annual report of -- published by the OEB, using the data out of that report, indicates that the cost of the program to -- the average annual cost to a typical residential customer would be just over $3 a year.  The average monthly charge would be about 26 cents.  That's if the program costs are collected on a volumetric basis, simply dividing the total program cost by the number of kWh in the province.


There are two different ways to collect the costs of a program such as this.  One can be on a volumetric basis, a per kWh charge.  The other would be on a meters charge.


The impact of a volumetric charge, of course, is that both between classes and within a class, the higher the use you have, then the more you are going to pay towards the low-income program.


And the way to address that is to not do it on a volumetric basis, but to do it on a per meters basis.  And if one were to do it on a per meters basis, the numbers would be basically the same, not identical, but basically the same.  The residential meters charge of 25 cents a month, small general service, $1 a month, large general service, $35 a month, would cover the costs of the program.


The costs do increase, as energy costs, as electricity costs increase over the year, but the amount of the increase, given the factors in play, really, is relatively small.  We can project it for whatever year people want to look at, but we looked at the year 6, and the year 6 costs you can see down there at the bottom, the average annual costs increased to 462 a year, so the average monthly charge would still be well below 50 cents a month.  Even in year 6, the average monthly charge to a typical residential customer would be only 39 cents a month.


So the answers to the questions are -- question number 1 presents a false choice.  The way to distribute money is to meet the affordability needs and to achieve the objectives.  The objectives are both utility-based and socially-based.


If the cost is too much, there are ways to scale the program in ways that I've described.  The answer to question number 2 is that LIEN proposes that Ontario adopt a percentage of income fixed-credit program, and we've described that in a variety of filings with the Board and elsewhere.


And question number 3 is that the costs of the program should be passed through to all customers.  It can be done either on a volumetric charge or on a meters charge basis, and I think that there is not a big difference in Ontario between those two, and it should be done on a province-wide basis.


So with that, I will be quiet.  Thank you.


MR. HEWSON:  Thank you, Roger.  That was very helpful, and I think a great way to get things kicked off.


So first I would -- I thought we would use the time between now and the break to get any kind of general questions for Roger, clarifying type questions from Roger.  We'll get into the broader issues, I think, after the break, but if there are questions about his presentation that you would like to ask, we can start out in the room, and then we'll go to the phones.

Q&A Session: Purpose of OESP

MR. LENARTOWICZ:  It's Jack Lenartowicz for Toronto Hydro.


I just had a question about your administration cost assumptions.  Now, you mentioned you use 12 percent in the models that you presented.  As you might be aware, the LEAP program that's currently ongoing -- and it is a much simpler version of what has been presented -- uses 15 percent, and that excludes any utility costs on the utility side, so I was wondering why the, I guess what appears to be a low administration cost projection for a seemingly more complicated program, at least in comparison to LEAP.


MR. COLTON:  The 12 percent, in my opinion, is a blending of the utility costs and the -- and the community-based organization costs.  What I believe is that when the utilities start this program that their administrative costs will be relatively low because the utilities -- we are not going to put the utilities in the business of doing intake.  We're not going to put the utilities into the business of doing income verification, and so their costs will be less than 12 percent, and therefore, when you have a blending of the utility and CBO cost, that 12 percent would be appropriate.


However, if -- as with many things, you know, if people think that should be 15 percent, that is a matter of changing one cell in an Excel spreadsheet and it will recalculate, but I think that changing the administrative costs from 12 to 15 percent, should one -- should the OEB or should the group decide that needs to be done, will make a relatively small difference in the total cost of the program.


MR. LENARTOWICZ:  I'm reassured that you don't want the utility involvement in qualification.  That is certainly something that we would support.  I guess for clarity, though, the point I was trying to make is the 15 percent now is going strictly to the agencies.  And even on the agencies side, through the financial assistance working groups, we're hearing that

that's on the low side, and they would like to see an increase of that.  So if you increase that and add utility costs, you might be getting a number somewhat higher than the percent you presented, but --


MR. COLTON:  And I hear you, and I've heard that from other folks as well.  I hear you.


MR. LENARTOWICZ:  Thank you.


MS. DADE:  Christine Dade, Horizon Utilities.  Thank you very much, Roger, for that.


One quick question:  What would be a low income measure?  I mean, I think it is different from the LICO that we look at now.  And I'm also in agreement that so long as the utility doesn't have to do that measurement, because there are privacy issues; it’s a whole sensitivity with people if they are in a low income grouping and how we were recognize them within our systems.


But the low income measures, would that bring it -- would you say that that would apply to a larger -- a larger group of low income people to be -- to have access to these funds?


MR. COLTON:  There are two answers to that.  Low income measures of course is a term of art in determining poverty in Canada, just like the federal poverty level in the States.  And the low income measure is, as I remember it, is somewhat, but not significantly higher than LICO.  You know, there are any number of measures.  There’s before tax LICO, after tax LICO, before tax LIM.  So moving to LIM would be a somewhat higher income.


One thing that I think -- or I would like you to understand is that increasing income eligibility for a program such as this won't necessarily increase the size of the program, or the cost of the program.  And if you think it through -- if you think through the arithmetic, we are placing the affordable bill at 6 percent of income.


So the higher the income goes, the more likely it will be that 6 percent of that income will be -- will create an affordable bill that is greater than the actual bill that is received without any subsidiary.


So simply by moving -- simply by increasing income eligibility, you are not going to increase the number of participants -- not necessarily going to increase the number of participants, or the cost of the program, because the break point really is about -- and it is coincidental, but it’s really about 100 percent of LICO, that when you start getting above LICO, then multiplying your income times 6 percent is going to be exceeding the actual bills that people are receiving.


And do people follow the arithmetic?  I've been through this so many times that it's self-evident to me.  But if you have an actual bill of -- I mean, I’m trying to do this off the top of my head.  If you have an actual bill of $2,000, the higher -- you only receive benefits through this program if the affordable bill is less than $2,000, right?  Because then the benefit is the difference between the affordable bill and the actual bill.


The higher your income goes, the more likely it's going to be that 6 percent times your income is going to result -- is going to generate a result greater than $2,000.  So you would be income eligible for the program, but you would receive no benefits from the program -- well, you would receive no benefits from the program.


MS. DADE:  Can the reverse happen?  Like, for example, can the 6 percent of somebody's income take them out of the LICO type of computation, and make somebody who is receiving a benefit now -- make them not eligible for that benefit?


I mean -- like you say, there is coincidence, but -- I know it's theoretical or whatever.  I'm just trying to figure out -- like, you know, we do use the LICO now.  Is that reasonable?  As you say, if you go to the LIMs, does it -- you know, there is the intuitive, or the counter-intuitive issue -- not counter-intuitive, but if you go 6 percent of your income, then you are probably not going to -- like there will be an affordable bill, so you are not going to get a benefit.  But can it be the reverse also?


MR. COLTON:  Yes.  That's a policy decision with the current LEAP program, you mean the crisis assistance?  It's a policy decision on whether you want to make that percentage of income-based.


But it's clearly the case that -- that somebody -- for example, if you have -- if you want to give just a 30 percent discount or a 20 per -- it doesn't make any difference what the percentage is, a 10 percent discount or a 30 percent discount to everybody at LICO or below, there will be some people who would receive discounts who, if you had a percentage-of-income program, would not receive a benefit because they are receiving an affordable bill without any outside assistance.


And you know, that's a good thing.  We want to spend the money where it's needed.  We are not giving money, we are not distributing money simply because people are poor.  We're distributing money because the bills are unaffordable, and because the bills are unaffordable, there are certain consequences from that.  And if you get an affordable bill, you should be expected to pay that bill without outside assistance.


That's why we believe a percentage-of-income program is not only less expensive, but is better targeted and more efficient and effective.


MR. HEWSON:  I think -- Gia?


MS. DeJULIO:  Thank you.  My name Gia DeJulio, from Enersource Hydro, Mississauga.


Roger, you mentioned earlier that you didn't think LDC should be doing the functions of intake and income  verification.


Do you have a recommendation on where that function should be?


MR. COLTON:  What I think is that there are people better qualified than I to decide where that function should be.


I can tell you in the states where we've placed that -- in the states where I've worked, we placed that function with government agencies.  We've placed that function with community-based organizations.  Those are the two primary places.  We have what are called community action agencies, which are community-based service providers that are third party contractors to do that.


And it's -- it's partially -- one reason we do that is because the utilities don't have the expertise to do income verification.  And I don't mean that to be pejorative; it’s just a statement of fact.  That's not your business, and we don't need to make it your business.


But the other thing is just -- think about it from a program administration perspective.  Somebody owes the utility $600 or $800, or $1,000, and the utility says "Well we'll give you a benefit, but you have to tell us your income."  And the customer is going to say no thanks.


So if we place that income verification and intake process within the community, then it is not only tying it to the existing expertise, but it is helping the program work in a better fashion, as well.


MS. LOPINSKI:  Hi, Roger, it is Jennifer Lopinski for Low Income Energy Network and A Place Called Home.


In my past experience, I can never imagine that there would never be a need for some emergency energy assistance, like financial grants of some type.  But I'm just wondering, in your opinion, do you think that a program like yours could potentially reduce the a demand on our current low income energy assistance program?


MR. COLTON:  There are two answers to that.  It is sort of like utility credit and collection efforts.


If -- the first answer is absolutely, for the program that is -- for the program participants.  In Pennsylvania, what we found is that roughly 40 percent of low income households don't pay their bills on time.


And through the programs, through what's call the CAP, the Customer Affordability Program, a percentage-of-income-based program, we have reduced that to about 10 percent.  So for the 30 percent of the people, the difference, there has been a reduction in the need for crisis assistance, for the need for credit and collection activities.  There is an improvement in payment outcomes.


Now, if there was sufficient money to -- so that we knew that the existing crisis program was meeting the full need today, then there would be a reduced need for crisis assistance.

What I hear, however, is that the need for crisis assistance far exceeds the resources available, and so if we don't serve this 30 percent of people with crisis assistance, what that means is that we're going to be serving a different 30 percent.

So if you look at it from that perspective, no, it won't reduce the need for crisis assistance; it will simply help the existing resources more fully meet a need that isn't being met today.

MS. LOPINSKI:  Thank you.

MR. HEWSON:  I'm going to go to Roger, and then I think we'll see if there are any calls on the line.

DR. HIGGIN:  Hello, it's Roger Higgin, representing Energy Probe today.

Roger, I'd just like to explore with you why 6 percent is a good number first, and then secondly, link that to our established criteria, which are LICO or LIM, and thirdly, I'd like to discuss the impact of the removal this fall of the OCEB.  That's the 10 percent OCEB -- OCE.  Okay.

So could we go with those three things?  First of all, explain to me the 6 percent within Ontario's pricing structure for electricity, as well as cost of living and so on, other factors, why 6 percent versus 5 percent versus 7 percent?

MR. COLTON:  The 6 percent is empirically based.  The 6 percent starts with the universal proposition that -- whether it's in the United States or Canada -- that somebody who spends more than 30 percent of their income on their total shelter costs are -- or is financially overextended.

So you start with a 30 percent affordability for total shelter costs.  Then you look at, out of that 30 percent, it is generally accepted that if you spend more than 20 percent of your shelter costs on your home energy costs, then you're spending -- then you are overextended, and you can -- intuitively, that makes sense.  If you are spending 10, 12, 15 percent of your income on home energy, then your ability to keep your total shelter costs -- and total shelter costs are rent or mortgage, plus all utilities except telephone, plus property taxes -- then it's unlikely, if not impossible, to meet the 30 percent affordability guideline.  So the 6 percent is the 30 percent times 20, and that generates 6.

Now, remember --


DR. HIGGIN:  Can I just interrupt you there?  You are talking about here electricity costs, which is not, for many people, it's a big bill, but gas cost, natural gas for home heating is used a lot in a climate like we have in Ontario.

So can you relate it to that concept as well, please?

MR. COLTON:  Absolutely.  The 6 percent is split into two components, into a heating component and into a non-heating component, and in developing the cost of the program, the people who use a fuel other than electricity for heating don't spend -- aren't charged 6 percent of income.  The 6 percent is for the all-electric homes.  A customer using something other than electricity for heating is charged less than 6 percent for the very reason that you're talking about.

I want to emphasize, though -- I know I've said I want to emphasize a bunch of things, but the 6 percent -- "a bunch of things", that's a term of art -- the 6 percent is -- affordability is a range and not a target.  It would be wrong for you to go away thinking that 6 percent is affordable, 6.2 percent is unaffordable, that there is always a balancing between the impact on ratepayers, the impact on non-participants, and the impact on participants, and if 6 percent yields a cost that is more than we choose to pay, we can move that 6 percent to 7 percent or 8 percent.

You get to the point, and the point has been -- I keep using this term -- has been empirically demonstrated that when you get up to 8 and 9 percent, then you start running into payment troubles.  You start running into situations where people will make trade-offs between paying other bills and paying their electric bills, but affordability is a range and not a point.

I just don't want you to think that it's that precise.

DR. HIGGIN:  Right.  So the question I think is putting on the table is, should you be considering the whole home energy bill, which includes natural gas, or should you be just focusing on electricity as a 6 percent, or have you done that analysis?  Because even though the Minister has given direction which is only on electricity, the fact is that under our other programs, like LEAP, natural-gas customers are eligible for that assistance and those programs as well.

So there are impacts, and that's why I'm suggesting to you a broader analysis that includes the home energy costs, includes natural gas, should be perhaps done before we make a commitment to a number like 6 percent or any other number.

MR. COLTON:  And I absolutely disagree with that.

DR. HIGGIN:  Okay.

MR. COLTON:  With all due respect.  I think that we need to undertake the analysis the Minister has asked us to undertake.  We don't need to solve all the problems of the world in order to solve some problems, and whether -- and I believe that in the perfect world we would address natural gas as well.

The fact of the matter remains that the unaffordability of electric bills is not only causing existing social problems, but it is causing bill payment problems to electric companies, and we do not need to address the affordability of natural-gas bills in order to help electric companies deal with the unaffordability of electric customers and the payment troubles that result from that and the costs that they incur as electric companies.  We simply don't need to address natural gas in order to address that electric issue.

DR. HIGGIN:  All right; that's your answer.  So not to debate that issue, the question I had was, OCEB, or the Ontario clean energy benefit, which is going to be removed from all ratepayers' bills, including low-income, including the standard customers, as we might call them, the other customers, what's the impact of that, and have you considered that in your analysis?  The removal of that 10 percent benefit from those customers will have an impact on the whole framework.

MR. COLTON:  I have not specifically considered that.  It's really -- trying to look at specific cost components that go into the bill takes you into morass that you simply don't want to go into.  Up until recently, there were projections that electric costs were going to go up 6 percent, if I remember, or 6 percent and change, and now the projections are that electric bills are going up -- are increasing on an annual basis 2 percent.

But to look at the clean energy benefits in isolation from what other cost components that simply go into a utilities revenue requirement I think is not a helpful thing.

We don't know what the future cost components of a utility's revenue requirement would be.  And so to isolate specific -- specific elements to the exclusion of everything else, I wouldn't try to do.

DR. HIGGIN:  Thank you.

MS. TODOROW:  Could I just -- Mary Todorow, Low Income Energy Network.  Could I just -- I just want to add something onto this question that Roger has just asked about the Ontario Clean Energy Benefit, because that was put on five years ago, or it will be five years, when it ends on December 31, 2015.


It is taxpayer-funded and, at that point, it was to address what was going to be quite a large increase that was projected in electricity prices under the former Long Term Energy Plan in Ontario.  And the government -- frankly, I think it was a political decision, because there was going to be outcry about how high the bills were going to go.  But that is over a billion dollars of taxpayer money every year, totally untargeted.


So what Roger was talking about, paying that money to people who didn't need it, to me was a public policy nightmare.  You know, like that's a billion dollars.  We're talking about a program that is a total fraction of that cost.

So I just wanted to clarify about the Ontario Clean Energy Benefit.  It has nothing to do with ratepayer-funded; it is taxpayer-funded.


MR. HEWSON:  Okay.  Michael, can I just ask Annie if she can check the phone lines and see if there are any Questions?  Annie are you there?


MODERATOR:  Thank you.  Please press star 1 at this time if you have a question.  There will be a brief pause while all participants register.  Thank you for your patience.

Once again, please press star 1 on your telephone key pad for any questions or comments.  The first question is from Meghan Fee.  Please go ahead.


MS. FEE:  Yes, good morning, this is Hydro Ottawa.  I am just coming back to the fixed credit program.

The question that we have is:  What are the outcomes that you have seen, Roger, for those consumers who did consume more than their credit and/or income means allowed?  You indicated that they have to make up that difference.  So could you confirm, roughly, you know, what the potential outcomes were, or the remedies that were possibly available to those customers, should they not have been able to pay their full bill or the difference?


MR. COLTON:  Yes, my understanding of the question is:  As I indicated that under the fixed credit program, if somebody increases their consumption, then they are responsible for paying that increased consumption.

And I did an evaluation of a fixed credit program in Colorado, and the company that was implementing the program was Public Service Company of Colorado, which is was an XL affiliate, and I found -- and I might not be exactly on, but there were about 10 percent of customers who increased their consumption above what their consumption was projected to have been, given their historic usage, and some of those customers still paid their bills.

Overall, we didn't -- it wasn't enough to pull those customers out into a specific cohort to examine.  But in every metric we used, whether it was the number of disconnect notices received per $1,000 in bills, the number of credit and collection activities, the payment coverage ratio, which is the payments as a percentage of the bills, the program participants outperformed the program non-participants and virtually, but not quite, performed as well as non-low income customers did.


MS. FEE:  Thank you, Roger.  We do have one other question, just more of a general question.

In terms of CDM programs, which certainly are an area that has gotten a lot of attention and continues, have you seen any examples where the distributors were actually in the business of loaning the consumers funds to help, you know, make required efficiencies in their accommodation?


MR. COLTON:  The issue of conservation and demand management programs, really I've set aside for purposes of this.  The answer to your question is:  There are some utilities who have sought to loan money; low income folks tend to not want to borrow money to do energy efficiency improvements, whether it's because they don't want to take on the additional financial obligation, or because they change residences so frequently that the length of their residency might or would exceed their payback period.

Some utilities, of course, have moved to on bill financing, all of those issues -- to address that specific problem.  All of those issues, however, I think have been dealt with in separate proceedings before the Ontario Energy Board.

All I can say is that the -- even though I haven't addressed conservation or energy efficiency, there is hopefully a self-evident tie between conservation programs and the rate affordability program.  Through conservation, we can take some bills that would need a subsidy without conservation and reduce that.  So the customer may be income eligible, but not need assistance.  And even if we don't, every dollar of bill reduction that we can generate through conservation is a dollar of benefit that we don't have to spend through the affordability program.

And so in the other -- with the other utilities I've worked with, there is a direct and an aggressive tie to target conservation toward program participants who have high credit amounts, because every dollar of bill that we can reduce is a dollar that we don't spend through this -- through this being through an affordability program.


MS. FEE:  Thank you, Roger.


MODERATOR:  The next question is from Michelle Dixon Parent.  Please go ahead.  Ms. Dixon, your line is open.


MS. DIXON PARENT:  Hi, can you hear me?  Maybe we'll take another question.  We are having a fire drill here, but I would like to ask one later.


MODERATOR:  There are no further questions at this time.  I'd like to turn the meeting back to Mr. Hewson.


MR. HEWSON:  Thank you, Annie.  I believe Michael Janigan had a question.


MR. JANIGAN:  Thank you, Roger.  The first question, just to clarify -- oh, Michael Janigan, I'm with the Vulnerable Energy Consumers Coalition.


You expressed a preference to a meters-based charge rather than a volumetric charge, and I didn't understand the rationale for that.

MR. COLTON:  Using a meters charge, the only benefit that a meters charge provides, other than providing perhaps a certain level of stability in the revenues, but -- and I shouldn't say the only benefit.  The primary benefit is that you eliminate any distinction between high use customers and low use customers.

And to the extent that there is an objection from high use customers, that they shouldn't be responsible for paying more of the low income program than a lower use customers, then you want to adopt a meters charge.  To the extent that that's not an issue, then whether there's a meters charge or a volumetric charge, I think is, you know, often times an administrative or IT question as much as it is a policy question.


MR. JANIGAN:  Thanks, Roger.  The second question I had was with respect to outreach and intake, for it to reach the individuals that require this.

And one of the constituent groups that I represent are seniors organizations, and one of the things that they find -- particularly seniors who have been recently widowed or are widowers, they might have been formerly in middle class circumstances fall into circumstances where they have affordability problems.  They don't necessarily have the same type of networks, in terms of support networks or access to agencies that might assist them.  Yet they may still be in need of that kind of assistance.


How have they -- how have utilities or jurisdictions addressed that kind of problem in the past, to try to make sure that individuals that ordinarily would not come across social agencies or whatever had the benefit of these kind of programs?

MR. COLTON:  There really are two different processes that you just mentioned.  One is intake and one is outreach.  Those are very distinct processes.  Intake, you really need to concentrate in a community-based organization or an associated government entity, somebody that has done intake into the past.

Outreach, however, it is -- it's critical that outreach be done in a way that matches the outreach mechanism to the population that you're seeking to communicate with, and I have developed lists of organizations within states.  The people who work with the disabled population, the organizations and groups that work with seniors, the organizations and groups that work with families with children, even to the point where there's a group, NRRI, the National Regulatory Research Institute, that has -- that did a study a few years back that found that people of different ethnicities turn to different places to receive their information, and if you don't recognize that and pull in the appropriate outreach entities, then you will systematically miss people.

So you need to -- you need to identify the stakeholder group you're seeking to reach and find out where those folks turn for information and make sure you use those communication channels.

MR. JANIGAN:  Are the tax -- are there any jurisdictions that use tax or tax forms or anything of that nature to inform people of their right to obtain these kind of benefits?

MR. COLTON:  We haven't -- we haven't done that.  There is a program called LIHEAP, the Low Income Home Energy Assistance Program, that we use.

One thing that -- to try to extend to beyond your question, there's a concept called "automatic eligibility."  So if you qualify for food stamps, then you qualify for the utility rate affordability program.  If you qualify for Medicare or Medicaid, you qualify for the utility assistance program.

And the thinking there is simply, if you've already gone through the income qualification process once, you shouldn't have to go through the income qualification again.

Sometimes it's called express-lane eligibility, but it is sort of the same concept of going through taxes.  And I don't know what the equivalent -- I will concede, I don't know what the equivalent Canadian programs would be, but...

MR. HEWSON:  I think we'll go to Kevin, and then one more question after that, and then we'll take a break.

MR. MANCHERJEE:  Hi, my name is Kevin Mancherjee.  I'm from Hydro One.

Just a quick question.  It was on one of your slides, I think it was slide 6, and it had to do with the difference between the tiered -- it was the mathematical -- yeah, I think that's the one, the tiered discount versus the fixed credit, and as I understand, you know, capping electricity costs around 6 percent of a customer's average annual income, using LEAP at Hydro One, the average income of a LEAP participant in Hydro One is $25,000.  That would -- at 6 percent that would cap their bill at about $125.

That is a substantially higher benefit than an average bill of, let's say 800 kilowatt-hours, than what is provided under the 10 percent OCAD today.  That would be about $18, in terms of a benefit.  So capping their bill at 125 when their bill should be about 180, it is about over $50 credit.

In here, in your slide, it was tough to discern how much someone is getting, so I take it that they are getting a much higher benefit under the fixed credit and therefore the numbers dropped from 34 to 7; is that correct?

MR. COLTON:  Yes.

MR. MANCHERJEE:  Okay.

MR. COLTON:  But what's happening in this slide is you take the 76 -- or $77 million.

MR. MANCHERJEE:  Right.

MR. COLTON:  And some of that $77 million is being underpaid to some customers, so you have 34 -- unaffordability of 34 and 28 percent.

Some of that $77 million is being overpaid to other customers.  Those customers are receiving more than they need to receive.

So you take the money away -- and you are taking money away from low-income folks -- you take the money away from people who are being overpaid and redistribute it to people who are being underpaid, and you can reduce the number of folks with unaffordable bills and reduce the amount of their unaffordability and reduce the costs of the program all at the same time.

The percentage-of-income payment, though, is calculated on a customer-by-customer basis, not on a population average basis.

MR. MANCHERJEE:  Yeah, I have questions on that, but I think I can save those for the afternoon.

MR. COLTON:  Okay.  Okay.

MR. HEWSON:  Dr. Higgin.

DR. HIGGIN:  I can wait.

MR. HEWSON:  Okay.  Well, all right, then what I'm going to suggest is we take our break now, take about 15 minutes.  And I'm going to ask Roger to probably come down and join us, and we'll get into the broader discussion.  Certainly happy to have people raise some questions right after the break if there are specific clarifying things that you'd like Roger to touch on, but then I'd like to get into trying to walk through the different issues with everybody.

Okay?  So back at quarter after eleven.  Thank you.

--- Recess at 10:58 a.m.


--- Upon resuming at 11:16 a.m.

MR. HEWSON:  I think we're going to try to start again and Annie, if you are there, I'd like to get things going again, please.


MODERATOR:  Mr. Hewson, we do have two questions from the telephone lines.


MR. HEWSON:  All right, Annie.  Then can you bring those on line, and we’ll take those questions, please?


MODERATOR:  Sure.  The first question is from Michelle Dixon Parent.  Please go ahead.


MS. DIXON PARENT:  Hi, can you hear me?


MR. HEWSON:  Yes.


MS. DIXON PARENT:  Okay, thanks.  I guess my first question is for Roger on slide number 4.  Can you just clarify for me?  You have a figure for annual start-up and five-year amortization.  Can you just provide bit more clarity as to what the assumptions are on that number, or what's included?


MR. COLTON:  The 5 percent is really based -- based on my experience.  The start-up costs are -- well, let me take those two things one after another.


The five-year amortization period is simply a common amortization period that we've used in regulatory proceedings.  It is a non-recurring cost, and you want to spread it over -- you don't want to include that in rates in one year.  And so five years is a period that I've used in other proceedings.


The five percent for start-up costs really pays start-up costs -- one component of start-up costs.


Start-up costs are paid in two ways.  First, there is a budget for the program as though the program is fully enrolled from day one.  But we know that the program won't be fully enrolled from day one, and so collecting costs -- collecting the total program budget as though it's fully enrolled will over-collect costs, and the excess collection in year one is used to help pay the start-up costs, and the 5 percent is an experiential-based number to address the difference.


What did I say?  Five percent; the 5 percent is an experiential based number to address the difference. So start-up costs are paid in two ways.  Number one, through that 5 percent and, number two, through the part of the year one budget that is collected, but not paid -- but not used because the program isn’t fully enrolled from day one.


MS. DIXON PARENT:  Just to clarify, at least in the case of LEAP ESA, any unused funds are held and rolled forward for future use.  So I don't think that that -- if that were the model in this case, that we could make that assumption.


But I guess what I was getting at is when you say that's been your experience, what in particular are the costs included?  So I'm assuming that the full cost of start-up, and I'm assuming from the other figures that you would expect that that would be the start-up cost -- what? Across the province?


MR. COLTON:  Yes, it is not the full cost of start-up; it is the full incremental cost that can be directly assignable to the program.

There will be programming costs, but if those programming costs -- they are primarily IT costs, that if those IT costs are already embedded in rates, that if somebody uses internal staff that is already on staff and is already embedded in rates, then we don't pay those costs again.


So it's the incremental start-up costs that are attributable to the program.


MS. DIXON PARENT:  So that would include -- so the assumption is that it covers all the IT system changes for the billing systems to deploy this credit.


MR. COLTON:  Yes.  Again, within the -- with the disclaimer it's the incremental cost.  If costs are already embedded in rates, then those costs don't get factored out and paid again.


MS. DIXON PARENT:  I had one other question, and it was just to understand.  So when you were talking about a 6 percent target, you referenced that within an overall envelope target of, say, 30 percent for shelter cost.

And I wonder if there's been any assessment or experience that would clarify the impact of targeting, I'll say one of the line items of shelter cost, without looking at variances or differences in the other line items of that, say, target or that desired 30 percent.


So for example, housing costs in Ontario certainly would have significant difference, in terms of cost from one community to another.  And I just wonder if you have any experience to look at the outcomes of a program that you are proposing in the broader context of what are all those other line items.


The reason I ask is, certainly anecdotally from our social agencies, we hear that their clients aren't necessarily dealing specifically with their energy bill so much as their overall housing cost, which is the point you’ve made.  And I just wonder if any of those other line items are out of whack to that 30 percent, if it really -- if we really can be confident that the 6 percent targets for this particular line item will be effective.


MR. COLTON:  I certainly have not done any analysis of the overall housing costs.  The -- the answer to your question is, no, I have not done that.  Again, we work within the -- what we're doing.

We're trying to address the unaffordability of the electric bills and the problems to electric consumers and electric companies associated with that.  We are not distributing money to poor people simply because they are poor.  We are distributing assistance on electric bills to try to address the ensuing problems, the ensuing electric-related problems.


MS. DIXON PARENT:  Thank you.  I just wonder, and I think it's reasonable to ask the question if these other factors dwarf this particular item, whether or not, you know, the people who are impacted would actually be able to make that discrete choice to apply it specifically to electricity when they’re -- that's simply what I hear from our social agencies.


MR. COLTON:  Thank you.


SPEAKER ANNIE:  Thank you.  The next question is from Meghan Fee.  Please go ahead.


MS. FEE:  Yes, hi, it’s Hydro Ottawa.  Roger, just a simple question about the programs you’ve studied, and our question is:  How often were consumer incomes reviewed and updated, and how was that achieved typically, assuming that was done?


MR. COLTON:  There are three different answers to that.  The general rule is that consumers have their income re-assessed on an annual basis -- there are three answers to your question.

As a general rule, consumers have their incomes re-assessed on an annual basis.  The second answer is, having said that general rule, we quickly found out that there are some folks where assessing their income on an annual basis was too frequent, because they're like older -- the ageing population simply doesn't have sufficient changes in their income from year to year to make it worth our while to assess them on an annual basis.


So for certain populations, we reassess their income on a biannual basis, an every two-year basis.


On the other hand, there are some folks whose -- and it's people with very, very low incomes, or people who claim zero-dollar incomes, that we’ve found -- we believe that people can't live on a zero-dollar income for any length of period, so if somebody comes in and claims a zero-dollar income, then those people have to have their income reassessed on a quarterly basis, simply because a zero-dollar income isn't sustainable over a lengthy period of time.


MS. FEE:  Roger, how were those -- who actually undertook the assessment, the process behind that?  Could you provide us some context there?


MR. COLTON:  There are a variety of ways to do that.  It's done through the -- whoever is doing the intake.  In most utility jurisdictions in the States, that's been done through a network of agencies called community action agencies, which are community-based organizations.


There are some utilities that say that we will accept the income as determined for federal benefits as being the income that -- that we will use, again with the belief that if a customer has -- or a household has gone through the effort to establish their income for a public assistance program, it serves no useful function to make them do that again.  That's just a waste of administrative dollars.


So it is -- it is -- it's really flexible.  It's whoever can do it in the most efficient and effective way possible.


MS. FEE:  Thank you, Roger.


MODERATOR:  Thank you.  There are no further questions at this time.  I'd like to turn the meeting back over to Mr. Hewson.


MR. HEWSON:  Okay.  Andrew, I believe you had a question.


MR. SASSO:  Thank you.  Andrew Sasso from EnWin Utilities.  We serve the city of Windsor, which has one of the highest poverty rates in Canada, between 18 and 20 percent.  We have an unemployment rate of about 9 percent.  It has been the highest unemployment rate or one of the highest unemployment rates in Canada since about 2007, largely as a result of the difficulties in the automotive sector.


So we're very pleased to see that this is going on, and we've talked to a number of our partners and the social agency community, the downtown mission, unemployed health and so on, and the main concern is related to cost, so I just want to go back to the slide that we've actually got on our screens here which, for those webcasting, should be on their screens too, but it is page 4.


And to go back to that start-up cost, we've done a number of CIS, customer information billing system, initiatives over the years.  It tends to be an enormous cost in this industry, whether you are on an SAP system, Oracle, Harris, Northstar, or otherwise, and the feedback is often, you know, the more that we do these different things, particularly the more complicated versions like this model, as opposed to a strict 10 percent, that the implementation cost becomes higher.


So I guess the first question is whether, in your experience, in your research, how that has impacted that start-up cost, having this more complex input, where essentially every low-income customer will be paying a different rate.  How does that impact the initial start-up?


MR. COLTON:  It's one of the reasons that we have moved to a fixed-credit program, because under a fixed-credit program you avoid the percentage-of-income program where everybody pays a different rate.  Under a fixed-credit program, you establish the credit and apply the credit to the bill, which is a much simpler process than if somebody came in, and it was the payment that was fixed, was tied to the percentage-of-income, rather than the credit.


When you have a fixed-credit program, on an annual basis you calculate the -- what the credit would be, and then you spread that credit over 12 months.  And we can get into a much more complicated question about how to do that, but you establish the credit, spread it over 12 months, and it's a simpler process than I think you might be thinking.


MR. SASSO:  And I guess that ties into the next question, which is, I was assuming that it was going to be the same credit every month.  In Ontario -- well, I was going to say we're summer-peaking, but this year we proved ourselves wrong, but there tend to be fairly high peaks in the winter months and fairly high peaks in the summer months, and so do we end up in a situation where there are aggravated problems in the winter, in the summer, and, you know, too much money available in the shoulder seasons, and how does that -- if there are not kind of credits to the accounts -- or maybe that's what you are proposing, I don't know, but how do you deal with an even benefit spread over a fluctuating consumption pattern?


MR. COLTON:  There are a couple of ways to address that.  One is, you can provide an even benefit but have the -- an even credit on a monthly basis, but have the credit roll forward so when you don't use the credit in one month it's there on the bill, or you can say that you would prefer not to distribute it on an even basis, that you would distribute it over the course of a year on somewhat weather basis.


PECO, for example, has been talking about distributing its credits based in proportion to each month to the number of heating degree days, to the number of annual heating degree days experienced in the month, but that really is -- once you establish the program, saying the annual credit's a fixed-credit program, then whether you want to distribute it equally and roll the credits forward or distribute it based on whether -- that's really a local, or a jurisdiction-specific, decision based upon what your IT system is.


The OEB -- or let me not speak for the OEB.  From a program perspective --


[Laughter]

From a program perspective, as long as the annual credits are distributed, it -- the program should be indifferent as to -- as to how you do that, with the exception that one thing we're working on is that there be a minimum payment.  We don't -- each month, that we don't want the situation to be where somebody gets a $12 bill and has a $30 fixed credit, and so they can go two or three or four months without making a bill payment.  There has to be a minimum has-to-pay amount on a monthly basis, and hopefully the reason for that is self-evident, where you don't want people going two or three or four months without paying a bill and getting into the habit of not paying a bill.


MR. SASSO:  Just to wrap up, Mr. Hewson, so all of those -- a short bit of commentary, and then my next question is just, all of those things, I'm just hearing our IT people wince with every nuance, because those are the kind of complexities that drive up those start-up costs.  They are all very good things from a program perspective, and I think we all see them as very rational.  The fear is how it impacts the cost.


And so I guess my -- I'm looking at this $350,000 figure, and I'm thinking that's per utility.  Has your analysis considered variations in those costs, as well as in those savings, based on utility size?  We've got a great deal of diversity among the 70 or 73 utilities in Ontario.  We don't all benefit from the same kind of economies of scale, depending on our relative sizes, so how does that cost -- is there sort of a threshold cost amount that every utility can expect, and then how much does it sort of vary with size after that?


MR. COLTON:  We really haven't done that detailed of an analysis, because we need to agree upon the program design before we start getting into that.  I would just emphasize to you, however, that my experience has been that there is a lot of deference given to IT people.  It's one reason why one utility might say we will distribute benefits on an equal basis every month, another utility will say we will determine ahead of time that we're going to distinguish monthly credits, based upon heating degree days, and another utility might do it a different way, and it's because IT systems are different.

The program design would be a fixed credit program.  The way you deliver that fixed credit, hopefully -- obviously needs to take into account what your IT system is capable of doing.  We simply can't ask you to do something that you are not capable of doing.

MR. HEWSON:  I believe Mr. Sasso made a comment about who he was speaking for at that point.

[Laughter]

What I would like to do at this point, because I think we're now almost starting to creep into some of the other questions in talking to Roger about how different proposals might affect what the utilities have to do, and some of the assumptions that he's made in terms of his proposal.

And before we move on to sort of how do we deliver a benefit, and what that program should really look like, and I recognize that Roger raised some -- a question or maybe was testing the proposition that we put out in our letter around the question of what are we trying to design here?

But I wanted to throw it open to the floor and get some comments from people, if they have them, about the questions of what should the focus of the OESP be.  And what we're trying to find out here is really are we looking for, and should we be advising the government to look at a program that is serving a very broad population.  Or should it be much more targeted?  What type of issue are we looking at?

And I think Roger's presentation -- one of the things I got from it was his statement of the objective of the OESP may be a little bit different than at least what I personally read out of the Minister’s letter.  So it would be interesting to hear comments as well about of the objective.

I think project put it -- and he can correct me if I'm wrong -- was more the OESP is about making sure there isn't an a non-payment problem in the province with low income consumers.  Maybe that's a little bit of a -- too much of a compressed view, but I wanted to see if people had comments on that.

MR. HUIBERS:  Larry Huibers, Housing Help Association of Ontario.  We prefer the option B of a target support for low income.

The challenge that we see with the 30 percent threshold, we have a significant number of clients that we support who are at 50 percent.  So those ratios start to get out of whack.

The income support levels of Ontario Works as opposed to ODSP are quite different and their overall affordability, because their rental cost or their shelter costs stay fairly static regardless of their income source.  So from that perspective, we recognize that some folks that are in the deepest poverty require greater support to meet their basic needs.



DR. HIGGIN:  Sorry, Roger Higgin, Energy Probe.  I think the key criterion is affordability.  That is sort of -- I can imply (sic) that from the Minister's letter, particularly page 1.

So how do you characterize affordability in this case of electricity in Ontario, and how do you deal with that issue as per Roger's proposal?  So I think the key is affordability; therefore you have to bring in the whole basket of expense and income into one thing, and look at electricity and its affordability or non-affordability in that context.

So that's my suggestion as to how to approach it, and I think Roger's construct tries to do that.

MS. GREEY:  Ruth Greey, Consumers Council of Canada.  Our position would be that it should be a targeted support.  If you try to be all things to all people, that can be very expensive.


And also we have learned from LEAP, et cetera, some of the pros and cons.  So one aspect could be to start off targeted, with the idea of having a pilot, et cetera, and then be able to expand it.  But I think with the targeted support, the most important element is having a clear definition of low income customers with the greatest need.

And, we think, if that was looked at and established first, then that would give the criteria to start with a program that would be more targeted.

MR. HEWSON:  And Ruth, do you have any suggestions around what that low income measure should look like, or --


MS. GREEY:  Yes.  Well, I think part of the clear definition -- I think people using electric heat should be considered, and I think that came out.  Ontario is unique, because we have always said we have a very large geographic area.  We do have a situation of the gas use versus electricity, so I think we do have to look at the whole energy use and also -- I think also areas that have geographically lower incomes than other areas.

So our proposal is that we continue to use the financial assistance working group, that have had now several years of experience, and have them take away to look at all of the different elements that could be part of a definition of the peoples with the greatest need, and start with that.

MR. LEE:  Lisa Lee, Hydro One Networks.  I have a bit of difficulty really thinking about this question without knowing how much money there is to spend.  And I don't know if the question's been asked:  How much can the ratepayer afford to pay?  What will they bear in relation to this program?

MR. HEWSON:  Well, Lisa, I think that's a good question.  I think it is -- it is certainly something that the Board is going to be contemplating, in terms of coming up with a program, where it's -- as you said, it's part of the mix.  You look at how broad you want the program, what type of benefit you want, and what can you afford?  And all of that has to be balanced out.

So it is certainly something we're considering.  I don't think we've -- we haven't come to a conclusion, and certainly weren't given guidance from the Minister on a target for the amount that the program should cost.  I think he's looking for us to come back with something that will advise him on what a good program looks like, what the different options are, and then we will ensure that the costs of those different options are identified.

Sorry, Roger.  I may have not characterized what you were setting out as the objective for the program well.  So you may want to speak to that, or you may want to address some of the comments.

MR. COLTON:  No, I think that a one sentence summary of the program, as you laid it out, is appropriate.

I think that my point -- and I think LIEN's belief is that if low income people were paying their bills and there were no arrearages and there were no disconnects, we would not be here today.

And it is necessary to recognize the utility business issues that are being addressed, and to recognize that this isn't simply a social service subsidy, but it is a program that is designed to help the utility-business problems as well.

MR. SASSO:  Andrew Sasso, from EnWin Utilities.  Whatever the definition is going to be for low income, it really needs to be standard across all of the programs.  At EnWin, we have about 85,000 customers.  Of those, about 1500 have been classified as low income for the purposes -- through applying for LEAP, and then for the purposes of the arrears management program, and so forth.

It adds a great deal of complexity for the utility and, I think at least as importantly, a great deal of confusion for social-service partners and for customers for there to be multiple definitions.


So I think if -- you know, I don't think that just because we've done something one way we should always do it that way, but if there is a determination, you know, as Ruth suggested, through some other forum or through this process or through the Minister's decision-making that we change the definition for the purposes of OESP, we ought to change the definition for LEAP and all the rest of it as well so we are consistent.


MR. HEWSON:  Christine?


MS. DADE:  Christine Dade, Horizon Utilities.


We believe that a lot of this -- and this question that has come up, you know, holistically everybody wants to have the people who need the greatest amount of help regardless of low income and/or people in greatest need to be helped.  We know there is a limited amount of money, but we also know too that social agencies -- and we have a lot of them in the province of Ontario -- LDCs don't want to be social agencies.  We don't want to do that.  That's not our job.  We're not going to be very good at it.  We think that the people who run the social agencies are the ones that have the knowledge about this.


And I think that sometimes things change over time.  Sometimes we might see more years where there is a greater need for some people, there is more crisis that happened, so we really want to have this type of discussion or this decision to be informed by the people who -- who run the programs, who know what's happening with this customer class, regardless of how we feel about it.


You know, we see it as a utility, and we see people who don't pay their bills.  We see this, we see that.  We don't know if they have low income.  We don't know if there is crisis.  We don't know what's happening.  It is very difficult for us.


This is a social question.  This is something that, you know, this province provides with social agencies that provide this type of work.  We are going to be funding that regardless, but we do need that expert opinion, because we might say something that, you know, you know, like, my, you know, my attitude might be, give it to everybody in the low -- give it to as many people as possible.  That might be good for this year.  Next year might be something different.


But that is a very uninformed opinion on my part, but I just think that we should really take a look at the social agencies, what they have experienced over the past few years, and give them a better weighting and a higher weighting to this type of discussion.  That's our thoughts.

MR. HEWSON:  Can you identify --


MS. GREEY:  It's Ruth Greey of the Consumers Council of Canada.  And just going on what Lisa from Hydro One was saying, actually, I wanted to put it on the record that the Consumers Council of Canada actually feels that it should be a general revenue.  I know the government has asked that it should be a ratepayer program, but we do not think that that would be fair for the province, and that it should actually be a general revenue.  It is a type of social assistance.


From the discussions that we have had, it looks like it might be better to be having it a government agency or a government group who is doing a lot of -- if we want consistent across the provinces, as Andrew is suggesting, that it should be a government-affiliated group that may even does eligibility, that determines this definition of "targeted", as I say, using the financial assistance working group as well, but that it is a type of social assistance, and it should be placed with that, not with the ratepayer.  I just wanted to ensure that was on our record.


MR. MANCHERJEE:  Hi, Kevin Mancherjee at Hydro One.


So one point that we wanted to put out there for consideration is that option B targets the support level and option A sort of provides it to sort of the greatest number, but it's the more equitable one.


The Minister's letter, in my reading, is quite clear.  The genesis of this is the Ontario Clean Energy Benefit Act, and as we heard earlier, it stems from the first Long Term Energy Plan and the increased costs that consumers will bear in going to the investments required in the Long Term Energy Plan.


Those investments are not charged to people on what they can afford.  They are charged equitably per kilowatt, and then if support is going to come from the ratepayer base, then it would be a little bit -- there is a little bit of inequity that you are funding those people with the greatest need as opposed to everybody who is paying for those costs.


We don't necessarily have a position on that, but we pointed out it is something -- an inequity that needs to be resolved or at least addressed in terms of why you would be targeting those with greatest need versus everybody who is paying for those costs.


One of the issues you are going to find, I think, is people on the margin who have moved from getting something today and not getting something tomorrow and how they're going to feel and what voice they're going to have.


MR. HEWSON:  Kevin, if I could just follow up, so what you were really touching on was the marginal customers, the one -- the customers who the 10 percent may put them one way -- because I don't think we can -- well, I'm not sure I understand how we'd have a ratepayer-funded program that would provide a discount to everybody, and I'm pretty sure that the Minister's letter is focused on low income.


MR. MANCHERJEE:  No, I know, it's focused on low income, but --


MR. MANCHERJEE:  Sorry.  I'm not talk -- I understand that we're providing this to all low-income customers.  There is a notion in A and B that would suggest that certain low-income customers with the greatest need would get funding, whereas other low-income customers may not necessarily get funding, and that's something I think needs to be addressed.


It was also raised in Roger's presentation.  He said that someone may qualify but actually not get any funding, and I don't know that that's exactly what the intent of the Minister's letter.


MR. HEWSON:  Thank you.  Jack.


MR. LENARTOWICZ:  Jack Lenartowicz, Toronto Hydro.


Just to add to the comments going around, and I think from one of the earlier comments, the level of funding available for this program is an important consideration, because if you look at option A, if the level of funding is generally low and the grants per customer are low, you're increasing the volumes of customers that need to be qualified to get what are relatively smaller grants, and I think to Roger's point earlier in his presentation, the efficiency of the program goes downwards.


So a part of that -- I think that all those elements have to be kind of synched up together for this to make sense, where if you have a limited pool of funding, you target it so that it provides meaningful assistance to a smaller group of customers, rather than spreading it out wider but with lower grants per customer.


MR. HUIBERS:  If we accept the premise that there is a -- sorry, Larry Huibers, Housing Help Association of Ontario.


If we accept the premise that there is a fixed amount of money, it is really becoming, how are we going to target that money.  It's a targeted program regardless of how you define it.  It is just if there is a fixed amount, what's the breadth of what you are doing?  So it is by definition a targeted program, because there is only X number of people that will ever be eligible for it.


MR. HEWSON:  Jennifer?


MS. LOPINSKI:  Hi, Jennifer Lopinski, Low Income Energy Network, A Place Called Home.


I just wanted to respond, and I may be incorrect, and maybe misunderstood, but what I'm hearing --


What I'm understanding is, is that, yes, this program is intended to assist low-income consumers better afford their bills, but I'm also hearing on the flip side that utility companies are definitely going to benefit from this program as well.


With respect to net back, maybe I'm misunderstanding, and maybe Roger can explain, but I thought this was more like a win-win for everybody, not just for the low-income consumer.  Thanks.


MR. SASSO:  Andrew Sasso from EnWin Utilities.


Because we are generally supportive of the idea of helping those in need, though we too would prefer it be done through the tax system, I don't want to be too argumentative about this particular point, but I have yet to talk to a utility -- to a fellow utility, certainly our utility, who is not extraordinarily sceptical that there will be any reduction in cost, any material reduction in cost, as a result of this.


If we were really looking to a program to reduce cost associated with bad debt, this program would be targeted to -- I'll look to my friend from Hamilton -- targeted to industrial customers that are in major financial crisis and going bankrupt.  It would be targeted to tool-and-die shops that, until recently, have been in a great deal of trouble, and other commercial accounts, landlords and multi-unit buildings that are collapsing.


There are many other customer groups that impact bad debt far more than this particular classification of customer, so we certainly reject the suggestion that this program has, as its purpose, to reduce cost.  That's a nice idea, but if that was the purpose it would not be geared to this population.

I think once we actually do the math at the end of the day, and I'm looking forward to the Hydro One presentation later on where we talk a little bit more about the implementation, I think when we see the actual calculation of the costs to implement this, it will be extremely high relative to any benefit, especially up-front.


And so while we're supportive, I think we should be careful of buying into a suggestion that was made by the Minister's office that we haven't seen any substantiation really to show that this will be materially beneficial to the bottom line in the context of Ontario utility, in the context of the complexities of billing in Ontario and the IT systems in Ontario, which I would suggest are extremely different than the products used in the United States, based on our experience.

MR. HEWSON:  Maybe I can just follow-up with you, Andrew, and I was going to ask the distributors because -- and again, Roger can correct me if I'm wrong about -- understanding, but in terms of Roger's basis for -- or objective for the program, or a non-payment by low income consumers, is that something, I'm curious from a statistics or data basis, if you have information about that.

MR. SASSO:  Andrew Sasso from EnWin Utilities.  We don't have hard data, but as I've said earlier in the presentation we have about -- what's actually 1,463 customers who are classified as low income out of 85,000 customers.


It is not to say that's all of our customers who are low income.  We have about 70, 75,000 residential accounts.  We know that we have a poverty rate, not just low income rate but poverty rate in the Windsor area of about 18 percent.  So we know that there is a higher incidence that we are just simply not aware of, but what we also know is that the -- and I defer to the inputs of other utilities as well, but the impact of residential non-payment in terms of our bad debt as a whole is not that significant relative to other customer classes.


And if you -- without wanting to make a generalization that may not be fair, but if you accept the proposition that a low income customer is typically going to be living in an apartment or another smaller square footage property relative to the residential class as a whole, the amount of the bills, the amount of consumption are just not going to be as much of a driver as, for example, you know, certain other customer classes that is get into non-payment situations.

MS. DeJULIO:  Gia DeJulio with Enersource.

Our situation in Mississauga is probably a little different than Windsor and Hamilton.  You know, we aren't seeing the same problems, severe level of problems with bad debt in the industrial and, you know, large commercials.  But I can tell you that if I recall correctly -- and these are just numbers I'm remembering off the top of my head --you know we had only, I think, fewer than 600 of our residential customers take advantage of LEAP last year, and I'm sure that there are more than that in terms of low income.


But if we had fewer than 600, you know, it suggests that the bad debt -- that isn't really, you know, where our problem lies.  So as much as I would like to think that this program would assist us in recovering our bad debt, you know, I don't -- I think it will just be a drop in the bucket.  I don't think it's going to make that much of a difference and what it will do presumably, though, is help those low income customers and you know, that's a cost obviously that our government has decided that the rest of our society will bear.  So that's fine and that's what we're trying to implement.

MR. LENARTOWICZ:  Just briefly to -- Jack Lenartowicz, Toronto Hydro.  Just to briefly echo the comments of my colleagues on the utility side, we primarily see this as an assistance -- for the benefits to the low income customers, we see that as a primary consideration.  On the benefits to the utility side on the collection, we frankly haven't -- we don't expect material savings on that side.  We haven't done any detailed analysis and it is hard to comment on what has been presented to us earlier this morning.


But just from an internal kind of brief analysis, we do not expect -- to respond to the original question, we do not expect material financial savings.

MR. HEWSON:  Annie, could you check to see if there are any questions on the phone lines please?

MODERATOR:  Thank you.  Please press star 1 at this time if you have a question.  There will be a brief pause while participants register.  Thank you for your patience.


The first question is from Michelle Dixon Parent.  Please go ahead.


MS. DIXON PARENT:  Thank you, Annie.  I wanted to loop in on the discussion around cost and pick up on some comments that were made.


In particular, if you look at slide number 4, if am I understanding correctly, Roger, is it correct to assume that you are proposing 771,000 roughly would fall into eligible for the numbers that you are presenting?  Meaning that's the number of applicants?


MR. COLTON:  Yes, 771,000 is -- the total is 100 percent of the population at or below 100 percent of LICO.

MS. DICKSON:  And do you have any assumptions around penetration of that population for this program, meaning percentage participation?


MR. COLTON:  Yes, percentage participation is, for a program such as this, range around 40 percent.

MS. DICKSON:  Okay, so just looking at the numbers, and I think comments were made earlier about 12 percent, whether or not that's a realistic number to both serve the needs for the social agencies that is would administer this, as well as ongoing utility costs and there are discrete incremental costs in supporting from a back office perspective the application process, but just looking at the number there, even at -- if we had 100 percent participation, that cost would work out to about $5 per application.  So, even if it was 50 percent, that would be maybe $10 per application, if my math is correct.


And I would just like to advocate from the view of the social agencies that we work with.  If they are interviewing and meeting and documenting the support, to support the eligibility, I think that that's an excessively low number.  There will be incremental costs, in particular, if the eligibility definition and process is discrete for this program.

The other thing I did want to loop in on the discussion of this being a net benefit from a cost savings to utilities, I think before that can be stated, the example that was given on net back, I think there need to be a closer evaluation of what that -- what the collections, the net collections are currently, generally and for LICO but also what are the assumptions and mechanisms that are working alongside that.

In other words, what are the collection tools, what are the payment tools that are being used, before we assume that it's a positive net back to put this program in place?

In other words, I think we need to validate data before we accept that in any particular jurisdiction, that it is the reality.  And I think we've heard a lot on that.

The other thing I wanted to loop in on was Ruth and Lisa's comments around whether we have adequate views from the lens of those social agencies, and I would say broader provincial social policy, because I don't think we have adequately addressed the piece around, if the targeted affordability is 30 percent of income for all shelter costs, I think on a jurisdiction-by-jurisdiction basis, we need to better understand that.  And I would suggest that that sort of broader issue of affordability might be something we want to look at from the lens of other programs.

The Minister's letter did reference coordination with Ministry of Social Services and I'm not sure we have a good picture of that and it would probably be appropriate to have the right parties comment on that.

I think this is one lever in a broader perspective that could be dwarfed by other issues.


MR. HEWSON:  Thank you, Michelle.


MODERATOR:  Thank you.  There are no further questions at this time.  I would like to turn the meeting back over to Mr. Hewson.


MR. HEWSON:  Okay.  Ruth.


MS. GREEY:  Ruth Greey, Consumers Council of Canada.


Just actually for clarification, just looking through the Minister's letter again -- and I appreciate Roger's extensive presentation and proposal -- I thought we were going to take a step back and sort of address the Minister's letter through these three questions, and I agree that this is one proposal that we might want to include, the OEB might want to include.


But I thought we were going to sort of look, okay, what -- how do we ensure we have the agreement on objectives?  We've set some objectives out.  How do we make sure, you know, what our definition of "targeted" may be, or just -- et cetera, when you go through the list of what the Minister has asked.  So, I mean, I'm actually -- it's almost a question to you, Brian, so that's one proposal, but can we take it broader and say, okay, now let's look at the bigger picture and analyze some of the objectives and points the Minister has made.


MR. COLTON:  That's a great comment, Ruth.  In fact, that's kind of what I was hoping we'd be doing at this point.  I realize that, you know, Roger has put a proposal in front of everybody, and there can be a lot of discussion about that proposal, but we were trying to use these three questions to get input and advice on the broader discussion of how should we advise the Board, and how should the Board -- what should the Board advise the government in terms of the type of program this should look like.  Is it a program -- getting back to -- and maybe, you know, maybe it's true, every program is sort of targeted depending on the dollar amount, so it could be very -- but it could be very broad, which may argue for a certain type of program where you're looking at more of a percentage-based approach, or it may not.


But that's exactly what we were trying to do in this discussion, was really touch on, what should be the objectives?  Because I think the Minister has said -- given us some very high-level objectives for the program, that he's looking for program options that will achieve benefits for low-income consumers, and they provided -- he provided some examples of different things, but certainly didn't say that's supposed to be directing where the Board goes, in terms of how it evaluates things, and we're really looking for your input to help us go back to the Board and say stakeholders, ratepayer groups, distributors, the low-income advocates are suggesting the program should try and focus here, or it should focus broadly, or potentially it is some other approach.

Roger Higgin.


DR. HIGGIN:  Roger Higgin for Energy Probe.


I was just going to come into this discussion, because when I looked at the questions, there was something missing before them which I call guiding principles.  And when I looked at the Minister's letter, I tried to start to pull out some of those.  We've heard some of them.


So what I'm suggesting to the group is we should have a discussion on those guiding principles.  You know, the cost is one, you know, et cetera.  So there are a bunch of guiding principles which would be needed to put in place before we can develop a framework to address the Minister's request.


So I was going to say -- and we need to spend some time on that, or somebody does.


MR. MANCHERJEE:  Kevin Mancherjee from Hydro One.


Yeah, to take the cue from what Ruth said, and talking about on this particular question, we've heard it in little dribs and drabs from, I think, a few people.  I'll try to summarize, and also Hydro One feels strongly about this:  When you're talking about, should it be providing, you know, the greatest number of support to all customer or targeted support, it's that working together with all the existing rules that are there today for distributors with regards to low-income customers.  The distribution system code has a definition.  There is some other rules around disconnection and a few other things that are in there, and that needs to be seamless.


I think someone in the room said it and someone on the phone said it:  The minute you introduce a different definition of "low income", you increase program complexity, cost, chance for error, all those other things.


So I know that doesn't give you an answer, A or B, but some guidance into how we would like that to be addressed in terms of being consistent across the board so that it can be implemented very easily.


MR. MULQUEEN:  Mike Mulqueen, Toronto Hydro.


So this has been suggested a number of different ways, pointed the administration cost on that aspect, and just, I kind of wanted to work backwards to understand the scale of the program and how many people might qualify, so assuming using a LICO definition, roughly 800,000, 20 percent of that just in the Toronto context, and 40 percent of that is, you know, 64,000 customers potentially, right?  Obviously not right away, even assuming half of that, and I think there is good reason to believe that participation in this program would be substantially higher than the current LEAP program, because this would be presumably implemented in the context of a 10 percent credit disappearing.  So we're going to have a lot of customers saying, Hey, where did that credit go?  Maybe perhaps didn't even understand what that was about, but they do see the fact that they have a credit that's disappeared.  They're going to want to know, am I eligible for something?

So LDCs, we are potentially going to be overwhelmed with demand and requests, and I think that an honest assessment of the administration costs required for LDCs -- so again, it's the IT question, how specifically gets implemented.  IT are going to have a lot of concerns about, you know, where -- what line item this is applied to, if it applies to late payment charges, cancelled cheque charges, other charges that are on a total bill, or if it's just the electricity costs.


Similarly, we have customers who move.  We have 10,000 customers who move a month.  Does this payment follow them?  Do they have to be requalified if they're in a home that has higher energy use?


So there is a lot of admin IT questions that our accounts receivable group is going to raise.  So I just think -- and similarly for agencies who might be overwhelmed with demand, I think we have to have a real honest accounting and assessment of the administration costs, so 12 percent it's been suggested is woefully inadequate, so that kind of needs to be front and centre of the conversation when, as a, you know, guiding principle when we're discussing the program, we just -- admin costs really need to be clearly articulated.


DR. HIGGIN:  I think the context for administration cost is there's two components, the start-up and the ongoing.  They need to be analyzed.  And the idea that Roger has put forward, that they have to be amortized over a reasonable period in order to reduce the rate impacts.  So those are two other considerations in order to address that to a degree.  You are talking about the level of those and whether there might be, for example, a lot of upfront costs and then ongoing costs.  So I agree, more analysis of this has to be done in order to get to that particular question, are -- this is the guiding principle -- that the costs of administering the program should be reasonable.  That's the guiding principle.  Okay.


MR. HEWSON:  Mary.


MS. TODOROW:  Mary Todorow, Low Income Energy Network and Advocacy Centre for Tenants Ontario.


On the issue of income eligibility, this is something LIEN is struggling with as well, and we're doing this in consultation with anti-poverty advocates.  And when we first started advocating for energy poverty mitigation programs, we at that point, because we're talking about eight years ago, the pre-tax post-transfer LICOs were widely accepted as "a measure of poverty", but Stats Canada has never published poverty lines.  We don't have official poverty lines in this country.  What we have are measures of people who are in financially straitened circumstances.


Time has passed.  The government has their own definition of poverty reduction in the poverty reduction plan, so I think that cooperation with the Ministry that is responsible for that would be very good.


I think there should be just one definition for ease, but even now we have differing qualifications for the energy poverty mitigation programs.  We have 115 percent for the customer-service rules and for the emergency financial assistance.  For the CDM and DSM programs we have another 135 percent because there is a public policy goal which is let's decrease energy use, or use our energy more efficiently, because there is a big public policy benefit in terms of not having to, you know, build power to feed that demand.

So I agree that there should be one for ease, but we need to figure out what this that is.

Right now, the anti-poverty movement is moving toward the LIMs, the low income measures.  But there are issues with that, because it is not based on geographic areas, because the LICOs, it depended if you -- you had a higher level if you were in a bigger community, because they look at cost of housing and other goods there.

The problem with like LICOs is they haven't been re-based since 1992, and Stats Canada doesn’t do that, whereas LIMs are re-assessed and re-based.  And it’s also something that we can use for international comparisons.  So there is a bunch of advantages to using LIMs.

LIEN is going to be asking a stats genius, Richard Shillington, to come in and have a little talk with us about how we should use LIMs, which is a rough justice, rough kind of cut for this program, because it is more about, well, how many people are living at or below this income.

For program administration, it is probably not ideal.  But I think that, you know, we can have this conversation with all the interested stakeholders, and come to some sort of agreement going-forward on the combination of programs, you know, for the conservation, energy financial assistance and for the rate affordability.  But get all the parties who need to be there at the table.

MR. MILLER:  Chelsea Miller with EnerCare.

I just wanted to add kind of another perspective into this conversation.  EnerCare is a sub-meter provider, and I haven't heard -- and I know the proposal is in its infancy stages -- any consideration as to the customers that are billed through sub-meter providers.

EnerCare alone bills 91,000 customers, and there are numerous other sub-meter providers.  So both on the funding of the program and how it's implemented, the administration costs are -- cost base is very different than utility.

So I think that I just wanted to put it into discussion.  Given that there is not a lot of tangible, you know, criteria and specifics set out yet, we don't yet have a view as to our position.  But we do want people to be aware and to consider those customers that are billed through sub-meter providers, and how that's going to work in this general program and scheme.

MR. HEWSON:  Mary?

MARY TODOROW:  Mary Todorow, Low Income Energy Network and Advocacy Centre for Tenants Ontario, because they are the ones who are being sub-metered as the tenants in these multi-residential buildings.  And that's going to be increasingly happening, as electricity rates go up and landlords want to reduce their operating costs.

So right now, the Emergency Financial Assistance Program is actually available to sub-metered tenants.  So I would say that going forward, this program should also be available to sub-metered tenants, particularly if they are in electrically-heated buildings because there are some grandfathered sub-metered tenants who continue to -- what was I going to say?  Oh, I've lost my point there.  But what you are going to see is increasingly more and more tenants are going to be paying a bill, but behind a bulk meter.  They are going to be doing it through these sub-meter companies.

The other thing that's coming is also gas metering and water metering in residential buildings, so that's another thing to look forward to.  But maybe not all of it the responsibility to the OEB.

MR. HEWSON:  Annie, can you check the phone lines to see if there is any comments on the phone, please?

MODERATOR:  For any comments, please press star 1.  Once again, please press star 1 for any comments.  No comments at this time.

MR. HEWSON:  Mary?

MARY TODOROW:  Mary Todorow, LIEN.  I remember what I was going to say, which is electric heat -- electrically heated rental units from January 1, 2011, they can only bill for everything but the electric heat.

But what I was going to say is there are some tenants who are disadvantaged because prior to January 1, 2011, if they were electrically heated they continue to pay for that electric heat.  So those are the ones you have to worry about, the ones who are in electrically heated units.  But going from January 1, 2011, electric heat is not allowed to be sub-metered, if there is a sub-metering situation going on.

MR. HEWSON:  Thank you, Mary.  Are there any other comments at this point?

So I would like to sum up, sort of just very briefly, a couple of points, and I may come back after people -- after lunch, if of they’ve got a couple of new thoughts about this.

I think you have helped us in potentially looking at framing this point slightly differently, and it was intended to look at what are the principles behind developing a program.  And in terms of starting with the overall principle of is it about providing as much ability to make more bills affordable for more customers, given the fact that, as I think Kevin was pointing to, you know, we currently have a 10 percent benefit to all customers.  So all customers will not be receiving that 10 percent benefit as of January 1, and is -- should the program be trying to reproduce something like that.  That was our sort of question A.

What I've heard is a number of people come back and suggest something more targeted.  Obviously, you have to build in those other key criteria or principles around the overall reasonableness of the cost of the program, and its ability to actually be rolled out effectively across the province.

So I found this very helpful.  I don't know if  people have a last comment.  Otherwise, I'm going to suggest we take a break for lunch and come back at 1:30.

Christine?

CHRISTINE DADE:  Christine Dade, Horizon Utilities.  


Brian, just one other comment, and I think, you know, all of us here that are in the industry understand what's going on.  But the timing of different things; all of this is coming in effect -- we're looking at it for January 1, 2016.

This is a political issue; there is no question about that.  But we have a lot of things that are going to hit on January 1, 2016.  And even as we deal with this, this cannot be in isolation.  We are going to have -- the OCB will come off the customers’ bills, and the DRC will come off on residential bills.  There may be other administration changes, such as monthly billing, which will have a big impact, and other issues that will happen to LDC.

So this will be a real firestorm, come January 1, 2016.  And I think I am phrasing that quite lightly, but I just think it is something that really need to take care of, or look at and deal with as we move forward, because it will be a communication discussion, making people of the social agencies aware, because they are going to get people that are going to say, hey, I've got a monthly bill now.  I don't know how that works.  What's going on?  Customer service will be flooded with phone calls.

So I'm just going to say that it’s going to be a real firestorm with all of these changes coming in.

DR. HIGGIN:  Just one other comment.  I know that -- just to be clear, I believe this is a bill-focused effort, not rate.  But remember your other exercise here, which is rate design changes that may have impacts on some segments of some of the rate classes and the ratepayers within those classes, in terms of affecting their bills.

So that's another factor that needs to be considered, in terms of implementation and how to roll this thing out.  Thank you.

MR. HEWSON:  Thank you, Roger.  Thank you, Christine.  And we certainly have been taking into account the fact that there are other changes that are being -- either have been proposed or are going to be implemented at the government level, as well as Board policy in relation to rates, rate-setting, billing practices that are being looked at right now, and considering all of that.

And I think we certainly will be proposing to the Board, and expect the Board will propose to the government, that this program needs to be coordinated as its designed, rolled out, implemented, to make sure that, you know, we minimize those types of administrative costs, minimize any issues for consumers in understanding what's going on in the implementation of this program as other changes are Occurring, to make sure that it's implemented in the most effective manner.

That's certainly a key concern, I think, for us and I'm certain it will be a key concern for the Minister and the government in rolling it out, that it's as efficiently and effectively rolled out as possible.

So with that, if there is nothing urgent, I would like to say enjoy your lunch and we'll see you back at 1:30 thank you.

--- Luncheon recess taken at 12:27 p.m.

--- On resuming at 1:38 p.m.

MR. HEWSON:  If everybody could take their seats.  I think we should start up again.


It looks like we're light a few people, but I'm sure they'll arrive back shortly, and Jack and Mike have assured me that they will, along with Kevin and Lisa, be able to address any questions about distributors, on behalf of all the distributors.


So welcome back.  I'm just going to check in with Annie to make sure that we're back on the phone.


MODERATOR:  We are still back on the phone.


MR. HEWSON:  Thank you, Annie.
Q&A Session:  Type of Assistance

So what we would like to move on to now -- and I know we've been touching on this in some of our discussions, and it builds on a lot of the discussion before lunch in terms of the guiding principles, what the program should look like, but we wanted to touch on some of the ideas that we've heard from stakeholders as we've been out talking to them, in terms of different approaches to delivering the benefit.


So we set out three ideas in the letter.  One was something that's very akin to the OCB, and it could be a different percentage, but it's a percentage reduction off the total bill for customers.


Then there's the idea of the fixed credit that would be one single dollar amount off perhaps every low-income customer's bill, or it could be some sort of a sliding-scale approach.


Then I think what we've called a more customized approach is something that Roger has talked about this morning, that is very closely tied to an individual customer's ability to pay and the percentage of income.


So we've set out those three options for discussion.  I'm happy to hear about other ideas that people have, your comments on them, both from the perspective of meeting the -- some of the objectives that we were talking about this morning, in terms of the -- what I heard some parties saying, making sure that we're more targeted, getting the appropriate relief to those customers who most need relief, or looking at more broad -- I think there was some comments about more broad relief, or also hearing from people about -- in terms of the ability to deliver the program, if they believe there are any differences among the different options, as far as impact on delivery, administration of the program.


So opening the floor up to any comments.


MR. LENARTOWICZ:  Jack Lenartowicz, Toronto Hydro.


So in looking at these options we really look at it on two dimensions.  So one is the -- how easy are each of these options to implement, in terms of costs, administrations, and so forth.  And then, having defined that, which one of these best meets the objectives as outlined in the Minister's letter.


And the conclusions that we've kind of come up with in our internal discussions is, either A or B are relatively easy to implement, so there wouldn't be too much of an obstacle on that front, but in looking at A and B, it seems, in comparing to the Minister's letter, option A, the 10 percent -- or a percentage-based credit better meets that need and is more reflective of differences in low-income customers' bills.


So I guess to sum up, we would be in favour of option A.


The additional point is that also duplicates a lot of the existing framework for the OCEB credit, so it would be an even smoother transition on that end, because all you're doing is just replicating the same billing system that you have in place now and applying it to a different credit, to a different subset of customers.


MR. HEWSON:  Jack, can I just follow up on that, because -- so this morning we heard a number of people talking about the idea of needing something a bit more targeted in terms of the differences for different types of low-income customers in different situations.


So if A were to be implemented along the lines of trying to meet that guiding principle, does that -- how do you see that working and how would it affect your thinking?


MR. LENARTOWICZ:  I would see the targeting as perhaps increasing the percentage, but lowering the income criteria, in terms of fewer people qualify but get a higher bill -- or get a higher credit on their bill, and that's how I would balance that focus versus broad-based approach.


MR. HEWSON:  But you'd give everybody in that -- whatever that eligible group is -- the same percentage?


MR. LENARTOWICZ:  Yes.  And that just mirrors the OCB approach and for system simplicity.  Once you get into customized credits for different subsets of customers, it increases the complexity of the whole system.


MR. MANCHERJEE:  Hi, Kevin here from Hydro One.  That's essentially --


UNIDENTIFIED SPEAKER:  Can't hear you.  Sorry.  I don't believe your microphone's on.


MR. MANCHERJEE:  Is this better?  Okay.


Hydro One, and that's -- will be sort of what's in our presentation later on, is that from an implementation point of view and a systems point of view and piggy-backing on everything that's in place, applying what exists today for OCB to a smaller subset of customers, instead of everybody, those on low-income, meets all that.


It also addresses some of the other points in the Minister's letter about, I think there's a thing in there about folks with medical equipment and other things, and all those are features of OCB today.


I think even sub-metering, there is an allowance for sub-metering in OCB today, so a lot of the implementation hurdles that were brought up in this morning's discussion would be easily met if we could apply the OCB credit and just limit it to those who meet the low-income definition.


I think, to Toronto Hydro's point, what that definition is could move.  Again, we would advocate that that be consistent across at least all OEB metrics in terms of customer-service rules, disconnection rules, and the like.  Thank you.


MR. HUIBERS:  Larry Huibers, Housing Help Association of Ontario.


I think from our perspective we're trying to accomplish three things:  Minimize the administration costs so that most dollars can be transferred into the access for the client; reducing the barriers for folks to access the support; and three, recognizing that this is just a redistribution of their household income.  Any dollars that they save on paying for their Hydro is going to be purchased -- is used to purchase milk or something else, right?  It's their buying power that we're trying to increase.


So the lower -- the lower the income level the higher or the more additional buying power that they're going to be able to gain, which then just looks at some income relief, right?


So if we are really talking about kind of balancing the playing field, it is more about their total operating budget, as opposed to just their unique utility cost.  So I don't think there is an answer in there, but being very specific as to what we're trying to accomplish.  We are trying to increase their overall buying power, which gives them a better opportunity to move forward.


MR. SASSO:  Andrew Sasso from EnWin Utilities.  So my understanding is that the LIEN position is option B on here, and going in, I had misperceived it to be option C.


UNIDENTIFIED SPEAKER:  C is wrong.


UNIDENTIFIED SPEAKER:  I believe it's C.


UNIDENTIFIED SPEAKER:  C is wrong.  It is a third option.


MR. SASSO:  Okay.  So I -- so EnWin's position coming into the consultation was certainly in support of option A, for the reasons that have already been noted.


I guess what I would add is that there is some very compelling arguments that have been made today.  The big question mark is, in order to achieve those objectives, what will be the associated cost?  I think the concern among utilities, having gone through a series of social benefit programs over the past five or six years, is that we've seen a substantial impact on cost, which gets passed on to our customers.


So this is not a selfish utility issue.  It is recognizing that there are many, many customers that we serve who are going to be adversely impacted from a cost perspective by the introduction of this program, so we're trying to be sensitive to that reality.


I think what the lynchpin then is on the issue of cost.  So if we're going to go in a direction that's other than A, if the Board's advice to the Minister is something other than A, the Minister's decision is something other than A, then there needs to be a really good accounting for cost.  A lot of good perspective from a North American perspective.  But, I mean, when we've put in customer service systems, they’ve said to us, you know, we’ve done Texas, we've done Tennessee Valley, we've done all these different areas, and you guys are so much more complicated for billing systems in Ontario because of the way you are regulated, this is far more expensive an undertaking by orders of magnitude two and three times, in order to do an Ontario billing system.


So I just don't think that there’s been enough attention given to that cost side, and I think it is going to be extremely important for the Board, given its statutory mandate, to address that economic factor in providing advice to the Minister.

So, how much can ratepayers afford is something that the Board determines in all of its proceedings and, I think in giving this advice, it's no different.  And then what will be the implementation cost, which will then obviously be a subtractive element before determining what's the amount that can, in one manner or another, be passed along to low income customers.


MS. GREEY:  Ruth Greey, Consumers Council of Canada, CCC.


I think there’s two ways of looking at this.  I'm hearing a little bit that maybe this is replacement for OCB for low income.  And if that's the case and we want to make it very simplistic and keep the 10 percent, then the critical element is what the definition of eligible low income customer is.  So I think if we did go that route of making it more simplistic, I don't think -- I agreed with Kevin's point this morning about that we have definitions of low income from our distribution code.  But I think we would want to put that input, we would want to put all of the inputs and have a very clear definition of now, for this program, what are the eligible low income customers.


But if we are looking more holistically and broader picture for developing the best low income assistance program that is going to meet all the objectives that we talked about this morning, CCC would recommend a customized fixed credit, so that it would actually be addressing the true needs of individuals that have the most need.  But I fully agree that it has to be a cost -- it has to be cost effective.


So I think more work would need to be done to get the clear definition, and then also then be looking at what are the costs of implementing a program that's going to be most effective to this definition of the eligible.

I'm not clear, really -- and maybe you can shed some light, Brian -- whether they are looking at this is a sort of being a replacement for OCB.  Are we continuing the LEAP program when this is put in place?  Or could we actually have an opportunity to recommend that we look more holistically, and have one program that encompasses some of the elements of LEAP?


MR. HEWSON:  I'm not sure I can shed a lot of light on all of that, Ruth.  You know, what we've got is the letter that you've got.  The way we've read it is that the government is looking for the Board to provide advice on options for programs that would assist low income electricity consumers.

And, yes, a 10 percent is cited as an example of something, but I think it's open to the board to listen to stakeholders, low income advocates, ratepayers, all the different groups that we've been talking to, and from there, make some judgment about what is an appropriate type of population to be assisting, and what type of program needs to be developed to help that population, in terms of affordability of electricity.


As far as whether LEAP will continue, I think as the Minister's letter cites, he expects that as the Board is developing a program, or options for a program, that we will be considering all the existing programs that are there, the OPA's -- or the low income CDM programs, you know, taking into consideration the customer service rules and the emergency financial assistance.


And I think it's safe to say that, at least from my perspective, the idea of finding commonality as far as the definition of eligibility is something we are trying to look for.  We don't necessarily control all of that, so we're going to be looking at how we can work with the people who do control some of that.  And we're also taking into consideration the fact that the government has come out with its statements about how it's viewing low income and how it's going to approach strategy for low income consumers in this province.  So we're trying to take all of that into account.


So I don't think, under any scenario that we've come up with so far, LEAP would terminate or we wouldn't have low income CDM programs; all those things would occur going forward as well.


And I think we've even heard from the advocates that if we develop and implement an OESP, that doesn’t mean that there will not -- no further need for an emergency financial assistance program, that there is still that there is still potential for a situation that a consumer is going to need something.


But I wanted to get Mary to get in.


MS. TODOROW:  Yes, I'm hoping that I can get some feedback from the utilities who are here at the table on what’s being described as significant costs -- you know, just waving a flag about significant cost.


So can I get an idea from the utilities, here at the table and maybe on the phone, what have been the costs associated with the emergency financial assistance program, because basically you have to put on the record that they are low income, they've been deemed by the social service agency that you've contracted for.


And then other one would be customer service roles, because that’s the other thing.  And there is also equal billing that you do, so that also has to be in your record.


So can you tell me what exactly you are referring to in terms of these significant costs to date, and what is the magnitude of that?  I would really appreciate having some feedback from -- like, what are those costs?  Please let us know.


MR. SASSO:  Andrew Sasso from EnWin Utilities.  One of the points of distinction that -- we'll answer your question, but one of the points, it just reminded me, that I wanted to note coming out of the presentation this morning was there was this notion that there are already costs within the system.  And so in calculating the cost to implement this, you know, there is no recognition being given in the LIEN calculation for the additional burden on existing staff and so on.


We would certainly need to look -- we would look at it from a gross perspective, not from a net perspective because those people have existing responsibilities.  Typically in Ontario, we're not so large as to have, you know, a handful of people sitting around who only do changes that come about due to regulation and so on.  So they've got day jobs, they've got other projects they're working on, and we would certainly consider that any cost of any program, you'd have to count the amount of time that internal staff would put on it. it.


To give you an idea, a reference point for something like LEAP, LEAP in many ways is less complicated.  There are some similarities, but in many ways it's less complicated than some of the other options up on the board.  It would be much more comparable to an option 1.


When we did the clean energy benefit, we had two people working full-time for about six months on that initiative, so it's called 1FT, so about $100,000 would be an example.

At that time, we had a very customized billing System, so we were able to make a lot of those changes ourselves.  The industry has moved to much more complicated systems as a result of the smart metering initiative, so we have to outsource a great deal more than we would typically do.


Outsourcing is typically twice as much as doing something in-house.  So to give you a ballpark, something like the OCB would be, you know, in the magnitude of $200,000 for a utility of our size, about the tenth largest utility in Ontario, and that's using some very straightforward criteria.


Once we start getting into introducing customers on, taking customers off, having, you know, potentially different number triggers, all of these things, you know, electric versus not electric, these are flags not built into the system that would have to be built into the systems, so, you know, I hesitate to give a very definite number, but if you're looking order of magnitude, you know, it's probably in the range -- as I said during the presentation, it is probably closer in the range of about $350,000 per utility, as opposed to on an amortized basis over a five-year period.


So that's the concern, but we don't have anything in detail to know that for certain are there ways to implement a program that is less cost -- you know, less cost-effective, more cost-effective?  Absolutely.  We saw with the smart metering program the rush to put smart meters in in a very limited time frame elevated the cost for a lot of utilities, so if we're looking at rolling out this program, if the rules are not defined, until, you know, that effectiveness window has narrowed, it will be more expensive.  The more lead notice we have, the less it will cost.


So those are the kinds of -- I hope that answers the question to some extent.  Those are the kinds of things that factor into the cost.


MS. TODOROW:  Could I just ask -- it is Mary Todorow from LIEN.


So Ontario clean energy benefit would be all residential customers, but if it is just a portion, you would still have those same costs, like, a portion of customers?  Because we are not looking at all residential customers.  We are looking at a portion.


MR. SASSO:  Andrew Sasso from EnWin.


it may be counterintuitive, but it's actually when you have a subset that the costs are higher, because you're introducing an additional criteria that -- so if it's for all residential customers, just a program for all residential customers, then the flag is universal.


When you starting introducing whether or not the flags get turned on or turned off, that adds cost when you're getting into sub-class issues.  So there are a number of -- even with the OCB today, we've got the 3,000 kilowatt-hour threshold that had an impact.  It was actually costly and difficult to introduce that threshold, and then the threshold, I think, doesn't apply in certain circumstances if you're an emergency connection type thing, so all of those nuances, every time that there's an "except if", that makes things more complicated and more costly.


MR. HEWSON:  If one or two of the other utilities would kind of cover off, if there is anything in addition to sort of what Andrew said.  I think Gia actually had her hand up first.


MS. DeJulio:  Thank you, Brian.  It is Gia DeJulio from Enersource.


I just wanted to add that, you know, where we've seen a huge cost to the utility is in having to implement, you know, Board policy changes that are not budgeted, and so, you know, we get penalized in terms of our attempts to increase our efficiency.  You know, we are in a stage 2 or whatever, class 2, where we have a stretch factor of .15 percent, so we, you know -- our increase in rates on an annual basis in between cost of service are basically an inflation factor less a stretch factor, and we can just never get ahead, we can never beat that stretch factor, because we have so many new policies imposed on us, right?


And so, you know, we feel like we are just always behind, we are always behind the eight-ball on these kinds of things.


MR. HEWSON:  Do any of the utilities have, like, additional cost discussions sort of to add on to whatever?  Okay.  Thank you.


MR. LENARTOWICZ:  Jack Lenartowicz, Toronto Hydro.


Just very briefly, and unfortunately off the top of my head I wouldn't have dollar amounts to share with you, but in looking at these policies, if things that might seem very simple at face value, behind the scenes when we go into implementation, they really complicate matters substantially.  And in working with the folks back in the office from collections, accounts receivable, and the people who design the billing systems and operate them, something as adding one single parameter can completely make the proposition a lot more complicated than you would think.


And we've experienced that with the customer-service rules, for example.  So there are parameters that seem simple.  You have an arrears payment agreement.  If you miss it three times, you -- it gets cancelled, but if it's a low-income customer it is two times.

Those are all little parameters that have to be tracked and things that have to be added into the system, and at the end of the day when you go through the whole list it ends up being very complicated, which is why primarily we always advocate for simplicity above all else if it's at all possible.


MR. HEWSON:  So I've had a couple of people waiting over here.


Mary, maybe if you haven't got enough or there is something, we can get back to that, but I thought I might go to Larry.


MR. HUIBERS:  Larry Huibers, Housing Help Association of Ontario.


A and B really is a cost relief model for the consumer, and uses the low income as a describer of the consumer.  C is a program that looks at the holistic need of the individual, and then you get the story.


As soon as you have to have the conversation about the story, our costs, whoever is providing the service, both the individual affected and the agency that is liaisoning (sic), their costs go up exponentially as well.  That doesn't mean that that shouldn't happen, but now what you've introduced is not an income redistribution program but actually a social-service program, and if you want to have a social-service program, call it that and fund it to be that.


Once you acknowledge that there's a story that goes with that scenario, you now recognize that you are being underwritten by a number of other government agencies.  MMAH with its CHPI funds are now underwriting that income program.  Funding of local agencies are also underwriting it on the backs of their costs.


It costs us about 75,000 or less per -- for an FTE.  If somebody offered us 200 K to deliver a program for one person, I would be all over it, because I could roll another 125 into the front end for that individual.


So if you want to talk about the story, talk about having the program that supports it.  Short of that, it's just an income redistribution, and you are using low income as the qualifier.


MR. HEWSON:  Michael, I think you had a...


MR. JANIGAN:  Yes.  Looking at the exercise of trying to analyze what the total cost of any program would be, I'm a little bit surprised at the pushback this morning on the idea that this program saves utilities money with respect to bad debt and collection costs and things of that nature.


There is a fairly extensive history of this occurring both in telecommunications and in energy utilities throughout the United States.  And I'm just wondering what evidence that is that that experience will not be recapitulated here.


I might add that I am involved in application after application when I hear utilities saying that their bad debt and collection costs are going up because people can't afford to pay the bills, and I'm sort of wondering how you can reconcile the idea that then there won't be any savings with respect to that area, at the same time when we implement a program that is designed to assist in paying the bills.


So I think that's an important point, particularly in as far as I understand about 25 percent is net back is expected.


MS. DADE:  Christine Dade, Horizon Utilities.


Thank you, Brian.  I know that there are costs and, you know, there are a lot of things that we talked about too this morning too that's, in principle, how these work -- what would happen with the net back.  How that would work with the utility I'm not too sure.


But I think what I really wanted to say, too, as far as LDCs are concerned, is that our first and foremost consideration is to our customer.

We talk about costs; we know what our costs are, and it is always our intent and wish that our customers can pay their bills.  So in saying that, what we have here -- and I just sort of wanted to let you know that an LDC does not ever want to cut a customer off -- ever, ever, ever.


It’s not worth it.  That cost to cut off a customer is unbelievable.  We never get that cost back; it’s just a loss all the way down the line.


Our biggest concern is to protect our customer, to afford them the privacy that they require as a customer.  And we've argued this point lots of time about having a -- putting a low income flag on a customer, having a separate rate class for this.  Then we do something to our social impact within our community, and we don't know if that's right.  We don't know if that's the right thing to say.


There are other costs that -- as you talked, Larry, about the story when people call.  Like they'll call the social agency and they’ll call us.  What will happen, too, when there’s changes is that if somebody doesn't get a credit any more, then you get the customer service issue of the cost of explaining to a customer why they do not have a credit anymore, and then explaining to another customer why they are going to get a credit.


And then you have a whole customer service area, you have everybody all the way down the path that people will know that they sit in a low income customer basis.  And then we don't know if that's necessarily right, and we don’t -- but we do know that there are needs, but the cost of servicing that customer as the LDCs want to do, because we know that people struggle, is very hard to measure because people do it in the regular course of their day.

You know, you can have a hundred customer service calls a day, and fifty of them might be because they can't afford their bill, and we understand that.


Our whole cost structure within the regulated environment says that here you have this class of customer,  you have this class of customer, and you have to allocate your costs accordingly, so everything is socialized within those classes.


So we have a lot of things bombarding us on either side.  Regardless, an LDC always wants the best for their customer, and we want to see the best for our customers.  And as I say, the costs -- we have to realize the cost for somebody who does not pay, or who gets cuts off, whatever, however that works out, is way too high for an LDC.  It is way too high socially, and for us that’s all that matters.


But I think we have to understand we do not want to separate customers like that in our systems.  And therefore, you will get them in a group because we will always keep them in that residential or whatever class they want to fall into as we do cost-allocation and assign our costs.


So that's how an LDC works with their cost allocation process.


MR. HEWSON:  Annie, I thought it would be a good time for us to just check in on the phone lines, and see if there are any questions or comments.  Can you let me know?  Thanks.


MODERATOR:  Thank you, please press star 1 at this time if you have a question.  There will be a brief pause while participants register.  Thank you for your patience.

Once again, please press star 1 for any questions or comments.

The first question is from Meghan Fee.  Please go ahead.


MR. HEWSON:  Megan, could you give us your full name?  We're just trying to make sure we have it down properly in the transcript.


MEGHAN FEE:  M-E-G-H-A-N, and last name is Fee.


MR. HEWSON:  Can you spell the last name?


THE WITNESS:  Yes, F as in Frank, E-E.


MR. HEWSON:  Thank you.


MEGHAN FEE:  We have a group of people from Hydro Ottawa here, and we just kind of wanted to chime in to say that I think the other LDCs have captured very well all the issues we have, the nuances, the parameters in implementing these kinds of programs.


And we'd like to kind of echo what's already been said, that from an administrative and cost control point of view, we support option A.  And we also share the concern that our customers will be adversely effected, our other customers outside of low income, especially since the OCB credit will be coming off at the same time.


MR. HEWSON:  Thank you.


MODERATOR:  Thank you.  There are no further questions at this time, so I'd like to turn the meeting over to Mr. Hewson.


MR. HEWSON:  Thank you.  I was hoping to ask Roger a question.  In terms of -- well, first off, I apologize if we mis-characterized the option, laying it out as the second A.  But maybe if you want to fix anything about our description of it --


But I'm really interested -- we've been talking a lot about how it would be implemented in listening to the utilities talk about it, and I was wondering if you could give us any more information from your work in other jurisdictions about how utilities actually implement this.


MR. COLTON:  Roger Colton for LIEN.  So the fixed credit, the percentage-of-income fixed credit in particular, I agree that to the extent that policies and processes that can be tied to existing policies and processes, that -- that's always a good thing, when you don't have to invent a new process and implement it.

So, as I had indicated this morning, the way the fixed credit has been implemented is that it's -- it's applied as a credit on the bill.  It's calculated as an annual credit, and so instead of -- instead of changing the bill every month, the utility knows, starting in month one, what the monthly credit will be.  So, the easiest way to do it is simply to calculate any annual credit, divide it by twelve, and apply it on an equal monthly basis.


And depending upon the utility's IT system, some utilities make it more complicated than that.  PECO, in particular, has said that -- and it's a policy that I happen to agree with, that they don't want to be giving $30 monthly credits in a month when somebody's got --otherwise has a $12 bill.  Because we don't want people not paying their bills, even if it's because they have a credit on their bill.  And so what the utility needs to decide is whether it's worth it to them to follow through on that.  I think it is.  Some utilities may not, but the easiest way to do it, and the way Xcel did it, the way PSCO, Public Service Company of Colorado did it, is they  calculated the annual credit and divided it by twelve, and applied it to the monthly bill.


MR. HEWSON:  Would I be correct in -- or I'll test with you the idea that is it -- is it akin to what a utility would go through -- in terms of the customization, because it is for an individual customer, is there a similarity to what they would do in terms of determining, say, an equal billing plan for a customer?


MR. COLTON:  It's -- you're right on point there, and that's what PSCO does.  They calculate the annual bill using the same process that they would use to calculate their equal monthly budget billing plan, and then reduce that annual bill by the amount of the fixed credit, and divide that by twelve.

And so again, it's really a policy decision on the part of the utilities.  Do they -- do they want to require somebody to participate in equal monthly billing as a prerequisite to being on this program?  Requiring that makes the program administration much easier.  Some people object to that.  I personally don't, but that would make the program much easier.


MR. HEWSON:  Presumably, even if it's not -- it's the same process to come up with and assign a customer a certain amount, an individual customer a certain amount, whether you do it on an equal billing basis or not.


MR. COLTON:  It would be -- yes, the answer to your question is yes.  It would be the same process.


MR. HEWSON:  Thank you.  I think Kevin had a question.


MR. MANCHERJEE:  Okay?  Kevin Mancherjee from Hydro One.

To answer Mary's earlier question, I do have a specific number I can give you.  We had a high-level initial estimate from our third-party implementer for OCEB when it came in.  I want to clarify this is just the development cost from the third-party provider.  No Hydro One cost, no project management, no training, work instructions, and a big one, testing, and it was -- it's in FTE hours.  It is 730 FTE hours to code OCEB, and that was the first time, because it changed a year later.  The 3,000 kilowatt-hour cap and all that stuff came in later.


And that, again, was a high-level estimate provided from our service provider to Hydro One, so -- because you had asked about what are the increased costs, so to put something different in, like, completely new, like, of the complexity of OCEB, that's just in terms of the man hours, from a developer's point of view what would be required.


Thank you.


MS. TODOROW:  And can I just ask, and it doesn't matter that you have the biggest residential customer class in the province?  That has no impact on it?


MR. MANCHERJEE:  I would say a system change, as long as it's a system of a similar size, would have about the same amount of costs, yes.


MS. TODOROW:  When you say system change, you mean your system is bigger than, say, Horizon Utilities or EnWin because they have got 85,000 customers?


MR. MANCHERJEE:  I don't think it matters.  I think once you are above a certain size, a CIS system is a CIS system.


DR. HIGGIN:  Brian can I ask a follow-up question to this equal-billing thing?  The question is how many of the utilities have equal billing plans in place, not just those for the low-income segment, but equal billing plans in place?  The gas utilities have a very high proportion, and what would be -- is it not a good thing to move in that direction anyway, given the overall increase in bills, isn't it more a proper way to move ahead?


And so therefore I'm postulating that that direction is consistent with where, in my view, the utilities should be going in the interest of their customers.  And therefore, by accelerating it through this program, might still be worth investment, because that objective, in my view, would be a good one.


MR. HEWSON:  Ruth?


MS. GREEY:  Ruth Greey, CCC.  This -- a question, Roger.  The divided by 12, I don't think that's much of an issue.  Do you not have to go in and do the credit for each customer, the annual credit, so the person would have to apply, would go through a third party, who is -- whoever is doing the eligibility, et cetera, then it would come back to the utility saying Ruth Greey is getting this credit for a year.  That means going in and flagging and doing something for every customer that is eligible.


MR. COLTON:  No, clearly, yes.


MS. GREEY:  And that, I think, is a major cost.


Secondly, what Kevin was saying -- we'll have that even with A.  I mean, first of all, there is going to be major costs to get rid of the program, the 10 percent that is there now, because you have to decode, whatever -- we have to get rid of that for all customers in Ontario, and then putting another 10 percent and developing the program that's going to be -- so even any one of the options, there is going to be a lot of start-up costs, but particularly if you had to go in for each customer that becomes eligible, that is a manual check which will be quite expensive for start-up.


MR. COLTON:  No, it wouldn't be a manual check.  You would need to -- I agree that there will be IT start-up costs, and I agree that those start-up costs will be significant, and I agree that those start-up costs have been provided for in two ways:  Again, through the amortization over five years, as I talked about, and in addition, the fact that in year 1 the budget is being collected as though you are fully subscribed from day 1 and you will not be fully subscribed from day 1.


So there will be an excess dollar amount that you will collect in year 1 and won't spend on benefits because you don't have 100 percent participation for 100 percent of the year.  And between those two sources of revenue, the start-up costs have been provided for.


But I will never say that the start-up costs are insubstantial, because that's not true.  The start-up costs will be substantial, but if you look, not 12 months or 18 months or even 60 months, but if you look at the mid-term, let alone the long-term, the program will be worth it.


MS. GREEY:  Just a comment.  CCC would not be in agreement that you would have full funding of a program when you don't have the participants, and I don't think I have seen a program before where all the dollars are given if you don't have the participants.


Normally you would be -- an LDC would be allocated the cost for the number of participants they have, but I will leave that, and just -- not everybody wants equal billing, particularly in Ontario, where we have seasons, and people often want to see their use when it's higher in the summer and winter when they are off-peak.


MR. HEWSON:  Lenore, I believe you had a question.


MS. ROBSON:  Thanks, Brian.  Lenore Robson, Board Staff.


Roger, I was interested to know, out of the programs that you've looked at in the U.S., like Colorado, what was the approximate implementation time frame to get these programs up and running?


MR. COLTON:  Twelve to 15 months, I would say.  If -- yeah, 12 to 15 months.  I think you need a year to do it.  I think we've learned in places, though, that you can get a program up and running and refine it over the course of the year.  You don't have to have all of your decisions made and all of the proverbial I's dotted and T's crossed on the day that the doors open, but you can't give somebody three or four months to implement this program and expect them to do it, this program being the percentage-of-income fixed-credit program.  Okay.


MS. ANDERSON:  Rachel Anderson, Board Staff.


I just wanted to circle back to the discussion about the costs of implementing these different options, and I get that, you know, the simpler the option, the lower the cost, the more customization, the higher the cost, and I'm just curious to know, the idea of sort of a, you know, a compromise between the two, a simplified sliding scale, so you've got, say, four income brackets within the overall threshold, four different levels of benefits, so, you know, the lowest income bracket gets the biggest benefit, say, a highest income bracket gets the smallest benefit.


In terms of cost -- and I realize this might be a sort of an unfair question to ask off the top of your heads, but any thoughts about, would that be somewhere in the middle between the two, or is it close enough to the cost of a customized program that it's sort of worth going that extra mile.  Any thoughts on that?


MR. HEWSON:  Kevin?


MR. MANCHERJEE:  I can provide some answer for that.  It is Kevin from Hydro One.


Whenever you make a system change you have certain sunk, fixed costs, and those would be some of the things that I mentioned that were included in that development cost.  You are going to have training, testing, project management, and the like.  And then you will have that variability with the complexity.


With larger billing systems and with a work force of a certain size, those fixed costs are pretty high, because then it just comes down to the incremental development costs and coding the extra lines and testing the extra lines.


So unfortunately it is not probably the answer you're looking for, but at least it gives you an example of what we would be facing.


MR. HEWSON:  Jack.


MR. LENARTOWICZ:  Jack Lenartowicz, Toronto Hydro.


I think the key consideration there is, what you are proposing can be automated, so in the -- in the option A as proposed, if it applied to all customers, you would -- and this is a high-level theory -- you would have a flag to check off all the customers to which that credit would apply.  If you have four tiers, you would need four check marks to apply the correct tier to apply.


That is all incremental costs above what we have in place for OCEB, but having said that, it is likely a lower cost than something customized, where every single customer would have to have a manually inputted credit that would apply to their account.


MR. HEWSON:  Larry.


MR. HUIBERS:  Larry Huibers, Housing Help Association of Ontario.


Bear in mind that the robustness of that qualification requires some back-end work as well, right?  So we're talking about the costs that's related to the provider.  There is some back-end work to ensure that that is legitimate, and whether you do it in four steps, one step, or multiple steps really starts to -- you have to look at those costs as well.  That's a big driver.

MIKE MULQUEEN:  Mike Mulqueen, Toronto Hydro.  So related to this issue around scalability, so providing a different credit based on someone's income qualifications, so a higher tier for someone who is more in need, I mean setting it up for that kind of treatment would allow you to grow the program over time, if there is concerns about it being too large at first, or being unmanageable for LDCs, not in terms of the start-up IT costs, but in terms of the human resources cost, the day-to-day activities and the burden on social agencies if there is a rush of applications.

So it does give you that option to start with maybe more stringent criteria and grow it over time.

But that tiered approach, it sounded like that's what was compared in the Philadelphia example, and I’d be curious to have some more kind of in-depth analysis of that in this context, to understand in this context if that's the approach we would be leaning towards, assuming kind of an extended version of option A.  If it's -- it sounds -- from Roger's analysis, it sounded like it was more cost effective to actually go a customized approach from the beginning.

So it's hard to answer the question without knowing if -- how applicable the Philadelphia example is here, if they have fundamentally different billing systems, for example, or relationships with social agencies doing the intakes.

MR. HEWSON:  I'm going to hand it over to Roger, and I think what Rachel was getting at -- it could be either A or B.  It could be something where you might have a scale for different percentage benefits, or you could have a scale for different fixed benefits.  And we're just interested in getting any feedback on whether that is closer to one end of the scale for utilities, and I think what I heard from Jack is to a certain degree, it is more automated than individual, but I'd like -- I would like to hear from Roger as well, and any comments.

MR. COLTON:  I have -- Roger Colton for LIEN.  I have two responses.

One is you are exactly right that PECO uses -- when slide 6 talks about a four-tiered discount, PECO uses a sliding scale discount that has four tiers tied to different levels of the poverty level.  And for a number of years, we've been talking about whether that should be four tiers or -- there was a proposal to increase it to seven tiers and PECO -- we'll know on December 1st.  But PECO has a filing date of December 1st, and I believe they are going to propose to move away from the tiered discounts and move to a fixed credit program.

The state of New Hampshire also has a tiered discount approach.  And what New Hampshire did was then to try to meld -- tell me if this is not helpful -- but try to meld options A and C where they have a tiered discount approach, but then they set the discount in each tier based upon an affordable percentage of income within that tier.  So they tried to meld those two.

So I guess there are a couple of lessons to take away.  One is that you can go to a tiered discount approach, and two is that the number of variations within these three generic options go on and on and on.

But the PECO approach and the New Hampshire approach are both tiered discount approaches.

MR. HEWSON:  Thank you.  Oh, Jennifer?

MS. LOPINSKI:  I’m sorry, I just wanted to get some clarity -- I’m sorry, Ruth.  Can you hear me?

I’m sorry.  Jennifer Lopinski, with Low Income Energy Network.

I apologize.  I didn't understand a comment you made regarding that a program wouldn't be paid for unless you knew that you had the participants, right?  Is that what you said?  I'm not sure if I misheard you.

MS. GREEY:  Ruth Greey, CCC, and I may not have understood.  I was thinking after with what Roger was saying.

But if you have 2,500 people that are eligible, we have to find out whether they are eligible or not, then that would be the dollars that you would have to spend.  I can't see a program where you are going to say, okay, we’ll give an LDC a set amount of money to run this, without knowing how much eligible customers you have.

MR. COLTON:  May I address that just very briefly?  On a year to year basis -- Roger Colton for LIEN.

On a year to year basis, the costs of the program are clearly reconciled to what the utility is reimbursed.

What I'm suggesting is that in year one, we have calculated that it would cost whatever the slide said, 25 cents, 25 cents a month.  You charge that 25 cents a month up front, recognizing that you are not going to spend it, knowing that year one is unique and that there will be development costs that the utilities will need to be reimbursed, and that that provides a source of reimbursement of those development costs that is within the framework of the program so --


But after year one, it's clearly the -- on a year-by-year basis.  Some utilities even do it on a quarterly reconcilable basis; the cost of the program and the cost of the program reimbursement are reconciled one to the other.

MS. LOPINSKI:  Just to finish up what I was going with, we're currently already doing that with LEAP.  We're collecting a small amount of money from everybody, and originally we didn't know exactly how many participants there were going to be for that program.  And I, for one, think that was a very successful program.

But I just -- that's why I was just confused about that, that's all.

MS. GREEY:  Ruth Greey, CCC.  Jennifer, that is correct.  If we went with something, that was a percentage of your distribution cost for each LDC.  And I guess we haven't actually talked about what the cost would be based on.

It's just I'm hearing that if there are implementation costs from looking after the ratepayer, I'd rather have them the real cost than an assumption that never came about, like we do in the rest of the business in developing rates in Ontario.

MR. COLTON:  And actual costs are always reconciled to cost reimbursements.

MR. HEWSON:  I'm going to go to the phones and see --Annie, can you let us know if there is anybody that has any questions, comments?

MODERATOR:  Thank you.  Once again, please press star 1 on your telephone key pad for any questions or comments.

Our first question is from Michelle Dixon Parent.  Please go ahead.

MS. DIXON PARENT:  It wasn't a question.  I just wanted to comment on the idea, or the comparison to LEAP EFA, with respect to the first year cost being available and sufficient to cover start-up costs.

In the case of LEAP EFA, any unused funds based on the formula are carried forward, not for start-up costs, and they are not eligible for that; they are carried forward specifically for the grant.  So the assumption that we could fund start-up costs from that would have to diverge from that example, certainly.

And then to Ruth's comment earlier, I just -- I don't think we can assume that whatever formula or calculated amount is available for the credit would necessarily -- you know, any shortfall of usage in the first year would actually match the start-up cost.

And, Roger, your comment that the cost, the actual costs are matched to reimbursement, I think assumes a cost of service type model, but that's not always the case.  I think the bottom -- I think the -- perhaps the recommended approach would be to really understand what the true cost would be, and it's going to be different by LDC, and obviously different based on the kind of program implemented.

MR. COLTON:  Just to briefly respond to that, and I don't want to get in where I'm responding to everything.  But the way conceptualize what I'm trying to describe is a fuel adjustment clause where costs are estimated for a year.  Some years you are going to overspend and you will reconcile that through a rider.

Some years you will underspend.  You will still reconcile that to a rider, and so it's -- so the utility is fully reimbursed for what it spends, but not over-reimbursed for what it spends.


MR. HEWSON:  Any more questions, Annie?


MODERATOR:  No, there are no further questions registered at this time.


MR. HEWSON:  Mike?


MR. MULQUEEN:  Mike Mulqueen, Toronto Hydro.


So just two comments about the integration with other programs, so with LEAP and home assistance, so first on the income, I know there is a desire for simplicity if all of the customer-service rules, LEAP, this program have aligned, but, I mean, reality is -- home assistance is a much larger program than LEAP by virtue of 135 percent of LICO versus 115 percent of LICO, and for this program, if we were -- if we were -- if there are concerns about the size of the program and the burden, moving to the home assistance program would make it a very large program.  LEAP would still be very large.


So, I mean, we're looking -- you know, our LEAP numbers in Toronto might be 2,000 or so participants a year, whereas, looking from the LICO numbers that were provided in that slide, we might have upwards of 60,000 customers who might be eligible.


So there is a big gap there, so the notion of alignment with the programs, I don't know if you want to push for that on the income level.  Although it's more complex to qualify people, I think -- I think you'd want to think about growing the program over time if you do want alignment rather than starting with home assistance as your starting point.


The second point I just wanted to make -- and I'm not taking a position, I'm just curious to hear people's thinking on the idea of imposing conditions for someone who is receiving assistance on an ongoing basis, and we've discussed this in the context of LEAP, so we have a lot of repeat participants, so if somebody who receives a grant year after year and there's -- at the last financial assistance working group there was a request for the Board to consider allowing LDCs the ability to impose a condition on the recipient to receive a future grant that they've shown evidence of participation in a conservation program, so in the current rules we can't impose that kind of condition, and I think there is some interest in controlling that expenditure and making it available to more people rather than the same pool of people year after year, is requiring people to have done their due diligence.


So I'm wondering if there is any sort of thinking in this initiative that there would be any of that type of condition imposed?


MR. HEWSON:  Larry.


MR. HUIBERS:  Larry Huibers, Housing Help Association of Ontario.


I would just want us to all be perfectly clear that participation rights have nothing to do with eligibility.  Right?  I mean, let's be clear about that.  Just the fact that, you know, 7,000, 2,000 people participated or -- but the number of folks eligible, it goes back to Roger's point of intake versus outreach, and again back to the point of, what's the intention of the purpose?  Is it to help some?  Is it to help all?  Is it to help those that we've deemed or those that have figured which hoop it is that we want them to jump through, and we create, you know, both agents -- from agencies, from providers, from rules and regulations.

We create all sorts of hoops, that it becomes very Pavlovian for the participants to recognize that role, and some folks we give the golden handshake and say, Come on over, and some we don't.  And that's not fair, so that shouldn't represent the actual participation rate.


MR. HEWSON:  Well, and I think that in our thinking about this, to be candid, we are thinking that this is a program that the government isn't looking to make almost hidden or difficult for people to find.  I think, from some of our discussions with different groups about LEAP, the LEAP EFA, the LEAP program, certainly a great program, but it's something that, for -- in certain circumstances the EFA, you only find out when you're already past the point of being in trouble.


And so this is not a program that we're thinking from the perspective that it's going to be designed for people to have to hunt it out or expect that there's not going to be a significant outtake of it for some of the comments that were made earlier today in terms of, people are going to be seeing a 10 percent reduction come off their bill.  We're expecting that the government will probably want to make sure customers that are in the low-income eligible group are made aware of the program, and made fully aware of the program, so that there can be -- we can expect -- and I think we all need to be thinking a little bit about this from the intake perspective, that we could be talking about several hundred thousand customers coming forward in a relatively short time period, looking for the eligibility to be determined and being able to get into the program.


So, you know, LEAP has seen -- I think we've seen numbers in the -- yeah?  Is it not working?


[Technical issues.]

MR. HEWSON:  Anyways, wherever I was, we've been looking at the numbers in terms of how many customers have been qualified for LEAP, qualified under the customer-service rules, the data we've started to get in, and we're talking a very, very, very small number compared to what the populations are that we see when we start, and that's not a ringing endorsement for all of us that there's that many households that would meet the threshold that the Minister talked about and that we've been looking at, but I think we all have to take that into account that this could be a much larger effort than we've seen so far.


Anyways, Mike, I think you wanted to --


MR. MULQUEEN:  You've covered what I was going to say.


MR. HEWSON:  Andrew?  I just want -- I'm sorry, I think...


MR. SASSO:  I just wanted to ask a question about what you said, so it won't be long.  So Brian, are you -- you know, one of the elements, in terms of, you know, there are a lot of people want to do -- you know, there is going to be a lot of uptake.  We don't know who they all are right now.  Is there a vision that there will be some type of retroactivity and payments, as is the case with OCEB, where, you know, the program starts on this date and whenever we figure out that you're low-income there will be some sort of discount, or is the vision that it will be more like some of the other programs where, you know, your eligibility is determined today and such is going forward only.


MR. HEWSON:  So Andrew, I can't tell you that at this point.  You know, we haven't taken things to the Board.  The Board hasn't gone to the Minister, so I don't know what the program could look like.  It could very well have an expectation of retroactivity, or it could have no expectation of retroactivity.


As you said with OCEB, clearly you were eligible as of January 1, 2011, and if the utility missed you, you had to go back and recalculate.  Whether that will be the case here or not, I don't know.


Certainly I think there will be more pressure for that.  If the intake approach that's taken or the intake process and the eligibility process and everything is such that there are a large number of customers who are, for want of a better phrase, essentially denied access to the program because they can't get into the program for January 1, then there will probably be more pressure for something like that, but anyways, I really don't know at the moment, and, you know, we're trying to get enough input on how we can design a program or how all of us can work together to design a program and implement it in a way that we don't run into that problem, so -- I'm sorry, you had a question.


MS. CUMMINGS:  Can you hear me?  Karen Cummings, Help Centre in Cobourg.


I think I just wanted to tag on to Larry here.  A lot of our LEAP customers may not be some -- will be people that could qualify for this program, obviously, but a lot of people that may not have been LEAP customers, we haven't deemed them low-income, simply because they are not being disconnected.  So it could be, you know, seniors that are so adamant about paying their bills, they'd rather pay their Hydro bill than -- and go to a food bank than buy food.  So we're not seeing them yet.


So to go along here, once we open this up, advertise this, throw it in the inserts, you know, outreach, the agencies get out there and say, you know, Hey, low-income people, you need to come to us, we're talking about, you know, the start-up costs for the utility, who's paying the agencies to do these eligibility, you know, designations?

We do it for LEAP, yes, but we could be opening it up to thousands more people that should be taking advantage of this reduction.  So, you know, I know we just need to, you know, talk about where that's all going to come from because there is no recovery of that.  That's going to go on and on for the agency.

MR. HEWSON:  Jennifer, we're going to take your comment, and then we're going to take a break.

MS. LOPINSKI:  Jennifer Lopinski, Low Income Energy Network.

I totally understand where Karen is coming from, and when I think about the administration cost potential, I shiver.  And that's why I really think that because we could be looking at hundreds of thousands of people, potentially, I think that we may have to consider a collaboration with, perhaps, Revenue Canada, in terms of being able to capture, you know, people that -- you know, whatever way we decide that someone is considered low income, you know, we have to bear in mind that not everyone does their income tax.  So maybe that's where the social service agencies come in, and maybe that's where an administrative fee is tacked on.

But I just -- you know, I don't know like how big that would be.  So I'm just suggesting that we consider this, that maybe, you know, we're all talking about partnerships and working together, so why not work together with another government.

So that's just putting it out there to consider.

MR. HEWSON:  Thank you.  So we is well past our afternoon break.  We do have coffee and things here.  Is it too much of an imposition to say back at three o'clock? 
Okay, let's be back at three o'clock and we'll move on.  Thank you.

--- Recess taken at 2:50 p.m.

--- On resuming at 3:04 p.m.


MR. HEWSON:  I'd like to get started again.  And I've asked Kevin from Hydro One to come up and do his presentation now.  I think a number of the things he's actually going to talk about fit with a lot of what we've been talking about now, and I'm sure we can fit in a discussion about question 3 in terms of how it should be collected.  I know Roger raised that first thing this morning, and I think we'd like to get back and hear some views on it, but first let's let Kevin walk through his presentation, and then we'll take some questions about that.  Thank you.
HYDRO ONE NETWORKS INC.
Presentation by Mr. Mancherjee and Q&A Session:


MR. MANCHERJEE:  Thanks.  We'll just kind of jump right into it.


So one thing which is not normal for us, but this is a consolidated presentation across three Hydro One regulated entities, being Networks, Remote Communities, and Brampton.


So we had some program design principles that we wanted to talk about.  First -- and it's come out a lot today -- is the integration leveraging of existing processes; second, which is funding, which I guess is the question that's coming up next.  And we wanted to call it some special consideration thoughts we should have towards First Nation and Métis communities, and then also customers on bundled rates, which is very different, and program marketing, and again, the comprehensive approach that we feel needs to be taken.


So first off, we strongly feel that to get this program off the ground quickly, easily, without a lot of complication, and in a very cost-effective manner, if you stuck to the same definition of low-income as exists today or a modified version but that applies globally over the DSC, that would help.


Keeping the same qualification process -- and I think that was established earlier, that a lot of people in the room want the social-service agencies to do the intake and qualification.


This part we feel will work is that if the relief stays the same as OCEB is today, such that instead of applying OCEB across the entire population you apply it to just those people who qualify with the low-income flag, so if you think about the process with the low-income eligibility rules today, it is the same process, it's the same intake, everything remains the same, just that you leave OCEB on, and all of its features and functions, the medical exemption, the 3,000, and you just put that forward.


I'm happy to take questions as we go.

MR. HUIBERS:  Larry Huibers, Ontario Housing Help Association of Ontario.


Just a quick question then.  Today everybody gets the 10 percent plus eligibility to some sort of assistance.  What you're suggesting here is, go forward, only the folks who would be on low-income would get the 10 percent, so their net loss would be they'd lose that additional financial support, or would there be an augmented amount related to it?  Know what I mean?


MR. MANCHERJEE:  No, I'm not sure I follow what you mean.


MR. HUIBERS:  So today, if I'm on low-income, I get the 10 percent reduction, plus I can go and apply for some sort of energy assistance, some financial assistance.


MR. MANCHERJEE:  Like LEAP or whatever.


MR. HUIBERS:  Right.  Okay?  So on January 2, 2016, all I'm going to be eligible for is the 10 percent?


MR. MANCHERJEE:  No.


MR. HUIBERS:  Okay.


MR. MANCHERJEE:  So the idea is that OCEB continues on for them and it disappears for everybody else.


MR. HUIBERS:  So they get the 10 percent, plus do they get any other income relief?


MR. MANCHERJEE:  Yes, whatever else would be available.


MR. HUIBERS:  Okay.  Sorry.


MR. MANCHERJEE:  I'll say subject to any sort of consolidation of programs or anything else at the Board or any other people may recommend.


And I think that in that approach, in terms of even changes to systems and IT costs that we talked about, there would still be touches to the system, but it's a lighter touch than something totally new.


Jumping into funding, Hydro One definitely feels that everything should be funded on a uniform provincial basis, and with the specific way to do that, and that is to mimic the framework for direct benefits, and it's really because -- and what's alluded to in everything is that these costs -- or the increased costs coming to the Long Term Energy Plan, those costs are borne by all ratepayers through -- or the additional costs were borne through the global adjustment.  Direct benefits go into the global adjustment, OPA contracts go into the global adjustment, so there is a cost causality principle that the costs are being caused and flown through that bucket, so put the relief in that same bucket instead of putting it somewhere else out of a different pocket.


And then, of course, the point that's been raised before is that if you don't do that there will be some inequities between distributors of different sizes and proportions, and I think that when you see density highlighted in the LICO table, that's also an indication that, depending on where you live and the density in which you live in, that there are some different considerations.


So this is a point that hasn't come up today at all, I don't think, and that's a special considerations for First Nations/Métis communities.  We at Hydro One see two things.  We don't see a lot of uptake in, like, the LEAP program, when we look at our First Nations communities, and you can really see this when you look at Hydro One Remotes as a regulated entity.  They report separately.  They have a very, very low uptake participation rate in the LEAP program.


There are many reasons for that, but we feel that on  -- in those pockets and in those areas in the province there is a high degree of unemployment and low income.  I know Joe (sic) from EnWin said that, you know, his area has high numbers.  First Nations communities those numbers are much higher.


And one of the simple things that could be done is allowing for the band council to do the intake, the qualification, in a batch, and that would just get more people into the program, and then obviously a consideration for how much funding they would get depending if they live on reserve or not.


Tied to that is also customers on bundled rates, and I don't know if any of the other distributors here have any customers on bundled rates, but bundled rates are highly subsidized customers as it is, and we question whether this program or the bundled rate program or what-have-you is the best way to provide relief to them.


If they're already getting relief through a bundled rate that's lower, maybe -- and people feel more relief is required in those areas, and maybe just an adjournment to the bundled rate, it's simpler, rather than layering on another program of a different style for those set of customers.


Sorry, Mary?


MS. TODOROW:  Mary Todorow, LIEN.


I don't -- maybe you can just explain for some of us who are not up on rate classes what a bundled rate is?


MR. MANCHERJEE:  So right now what you are probably familiar with is the unbundled rate, the commodity charge or the distributor charge.  They pay one rate.  It is a bundled flat rate, and it is subsidized.


MS. ROBSON:  Lenore Robson, Board Staff.


Kevin, you mentioned that there are a number of issues that are preventing participation of First Nation/Métis communities.  I'm wondering if you could maybe go into a little bit more of those details.  What are the issues that are preventing them from accessing that program that you think would be overcome with the OESP?


MR. MANCHERJEE:  So it is not chiefly my area.  We have some dedicated staff at Hydro One who do that, and I can get back to you more.  The one I'm aware of is that there is large sources of other funding, and they are easier to get, and so people in those communities are going to go for the easier source of money, and it covers off their needs, at least, and so they would -- why take on an additional burden of qualifying yourself for another program when another program is out there that's simpler, it's easier, and they can get a fair amount of money through it.


Sorry.  Another question?


MS. DADE:  Christine Dade, Horizon Utilities.


Kevin, the bundled rate that you have, do you consider that a separate rate class?  Okay.


MR. MANCHERJEE:  Yeah, it is a separate rate class.


MS. DADE:  Thank you.


MR. MANCHERJEE:  One of the other things -- and I think it's come up a little bit, but program marketing and awareness, and -- sorry, there is another question?  Sorry, Jennifer.


MS. LOPINSKI:  Jennifer Lopinski, Low Income Energy Network.  No problem.


Just one question:  So how many customers would you say are in the Remote Communities area, just out of curiosity?  Ballpark it even is fine.


MR. MANCHERJEE:  Off the top of my head I don't know.  It is a number I can get to you later.


[Laughter]


MR. MANCHERJEE:  All right.  Okay.  So getting back to the marketing side of things, we think that if you keep a consistent messaging provincially, that OEB led, however you do it, it will make sure that everyone in the province knows about the message and it's consistent, it's on point.  It cuts down on potential different applications.  And hopefully it will help increase the uptake of the program.


Lastly, and again this was a big point for us, and it drives through the first two points around leveraging existing processes and including the funding, is that this needs to be seamless across other distributor-based programs.

Otherwise, you start introducing costs and complexity, and in both of those two things, obviously, additional cost for ratepayers are inefficient and additional complexity means sometimes some people get left out, or people get missed, and no one wants that either.

And so just -- that's sort of the end of our presentation.  It was just meant to be a high-level, and I think, based on today's discussion and these points, we'll make our written submission, taking both into consideration.  That's it.  Thank you.

MR. HEWSON:  Thank you, Kevin.  And I just sent an email off to find out how many customers Remotes has.  I know it is handy for some of you.

Mary, you had a question?

MS. TODOROW:  Mary Todorow, LIEN.  I'm just following up on what Larry was trying to confirm with Kevin.

What Hydro One is supporting is continuing a 10 percent across-the-board -- just a 10 percent rebate only for people who are low income qualified?

MR. MANCHERJEE:  Yes.

MS. TODOROW:  That's it.  That’s it for this Ontario electricity support program?

MR. MANCHERJEE:  Yes.  So in the Board's thing, it was option A.

MS. TODOROW:  So that's what you support?  No, no, that’s what he supports.

No, no, no.  But it was confusing because you were saying yes to Larry.  So I just wanted to confirm Hydro One’s position is just a 10 percent -- option number 1, A?

MR. MANCHERJEE:  Yes, and for further clarity, it is not just 10 percent, but it is actually the continuation of OCB as it stands today for folks along.

MR. HUIBERS:  Just so I'm clear, that doesn’t sound good -- sorry.  Larry Huibers, Housing Help Association of Ontario.

That doesn't sound good for low income folks.  Today they get the 10 percent plus $50.  On January 2 --


UNIDENTIFIED SPEAKER:  What's the $50?

MR. HUIBERS:  Whatever the additional relief that they get today.

UNIDENTIFIED SPEAKER:  They don't.  They don't.

MR. HUIBERS:  Sorry.

MR. MANCHERJEE:  I guess -- sorry, Larry, it's Kevin -- the difference would be January 1, 2016, they are not going to get 10 percent.  It is going to go away if this is in place.  And so we're advocating, for a bunch of reasons, that that continue for them.

MR. HUIBERS:  Sorry, I apologize.

MS. DADE:  Don't they have to become eligible first?  Won't there be a time lag?  Or you’re saying you would ask whoever we figure out is going to make them eligible, which we know we don't want to be an LDC?

MR. MANCHERJEE:  Sorry, Ruth, to answer your question:  Just because the subsidy would kick in on January 1st doesn't mean they couldn't qualify earlier.

Program design could take place in stages, like set up the program design at the qualification stage.  You could start qualifying people, and then have the subsidy begin on January 1st.  That's within the realm of possibility.

MS. GREEY:  Ruth Greey, CCC.  I just had a thought, though.  So if -- it’s a good idea if we wanted to keep it really simple, and I’d said that before, to do the 10 percent.

But what if the customer gets the 10 percent, and then that would mean that he shouldn't really be eligible for LEAP, or he's eligible low income, but then when he receives LEAP or other low income funding during the year, that would put him over the limit for the 10 percent.

Just sort of an open -- is that something that we'd all look at during implementation?

MR. MANCHERJEE:  So and that speaks to the point in the presentation that I made about the definition of low income customers; that has to be consistent for the programs.

So one option is to keep it where it's at, and there might be some issues, as you've raised.  But if you look at it and with everything that's in play, if you adjust it so that you qualify a person once for low income for a distributor, the distributor gets one sort of flag on a customer account, and is able to provide the customer service rules, this benefit and, you know, LEAP if required -- because LEAP is only if you are in arrears -- then that works very well.

It's one definition, it's seamless, and it can be implemented very well.

MS. GREEY:  Thank you.

MR. HEWSON:  Annie, maybe I’ll check in with you and see if there are any comments or questions from the phones.

MODERATOR:  Please press star 1 at this time if you have a question.  There will be a brief pause while participants register.  Thank you for your patience.

Once again, please press star 1 for any questions or comments.

There are no questions registered at this time.  I'd like to turn the meeting back over to Mr. Hewson.

MR. HEWSON:  Are there any questions or comments in the room?  Moving -- oh, yes?

MS. McCLURE:  My only comment -- oh, sorry, Diana McClure, HHAO.

My only comment is that that 10 percent then is really revenue neutral, isn't it?  The people aren't going to be in any better position in 2016 than they are today, right?  That's all.

MR. HEWSON:  I think that's correct, if it was just a 10 percent --


MR. SASSO:  Andrew Sasso from EnWin Utilities.  You are exactly right, but it gets back to that core question of how much money is on the table.

So I think the current program infamously costs about $1.1 billion, something like that, and so you know how -- obviously it is all paid for by the tax base, and the tax base will go to zero, and the rate base will pick up whatever the new number is.  Is that going to be 10 percent?  Is that going to be 5 percent?  So, let's say that, you know, just for argument's sake, if there was a hundred million dollars available to this program -- and I'll go back to sort of from a programming standpoint, from a utility’s standpoint, if that number was 10 percent or 20 percent, it would be in -- it would be neutral, in terms of our cost to administer the initiative, right?

We can, you know, relatively easily change a 10 percent to a 20 percent, as long as all the same rules are going to apply and you are doing it for the selected customers.  So while the Hydro One presentation is just talking about isolating it and it being, to your point, kind of benefit neutral to the customer, that wouldn't -- that's all dependent on the amount of funding.

You could administratively do a higher percentage number, which could provide an incremental benefit, if that is what the government wanted to do.  And it is certainly much easier than some of the other options, if the goal is to enhance the amount of social benefit to the recipients.

MR. MANCHERJEE:  It's Kevin, Hydro One, sorry.

The one thing about revenue neutral -- and I didn't have it in my presentation, so I apologize.  When OCB disappears off the bill, so does the debt retirement charge.  So it is not exactly revenue neutral.  There is that added benefit of the debt retirement charge disappearing.

As well, other people mentioned that there is going to be a host of other changes.  I mean, Hydro One has most of its customers on monthly billing right now.  The Board is looking at requiring all other distributors to have monthly billing as a regular thing -- not just for equal billing or monthly billing plans, but regular bills for everybody.

So there’s a number of things that are going to change as well.

MR. HEWSON:  Roger?

DR. HIGGIN:  Roger Higgin from Energy Probe.  Just to comment that 770,000 customers potentially eligible, how the hell are you going to qualify those numbers in that time?

So I put on the table that using Hydro One's approach, there is this self-declaration which is based on income tax on the prior years, self-declaration.  And then to qualify for any higher level, then you go through the full qualification; that's another option.

Dealing with that logistic issue, right -- so they go throw it out.  It is certainly something to consider.  The down sides are people may mis-qualify, grab money they shouldn't get, all of those bad things.  But I put it out.

MR. HEWSON:  Well, during the lull just before Mary, then, I will just let you know I checked; 3,500 customers for Remotes.

Mary, over to you.


MS. TODOROW:  I just want to clarify something about this 771,000 in 30 households, which is out of the National Household survey.  That's the number of households in Ontario that are living at or below the pre-tax post-transfer low-income cutoffs.


So the majority of those are renters, and the majority of those renters live in multi-residential buildings.  A majority now of those people living in the multi-residential buildings now pay for their rent -- pay for their utilities in their rent, and we have an incremental system here of suite metering in multi-residential buildings.


So I just want to point out, it is not going to be 770,000 people.  I couldn't tell you.  It will happen when the, you know, once people start coming forward, but I can tell you now that of those 771,030, 490,010 are renters.


And then we have the housing -- and we have the housing type of those, like, most of them living in multi-residential buildings, like, over 65 percent of those -- of that number are living in multi-residential buildings, and the penetration of smart metering in multi-residential buildings, if EnerCare would care to give me an estimate, because, you know, the Federation of Rental-housing Providers four or five years ago said it was about 90 -- you know, 90 percent were not suite metered, but there is a lot of activity now in suite metering.  So I don't know; maybe it's up to 85 percent.  Like, who knows?

I beg your pardon?  I'm just trying to get people an idea of what we're looking at for the first five or six years.  It is not going to be that many because of how many of those low-income households are rentals.  It makes sense, right?  People can't afford a house unless they are seniors and they are, you know, house rich, income poor, or people, for example, on Ontario Disability Support who their disability came on later in life and they may have some assets previously.


So it makes sense that most low-income people are renters, right?  They can't afford to buy a home, unless, you know, they're seniors or there has been an issue with disability, et cetera.  So go ahead.


MS. MILLER:  Yeah, so Chelsea Miller with EnerCare.


I unfortunately don't have the penetration numbers, but I would -- and without being able to quantify, you know, I would say that, yeah, there is definitely some room for penetration within the multi, you know, residential, within the complex and going out and -- so I know that that number that you have is likely going to go up, absolutely.  I would be in agreement with that.


And I'm also in agreement with, I think, with your previous statement that, you know, we need to make sure that we are thinking about these, you know, tenants when we're talking about this benefit and making sure that it is provided to those who, you know, pay their bills through sub-meter providers and that, you know, there are significant cost implementation on the sub-meter provider front as well.


We have these billing systems that everybody has been, you know, discussing and the costs are real for us as well, but we don't have the same cost base that other utilities would have because we, you know, we don't have regulated rates, and a lot of the times we are just flowing through what is charged on the bulk bill to our customers.


So we're in a little bit of a different situation, and I think we just need to be mindful of that when we're designing the program.


MS. TODOROW:  So if you just want to, like, minus, you know, 480 from 771 and then go on from there, so I'm just saying that number is not as big as you think it is for the first five to six years of this program.  Yeah, yeah.


DR. HIGGIN:  Still a lot of people to qualify in one year.


MR. HEWSON:  I think --


MS. TODOROW:  If they come forward.


MR. HEWSON:  Larry?


MR. HUIBERS:  So just so I understand, the 480 folks that live in a high-rise building where they are not directly billed for the utility cost, the sub-meter is the landlord.  They're paying for that full cost of that utility, regardless of their income.  We haven't separated that out, so how are we going to address that issue?  I mean, there's a travesty.


Now, we're here to bring some solutions to it, but, quite frankly, they are not in a better financial position to pay that rate regardless of how they pay it; it is just integrated into their rent cost.  They are also probably paying a higher proportion of property tax because of the multi-res value that is associated with it.  So the renters in high-rises are kind of getting it all over.


DR. HIGGIN:  Why shouldn't they get the 10 percent?


MR. HEWSON:  Jennifer?


MS. LOPINSKI:  Jennifer Lopinski, Low Income Energy Network.


I am just commenting on an expressed concern about, you know, even if we did apply the program to folks who submitted their notice of assessment, knowing that it's for the previous year, even with LEAP we use notice of assessment, and we do review income every two years.  They only have that low-income status for two years, so that's something to consider.


And again, for those folks that don't -- for whatever reason don't complete their income tax, you know, again, that may be some little piece that agencies could pick up, provided that there were provisions -- proper and fair provisions made so that, you know, they could be assessed.


The other thing is, people's income do change, you know.  I could have a client that comes to me and says, you know, Yeah, last year we were doing great, but this year, you know, the house burned down, or whatever it could be.  You know what?  And you know what?  That's when we look at their current income, you know?


So we make provisions, you know, so I just think, you know, for the -- you know, it may be something to consider in a first roll-out.  I mean, no first time is going to be perfect, but if we want to try to capture a good chunk of low-income consumers, you know, again, partnering with Revenue Canada, doing notice of assessment kind of thing, might be a more affordable way to go, possibly.


Thank you.


MR. HEWSON:  Ruth?


MS. GREEY:  Ruth Greey, CCC.


Just in agreement with Larry and Roger, that, yes, I would think that all 770,000 would be eligible because that's why we need a really clear definition, whether it is the same definition or agreed-upon definition of low-income, because that's their income, and they're paying for electricity in whatever mode.  It may come through the rent or through the utility.


And just a question, Kevin.  So your proposal is to have it the same direct benefit as OCEB, so if we were able to do this pre-qualification, that would just stay their bill -- a low-income eligible customer would keep the 10 percent, the acronym would change, but it would not be ratepayer-based?


MR. MANCHERJEE:  Correct.


MS. GREEY:  Thanks.


MR. MANCHERJEE:  Well, yeah, through the global adjustment.


MS. GREEY:  Through the global adjustment.


MR. MANCHERJEE:  Sorry, yes, to be clear, yeah.


MR. HEWSON:  Could you make sure you say who -- clear -- yes --


--- Inaudible off-mic comment made.


THE REPORTER:  Microphone?


MR. HEWSON:  Kevin, your mic went out again.


MR. MANCHERJEE:  Is that better?  Okay.  It is ratepayer, because global adjournment is through rates, but it's not directly through the distributor's rate.


MS. GREEY:  Thank you for correcting me.  Ruth Greey.


MR. HEWSON:  Mary?


MS. TODOROW:  Mary Todorow, LIEN.


I just want to take one moment to just talk about tenants who are paying for utilities in their rent.  There is a real advantage to having utilities in their rent, particularly for a sitting tenant, because they are covered by the annual rent increase guideline, unless their building was built on or before November 1st, 1991.  There is an exemption now in the Residential Tenancies Act where the landlord can actually raise the rent to whatever the market will bear it on the anniversary, which is something that our clinic is trying to get changed in the RTA.


But there is a real advantage, because if you're low-income you know what your costs are going to be that month, and the incentive for all those sitting tenants for the landlords to control the cost is they hopefully will work with their tenants and their building and with the programs that are available through the Ontario Power Authority to do their best to make sure that energy use in their building is reduced.  And also, whatever energy they use is more efficient.


So there is -- I think there is a real price signal to landlords when the tenants are paying for the utilities in their rent to undertake those good energy conservation efficiency retrofits.


DR. HIGGIN:  (Microphone not activated) 10 percent to the landlords to fund the program.


MR. HEWSON:  Sorry, Mary, and I apologize.  But are you suggesting that this program -- what we should make sure we build into this program is that we give the landlords a...  Okay.


MS. TODOROW:  Mary Todorow, LIEN.


No, that's not what I was suggesting.  What I was suggesting is that there is a real advantage to having utilities included in the monthly rent, particularly for low-income tenants.


MR. HEWSON:  So I just wanted to touch back on the point Larry raised because we've -- that is part of the letter.  It does indicate that the Minister would like us to consider customers who are -- or consumers who are not customers of the utilities or sub-meterers, and I'd like to throw that out for any comments from people, in terms of how that -- how the Board might address that fact, that matter.

We've been -- sorry, Roger, I think we've been focussed very much today on the idea of the utility passing through a credit, or something to an individual customer and we've not talked about the process for providing a credit to a landlord.  So Roger?

DR. HIGGIN:  Yes, that's the topic I was going to address and that is that -- sorry, that's the topic, Roger Higgin.

The gas utilities are looking at that issue as to how market rate multi-family buildings should be made eligible under the conservation programs, okay?  And they've done work on qualification and so on with United Way.

As you may remember going back into the old days, OPA had a go at developing a similar program, and it was dropped because of a number of factors that they could not qualify the buildings, they could not implement.

That needs to be re-looked at again, so that those multi-market rate landlord buildings have to be included in the programs, as opposed to the social housing program buildings that are already qualified under the -- under the programs.  So it’s the market rate ones.

MR. HEWSON:  Andrew?

MR. SASSO:  Andrew Sasso from EnWin Utilities.

In addition to, you know, looking at the letter, as you've said, Brian, and this sort of indirect -- how to get to people indirectly, it's not just about multi-unit buildings.  It could be that it's somebody who is living in the unit, but who is not the customer of record.

We have some customers -- and this is certainly not a comment targeted at low income, because it is irrespective of income level.  We have some customers -- some people who have been customers, who, for various reasons, choose to stop being a customer and put the account in somebody else's name.  I think it's widely understood that in some cases, this is to get out of contracts with retailers.  I think it is widely understood that sometimes this is because they've been in an arrears situation a certain number of times, or they've been disconnected, and in order to be reconnected there would be certain debts owed that they would have to repay, and so on.

And so there's -- there are a great many permutations to the issue of trying to provide a benefit indirectly to these customers.

MR. HEWSON:  Mike?

MR. MULQUEEN:  You might want to look to Enbridge.  I know they are working with the Board and with intervenors on multi-residential low income -- private low income program, and I think that might provide some clues as to how they are doing income qualification and verification.  I know they've looked at it in a number of ways.

As far as Toronto Hydro is concerned, I don’t think we've taken a position.  But we have been monitoring that, and I understand that they're working with United Way and a number of participating landlords to investigate the best way, whether it’s using rent rolls as a proxy for income to understand -- you know, to be able to designate a building as low income building, or if there is actually an ability to screen in some capacity for income directly.  So, yes.

MR. HEWSON:  I'm going to put Roger Colton on the spot, because maybe he's got some insight on this issue.  We've certainly been struggling with it internally, so --


MR. COLTON:  I wish I did, but I don't.  My experience has been that we address utility customers as direct utility customers, and I have not been involved with a program where we've tried to reach the indirect customer.

MR. HEWSON:  So I'm just wondering if Michelle from Enbridge is still on the phone, and if she had anything she wanted to pipe in on that.

Annie, that's kind of a cue for you to check the phones.

MODERATOR:  Thank you.  I will now take questions from the telephone lines.  There will be a brief pause while the participants register for questions.  Please press star 1 at this time if you have a question.

The next question is from Michelle Dixon Parent.  Please go ahead.

MS. DIXON PARENT:  Hi.  No, I didn't have a question.  I just wanted to respond to -- I believe it was Brian.

I don't have specific information on that, but I can defer to my colleagues who are working on that, and if you wanted particular information on that, I can circle back through them.

MS. ROBSON:  Sure, that would be great.  Thanks.

MS. TODOROW:  We really think this program should be for people who pay bills, whether it’s through a sub-metering company or directly to an LDC.

And the people who are being billed through a sub-metering company, because the sub meeting companies are not rate regulated, I really have no idea because they're -- you know, the landlord is basically an unlicensed distributor, who is supposed to provide the electricity at the same level.  Like the commodity has to be the same.  And any reasonable cost -- and the reasonable costs have never been defined by the OEB; to this date, they have never been defined.

And we know that, you know, these tenants are paying for the cost of the installation of the smart meters, probably over -- you know, amortized.  And these people are not in it to be green; they're in it to get green.  You know, they are in it to get money.  So they've got a rate of return in there.  It’s, I think, a profitable business. You can tell because there is a lot of aggressive marketing going on out there.

Just check like Wise Meter now; the people who used to be at Stratacon have now bought Wise Meter.  The former head of the Federation of Rental Housing Providers has got all his contacts with the multi-residential community.  He is out there marketing.

So this is a very profitable business, and I think the people who are, you know, paying for those sub-meter bills should be eligible, if they are income eligible and their bill is unaffordable, to access money through an OESP.

MR. HEWSON:  And just to give you the contact person at Enbridge for that program, it’s Erika Lontoc.  Do you know her?

MS. DIXON PARENT:  Yes.

DR. HIGGIN:  Yes, she is the contact; she is the program manager for that low income market rate program that’s being piloted at Enbridge. And Hydro -- sorry, Toronto Hydro is a partner/cooperator with Enbridge on that.

MR. HEWSON:  Mary?

MS. TODOROW:  Just one more -- Mary Todorow from LIEN -- just one more thing that really bothers me about tenants and smart meter bills and landlords as the unlicensed distributor, and that is the landlord can contract for the commodity.

So these tenants are basically third parties to retail contracts that they had no choice about.

So not only are they paying bills with, you know, not rate regulated, they also could be potentially paying bills that are higher than anything that they would pay for through the LDC.  And I discovered that when I was looking at bills for an apartment building just up the street here, and I realized the commodity cost was not same, and I thought, oh, could do a complaint to the OEB.  But no, that's the retailer.  They are passing on the actual cost, but it is a cost that's more than if they had just had standard supply, or RPP, or time-of-use from the utility.

So that's another crimp in it.

MR. HEWSON:  Sorry, Annie, could you just confirm if there are any other comments or questions from the phone?

MODERATOR:  There are no further questions registered on the phone.

MR. HEWSON:  Thank you.  Andrew did you have a -- oh, Jack?

MR. LENARTOWICZ:  This is a little different than what we've been discussing, but just looking at the slide that's been staring at me for the last fifteen minutes, one comment and we would also support the provincial charge, if this is to be a rate funded program.

But one thing to consider is unlike LEAP, which is capped per utility, this would require an ongoing variance reconciliation because you don't know on a monthly basis how many of these OESP credits you would be giving to low income customers.  So doing that on a utility by utility basis, you would have to have 70-odd calculations.  It is much simpler to do it on a provincial basis for that reason.


MR. HEWSON:  Andrew.


MR. SASSO:  And I think it was part of the Hydro One presentation, but is there an expectation that in the context of the funding we're referring to the source of funding for both the benefit payments, as well as the recovery of costs to fund administrative and upfront, so the distributor would get funding in the same way as they do on sort of that renewable connection?  Is that -- has there been any sense from the Board or the Ministry in terms of what -- what would be the preference that way?


MR. HEWSON:  I can't say I've had any sense from the Ministry on it, and I have not had any discussions with anybody at the Board about it.  We've talked about it generally.  And so it might -- you know, it's a good point that we've been thinking about, you know, how to fund the administrative side, and it may be appropriate to determine that, but that may lead to issues about whether utilities would get their full costs or how we'd deal with that, if part of the system is part of your rate-basing activity.


Anyways, we'll think about that.  That's a good point.


I am sensing that things are winding down.  Does anyone have any further comments?  Ruth does.


MS. GREEY:  You may be doing a conclusion.  I'm not sure.  Just one question that we had is:  What will be the process for making decisions after you put the report in?  Do you know yet?


MR. HEWSON:  Well, we're obviously reporting to the Minister, and so we're going to be then awaiting a decision from the Minister on what the next steps are, you know.  As the letter indicates, they're looking -- he's looking for us to provide options in a program design and implementation plan, and then we'll consider that and determine -- provide, I guess, guidance back to us, and I don't know in what form, that we'll then move forward with things -- or if things move forward, I guess.  I mean, we'll know once the Minister decides to tell us.


All right, well, then I think we've -- unless anybody else has --


DR. HIGGIN:  Just one question for Mary, and that is: Do you believe there will be legislative changes required to the Electricity Act, and so on, from what you've heard, from the discussion's direction, where things are going?


MR. HEWSON:  Roger, I've always been happy to play lawyer when needed to, so I'm trying to avoid putting Mary Anne in the position of having to...


I think that's something we are -- you know, we'll consider as we look at the implementation, whether it is implementable under the current legislation and regulations or whether there are changes -- is certainly part of what I would expect the Minister would tell -- would look for us to tell him in any implementation plan.


DR. HIGGIN:  The reason for the question is that when we frame our comments, we -- that's perhaps one thing that we need to consider, whether there may be significant or material changes required to the Electricity Act, the Distribution System Code, or other instruments that are in place.  That was the reason for the question.
CLOSING REMARKS

MR. HEWSON:  Yes, thank you, and that's a good segue to reminding everybody that comments, written comments, are due November 10th, if you have them.


And with that, unless there's -- I'm looking around -- okay?  I'd like to thank all of you for coming today and all of those that participated on the phone and to Annie for helping us out moderating things on behalf of myself, my colleagues, Mary Ann, and the entire Board, in terms of helping us talk about some of these key issues as we think about developing a report back on the OESP, so it's been extremely helpful.  All of the input will be used as we're going through our process.


Certainly we may be back to talk to some people in terms of trying to flesh out some areas, but what I think we all know is that what we will be providing is a set of options, some ideas, something that hopefully is -- well, that is implementable, but there will be lots of work once we get that decision from the government in terms of moving forward, and we'll all be back together, I'm sure, on a number of occasions to work through those steps as we move forward to next January, a year from now.


All right.  Thank you very much, and with that, I'd like to conclude the stakeholder forum and wish everybody a good evening and a pleasant rest of the week.


--- Whereupon the forum concluded at 3:50 p.m.

87

