
[image: image1.jpg]) SIC PERMANET

| _rocus | 4
Ontario

VT INCEPIT

2\




ONTARIO ENERGY BOARD

	FILE NO.:
	EB‑2014-0158
	

	VOLUME:

DATE:
	Consultation on the Effectiveness of Part II of the Energy Consumer Protection Act, 2010 - Stakeholder Forum
December 8, 2014
	


EB-2014-0158
THE ONTARIO ENERGY BOARD
Consultation on the Effectiveness of Part II 
of the Energy Consumer Protection Act, 2010

Held at 2300 Yonge Street,

25th Floor, Toronto, Ontario,

on Monday, December 8th, 2014,

commencing at 9:04 a.m.
--------------------

STAKEHOLDER FORUM
--------------------
ROSEMARIE T. LECLAIR
Board Chair
KEN QUESNELLE
Board Vice-Chair

EMAD ELSAYED
Board Member

ALECK DADSON
Board Staff
MARTINE BAND
KARIM KARSAN

DONNA KINAPEN

PRESENTERS:
GREG LYLE
Innovative Research Group (IRG)
JASON LOCKHART

DONALD DEWEES
University of Toronto

JORDAN SMALL
Planet Energy

BRUCE SHARP

BRUCE FRASER
AG Energy

PARTICIPANTS:

MARION FRASER
Building Owners and Managers Association (BOMA)

IMRAN NOORANI
Canadian Riterate Energy
JULIE GIRVAN
Consumers Council of Canada (CCC)

AFREEN KHAN
Electricity Distributors
MAURICE TUCCI 
Association (EDA)

ZEE BHANJI
Low-Income Energy Network (LIEN)
KEN BOWEN
Superior Energy

MICHAEL JANIGAN
Vulnerable Energy Consumers Coalition (VECC)

1--- On commencing at 9:04 a.m.


1Introductions and Opening Remarks by Mr. Dadson


4KEY FINDINGS FROM CONSUMER RESEARCH


4Presentation by Mr. Lyle and Mr. Lockhart


9Q&A Session


56--- Recess taken at 10:29 a.m.


56--- On resuming at 10:48 a.m.


56ONTARIO'S RETAIL ENERGY SECTOR: MARKET EVOLUTION, MARKET DATA, AND CONSUMER PROTECTION


57Presentation by Mr. Dewees


87Q&A Session


105--- Luncheon recess at 12:21 p.m.


105--- On resuming at 1:20 p.m.


106STAKEHOLDER PRESENTATIONS


106Presentation by Mr. Small


123Presentation by Ms. Gage


130Presentation by Mr. Sharp


141Q&A Session


165Closing Remarks


166--- Whereupon the conference concluded at 2:58 p.m.




No EXHIBITS FILED DURING THIS PROCEEDING.

No UNDERTAKINGS FILED DURING THIS PROCEEDING.


Monday, December 8, 2014
--- On commencing at 9:04 a.m.
Introductions and Opening Remarks by Mr. Dadson:

MR. DADSON:  I think we're going to get underway now.  It is just slightly after nine o'clock.  A few more people may join us.

My name is Aleck Dadson.  I'm executive advisor to the Chair, and I am going to moderate, or at least endeavour to moderate, the discussion today.

I want to introduce a number of Staff members who are with us this morning and have been actively engaged in the review project.

To my right is Martine Band, who has been doing, I think, most of the heavy lifting and work with respect to this project; to my left is Karim Karsan, our vice-president of consumer services; and at the back of the room, Donna Kinapen, who has been doing a lot of work with respect to the data.

We clearly have a very diverse group in the room today, which I think is great.  Obviously a number of people from the retailer sector, a number of consumers representatives, and a number of Staff members.

I want to acknowledge, also, the presence of our Chair, our Vice-Chair, and our Board member, who hopefully will be with us for at least part of the discussion.

As you know, we've been assisted over the course of the review by two very distinguished consulting consultants, Don Dewees, who has just joined us, and we will be hearing from Don later this morning, and Greg Lyle and Jason Lockhart from IRG, who we have retained to help us better understand consumer perspectives regarding the consumer protection regime in the ECPA.

So the purpose of the forum today, I see it as really being twofold.  First, we want to share with you the results of the work that our consultants have undertaken and get your feedback or comments on that.

Secondly, we want to hear from those three who have responded to our invitation to share with us their thoughts and perspectives on the ECPA.

So the session is going to proceed through what I would see as three parts.  The first part will consist of a presentation by Greg and Jason regarding their work, and we'll have an opportunity for questions following their presentations.

The second part will consist of a presentation by Don Dewees, Professor Dewees, and again we will have an opportunity for Don to answer questions that you may have.

This afternoon we will have our third and final session, which will be presentations by the three stakeholders who responded to our invitation to present, and again there will be an opportunity for questions.

I want to emphasize that this is really an opportunity for dialogue.  This is not a hearing.  So it is not -- when you're posing your questions, keep that in mind.  This is not designed to be an opportunity for cross-examination of our consultants.  Really, the objective, I think, of questions should be to enhance our understanding of the issues that we've been asked to consider.

In that regard, I think Board Staff thought it would be useful to identify three overarching questions that we would certainly like you to keep in mind when you frame your questions, and I think the three areas really encompass, I think, a lot of material.

First of all, I think it's going to be really helpful if we could explore the -- and I know that Don is going to do this -- the standard against which we should measure the effectiveness of the ECPA measures.

What are the indicia of effectiveness and what are the indicia of -- indicators of lack of effectiveness?  We're going to -- we certainly appreciate questions about that.

Secondly, we will look forward to questions about the features or the trends or developments in the broader market context that may bear on our assessment of the ECPA, and if there are features of the market or the market structure that you feel are important, help us understand why those features are relevant, and it may impact our perspective on the ECPA.

Thirdly and finally, which features of the ECPA warrant reconsideration?  Are there measures that we should consider or reconsider in order to enhance consumer protection for energy consumers?

I want to remind everyone that this session is being webcast, so there are people online.  I have heard them checking in, people online listening to the proceedings.  They will have an opportunity to ask questions as well.  And I should remind all those online that on the webcast page there is a chat feature, and you can use that chat feature for the purpose of asking questions.  Your questions will be received by Board Staff, and we will endeavour to ask them.

Also, I suspect most of you are familiar with our system in our hearing rooms, but if you are speaking, please remember to turn your mic on and please remember to turn it off.  And when you are speaking, please speak into the mic.  That will help our court reporter get an accurate transcription of your remarks.

So with that, Greg and Jason, I will turn the floor to you, and I would invite you, perhaps, to go up top, if you wish, so the people can -- you can see the audience and people can see you.
KEY FINDINGS FROM CONSUMER RESEARCH

Presentation by Mr. Lyle and Mr. Lockhart:

MR. LYLE:  Well, good morning, everyone, and nothing like starting your Monday off with stats, right?  These should hopefully be interesting.

So when we looked at the question of how well is the ECPA working, we looked at it at two levels.  One level was, how well does it work in theory?  When we ask low-volume consumers -- and that was our focus, asking low-volume consumers how they felt -- when we asked low-volume consumers how they felt about the provisions of the act, we did that in two qualitative tools.  We used an online workbook and we used randomly recruited focus groups.

When we say "qualitative", what we mean by that is that, while we did use random selection in terms of the focus groups, the nature of the focus group is, because they're influenced by the discussion itself, the results of a focus group are not generalizable to the broader public.  They're only directional.

So when we do a series of focus groups and we bring a wide variety of people into the online workbook, we have a sense of the general direction of where the province is going, but we can't project and say if 80 percent of the people who filled in a workbook said this, that that is plus or minus 2.3 percent or something like that.  It just means that it's pretty clear that there are more people that like something than don't like something if we get an 80 percent approval number.

Now, one of the things that's -- when I go through the theory part, how people react to the ECPA provisions, we're going to do that by presenting results of the online workbook, because we've got charts and graphs and it is easy to follow, but you should know -- and we shared with you on Friday -- that when you look at the focus-group results, that the focus-group results are very similar to the online workbook.

So when you have two separate, independent, qualitative approaches, each of which is showing you a similar result, it gives you a lot more confidence that they're both headed in the same direction.

It is theoretically possible that someone might want to stack something like an online workbook.


Organizationally you could do that.  But if that was done, then you would expect the online workbook and the randomly recruited focus groups to differ in their results, and we don't see that.  We see very similar results.

The second part that we did was looked at how the ECPA's working in practice by actually doing a random -- a random selection of contract holders and former contract holders, compared to a random selection of the general public.

And in that we basically applied three tests.  Number one, how satisfied are they with the contracts?  Number two, how did they feel about the sales experience, having them report on what they experienced?  And number three, how well does the ECPA work when we look at the results of more vulnerable groups?

And when we identified the vulnerable groups we built on the work that Don did with his initial literature review.  We did some additional work in terms of literature review, and you will see the list of groups that we identified as being potentially vulnerable, and I will show you some results about how those groups differ from other groups within the broader public.


So we're going to start with how people react to the provisions, the ECPA in theory, using the workbook but understanding that there was also a set of randomly recruited focus groups that will move the practice where we focus on the randomly recruited survey participants.


Any questions about that?  All right.

So when we take a look at the provisions, as I was saying, we used two tools.


One was the online workbook, and so for those that haven't seen it before, it's on the back table in purple.  This purple version properly bound up was the version that was actually used in the focus groups, so you can see the actual, tangible sort of product that people in focus groups would have looked at, and then there was an online version that is virtually identical except that it was online.


And so that gives us two independent streams.  There's no crossing between the two.  When you find the same thing in both streams, you feel a lot more confident than if you found different things in the two streams.


In terms of focus groups, we did a total of 51 low-volume consumers with a real -- we tried to mix things up in terms of region, in terms of whether they were current contract holders, former contract holders, members of the general public or business contract holders.  So we were looking through this to try and get a range of different perspectives.


One of the things that we came across as we were doing the recruiting for this that I will show you a little bit later a bit more clearly is we had lists provided by the retailers -– and thank you very much for doing that -- of people that had contracts in place as of August 1st or...


MR. LOCKHART:  Various groups but, I mean, what we did here was --


MR. LYLE:  When were the lists, the date of the lists?

MR. LOCKHART:  It depends, but for this part they were mostly –- they were a good combination of pre- and post-ECPA, but for all cases we had ECPA in each of the regions that we actually did focus groups in, at the residential level.


MR. LYLE:  Right.  But we secured those lists in the summer and then we recruited people based on those lists.


One of the things that came across that we discovered as we were calling people to invite them to focus groups is people that we knew had contracts didn't know they had contracts.


And we'll have a -- we can quantify that and we will quantify that when we show you the survey.  So that is something you will want to think about, that there are significant numbers of people who have contracts that don't necessarily know they have contracts.


In terms of the online workbook, you will see when you take a look at it that there was several pages spent just on explaining what the process was, what we were here to do, and giving them a little bit of background on retail markets so that they would have some core information to react to.


And then we basically went through the provisions of the ECPA by breaking them into five different components, based on the experience you would have if you were an actual consumer in terms of your journey to doing a contract or a renewal.
Q&A Session:

MS. GIRVAN:  Just a quick question.  Julie Girvan for the Consumers Council of Canada.  How did you differentiate between gas and electricity when you talked about these various participants?

MR. LYLE:  Well, when we recruited them in, we identified -- and you will see again -- and it is better illustrated when we show you the telephone survey, but we actually tracked whether they were gas, electricity or both.  Many are both.  I'm not sure if you're aware how many are both.  And -- but we did our best to make sure that we had roughly half of the participants coming from having some gas experience, and we had no problem getting more than half that had some electricity experience.  Again, we will illustrate that shortly.


But what you will see in terms of the distribution in the survey was very similar to the distribution in the focus group.


We also tracked their comments, if they were commenting separately about electricity versus gas.  One of the things that surprised me, and you will see it later on, on questions like:  Why did you get the contract -- I was expecting or ready to see different results for gas and electricity, and we saw less difference than I thought there might be.


So, again, we have circulated the detailed responses that we received in the workbook.  And one of the things if you go through the detailed top line report of the workbooks, you will see for every one of these bars that we have on slide 9, if you're listening in, where we look at how people felt about the appropriateness, for instance, of the salesperson identification elements of the act, we also gave people an opportunity to say how they would change it if they wanted it changed.


But the vast -- for the vast majority of elements related to consumer protection before they sign a contract, relatively few people thought that there were any real issues.  Right?


You can see hear that on average on a zero to 10 scale, the lowest response we got was 7.7 as an average response, saying that the price comparison form was appropriate.


And the disclosure statement -- a contract can only be entered into with the account holder, a contract has to contain specific information, and that is detailed in the workbook, energy retailers are not permitted to engage in unfair practices, and the salesperson identification -- all had strong majorities of people saying those provisions are appropriate, with relatively few but very specific comments on how that might be better.


Again, the details are in the workbook.


When we took a look at consumer protection after signing the contract, they must receive a copy.  There must be a ten-day cooling-off period to review the decision.  And in many cases contracts need to be verified.  Again, strong majority said these elements of the act were appropriate.


When we looked at amending, renewing and extending the contract, again we had a clear majority saying that the different elements of the act were appropriate.  The key one where we were a little bit lower than average was the special rules for automatic renewal and extension.  Most people thought that was appropriate, but you can see it was a little bit lower than the others, and the typical sort of response to that for people that didn't think it was appropriate was that they didn't like automatic renewal.  Most people were okay, but it was a little lower than the average, and the concern was any sort of automatic renewal.


Again, when we take a look at consumer protection related to cancelling new or renewed contracts, consumers have a number of cancellation rights, limitation of cancellation fees, refunds.  And the elements that would cause a contract to be invalid, most of those were well regarded, except we saw a lower level on the limitation and cancellation fees.  Again, most people said it was appropriate, but this is one of the lowest numbers and the reason for that is that there is a significant minority point of view that says there basically shouldn't be any cancellation fees, or they should be lower than they are.


So just -- I don't want to -- I mean, I boiled this down to four slides only so that we can get through everything in a timely basis this morning.  There is lots of details in the detailed report.  I guess the point that I wanted to be able to make to all of you when we took a look at this is that, in theory, the act seems to be reasonable to the average person out there.


And this was true whether we were doing the focus group discussion or the online workbook discussion.  In the focus group discussion, one of the things that came out was people saying that they really liked the briefing that they got through the workbook, and they thought this was all really useful information and they wished they had known it before they came to the discussion group.


So there wasn't a real sense of a need to change a lot, but more a sense that there was a wish of the people that were participating in the focus groups that they knew more about the tools that were available to them and the protections that were available to them.


We then tested what people saw in terms of specific provisions, against the objectives that were identified for the act.


So the first objective that we tested against was:

"How well do you think the consumer protection elements described above protect consumers from hidden costs, excessive cancellation fees and other unfair industry practices?"


And 66 percent said well.  Only 22 percent said not well.  Three to one.


We do a lot of government-related work, and a three-to-one score on a measure like this is pretty good, relatively speaking, compared to other things you might see in government.


You will all have your own point of view.  All I can speak to -- I'm not saying whether objectively this is good or not.  I'm just telling you, comparatively, within government finding 66 percent saying that the government did a good job at something is unusual.


Same thing is true when we take a look at providing greater fairness and transparency for consumers through rate comparison, plain language disclosure, multiple language, enhanced rights to cancel contracts, and new rules for energy retailers and their employees.


Again, 66 percent said that they did well.  20 percent said not well.


You can see, if you take a look at some of the specific suggestions for improvement on the side, people looking for even clearer, more concise, or plain language, and people looking for more education were very big in terms of the top two concerns.


But it is important to note here, for question 44, is there anything else that can be done to better address this objective, 379 people had nothing to say in terms of ways in which they would make it better in terms of that objective.  Only 153 had any specific comment to make.  Right?  So the lack of comment in and of itself is a reinforcement of that 66 percent that say that the government is doing well on that objective.


Just to go back one slide to slide 11, if you look again, is there anything that can be done better to address the objective of protecting consumers from hidden costs, cancellation fees, and other unfair practices, again, 350 had no further suggestions, only 182 had a suggestion.


Number one on that was, ban door-to-door sales by 11 percent, so that is essentially 20 people out of 500 people saying ban door-to-door sales, so just to put some context in it, it's the number-one issue, but not that many people are saying it off the top of their heads.


So then the third objective that we tested was, ensure consumers have the information they need to make the right decisions about electricity and natural gas contracts, and confidence that they're protected by fair business practices.  65 percent said that what they saw seemed to them to do a good job of protecting consumers.  Only 21 percent said poor.  Again, when we look for specific comments, out of the 500 people, 378 had nothing to say.  13 percent said, more education.  8 percent said more enforcement.  And 8 percent said better disclosure from the sales force.


Was anything missing?  So again, 328 did not have any suggestions for anything they thought was missing, but 204 did.  Of those who did, their number-one wish is something that's probably beyond the scope of the act, but I will leave that to you to decide, which is they would like better prices.


The next step down was ban door-to-door sales.  So again, this is about 16 people out of the 500.  Another 16 roughly said, enforced compliance by retailers.


Some people don't like the government.  That may surprise some people, but probably not many.  Help educate consumers, contract protection, so specific comments about better contracts.  Full disclosure from sales force, again -- and again, more mention of clearer, more concise, plain language.  And then protection for small business and energy co-ops, which is a very specific comment.


So one of the things that we asked that came out of some of the input we had from maybe even some of the people in this room, we did talk to stakeholders before we worked out the guide, asking them what sort of issues they were concerned about, they wanted to see investigated.  One of the questions -- or one of the concerns expressed by some stakeholders was that if the act is a good idea maybe it is going too far in the details.


And so this is the reaction of people in the workbook, those 500 people that chose to participate.  30 percent said that there were too many relations and rules.  90 percent said too few.  30 percent said about right.  20 percent weren't sure.


So in the workbook it was a little bit more balanced between too many and too few -- sorry, in the focus groups, but it is a much smaller sample in the focus group.


So we're seeing, you know, a pretty close balance here between too few and too many, with a few more on the too many rules, rather than too few.


And I won't dwell on this, just, it is just -- slide 16 just gives you some of the specific comments that people made about ways in which they thought it could be better.


So again, more comments about clear and concise language and concern about the cost of implementing too many rules.


On the too few rules, the number-one issue of 33 percent of 58, which is roughly 20 people, was, ban door-to-door sales.  So again, we keep seeing about 20 people come back to the door-to-door sales thing pretty regularly.


So that is the gist of what we saw in looking at the ECPA in theory.  We saw strong majorities of participants felt that each individual element of the ECPA tested was appropriate.  We saw that both in the focus groups and in the workbook.  We have clear majorities that felt the ECPA is meeting the government's three objectives fairly well.


They were divided on whether the ECPA has too many or too few rules.  Most participants had no suggestions for overall improvements, but among those that did, lower prices were number one, followed by banning door-to-door sales, more enforcement, and more education.


That is the ECPA in theory.  Any questions about what we heard on the provisions of the ECPA?

MR. SHARP:  Bruce Sharp.  I had a question about the workbook.  Do people filling out the workbook declare whether or not they have a contract?


MR. LYLE:  Well, one of the things that we asked people is what type of consumer they are, but we did not -- one of the concerns we had is we wanted to get people to respond to the provisions, and you can see there are a lot of questions related to provisions.


So as we were thinking about the balance of questions, we decided not to pursue in detail how much electricity they used, how much natural gas they used, whether they had had contracts, when those contracts were.


We had drafted those initial questions, but when we looked at the size of the workbook when we had those questions in, we just felt it was too big to be able to have people get through to the end, and so we ended up focusing primarily on just the provisions.


MR. SHARP:  Okay, thanks.


MR. DADSON:  If I can remind people -- and certainly Bruce did it -- but when you ask a question if you could please state your name and also identify the organization that you represent.


MR. LYLE:  Yes.  One thing I would just flag is in the focus groups, as I noted when we reviewed that, we in focus groups made sure that we recruited groups that were focused on particular types of contract holders to make sure that we had people that had electricity contracts.  We had people with natural gas contracts.  We had people that stopped having contracts.  We had people with new contracts, which was not an easy thing to do, and some of those groups were more successful than others, honestly.


But overall what we found was a very similar result in the focus groups regardless of what type of person we had in the room.


The theory of the act seems to work.  It is the practice where the issues came up, which we will get to next.


MS. BHANJI:  Zee Bhanji, Low-Income Energy Network.  I have a question, slide 14.  I am curious about the "other" category.  What were some of the responses in "other", the 13 percent at the bottom?


MR. LYLE:  Right.  Do you have that handy?


MR. LOCKHART:  We don't have that handy, but generally speaking they would be less than 1 percent, in terms of responses, so when there's nothing -- I mean, if it is like a half percent or one person, we generally put those together in that category.


Certainly we can pull out that verbatim at a later point when we file our full report with the OEB, so that will be identified.


MR. LYLE:  Right.  You can see that -- if you look right above the "other", you can see that we've got categories as small as 1 percent.  So they're a grab bag.  There is no theme there.  Otherwise we would have put it above.


MR. SMALL:  Jordan Small, Planet Energy.  What we were talking about before, just to qualify, because the group was not random but wasn't outlined as to what was -- what their makeup was, would you consider this as statistically relevant group, given its very small sample size and the fact that it was hand-selected?


MR. LYLE:  Well, they weren't -- so they're not hand-selected, and it is actually a pretty big sample size, but what they are is --


MR. SMALL:  In the focus group.


MR. LYLE:  Oh, in the focus group?


MR. SMALL:  Yes.


MR. LYLE:  Well, in the focus group they were randomly recruited from the list you guys provided us.  So in the focus group we have random selection, but the problem is, is that the group discussion part itself has an impact, potentially, on how people respond.


So neither the workbook nor the focus groups provide results that we can generalize to the broader public.  We can't say that on average 65 percent of Ontarians would say that the government did a good job particular -- on this particular objective that we're seeing right here.


But what we saw from two different qualitative processes, that both those processes had a clear majority, saying that Ontarians felt that the government was going in the right direction, in terms of the objectives.


So when you have two separate qualitative processes, both of which provide a clear indication of general support for something, you can feel comfortable that there is general support.


How much support, how intense that support is, we can't say based on a qualitative exercise.


MR. SMALL:  Yes.  You'd mentioned that you were surprised at that outcome.


MR. LYLE:  Right.


MR. SMALL:  But you'd also mentioned that the general pool, especially in the focus group, were consisting of a large group of people that had little to no knowledge on the ECPA.


MR. LYLE:  Right.


MR. SMALL:  Now, given their lack of knowledge on the ECPA, I am a little confused as to the surprising support or having a general overall view of no change or no recommendations, because if -- and as you said, once they got that workbook ahead of time, they wished they had that knowledge a bit ahead of time.


Now, if you're dealing with a party that has no knowledge whatsoever on something, would you again, statistically speaking, think that is relevant because they're just now getting educated for the first time?


MR. LYLE:  Well, this is really getting into the whole theory of deliberative research, where you go into an area where people don't know a lot and you provide them with information.


So one of the things that we did before be rolled the workbook out is we actually tested it with the public.  And the questions that we had about the workbook was:  Did it answer the questions -- did it give you the information you felt you needed in order to provide answers to the questions about the policy?  Right?


And they had a chance to say:  No, there is other things I want to see, there is other information I want.


We asked was it too technical or was it accessible to them, and, I mean, one of the things that I think worked pretty well is the introduction, because it was tested ahead of time.


So people that went through the process said:  While I'm not an expert, I felt I knew enough to provide my general perspective on whether this is doing a good job or not in terms of meeting that objective.


Now, we didn't ask them:  Does it work in practice?  Right?  We just asked them:  As a policy, and as a citizen who the government is responsible to, is this policy heading in the right direction for you or not?  Right?  Do you think it is the wrong sort of policy?


So they're saying, generally, as citizens, that they think it is headed in the right direction.


You may well have -- in the next section when we look at whether it works in practice or not, you might have information that would be useful to the process.  And there may also be a point of view that you feel we didn't share in the workbook that would be important for the public to consider.  And that would be pretty important for you to share with the group.


MR. SMALL:  I appreciate that.  I think you perfectly answered everything.  Thank you.

MS. BHANJI:  Zee Bhanji, Low-Income Energy Network.


One of the things that we're curious about is:  Did anyone talk about the issue of gift cards, the practice of gift cards being given to people as an incentive to sign a contract?


MR. LOCKHART:  In the focus group, yes, people did cite that there were gift cards as some of the -- they were approached with gift cards.


MS. BHANJI:  Because one of the issues that we're having is a lot of the low income people were signing the contracts because they were being given gift cards or some sort of a credit, and so they were lured into this.


And we were concerned about that practice.  So were there any negative concerns about that?

MR. LOCKHART:  From the focus groups, I mean, yes, some people were concerned about that.  But in many cases, they were happy to have a contract, and if it came with a gift card or something else free, in some cases they were quite happy with that as well.

MR. LYLE:  Go ahead.

MR. JANIGAN:  Michael Janigan, the Vulnerable Energy Consumers Coalition.

Was there any information presented to either the focus groups or the individuals that completed the survey concerning the overall effectiveness of the retailer contract system in its entirety?


For example, Professor Dewees has presented in his papers a comparison between those that have stayed on with the utilities or have gone with -- either the standard contract and those that have gone with the retailers.  And it seems to be overwhelming those that stayed with the utilities or went with a standard contract have been better off.


Was that information available to anyone that filled out those questionnaires?

MR. LYLE:  No.  No.  And we weren't asking:  Is the market a good idea or not?  We were looking at our -- do the provisions of the act provide the protection you would expect consumers to have?

MR. JANIGAN:  Okay.

MR. LYLE:  That would be a whole other thing, but I think Don will speak to that later on.


All right.  So any other questions before I move on to the experience and practice?

Okay.  So when we looked at the experience and practice, we did this using a survey.  And in part of this -- this is something that also came up in the course of the discussion in the focus groups.


So when we actually get to the sales experience, the door-to-door experience, I'm going to pass it over to Jason because he was more involved in the focus groups and he can provide more information about that.


But the random telephone survey was -- included 1,500 interviews, in terms of the residential interviews.  And then when we did the -- sorry, the -- when we did the non-residential survey, we did another 428.  So there's about 2,000 interviews in total between the two studies.


The sample of the residents was drawn from people that had an energy contract signed since January 2011, those who cancelled or let their contracts expire since January 2014, and a sample of people from the general public, some of whom, it turned out, had contracts, but we didn't know that initially.


In each case, the sample was random and completed by telephone.  Through that process, we identified a fourth group, which is unaware contract holders, people who -- our information was that they had a contract, but who did not believe they had a contract.  And we will identify that shortly.


Only one individual in a household was able to complete the survey and we asked for an individual who was responsible for paying their energy bills.  In some cases, that is a shared responsibility.


One thing to bear in mind here on the bottom of page 19, as we look at some of the more detailed results as we're going along, is that we had 742 current contract holders, 154 former contract holders, 252 who were actually what we call the unaware contract holders -- so people that our list told us that they had a contract but who didn't believe they did -- 371 in the general public who did not hold contracts.

So the margin of errors vary for those groups, anywhere from 3.6 percent to 7.9 percent, but in this case margin of errors do apply.


So you can see here when we looked at the sample, 10 percent of the sample were former contract holders, almost half were current contract holders.  And when we look at the nature of their contracts, following up on the question earlier about the mix, on the electricity side -- or, sorry, on the former contract holders, 35 percent were electricity only, 29 percent natural gas only, and 36 percent were both.


So in both cases, we had more than half the sample of the former contract holders having experience with the commodity.


And for the current contract holders, 31 percent were electricity only, 18 percent natural gas only, and 51 percent were both.


MS. GIRVAN:  Julie Girvan, Consumers Council of Canada.


Can you go back to that -- thank you -- that slide?  The 17 percent of the unaware, is that unaware contract holders?

MR. LYLE:  Right.


MS. GIRVAN:  Is the breakout between natural gas and electricity down below?  Is that -- what's the breakout of that one?

MR. LYLE:  Oh, among the unaware?


MS. GIRVAN:  Yes.


MR. LYLE:  I don't know.  That is what we want to know, if we did this.  You don't have your computer with you?

MR. LOCKHART:  No.


MR. LYLE:  What we will do is I will get Jason to send an e-mail back to the office and get someone to give us the number while we're moving forward on the other –-


MS. GIRVAN:  Okay.  Thank you.


MR. LOCKHART:  Just to confirm, it was:  What is the breakdown on the unaware contract holders?


MR. LYLE:  Yes.  How many are electricity, how many are gas only, and how many are both.


MR. LOCKHART:  Right.  Okay.


MR. LYLE:  So this gives you a sense of where we found the unaware contract holders.  And in the residential survey, they were similar levels in terms of current contract holders and former contract holders.


So one of the things that I was wondering about when these things started to appear, or this finding started to develop when we were doing the focus groups, was whether we might see more than them on the former contract holders who were just forgetting, because, you know, over three or four years maybe you do forget.


But we saw this just as much with the current holders as with the former holders, roughly 30 percent.

So that in and of itself is probably a finding you want to discuss amongst yourselves.


MR. LOCKHART:  And just to add to that, 52 percent of our former contract holders still believe they're under contract as well.  And 27 percent don't see that the -- don't recognize they have been under a contract for at least three years.


MR. LYLE:  Right.  Now, it is possible that of that 52 percent of the former contract holders that think they're current contract holders, some renewed since we got the list.  That is entirely possible.


But it is unlikely that half of them renewed.  We just can't say for sure how many are in each category.


One of the things to bear in mind for the survey, we can't tell someone who tells us they don't have a contract, But we need you to respond like you had one, and we can't tell someone who insists they still have a contract that, You must respond like you didn't have one, right?  We have to take them the way they present themselves to us in terms of how we ask the questions.  So bear that in mind.


That means that half the people that we thought were former contract holders completed the survey like they had a contract, and many of them may well have a contract, because they may have been renewed or approached by others since we received the list.


In a non-residential survey it is a smaller sample, 428 people, 176 who have current contracts, 33 who had former contracts but expired, and 219 businesses who were not -- who did not come from our list.


The margin of error for the former contracts is very large, and so you won't see us emphasizing a lot of that as we go along.


Now, in the surveys that we sent around, the decks that we sent around on Friday, we provided the full results of both the business and -- or, not business, the non-residential, because it includes voluntary organizations and churches and all sorts of different groups.


But because the non-residential survey basically provides the same results as the residential, we're going to present the residential findings, but again, the pattern is the same across the two, and you have the non-residential findings from the mailing on Friday and in the back of the room.


So again, when we looked at the non-residential, we've ended up with, among the retail contract holders, 40 percent who are electricity only, 14 percent natural gas only, and 46 percent both.  So again, about half the sample had natural gas experience -- actually, a little over that.


When we looked at the former contract holders, although it is a small sample, 42 were electricity only, 27 natural gas only, and 30 percent both.


Again, when we looked at the business we found a similar finding in terms of businesses being unaware that they were on contract.  27 percent of the current contract holders said that they were not aware that they were on a contract.  37 percent of the former contract holders were unaware that they were not on a contract.


Now, in some cases here -- because it's a business -- it is possible that there was turnover in staff and that the new staff weren't briefed by the old staff and the bills just kept coming in and they just got paid.  So this is less surprising, arguably, among the businesses than it is among the public, but you would still -- it was at a level that we weren't anticipating when we got into this study.


The other thing that, again, is interesting is that, among the people we thought were former contract holders, 49 percent say that they still have a contract.  Whether that is because they don't know their old contract expired or because they renewed and got a new one, we can't say for sure.


In terms of the survey itself, you can see the survey, because the way we laid out the results was in the order of the questions.  So all the questions and the order of them are laid out in the report decks, but you can see we started with the screening questions to identify what contracts they were in.


We did a knowledge profile, and we'll show you those numbers shortly, but basically how much people knew about finance, how much people knew about retail energy markets.  We asked an energy segmentation question, and then we got into, for people that were former contract holders, the cancellation journey, current contract holders, their contract journey, and non-contract holders, we asked them about their experience with the retail sales process, and then we did attitudes and demographics at the end of the survey.


All right.  So three tests, as I mentioned before.  First test is, are consumers satisfied with their contracts?  The first question, just to share with you, is we asked people whether they liked having the opportunity to enter into an electricity or natural gas contract if they want one.


Overall, if you take a look at it, it is very clear that people that currently have contracts are people that like being able to choose.  Just having that ability to choose is something they find is a big benefit.  Former contract holders, not so excited about it.  And unaware contract holders or non-contract holders are divided on whether they think they like having a choice or not like having a choice.


So the gist of this, from my perspective, is that people who like having the choice are more likely to find these contracts than people that don't like having a choice, for what it is worth.


So how satisfied are you with your current contract?  People that had electricity contracts, 69 percent said that they were satisfied, 27 percent dissatisfied.  People that have current natural gas contracts, 78 percent satisfied, 18 percent dissatisfied.


So overall people that have contracts seem to be happy with them.  Why did they enter into these contracts?  For electricity, 51 percent saved money, 13 percent keep the bills stable, 12 percent, they thought they wanted to lock in before a rate increase.  Everything else was in single digits.


The same pattern with natural gas.  52 percent saved money, 18 percent keep bills stable, and 16 percent locked in before a rate increase.


We asked it a different way.  Instead of just asking what was the most important reason, we gave them a list of reasons that we heard in the focus-group discussion to see which ones seemed to matter most for people.  So we reinforce again that people are entering these contracts to save money.


This is for electricity.  We'll do natural gas next.  To keep my electricity bills more stable, 65 percent say that is a very important reason.  22, somewhat important.


To lock into a fixed price before a possible electricity rate increase, 58 percent said that was very important.


To avoid time-of-use pricing, 48 percent said that is important.  To ensure my electricity comes from an environmentally friendly source of electricity, 38 percent said that was important, very important.


To avoid paying into the government regulated electricity system.  I didn't -- this is one that came straight out of the focus groups.  We didn't see this one coming.  And 51 percent say that is important to them.  They're basically so mad at the system that they want out, and this was their way of doing that.


I thought I had to enter into a contract to continue to receive electricity.  This is obviously not a good thing.  19 percent said that that was a very important reason.


And I felt pressure to sign the contract, 13 percent said this was a very important reason.


So just going back a slide, feeling pressured was 4 percent for the current electricity contract, 3 percent for the current natural gas contract.  So you will see later on that there is quite a lot of concern about aggressive sales techniques.  Relatively speaking, in terms of people actually signing contracts, feeling pressured is a relatively small reason.


Now, if we look at natural gas contracts, same basic story.  Saving money, 79 percent, very important.  Keep my bills more stable, 64.  Locked into a fixed price before a possible increase, 16 percent.  I thought I had to enter to continue to receive natural gas, 18 percent said that was very important.  And I felt pressured, 12 percent said very important.  So pretty similar to the electricity finding.


From what you can tell, are you saving money on your current electricity contract, and are you saving money under your current natural gas contract?   People with contracts, the majority believe they're saving money.  30 percent say that they're not for electricity and 26 percent say that they're not for current natural gas contracts.


This is critical to understanding whether people are happy or not.  So people that say that they're not saving money for either natural gas or for electricity are unhappy with their contracts.  People who think they are saving money are happy with their contracts.  People who don't know are happy too.  I will leave you to figure out what you think that means.


So when we looked at former contracts, what we found is that people that used to have a contract and don't have one now were unhappy with their contracts, and they got out of them, right?  So people in contracts are happy.  People that don't renew their contracts are unhappy.  Nothing wrong with that.  That's sort of what you expect in these things.


Did you cancel it, like, did you make an actual effort to cancel it, or did you just not renew?  47 percent did not renew among electricity, while 43 percent cancelled.  For natural gas, 37 percent cancelled, 51 percent did not renew.  Fairly similar.  A little closer with electricity than with gas.


Why did you cancel it?  High costs is the number-one concern.  Change resident and dishonesty are two and three.  The order varies depending on whether it is natural gas or electricity.


Then we get a mixed bag of other things, like no savings, extra charges, change providers on the electricity side, and unsatisfied with contract, change provider, bad customer service, extra charges on natural gas.


So people get into it for saving money and they get out of it because they're not saving money.


So if we put it all together, contract holders like having choice in energy markets far more than non-contract holders.  Current contract holders are satisfied.  Former contract holders are generally dissatisfied.  Both current and former contract holders engage in those contracts primarily to save money.  A majority of current contract holders believe they are saving money.  A majority of former contract holders believe their money -- it costs more money than if they hadn't had one.


That all make sense?


All right.  So, Jason, you want to pick up the sales experience?


MR. LOCKHART:  Yes.  Thanks, Greg.  So I am going to talk a little bit about the actual experience that consumers went through.


There we go.  So we want to know off the top how people are actually being engaged in retail markets.  And we asked current contract holders, thinking about their last contract:  How were you engaged?  Were you approached by somebody, or did you actually seek it out?


We found 23 percent of people sought out their last contract, and these would have been people who are post-ECPA contract holders.


74, three quarters, were actually approached by contract holders.


We also asked the former contract holders and the unaware contract holders and non-contract holders whether or not or how they were engaged, and if they had been engaged.


So among those that had been engaged in retail markets, for the most part these people are being approached by a retailer.


We wanted to know about that experience, though.  And how we asked this question is we looked at:  When you think of your experience with the retail energy contractor -- and again, this is among people who have had an experience with energy retail markets.  We asked them:  How would you compare that experience to those of other retailers, such as cable, telephone, banks and insurance companies?


What we find is, I mean, pretty much of a mixed bag here.  I mean, when we look at the former contract holders, 44 percent say the experience they had with an energy retailer is pretty typical of the experience they would have with other sales people, versus 42 percent who say it was worse than the experience they had.


Less so with the unaware contract holders, 43 percent saying it is typical, 38 percent saying it was a worse experience than the typical experience they would have with other sales people.


With the non-contract holders -- again, people who had been engaged by an energy retail marketer -- almost half, 49 percent, said the experience was actually worse than compared to some of the other experiences, versus 33 percent that say it is actually quite typical.


When we look at the business, it is pretty -- it's similar to this but not quite as bad.  I think you have a bit more balance on non-contract holders in the business environment who have been engaged.


It's less intensity on that worse experience, and that is just there.


So amongst those who felt they had a worse experience when dealing in a retail market, what were they citing?  For the most part, they're citing aggressive sales tactics.  And I looked through what, exactly, that, verbatim, meant to them.


In many cases, this meant pressure to sign a contract.  They felt in some cases there was -- you better lock in now before rates go up.  I mean, these are some of the aggressive sales tactics, as we coded them.


In some cases, people just generally felt having somebody -- and this applies to people who are engaged through a door-to-door process –- just having someone uninvited on their front step trying to sell them something was an uncomfortable experience, which they would classify as aggressive from their experience.


Also cited by some of the various groups here are, you know, what they felt was dishonesty or a mistrust with the sales representative, insufficient or unclear information.  And those were pretty much the biggest concerns with the people who felt the experience wasn't as good.


So when we asked people to think back -- and again, these are people who have been engaged -- how were you engaged, thinking back to the most recent sales contract, what we find here is it is largely or predominantly still a door-to-door experience.  It varies between some of the various groups that we look at.


And interestingly, one of the differences between the groups, when we look at current contract holders, I mean, 10 percent of them were engaged by a friend or family member, which we don't see in either the -- as much as with some of the other groups, including former contract holders, unaware contract holders, and of course non-contract holders.


But again, for the most part many of these people, their last experience with a retail salesperson was at the door.


So what was the purpose of that sales call?  That is something we followed up and asked people when they were approached at the door.  Again, these are people who are approached, but approached at the door.  What was the purpose of that sales call or the purpose of that visit?


I mean, for the most part, a large plurality of people saying it was to sign a contract.  This is what it was all about.


But interestingly, one of the things that we do note here -- and I have just identified them by circling here -- anywhere from 5 to 10 percent of people feel that when they were last engaged by a representative of a retailer, that they were either from the government or from a utility.  And again, that was their interpretation of the person who came to the door.  And again, that is about five to 10 percent from what we see.


We also asked people who go through some of the provisions on the ECPA, particularly the ID badge and also the business card delivery.


And for that, we asked people if they definitely -- in dark blue -- probably but not sure, can't remember or definitely did not happen when we asked them.


So when we asked people if the salesperson wore an ID badge with their name and a photo, I mean, clearly that current contract holder group, 79 percent said that definitely happened, with 7 percent saying -- and only 2 percent saying that definitely did not happen.


Again, when we recruited a lot of these people, we tried to get the most recent people who would have the greatest recollection or memory of that.  I mean, there are some people who have, perhaps, contracts that are three years old.  And of course going back three years to think about:  Oh, what exactly happened there -- I mean, so there's going to be some recall issues, but for the most part I think over a third, at least, had their contracts actually signed since January 1st, 2014.


So there is a recall issue here, but it's one thing that we wanted to look at.


Did the salesperson provide a business card that clearly identified who they were and the company that they are working for?  Not quite as high a certainty as we see in that photo ID badge.  Certainly, I am looking at the current contract holders, though.  I mean, there is only 12 percent of that group that definitely did not happen.


Looking at some of the other -- again, those two instances where that door-to-door sales experience -- when we look at the next two, we asked everybody in that who had an experience, regardless if it was door-to-door or not, about the disclosure statement and the price comparison.


So we asked people:  Were you provided with a disclosure statement containing general plain language information about your energy contracts?  58 percent of contract holders said yes, that certainly happened, 12 percent said it probably happened but couldn't quite remember, 18 percent couldn't remember, and 9 percent felt that definitely did not happen when they were engaged.


When we look at the price comparison, more people actually said that definitely happened.  And certainly I'm looking at the current contract holders.  Seven in ten said that definitely happened, another 9 percent said it probably happened, 10 percent couldn't remember, and 10 percent said it definitely did not happen.


So, I mean, for the most part when we look at these slides -- yes?


MS. FRASER: Marion Fraser representing BOMA, Toronto.


In these two charts, the unaware contract holders kind of piqued my interest.  36 percent thought they were signing a contract, and yet they're unaware they had a contract?  Or...


MR. LYLE:  Right.  So what we did is we asked unaware contract holders about the last time a sales person approached them.  And so what was the reason those people approached them?  They said:  Oh, well, to sign a contract.  And that's good.  Right?  Because that's -- you know, that's what we would expect.


If you're following the ECPA, someone should say:  Well, to sign a contract.  Because that is what it was about.


Some of these other things are less clear.  Offer savings?  Okay.  That's perfectly legit.  See my bill?  Well, it sort of depends on how you approach that.  Right?  Not necessarily ECPA, but more a few little alarm bells going off.


But you know when they think they're from the utility or when they're from the government or OEB, that is against the act.  Right?


Now, that is someone's perception; that is not necessarily what the salesperson really did.


On the other one, if you look at the ID badge and the business card, the ID badge, that finding says basically that this looks like it is something that is generally being followed.  But -- and insofar as there is a recall issue, it would apply equally to a badge and a business card.


So when we look at the two results, it is pretty clear that people are not sharing business cards to the same degree they're wearing badges.  So there's some -- there's a drop-off between those two behaviours.


When you look at the disclosure statement and the price comparison, those are a little bit more complicated, because you have to get into a certain level of discussion before you would expect to see a price comparison, and even further along before you would expect to see a disclosure statement.


So the fact that 9 percent of people with contracts say they are certain they didn't see a disclosure statement is a little bit of concern, right?  There may be some mis-remembering, but it's a little bit of concern.


It's similar, 10 percent of people with contracts say they definitely don't feel they were given a price comparison.  Again, that is, you know, it is a little alarm bell, but there could be some mis-remembering.


The fact that 31 percent of former contract holders are certain that they never saw a disclosure statement, right, well, it's possible that some of that is because it was quite a long time ago, and some of that was -- it could be because it was pre-ECPA.


So as we look at these things, the one thing we can say for sure, though, is that people are less likely -- who had a contract, less likely to remember that they had a disclosure statement and a price comparison.  So that is suggesting that there may not be as good a job as providing that disclosure statement as there is on the price comparison.


MS. FRASER:  Yes.  The unaware contract holders, they knew that that sales person was there to get them to sign a contract.


MR. LYLE:  Right.


MS. FRASER:  And they think they didn't sign a contract --


MR. LYLE:  Right.


MS. FRASER:  -- and yet they did.


MR. LYLE:  Right.


MS. FRASER:  That is a pretty significant finding, don't you think?


MR. LYLE:  Yes.  Although this they may not be reporting on the actual sales visit that resulted in the contract, because they didn't know they had a contract, so they don't really know what sales visit resulted in that.


MR. LOCKHART:  They're thinking back to their most recent experience with the retailer.


MS. FRASER:  Okay.


MR. LYLE:  And there was -- I mean, in some of the focus groups, I mean, we would have people in the room that brought their bill with them, right?  And, you know, they were recruited because they had a contract.  And so you would have someone, and in the workbook we show where you see the contract -- the company with which you have the contract.  So someone is looking at the bill, sees the name of the person or the company that they have the contract with, and still doesn't get that they have a contract.


MR. LOCKHART:  I mean, there's certainly a lot of confusion, I mean, having done some of the focus groups here, I mean, yeah, there was that experience exactly, where people would bring in their bills.  They would see where exactly they would have a contract.  They would look at their bill, they would look at the workbook, and, I mean, there was just a lot of confusion, and, I mean, I may have helped them out and sorted it out, and saying, Yes, you actually are under contract.  You don't have a contract with your LDC.  You have a contract with the retailer, and this is where it is identified here on your bill.

MS. FRASER:  Thank you.


MR. LOCKHART:  So just in summary on kind of that sales experience, very much at the high level, you know, a large minority are expressing some kind of concern, particularly at the door.  I mean, we have a large minority of people saying, you know, I have concerns with the actual experiences, and as you know, it was worse off than some of the experiences I have had in some other sales experiences as well.

Those concerns, I mean, as we just mentioned, I mean, some of them had cited aggressive sales tactics, dishonesty, and insufficient information as to why they felt that experience with an energy retailer was worse than experienced with some other sales people they have had experiences with.


Respondents believe that between 5 and 10 percent of the visits, the sales agents actually were representing a utility or a government agency, or government, for that matter.


And on identification, it appears that the badge requirement is being respected more than the business-card requirement, just as we discussed a moment ago, and when it comes to -- when it comes to the disclosure statement and price comparison form, fewer respondents -- and even among the contract holders -- recall receiving that disclosure statement when compared to the price comparison form.


So I am going to pass it over to Greg at this point, and he's going to take us through the end of the practical.


MR. LYLE:  So Don did an initial literature review.  We added to that to identify -- to find out what the literature tells us about groups that could be vulnerable, and that was reinforced with some of the stakeholder discussions that we had prior to putting together the workbook.


When we designed the survey, one of the things we did within the survey is we asked questions that would allow us to segment out the groups of people that potentially are most at risk of being ill-served in a market.


So the first issue that we looked at was language barriers, and you need to bear in mind that everything we did was -- in English?  Was any of it in French?


MR. LOCKHART:  The survey was all conducted in English.


MR. LYLE:  Right.  So everything -- everything was in English.  There was no Chinese interviews in Markham or anything like that, right?


And what you see here, we've expressed this from the percentage who said that they have no problems, but it is more interesting if we look at it from the percentages that do have problems.


So people that don't have contracts, only 5 percent of the people in our survey said that they had any difficulty at all in English.


Three times as many of the people that are unaware contract holders had problems in English.  Right?  So it's not the cause of all the unaware contract holders, but it's pretty clear that there's a language story to a limited degree in terms of those unaware contract holders.


Also, if you look at current and former contract holders, they're twice as likely to experience trouble in English as non-contract holders.


And so if you believe there is any misperception going on, if there is misperception, language may be contributing to that.


We looked at economic vulnerability two ways.  On the top of the screen we're looking at self-perceived economic vulnerabilities.  So we asked people to agree/disagree "the cost of my energy bills have a major impacts on my finances and require I do without some other major priorities".  And you can see here that people with contracts feel much more vulnerable than people without contracts.


Similarly, we actually did it based on income down below, and we broke it into roughly three equal groups:  A lower income group under 40, a mid-income group from 40 to 100, and over 100.  And you can see non-contract holders tend to be people that are better off, and, particularly interesting, the unaware contract holders are the most likely to be under 40k.  Right?  So people that are economically vulnerable, measured in terms of income, the people that are unaware are the most likely to be low-income.


But if we look at it from self-perceived economic vulnerability, that's not the story for the unaware contract holders.  The people that perceive themselves most economically vulnerable are the ones most likely to be current contract holders.


And so this is consistent with the fact that people are looking for savings, right?  They want to find savings, and who are the people that have the greatest motivation to find savings?  They're the ones that are actually signing current contracts.


Now, one of the concerns in the literature was that people who are economically vulnerable might have issues in being pulled into bundled contracts.  And what we see here is that when we asked the question of perceived vulnerability, that there is no real difference between those that agree or disagree that they're economically vulnerable with whether they're being -- whether they're involved in contracts that are bundled contracts.


So the literature identified cases in Europe, for instance, where there would be people that, because they couldn't afford to buy a new energy efficient appliance, would sign a contract where they were given that appliance as part of the contract because they can afford the monthly bills more easily than they can afford the capital expense.


We don't see that happening here.  That is not necessarily a bad thing either, but it can be potentially a bad thing.  It is just not happening here, not that we see.


Cognitive assessment, so this is a whole complicated thing.  We've done quite a bit of work on it in the past.  And what we did is that we took two items that may not make the most sense to you out of a much more complicated scale to look for an indicator of whether or not there was an issue of people that were cognitively challenged being in some way taken advantage of here.


What you can see is that it is true that people who don't have contracts have slightly higher scores on this, and there is some statistical significance in the finding with the unaware contract holders versus the non-contract holders.


But you will see later on a much more dramatic slide, where you see a much bigger difference.  So there is a little something going on here in terms of cognitive mobilization, but it is not a huge thing.


So the issue of particularly -- we all know stories of particularly vulnerable people where contracts were entered into that probably shouldn't have.  We heard many of those when we were doing one-on-one interviews and things like that, but as a general practice across the board we're not seeing a huge difference.


Now, on education, we see something similar to income.  And this may -- in actual fact, because income and education are closely correlated, the income effect we saw earlier might actually be an education effect.  And that is, when we look at the unaware contract holders, we see 40 percent of them are high school or less, versus only 25 percent among the non-contract holders.


So low levels of education do seem, certainly, to be contributing to the unaware contract holder story.

When we look at the main knowledge, general knowledge of financial information and general knowledge of energy markets, when we look at financial information we see some pretty dramatic results.  So people that do not have contracts are a lot more comfortable dealing with financial information than people that do have contracts, who are just a little bit more comfortable than people that used to have contracts, who are a lot more comfortable than the people that didn't know they have a contract.


So this is pretty dramatic; 61 to 37.  This is really suggesting that there is a financial literacy issue that may be contributing to this unaware contract holder phenomenon.


This is less about energy literacy.  Right?  People who have contracts and people who don't have contracts are virtually identical in their comfort in dealing with retailer energy markets, but people that are unaware contract holders have lower awareness on this than others.


But if you look at the difference between knowledge of energy markets and knowledge of financial information, knowledge of financial information is much more dramatic than energy markets.


So that is a bit of a challenge.  When you think of it from an OEB perspective, the type of literacy that looks like it will make a difference isn't specifically energy literacy, but economic literacy, financial literacy.


It becomes even more clear on this slide.  We asked about five different contracts that people could enter into and asked how comfortable they were with each, and then we created an index of that.


What you can see is these unaware contract holders just don't know much about contracts.  Right?  So it's not just any type of financial literacy; it is contract literacy.  And that potentially could have benefits right across an individual's financial life in terms of raising their awareness here.


Now, what is interesting is that people who have contracts are much more comfortable with contracts than people who don't.  Right?  So in this case, it may be, for people that are wearing a retailer hat, that one of the challenges that you have in terms of getting people to do contracts is their lack of comfort with any contract.

So then when we look at the question of:  How familiar are you specifically with energy contracts, you can see the people that have contracts feel more comfortable with them than people that don't, but that the non-aware, the unaware contract holders are the least familiar with energy contracts.  So again, this is, again, reinforcing this general contract literacy issue with that particular group of people.

So if we just sort of sum this all up, if we take a look at it, on language barriers we're seeing something going on.  It is not a huge thing, but there is clearly something happening.

On economic vulnerability, again, we see, particularly among the people that are unaware that they're in contracts, something going on.  But we don't see the concern in the literature about the bundling as a tool that may actually hurt lower-income people as something that is happening here.


Cognitive assessment, again, we're seeing a little something, particularly among the unaware contract people.


General financial knowledge, again, we see a real story there.  I think we have actually reversed these to Jason.  So general financial knowledge and energy knowledge are both sort of orange.  It is the contract literacy that is the red.


And that is it for us.  That's our story of what we found, in terms of both in theory and in practice, what people are looking for.

MR. DADSON:  Greg, I suspect we have a number of questions.  We have just under half an hour for you to consider questions.  We may have someone on the line eventually; we don't have any yet.  But maybe in order to bring some discipline to a question, why don't we start at the back of the room?  And I will leave it for you to identify people since you can see them better than I can, but start at the back of the room and work our way forward, and then we can go through the cycle again.


MR. LYLE:  Anybody in those back chairs that has a question?


Okay.  Moving up, anyone in the last row that has a question?

Okay.  So how about the third-to-last row there?  Anyone there?

MS. BHANJI:  Zee from LIEN.


Did any of the economically vulnerable people that had contracts or used to have contracts mention anything about being able to get them dissolved?  Were they asked a question about that?

MR. LYLE:  Well, we asked people that had a contract -- that used to have a contract and no longer have one, whether they cancelled it or whether they just didn't renew, but I don't know by income how that -- what the story is there.

Because one of the things that we have found is some of the energy retailers actually allow low-income people out of their contracts, but it is at their discretion because it is not mandatory.


So I was curious if any of them had mentioned they were able to get out of their contracts without having to pay some sort of termination fee.

MR. LYLE:  Right.  Well, I mean, one thing that is easy for us to do -- I mean, if you cancel, that is where the fees come in.  If it just expires, there is no fee.


We can take a look at the cross tab and include in a final report whether or not low-income people have a higher or lower incidence of cancel versus just lapsing.

MS. BHANJI:  Yeah.  I am interested about the cancellation, and if the -- if they had to pay a penalty or if the -- at the discretion of the energy retailer were allowed to just break their contract.

MR. LYLE:  Well, so, like -- okay.  I'm not sure that we would know whether or not they had a penalty.  We would just know whether they were more likely to have it lapse versus --


MS. BHANJI:  Because we've had community legal clinics advocate on behalf of vulnerable consumers, who have then been able to get out of their contracts without any penalty fees.


MR. LYLE:  Okay.


MS. BHANJI:  It is not necessarily a practice everywhere.  I would be curious to see how it skews.


MR. LYLE:  Okay.  Well, we will take a look at that incidence, and then we can also look and see whether we can find anything in the open-ended questions.


MS. BHANJI:  Thanks.

MR. LYLE:  Anyone else in that third row?  Okay.


How about the second row?

MR. SMALL:  Jordan Small, Planet Energy.


While I understand the comparison of banks, cable companies and such, do you find comparing energy retailers to the cable companies, banks and insurance companies is statistically relevant, since those services are not automatically provided to them as utility services would be, without choice?

MR. LYLE:  Yes.  It is very hard to make the comparison, but this is -- so what we've done, this is not our first kick at this can.

So the first time I tried to do this I asked:  Overall, what was the experience like?  And got very bad numbers.

But then what I found in qualitative research was when people compared it to other door-to-door processes, it did better.


So, for instance, when I did this in Alberta, the typical number I would get in an Alberta survey is sort of 30 percent saying that it was less than others.


And so we thought we would see how that is here.  So it's -- frankly, from your perspective, the number probably would have been worse if we didn't put it in a comparative perspective.


One of the things I am interested in this is because we're not looking at contracts in the abstract.  Right?  People -- you know, when people look at auto insurance contracts, when people look at mortgage contracts, when people look at lease contracts, things like this, these are all major events in their lives.  They take major financial liabilities.  And people aren't lawyers.  Right?


So as they go through these, I've found in the past it's been much more helpful to understand an experience by able to compare it to comparable experiences.  And so the reason we picked those was because they also have major financial circumstances, and they're also dealing with this very difficult legal language.  Right?


I mean, try and understand your credit card agreement.  Right?  I don't try.

MR. SMALL:  Okay.  Thank you.

MR. LYLE:  All right.  How about anyone in the first row?


MR. DADSON:  You weren't here.  You have to push your button.


MR. DEWEES:  I have a response, not a question.

On the issue of cancellations and cancellation fees, if you look at the deck, the Ontario Energy Board deck, "ECPA Review - Market Activity and Summary of Submissions," if you look in there, there are a couple of slides, one for gas and one for electricity.


So on slide 22 it is titled "cancelled gas contracts, cancellation fees, charged and not charged", and that shows for each of five years 100 percent -- this is looking at only contracts that were cancelled, and post-ECPA the, I guess it is purple line, shows of those cancellations a substantial majority the fees were not chargeable.  So they were cancelled, and under the ECPA they could not collect any fee.


And then down at low levels in the green and pumpkin colour are -- the green is fees chargeable and not charged, and there's a small number of those.  But it is sort of in the same ballpark as the fees chargeable and charged.


So it looks as if, of all the contracts that are cancelled, only less than 5 percent in the case of gas result in cancellation fees being charged.


And then if you move to slide 34, this is the electricity contracts.  And you see essentially the same pattern here.  Post-ECPA, the purple shows over 70 percent of cancelled contracts, no fees are chargeable, and roughly equal percentages of fees chargeable and not charged in green, fees chargeable and charged in the pumpkin.


So in electricity, as with gas, it appears that at least post-ECPA not very much is being charged in the way of fees.  And even if, looking at that one, at the pre-ECPA 2009/2010, the green line shows a vast majority of fees are chargeable, but not charged.  So that may help with your question.


MR. LYLE:  All right.  So let me just throw it out to the whole room just before we pack it up and hand it over to Don.  Any further questions from anyone in the room?  Yes.


MS. KHAN:  This is Afreen Khan with the Electricity Distributors Association.


So when you were doing your presentation, there was a section where you talked about one of the main reasons why people signed up for contracts was for cost savings.


MR. LYLE:  Right.


MS. KHAN:  And then you talked about another slide where you showed that the main reason why people did not renew or they cancelled their contracts was because they did not see those savings.


MR. LYLE:  Yes.


MS. KHAN:  So the people who are current contract holders who signed up with the idea or with the understanding that they were going to see cost savings, was the question asked if they actually saw those cost savings?


MR. LYLE:  Yes.  And they think -- sorry, it is right here, isn't it?  So they think they're saving money.  52 percent of people in electricity contracts and 53 percent of people in natural gas contracts believe they are saving money.


MS. KHAN:  Were they provided any -- and this is a survey versus, like, one of those sessions or --


MR. LYLE:  Right.  This is a telephone survey.


MS. KHAN:  This is a telephone survey.  Okay.  Okay.  Then that's fine.  The second question would have not worked.  Thank you.


MR. LYLE:  Last call.


MR. DADSON:  Greg, we have no questions online.


MS. LYLE:  Okay.  Great.


MR. DADSON:  No questions online.  So I think, Greg, with that, we will take a -- how about if we take a 20-minute break, we come back at a quarter to 10:00, and -- or quarter to 11:00, rather, and hear from Don Dewees, Professor Dewees.  Thank you.

--- Recess taken at 10:29 a.m.
--- On resuming at 10:48 a.m.


MR. DADSON:  Please take your seats and we will get going.  We are going to get underway again.
ONTARIO'S RETAIL ENERGY SECTOR: MARKET EVOLUTION, MARKET DATA, AND CONSUMER PROTECTION


I am very pleased we have Don Dewees, professor of economics from the University of Toronto who has been assisting us on the project, to make a presentation and share his thoughts regarding the ECPA and market evolution, market data and consumer protection.


I would, if -- I would suggest that we deal with questions for Don in this way.  If you have questions of clarification during the course of Don's presentation, he would be happy to entertain them, but if you have a question or a comment about a theme or an idea you want to share, I would suggest we hold those until the end of Don's presentation.  Thank you very much.


So, Don, over to you.

Presentation by Mr. Dewees:

MR. DEWEES:  Thank you, Aleck.


I am going to talk -- start out with some history.  Most of you are familiar with it, but in case a few aren't, I will be brief on the origin of our energy markets in Ontario.  I will present some data on retail market activity.  I will talk about consumer protection issues.  And then finally I will suggest four different methods for assessing the effectiveness of consumer protection, and review what data we have so far that bears on those.


In doing that -- of course, this is all about low-volume consumers only.  This talk is focussed on residential consumers, just in the interests of time.  I am not going to be talking about the non-residential sector.


And the data I am going to talk about are from the IRG surveys that were done for this review, some of which you have seen, some of the data you have seen already this morning.  Most of the rest is in the various packages that you picked up this morning.  There are also data that the OEB has.  And we sent data requests to -- the OEB sent data requests to suppliers, and I will be talking some about the data that came in there.


The OEB and supplier data are summarized in one of the handouts that you have -- you picked up this morning, the one that says -- the one that I referred to earlier, "ECPA Review - Market Activity and Summary of Submissions."  And of course data from RRR filings.


So the origins of the electricity market.  In 1996, 18 years ago, the MacDonald Committee issued a report recommending competition in generation and retail competition in Ontario for electricity, without saying much about how retail competition would work.


The Market Design Committee, which worked through 1998 into early '99, recommending that the default option for electricity would be passing the spot price to consumers, because of the volatility that was expected in the spot price, the MDC recommended that retail competition be available to all consumers.  There was some expectation that retailers would offer fixed-price contracts for those that didn't want to be exposed to the volatility of the market.


The MDC reports also recommended consumer protection measures for small consumers, and the report said that those recommendations arose out of problems that had arisen with gas marketing during the 1990s.


The report said that the costs of retail competition should not exceed the benefits to consumers -- an economic concept -- and it recommended protecting consumers against fraudulent practices.


On May 1st, 2002 the electricity market opened and the design that was implemented did, in fact, pass the spot price to default consumers.


Retail competition had been enabled, allowing consumers to avoid that price volatility.  Many of you will recall we had a hot, dry summer; high demand, low supply.  In my view, the market worked perfectly.  Under those conditions, the price went up.  Consumption prices and bills were high.  Default consumers experienced the upside of price volatility.  And in November 2002 the government imposed a price cap, which ended up the volatility of default prices.


Since 2005 consumers have paid the regulated price, the RPP, which is based on a forecast of the hourly price plus the GA.  That's adjusted semi-annually.  And for most consumers, most residential consumers now, the RPP is time of use.


If we look at prices, from 2009 through 2013 the RPP price has moved steadily upward.  Semi-annual adjustments, increases were mostly around 5 or 6 percent.  The biggest one was 12 percent.  And there were a couple of small decreases.


The last bullet simply explains the core of the regulated price.  Most of the generation in the province is either regulated or the prices specified in long-term contracts.


The hourly price, the HOEP, is quite variable, and the GA is therefore variable.  It moves in the opposite direction, because the sum of those things over a period of time has to generate enough revenue to pay for the regulated and contracted generation.


So the RPP can be pretty steady, while GA and HOEP are bouncing around underneath it.  And you will see a graph of that later on.


Turning to the gas market, in 1987 the Ontario Energy Board required utilities to study their costs so that rates could be unbundled.


And in the 1990s agents, brokers and marketers began aggregating small consumers and purchasing gas on their behalf.  There was the buy-sell arrangement, and then ABC-T.


During the 1990s the OEB criticized some marketing practices.  In the meantime, the utilities were required to provide default supply and a competitive retail market was encouraged.


1998, the OEB Act required licencing of marketers and the OEB required adherence to a code of conduct.


Looking at the prices for gas, the picture is rather difference from the price for electricity.  The default supply from Enbridge and Union varies with the market price, which of course was the original design for electricity and lasted six months there.  Here, it survived.


So for the period 2006 to 2013, the default prices varied from over 40 cents per cubic metre in early 2006 to below 10 cents in mid-2012.


There have been quarterly increases as large as 35 percent during that period -- that was July of 2008 -- and decreases as big as 31 percent.


Over the period of a little more than a year, from spring of 2008 to the fall of 2009, the default price dropped by two-thirds.


I don't think it is controversial for me to conclude from that that the default price for gas has been rather volatile.  Again, big difference from electricity.


Turning from that to consumer protection, in 2002 the amendments to the OEB Act included a consumer's bill of rights for low-volume consumers and some new consumer protection regulation, which prohibited unfair practices, misleading advertising, written copy of the contract, reaffirmation process, and mandating certain information in the contract.


Consumer complaints continued through that decade.  There was a CBC Marketplace report in 2009, private members' bills introduced in the legislature.  So there was some public concern about marketing practices.

And in December of 2009, the ECPA was introduced, coming into force, along with O.Reg. 389 on January 1st of 2011.

I am not going to read these over.  This is just a recitation of some of the main provisions in the ECPA providing protections for small consumers.

So that's some history.  I want to move on to look at -- of the markets in general.  I want to look more specifically at market activity, the share of that market that's been taken by suppliers.  We have data on the marketing approach taken by suppliers, complaints to the OEB, data on reaffirmation verification, and on cancellations and renewals.

And just a footnote in the questions earlier when Greg and Jason were speaking, we looked at the cancellation data that are presented in the OEB deck.  The clarification is, those are cancellations of ongoing contracts.  That's completely separate from contract expiring and renewal.

So retail market activity and share.  If we look at the period 2006 to 2013, the fraction of residential consumers that was captured by retailers declined by 50 percent in the case of electricity and 60 percent in the case of natural gas.  So a major decline in the competitive market share.

There was a substantial drop in enrolments, and again, these data are in the OEB deck.  They show the graphs.  A major drop in the enrolments after 2010, and that raises the question, is that a result of the ECPA, or is it a result of other forces?  Or is it some combination?  To what extent are the ECPA -- the requirements of the ECPA a cause of that drop-off after 2010?

There is a major drop in gas renewals after 2010, and it seems likely that that could be a result of the restrictions on auto renewal that came into force in 2011.

The retail market share declines for electricity from 16 percent in 2006 to 6.3 percent last year.  So relatively small fraction of electricity consumers are taking their -- paying for their electricity through a retailer.

The gas market share has dropped from -- started higher.  It dropped from 36 percent in 2006 down to almost 11 percent in 2013.  So larger than electricity, but still a small fraction of total gas consumption.

The gas decline may be driven, in part, by the declining utility price, which fell substantially during this period.

Turning from the overall level of retailing to the form, the marketing form -- and here focusing on 2010 to 2013, the more recent past.  In electricity, the door-to-door sales represented 80 percent of sales in the first quarter of 2010.

By the fourth -- oh, by the second quarter of 2010 already it had dropped to 60 percent, and then it drifted lower, so that by 2013 door-to-door sales represent about 50 percent of electricity marketing.  Still about half, but down substantially from what it was in 2010.

Web sales correspondingly rose from 12 percent in the first quarter of 2010.  30 percent in Q2, so it looks as if there is a shift from door-to-door to web going on in 2010 and rising to over 40 percent web sales in 2013.  Throughout the period telesales are under 10 percent.

In the case of gas, door-to-door bounces around more.  It's over 60 percent in Q1 of -- quarter 1 of 2010, less than 40 percent through the remainder of that year, and it declines to about 27 -- from around 43 percent in the first quarter of 2012 to 27 percent in 2013.  So similar to electricity, a substantial decline in door-to-door sales in gas, but with more variability.

Telesales represented 25 percent of renewals in the beginning of 2010 and 10 percent after that.

Web sales similar to electricity, rising from 10 percent in the beginning of 2010 to 40 percent by the third quarter of 2012 and carrying on about that level on through 2013.

Why did all this happen?  It is possible that the shift from door-to-door to web sales is a result of the ECPA.  It is possible it is just increasing consumer familiarity with buying things over the Internet.  And of course, telesales were restricted to renewals only after January 1 of 2011.

The OEB receives complaints about energy suppliers, and they -- again, in the OEB deck there are graphs presented, quarterly data on complaints.  I have just summarized some of that here.

The complaints were a relatively high rate from 2008 to 2010 first quarter.  Then they drop sharply through 2010.  There is a spike in the first quarter of 2011, and then there is a declining trend after that through to the present.

The last couple of years, complaints have stabilized, and the description so far pertains to both gas and electricity.  They have stabilized at around 800 a year for electricity the last couple of years, around 550 a year for gas since the second quarter of 2012.

And that, as you look at those graphs, that raises the question, to what extent is this drop in complaints a result of ECPA compliance.  Has the ECPA done its job by reducing the unhappiness of consumers?  How much is it a result of simply fewer consumers signed up with retailers?  Certainly a significant part of it has to be that.

And I think it is curious, this drop in the first -- throughout 2010, were practices changing during 2010 in anticipation of the ECPA coming into force, because of course there was lots of talk about that all through that year.  Were practices changing in preparation for the act coming into force in 2011?

After the ECPA was -- came into force, complaints continued at a lower level, as I have indicated, and this slide just summarizes some of the complaints, the types of complaints that have been made.  The first are very specific ones:  Sales people getting hold of bill and e-mail information through misrepresentation and then enrolling consumers in an Internet contract without the consumer's knowledge.  Perhaps that contributes to the 30 percent of unaware consumers that Greg and Jason were talking about.

Consumers complained about misrepresentations involving references to government or utility programs.  I'm not sure what the media coverage is.

Ensuring that they are saying that they just want to ensure they're getting rate protection or they need to sign up in order to get service.  More problematic.

Checking their eligibility for a discount.  We've seen the data.  Some consumers recall not seeing -- or don't recall seeing a business card or an ID badge.  And we have -- the OEB has received complaints about that.

Using a tablet at the door, coming to the door using a tablet, and then initiating a web sale, which avoids some of the regulations on door-to-door sales.

And creating a false account with a utility and then submitting a contract for that account.

So this is not quantitative.  These are just qualitatively a description of some of the complaints that have come into the OEB after the ECPA came into force.


I want to turn now to some of the data on what are the effects of signing contracts, both for electricity and for gas.

And here, the percentage of signed contracts that are cancelled within ten days -- the consumer has a right to do that, with no recourse -- 4 percent in 2010, 7 percent in 2011, rising to 18 percent in 2013.  So a steady upward trend in contracts being cancelled within ten days.  We don't have any -- one can only speculate on what the reasons for that might be, but it is an interesting trend.

The next bullet says that less than 40 percent of signed contracts actually flow.  And the preamble is because here we're mixing two data sets that may not be exactly comparable.

We have the -- the OEB has its own data on -– from the RRR data on the number of contracts flowing.  We asked the suppliers to give us data on contracts that were signed.  And if we compare those -- and signed and cancelled -- and if we compare those, it looks as if less than 40 percent of signed contracts flow.


If that's not a fair conclusion to draw from those data, we would be happy to hear about that.

The supplier data say that over 30 percent of verification calls are terminated where that's required by the OEB script.  There is a fairly elaborate OEB script -- I'm sorry, complete OEB script on what to say in verification calls.  And 40 percent have to be signed because of what's in that script -- 30 percent, sorry.

Over 20 percent of these calls are unsuccessful for other reasons.  Where reaffirmation pre-ECPA or verification post-ECPA is attempted, only 34 percent to 42 percent, in the case of electricity, succeed in verifying the contract.  So that's an interesting drop-off between the signing and the extent of verification.

Turning to look at gas, we have similar but slightly different patterns.  Again, the increasing fraction of signed contracts are cancelled within ten days, 3 percent, 4 percent, 17 percent.

If, once again using the RRR data on contracts flowing, supplier data on contracts signed again suggests that less than 40 percent of the signed contracts flow in 2012 and 2013.  It looks like less than 20 percent in 2010, almost 50 percent in 2011.  So some bouncing around in the success of getting a signed contract to actually flow into a consumer taking the gas.


About 40 percent of verification calls terminated because of the OEB script, 20 percent unsuccessful for other reasons, and where reaffirmation or verification is attempted -- and that is not always with signed contracts, it is less than all of them -- of those, only 37 percent to 43 percent succeed.  And some of those present today might have observations on why that might be.

Turning from contract signing to contract renewal -- and again, I'm summarizing here from data that are presented to the OEB either through their regular data collection or through the supplier submissions, the supplier responses to the data request -- in the case of electricity, successful renewals as a percentage of renewal packages sent -- so not every contract expiration results in a package being sent out.  But if we take the packages being sent out, 47 percent of those yield a successful renewal, according to the suppliers.  And that percentage has risen from the earlier years.

Renewal calls terminated where required by the OEB script dropped from 10 percent in 2011 to only 5 percent in 2013.  So not -- a high success rate, or not very many calls that have to be terminated on that reason.

Unsuccessful renewals, looking kind of at the dark side, the unsuccessful renewals, not counting the script-caused non-renewals, fell from 97 percent to 47 percent.  So it looks as if renewal success is increasing substantially.


In the case of gas, success for renewals have been pretty steady, around 40 percent over the 2009 to 2013 period.  Calls terminated where required by the script, 35 percent to 40 percent, quite a bit higher than in the case of electricity.

Unsuccessful renewals, parallel to electricity, falling but from a lower rate of 63 percent to 19 percent in 2013.


And auto renewals are down, probably because, in part, of the restrictions, from 55 percent in 2009 to 25 percent in 2013.

So interesting trends of increasing success in renewal, but still, you might say a surprising fraction of customers on contract don't seem to want to carry on with renewal of that contract.

What kinds of contracts are we talking about?  We asked suppliers to tell us what kinds of contracts.  Not just what they were offering but what was actually being taken up.  And the type of product is rather similar.  The most common contracts are fixed-price contracts for five years.  Some are also selling fixed-price contracts for three, two or one years, but five seemed to be the predominant form.


Some retailers are offering variable-price contracts.  That is the market price, either HOEP in the case of electricity or Dawn or some other benchmark, plus an amount.  And apparently there's been some take-up of those.


And those that offer the variable-price contract often then offer a blend.  You can get half your energy, whether it is gas or electricity, at a fixed price, and the other half at the market price plus.

Some suppliers are offering flat-rate monthly amounts, so much per month for your electricity or gas requirements.

And just a note at the bottom:  Electricity consumers all pay the contract price plus the GA.  That's the way the Ontario market is set up today.

What's the retail business model?  I am not going to go into that in any detail.  We asked a few questions about how suppliers purchased their energy, and the principal conclusion from that is, I think, not a surprise, that suppliers are selling to consumers and they're purchasing from wholesalers or other intermediaries at the same time.


They say they're not speculating on the price of electricity.  They're offering products to consumers.

Just a few observations on that retail market.  The market structure, from an economic point of view, the market structure appears competitive in the sense that there are -- at any particular time there seem to be at least half a dozen active participants, sometimes more than that, in each of gas and electricity.


And economists, if we see one or two market participants, that doesn't look very competitive.  Half a dozen is in a range that could be competitive.


Default electricity prices are relatively stable.  They've risen pretty steadily, but they're not bouncing up and down.

And therefore retail electricity contracts increase price volatility, because if you get a fixed-price contract and you add the GA to it and the GA is bouncing around, as the mirror image of the HOEP, then what the consumer actually pays is more variable.


Default gas -- natural gas prices are themselves more variable.  We talked about that.  And the retail gas contracts, the fixed-price contracts, reduce that volatility.


We looked a little bit at retail experience elsewhere.  This is not an in-depth study.  We looked at a handful of jurisdictions, so this is far from comprehensive.


We looked in particular at Alberta, Texas, Pennsylvania, the U.K., and a few other jurisdictions.


I will only mention a couple things that come out of that review.  One is that the underlying market into which retailers are competing varies significantly from one jurisdiction to another.


In Alberta the gas and electricity default price is a market price in both cases.  A forward-price forecast is used to determine the default price.


In Pennsylvania, my understanding is that the utilities are purchasing a portfolio of supply contracts, that the net of that yields the supply price and retailers compete by purchasing their own portfolio.


Texas specifies a price to beat.  In the U.K., it is interesting, most of the competitors in the U.K. are affiliates of the utilities themselves.  There are, I think, half a dozen major utilities in the U.K.  Most of the affiliates are principals -- are affiliate -- most of the competitors are affiliates of those utilities.


In general, our impression from looking at what is happening elsewhere is that consumers tend to stick with the utility.  Lethargy is a powerful force.


Switching rates -- that is, people who leave the default supply and go to a retailer -- tend to be under 30 percent.  Not always.  I think Maryland, it is 40 percent for electricity, but frequently the switching rates are under 30 percent.


We looked for studies of the retail experience and of consumer protection, and I didn't find very much in the way of good quality studies of these things.


Studies of retail competition tend to ask one question:  Did it reduce prices?  And that's, of course, not easy to answer, because that's, as compared to what?  And sometimes there's an easy "as compared to what".  In other cases it is not so easy to see what the alternative would have been.


Looking at consumer protection elsewhere, all the jurisdictions we looked at had some legislation and/or regulations for retail consumer protection.


Some of that comes from general consumer protection legislation, and some of it comes from specific energy provisions in most cases.


Most regulations prohibit misrepresentation and unfair practices.  Most jurisdictions licence suppliers, require the presentation of certain information to customers.  Exactly what's in that information varies, but most have that form.  And some regulations allow the contract to be rescinded if it is obtained through an unfair practice.


Again, looking at studies of this stuff, I didn't find much in the way of -- that I thought was impressive studies of consumer protection elsewhere.  Yes, there have been studies, frequented by advocates of one side or the other, but I didn't find very much in the way of solid information there.


So how does Ontario compare with this brief sketch of what is happening elsewhere?  My impression is that our default electricity offerings are more regulated and more stable than the default offerings in at least some jurisdictions that have retail competition.


The share of consumers choosing retail electricity contracts seems to be lower than it is -- not everywhere else, but lower than a number of other jurisdictions.


And my casual observation is that the ECPA is among the more extensive energy consumer protection regimes among the jurisdictions we looked at.  Many of the features you see in the ECPA are found in other places, but we seem to have put more of them together in the ECPA regime than many other jurisdictions have.


Evaluation of the success of both competition and the effectiveness of consumer protection regimes, this actually repeats a little bit of what I said before.  Not a lot in the way of good evaluations of competition elsewhere.


Some studies look at switching rates, and I just note that that in itself isn't much of a measure of consumer benefit.  The fact that consumers switched from one thing to another doesn't necessarily mean that they're better off.  It is a measure of something that happened.


Some studies assess whether competition has reduced prices.  The results are often inconclusive, just because it is hard, because it is hard to know exactly what the comparison should be.


There is little evaluation of the effectiveness of consumer protection regimes.  Kind of as a footnote, governments that pass legislation don't often include in that legislation a requirement that the agency do a careful investigation of how well they're doing after a little while and report back.


It happens some, but not a lot.  And we could speculate on why it doesn't happen very much.  Here, the legislation said, do a review.  And this review appears, to me, to be more comprehensive than the others that I have seen.


Just the data that IRG has gathered through the several surveys that they did, the data that the OEB has gathered through its own -- going through the data that's in-house and asking retailers and others for data, we're sitting on a vast body of data, much of which you saw for the first time when you picked up your packages or went online to see the presentations and the data packages for today.


And it appears to me that this is unusual, and it's being more comprehensive than has been done elsewhere.


The final topic, I want to turn to how we are looking at the effectiveness of consumer protection.  And I'm suggesting here four ways, in principle, that one could look at how effective is a consumer protection regime, and I want to go through and explain what each of these four things is, and then I will draw out of the OEB data, the data provided by suppliers, the IRG data, I will draw out in the succeeding slides some information that I think bears on each one of these methods of evaluation.


I've seen some of these data only recently.  Some of them have been around internally for a while, but the surveys were only completed fairly recently.  The summaries are being put together right up til last Friday.


So what I am going to say here, I think, does not at all exhaust what we might learn from the data that have been gathered.  And I'm sure later on you will be encouraged to look over those data yourselves and make submissions.  I don't know -- and others will tell you what the timeline is.  It won't be a long time, I bet.  But you will be encouraged to look over those data and suggest implications to the OEB.


The four approaches that I'm suggesting here are not the four approaches that every other study has used.  These are what I've put together, having looked at a bunch of other studies.  This strikes me as four ways that we could approach this.


So they are, number one, measuring the extent to which the ECPA achieved the legislative goals.  Ask, what's the goal of the ECPA?  So how well has it done?  This is in a sense the bottom line.  And because that's very problematic, we have to do other things.


Number two, measuring compliance with formal regulatory requirements.  The regulations aren't exactly the goals.  And we can measure compliance; that's different from measuring how close we got to the final goal line.


Measuring consumer satisfaction we have heard quite a bit about, or we learned some about that this morning, but consumer satisfaction is another way of testing how well consumers are being protected.


Finally, I'm an economist and so I am going to offer an objective evaluation of the economics of retail offerings and ask some questions about that.


So looking at the first suggested method of evaluating this consumer protection legislation, this slide draws -- presents some stated goals of the ECPA.  This is taken from a news release in April of 2010 from the Ministry.  I'm of the belief that when governments say "These are our goals", we should take them seriously -- so I have interpreted this as the actual goals that the government had in mind in passing the ECPA, proposing and passing the ECPA.


I am not going to read all the way through this, but protecting consumers from specific things: hidden costs, cancellation fees, unfair practices.  Providing greater fairness and transparency for consumers through rate comparisons, plain language, et cetera.  And then the third one, ensuring that consumers have the information they need to make the right decisions about electricity and natural gas contracts, and confidence that they're protected by fair business practices.


So that's the stated goals.  In my view, the ECPA and the regulations reflect many of those goals.  If you held the two things up side by side and went through the ECPA, I think you would be able to track a concordance between those two.


But there is not much data on the extent to which the goals are actually achieved.

Take a look at the last one:  Ensure that consumers have the information they need.  Well, how do you know if consumers have the information they need?

We asked consumers through the surveys what they understood about this, that and the other thing.  We asked them how well equipped they felt.  But do they actually have the information they need?  That's an objective question that's hard to answer.


I have suggested here what I call some indicators that I think shed some light on that question, but I've indicated right off these are imperfect as a means of understanding how well the goals have been achieved.


So consumer complaints to the OEB include non-compliance with various ECPA provisions.  And I recited some of the sorts of complaints that continue to come in.


A complaint doesn't prove that what happened was actually in violation of the act.  And complaint -- not everyone complains.  So it is hard to know exactly what to draw from this, but there is a suggestion there that there is some non-compliance with OEB provisions, which suggest failure to fully achieve some of the ECPA goals.

Turning to the consumer survey data, Greg and Jason noted that one-third of current and former contract holders are not even somewhat familiar with retail contracts.

Well, that's sobering.  If we go back to the goal of ensure consumers have the information they need to make the right decisions, this suggests that some consumers feel they don't have the information they need to make the right decisions.


We also heard this morning that 30 percent of current contract holders, both gas and electricity, are unaware they have a contract.  Well, at that could be faulty memory or it could be misrepresentation.  It could be any one of a number of things, but that suggests that consumers -- something is going wrong in trying to achieve the goals of the ECPA.


Concerns about aggressive sales practices, sense of dishonesty and mistrust.

And then a point that Greg made.  A majority of the current contract holders believe they're saving money.  I say when that seems unlikely -- and in a few moments I will show you why I think that is unlikely.


Then finally, if we turn from -- before we leave the consumer survey data, there may be other things in the consumer survey that would bear one way or another on the extent to which the goals of the ECPA have been achieved.  And I'm sure you will find data there that support various positions.


Finally, turning to the supplier data to the OEB, the fact that verification calls are terminated more than 30 percent of the time doesn't prove that there's been any violation of the ECPA regulations, but among the reasons that the script would call for termination of those calls would be because it appeared that a violation of ECPA had occurred.


So all I say here is some terminations potentially reflect problematic behaviour.  This isn't proof.  It's, in my mind, simply an area of concern.


So even with all of the data we have gathered, in my view we have only impressions as to whether the ECPA goals have been achieved.  And what we couldn't do -- it would have been nice, but we couldn't do it -- was to compare before and after the ECPA on some of these measures, partly because consumer recall gets dimmer as time goes on.  And so asking folks -- we did ask questions about people -- of people about what happened in the past, but we didn't feel we could learn very much about what was happening in 2009 and 2010 from the surveys.


And ECPA regulations, we can identify what retailers said about problems they had with that post-ECPA, but the regulations weren't in place so we don't have data on what was happening pre-ECPA.


So this gives some impressions, but it is not very solid.

A second thing we can do is to look at compliance with regulatory requirements, step back from the goals and say:  Okay, what's actually in the legislation?  What's in the regulations?  And what do we know about the extent to which we have compliance with that?


Well, there, some of the data speak directly to this, and most of the data that speak directly to this come from the previous slide.

We have data -- well, some of the data we have just talked about gives some impressions of this.  The one thing I added here was the OEB's ongoing enforcement actions indicate areas where they believe there are compliance problems.  And we haven't presented any data on that, but those enforcement actions have continued throughout the post-ECPA period.

So once again we have some data, some indications, but not really hard evidence on the extent of compliance.


Turning to consumer satisfaction, we asked suppliers a set of questions.  And I've already referred to the fact that 17 percent of signed contracts are cancelled within ten days.  So 17 percent of people who signed up for a contract had second thoughts about it, second thoughts sufficient so that they cancelled the contract within ten days of signing up.


That strikes me as indicating at least some of those folks, having signed, weren't very happy with it.


This 40 percent of signed contracts, I've already talked about that.  And I will just remind you again here we're mixing two data sets, and so I'm not sure exactly how accurate that is, but that at least gives a suggestion.  Only 40 percent of signed contracts appear to flow.  That strikes me as a low batting average for -- well, for signing contracts.


And then the renewal rates at 47 percent, 60 percent where we include auto renewals, that is not 90 percent or 95 percent of the customers saying:  This is terrific.  I want to keep on doing this for the next period.


So I simply asked the question:  Do those results suggest not satisfied customers?

Set against that -- I haven't cited it all in here -- are the survey questions, where lots of folks say that they're satisfied with their contract.


So I don't mean to suggest that all the survey data are one-sided.  You can use those data to argue both for satisfaction or for non-satisfaction.  I am looking for problems, and these seem to me to be data that suggest that some problems exist.


If we turn from the supplier data to the survey data, over two-thirds of contract holders -- oh, here's the good news.  I didn't leave it out. I was just ahead of myself.  Two-thirds of customers want to save money, think they're saving money.  30 percent of -- this is current contract holders.  30 percent of electricity and 20 percent of gas current contract holders say they're not saving money.  So there's a significant fraction of holders who are disappointed.


And 30 percent of current contract holders were not aware they were on a retail contract.  I find that troubling.  We don't know exactly how that came about.  Greg talked a little bit about what might go into that, but that's a matter of concern.


And in the survey -- as Jason said -- they didn't say, Wait a minute.  You're not on a contract -- or you're on a contract.  You're wrong, you're wrong.  There was no argument with the survey holders.  So we don't have more details about what lies behind that.


Over 60 percent of former contract holders for both electricity and gas were dissatisfied.  The most common reason for cancelling or for not renewing was high cost.


And we saw from the consumer survey data that the majority went into this, went into their contracts, because they wanted to save money, and former contract holders say that high cost was a reason for cancelling or not renewing.  And 20 percent of former contract holders weren't aware that they had been on a retail contract.


So those are some concerns.  Looking for positive news, two-thirds of current and former contract holders say they're at least somewhat familiar with the retail contract option, so that should give us a little bit of comfort that these folks have entered into a contract in the past.


Finally, the fourth way I wanted to assess consumer protection was by doing an independent assessment of whether folks are getting what they say they want out of the contract or not.


This isn't the only way to look at it, but it seems to me one element in assessing how well the market is working, how well consumers are protected.


And so I went through and compared the cost using -- with help from the staff at the OEB -- comparing the cost of contracts with default offerings for electricity and gas, under several different assumptions.


In the case of electricity, we compared the RPP price with the contract price.  Because fixed price is the principal form of contract being sold, we looked at a five-year contract and then at three-year contracts.


We also looked at HOEP plus a surcharge, and we have limited information on how much the surcharge might be, but we have some information, again, for three- and five-year contracts.  And then the contracts also offer a flat monthly charge.  At least recently that's been offered.


In the case of gas, we compared default supply with a fixed price over five years and over three years.


This slide summarizes the five-year electricity contract comparison.  The first line is the January 2009 bill, just to give an idea of what the bill would be like in that year under either the contract, plus GA -- which is the first numerical column -- or the RPP, which is the second numerical column.


And what we did, in order to compare prices of electricity, because we have time-of-use pricing, you need to know the customer's load shape and consumption, here we assumed 800 kilowatt-hours per month for the residential consumer.


We assumed that the RPP consumer was 64 percent off-peak, 18 percent mid-peak, and 18 percent on-peak, and those are distributions that the OEB uses for a variety of its calculations.


So using those -- that total consumption and the contract price or the RPP and the GA, we could calculate what's the energy portion of the bill for this consumer under those two alternatives.  So we did that for 2009.  There's the numbers.  We did that for January 2009, for December 2013, just to look at the beginning and the end of a five-year contract period.


And in the third column I have compared the contract price -- contract plus GA price with the RPP price, and so in the first month, contract plus GA is 56 percent higher than the RPP bill.


By December of 2013 -- because the RPP has been drifting upwards and the contract price was a fixed price, but the GA is bouncing around -- in December 2013 the contract price is 37 percent, the contract bill is 37 percent above the RPP bill in that year.


But that's just a snapshot at the beginning and end.  With all the variability you need to look at the whole period.  So I simply took the sum of the costs in each month with GA varying monthly and the RPP doing whatever it does, and added that all up.


And so that gives the line five-year cost of contract plus GA, $5,800, RPP, $3,389.  The five-year cost under the contract plus GA, that portion of the bill is 72 percent more expensive than it would have been under the RPP.  That is, the five-year premium is $2,438.


The other thing that I did here was to ask, what might consumers have anticipated in the end of 2008 as they're contemplating signing up for a fixed-price contract versus going with the RPP?


Well, they should expect prices to go up.  Prices have been going up steadily since 2002, in fact irregularly since -- I'm not going to speculate on that, but for a long time.  We had cheap electricity in the mid-'50s, and it's been upward since then.


So what would they expect?  Well, I looked at the period 2002 to 2010, take the annual rate of the energy portion of the bill increase for a typical residential consumer, and convert that to an annual rate of increase, and then what's that over a five-year period?  That's 26 percent over five years.  And that suggests that the RPP consumer, if they had a good memory of what's been happening and did this sort of calculation, they would expect that their $43.52 RPP bill in January 2009 might rise to $54.84 by the end of 2013.  Well, that's way below what it actually got to, and it's even further below what the contract price was.


So that's the comparison of the more or less typical residential consumer.  But some people said the reason they signed up for a retail contract was because they were afraid of the TOU pricing.  So we did another calculation, assuming a very different weighting that is indicated down there near the bottom of the slide, 20 percent off-peak, 20 percent mid, and 60 percent peak.


This is a very peaky consumer, remembering that Saturday and Sunday are off-peak.  This is -- they go away somewhere else and turn everything off on the weekend, I guess.  Anyway, I wanted to look at something that was aggressively a peak consumer.  What -- and I didn't have readily at hand what's the top percentile peak load-shape for a residential consumer.


So I assumed this, and so the column that's labelled "RPP peak user" shows what the bill would be for the same lines as for the other things, and you can see the RPP peak user pays more because the peak price is higher.


The final column shows this very peaky user's bill as compared to having been on contract.  And it turns out even for a very peaky user, the RPP is 13 percent cheaper in January -- in 2009, 8 percent cheaper in December 2013, 32 percent cheaper overall.


So consumers perhaps had a right to be worried about peak consumption if they thought they were peaky, but even a very peaky user here, it turns out, is lots better off on a purely economic basis with the RPP than with a contract.

Finally, down there at the very bottom of the slide, I said:  What happens if somebody only used electricity in the peak?  This is -- I don't know -- an OPG employee, I guess.


[Laughter]


MR. DEWEES:  If you only used electricity in the peak, what would your bill have been?  This is the absolute worst possible case, $5,077, still less than contract plus GA.


So, I'm sorry, that's been -- maybe it's a boring -- I have gone through this in detail just to make sure you can see what is going on.  I will do the rest of it quite a bit faster.


Are there any questions about not about what it means, but about what is going on here?  Yes?
Q&A Session

MR. BOWEN:  Hi.  Ken Bowen at Superior Energy.


A question for you regarding your analysis.  You picked the January 2009 as your point of reference for the contract price.  Any particular reason for that date?

MR. DEWEES:  I picked that -- that's not the -- I'm sorry, I may not have been clear.


The contract price we chose was taken from the last two months of 2008, on the assumption that somebody who signed a contract that was going to flow starting January 2009 probably signed up for it a couple of months beforehand.


So the contract price that is used here is based on an average of the last two months of 2008.


What I showed here was just what the first month would look like under the contract and under the GA -- and under the RPP, and then what the last month would look like.


But for the contract price we did use the average of the two preceding months, because that seemed like a reasonable assumption as to when people would get into a contract that is going to start flowing in January of 2009.

MR. BOWEN:  Just to follow up, then, why was that particular date picked?  What was the rationale for those two months versus two months in 2010 or 2011 or 2008?

MR. DEWEES:  Because we don't know the end result of a 2011 or 2012 five-year contract yet.  So I wanted -- we started planning this in the summer, and so we figured:  Okay, 2013, 2013 is the last full year we have.  Let's take five years up to 2013.  So that was the reason for starting this in 2009 and ending it in 2013.


I will show you a three-year contract starting in 2010 and 2011, because those have completed by the end of our 2013.

MR. BOWEN:  Thank you.


MR. DEWEES:  That's why we did it.


Questions of clarification?  Yes, Bruce?

MR. SHARP:  Hi.  Bruce Sharp.


What's the significance of the line item, "2009 RPP" plus 26 percent?  I might have missed that.


MR. DEWEES:  That was starting with the RPP price at the beginning of 2009 and asking:  What would a consumer -- this is the consumer who signed a contract at the end of 2008.  What should they reasonably have anticipated would be the price over the period of the five-year contract they're anticipating?

And that plus 26 percent is my calculation of what happened to the energy-only -- the average five-year increase of the energy-only portion of a bill through the decade 2000 to 2010.


So that is a proxy for what consumers might be using to forecast the nightmare of rising electricity prices over the next five years.

MR. SHARP:  Okay.  Thank you.

MR. DEWEES:  I think I've said all of this.  This is just roaming around in the slide we have been looking at.


Or the first point actually isn't there.  The contract price plus GA is above the RPP energy cost in every month, as it turns out.  It might not have been if the GA had varied differently, but in this case it was.


And this -- yes, we have said all of this.  I have said all of this already.


We did look at three-year contracts.  And here's a three-year contract at the top of the slide that flows in January of 2010, at the bottom of the slide flowing in January of 2011.


In both cases, we looked at the preceding two months of -- and the price we took was from Energyshop.  What they stated was the best contract price available for a three-year contract.  So this isn't -- I don't know what retailer this would be.  This is what Energyshop said was a good price.


And you can see there the actual contract price we were using was 6.99 cents in -- for the 2010 start and 6 cents for the 2011 start.


Same sort of calculations.  I'm not going to go through all of it, but just look down the increased contract versus RPP column and let's just look at the three-year cost.


For the 2010 to '12 contract, 54 percent higher cost to the consumer for contract plus GA as opposed to RPP.


If we go down to the bottom of the slide, 42 percent increased contract cost over the RPP for a contract running from 2011 to 2013.


And once again, I did the -- our very peaky user, and those comparisons are on the right-hand side.  Notice that the -- in December 2013, by itself, the very peaky user actually would benefit with the contract price, but overall for the five-year -- for the three-year period even the very peaky user is 19 percent worse off in the top of the slide, or 10 percent worse off at the bottom of the slide in total costs over the three-year period.


So it is this comparison that leads me -- that led me to say in an earlier slide that it doesn't appear to me that people who take an electricity contract are actually saving money, although that was the goal that was stated by over half of the respondents to the surveys.

Here's a graph that perhaps illustrates that.  This is, again, looking at 2009 to 2013.  The green line in the middle is the RPP bill.  And I say "bill" because we took 800 kilowatt-hours a month and multiplied it by the TOU prices, applying the 64-18-18 load shape to figure out what's the monthly bill.


For the contract consumer, we used the contract price that I mentioned before, and then added to that the GA and then multiplied that by the 800 kilowatt-hours a month.  And that yields -- the red line at the top is the total of the contract plus the GA that the retail consumer pays.


And the bottom blue line shows the GA portion of that.  And that bottom blue line is why -- the comparison of that and the GA is why I say the GA -- the RPP is a pretty stable price as compared to the GA, which is bouncing around quite a lot on a month-to-month basis.


I did a couple of other comparisons.  I don't recall the result.  They're not on the slide.  I don't recall the result off the top of my head.  But we did one fixed-price contract –- fixed-price over the course of a month.  And again, for our consumer that turned out not to be advantageous.


So -- yes?


MR. BOWEN:  Ken Bowen, Superior Energy.


When I look at your graph, it shows that the contract price really has a big impact on the overall rate on the bill, according to this analysis, and therefore the contract price that is chosen would have a significant impact; correct?

MR. DEWEES:  Certainly, yes.


MR. BOWEN:  So if you're using Energyshop as the basis for that contract price, then it would have to be reflective of current market prices in order for this graph to be reflective?

MR. DEWEES:  The Energyshop price would have to be reflective of what was available to consumers at the time that they were entering into the contract, yes.


MR. BOWEN:  Right.  Okay.  So that would have to be the premise, right?  So if that is incorrect, then the graph here would not show correctly.


MR. DEWEES:  Depending on the magnitude of the -- if you chose another price, the graph would look different.


MR. BOWEN:  Right.  Okay.  And -- yeah.  And the reason I ask is that I would state that the Energyshop price is not a competitive price here in the marketplace.  It is just a price in the marketplace.


MR. DEWEES:  Okay.  And I'm sure the OEB would welcome submissions as to what prices were actually being taken up by consumers at that time, and if it turns out other prices are more representative, I would be happy to calculate.


Donna, did you have a...


MS. KINAPEN:  Just maybe to add one note, Ken.  We also looked at the submissions from suppliers through the RRR data at that time and ensure that those were consistent with the lowest price that was identified on energyshop.com, and at that time the price that Don refers to was consistent.  There were a fair number of suppliers offering a five-year price at that, and that was their lowest price reported in to us through the RRR.


MR. DEWEES:  Let's move to gas.


The analysis here is a lot easier, because we don't have an hourly price.  This shows for a five-year gas contract, again starting in the year 2009, the price offered by marketers in -- at the end of 2008, and this is again -- the bottom of the slide says this is the average of the best price of any supplier in November or December of 2008.


So we used that price and multiplied it by -- there are different monthly consumption -- assumptions for Enbridge and for Union.  It turns out the price being offered by marketers was the same in both of those service territories.


The default price was 13.33 cents per cubic metre, 13.47.  The premium -- that's the average default price over the period.  The premium for a five-year contract is shown there, and the ratio of the contract price to the default price -- this default price was averaged over the five-year period, looking at each time it changed, calculating the -- that price times the consumption, and that -- I think it is quarterly, in that quarter.


So the contract price appears to be 181 percent of the -- 181 percent above the default price.  It is almost three times as high in the Enbridge territory and 178 percent above in the Union service area.


So the five-year gas contracts starting in 2009, which give us a full five years, turned out to be way more expensive.  Now, there is a good reason for that.  Sir?


MR. FRASER:  Yes, hi, Don, it is Bruce Fraser.  I'm here today representing Ag Energy, and I just wanted to point out one thing just so that we are making a apples-to-apples comparison.


I appreciate that you're looking at the five-year average default price, which you say for Enbridge was 13.33 cents.  And, you know, I believe that is probably accurate, but I think it should be noted that at that time, during the October, November, December 2008 period Enbridge's default price was 33.7551 cents per cubic metre.


So while, in hindsight, it would look like the customer made a bad retail energy choice, at the time the price offered was certainly in line with the default price, and so somebody who was looking to maybe stabilize their price or had some thoughts that prices might continue to be volatile or rising might have made a reasonable choice at that time, and so I think we have to bear that in mind when we look at what actually happened.


MR. DEWEES:  Yes.  I think I mentioned earlier that the default natural gas price dropped by two-thirds, I think, from early 2008 until late 2009.


So the start of our five-year period here is in the middle of a very major year-and-a-half-long price drop.  And you're absolutely right that a consumer, having experienced the higher prices that had preceded this, might not have fully anticipated how low -- as many other people didn't, how low the prices were going to go.


So I don't -- I'm not drawing -- from this slide by itself I'm not drawing conclusions about the perfection of the market by itself.  I'm just pointing out, this is what actually happened.


And just, that's a good segue to the next slide, because we also did three-year contracts here, because 2011 to 2013 gets out of that precipitous decline and gets us into a more stable territory, and again, Enbridge and Union, two time periods, the top two lines in the slide are the 2009 to 2011 period.  The bottom two lines are '11 to '13.  And the retail contracts look a lot better in the 2011 to 2013 price period, because we're now into something approaching price stability, rather than a period of rapid price declines.


So what do we -- I'm mindful of the time.  What can we conclude from this?  We've already talked about this.  We talked about that.  Market price plunged.  So those who signed up in late 2008 paid heavily.  Having signed contracts for things at the wrong time myself, I have some sympathy with those who can't time the market.


Even in 2011 when the prices settled down, the premium for a contract was large.  I suggest here that retail gas contracts reduced price variability for consumers.  The premium seems to be large.  I would agree that taking the 2009 to 2013 period by itself isn't a good indication of what the long-run equilibrium premium for a gas contract ought to be.


Retail electricity contracts increased price variability because of the GA, and there, there's a large premium.  And I'm not the first person to find this.  The Auditor General in his 2011 report found electricity contract prices high and benefits small.


Just wrapping up on the economic merit comparison -- and recall, this is one of the four methods I suggested we might use for assessing consumer protection.  It seems to me that retail contracts are expensive relative to default supply.


The survey data that Greg and Jason presented shows that consumers wants to save money and think they're saving money.  It is this analysis that we've just spent some time on that leads me to say that the savings seem to be unlikely.


And so I raise the question:  What assumptions about future prices, customer load shape, or something else would make electricity contracts financially attractive to consumers?  And what assumptions about future prices make gas contracts financially beneficial?


And notice I'm asking here financially beneficial.  I'm not discounting the fact that other things may drive consumers to want to go with a contract, but just looking at the economics of it, these are questions that I had.


Yes?


MR. SMALL:  Hi, Donald.  Jordan Small from Planet Energy.  One thing that is slightly unique about Ontario is there is an amount of ancillary government costs into what one would consider rates policy, and that is not similar to a lot of other markets.


In your math did you include those costs that are otherwise recovered through taxes into the costs of the end-line consumer versus what would otherwise be a free market as a whole?


MR. DEWEES:  I'm not sure I understand the question.  The additional costs you're talking about are what sort of costs?


MR. SMALL:  Government-related costs, as far as management production, procurement, and so forth that are not felt by consumers in other markets that could be comparable to Ontario and the end-line rate.


Those rates are not necessarily reflected directly in their supply rate, but it is reflected in their tax that's being withdrawn from them, that other jurisdictions would not have those equivalent revenues being drawn from a consumer.


So while it is not directly measured, it should be a cost that is included inside of the otherwise costs under the RPP, because those costs wouldn't exist in a lot of other markets as they do in Ontario, even though they're not directly reflected in the per-kilowatt base rate.


MR. DEWEES:  What I did in these comparisons was simply to look at the RPP itself.  So I did not add in any other costs.


MR. SMALL:  Okay.  Thank you.

MR. DEWEES:  I'm not going to try to draw together all the stuff that I have reviewed here.

I just want to step back and point out this review has gathered an enormous amount of data.  The survey data that IRG talked about, the OEB's own data, and the data that suppliers and others provided to the OEB is, in my view, a vast body of data.


Summaries of those data have been posted on the website, and I encourage you to look at those.  Between IRG and myself, we've presented some analysis and interpretation.  And I look forward -- and I believe that the OEB is here because they look forward -- to comments and suggested implications from stakeholders.


Thank you.

MR. DADSON:  Don, regarding questions, can we adopt maybe the same protocol?  So that if there are folks at the back of the room, we can work our way –- I think we have about ten or 15 minutes for questions.  I know we had a number during the course of your presentation, but there may be some more people want to pose.


MR. DEWEES:  Sure.  Let's do that.  From the very back row, are there any questions at this point?

From the penultimate row, are there any questions?

Seeing no hands behind you, yes, we're up to you.

MR. JANIGAN:  Thanks very much, Professor Dewees.


I'm struck in looking at the data that's been presented here that, you know, effectively a tinkering with the ECPA in terms of looking at different mechanisms for information or transparency, whatever, is a little bit like putting whipped cream on a hot dog.


I mean, effectively what we have here is the promise of a product that's being delivered from -- to residents in Ontario, and their take-up is based on the fact that they think they're saving money.  And in fact, they're saving no money at all.  They're contributing, in fact, largely to the benefit of an entire industry that relies on that particular premise.


I wonder if you have any comment on what might be implemented as part of this Act to try to get back to the idea that this kind of retailing is supposed to provide consumers with more than a choice to spend more money on their energy bills.


MR. DEWEES:  I'm not in a position to go forward in that way at this point.  We've been struggling to wrap ourselves around the data and trying to understand what it says.


You may have a chance to ask the OEB Staff later on whether they want to comment on that, but I don't want at this point to make any comment on what the legislative or regulatory next steps ought to be.

MR. JANIGAN:  Just one other follow-up question arises from the answer of what was included in the RPP.


I take it in the costs associated with the contract price, you also didn't add the costs of regulation and for the ECPA and the OEB and all this sort of thing onto the contract price for the gas retailers?

MR. DEWEES:  That's correct.

MR. JANIGAN:  Okay.  Thank you.

MR. DEWEES:  Anybody else from that row?  Not yet, Julie.

MS. GIRVAN:  Sorry.

MR. DEWEES:  Next row.  Julie?


MS. GIRVAN:  Thank you, Don.  Just to follow up on Michael's question, in your review of other jurisdictions did you see anything in the specific legislation guiding those jurisdictions regarding benefits to customers, you know, ensuring that there are benefits to customers or price savings or something?  Anything like that?

MR. DEWEES:  I'm going to be cautious in replying to that, because it's several months since I did that review.


I don't recall provision -- I don't recall seeing provisions that ensured benefits to consumers.  I have a vague recollection that consumer protection regimes talked about that, but I don't want to speculate based on a very foggy memory.


So it is a good point.  I will take a look, but I can't answer that right now.


MS. GIRVAN:  Okay.  Thank you.

MR. DEWEES:  Yes?

MR. BOWEN:  Ken Bowen, Superior Energy.


The price analysis that you completed here for today, does that have any predictive ability?  Can you say, like, going forward, those same type of numbers will be seen?

MR. DEWEES:  We looked at a five-year period and a couple of three-year periods.

What happens in the future in the energy business has an element of uncertainty in it.  Is -- are these data better than nothing in predicting what might happen in the future?  Sure.  If I were going to try to predict the future, would I rely entirely on this?  I'm not sure.


So I think they have some predictive value really, yes.


MR. BOWEN:  And the second question.  You made a comment on the market structure and the competitiveness in the market structure based on the raw number of participants.


MR. DEWEES:  Yes.


MR.BOWEN:  Would looking at such things as the degree of activity of these participants, the change to the number of participants over time, and the price differential amongst participants provide us a better gauge of competitiveness?

MR. DEWEES:  Those are certainly things that would go into an assessment of competitiveness, yes.  I picked just one number, but those are other things one could look at.


MR. BOWEN:  Okay.  Thank you.

MR. DEWEES:  We're up to the second row.  Yes?

MS. FRASER:  Marion Fraser representing BOMA.


To follow up on both Julie and Michael's questions or comments, I mean, the -- I think the issue really becomes:  Why do consumers think they're going to save money?


The original -- certainly the discussions when I was in the Minister's office with marketers and retailers had to do with:  Well, we're providing a choice, such as a difference between a fixed mortgage and a variable mortgage, and that the certainty is worth paying for.


But obviously the consumers that have opted for these contracts do believe that they're going to be saving money.


So, you know, I think there is a huge literacy issue with respect to energy.  And the research didn't necessarily show that, the survey research, because people said that they understood it, but clearly if they think they're saving money from a contract where the business model is not necessarily to have them save money, you know, I think we've got a real issue.

MR. DEWEES:  My only response to that would be in my long career as a university professor, I have also run into situations where people thought they understood what they were doing until the test came.


[Laughter]


MR. DEWEES:  Are there any other questions?

MR. SMALL:  Jordan Small from Planet Energy.


One thing is you've gone into a comparison of other markets and deemed it inconclusive if consumers were saving with retailers in other markets.


Has there been any effort in comparing Ontario's actions, apart from marketers, versus the actions of those other markets?  Because as your data has shown, is Ontario has, year over year, substantially increased, and far more disproportionately versus other markets.


MR. DEWEES:  I'm sorry, increased what?

MR. SMALL:  The base rate of what a consumer would pay versus anybody else.

MR. DEWEES:  Ah.  No, to this point we have not done that sort of comparison.


MR. SMALL:  Okay.  So there is no determination that Ontario's way is any better, assuming detaching any kind of retail market at all would be beneficial, versus, as you said, a Texas-style, Pennsylvania, I think, and I can't remember the other state that you used?

MR. DEWEES:  I don't think I have expressed an opinion as to whether there should be a retail market or not.

MR. SMALL:  Okay.  Thank you.

MR. DEWEES:  Are there any other questions?


Over to you, Aleck.


MR. DADSON:  Before we break for lunch, I think we're going to aim to come back at 1:15 and we will have our final panel comprised of three stakeholders who are presenting today.


But before we did so, there were perhaps a number of things that came up this morning that I wanted to address.


First of all, there was a fair request of IRG that they run some further data or provide some further data.  And we will do that.  And we will endeavour to have that additional data posted on our website either later this week or early next week so you will have it for the purpose of preparing your final submissions to the Board.


Secondly, just following up on a suggestion by Professor Dewees, certainly if you have alternative pricing models, pricing forecasts, forecasts of the value proposition, assessments of the value proposition, or costs that you want to share with us, that is data we would really like to receive.  So again, I would encourage you to send that data, send that analysis along to us, so that we could consider it.


Just also following up on a point that Michael Janigan and others raised about, just going back to my three questions I outlined in the morning, and I think, Michael, you were really posing a question that I would certainly like you all to reflect on over lunch and perhaps provide us with some feedback or ideas this afternoon, and that is, you know, what features of the ECPA warrant reconsideration in order to enhance consumer protection?


So if you have perspectives on that, we're happy to think about them after lunch, talk about them.  But certainly I would hope that you would address that very issue in your submissions, further submissions, to the Board that would be expected in January.


One final comment, and I just wanted to inject a word or a comment of caution about one feature of the data that Staff collected that I think we should be cautious about, and that is the data regarding the breakdown, the sales channel figures, which on their face would suggest a significant increase in web sales over door-to-door sales.


I think we have to be cautious when we're looking at that data and drawing conclusions, because I think at the end of the -- at the margin -- at the margin there will be an issue about whether a sale is to be categorized as a door-to-door sale or as a web sale.


And I will give you several examples.  Don referred to the use of tablets on the doorstep.  Secondly, my understanding is that there is a -- one sales channel, one sales practice, under which a sale will be initiated in the first instance on the doorstep, but the customer -- prior to verification -- is encouraged to go online and sign up for a substitute contract on the Internet.


So there would be a question -- I'm not commenting on the propriety of that channel, but I am suggesting there will be an issue as to whether such a sale is properly characterized as door-to-door or web-based.


Obviously the categorization has significant implications for the consumer protections available to the customer.


So on that note, we will adjourn for -- until 1:15, and we will come back and have our final panel.  Thank you.

--- Luncheon recess at 12:21 p.m.

--- On resuming at 1:20 p.m.


MR. DADSON:  I think we're about to start, so if I could ask the next presenters to maybe go up to the front.


And there are three groups.  There's Jordan Small from Planet Energy, Bruce Sharp, and then we have a group from AG Energy, Bruce Fraser, Rose Gage and Michelle Vieira, who at the appropriate time will, my understanding, will dial in and we will hear from Michelle remotely.


If I could ask -- remind each of the presenters or presenter groups that you will have 15 minutes in which to make your remarks.  I would suggest, again, that we limit questions during the course of anyone's presentation to
questions of clarification, and that we hold other questions or comments until all three parties have presented.


We hadn't discussed who was going to go first, Jordan, but why don't we start with you?


MR. SMALL:  Okay.  Sure.

STAKEHOLDER PRESENTATIONS
Presentation by Mr. Small:


MR. SMALL:  I am sure everyone is very awake after that.  All right.


In brief, as part of the presentation we're looking to just answer the three questions that were posed in order, the first one being:  Is the ECPA achieving an appropriate level of protection for Ontario's low-volume energy consumers?


In short, you know, the answer can be both yes and no, depending on the point of view.  Yes, in that obviously there has been very positive effects, but then the flip side is there has been a dramatic reduction in competition.


So, you know, the ultimate way, of course, to protect a consumer would be to make everything very difficult.  One example is, you know, mortgages.  If you didn't want bad things happening with mortgages, simply make them illegal.


It reflects in the numbers.  And we have used Maryland, New York and Pennsylvania as our primary examples.  We found they have a lot of similarities, both in population and structure, to Ontario.  They're not the extreme of either/or, instead of, say, in Texas or Georgia.


And Maryland, despite being a very small state, as you can see has a very large number of enrolments.  New York is also over 1.6 million.  And Pennsylvania, even on the electricity side, despite being very recently deregulated, is over the 2 million mark, where Ontario is 318,000 and falling now, which I believe Don represented is 6 percent and reducing year over year.


For natural gas, Maryland is a little more evolved –- not -- it's been around a little longer there as well, and they have considerable amount of enrolments.  New York has a very large amount, and Pennsylvania.  And those numbers are even in a declining natural gas market.  Obviously the number of years have creeped up, whereas Ontario only has 388,000 and falling now as well.


That would lend credence to the fact that perhaps there is something that is standing in the way of active competition.


When you look at the number of active retailers or marketers in any market, Pennsylvania being the lower of the three states, but on the electricity side they just recently deregulated, so it is beginning to build out, where Ontario is -- I think the number is lower than seven, especially according to Donald's report, but we will call it seven and five as far as active participants in Ontario versus Maryland, which is, you know, a very tiny state having as much as 96 gas residential competitors and 220 on the commercial side vying for consumers' business.


Competition is self-evident.  Competition is beneficial, because as, you know, you have multiple parties competing for, you know, a large chunk of consumer businesses, it benefits them largely, obviously, in price and services and quality, that sort of thing.


This is just more the microcosm of total switching numbers.


So Pennsylvania, as you can see, especially on the industrial and commercial side is very large switch numbers, as high as 91 percent of the market.  More to the point, it is 95 percent of the load.


Even in markets where it is only, let's say, 68 percent switching, it actually represents 98.6 percent of the load, meaning 98.6 of the market as a whole, which is a very high number.


So the vast level of industrial customers have switched over.


Commercial customers, again, you see a slight decline, but very high numbers in residential is coming up quite significantly, definitely exceeding the 30 percent that is being sort of quoted in that respect.


Natural gas, exact same thing.  And I'm not going to spend a lot of time on this, in that I think you can go through them.  They're pretty self-evident.


But with natural gas, you're getting 99 to 100 percent of industrial customers and a slight decline after that between commercial and residential.


There is a definite conversation to have around that as far as value proposition, because it is much easier procuring an industrial customer than it is a residential customer, and the cost benefits to that.


And I'm just going to skip this in part because this would be the New York numbers as well, which are very similar to Pennsylvania on gas and as well -- sorry, on electric as well as on natural gas here, having, you know, volumes of 70 percent and 80 percent and higher.


Maryland, same thing with number of customers served and the volumes and their small commercial, mid-size and industrials, you know, representing very high percentages of it as far as, especially, peak load obligations.


So that's for electric, and this is for natural gas.


Now, moving on, that -- you know, continuing with question 1, you know, is ECPA a working regarding the low-volume energy consumers, and I would just state clearly, obviously, contacts and complaints have gone down year over year.  It is definitely a very positive trend and one that, you know, you would endeavour to continue to keep as much as possible, of course.


Further consumer complaints by licence type, so suppliers -- meaning retailers and marketers -- have seen a dramatic drop over the last couple of years, all starting in 2011.  So the effect of the ECPA, I think, is pretty self-evident here in that respect.


And so of course that does still bring up the question of:  Is it an appropriate level protection for consumers?


Irrespective of that question, it is definitely an effective piece of legislation in reducing complaints.


Same with this last chart.  With suppliers, complaints go down.  Utilities have gone up quite substantially, of course.  But year over year, the trend has definitely been to go down in complaints.


And I think that really addresses the first question.


The second question is:  What practical issues have been associated with the implementation of the different elements of the ECPA, what has been the impact of those issues, and how might they be best resolved?


One of the impacts that we've always seen -- and I've just given an example of a disclosure statement in New York.  This is actually pretty similar to other states, including Pennsylvania or Maryland.  Where the disclosure statement is much more straightforward and cut and dried; it could be modified to fit into any type of agreement.


And it isn't a rigid form.  It is more of you must address the key points and purposes of the agreement in a very clear and concise way to the customer, of course.


But it is part of the agreement and it is always presented on top of the agreement as one of the first pages, so that the consumer -- is essentially a summary page.


It is very effective in other jurisdictions, but Ontario takes a very different twist to that.  And we find very often we get comments quite consistently that the disclosure statement is often ignored due to its complexity.  And there's points in time where it is better to make things a little more straightforward and cut and dried so a consumer does want to take the time.


It's the equivalent of handing them a 20-page document that's single-spaced versus a 500-page document, and telling them to read both.  They're far more inclined to read the shorter document or a summary page.


The price comparison form, I used as an example Pennsylvania.  Now, while other markets do not have a price comparison form, the goal is to show, of course, exactly what Ontario's price comparison form does.  What is your effective costs or rates depending on your usage?


So there are similarities, as has been mentioned.  The ECPA does mirror a lot of things in other markets as well.


However, a comparison between the utility rates or retailers' rates is not done in other markets, and we find that this does lead to a large level of confusion by consumers because you're not giving an apples-to-apples comparison.


So because it isn't an apples-to-apples comparison, and obviously within the limited time -- electricity being six months, or three months for gas, respectively -- and if you're signing a five-year agreement, it is not necessarily very reminiscent.  So other markets tend not to do that kind of comparison, because you're never comparing like to like.


And as a result, you just don't get that.


Now, verification questions is another big one where the average number of questions in other markets is usually between seven or eight.  As you can see, New York, seven, Maryland, eight.  That is including some softer questions, such as your experience rating and that.


The key questions is usually a fairly small grouping of questions, and as a result it, in very large part, benefits the consumer, because it is straightforward and concise.


Where we found one of the challenges with the elements of the ECPA, for example, in Ontario is there's on average about 24 questions, and where it might take an average of two minutes of time in other markets, it could take ten minutes or more to progress through verification in Ontario.


As a result, consumers get very frustrated with the long, drawn-out process, and they have a certain dislike to be asked the same question in different ways, and it really begins to create an additional barrier and challenge.  And the prior presentation, I think, reflected that, as to the lack of success in numbers on completion.


Another one of the challenges is, verifications in most other markets typically are on the same day.  So for New York, Maryland, Pennsylvania it is.  There's a large benefit to that, because you can definitely reflect any problems in the immediacy.  Obviously a consumer is fully knowledgeable of exactly what's going on at that point in time.  Not to say that it has to be done on the same day, but you can do it as early as that same day.


A consumer has a lot of information fresh in their mind, and a number of complications when you extend that time period out for ten-plus days, as you do in Ontario, is a consumer doesn't necessarily remember every single aspect.


If you were to ask them, did the representative wear their identification badge within that day, there's a very high likelihood that they would know about that that day, without any equivocation.  But ten days ago the person cannot picture in their head, maybe -- they don't remember it, necessarily, because, well, it's just, you know, not -- most people are not that observant, in truth, and they don't pay attention to those very small details.

And you have to work with the reality that a consumer, of course, doesn't remember every single minutiae, and having many forms, such as disclosure statement, badge, forms and the like, asking customers that question, they will get easily confused at times, not knowing which form is which.  They know that they have a lot of information, but not necessarily exactly what each one is called.


Now, there is obviously the cost and benefit analysis, but just to stick with the second question, there is an overall conversation in Ontario regarding choice.


Most of the times product choice is always left to the consumer.  So for example, you choose the shoes that you want to wear.  You do business with the bank that you wish to bank with, the insurance company which you choose to cover, the cable company, using the exact same three examples used, and you do have a choice.  I mean, a little more limited, obviously, on the telecom side.  And you're given that free range of choice.


The conversation in Ontario is a little different, where there might be a variance away from that choice where a consumer should not necessarily have that choice.  And it's building on that which makes things a bit difficult.


And the reason for that is -- and to give an example, and I will stick with the insurance company example -- all offers, as far as most insurance companies, are at the core and distinguishable products.  They're very similar.  It is insurance.


But there is differences, obviously, in the pricing, the quality, or the product, if you want to argue it in that kind of context, meaning customer service.


But the most important thing when it comes down to it is about having that choice.  So the conversation doesn't come down so much about choice, because there are plenty of people that are paying a variance of rates throughout the insurance industry, but choice is the most important thing.


Now, that competition also does affect price, obviously, and it offers a bigger variety and a better variety than otherwise if you wouldn't have had any choice whatsoever.


And that's a very fundamental ideal in Ontario.  A monopoly has historically never been of the consumer's benefit.  One thing that is true throughout North America and, some could argue, throughout the world is that when choice is provided to consumers versus a monopoly, a consumer in every measurable way will benefit from having that choice versus not having that choice.


So monopoly has absolutely no incentive to service a customer, because it will have that customer irrespective of how they treat them, and historically -- and people remember telecom a little more, not fondly, but prior to deregulation, long-distance rates were exorbitantly high, and you had to have very quick conversations, and you could either make the choice of having Bell or no service at all.


The customer service was definitely not good, but once partially deregulated this did open up a lot of competition, and long distance being a primary example, which is still a very vibrant market to this day.


Another example, as far as choice, would be water.  After all, water is water.  Tap water from, let's say, a government-mandated monopoly, meaning a municipality, region, whatnot is the same.


So many consumers would argue, well, why should any choice be permitted to that consumer?  Because water is simply water.  Yet something as simple as the choice of water is in many ways, some people would argue, a fundamental right, and there is a proportion that apparently the world's population does consume more water from a competitive choice supplier versus an otherwise government-mandated regulated organization.


And this choice provided to those consumers has provided a variety of services, including pricing, because even in your grocery store you can get bottles of water that are sitting right beside each other, ranging from very little to extremely high amounts.


Reliability, there are certain quality options for consumers, there's different things available that each bottle offers.  And most consumers really do like that choice.  Personally speaking, I wouldn't spend a high amount of money on a bottle of water, but there are people that do buy, you know, Fiji water and Voss and all those really high, expensive bottles of water.


I have just taken the position that if they truly want to do that in that respect, then that's their choice, but at the flip side, of course, there are very inexpensive bottles of water that meet the consumers' need.


But the fundamental difference here is it is a choice, and that is their right to have that choice, and they are better off for it, in that respect.


Final question was, what are the costs and benefits for both consumers and for the section associated with retail energy contracting, in a conservative estimate based on Ontario costs versus other markets, the cost of customer acquisition and maintenance, using an approximate base of 10,000 customers.  Ontario roughly doubles, or more, I should say, the costs of customer acquisition and maintenance of Pennsylvania, New York, and Maryland.


The one fundamental thing that always has to be remembered about this is that costs, of course, have to be absorbed in some manner and, generally speaking, those increased costs have to be put into the end-line retailer marketer's product line.


Same with regulatory costs.  When you increase the overall cost base to operate in a market, it becomes a lot more difficult to run or operate within that market within a level of efficiency.  And consumers benefit from when you reduce those costs and barriers.


One thing that -- and that's on the benefits more on the retailer side, I would say.


One aspect of a consumer benefit -- and there is a significant cost in this -- is the display of the global adjustment.  The global adjustment is the single largest cost of a consumer's bill on average, especially using any of the numbers that have been used today, and roughly accounts for about 38 percent, when I am just using 1,000 kilowatts a month at the estimated -- under time-of-use pricing.


Now, the next highest bill -- single bill item charge is delivery, but delivery has, depending on the utility, up to half a dozen or so charges built into it.


But the single highest cost typically is the customer's service fee per month, but the global adjustment accounts for 230 percent higher than that next single largest charge, or 29,000 percent higher than the lowest single charge on a customer's bill.


Transparency is greatly hurting customers in that respect.  It is a significant cost to the industry for that lack of transparency, because consumers don't truly understand where their money is being spent or how they are spending their money.


Now, just covering -- the OPA defines the global adjustment as the following -- and I won't read it.  But one thing that -- and switching back to the costs and benefits, the retailers are being very badly damaged both by name and reputation and everything else in respect to the statements that are being made by the utilities, such as the global adjustment is a retailer charge, the global adjustment is billed and collected by retailers, and you only pay the global adjustment when you are with a retailer.


These are very common charges.  Now, we've had confirmation from utilities that represent greater than 65 percent of the Ontario market that those misrepresentations were being made by their call centre staff to consumers, or are or were; they are working on that aspect.


But the damaging aspect, of course, is to retailers directly, because it's being misrepresented as to the fact of what the origin is to the global adjustment.


The ultimate damage is also to the consumer, because there's an immense level of confusion.  A consumer by default would trust a utility more than they would a retailer, because the utility is a more established business.  It's been around, in Toronto Hydro's case, 100-plus years.


And even though the retailer is the party that is correct as far as information that's being presented to them, the consumer would not side with the retailer in most cases.


Additional costs of just Ontario versus other markets -- and this is taken from the ABACCUS report -- year over year Ontario is falling in its competitive ranking as being identified as an unsatisfactory market in that respect, where, generally, the goal would be to of course want to increase those ranks.  And it is not -- those are pretty self-evident.  I don't think I have to spend time on them.


And commercially, we also continue to fall down into the rankings, where -- including being raked lower than markets that aren't even deregulated.


The fundamental question, of course, has to be asked, is:  Why is this lack of competition being effected, and how is it affecting the consumer in that respect?

Then the number of retail suppliers making offers to those large consumers, Ontario ranks as second-last only to Oregon.


Now, transparency is, of course, a primary part of the ECPA and, I think, the act itself, in that obviously the consumer should have full disclosure of what it is.


One of the aspects which was previously discussed is global adjustment.  Most markets outline, of course, their customer service fees, which many customers in Ontario don't even know what that is.  It accounts for up to 10 percent of their monthly bill, when using the same numbers that everyone has been using, but it is hidden from many customers, generally on the electric side, not on the natural gas.


And the conclusion is this lack of transparency is a significant cost to the consumer, because the consumer who is not educated about the fundamentals of the industry, the fundamentals of what's being charged, where in other jurisdictions a consumer has a very succinct, broken down part of their bill, so they know exactly where their money is being spent.


In Ontario, that transparency is unfortunately not at the level of other markets.  And it is a cost to the consumer in that respect.


Another aspect is many consumers are not, in Ontario, permitted to switch if they're with a submetering company.  It's an additional cost just because strict regulation, of course, says everyone should have choice, but it's an additional confusion into the market in just adding another level of information that just further muddles the consumer's understanding of this market.


And it is one of the only markets, being Ontario, that it's restricting competition and choice based on customer's residency.


Some of the submetering companies, of course, have misinformed formed their consumers as to years in business, perceived savings versus other options.  Some companies, mainly utility-related, have switched their customers outside of retail agreements, outside of the Retail Settlement Code, and even switching over their customers over to their affiliates, which of course is a violation of the affiliate code.


All of which really negatively affects retailers, but consumers equally so, simply because a consumer does not think or believe that they even have the choice of providing another party.


They feel that is the natural and correct thing to do, even though it is not.


Now, the multi-residential buildings, there has been a practice of switching a customer back and forth from RPP back to wholesale, back to RPP, back to that.  And each time, the RPP variance settlement amount was paid in full to the consumers.


This is an immense, immense damage to consumers, but it is also, to a point, damaging to the retailers.  These bad actors -- one of the prominent organizations was a utility affiliate -- had stolen -- I shouldn't use that word, but had misappropriated funds -- I don't know how to say it -- of greater than, in our estimates, $200 million of taxpayer -- ratepayers' revenues that I'm sure otherwise would not have been spent.


These buildings, these building owners, these property management companies and the companies that facilitated these rapid switches are the ones that did that.


That is both damaging, obviously, to the consumers, as a whole to the system, as well as retailers, although generally most of them are not licensed as low-volume so they would never be on the radar under what we're talking about.


And then the final question, of course, would just have to be asked, is there is a significant amount of money being spent on behalf of, particularly, the electric utilities on a switch towards a -- a shift away from retail aspect and having that choice, or maybe segregating it just to the large commercial industry or industrials.


And the obvious questions have to be, of course, asked is:  Why would you spend after-revenue tax -– after-tax revenues on something which you would ostensibly or allegedly make no money on?

It does not make sense for a business to operate like that.  And it further confuses -- and based on what I was saying with the global adjustment -- the representations of the utility, which should be a neutral party but which, in many cases, is clearly not.


And the question should be asked:  How would the elimination of competition benefit a consumer?  And more to the point, benefit the utility?

Now, this is common for other utilities to act in part on the market throughout other markets, but as noted in a prior presentation, a lot of those other markets the utilities are actually active participants in competition.


Ontario does not have any active market participants in that side.  They're also -- because of the split between utilities and generation, there's no reason, really, to have that association between the two.


So ultimately no reasonable party or business would spend their revenues on something which you do not make any profit on.  So that is a very fundamental question, and it is damaging consumers because it is further confusing consumers unnecessarily.  And it is also obviously damaging retailers, because there's certain representations that are being made to a consumer, and a consumer by default will always believe a utility over a retailer, even if the utility is misrepresenting the facts.


I was hoping that was within 15 minutes.


MR. DADSON:  I don't think it was, but anyway...


MR. SMALL:  Damn it.  Sorry about that.


MR. DADSON:  Thank you, Jordan.


Perhaps AG would go next?  Would that make sense?  Is that all right?

MS. GAGE:  Sure.

MR. DADSON:  Is your colleague available?

MR. FRASER:  Do we need to switch places?


MS. KINAPEN:  Just for those on the phone lines, we're going to temporarily unmute the phone lines so the AG representative can participate.  So the phone lines will be open.

OPERATOR:  The conference has been unmuted.

MS. GAGE:  I apologize while we're getting set up.
Presentation by Ms. Gage:

Good afternoon, everyone.  I'm Rose Gage. I'm the CEO of AG Energy, versus A-G Energy.


AG Energy stands for agricultural energy, and we are an energy cooperative and agricultural solutions organization.  And we are a cooperative.


Beside me I have Bruce Fraser, who is on our team, to be able to discuss some of our ECPA concerns.  As well as on-line we have Michelle Vieira, who is our director of operations, member relations and customer service.  And she is the one that has very steeped experience in terms of pre-ECPA opportunities.


Officially, we do not participate in the ECPA at this point in time.  We have found that due to the rigour -- which we agree with because of door-to-door sales -- that due to the rigour that is expected and all the documentation and reporting requirements, et cetera, it was not something that we had as a viable opportunity to serve our members in a cheap and cost-effective manner.


So what are the facts about AG Energy?  First and foremost, we are founded or were founded by Ontario Greenhouses in 1988 due to the natural gas deregulation in Ontario.


We are an independently, agriculturally-focussed co-op that specializes in energy solutions for our membership.


We have members who are our shareholders, our owners, and we have consumers.  So these would be people who are non-members and not agriculturally-based but consume with us, and that would be for natural gas and electricity, but this would be for large-scale consumption.


Our role is to commercialize energy policy for the benefit of agricultural, whether it is producers, processors, agri-tech, and anyone who's in the value food chain in terms of that area, and by minimizing the risk and also minimizing costs.  We are competitive in nature, and we base our -- our behaviour is based on a break-even model, which means that we have very, very skinny margins.


We are member-owned, as mentioned, and we are member-governed, which means 80 percent of our board of directors actually comes from our membership.


We are truly an Ontario-based model and a solution.  Our annual sales are approximately 45 million, and again, break-even model.  Profits are always distributed back to our members as either dividends, patronage rebates, which are really considered to be a distribution back in terms of cash, as well as shares, and also enhanced shareholder value.


We have close ties with the agricultural community, whether it is with the Ontario Federation of Agriculture, the Ontario Agri-Foods Technology Organization, Flowers Canada, the Ontario Greenhouse Association, or the Ontario Greenhouse Vegetable Consumers, and others as well.


Pre-ECPA we never went door-to-door, and we did not have a complaint, and I think that is very important to understand.  It is a referrals-based business, and where we have done work with our associations it has basically been something where an association will reflect and see if there is value-add, and then they will allow us to provide feedback to their potential constituents, and then they would then see whether or not they would be interested in participating with us.


We are small.  However, we are also nimble.  Due to the ECPA changes and because of the fact that we -- basically we left the marketplace in this vein, we lost about 8 to 10 percent of our sales overall.


In there we also released about 150 megawatt -- or kilowatt-hours -- 150 million, sorry, kilowatt-hours, in terms of electricity, and also about 1,000 DCQ, in terms of GJs.


So how are co-ops different?  And I think this is what is the discerning difference between ourselves and our other participants if we looked at pre-ECPA.


We have a different purpose.  Our purpose is to meet the common needs of our members and our investor-owned businesses to maximize profits for shareholders, but we have different control structures.  We have one member, one vote, in terms of the system, and that is for everybody who is a participant.  This helps serves the common need of the constituents that we serve versus the individual needs.


We have a different allocation of profits.  We share profits amongst our members, based on how much they use the co-operative, not on how many shares that they hold.  Any surplus profits are returned to our membership and therefore remain within the community.


Our co-ops also tend to invest their profits in improving services to our members and also promoting the well-being of our communities.


How are we unique?  We provide competitive energy prices and products that suit our members' risk tolerances.  We also provide dividends, patronage, and enhanced shareholder value where profits are generated.  We offer fixed prices for one or more years.  Typically right now for natural gas, when we're looking at the large users, we're looking at one- in three-year deals, as well as a market rate.


When we're dealing with large volumes and small volumes per member -- which are non-ECPA-based but still on the smaller scale -- that is what we're focused in on, but again, we do not participate in the ECPA.


We have opportunities when it pertains to multiple sites and meters per member, so one member could potentially have four meters, but in the aggregate they would be considered to be a large-volume member, but because we don't have the ability to aggregate they're actually considered small-volume numbers, or we are precluded from being able to serve.


And furthermore, the benefit of a co-op is that we assist in our members' balancing wherever possible and feasible for the benefit of the membership.


Our concerns, in terms of the ECPA, for us, because of our small scale and the small number of members that we serve, it is a very high cost of execution.


In terms of the reporting and the rigour, especially as we are really truly a self-regulated, member-driven model, it is very prohibitive for us to be able to participate.


The low-volume rules require us to review and to be able to participate at a high level, but there is a lot of red tape that could perhaps be minimized to be able to allow us to participate.


However, given that it is a member-based model, ownership model, perhaps there is an opportunity for a waiver to be put in place or an agricultural consideration to be thought of.


The high cost to serve allows us to not be able to do a lot for our membership and allows us not to do a lot for agriculture.  So for instance, in Ontario we have 55,000 farms.  If we could even take 10 percent and service that, it would be a value-add to be able to service better for our communities and to be able to allow that there might be a higher cost opportunity, higher savings opportunity, and a lesser cost to them.  And the current process, again, for us has allowed us to exit this business.


In terms of recommendations, we would like to see a co-op-offered exemption or waiver from the ECPA rules and requirements.  That is not only for Ag Energy co-op, but if there was another co-op that -- or other co-ops that wished to come into the community, we would actually like to see that competition and that affordability provided to others.


So the waiver would apply to all members of any licensed Ontario energy cooperative.  It would be a declaration or waiver from members requesting the exemption if at ECPA levels, perhaps require proof of co-op membership or agricultural orientation to allow for that status to qualify.


We would like an exemption precedent similar to the one that is used for Hydro One for regulated price plan, and also, we would like to see something that does not discriminate owners or members, large and small, to benefit from low energy prices, collaborative efforts of their communities, as co-ops are self-regulated.


The existence of the co-op is really on the value it provides to members.  If it does not provide value, if it does not de-risk, it will not exist.  And it is as simple as that.


Further recommendations.  Streamline the ECPA customers for people with multiple meters.  Apply to not only the residential or to residential, meaning residential and business combined.  So for example, a farmhouse and a business combined.  So you have the homestead per se, and they may have a dairy location or poultry location.  Consider these as being one entity.


All locations should be covered by the same contract, and all the terms and conditions would be considered the same for all the locations.


Furthermore, enhance the ECPA process to further protect the consumer.  Consider perhaps having a hotline for consumers to acquire real-time feedback on the licensed retailers or have web access with similar information.


Have a dashboard of information which provides a rating score based upon the number of infractions or complaints received in each calendar year, and actually provide the historics as well.


In summary, Ag Energy is different from other retailers.  We're owned by the people who we serve.  Our members benefit from competitive energy, trusted advice, and distribution of profits via dividends, patronage, and enhanced share value.


The exemption or waiver for co-op membership from the ECPA requirements due to ownership or self-regulating model should be something to be considered.


Should look at treating customers with multiple meters as one entity, and this will actually help with red-tape reduction.


And also provide help to provide additional consumer information in terms of sources to allow for independent and accurate information when the potential consumer needs it.  Rather than it being something that is static on the website, perhaps having a live body that can actually validate that if there is a person that is door-knocking, that you can say, yes, they're a legitimate person and that there is proofs in place.


And that is all we have to add.  Thank you.


MR. DADSON:  Thank you very much, Rose Marie.  I think we will now turn to Bruce Sharp for the last presentation.


OPERATOR:  The conference has been muted.

Presentation by Mr. Sharp:


MR. SHARP:  Sorry, I'm just...  Okay.  Thanks for having me here today.

The first slide here is just a summary of the written submission I made on November 20th.  So I have included the web link for anybody that wants to go and look at that.


I won't read through it again, but I will just try to give a quick highlight of each of those five points.


First point is that the state of the Ontario energy retailing market is a result of the asymmetry of information that we have.

Second point is the global adjustment that is paid by all regulated consumers and those on retail contracts already provides the kind of protection that people would be looking for against varying spot prices.


A third point is that retail contracts duplicate what is already done by the GA, so we don't need retail contracts.  I will talk more about that.


The high profit margins embedded in retail contracts of about -- I stated as about $200 per year, virtually guarantee a home owner will not benefit from an added -- that added cost.  And that $200 is pretty mild compared with some of the numbers that Mr. Dewees stated.


For electricity, we had annual costs ranging from 310 to $488 per year for a retail contract.  And from natural gas, that ranged from 214 to $730 per year.

So I would say that we don't need retail contracts.  If we must have them, then there should be some changes made to the side-by-side comparisons, the verification scripts, and some very strict auditing and enforcement.


So my comments today, I'm just going to focus on electricity.  Certainly the natural gas market has its warts, but I am going to talk about electricity because I think, in particular, that is where we definitely don't need retail contracts.


Following the theme from my written submission, I would really talk about retail contracts for electricity as being like a cement life jacket; something that we certainly don't need.  But if we're going to keep those contracts, then we can improve the cement life jacket through enforcement and with some changes as well.

So I'm just going to lay out some definitions and assumptions, because I like to use the word "hedging," so whenever I use the word "hedge" I'm talking about entering into a fixed-price contract.


When I talk about the spot market price, I'm going to talk about what we would call the base load price, so if you use the same amount of energy in every hour of the year, adjusted for a typical small customer load profile.


For the global adjustment, there's two global adjustment charges, two classes, class A, class B.  Sometimes I refer to them as first class and second class.

For class B consumers -- that's the vast majority, including residential -- global adjustment is paid on a unit rate basis for energy consumed.


So when I talk about total commodity price, I'm referring to the spot price plus the global adjustment.  That would be for regulated price planning customers.  Or the contract price plus the global adjustment for a retail contract.

So why do we hedge?  We hedge to reduce our exposure to movements in the underlying commodity price.  So we're concerned about where the commodity price might go.  In particular, we're concerned with the commodity price going up, so we want to reduce our exposure to that.


We want to increase budget certainty.  Some people want to have an absolutely certain budget, meaning they're going to pay the same unit price regardless of where the underlying spot price goes.


Now, what we don't ever want people to think of is:  Why are we hedging?  Are we hedging to save money?  No, we're not hedging to save money.  The focus should be on that stability and budget certainty.

So I'm going to present a graph here that I will build up slowly with a number of elements.


The first element here is showing how we got spot price across the bottom or X-axis and we've got the result along the vertical axis.


So you can see from the blue line here, the graph proportions don't really represent it but the slope of that line is 1, meaning that as the spot price goes up or down by 1 cent per kilowatt-hour, the energy charge on your bill would move up or down by 1 cent per kilowatt-hour.


If we show how the global adjustment for class B consumers varies compared to the spot price, as Don Dewees referred to earlier you can see that there is a mirror image effect.  When the spot price is low, global adjustment is high.  When the spot price is high, the global adjustment is lower.

So really what that is doing there is it is a manifestation of the financial side of the fixed-price contract.


If we put the two together, then really that's the total commodity price paid by a regulated price plan consumer.  So we have the spot price plus the global adjustment, so the blue line plus the red line, equals the green line.


I've put on there the 3.2 cents wholesale price as a reference, but the total price for the two of them is 9.7 cents per kilowatt-hour.  And that's a ballpark estimate for 2015 for small-volume customers.

What we can see here with that green line is that it is very stable.  So customers would be indifferent to what happens to the underlying spot price.  So that is the key goal for hedging, is that stable price.


Now, in reality, the total commodity price does go up and down on a monthly basis, and there's a number of factors behind that.


Those factors are that we have a generally rising trend in the total commodity price.  There's seasonal variations in the generation.  I will underline the GA-related contracts.  And also probably the biggest factor in terms of the total commodity price varying month to month is the quantity of energy that class B global adjustment costs are spread across very seasonally.


So that contributes to the fact that the actual total commodity price that we would see if we saw the true price every month does go up and down on a monthly basis.


So now let's talk about the idea of retail contract.


So if you entered into a retail contract, here I'm showing it at a level of 5.2 cents per kilowatt-hour.  So I have taken that wholesale price of 3.2 cents, I've added in a typical margin of 2 cents a kilowatt-hour, and the purple line is showing the retail contract price that you would pay of 5.2 cents, regardless of what the underlying spot price market was.


I just want to emphasize that when you're on the contract price of 5.2 cents, you're still going to pay the global adjustment charge.  So you're still going to pay that charge represented by the red line.


So if we put the contract price and the global adjustment lines together, the purple and the red, we get the resulting price relationship you would have if you're on a contract.  So this is represented by the light blue line.


There's some things to remark here.  The main one is that it is not a flat line, so we have something that is unstable.  Don mentioned before that with the RPP we had reduced volatility and so we had some stability.  And with the retail contract, you had more volatility and less stability, or more instability.


The other thing that is remarkable here is that the slope on this line is negative.  So a negative line in this case is an indicator that the customer is over-hedged.  So an over-hedged indication is if spot prices go up, your net price goes down, which means you're speculating on the price of electricity, and vice versa.


So on this idea of speculation, it is really quite undesirable, unless you're really in the business where you're putting money at risk and consciously speculating on where the electricity price is going to go.


So it is the kind of activity that if you were at a large, let's say, industrial customer, you're the energy buyer, the risk manager kept coming to you and saying:  Hey, Bob, you're over-hedged, you're over-hedged.  You have to straighten this out.  And you stayed over-hedged, it is the kind of thing that could get you fired for really putting your money company at risk when you shouldn't have been.


So just to summarize some of those ideas around hedge outcomes, in the absence of global adjustment your price would just vary with that spot market price.  The GA does provide stability, so that flat green line shows that you have a stable outcome regardless of where the spot price goes.


And with the retail contract you're still planning the GA.  The fact that now the total price you're paying, that light-blue line, is not flat means that instability has been reintroduced into the unit price that you're going to pay, and because it is negative, you have speculation going on, there is a further increase to costs that I will talk a bit more about, and to benefit the spot market has to rise drastically.


So what's the probability the retail contract is going to pay off?  I would contend that it is very low.


The $200 per year gross margin is a number that you see out there in certain companies' financial results, and that would be 2 cents a kilowatt-hour on the typical consumer with consumption of about 10,000 kilowatt-hours per year, or just one-and-a-half cents on a customer with consumption about 30 percent higher.


So if we look at a probability distribution where the spot price might fall, you can see that there is quite a gap between the expected forward price of 3.2 cents and, moving out to the right, with that added margin of 1.5 to 2 cents.


So you can come at the analyses a number of different ways, and the information that we have in the electricity market isn't nearly as good as what we have in natural gas to really figure this stuff out, but I would contend that the probability of that electricity retail contract paying off for a small consumer, if the margin was 2 cents per kilowatt-hour, is probably in the 5 to 10 percent range.


So I just want to show you a couple of side-by-side bill comparisons with that one addition that I was talking about.


So version one here is that a contract price equal to the most recent energy price forecast in the RPP price report, plus the 2-cent margin for the retailer.


So these are the top half of the graph, or the table shows the regulated price rates paid for the different consumptions during the three time periods.


So on that 800 kilowatt-hours of consumption during the month you would pay $76 for your total commodity cost.


On the contract side your rate is 4.252 cents per kilowatt-hour.  So that in the RPP price report they're forecasting 2.252 cents, and I added on the 2-cent margin.


The same price report was forecasting a global adjustment charge of 7.49 cents, and so under the retail contract offer you would have a total commodity cost of $93.94, for a difference of 17.94.  So positive difference is the higher cost for the retail contract.


Now, this is a more favourable comparison to what you would typically see.  Here's a second comparison.  And this is really -- the starting point was a contract price that had a weighted wholesale price or that had as its basis the weighted wholesale price of 3.2 cents per kilowatt-hour.


So that is a wholesale price for about one year, added -- again, added the 2 cents margin.


So again, on the regulated price plan we've got $76 as being the price you would pay for commodity there.  On the contract side now we're at 5.2 cents, 3.2 plus 2 cents, as the energy price, and the same global adjustment unit rate.


So in this case we've got a total cost of $101.52, for a total differential of 25.52 per month.


So if we go back to that first version, it's about $18 per month, 215, $216 per year.  This case, we're at 25.52 a month additional cost for the retail contract, $306 per year.


So why are people signing contracts still, if this is the type of comparison they should be seeing if it's presented to them properly?  I would contend that fines and penalties are failing as a deterrent right now.  I have included here as a link to enforcement proceedings on the OEB website, and it provides for some alarming reading.


I would say that costs -- penalties are just a cost of doing business, and it is pretty easy to do the math here.  If we look at an energy marketer with 25,000 contracts or residential customer equivalents, RCEs, as they're called, if the gross margin is the order of $200 per year per contract, they're incurring penalties, let's say, of $50,000 per year, their penalties are $2 a contract.  So it is 1 percent of the gross margin.


So it's really just something that's -- flows off them like water off a duck.  So we must have penalties, and we must have other measures that act as true deterrents.


On the subject of compliance and enforcement, we need something that is very proactive, we need something systematic, and we need something that is quantitative.


So really, if we're not already using it, the OEB needs to adopt something called acceptance sampling, which is really something used quite regularly by entities that are buying something from different providers, and the OEB is effectively buying on the public's behalf.


So we need to set quality standards, very well-defined quality standards, for the highest rate -- incidence of errors that we're willing to tolerate.  And those quality standards would vary, depending on severity of errors, a much higher severity of error we might be willing to tolerate a lot less of the time.


So when we sample a subset of a total population using this acceptance sampling process, there's two outcomes.  You can accept or reject a lot or the total quantity of products produced, and for an energy retailer over different periods of time, quarterly or monthly, we could look at the additions or renewals that the retailer has as a quantity or a lot to be evaluated.


What we could do is if, through the sampling process, we find that they don't meet the quality standards, then we could reject all of the additions of renewals they had in that period.


So my final words would be just to re-emphasize that I think we should abolish retail electricity contracts, new contracts, and renewals.  We don't need them, and they're bad for consumers.


And if we are going to continue to have retail contracts, we should increase the disclosure.  We should make it explicit so that the customer fully understands what the costs are of the options and which option is the higher cost.


We should have some high standards that we audit to very closely and we should strongly enforce.  We should have the will to potentially reject large groups of contracts, and if we're not going to be rejecting contracts, then we should have some very high penalty rates that go well beyond just a relatively low cost of doing business.


So that concludes my comments.


MR. DADSON:  Thank you very much, Bruce.  I think we have about 40 minutes for questions.  What I would suggest is that we proceed this way with respect to questions.  I'm going to suggest, again, that we start at the back of the room and work our way forward.  If you have a question, since I'm sitting down here, just please raise your hand, and I will identify you, and when you ask a question, please identify -- give your name, identify the organization you're representing.


I think, given we have some very different perspectives represented on the panel, so I think it is only fair to our panellists that you direct your question in the first instance to one or other of the panellists, and if the other panellists wish to answer the question as well, I would invite them -- give them the opportunity to do that.  But let's proceed in that way.


So let's start at the back of the room.  Is there anyone at the back who has a question they would like to pose?  There's some people behind you?  No?  Okay.

Q&A Session


MR. TUCCI:  I have a number of questions, actually, because we're dealing with -- I want to deal with Jordan's presentation and a bit of Bruce's.


First, with respect to your calculation of how much customers are paying as a premium, just so you know, the EDA has asked its own members -- I work with the Electricity Distributors Association, and we asked members about, you know, how much are people paying more.


One example we got was a bit more alarming than what we have been saying today.  We got a typical customer, you know, using a lot more power than some of the examples we're using, and the premium that they're paying is approaching the $100 a bill.


Now, that is -- it could be a bimonthly bill, I'm thinking, but it's not insignificant that they're paying a premium.


Now, Jordan was asking why are utilities even taking issue with, you know, taking a position on this.


I want to just clarify that we started looking at this when the Auditor General's report came out and mentioned that customers are paying a premium.  And we, you know, looked into it further and found that yes, they are.  And investigating -- we took a position and we issued a press release saying that maybe it is time to look at this and review whether it makes sense.


This is consistent with what Bruce is saying, that, you know, the RPP right now provides a levellized price for people.  And if people are looking for levellized price, they're getting it from RPP.  And retailers, if they -- what they're offering is a levellized price and maybe protection from the future.


And when we look at the price projections going forward, we have our doubts whether that premium are worthwhile.  And particularly the problem is when you sign with a retailer, the global adjustment becomes a separate charge.  It stands alone, and then it becomes volatile and it is the element of the bill that is going up the fastest.


So it is not necessarily a question, but it is more like I'm questioning Jordan's analysis when he says that choices is the bottom line, because you know, sometimes choice has a cost.


We don't talk about, in Ontario, a choice for health care.  We've stepped away from that.  And other jurisdictions have health care as a choice, but we don't because we said we think in the long run in Ontario, health care that's socialized is the lowest cost.  And we've -- you know, you can have a debate about it, but there's an example where there isn't a choice.


So you said choice always works in every situation, and I can tell you from our experience in the electricity market, having -- giving customers a choice for retailing has been one of the big problems that we had.  There is a lot of infrastructure put in place to allow customers choice, and that's a cost that everybody's paying for in order to have a choice.


Now, I'm not saying we're going to -- we're not going to take choice away from everybody, but we're just saying where customers have RPP we're not sure that, you know, the choice is a good choice.  And --


MR. SMALL:  So you're saying that it is only good for an industrial or commercial customer and no one else should have a choice?


MR. TUCCI:  If they have a good understanding of what the RPP does, yes.


We're talking about low-volume customers, just residential customers that don't have a good understanding of what's happening.  And, you know, utilities don't give customers advice over the phone, despite what you're saying.  They do not want to get involved in this.


It is the EDA that has taken a position, because of the number of complaints that we get from customers.


And our analysis shows that it seems that the retailers are not providing what customers expect.  And, you know, so it's -- choice is not an end in itself if the choice is always something more expensive.

MR. DADSON:  Maurice, why don't we treat that as your question, and ask Jordan whether, in his view, choice is an end in itself?


MR. SMALL:  You know –- and thank you.  I appreciate your statements.  And I don't agree with a very large number of the statements you made, including your press release, which had a number of falsehoods and misrepresentations.


I really want to deal with the facts at hand.  And, you know, if you're going to look at Ontario and sit and say that Ontario is so far the best market out there and if you're going to focus strictly on price, Ontario is the most expensive in North America.  And it is getting worse every single day.


And the Ministry, if anyone is here, has stated point-blank it will continue to get more expensive.


So I would offer that solution.  And I understand that you can continue to sort of objectively point at a retailer which accounts for 6 percent of the market, as we've been told, and dropping as the end-all, the evil, apparently, of the market, where I would submit to you that an RPP customer has seen their bills astronomically increase.  And I do use that term "astronomically."  I would ask you what your solution to that is, because it is clearly not the path that we're going down right now.


And -- just give me one second -- and that's my focus above all else.  Any industry that has gone from a public system to privatization of a true privatization nature in North America or throughout the world, a consumer has benefited by price, period.  Competition always pushes down things like price.


Telecom in Canada is a great example.  Airlines in Canada is another example, except for maybe Air Canada.


But the bottom line is competition has shown time and again to benefit the consumer, and there is not an example that you can show me that would counter that.


And the reality is the path that we're going down.  And I understand what you're stating to me, but what you're not giving me is a solution.  You're just giving me that problem.


And I would argue that, obviously, the two paths that we're going down maybe are not the paths that we should be.  But your advocating for the re-regulation of the entire industry, which has made Ontario the most expensive region in all of North America and getting worse.


And I would suggest to you that that is maybe not the solution that you should be advocating for.


And more to the point and exactly as you said, me, as a utility customer -- meaning that I will still pay transportation and distribution -- while I appreciate your concern to the market, I believe it is the OEB's job to regulate the industry, manage consumer complaints.


And I don't appreciate -- me, as a consumer, as a business person –- my funds and my revenues being spent towards the elimination of that.


I think that a utility, especially the electricity utility, should be concerning itself about the safety and delivery of the commodity, and absolutely nothing more.  That is your job --


MR. TUCCI:  I have to respond to that immediately, because we do put safety first and we do put our customers first and we do regulate –- and we do look at what -- you know, the services we provide.


And that is not the issue.  You're just distracting us from the key point here that, you know, the utilities are not spending a lot of money attacking retailers.  They don't.  They try to be neutral.  And it is only the EDA that wrote a submission that did not take a lot of time to write, because we were just quoting the Attorney General and we were just supporting the NDP government's -- the NDP's party position to, you know, ban retailing of electricity, especially door-to-door retailing.


So it is not like there is a big cost for us to intervene in this.  And we do not -- you know, we don't only deal with, like, distribution.  We deal with issues that affect the whole electricity sector on an ongoing basis, because the total bill is what our customers see and any part of the bill that is affected that our customers are paying, we have an interest in.  Because we're the ones on the front line that are answering customers' questions, and we have to explain what's going on when they see a bill.


And so we have to be informed and we have to stay on top of these issues.  And so it's not -- we shouldn't -- we're not going to just sit back and not state what we think is obvious, when our customers are telling us they have problems.

MR. DADSON:  Okay.  Thank you, Maurice.  I would like to give the other panellists -- they may well wish to weigh in on this issue.


Bruce, did you wish to comment on the question?

MR. SHARP:  Sure.  I think, Maurice, you gave health care as an area where we don't get choice.  We also don't get choice on seatbelts, auto insurance, wearing a motorcycle helmet.  So these are all things where individual choice, but of the wrong kind, can result in something pretty damaging.


In terms of who should be entering into a retail contract, again, I'm here to talk about electricity.


There's very few customers in the province who should consider an electricity contract.  And all of those customers are global adjustment class A customers.  A customers should consider it, not necessarily do it.  They should be looking at the risk profile, understanding what their exposure is given the GA cost that they do pay, and then whether or not they want to do anything.


But class B,  which is the vast, vast majority, including residential consumers, I would say they're already done, and to enter into a retail contract of any significant quantity vis-à-vis percentage of their consumption would be a big mistake.


MR. DADSON:  Thank you.


Moving forward?  Imran.


MR. NOORANI:  Imran Noorani, Canadian Riterate Energy.  We're an online-only retailer.  We launched in 2004.  And Bruce, my question is for you.  So in your presentation you have looked at fixed-rate electricity contracts and you have made the conclusion and the recommendation that we abolish all retail electricity contracts.


In doing so did you -- as Don Dewees actually pointed out, there are other retail products in the market.  Did you consider these other retail products and the RPP load profile and its applicability for those types of consumers in forming your opinion that no retail contracts should be allowed in Ontario?


MR. SHARP:  I would say the short answer is no.  Just looking at the RPP comparator was looking at the time-of-use weightings of 18, 18, and 64 percent.  So I didn't look at any really niche opportunities where you might, say, have a much higher percentage of on-peak use, and with a thin margin retail contract you might benefit from that.


I'm just trying to kind of cover off what I view as what's going on as a majority of activity in the market.


Did I answer your question?


MR. NOORANI:   Yes, thank you.


MR. DADSON:  Moving forward.


Julie, Michael, do you have...


MS. GIRVAN:  Thank you, Julie Girvan, Consumers Council of Canada.


Jordan, this is my -- a question for you.  You have seen the analysis that both Don Dewees put up, and Bruce, and I just wondered if you agree with that or not, in terms of the higher costs paid by consumers that are signed up with retailers.


And then my other part of the question really is, if that's the case, that retail customers do pay more if they're with a retailer, what changes do you think we could make in Ontario that would bring benefits to customers through a retail market?  So what is your sort of solution?  I haven't seen it really in your presentation about what you think we could do to benefit Ontario customers.


MR. SMALL:  I appreciate that question.  And, well, I think the numbers, we would have to go on a side-by-side presentation, where some of them I definitely would agree with and others I would not agree with.


There are possible solutions, and a number of markets offer those kinds of solutions.  The global adjustment, for example, is unique to only Ontario in the world.


It's something that's -- no one else sees.  One possible solution, of course, the global adjustment on the highest level would be the fact that the Ontario government entered into supply agreements, and they're having to cover those position -- those supply agreements.


A retail customer essentially exits themselves from that system and instead chooses to buy from, for example, Planet Energy.  So it is very punitive and damaging to a customer, because I would argue with you that if they're buying their supply from me, I'm now responsible for their supply.  Why are they also paying the global adjustment?


They should not be paying the global adjustments at all.  They should be separated as, they're choosing to, to be removed from the system that is otherwise being put on to them.


One possible solution, of course, would be that a retail customer would have the option to choose their supplier in the truest of senses, meaning not being forced to account for the government contracts that they didn't choose to sign.


And it is a bit hypocritical, in that the government is okay to sign 20-year contracts-plus, but a consumer couldn't make the same and similar choice.  That is one possible solution.  There are many solutions.


You can definitely look to a number of possible aspects out of, as I said, New York, Pennsylvania, Maryland.


Now, part of the information that I have seen today -- and a lot of it is excellent information -- but the other markets have really reflected in many cases a downward curve in pricing, and then it has been increasing a bit year over year, as most things do, but it tends to follow inflation, or at least the supply prices themselves.  So if natural gas goes up and your predominant generation is natural gas, therefore your supply price goes up.


But Ontario has exceeded both the generation side, as far as what commodity would reflect, or inflation.  It has just been a rocket straight up on cost.


There are a multitude of possible solutions, but what I do know is the one solution is not to continue on to a fully regulated market that has very clearly not benefited consumers at any point in time, let alone the stranded debt that we're still paying off to this very day.


MR. DADSON:  I would like to give Rose Marie or Bruce an opportunity to weigh in, if you wish.


MS. GAGE:  As we don't participate in the low-volume marketplace, what we can tell you is, particularly when it comes to electricity, is when our membership comes to us and if a member has procured a position to come into Ag Energy, whether or not they're consuming with us, we still provide them with advice, and we will say to them, when we are reviewing their electricity, that for the most part, at this point in time -- for what we can do for them -- they are better off going back to the LDC.  And that is the position that we take.


So for us, what we do is we do whatever is best in the light of the member and the consumer.  So that's our position.  But that's why we exist.  We exist for completely different purpose than others.


That being said, in the environment that we're operating in, it is good to have choice, but with the choice it is tremendous to have the opportunity to see transparency and to provide education.


So where you have transparency, where you have education, all things being equal, allow the consumer the ability to make the choice, and that's our position.


Thank you.


MR. SHARP:  I think what I was starting to hear from Jordan was a suggestion that people who enter into retail contracts should avoid the GA.  So I think that's a little irresponsible.  I think that we would quickly have a spiral to the -- a death spiral to the GA rate, and eventually the whole system would blow up.


So we have to recognize that electricity has always been a political football in Ontario, and through OPG-regulated rates, Ontario Power Authority activity, and the OEFC contracts we have a bunch of contracts that have been entered into on our behalves, and we're all on the hook for them.


MR. DADSON:  Zee, and then Michael.


MS. BHANJI:  Okay.  I have a question for the OEB, if I can ask it now?


MR. DADSON:  Why don't you save it.


MS. BHANJI:  Okay.  Then I have another question which maybe Jason could -- Jordan can answer, or the OEB, I'm not sure.


So what happens in cases where tenants are suite-metered and then the landlord signs them up with an energy retailer?  What happens in terms of any protection mechanisms for the tenants in that case?


MR. SMALL:  I think we would have to go in further detail, but if it's a suite meter, then my understanding, at least in our experience, only the tenant can sign themselves up.


Now, maybe the landlord can sign up the common-area meter, because they have a responsibility, and I'm guessing here, but a tenant on their own would have to sign up their own residency --


MS. BHANJI:  There is a case of an apartment building that one of our steering committee members has active, actually, has encountered, where tenants who are suite-metered, their landlord is signing them up with retailer.  And it is a huge issue now.  It's become a legal issue.


MR. SMALL:  I can't -- you know, I've personally, you know, on behalf of Planet Energy, we have never run into that, because we would only sign with the person that is responsible for the meter.


And so I guess in our view, as a suite meter, you know, you pay your own individual bill, meaning another party doesn't have any right to sign you up under an agreement.


So I'm not familiar with the example, but that is what I would say, and I guess that would be -- that would be a good question for the OEB, yes.


MR. DADSON:  Zee, Karim Karsan is going to endeavour to answer your question.


MS. BHANJI:  Okay.


MR. KARSAN:  Thanks, Zee.  As you know, most of these -- most of the suite-metering provisions in the ECPA sort of force landlords to speak to these issues in the residential tenancy agreement.  If you're having instances where there is not a meeting of the minds between the landlord and the tenant, please bring that to our attention, and we will take that offside.


I do think that if there are other issues with respect to suite metering and the effect that it is having on tenants, that, you know, we would really want to hear from you about that with respect to the ECPA review.


MS. BHANJI:  And my question for the OEB, when do I get to ask that?


MR. DADSON:  It depends what it is.


[Laughter]


MS. BHANJI:  It's with regards to the Ontario Electricity Support Program.


So my question is:  Because now that you have had to submit recommendations to the Energy Minister, my question is that -- what happens to people who have -- low-income people who have signed up with energy retailers?  Will they or will they not be eligible for the Ontario Electricity Support Program?


MR. DADSON:  You know, my guess is none of us here are in a position to answer your question.  Why don't we talk about that question after the session?


MS. BHANJI:  We just think that it is very important to take that into consideration, especially when this program is being developed, that we're not going to forget this segment of the population.


MR. DADSON:  Michael, I believe you had a question.

MR. JANIGAN:  Thanks very much, Aleck.


This is kind of a naive question, but it is something that has always bothered me.  If the local distribution companies -- presumably with experienced purchasing personnel -- are buying commodity in the same markets as retailers and the LDCs are simply passing through the costs of the commodity, how is it possible for retailers to both meet their costs, get a rate of return and charge a lower price than the LDC charges the ratepayers?


Can somebody answer that?  Gas or electricity?

MR. FRASER:  I will take a stab at that.


There's certainly no guarantee that they can do that.  I think what the retailer does provide is they provide stability in the price, and that stability could be, as Bruce alluded, to reduce risk of volatility.  It could also be to meet a budget.


And so those are perhaps the most important objectives of a given customer segment.


A hospital, for example, might need to know its price with certainty, regardless of whether or not it has the lowest price over a certain period of time.  So on that basis, they are making the choice that's best for them and they're getting the value of it.


Utilities are passing through their costs, that's true, but they're also passing them through in essentially real time.  In the case of natural gas, it is on a quarterly basis.  So they have no ability to hedge their system price that they pass through to end-users.  They're precluded from doing that.


So even to the extent that they might see prices rising going forward -- you know, there could be all sort of market conditions that would indicate prices are going up -- they're not in a position to do any of that hedging and they would just have to let their prices rise with the market, whereas a retailer could offer a fixed price, which might in fact turn out to be a better deal.


This morning we talked about, with Don, looking back to 2008, where the utility price was 33 cents a cubic metre for natural gas and the retailers were offering 37 cents on a five-year deal.


In a falling market, as it turned out to be, that turned out to be a very poor choice in hindsight, but I can go back five years prior to that when I personally locked in for 9.3 cents for five years and the market took off into the 25-, 30-cent range.  And so clearly there was value in that situation.


And I was looking for stability in what I thought was going to be a rising market.  Now, perhaps I have a little bit more of an inside knowledge working in the industry, but -- and maybe I was just lucky, but...


So I think there are situations where you can get value, and where a retailer can offer something that a utility cannot.

MR. JANIGAN:  Okay.  Thanks.

MR. DADSON:  Julie?

MS. GIRVAN:  Just a quick clarification.  This is for Rose and maybe Bruce.


What I was confused about with your presentation is that you said you weren't -- that the ECPA doesn't apply to you but you are seeking an exemption, and I just wondered if you could clarify what you meant by that.


MS. GAGE:  Oh, no, the ECPA definitely applies to us, we just have excluded ourselves from participating, meaning we backed out of that marketplace.


Any contracts that we had in place that were prior to ECPA are in the process of being lapsed.  So they will -- we will not renew.


So we have walked away from business, because, the comment was mentioned, anywhere from 200 to 300, $400, perhaps, to participate in this market, because we have such a small grouping of individuals that we represent, it was cost-prohibitive to the potential member and to the rest of the co-op for us to participate.


We self-selected to not participate.


MS. GIRVAN:  Okay.  Thank you very much.  That clarifies it.  Thanks.


MS. GAGE:  Thank you.

MS. FRASER:  Perhaps, Rose, you could explain a little bit more about the exemption precedent that is used for Hydro One for the regulated price plan.

MS. GAGE:  So my understanding is -- and I don't believe that Michelle Vieira is on the line right now, and she can speak better to it, but there is an agricultural exemption that can be had.


And as such, if we could actually proffer that or have a comparable co-op exemption, then that would be comparable to precedent that is already established within the industry.

MS. FRASER:  Because, I mean, obviously it is not for low-volume, but buying groups such as the Housing Services Corporation or, you know, the groups that buy for colleges.


MR. FRASER:  What happens, Marion, is that Hydro One accepts a declaration from farm businesses where that farm business makes a declaration that they are a large-volume customer for the purposes of the regulated price plan and the Ontario Clean Energy Benefit.

MS. GAGE:  Further to that, if I may add -- and I don't believe that I actually mentioned this earlier, but some of the LDCs do also have the ability to combine meters to then look at the total amount that is being consumed by the individual consumer.


And as such, that is also being done in the industry, but it's not done with retailers.  So that is another element.


MS. FRASER:  And that would be the source, then, of the benefit for your farm members who -- whose home meter, say, as you expressed it --


MS. GAGE:  It could be the home meter and it could be the business.  Or, say, for instance you have multifaceted processes that are on a location.  And process X has one meter, process Y has another meter, process Z has another meter, and process number 1 has one, and then you also have a farmhouse.


In combination, they would be deemed a large user, but individually there might be one large user in there, but, you know, four smaller, for example.

MS. FRASER:  Did AG Energy take this idea to the government or is it just a thought?


MS. GAGE:  Originally -- and I think unfortunately we were just sort of caught in the process of a leadership change -- when the ECPA was being considered, it was under different leadership at the time.  And new leadership, meaning I came on board, and we then adopted the change.


And we just saw that we could not possibly do justice to the process.  What we're saying is we believe that unfair business practices should be eliminated.  We believe that education and transparency should be had.  What we find is, because of, again, the nuances that a small organization that is independently owned and operated and governed -- we just can't participate, and therefore as a result of this our members have not had the privilege to be able to participate.


And we have had some that have been rather disappointed by the lack of our opportunity to be able to do so.

MS. FRASER:  Well, it strikes me -- having grown up on a farm -- that a lot of the energy use in the farmhouse is part of the continuum of operating the whole farm.

MS. GAGE:  Yes, that's true.  Thank you, Marion.


MR. DADSON:  I believe the gentleman from Superior has a question.


MR. BOWEN:  Yes, a question for Mr. Sharp.

When I look at your side-by-side bill comparisons, is it correct to assume that that is not an apples-to-apples comparison?


MR. SHARP:  What do you mean by that?

MR. BOWEN:  Apples to apples meaning that the contract price is set for a particular period of time, but the other prices are variable.

MR. SHARP:  So which one do you want to talk about?  Let's talk about V2, which I think is more realistic, meaning what you might see out there.


In this case, I've picked a forward wholesale price of 3.2 cents per kilowatt-hour, and I added in a typical margin of 2.0 cents.

So this is looking at a regulated price-plan price that is forecast for one year, and I'm showing a contract price, which is a one-year contract price of 5.2 cents plus that forecast global adjustment.


MR. BOWEN:  Okay.  So it is not an apples-to-apples comparison, because you're using two forecasts and one fixed rate, right, because you cannot tell in advance what the forecasted rates are actually going to be, correct?


MR. SHARP:  Well, I would say that there's a good chance, actually, that the regulated price-plan price is going to come in around that 9.5 cents --


MR. BOWEN:  With certainty?


MR. SHARP:  -- per kilowatt-hour?  Not with certainty, but with a hell of a lot more certainty than most people in the market.


MR. BOWEN:  Right.  But it is not an apples-to-apples comparison, correct?


MR. SHARP:  Well, I think the energy price is fixed.  Global adjustment charge could be higher, it could be lower.


MR. BOWEN:  Hmm-hmm, agreed.  Okay, thank you.


MR. SHARP:  Okay.


MR. DADSON:  Any other questions for members of our panel?  I think Karim Karsan has a question.


MR. KARSAN:  Sorry.  First, thanks to the stakeholders for preparing and making the presentations.  I'm sure they were an immense amount of work, and we will certainly -- it will certainly help us in our review.


To that end, Jordan, I just wanted to understand a couple of your tables just to unpack some of the figures in them.


With respect to the active low-volume retailers -- and this is a very technical question, just -- I think we have about 12 to 14 electricity retailers and gas marketers in the province.  I'm not sure -- is your numbers -- are your numbers meant to reflect something differently than that?


MR. SMALL:  The number reflected was of active, including Pennsylvania, Maryland, and New York.


So for example, Maryland has an insanely high number of registered market participants, but the number reflected in that chart is what Maryland classifies as active market participants.


Now, as I said during my presentation, we were kind of taking our best estimate at that as to the number of actual active market participants.


So I agree with you, there are more licensed market participants in Ontario, but not necessarily active or selling.


MR. KARSAN:  So it is on our website as to who has filed self-certification and who actually does filings with us, and it is in the number of 12 to 14.  I don't think anything significant turns on that.  But I just wanted to point that out to you.


With respect to customer complaints by licence type, would you agree with me that if you take into account market share between retailers and marketers versus distribution companies, that the customer complaints received by the Board with respect to retailers and marketers is disproportionately high?


MR. SMALL:  I couldn't agree on that, just because it is not an apples-to-apples comparison.  You have to understand -- and I use this as -- a person doesn't tend to complain against a monopoly, because they -- in large part consumers do not feel that they have any influence or power.


Just like going back previous, if I wanted to make a long-distance phone call, I had the choice between Bell or, you know, a can with a string.  There was no choice.


And consumers generally feel very helpless and very spowerless against a utility, and in most cases -- or not most cases.  I shouldn't say that, sorry.  In a number of cases a lot of consumers have also expressed concern about complaining against a monopoly at a fear that it would negatively impact their services, meaning they would get over-billed on purpose or something like that.


Now, I realize a utility would not do that, but it is a legitimate customer fear that they have, not legitimate in the sense that it will happen, but it is their fear.


MR. KARSAN:  Thanks.  That was my follow-up question about that, to ask you what would account for those complaint numbers.


The disclosure statement that you provided from the state of New York I thought is interesting, and I think what we're finding with disclosure statements or price comparisons is that when you increase the complexity, just the number of words on a page, that it leads to customer confusion.


Do you have a disclosure statement that's actually been completed, like one that is used by a customer, that you could send to us so that we could compare a filled-out one, as opposed to a template?


MR. SMALL:  Absolutely.  I can -- out of each one of those markets, I can give you a number of companies, because -- and thank you, because I'm in full agreement with you.


We fundamentally very much agree and like the disclosure statement.  It is a great document to have.  It should absolutely be had.


But we just want to simplify it a little more so that a consumer is comfortable with reading it and really getting the crux of the situation, instead of being a little overwhelmed by it.


So no problem, I will send that.


MR. KARSAN:  Thank you.


Finally, your slide with respect to Ontario costs versus other markets, this is something that we're very interested in sort of understanding better.


I don't know if you have the information today, but could you send us some breakdown as to what it is that you are drawing from and what you are treating as regulatory costs or acquisition costs so that we have an idea of, you know, how these numbers roll out?


MR. SMALL:  Absolutely, no problem.  I don't have it immediately on me right now, but I can definitely get that to you as far as some of the things that we were using or including in our calculation, not a problem.


MR. KARSAN:  Thank you.


MR. SMALL:  You're welcome.


MR. DADSON:  Don, do you have any questions you want to pose to the panel?


MR. DEWEES:  No.


MR. DADSON:  Jason, do you have anything?


MR. LOCKHART:  No, I don't think I do.

Closing Remarks:


MR. DADSON:  Well, I think that brings us to a close, and I really want to thank you all for coming.  It's been a very -- I think from the perspective of Board Staff and hopefully the Board it has been a very productive conversation and dialogue.


I think certainly there's some very different perspectives in the room, and some of those positions are obviously very strongly held.


But just, again, looking forward, and some things that I think you can help us with.  One, we've made a commitment to get some data to you, and we'll do that in the very near-term so you will have an opportunity to reflect on it in final comments.


Secondly, I just want to reiterate the invitation to you for you to share with us any, you know, pricing analyses, forecasts, models that you think would help us in understanding the issues we're dealing with.  We would certainly appreciate that.


I believe in the last notice with respect to this meeting Martine advised you with respect to an extension for the delivery of comments, which is now January the 12th, so hopefully you will have enough time to reflect on the discussion today and the other information you may be able to provide us.


I think what we will do, I think it will hopefully be helpful for you, is for us to send you a letter in the very near-term.  Our team will go away and reflect on what we've heard, and we may determine that there are some outstanding questions that we want some help with.


So we will set those out in a communication probably later this week and invite you to reflect on those questions in your further comments.


So I think that brings us to a close, and thank you very much.

--- Whereupon the conference concluded at 2:58 p.m.
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