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1 INTRODUCTION

E.L.K Energy Inc. (E.L.K. Energy) filed a cost of service application with the Ontario
Energy Board (OEB) on November 1, 2016 seeking approval for changes to the rates
that E.L.K. Energy charges for electricity distribution, to be effective May 1, 2017. For a
typical residential customer beginning May 1, 2017, the proposed increase was $3.50
per month.

A Notice of Hearing was issued on February 6, 2017.

Further to the Notice of Hearing, the OEB hosted one community meeting on March 2,
2017 in Essex, Ontario regarding E.L.K. Energy’s 2017 rates application.

This is an OEB staff report summarizing the outcomes of this community meeting. This
report will be placed on the public record of the OEB hearing of this application along
with copies of any written presentations made at the meeting. This report includes a
summary of comments, questions and concerns raised during the community meeting
by customers who attended the meeting. This summary is intended to capture the range
of perspectives that were shared, rather than to provide a verbatim transcript of the
meeting.

Customers are also able to submit individual written letters of comment with the OEB,
either during a community meeting or any other time during the course of the OEB’s
review of an application. The OEB places written letters of comment on the public
record of the specific proceeding. All comments must be submitted to the OEB before
the decision-makers in that case begin to consider their decision on the application. In
making its decision, the OEB considers everything on the public record, including all
comments when determining whether to grant the requests made by E.L.K. Energy in
this application.



2 THE PROCESS

The OEB convenes community meetings in the service territories of local distribution
companies that have applied to the OEB to change their rates through a cost of service
proceeding.

Community meetings are part of the OEB'’s process of reviewing a rate application. The
OEB has established a Consumer Engagement Framework to ensure that the
perspectives of customers served by rate-regulated entities are considered in the OEB’s
decision-making process.

Community meetings are hosted by OEB staff who inform customers about the role of
the OEB in rate-setting and the processes involved. OEB representatives explain the
various ways that customers can become involved in the adjudicative process. A copy
of OEB staff’s presentation is attached to this report as Schedule A.

To assist customers in better understanding the application, the utility makes a
presentation explaining its proposals for capital, operations and other spending that
result in the requested rate change. A copy of E.L.K. Energy’s presentation is attached
to this report as Schedule B.

Customers and municipal officials are also invited to make presentations outlining their
thoughts on the utility’s proposals.

Following the presentations, customers have the opportunity to ask questions of the
OEB and the utility about the application and the regulatory process. The issues raised
by customers in the community meetings are documented and used by OEB staff in
reviewing the application, asking interrogatories and making submissions to the OEB
panel hearing and deciding the application. Any verbal comments provided to OEB staff
at the community meeting are summarized in this report with no attribution.

In addition to providing verbal comments to OEB staff, customers attending the
meetings may express their concerns directly to the OEB by providing individual
comments (with attribution) through an online form on the computers provided or by
filling in a hard copy comment form, which is then submitted to the OEB by OEB staff.



3 SUMMARY OF THE MEETING

The E.L.K. Energy meeting was held at the Essex Center Sports Complex in Essex,
Ontario on March 2, 2017 from 6:00 p.m. to 8:15 p.m. Approximately 30 customers
attended the meeting to hear presentations from OEB staff and E.L.K. Energy. Prior to
the presentations, OEB and E.L.K. Energy staff were available to informally talk to
attendees and answer questions. OEB and E.L.K. Energy representatives responded to
guestions from attendees during and following the presentations.

The following OEB staff and E.L.K. Energy representatives attended the meeting:
OEB Staff

Sylvia Kovesfalvi, Manager, Stakeholder Relations
Kristi Sebalj, Registrar

Andrew Bodrug, Senior Advisor, Stakeholder Relations
Donald Lau, Project Advisor

E.L.K. Energy

Mark Danelon, Director Finance and Regulatory Affairs
Norm MacAulay, Operations Manager

The OEB and E.L.K. Energy presented at the meeting.

Meeting participants had concerns over the rising costs of their bill, the justification of
E.L.K. Energy’s rate increase, how costs are fairly distributed between customers and
why are they paying for development projects that have no direct benefit to them.
Customers wanted to express their concerns that this bill increase is only one of many
other increases they are seeing in their bills and they have concerns being able to
continue to meet the rising cost of electricity — an essential service. One consumer
indicated that he had already eliminated cable services, cut back on groceries and
made other adjustments to their household budget and is fearful there is nothing left to
cut. His family is doing their best not to have to rely on government support to meet their
bills. Another customer indicated they were now choosing between paying for their
medications or paying for their hydro. They wanted to know the justification for the
amount of rate increase and the value they are receiving for it, such as reliability.

There were also inquiries about costs that make up the rate increase such as the price
to prepare the application, capital projects, and costs to maintain the system. One
consumer spoke at length at the number of outages in a particular neighborhood.
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Another indicated there are regular outages (~1-2 times a month) which have required
consumer to be hyper-vigilant in case of flooding. This consumer has had to replace
three sump pumps, purchase a monitoring device and increase home insurance
coverage because of flooding. Some consumers could support an increase if it helps
E.L.K Energy to eliminate outages.

Customers also asked about the fairness in rates going up as a result of reduced usage
and why they are asked to cover the utility’s lost revenue. They also raised concerns
about Time-of-Use rates and how it is unfair to those who are at home all day,
especially seniors who are on a fixed income, and for whom waiting until off-peak hours
is more difficult. People also questioned if there are plans to expand E.L.K. Energy’s
service territory into Hydro One’s territory and the importance of not being taken over by
Hydro One.
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Getting Involved In OEB’s Decision-Making
Process

Every Voice Matters

This meeting is an opportunity to ask questions about your utility’s rate application
and tell us whatyou think about #.

The OEB wantsto hear from you to ensure wetake your concerns into account as
wemake a decision about your utilty’s rate application.

To ensure everyone feels welcome, safe and able to express their opinion at
tonight's meeting, we will all be:

Respectful
* Brief — so everyone can contribute
Constructive

We appreciate your productive participation.




Scope of Tonight’s Meeting

OEB Rate-
Setting Process

Getting
Involved

E.LK Energy's

Rate Application

Who We Are

* The Ontario Energy Board is an independent
public agency.
— Regulating gas since 1960 and electricity since 1999

* Our goal is to promote a sustainable and efficient
energy sector that provides energy consumers
with reliable energy services at a reasonable
cost.




The OEB Sets Distribution Rates

+ The OEB reviews the “rates”that a local utility can
charge customers

A rate is an amount that recovers:

— a utility's costs of providing distribution service (such as
operations, maintenance, administrative expense, capital

projects)

— a fair return on equity

Delivering Value — Ensuring Reliability

The OEB’sjob is to align various objectives to ensure reliability
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OEB Rate-Setting Process: Hearing Steps

1. Application

Customer Notification Oral or written

Number of activities at

each stage

2. Customer Input

L Various
Representatives

3. OEB Reviews all Information )
Timeline: ~ 9 months

Occurs every 5 years
4_Decision

Be Heard in the OEB’s Process
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OEB Hearings

* Opento all

— Evidence is public

— All written hearing materials posted on
OEB website

— All oral hearings open to the public and
broadcast through OEB’s website

What Can You Do?

+ OEB wants to hear from you. We encourage you to:
— Ask questions
— Provide comments (via post or email)
— Attend or listen in on the hearings
— Follow the proceedings

* Your voice helpsthe OEB do our job:

Ensuring utilities delivervalue by focusingon
what matters mostto you
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What Happens Next?

« The OEB Panel decides on written or oral
hearing

» Then they consider the information

— Ultility’s application
— Your comments
— Intervenor submissions

Contact OEB to Learn More

‘\J

416-314-2455 .
Toll Free 1-877-632-2727 ?{9 www.ontarioenergyboard.ca

u Twitter: @OntEnergyBoard
Address: Ontario Energy Board, 2300

Kt Yonge Street, Suite 2701, Toronto,
= Ontario M4P 1E4
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Your Voice Matters — Thank You
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E.LK.

Energy Inc.

Community Meeting

Essex Centre Sports Complex
Thursday March 2, 2017

Background

* E.L.K. Energy Inc.

— Is funded by distribution rates paid by its
customers

— Must submit evidence to justify the amount of
funding it needs to operate

— Gathers and considers the input and preferences
of customers in planning and prioritizing its
spending

— Through the COS process the rates are
rebalanced to consider the actual level of prudent
costs associated with operating and maintaining
the distribution system
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Request to the Ontario Energy Board

« E.LK Energy Inc. has applied to the Ontario Energy
Board to raise its electricity distribution rates
effective May 1, 2017.

» If the application is approved, a typical residential
customer of E.L.K. Energy Inc. would see an
increase of approximately $3.50 per month.

Customer Input

Key concern:
1. Affordable electricity costs;

Other priorities:

.4 Reliability of service with rapid response to un-planned
outages;

Information supporting the value of services provided;
Assistance to reduce consumption and thereby costs;
Professional interactionswith highly skilled and experienced
personnel;

Communications through avariety of mediaincluding phone, internet,
social media, in-person and email;

Proactive communicationswhenthere are un-planned
outages;

Businessto be customer centricincludingtimely sernvice that solves
their problems; and

Continued delivery of high quality services.

®© © N o O
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We take Affordability Seriously

* E.LK isoneof the leanestand lowest cost utilities in Ontario

» Ontario Energy Board compares all utilities acrossthe province based on
costefficiency

- E.LK is the third most efficient utilityin the province
- E.L.K. operatesonaverage at 37.6% belowexpected costs

By cfmparison, 29 utilities are operating on average 15.7% above expected
costs

The highest percentage utilty is operating at 70.0% above expectedcost

PEG July 2016 Benchmarking Update

*  Only 1 other utility in Ontario has lower residential and small businessrates
than E.LK,, whenusingthe OEB's website tool “Calculate your Bill"

We take Affordability Seriously

“Figures from the Ministry of Energy show the average monthly
charge for delivery of electricity is $32 for typical household
consumption of 750 kilowatt hours. That includes meter
reading, general utility operations and a variable charge based
on the amount of power used.

The fees range from a low of $15.55 at tiny ELK Energy Inc. in
Essex, near Windsor, to a high of $90.84 for seasonal customers
in remote areas served by Hydro One.”

Rob Ferguson, Toronto Star, February6, 2017
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Why are we asking for a rate
increase?

+ Succession planning to maintain an adequate

and skilled employee base
» To maintain low cost, E.L K. is very lean (minimal staff)
« Linemen and engineers take years to train

» These are the people required to operate and maintain
the distribution system

— We need to hire now to be ready for recent and

future retirements:
— 2linemen
— 1 operations/engineering staff

Why are we asking for a rate
increase?

Capital investments

» 2017 capital investments in the system in-line
with historical average spending

2013 204  [2015 2016

$1,478,888 $988,178 $1,328,020 51,479,500 3

« Steady and consistent plan into the fture
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Capital Investments

Why are we asking for a rate
increase?

* Increasing regulatory burden
— Customer engagement

— Implementing government programs
« Ontario Electricity Support Program
« Arrears Management Program

— New OEB reporting requirements

» We need to hire now to deal with increased workload:
— 1 accounting/regulatory staff

» Additional benefits
— increased financial controls and monitoring
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Why are we asking for a rate
increase?

* One-time costs - preparation and support of

this OEB rate application

» Other inflationary cost increases

2017 Business Plan

E.L.K. has taken a strategic approach to its business plan in order to
position itself to deliver on its goals and objectives.

2.

S . W

Maintain an adequate and skilled employee base to meet
ongoing demand and meet E.L.K.'s Capital Investment Plan.

Increase regulatorylacco.untirhq and operational capacity in the
accounting and engineering departments. Right size these
departments.

Plan to meet E.L K.'s Service Quality Objectives by increasing
formal customer engagement activities.

Plan to meet E.L.K.'s Conservation and Demand Management
Objectives.

Plan to formalize the asset management process
Plan to meet E_L.K.'s Health, Safety and Wellness Objectives
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The Risks

Without this resourcing and investments,
E.L.K. will struggle to meet these goals.

— Limited resourcing is becoming an issue
— Workloads are increasing
— Support is needed

The Conclusion

Efficiency Assessment
* The OEB divides electricity distributorsinto five
groups based on their efficiency.
— Group 1 is the most efficient (best).
— Group 5 is the least efficient (worst).

* Even with the requested increases set out
in the application, E.L.K. forecasts that it
will remain ranked in Group 1 — most
efficient
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The Conclusion
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For More Information

Ontario Energy Board

P.O. Box 2319

2300 Yonge Street, 27th Floor
Toronto, Ontario, Canada
M4P 1E4

Tel: 1-877-632-2727
Email: consumerrelations@eontarioenergyboard.ca

Mark D. Danelon, CPA, CA

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

172 Forest Avenue

Essex, Ontario NSM 3E4

Tel: 519-776-5291 Ext 204

Fax: 519-776-5640
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