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Hi Rose,

| just wanted to make you aware that we plan to scale back on the discussion related to the
Fair Hydro Plan at tonight's meeting in Rockland. We will keep the main slide on FHP (side 4 in
the attached) in the main deck, but reserve the 3 slides that show the progressive changes to
the bill (slides 5-7) only for discussion if needed later.

There are a few reasons for this:

1. Our presentation has become quite lengthy and we are finding the FHP messaging both
repetitive and less important/relevant to the audience than originally thought.

2. The FHP impacts on the delivery line (which is what we are there to talk about) differ
significantly by rate class. For instance, at last night's meeting in Napanee, a majority of
customers were urban residential and so the FHP Benefits on the delivery line will not be felt
because the DRP will not apply to those customers. In other words, we cannot be definitive
that any amounts approved by the OEB in respect of Hydro One's application will be largely
offset by the FHP.

3. The FHP messaging detracts from our messages about our independence from the utilities
we regulate, our review process and how people can get involved.

4. We did not, in any of our community meetings last year, speak to specific bill impacts - we
normally let the utility do that and it maintains a clear degree of separation between the
applicant and the OEB. Although it is certainly necessary to raise and describe the FHP
because it is new law and is causing some confusion, we think we can be more targeted and
move on. Also, HONI talks quite a bit about specific FHP impacts in their presentation and we
are coming off as being a bit too coordinated in my view.

5. Finally, we are seeing more politicians making presentations and while we have asked them
to restrict their comments to the Hydro One application, they see our extensive discussion on
the FHP as an opening to expand their comments to a full attack of the FHP (and they said as
much last night).

Pls let me know if you have any thoughts, questions or concerns.
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Getting Involved In OEB’s Review of Hydro One’s Rate Application 

OEB Community Meeting – Napanee

June 19, 2017





Welcome and good evening. My name is Kristi Sebalj.  I am with the Ontario Energy Board.



I want to thank you all for taking time out of your busy schedules to be here.



We are here tonight to talk to Hydro One customers in relation to an application that Hydro One has filed with the OEB to increase its electricity distribution rates. One of the OEB’s jobs is to carefully review that request. I will go into more detail in a moment about what the OEB’s rate review process looks like – but one of the important steps in the process is talking to Hydro One customers and hearing directly from you – your questions, your concerns and your comments.



The way we have structured the meeting is that I will give you a short presentation about the OEB – who we are and what we do – as well as some information about the FHP and how what Hydro One has asked for is impacted by the FHP – because I understand there is some confusion there. Then Hydro One will provide you with an overview of what they are asking for and why. If there are any customers that wish to make a presentation – they can make those after Hydro One. 



The most important part of this evening is hearing from you – the customer – so we have left lots of time following the presentations to hear from each and every one of you.



As indicated on the sign on our registration desk, we are taping this evening’s meeting for two purposes:



To use internally for our own learning. 


To post on our website.



Before we get started – we have a short video to show that will help give a little context for the electricity system in Ontario and where Hydro One fits within this bigger picture.
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Every Voice Matters

The OEB wants to hear from you to ensure we take your concerns into account as we make a decision about this application.



OEB Community Meetings are held to give you an opportunity to:


Learn more about your utility’s costs and rate application


Find out how to get involved in the OEB’s process


Provide your comments to us about your utility’s application.





So as I said, this meeting is taking place because Hydro One has filed an application with the OEB to raise its distribution rates.



That’s the part of the bill that recovers what it costs your electricity utility – Hydro One – to get electricity to your homes and businesses – just like the video we just watched.



We, the OEB are interested in making sure that you, as customers of Hydro, understand what they applied for and how you can become involved in OEB’s review process.


We want to hear from you – to make sure your voices are considered as we review the rate application.



This meeting is an opportunity to learn more and ask questions about Hydro One’s rate application.


The OEB wants to hear from you to ensure we take your concerns into account as we review this application.  



To help us all feel comfortable sharing our views tonight, we really appreciate everyone’s efforts to be:  


Respectful


Brief – so everyone can contribute


And constructive.  


I am going to start by providing a very brief overview about who the OEB is and what we do, followed by a discussion about the government’s Fair Hydro Act.
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OEB – Regulating Ontario’s Energy Sector

The OEB is Ontario's independent energy regulator. We work to ensure a sustainable, reliable energy sector that helps consumers get value from their natural gas and electricity services – for today and tomorrow.  










Who do we regulate?



The Ontario Energy Board (OEB) regulates Ontario’s energy sector.  We have been regulating gas for almost 60 years – and electricity for about 20 years - since 1999 when former Ontario Hydro was broken up into its successor companies.



It is important to note that although we regulate electricity distributors and transmitters – for the most part – we do not regulate generators (although we licence them) and we are not involved in any way in the contract for generation (whether wind, solar, gas-fired, nuclear, or other sources). 



Why do we regulate?



Mainly because many of the companies within Ontario’s energy system (including electricity and natural gas distributors) operate as “natural” monopolies. That means there is really only one system of pipes or wires through which your gas or electricity is delivered. In the absence of competition, regulation ensures that the public good is served. Our regulatory process puts downward pressure on rates in the same way a competitive market would.



Our mission is to promote a viable, sustainable and efficient energy sector that serves the public interest and helps consumers obtain reliable energy services that are cost effective.




How do we regulate?



In a number of ways actually. We set rules and enforce them and we hold hearings – which are court-like processes where evidence is presented, witnesses are cross examined and adjudicators make decisions (more on this later) – but everything that we do and the way that we do it is defined by law – or statute. These specific laws that govern our objectives and define our mandate. 



The OEB is independent. We are not associated with any utility.



What do we regulate?



This slide shows some of the main areas that define that mandate. 



Our responsibilities include rigorously reviewing applications filed by utilities for rate changes - for both electricity and natural gas. 



Before being allowed to raise rates, utilities must show that they are doing everything possible to be more efficient and keep improving.  



We also protect consumers by setting and enforcing rules utilities must follow – rules around customer service, security deposits and disconnections for example.



And we empower consumers by providing meaningful and timely information.   In fact, the OEB recently launched a Consumer Charter that sets out what you as consumers can expect from your utility.

If you haven’t already picked up a copy, please see Lynn or Sylvia. 



Ultimately, we are striving to have an energy system that meets Ontario’s needs for today and tomorrow.



The Ontario Energy Board is looking for more direct customer input – ensuring that customers are the focal point of the utility’s business. These meetings are part of that – we are coming to local communities affected by the applications we receive so that we can speak directly with them. We bring our process to you to make it easier for you to participate.
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Ontario’s Fair Hydro Plan

The Fair Hydro Act, 2017 came into effect on June 1, 2017.


This Act, together with proposed new regulations, will enable the government to move forward with initiatives that it has stated will:


Lower electricity bills by 25% on average for all residential customers and hundreds of small business and farms


Hold increases to the rate of inflation for four years


Provide additional electricity bill relief for:

 residential customers in rural and remote areas

 on-reserve First Nations residential customers


Fund electricity-related programs such as OESP through taxes  







So let’s talk about the Fair Hydro Plan.



On May 31st, the Ontario government passed legislation known as the Fair Hydro Act 2017.  It came into effect on June 1, 2017. I should note that the FHP is government legislation – I am speaking to it now, because it likely has an impact on each and every one of you, but ultimately – it does NOT affect how the OEB regulates Hydro One.



I am going to go into more detail, but by way of overview, this Act, together with enabling regulations, which were issued only late last week, allows the government to:


Lower electricity bills by 25% on average for all residential customers and hundreds of small business and farms


Hold increases to the rate of inflation for four years


Provide greater electricity bill relief for:


 residential customers in rural and remote areas


 on-reserve First Nations residential customers


remove the cost of certain electricity-related programs from electricity bills, and instead fund those programs through taxes.



For most Ontario consumers, the Fair Hydro Act, 2017  will have the largest impact on the commodity or electricity line.


That is because the government’s Fair Hydro Plan is mostly about spreading the cost of investments in Ontario’s electricity supply over a longer period of time – it is not about freezing distribution or transmission rates.  



For some customers, including Hydro One’s R1 and R2 customers, the FHP will also provide some relief on the deliver line of the bill – and we’ll talk more about this in a minute.



Regardless of FHP – though utilities need to continue maintaining existing assets and investing in new ones so that it can keep providing with the reliable electricity service that you need for your home or business.  Which is where the OEB comes in – because it’s our job to ensure that what they have asked for is reasonable – and if it’s not, we may give them something less. And it is up to the utility to prove to the OEB that any increases in their costs are justified and why.  
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Commodity

Delivery





So what does that mean to you?  


As our brief intro video showed, utilities deliver electricity to you.



The “Delivery” line of your bill covers the cost of delivering electricity from generating stations across Ontario to your home or business through high voltage (transmission) and low voltage (distribution) lines. Hydro One’s application to the OEB – the one we are here to talk about tonight – relates to distribution, which is a part of the delivery line on your bill (the other part is transmission).



As I have said – Hydro One has applied to change the rates it can recover to run its distribution business.



The OEB reviews any application to change the “rates” that a local utility can charge customers.



And when we talk about rates, what do we mean? 



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 



By a distribution rate, we mean a charge, or blend of charges, that customers pay so that distributors can recover the costs of providing service to you, and earn a fair return on the assets that they use to do that. 
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Commodity

Distribution

Transmission

Regulatory
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Total Bill













As of January 1, 2017 – Residential



Applied

(Before any components of the FHP are applied)



The Fair Hydro Act – Bill drops 25% on average





So let’s run through the various phases of the implementation of the FHP as we at the OEB understand it.



So what you see here are notional bill amounts on January 1, 2017 before any changes were made.



Then, starting in May 2017, the total bill for a typical residential customer who uses 750 kWh per month dropped  by about 17% because of:  



• the 8% rebate, equivalent to the provincial portion of the HST, that has been in place since January 1, 2017

 

• the OEB’s decision to remove the charge that funds the cost of the Ontario Electricity Support Program (OESP), effective May 1, 2017. The OESP will continue to be available to help eligible low-income customers reduce their electricity bills; and 


• a portion of the bill reduction related to commodity announced in the government’s proposed Ontario Fair Hydro Plan which worked out to about 9%. 



When we announced the RPP change in mid-April we also indicated that we would further adjust RPP prices as needed so that RPP customers receive the full rate relief as legislated.



Click
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The Fair Hydro Act – Bill drops 25% on average
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Implementation of 8% Rebate

Removal of OESP Charge

Reduction in Commodity Prices



Applied

(Before any components of the FHP are applied)



As of May 1, 2017 – Residential





Then, starting in May 2017, the total bill for a typical residential customer who uses 750 kWh per month dropped  by about 17% because of:  



• the 8% rebate, equivalent to the provincial portion of the HST, that has been in place since January 1, 2017

 

• the OEB’s decision to remove the charge that funds the cost of the Ontario Electricity Support Program (OESP), effective May 1, 2017. The OESP will continue to be available to help eligible low-income customers reduce their electricity bills; and 


• a portion of the bill reduction related to commodity announced in the government’s proposed Ontario Fair Hydro Plan which worked out to about 9%. 



When we announced the RPP change in mid-April we also indicated that we would further adjust RPP prices as needed so that RPP customers receive the full rate relief as legislated.
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With the implementation of additional FHP components, you will see further reductions

Reduction in Commodity on July 1st



Reduction in Distribution Charges

Reduction in Regulatory Charges







As a result, your total bill will decrease





Applied



The Fair Hydro Act – Bill drops 25% on average







 In the next few months, you will start to see the full impact of the Fair Hydro Act. 



Click 



The “Electricity” line of your bill covers the cost of the electricity, the commodity that you use for your home or business. If you buy your electricity from your local utility this is also referred to as the Regulated Price Plan (RPP) and Time of Use (TOU)


This is where you will see the direct impact of the initiative to lower electricity bills by 25% on average for all residential customers and many small businesses and farms.  The effect will be to reduce your total bill when compared to what it otherwise would be.
 

The Electricity line is also where you will see the direct impact of holding increases to the rate of inflation.   The Fair Hydro Act, 2017 refers to these as your “fair adjustments”.   Because the Fair Hydro Plan is mostly about spreading the cost of Ontario’s investments in electricity supply over a longer period of time, it makes sense that the fair adjustments are given effect through the Electricity Line of your bill.



DELIVERY LINE


Under the Fair Hydro Act, 2017, two new programs will provide additional electricity bill relief for certain electricity customers in the Province:

Distribution Rate Protection(DRP)


About 800,000 consumers in the Province will benefit from a new program called the Distribution Rate Protection program or DRP.  



The customers benefitting from this new program include  R1 and R2 customers served by Hydro One.


Under the DRP, the OEB will set a maximum monthly distribution charge for eligible customers that will take effect on July 1, 2017.  


This cap will result in an immediate decrease in distribution charges that eligible customers will pay.   

The amount of the benefit will vary for individual customers depending on the utility that serves them.  


The method by which the OEB will set the maximum charge or cap will be set out in a regulation that will be in place soon. 



First Nations On-reserve Delivery Credit


On-reserve First Nations residential customers will receive a credit to off-set their delivery line costs.   



Details will be in a regulation that will be in place soon, but the government has stated that its intention is for the credit to cover 100% of the delivery line costs.


The new First Nations Delivery Credit program is expected to benefit about 21,500 on-reserve residential customers including those served by Hydro One and Hydro One Remote Communities. 



------

So if the FHP will mostly offset any increases the OEB approves to the distribution portion of my bill - why are we even here this evening?



We are here because Hydro One has asked for more money to run its business. The OEB’s mandate has not changed.  What we do and how we do it does not change.



The OEB will continue to review distribution rate applications, to help control costs for consumers,  in the same open and transparent manner we have always done.



As indicated in the Minister’s April 11, 2017 letter to the OEB:


“this proposed plan is not intended to limit the OEB’s mandate to set just and reasonable rates or payment amounts.  The government fully expects that the OEB will continue exercising its mandate in the public interest as it does today.”





------------------







 











8



Hydro One’s Rate Application

June-19-17

Ontario Energy Board

9





So that’s all well and good – but what about what Hydro One has asked for in its current application to the OEB?



So some confusion has been created because many of you have heard that you will see a decrease on your electricity bill as a result of the government’s FHP – but you are now hearing that Hydro One has applied for an increase to its distribution rates. 



This slide shows graphically the 5 years of rate increases that Hydro One has asked for.



Without the FHP any amounts that the OEB ultimately approved after conducting its rigorous rate review process would – again without considering FHP – normally be applied to your delivery line…(Click BACK)

-----

So if we look at that red line again – the solid part is the part that most customers will pay – which as we saw earlier – is significantly lower for R1 and R2 Hydro One customers with the implementation of the FHP that it was before.



But Hydro One is telling us it needs something more than that (remember these lines are notional only) to operate its business effectively – to provide you with reliable electricity and quality service. And that’s because regardless of FHP –utilities need to continue maintain existing assets and invest in new ones so that they can keep providing you with the reliable electricity service that you need for your home or business.  



This is where the OEB comes in – because it’s our job to ensure that what they have asked for is reasonable – and if it’s not, to allow them to recover only what they need to give you reliable electricity. And it is up to Hydro One to prove to the OEB that any increases in their costs are justified.  



So that process continues…and that’s why we are here to talk with you, however…

 

If you are an R1 or an R2 customer of Hydro One – are likely to see very little impact as a result of any increases that the OEB may approve through this rate review process. In fact, if the OEB approved everything they asked for – you would see very little change to your deliver line. You are paying for the solid red part only – due to the mitigating effects of FHP – while your utility recovers some or all of the hashed portion – depending on what the OEB approves.
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Base Distribution Charge - Residential Customer at 750 kWh

Base Dx Charge - R1	 $53.81 

 $56.28 

 $58.59 

 $60.54 

 $62.77 

2017	2018	2019	2020	2021	2022	51.02	54.33	56.8	59.11	61.06	63.290000000000006	

Delivering Value – Ensuring Reliability

The OEB’s job is to align various objectives to ensure reliability
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Prices, reliability 

and quality of service

Financially viable 

energy sector





So how exactly does the OEB do this review that I keep speaking of? What can you expect from us – your regulator – in determining whether and to what extent Hydro One should 9or should not) get what it is asking for?



Setting distribution rates puts the OEB at the intersection of customers and the utilities that serve them. So a lot of what we do involves alignment and balancing – of goals, of interests, and of outcomes. 



We want to keep rates as low as possible. And  yet we have an obligation to ensure the system can run properly and be financially viable. So we have to ensure that distributors have the revenues they need to do that. 



Importantly, setting rates is not the only thing we do. 



The OEB also looks out for customers by setting out and monitoring service standards and conditions of service.



The overall goals are to ensure reliability – that you have the power you need when you need it – and customer service – that the utility is serving you adequately, and living up to the commitments it makes and is required to deliver on. 



We take complaints about service and take action if companies are breaking the rules.



Finally we also make a lot of information available to customers: We rank distributors  for efficiency, and have established a scorecard on standards. You can see Hydro One’s scorecard here tonight.
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1. Application Customer Notification



2. Customer Input 



3. OEB Reviews all Information 



4. Decision



Oral or written



Number of activities at each stage



Various Representatives 



Timeline: ~ 9 months



Occurs every 5 years
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2. Customer Input 

Write a Letter



 Intervenor



Contact the OEB
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3. OEB Reviews all Information 

Posted on OEB Website 

& Sent to Participants



4. Decision







So how do we review utilities’ requests for a rate change?



We do so through a public hearing – with a well-defined, and sometimes court-like process. Some cases have oral components. Some are just handled purely in writing.



It starts with an application by the distributor. They are not allowed  to charge for anything unless the OEB has approved it. If they need to raise their rates, they require our permission to do so. And we require information to be able to make a decision. 



What do we actually look at in a hearing? 



So a utility spends a lot of time reviewing its costs and planning its future, and then it files an estimate of those costs and details of its spending plans. We expect a distributor to be able to explain why it needs to recover the costs its says it does. And we expect it has the data to back it up. 



The OEB decision makers and OEB expert staff (engineers, economists, accountants, etc.) and others involved in the case, known as intervenors (which I will touch on in just a moment), reviews costs in detail and assesses the business plans of the distributor – what it’s doing, why it’s doing it and how customers, and system reliability were considered in the drafting of those plans. We also expect distributors to commit to becoming more productive over time and to commit to continuous improvement.  And we compare distributors’ costs to others in Ontario to benchmark what an applicant is seeking.



All of the hearing process itself is open to the public. 



All material related to the application is public, and available on our website. This includes:



the utility’s application

all the questions from the OEB and others on that application

the arguments of the parties as well as procedural documents that set out all of the steps in any individual hearing.



If it’s an oral hearing, oral parts of the proceeding are broadcast through our website. You can also attend in person. 



The OEB’s decision is made on this publicly available information. The OEB’s decision will set out what is reasonable for a utility to charge its customers and the reasons that it made the decision it did.



The process can take some time. This is because the OEB as well as other parties involved in the case are testing the application filed by the utility --- trying to make sure that what the distributor has filed makes sense. That what they are asking for is reasonable. That it lives up to expectations. And that its cost consequences make sense. 



We don’t do this sort of detailed review every year for every distributor. 



For most of Ontario’s 69 distributors, we conduct a detailed review about once every five years. This detailed review is what Hydro One about to go through.



In between these detailed reviews, we adjust rates by an amount that accounts for inflation at the same time as giving distributors an incentive to become more efficient over time. 



Part 2



We want to get customers involved in this process. It’s crucial. Because part of our way of reaching a decision on fair and reasonable rates involves knowing what customers expect.



When we get an application from a utility like Hydro One – we want all customers who may be affected by the application to know about it. 



We use a variety of channels including bill inserts where we can, social media, our website (and your local utility’s) as well as local newspapers to notify you about the rate application and what the utility has asked for. This is intended to help you decide how you are affected by the application and give you options for having your voice heard.



And there are many ways for you to get involved.



You can attend a meeting such as this one – ask questions, make comments and be heard.



You can write us a letter – by email, post, online – tell us what you think.



You can become an intervenor – an active participant in the hearing – which means you can ask written questions on the evidence, cross-examine witnesses at an oral hearing and make an argument as to how you think the case should be decided. You get intervenor status by applying for it and there are some minimum requirements – but if you are a customer of a utility applying for a major rate change – you will generally get this status, but as I said – hearings are court-like and the work involved can get quite intricate. 



You can also contact the OEB at any time – we have dedicated personnel who can explain how you might be affected by the case and how to get involved.



If you send us a letter or if you give us your name tonight, we will give you a copy of the OEB’s decision, once it is made.
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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 helps the OEB do our job: 



Ensuring utilities deliver value by focusing on

 what matters most to you
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You can ask questions (of the OEB or of your utility) tonight – we are so pleased that you took the time to come out and we want to hear your thoughts.


You can write your comments down on a comment sheet (which was included in your welcome package).


Or you can submit a comment on one of the laptops we have set up at the back of the room.



You can also write a letter to us through the online form on our website or you can mail or email a letter to us (our contact information is coming up). 



You can also apply to have a formal standing in the application – which – as I said is called being an intervenor. You have to apply to do this. 



If you have more questions about becoming an intervenor in Hydro One’s case you can either speak with me at the end of the meeting or contact the OEB.  Our contact information will be provided toward the end of this presentation.



To sum up, tonight’s meeting allows us to hear from you. Quite simply because your voice helps us do our job. We want to make sure that utilities focus on delivering what matters to you.



When you arrived you would have received a booklet that included some forms, including a letter of comment.  We would strongly encourage you to fill this letter out tonight and leave it with Sylvia or Lynn.  You can also write to the OEB any time after tonight.

 

As you fill out this letter of comment, please ensure that it is signed.  We take your letters, remove your personal information (like email and address, telephone number, etc.) and then the letters become part of the public record of the case, including posting the letters on the OEB’s website.  The OEB panel reviewing Hydro One’s rate application will read these letters and consider them as they make their decision.



OEB staff here today are also taking notes.  They will prepare a summary of this meeting which will also become part of the record.  These summaries are also provided to the OEB members deciding the case, and they are posted on our website.



Finally, those who submit a letter of comment will receive a copy of the Board decision.
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www.oeb.ca

Visit our website

416-314-2455

Toll Free 1-877-632-2727

Twitter: @OntEnergyBoard


Ontario Energy Board, 2300 Yonge Street, Suite 2701, Toronto, Ontario M4P 1E4















This slide has all our contact info should you have any further questions.



You can reach the OEB by phone and email.  



Our website also contains information about consumer protection and your electricity bill.  



All the information about Hydro One’s rate application can be found here, along with all utility scorecards including Hydro One’s.


Copies of tonight’s are also available on our website.  If you have any questions, please see Sylvia or Lynn as you are leaving. 



----

Thank you again for joining us today.



We really appreciate your time.  



As I mentioned earlier, we are holding this meeting to make it easier for you to participate in the rate-setting process.



Your voice matters and we encourage you to ask your tough questions tonight, or become an intervenor.  



We will move on now, to hear from Hydro One.
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