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     Tuesday, July 18, 2006

     --- Upon commencing at 5:13 p.m.


PRELIMINARY MATTERS:


MR. KAISER:  Welcome, ladies and gentlemen.  I think we'll start the meeting now.

     This is a meeting convened by the Ontario Energy Board in connection with an application that NRG has made with respect to certain rate increases.

      The Ontario Energy Board regulates the companies that supply natural gas and electricity in the Province of Ontario, and regularly conducts rate hearings when those companies make applications.

      The purpose of this town hall meeting is to allow you to voice any concerns you have, to put questions to the company, or, for that matter, to the Ontario Energy Board.  

     My name is Gordon Kaiser.  I'm Vice Chairman of the Board.  And with me is Cathy Spoel, who is a Board Member. The two of us form the Panel that will hear this case.  The case will actually be heard in Toronto, starting on Friday and proceeding on the following -- continuing on the following Monday and Tuesday.  That's this coming Friday, the 21st, and Monday the 24th; Tuesday, the 25th.

     And that hearing, for those of you that wish to attend, will take place in the Canada Life Building, which is across from Osgoode Hall in Toronto, at University and Queen.  It's 330 University.  And the particular courtroom is Courtroom 7, on the 9th floor, and I believe that starts at 9:30 on Friday, as I said.  But the purpose today is to give you an opportunity.  

     Now let me summarize, before we proceed to deal with your questions, what the nature of the application is.

     These rates, these rate increases, if approved by the Board -- right now, of course, it's just a proposal by the company, an application, but if approved they would become effective on October 1 of this year.

     Regarding residential customers, the company is proposing that the fixed charge go from 9.50 a month to 11.50 a month, and then, of course, the variable charge depends on how much gas the customer uses, but for the average customer the rate increases, if approved, would result in an increase of approximately $4 a month.

     With respect to commercial customers, the increase in the fixed charge is from 9.50 to 11.50 a month.  Again, the bill impact would depend upon the amount of gas used, but for the typical commercial customer there will be no change in their annual distribution charges.

     And if you're a seasonal customer, such as a tobacco grower, the fixed monthly charge will go from 10.75 a month to 12.75, a $2 increase.  And for the average customer in that class, the annual increase would be $504 a year.

     So, just to go back, the commercial customers, there would be no change in the annual distribution charge; for the residential customers, $4 increase in the annual distribution charge; and for the seasonal customers, $504 increase in the annual distribution charge.

     We have representatives of the company here, and I'll ask them in a moment to introduce themselves.  We also have representatives from the Ontario Energy Board, including the Board counsel, Mr. Peter Faye, and at this time I'll ask them to introduce themselves to you as well.  


APPEARANCES:

     MR. VIRANEY:  My name is Khalil Viraney.  I'm the case manager for this particular case, and I'm a project advisor to the Ontario Energy Board.

     MR. FAYE:  I'm Peter Faye, as Mr. Kaiser just mentioned.  I'm Board Counsel for this hearing.

     MR. PYE:  Adrian Pye, manager natural gas rates with the Ontario Energy Board. 

     MR. BRISTOLL:  Mark Bristoll, chairman of Natural Resource Gas Limited.

     MR. KING:  My name is Richard King.  I'm the lawyer for Natural Resource Gas.

     MR. KAISER:  So, ladies and gentlemen, we have a mike.  If any of you have questions, please come forward, and we'll do our best to get you some answers.


OPEN MIKE:

     MR. BALDWIN:  This is coffee, but good afternoon.  My name is Paul Baldwin.  I'm the Mayor of Aylmer and the Warden of the County of Elgin.  

     In my experience in local politics, this is the first time we've had such a hearing in Aylmer, and so I'm very pleased to welcome you today.

     I don't -- personally I just am residential and I am a user of NRG.  And the charges that you indicate, it didn't seem as if they were out of line for me.

     I have a -- as a mayor, however, I have a larger interest, and that is the supply of natural gas that comes to Aylmer for industrial purposes.  For commercial purposes we seem to have -- we have sufficient gas.  As you perhaps came in on the Imperial Road, former 73 Highway, you'll notice we have No Frills and we have a Canadian Tire store and a new MNR.  And there doesn't seem to be any problem with gas distribution or capacity for those.  But for larger industrial customers, I'm concerned that there is and that there will be.  

     And so I'm wondering to what degree you can give information or what degree we as a town can have impact on how you might bring that type of service to our community.

     MR. KAISER:  All right.  Thank you, Your Worship.  

     Mr. King, could you or your associates give us some assistance in answering that?

     MR. BRISTOLL:  We're not in a position to pre-set up the system for large industrial load if it exceeds what we can already supply.  As we're experiencing right now with the ethanol plant, there's an application process that we would have to go through to bring excessive load into the community.  

     I believe this is designed so that it becomes fair to all ratepayers, and so that those ratepayers don't have to pay for excessive capabilities prior to the arrival of that load.  So I hope that answers your question.

     MR. KAISER:  Is there a problem getting additional gas if there are large industrial users here in the town that need it, such as this ethanol plant?

     MR. BRISTOLL:  With respect to the ethanol plant, yes.  We would have to...

     MR. KAISER:  No, but is it going to be a problem?

     MR. BRISTOLL:  No, it's not going to be a problem.  We just have to go through the right procedural processes in order to make sure that we can do it.

     MR. KAISER:  Does that help, Mr. Mayor?

     MR. BALDWIN:  Certainly.  (inaudible - no mike) 

     Thank you.  I thank you for, again, the opportunity, and I appreciate that NRG has been working on that particular file.  It is a pressing case, given particularly the change in economic climate from tobacco over to another primary product.

     But two considerations, or two worries, that I have:  Number one, that it be done relatively expeditiously, in the case of ethanol, and I don't need to speak more for them because we have the experts here but I will say that, you know, you're in a line, and that there's a plant built here, and you hope to be the next plant.  And it depends on natural gas coming in.  And if your natural gas -- if you don't hear that your natural gas is going to be available, then that affects the financing of the project, and then mainly you’re bumped out of line.  

    So I would have that concern that it be done expeditiously.  And we've been exploring that possibility since perhaps February or March, and haven't reached a resolve yet.

      The larger point, I guess, is that my understanding, which is limited with gas -- I have a fair amount of experience, being a politician, but natural gas I'm not so knowledgeable about -- I understand that to bring the quantity that we will need for the ethanol plant and other industrial reasons or purposes, that a larger pipe will have to come.  And it will have to come from the 401 area.  And that there is gas along the 401 corridor, in quantity.  

     And so, if you happen to be in a county or a municipality such as Ingersoll or Woodstock or London, then you have gas readily at your doorstep.  But if you're in a county or a municipality that's, in this case, south of that, then you don't have such ready access without putting in a relatively large pipe.  And that concerns me not only for this particular project but for other projects that would come down the road.

     And so I don't know the solution to that, but I know it's a need that we have.  And we looked at Harrietsville, where there's a drop-off point that does service the town and has serviced Imperial, if I'm correct from that, but it doesn't have the capacity that we need for the ethanol and perhaps for future development.  So that capacity has to come from this major pipe down the 401 corridor.  

And so I feel -- as the Mayor of a community that's somewhat disadvantaged because we're not right on that corridor, I'm wondering how we can get not only gas for the ethanol but a large enough pipe that we can have gas for other developments.  Particularly if the ethanol plant comes and we're going to have to dig it up and put a pipe in, how can we have the capacity to say that if another plant comes next year and needs natural gas, that there is enough there.

     MR. KAISER:  Well, two questions.  How much gas are we talking about, do you know?

     MR. BRISTOLL:  Can I answer that question?

     MR. KAISER:  Yes. 

     MR. BRISTOLL:  It's 220 gJ an hour.

     MR. KAISER:  All right.  So that's a substantial load for you?

     MR. BRISTOLL:  I think in any circumstance it would be considered anomalous.

     MR. KAISER:  And where do the discussions stand now?  Has the ethanol plant made an application that you're considering to build these facilities, or not?

     MR. BRISTOLL:  No, right now the environmental assessments are being performed.

     MR. KAISER:  All right.

     MR. KING:  To serve the ethanol plant will require 31 kilometres of pipe.  It will require a leave-to-construct from the Board.  And right now they are working on the environmental assessment.  And we've had discussions with the ethanol plant proponents and their counsel.

     MR. KAISER:  So with respect to those discussions, Mr. King, I understand the leave-to-construct, but is there a dispute between NRG and the ethanol plant or not?

     MR. BRISTOLL:  We are working very co-operatively to make sure that we can do our best to make sure that this can happen, but there are issues beyond our control.

     MR. KAISER:  In the ordinary course, who ends up paying for this pipe, the customer or NRG?

     MR. KING:  The pipe, because of the capital cost of putting in the pipe, it will require a capital contribution.

     MR. KAISER:  And those discussions are continuing, I guess --

     MR. KING:  That's right.

     MR. KAISER:  -- at a satisfactory level?

     MR. KING:  That’s right.

     MR. KAISER:  And is that your understanding, Mr. Mayor?

     MR. BALDWIN:  Yes.  Yes.  

     MR. KAISER:  All right. 

     MR. BALDWIN:  And as long as -- and I'm not sure what the parameters are of the Board, but as long as it can --things can be resolved, if possible, in time for some fall construction, because, as I say, there is an order of construction, and luckily the proposed plant is kind of next in line, but if the gas is not there then you find yourself maybe not next in line.  That's what the concern is.

     MR. KAISER:  Well, let's leave it on this basis.  

     The Board is aware that these things need to move promptly, as you say.  We're aware that within this community there is a problem.  The tobacco industry is declining.  And it's important that new industry come into that void.

     The utility, NRG, has an obligation to serve, of course at reasonable rates.  If, for some reason, the applicant, the customer in this case, the ethanol facility, feels that those negotiations aren't proceeding in a timely fashion or the company isn't being responsive, then you can always make an application, contact the Ontario Energy Board, and the Board has remedies to deal with it.

     But it sounds like at this time discussions are proceeding in the normal course and we can allow them to continue.  

     Am I accurately stating it, Mr. King?

     MR. BRISTOLL:  Mr. Bristoll here.  That's correct.

     MR. KING:  Mr. Chair, before the Mayor sits down, if I could have a clarification.  He mentioned future industry that might be locating here.  Do you have specific knowledge of industries that will be moving in?

     MR. BALDWIN:  I can't say at this time, but we're certainly recruiting industries to come.  We hope to have another industry, and more industries.  And, given the nature of what has been the nature of Aylmer, it could well be food processing.  

     I mean, we haven't been an automotive community.  We have a lot of people who live in Aylmer who work in automotive, but they go to St. Thomas, they go to Ingersoll, they go to Woodstock.  Aylmer's history has been one of agricultural processing, be it Carnation, be it the Aylmer brand, be it Imperial.  Ethanol is the latest in that, and I'm expecting that, given the surroundings that we have, that there will be others.

     And so my concern is that when we put a pipe in the ground, that it's a large enough pipe so that if others would come along, that we're not going to have to put a second pipe in the ground.  

     So that's where we stand.  And I thank you for the questions you've asked and the clarification I've had.

     MR. KAISER:  Well, on your seats there's a sheet that's been distributed by the Board.  There's all the contact information.  Mr. Mayor, if you have any need to contact us, please don't hesitate to do so, and we'd be happy to come back and deal with the situation as best we can.

     MR. BALDWIN:  Thank you very much.

     MR. BRISTOLL:  Can I make a response here?

     MR. KAISER:  Yes.

     MR. BRISTOLL:  Okay.  Paul, I would like to talk to you.  I would like you to know that as a utility we are a community-based utility and that we are dedicated to the growth of the community also.  So we look forward to working with the community to make sure that anything possible can happen, provided it makes sense for everybody.  

     So I just want to give you our assurance that, you know, we're all on the same team here.

     MR. BALDWIN:  Thank you very much.

     MR. KAISER:  Thank you, sir.  

Any other questions?

     Mr. Faye, do you have any?

     MR. FAYE:  No, Mr. Chair.

     MR. KAISER:  Yes, sir?

     MR. STEWART:  Thank you.  My name is John Stewart.  I'm a tobacco farmer.  And my farms actually straddle the NRG/Union line.  And I would like to have someone explain to me why NRG is always 25 percent higher than Union.

     MR. KAISER:  All right.  

Mr. King?

     MR. KING:  I'm more familiar with the residential rates, but certainly one factor is, the average NRG customer is typically a newer customer than Union's customers.  

     And what we see on the residential side, because that trend is also found on the residential side of rates, the average consumption, annual consumption, of an NRG residential customer is about 2,000 cubic metres a year.  On the Union system the average residential customer uses 2,600 cubic metres a year.  And that's largely because, as I said, the customers in NRG's territory are newer customers typically using higher-efficiency appliances.

     And the irony in terms of how utility rate-making shakes out is the fact that the more efficient your system is in some ways reflects a higher rate.

     And I'll give you an example.  If everyone in NRG's territory, every residential customer, were to have their consumption next year, the irony of all of that is their rates would double because the utility still needs to recoup the same amount of costs.  

     So that, certainly, is one factor that I know about; that on the whole the consumption within NRG's service area is more efficient and that results in higher rates.

     MR. KAISER:  But that may apply to residential customers, as you say, Mr. King, but why would the cost of serving this particular tobacco farmer be any greater for NRG than Union?

     MR. BRISTOLL:  Our pipeline's also newer.  So there's a greater cost being attached to every Mcf that's being delivered at the moment.

     MR. KAISER:  I'm sorry?

     MR. BRISTOLL:  Our pipeline's also a lot newer.  So there's a greater cost being attached to every Mcf out there.  

     The specifics of – 

MR. KAISER:  Mr. Stewart, is that correct?

     MR. STEWART:  Yes.

     MR. BRISTOLL:  I don't know, I'm sorry.

     MR. KAISER:  Is that true of all of the tobacco farmers, or is Mr. Stewart in a unique position?

     MR. BRISTOLL:  He would pay the same rate as everybody else.

     MR. KAISER:  So the tobacco farm -- or do we have a lot of this situation where the tobacco farmers are getting a supply from two different utilities, or is this man's situation unique?

     MR. BRISTOLL:  Oh, I don't know.  I don't know the intimate relation --

     MR. STEWART:  It's not so much that it's a tobacco farm.  It's any type of account.  Like, we've been comparing residential rates, one house to the next.  You know, just, the borderline is on the road, and we just compare them.  

     And I've been comparing them for roughly ten years and they average out to 25 percent higher.  Sometimes it's 30; sometimes it's 20.  But it's been going on for the ten years that we've been checking.  And, well, the guys on one side of the line are pretty upset, and the guys on the Union side are pretty happy.

     MR. KAISER:  It's interesting that you raise this question about where a customer's divided because the dividing line between the utilities happens to go right through the middle of your property.

     MR. STEWART:  Well, not exactly through the middle.  One farm.  They're both on the same road.  They're separated by two miles.  There is actually a river that is the dividing line.

     MR. KAISER:  Well, I hear what the company says.  Let me give you this assurance, that we'll look at this in the rate case, and we'll ask them for more detail on this, and we'll make sure through our counsel that if we get any further answers on this we’ll get back to you.  If you would be good enough to give him your name.

     MR. STEWART:  Okay.

     MR. KAISER:  I think right now it's pretty hard for us to go through this, but you have our assurance we'll ask them some detailed questions and try to understand -- how much is the difference, did you say?

     MR. STEWART:  25 percent.  

     MR. KAISER:  25 percent?  

     MR. STEWART:  Like, I grabbed a recent set of bills here from my neighbour and my own, and it worked out to be 29 percent.  That was for March.

     MR. KAISER:  All right.  Well, maybe you could give a copy of those to Mr. Faye.

     MR. STEWART:  Sure.

     MR. KAISER:  He might have some questions.

     MR. STEWART:  And it is -- actually, to say the least, anything that's energy-intensive gets built on our farm in the Union territory.  

     And I know that several of the local commercial industries that are high-energy users, Glen White, Future Transfer, they're running on propane because it's just cheaper.

     MR. FAYE:  Mr. Chair, before you leave the mike, could I ask you, the 25 percent that you mentioned, is that based on the total bill?

     MR. STEWART:  No, that's based on per cubic metre.

     MR. FAYE:  Per cubic metre.  Okay, but it includes both the cost of the gas itself and the cost of delivery, and --

     MR. STEWART:  The cost of transportation, yes.

     MR. FAYE:  -- everything in.  Okay, thank you.

     MR. STEWART:  Okay.  Thanks.

     MR. KAISER:  Thank you very much, sir.  We appreciate it.  

     Any further questions?  Yes, ma'am?

     MS. WALKER:  I'm Suzanne Walker.  I'm a residential owner in Nilestown, Ontario.  

     We moved not too long ago from London to Nilestown, and so we were Union customers and then changed to NRG.  We had no choice.  It was just simply, that was the fact.  

     And like yourself, I noticed a drastic difference in the rates.  And we have since tried to apply to change gas providers, I think, if I'm using the right word.  We received -- I saw an article in the paper that Firefly was allowing us to apply, and so on, and to have substantial rate decreases.  And I made those applications.  

     And it was approved on their end, but they have contacted NRG many times and for some reason they're getting no response.  I've called two times myself, most recently to the billing manager in the billing department on June 12th, and she hasn't returned my message as well.  

     I've been asking:  Why isn't this approved?  Why can't we go ahead with this?  So I'm wondering if perhaps an answer can be provided for me on that.

     MR. KAISER:  Mr. King, any answer on that?

     MR. BRISTOLL:  I'll respond to that, please.

     The contracts are currently with Firefly and should be wrapped up any day now.

     MS. WALKER:  Pardon me?  I'm sorry, I...

     MR. BRISTOLL:  The contracts are currently with Firefly, and everything should be wrapped up any day now.

     MS. WALKER:  So it is in the process of being done?

     MR. BRISTOLL:  Very much so, yes.

     MS. WALKER:  Okay.

     MR. BRISTOLL:  Thank you.

     MR. KAISER:  Firefly is a gas marketer that you're dealing with?

     MR. BRISTOLL:  That's correct.

     MR. KAISER:  Anyway, I take it from your response, sir, that there's no problem.  It's just a matter of processing the paper?

     MR. BRISTOLL:  Yeah.  I think that maybe we were a bit slow.  But that's not the way we want to be.  But in this case I think we were a little slow, and I apologize for that.

     MR. KAISER:  So it sounds like things are in hand.  If there continues to be a problem, you have the information as to how to contact the Energy Board, and one of their people will be in touch with you to help out.

     MR. BRISTOLL:  If anybody is interested, we do have a list of direct marketers here who they could purchase their gas from, and we're quite comfortable with those arrangements.

     MR. KAISER:  How long should it take, in your view, once one of your customers decides it wants to deal directly with a gas marketer?  Is there any standard you have as to how long it should take to move that customer over?

     MR. BRISTOLL:  I believe the standard that's been set is 60 days.  

     MR. KAISER:  Yes.

     MR. BRISTOLL:  Or is about to be set is 60 days, which I think is a very reasonable amount of time in order to perform that sort of transaction.

     So I would like to say 60 days.

     MR. KAISER:  And how long have you been working at this?

     MS. WALKER:  I made the application in February.

     MR. KAISER:  All right.  So we passed the 60 days by some margin.

     MS. WALKER:  Mm-hm.

     MR. BRISTOLL:  We were not contacted by Firefly until some time in March.

     MR. KAISER:  All right.

     MR. BRISTOLL:  But I do want to assure you that this is not our normal practice, and it is not something that we will continue to do, and that we will do our utmost to live within that 60-day commitment.

     MR. KAISER:  Do you have some customers that have already completed this process and moved over to gas marketers such as Firefly?  Or is this the first one?

     MR. BRISTOLL:  We have two other direct marketers, A.E. Sharp, and Comsatec.  And I believe -- I don't know the numbers exactly, but there are very few residential customers with them.  It's mostly industrial and/or commercial load.  

Firefly would be the first group to come to us for -- I think there's about 40 residential customers that we're dealing with her.

     Direct Energy has also contacted us, just very recently, and I will assure you that that process will go much quicker. 

     MR. KAISER:  All right.

     MS. WALKER:  Thanks.

     MR. KAISER:  Anyone else?  Any other questions?

     MR. BRISTOLL:  The gentleman in the front row asked me a question earlier, and he was querying our surcharges for credit cards.

     MR. KAISER:  Yes.

     MR. BRISTOLL:  Okay?

     MR. KAISER:  Go ahead.

     MR. BRISTOLL:  And I am going to look into that and find out what our practice is and what we are required to do, and why we were doing it.  So I hope that addresses his issue.

     MR. KAISER:  Does that help, sir?

     MR. VINEN:  Yes, it helps.

     MR. KAISER:  Anything more we can do?

     MR. VINEN:  Well, yes.  I have to use this for the court reporter.  

     I'm about two years as a customer with NRG, and I have a concern regarding safety.  When I purchased my property here in Aylmer, there were two rental hot water tanks in use.  And they both have since been removed because neither of them was properly or safely installed.

     And I have found out from the fellow that removed them that anybody can go to NRG and rent a domestic water heater and install it themselves.  And the first time that it is ever checked by NRG for safety is when they do a five-year inspection on the tank to see the condition of it.

     In my instance, one tank was located in a clothes closet on the second floor, with no access to the sediment faucet.  There was no overflow pan.  The gas fuel was transported by copper -​- flexible copper pipe through two floors.  It was vented.  The venting, I guess, was probably correct on that one.  The other unit was in the basement of the house, and it was vented on a piece of dryer pipe up through two floors and out through the roof of the building on just ordinary dryer pipe, not a proper gas vent pipe.

     And both of these units, as I said, have now been removed from the building.

     MR. KAISER:  What's your address, sir?

     MR. VINEN:  369 Talbot Street West.

     MR. KAISER:  All right.  Mr. King, do you know anything about this, as to whether there are proper inspection procedures taking place within the company once these new water heaters are installed?

     MR. KING:  I'm sorry.  I don't know the answer to that.  I wasn't aware of any safety concerns with NRG's system or any sort of past safety issues.

     MR. KAISER:  Well, I guess let us start with the beginning.

     When the company installs -- I take it you can install your own NRG rental water heater if you want; is that right?

     MR. BRISTOLL:  A certified installer's required to install it.  And if the water heater is purchased by somebody else and they choose to install it on their own, I mean, we won't find out about that until we inspect or are in their house doing something else and we're reviewing their appliances.

     MR. VINEN:  This was not a purchase.  This was a rental from NRG.

     MR. BRISTOLL:  I don't know the particulars of the specific case but I will look into it.

     MR. KAISER:  In any event, what's your policy when you're renting these units?

     MR. BRISTOLL:  The unit would be installed by a certified installer.

     MR. KAISER:  But it would be an installer that you had hired to install it?

     MR. BRISTOLL:  That's correct.  Or it would be one of our men, or one of our staff. 

     MR. KAISER:  And so that would be a certified installer and you would be confident it had been installed properly?

     MR. BRISTOLL:  Very much so.

     MR. KAISER:  You don't let customers install their own rental units?

     MR. BRISTOLL:  I wouldn't let myself do it so we don't let customers.

     MR. VINEN:  It's strange, but their employee that came to remove it told me just the opposite.  He said anybody can rent a tank, pick it up, and hook it up themselves, and it's not seen by anyone from the gas company until their five-year inspection on the tank.

     MR. KAISER:  All right.  Mr. Faye, why don't we leave it on this basis:  Can you follow up on this and get to the bottom of it, take this gentleman's name, and you can contact NRG, and then communicate back to this gentleman after having those discussions with NRG?

     MR. FAYE:  Yes, Mr. Chair.

     MR. KAISER:  You can use the Compliance Office at the Energy Board to follow up.

     Any other questions about this rate application?

     All right.  Well, if there's nothing more, we thank you very much for coming.  

     As the Mayor says, this was the first time we've done it, but if it's of help to you, we'll do it again.  And again, if there's anything further arising out of the issues we discussed today, you have the contact information at the Energy Board.  Mr. Faye will give you his card.  He is Board Counsel on this case.  He doesn't look like it but he's a brand new lawyer and working very hard.  Thank you.

     --- Whereupon the hearing adjourned at 5:43 p.m.
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