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A.

INTRODUCTION

1. On December 15, 2011, the Ontario Energy Board (OEB, or the Board) issued a Notice of
Proposal to Amend a Code, proposing changes to the Unit Sub-Metering Code (the USMC).
The proposed changes would create new customer service rules for unit sub-meterers that
are substantially similar to the rules that apply to electricity distributors. Interested parties
were invited to submit written comments on the proposed amendments to the USMC.
2. These comments are submitted by the members of the Smart Sub-Metering Working Group
(SSMWG).' Each member has been licensed by the OEB as a unit sub-meterer in
accordance with the Ontario Energy Board Act, 1998 (the OEB Act). The members of the
SSMWG are the largest and most active players in the unit sub-metering market in Ontario.
Collectively, the members of the SSMWG have converted over 100,000 customers in
Ontario to suite metering.
3. The SSMWG has both high-level and detailed comments to make in response to the
proposed new customer service rules set out in the Notice. The main points are set out in
the following paragraphs, and then explained below.

B.

OVERALL COMMENTS

4. As a preliminary comment, the SSMWG questions whether comprehensive new customer
service rules are required, given the lack of complaints received about their current
customer service policies and practices. That said, the SSMWG recognizes the Board's
desire to align the customer service policies of sub-meterers and distributors. Therefore, the
SSMWG has determined that it will focus on matters of particular concern to members of the
Group.
5. The SSMWG's main concern is that some of the proposed new customer service rules will
add substantial costs to their operations. In this regard, the SSMWG is concerned that the
Board does not appear to have properly taken into account the fact that unit sub-meterers
are in a fundamentally different position from distributors in terms of cost recovery. Unit sub-
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meterers enter into long-term contracts (for up to 25 years) with building owners (both
landlords and condominium corporations) for the installation and operation of unit submetering systems to serve the units and common areas of the buildings. In most cases, the
administration charges to be paid by the occupants of the buildings to the unit sub-meterer
are fixed at the outset of the contract, and any increases are typically governed by the
contract. This means that where additional costs are imposed upon the unit sub-meterer,
there is no way for those costs to be readily passed on to their customers (if at all). In
contrast, a distributor is able to take account of and pass on its increased costs in rates, as
part of its next cost of service rate application. In the present context, the result is that a
distributor is kept whole from the impact of new customer service rules, while a unit submeterer will suffer a reduction in earnings if the same rules apply to its operations.
6.

Given the fact that SSMWG members will largely have to absorb (not pass along) the costs
associated with the new customer service rules, the SSMWG urges the Board to consider
an approach that would implement some, but not all, of those proposed new rules. This
approach would provide customers with the benefit of most of the proposed new customer
service rules (and substantial alignment with electricity distributors), while protecting unit
sub-meterers from the impacts of the most costly provisions.

7.

In particular, the SSMWG notes that certain of the proposed new rules related to arrears
management and the application of security deposits in advance of disconnection will result
in substantial cost increases for unit sub-meterers, by adding to bad debt and carrying costs.
It is not apparent to the SSMWG that the customer benefits associated with those provisions
outweigh the costs, especially when one considers the options already available to
customers.

8. While the SSMWG understands the Board's desire to implement separate and additional
customer service rules for low-income customers, it must be emphasized that these new
rules for a sub-class of customers will add further administration costs for unit sub-meterers
and will almost certainly add further bad debt and carrying costs. Again, unit sub-meterers
are in a different position from distributors in respect of these costs, because the unit submeterers cannot readily pass the costs on to customers in rates, but must instead absorb
most or all of the costs against existing margins.
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9. The SSMWG is also concerned about two aspects of the timing associated with the
implementation of the proposed new customer service rules.
a.

First, the SSMWG objects to the notion that the new customer service rules should
effectively change payment allocation provisions in long-term contracts that were
freely negotiated between unit sub-meterers and building owners. It is not sufficient
to provide for a two year "grandfathering period" in this respect. The new rules
should apply only to arrangements entered into after the in-force date of the changes
to the USMC.

b. Second, it will be difficult to implement all of the proposed changes within the
timeframe proposed. The SSMWG proposes, therefore, that the effective date for
any new rules be eighteen months after the date that the final changes to the USMC
are issued by the Board.
10. Finally, the SSMWG has concerns with the wording of a number of the proposed provisions,
and has suggestions as to how certain provisions could be amended.
11. Each of these matters is detailed in the following sections of these submissions.

C.

DETAILED COMMENTS

12. As noted, while the SSMWG questions the need for the new suite of prescriptive rules
governing how they deal with their customers, these comments will focus on the proposed
new rules that are most concerning to the SSMWG. For the most part, these concerns arise
from the anticipated costs associated with some of the proposed new rules, but in other
instances the concerns arise from practical difficulties associated with the proposed new
rules. For ease of reference, the comments are grouped under the same topic headings as
used in the Board's Notice.

"Definitions, Interpretations and Coming into Force"
13. The SSMWG is concerned that there will be substantial time and effort required to
implement many of the proposed new customer service rules. Among other things, there
may have to be changes to billing systems and CIS, customer contracts, standardized
notices, customer service representative training, operating procedures and reporting
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mechanisms. Work on many of these items will take many months, and will require testing
before implementation. Work cannot begin until the changes to the USMC are finalized and
published.
14. In these circumstances, the SSMWG proposes that the in-force date for any changes to the
USMC be made to be the first day of the month that is eighteen months after the new
version of the USMC is issued by the Board. (reference: section 1.5.4)
15. The SSMWG also has a clarification suggestion in respect of the proposed new section
1.3.3 of the USMC. The SSMWG believes that the second part of this provision does not
add any clarity and should be deleted. In particular, the notion that a consumer shall be
treated as an "eligible low-income consumer .. once the consumer .. has identified himself or

herself as provided under section 1.3.2 of this Code" does not seem to align with the
wording of section 1.3.2, since that provision does not speak to a consumer identifying
himself or herself. In any event, the SSMWG is concerned with the notion that a customer
would be allowed to self-identify as a low-income consumer. Any such identification and
notification should come from a Social Service Agency or Government Agency. Therefore,
the SSMWG proposes that section 1.3.3 be amended as follows:
1.3.3 A consumer shall be treated as an eligible low-income consumer for the purposes
of this Code once the consumer has been qualified as an eligible low-income consumer
according to the definition in section 1.2.1 of this Code or

as

nrovidnd ender section 1

.3.2

of this Cede

has identified himself or herself

. (changes indicated by strikethrough)

"Security Deposits"
16. While the SSMWG does not object to the proposed changes to the USMC that would allow
a residential customer a longer period of time to pay its security deposit, the SSMWG has
real concerns with the proposed new rules around how the security deposit must be used by
the unit sub-meterer. The SSMWG does not believe that it is appropriate to require the unit
sub-meterer to first apply any security deposit against an outstanding account before
proceeding with disconnection actions. (reference: section 4.1.18)
17. The purpose of a security deposit is to ensure that regular bills are paid on time and to cover
any outstanding arrears at the time the customer ceases to receive service. To be clear,
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security deposits are not prepayments for electricity charges. They are protection to the unit
sub-meterer against bad debt exposure from outstanding accounts at the time that the
customer terminates its service.

18. Also, the SSMWG believes that applying security deposits against amounts owing before a
disconnection notice is issued is not to the benefit of the customer. This will create a
situation where customers use their security deposit as a prepayment of electricity charges
and a form of revolving credit, which is not the purpose of the deposit. Operationally, this will
cause customer confusion as the unit sub-meterer submits a subsequent request for a
security deposit once it is applied. Customers would in practice receive a bill that had the
security deposit credited and then a subsequent request for the same deposit back.

19. If enacted, the requirement that a unit sub-meterer first apply any security deposit before
initiating disconnection procedures will almost certainly add to the bad debt costs of unit
sub-meterers. It is only those customers who cannot establish that they are not risky who
must provide a security deposit. In the case where the customer has unpaid arrears, then
their riskiness has been confirmed. It follows, therefore, that there is a very real bad debt
risk (cost) to the unit sub-meterer when it continues to provide service (and extend credit)
even though the protection of the security deposit has been lost (because the security
deposit is applied to arrears). As noted, there is no way for unit sub-meterers to readily pass
those costs on to customers.
20. The SSMWG also has a clarification suggestion in respect of the proposed new section
4.1.5A of the USMC, to address its concern with the notion that a customer would be
allowed to self-identify as a low-income consumer. As noted above, the SSMWG submits
that any such identification and notification should come from a Social Service Agency or
Government Agency. To address this concern, the SSMWG proposes that the wording of
section 4.1.5A be changed as follows:
4.1.5A When issuing a bill for a security deposit in accordance with section 4.1.3, the
unit sub-meter provider shall advise a residential consumer that the security deposit
requirement will be waived for an eligible low-income consumer provided that such a
consumer contacts the unit submeter provider and

thereafter confirms his or her

a Social

Service Agency or Government Agency thereafter confirms the consumer's low-income
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eligibility. The unit sub-meter provider shall notify the consumer by means of a bill insert,
bill message, letter or outgoing telephone message and shall include the unit sub-meter
provider's contact information where the consumer can obtain further information and a
referral to a Social Service Agency or Government Agency to review the consumer's
low-income eligibility. (changes indicated by strikethrough and underline)

"Disconnection for Non -Payment"
21. Other than the comments set out above related to applying security deposits to overdue
accounts, and comments set out below related to the wording of section 4.2.5H and to
arrears management programs, the SSMWG has no comments about the proposed new
rules under this heading. (reference: sections 4.2.5A(i) and (j), 4.2.5G(e) and (f) and
4.2.5H)
22. The SSMWG has several suggestions in respect of the proposed new section 4.2.5H of the
USMC, to make the intent of the provision more clear. The SSMWG submits that the
provision should be changed as follows:
4.2.5H

A unit sub-meter provider shall suspend any disconnection action for non-

payment for a period of 21 days from the date of notification by a Social Service Agency
or Government Agency that it is assessing a residential consumer for the purposes of
determining whether the consumer is eligible to receive such assistance, provided such
notification is made received by the unit sub-meter provider within 10 days from the date
on which the disconnection notice is received by the consumer. Where a residential
consumer had requested prior to the issuance of the disconnection notice that the unit
sub-meter provider also provide a copy of any disconnection notice to a third party, the
unit sub-meter provider shall suspend any disconnection action for a period of 21 days
from the date of notification by the third party that he, she or it is attempting to arrange
assistance with the bill payment, provided such notification is made received by the unit
sub-meter provider within 10 days from the date on which the disconnection notice is
received by the consumer. (changes indicated by strikethrough and underline)
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"Bill Issuance and Payment"
23. The SSMWG does not object to the proposed new rules related to the dates on which bills
will be deemed to be issued, received and due.
24. The SSMWG is concerned with the proposed new rules related to the allocation of
payments made. (reference: sections 4.5.6, and 4.5.7).
25. In many cases, SSMWG members have negotiated contracts with building owners where a
number of different services are offered. For example, in some cases SSMWG members
have installed water and electricity meters, and measure consumption and bill for usage of
both water and electricity. These activities are generally carried out under long-term
contracts that take into account the significant up-front investment that has been made by
the metering provider. The contracts, which are freely negotiated between the unit submeterer and the building owner, often set out the manner in which partial payments will be
applied to the various services being provided. This allocation of payments is taken into
account by the unit sub-meterer when considering the level/amount of its charges for the
various services.
26. The SSMWG does not believe that it is fair or appropriate for the OEB, through changes to
the USMC, to effectively re-write the contracts that have been made by requiring that all
partial payments be allocated first to electricity charges. While the SSMWG recognizes that
a two year "grandfathering" period is being contemplated in respect of existing contracts
(billing arrangements), that period is much shorter than the remaining term on many such
contracts.
27. The SSMWG proposes, therefore, that section 4.5.7 (the "grandfathering" provision) be
amended to provide an exception to section 4.5.6 (the payment allocation provision) for the
entire term of any "billing arrangements" existing as of the in-force date of the changes to
the USMC.
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"Arrears Management"
28. The SSMWG is very concerned about the proposed new rules related to arrears payment
arrangements. If implemented, these new rules will increase bad debt and carrying (working
capital) costs for unit sub-meterers, as well as administration and operational costs.
29. Members of the SSMWG currently work with customers who are in arrears, to see whether
there are appropriate payment arrangements that can assist the customer in paying
outstanding accounts while remaining current on future accounts. In addition, arrangements
can be made with most SSMWG members to pay outstanding accounts by credit card
(subject to administration charges). It has been the Group's experience that these options
meet the needs of most customers who have temporary difficulties in paying their accounts.
30. The mandatory arrears payment arrangements proposed in the Notice are much broader
than the approach currently taken by SSMWG members. For example, the minimum length
of time for a payment arrangement is either 5 or 10 months, depending on the size of the
outstanding account.
31. The SSMWG is concerned that there is no demonstrated need for these new broad and
prescriptive arrears payment agreement rules. That is an important factor, when compared
to the significant costs that SSMWG members anticipate will be caused if these rules are
implemented.
32. These costs will arise in three ways: up-front implementation costs (system and process
changes), increased administration costs and increased bad debt and working capital costs.
33. The up-front implementation costs (system and process changes) and increased
administration costs will result from the fact that there will have to be significant work to set
up, administer and monitor what can be expected to be a large number of individualized
payment arrangements. The added working capital costs will result from the fact that the
unit sub-meterers will have to carry receivables for up to a year after the unit sub-meterer
has paid the local distributor for all of the pass-through items on the outstanding account.
The added bad debt costs will result from the likelihood that a significant number of the
payment arrangements will not succeed, and the unit sub-meterer will be left with not only
an unpaid old account (because the payment arrangement is not completed), but also with
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an unpaid more current account (because service will continue while the payment
arrangement is in effect).
34. For the reasons set out above, the SSMWG urges the Board not to implement the proposed
new section 4.6 (Arrears Payment Agreements provisions) of the USMC.

"Management of Consumer Accounts"
35. The SSMWG has one suggestion in respect of the proposed new rules under this heading.
36. The SSMWG proposes that unit sub-meter providers should be permitted to satisfy the
requirement to obtain confirmation from a person whose account has been requested by a
third party by requesting and receiving payment of that person's account. This payment
would indicate the person's agreement to be the "named consumer".

Therefore, the

SSMWG proposes that sections 4.7.1 and 4.73 be amended as follows:
4.7.1 Where a unit sub-meter provider opens an account for a property in the name of
a person at the request of a third party, the unit sub-meter provider shall within 15 days
of the opening of the account send a letter to the person advising of the opening of the
account and requesting that the person confirm that he or she agrees to be the named
consumer. Such confirmation may be deemed in the event that the person pays charges
on the account, if such payment is requested by the unit sub-meter provider. If the unit
sub-meter provider does not receive confirmation from the intended consumer, within 15
days of the date of the letter, or payment of the first bill on the account by the due date
indicated therein, the unit sub-meter provider shall advise the third party that the account
will not be set up as requested. (changes indicated by underline)
4.7.3 Despite any other provision of this Code, with the exception of the parties
mentioned in section 4.7.2, where a unit sub-meter provider has opened an account for
a property in the name of a person at the request of a third party, the person shall not be
required to pay unit cub _

motor provider shall not seek to recover

from

that

person
any

charges for service provided to the property unless the person has agreed to be the
consumer of the unit sub-meter provider in relation to the property. In the event that the
person voluntarily pays charges to the unit sub-meter provider for services provided to
the property, such payment will be deemed to be confirmation that the person has
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agreed to be the consumer of the unit sub-meter provider in relation to the property
(changes indicated by underline and strikethrough)
"Load Control Devices"
37. The SSMWG has no comments in respect of the proposed new rules under this heading.
"Correction of Billing Errors"
38. The SSMWG has no comments in respect of the proposed new rules under this heading.
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