








ENERGY PLANNING,
POLICY AND PROGRESS
IN ONTARIO

By Sommer Abdel-Fattah, PhD, MEPP

“Our destination is determined by our vision of tomorrow and
the investment we make today. We must invest wisely, step up ro
the challenge, and protect what is not ours to waste.”

Chris Bentley, Ontario minister of energy, 2012

ONTARIO FAMILIES, businesses and the economy rely on

the efficiency, dependability and sustainability of the electric-
ity system. There is growing awareness that a transition to a
more streamlined energy plan is necessary. And it’s vital that
this system be not only more environmentally efficient and
clean but also economically feasible. However, the complexity
of the current energy system and the future plans for change
have some worried about the fate of energy delivery and its
cost in Ontario.

Currently, Ontario’s electricity system has a capacity of
approximately 35,000 MW of power. Ontario’s Long-Term
Energy Plan ensures that Ontario becomes coal-free by 2014
in an effort to reach the government’s greenhouse gas reduc-
tion target. Nuclear energy is expected to replace much of the
coal-fired energy, which provides approximately 50 per cent of
the province’s electricity needs. The Ontario Power Authority
(OPA) forecasts that more than 15,000 MW will need to be
renewed, replaced or added by 2030. Over the next 20 years,
estimated capital investments totaling $87 billion will be
spent on these programs and much of the cost will be passed
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on to consumers. Residential bills are expected to rise by
3.5 per cent each year over the next 20 years. Industrial prices
are expected to rise by 2.7 per cent each year over the next

20 years (Ontario Ministry of Energy). It’s no surprise that
electricity pricing and policy is an area of high political and
citizen concern (Radwanski).

In 2012, the government announced a plan to save
$25 million in costs by merging the OPA and the Indepen-
dent Electricity System Operator (IESO). It had also planned
a sell-off of municipally owned distribution utilities (Centre
for Urban Energy). On April 26, 2012, Ontario’s minister
of energy introduced legislation to formally amalgamate the
two agencies through Bill 75. Bill 75, Ontario Electricity
System Operator Act, 2012, is an act to amend the Electricity
Act, 1998 to amalgamate the IESO and the OPA, amend the
Ontario Energy Board Act, 1998 and make complementary
amendments to other acts. The OPA and the IESO are both
planning agencies and do not produce or distribute electricity
(Adams). According to the government, the proposed merged
agency’s new role would be to establish market rules, align
contracts and make the electricity sector more responsive to
changing conditions (Adams).

The IESO is a not-for-profit corporate entity established in
1998 by the Electricity Act. It forecasts consumption through-
out the province and collects the best offers from generators
to provide the required amount of electricity. The IESO has
authority for establishing, monitoring and enforcing reliability
standards in the province; all companies within the power sys-
tem in Ontario must comply (IESO). A peer review showed
that its practices in enforcing reliability are exemplary. The
OPA serves planning and procurement functions through the
integrated power system plan (IPSP).

The proposed legislation (Bill 75) creates a new board of
directors, which, including the CEO, is to comprise between
eight and 10 members appointed by the minister for an
initial term of two years (Centre for Urban Energy). The
board of directors of the Ontario Electricity System Operator
(OESO) is required to ensure there is an effective separation
of functions and activities of the OESO relating to its market
operations and its procurement and contract-management
activities. The OESO is prohibited from interfering with,
reducing or impeding a market participant’s non-discriminatory
access to transmission or distribution systems. The board
of the OESO is also charged with ensuring that there is no
conflict of interest between the two key functions of the new
agency—managing the electricity market and procuring new
supply (Centre for Urban Energy).
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However, in October 2012, the proposed
Bill 75 was undergoing a second reading debate
when Premier Dalton McGuinty announced
that he would resign and prorogue the provin-
cial legislature, cancelling the current session
of the legislature and effectively cancelling
all legislation that was in process. With the
installation of Premier Kathleen Wynne, the
possibility exists that bills can be reintroduced
at the stage at which they were when the house
prorogued—although this has not been common
practice in Ontario (Clark).

POLICY IMPLICATIONS

The formerly proposed Bill 75 eliminates two

important components of the past legislation,

1. the OPA’s ability to develop an IPSP for

approval by the OEB; and 2. the OEB’s power

to review that plan for economic prudence and
regulatory compliance. This eliminates public
scrutiny of the proposed plans.

Another issue is the difficulty in reconcil-

ing the planning and procurement functions

of the OPA with the IESO’s responsibilities to

administer and enforce market rules (APPrO).

It is unclear how these roles will remain separate

under one body.

The proposed Bill 75 addresses these concerns
through the following measures (APPrO):

1. The minister takes responsibility for pro-
curement decisions;

2. The OESO’s board of directors ensures
there is effective separation of issues relating
to market operations and procurement and
contract management activities;

3. The OESO is prohibited from giving an
advantage or disadvantage to any market
participant or procurement party; and

4.  The board of directors is required to ensure
confidentiality.

The ministerial directive power over Ontario’s
electricity market is likely to attract comment
and disagreement (Centre for Urban Energy).
Bill 75 gives Ontario’s energy minister the power
to proceed with new projects and construction
of new reactors, without any public review,
cost analysis, or determination of the project’s
environmental impacts. This makes decisions
vulnerable to influences that project proponents
may have over the minister (Stensil).
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BILL 75 GIVES ONTARIO'S ENERGY MINISTER THE POWER
TO PROCEED WITH NEW PROJECTS AND CONSTRUCTION
OF NEW REACTORS, WITHOUT ANY PUBLIC REVIEW, COST
ANALYSIS, OR DETERMINATION OF THE PROJECT'S
ENVIRONMENTAL IMPACTS.

Under the proposed bill, the government’s electricity plans are no lon-
ger required to be reviewed for their cost-effectiveness or contribution to
environmental sustainability by the OEB (Stensil). The bill eliminates legal
checks and balances designed to protect consumers. It has been suggested
that responsibility for policing the market be given entirely to the Market
Surveillance Panel, which exists under the OEB (APPrO). Over the past
few years, and particularly with the passage of the Green Energy and Green
Economy Act, 2009 (GEGEA), there has been a significant increase in the
use of this ministerial directive power, to the point where many worry
about the independence of planning and the ability of the OPA to do its
jobs regulatory agencies are being undermined (Centre for Urban Energy).

The challenge becomes executing the vision with the needs of society
in mind, ensuring smart investment decisions, and using experience that
allows energy efficiency to become an integral part of the solution. Col-
lapsing the OPA and the IESO into the OESO is not a holistic solution
for Ontario’s energy future. This plan must be transparent and have some
mechanism for review.

This bill must be amended before it is reintroduced to protect consum-
ers. In 2006, the McGuinty government exempted its electricity plans and
nuclear projects from provincial environmental reviews; sustainability issues
were to be reviewed as part of the OEB’s review process. Bill 75 eliminates
this review process and thus provincial consideration of environmental
impacts (Stensil).

The following are a few ways Bill 75 could be amended (Stensil):

e Public review and transparency: Bill 75 should require electricity demand
and supply plans to be issued regularly and reviewed by the OEB;

e Consumer protection: The GEGEA requires operators to assume
responsibility for cost overruns and poor performance. Bill 75 should
require that other operators (such as OPG and Bruce Power) assume
the construction and operational risk of their projects;

e Sustainability: The OESO should be mandated to advance Ontario’s
commitment to environmental protection;

e Conservation and efficiency: Bill 75 should be modified to give spe-
cific direction to the OESO to prioritize conservation and efficiency
options before opting for any generation choices; and

*  Renewable energy: There is no mention of the GEGEA or renewable
energy in Bill 75. Renewable energy and clean energy costs are declining
and are arguably already below nuclear costs. Nuclear projects approved
today could be considerably more expensive than green options when
they are finally completed a decade hence. Bill 75 should give direction
to the OESO to consider the development of renewables.
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In addition, implementing public policy to restrict and reduce
civil and industrial energy use may help curb energy costs to users. By
enforcing a formal law with rules, regulations and stipulations to fol-
low, legislation could substantially reduce energy consumption and
emissions. Government incentives would be key in integrating this sys-
tem and public acceptability of promoting long-term energy goals. The
public may be far more willing to adapt and accept sustainable sources
of energy, which may have high initial costs, if they understand the
long-term benefits.

DISCUSSION

It was hoped that a new energy plan would promote a better way to
meet electrical supplies, promote energy efficiency and find ways to
clarify the roles of the various parties involved. It was also hoped that
conservation and demand management would be core goals in Ontar-
io’s Long-Term Energy Plan. However, Bill 75 doesn’t support these
objectives. It enables current regimes under new organization. The
prorogation of Bill 75 has provided the opportunity for this bill to be
further reflected upon and revised before being reintroduced.

One area to highlight for examination is that independently
verifying the savings claimed by tracking costs through the shifting
responsibilities and projects between the different energy authorities is
virtually impossible (Radwanski). Ontario’s Long-Term Energy Plan
has demonstrated that the government’s rate forecast compared to the
actual rate trend has proven to be well below actuals (Radwanski).
Ontarians are still paying off the debt on their electricity bill from
building reactors in the 1970s and ’80s. Recent history shows that
nuclear operators and the province’s electricity planning agencies con-
tinue to grossly underestimate the cost of nuclear projects (Stensil).

Proponents of selling off municipally owned distribution utilities
argue that putting distribution in the hands of a few private companies
would make for a more efficient system, with savings passed down to
consumers. Sales would provide municipalities with large cash infu-
sions, reducing the pressure on the province to provide funding for
infrastructure and services (Radwanski). Some say the merger will likely
cause prices to rise, as a corporation’s main goal is to make money for
its investors, and this could include cutting corners in infrastructure,
and operating in their own interests (not the public’s) (Radwanski).

Among the concerns about moving forward to sell municipal utili-
ties is that private companies would acquire only the more profitable
distributors, leaving taxpayers to pay for less desirable (often more
remote) ones. The biggest worry, politically, is that the government
would choose short-term revenues over long-term stability.

CONCLUSION
The prorogation of the Ontario legislature in October 2012 has pro-
vided the opportunity for reflection on Bill 75, which presented a
significant overhaul of the province’s energy sector, and the selling-off
of municipally owned distribution utilities.

The proposed merger described in Bill 75 is centred on cost savings.
However, some important components are ignored, such as the role of
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public review and transparency, and environmental
conservation. Public review of major projects and
the government’s long-term plans is necessary. Pub-
lic review will confirm whether projects are indeed
needed and cost effective.

When reintroduced, the new legislation should
aim to supply energy in an efficient way with
minimal increased cost burdens for consumers and
taxpayers. By implementing programs aimed at
reducing our consumption and switching to renew-
able sustainable energy economies, we could enhance
Canada’s economic position and environmental con-
servation. If the merger is successful in the future,
it is important that no key functions of the former
OPA and IESO, such as procurement and planning,
are eliminated. X

Sommer Abdel-Fattah, PhD, MEPP, holds a mas-
ter’s degree in engineering and public policy
and a PhD in civil engineering, both from
McMaster University. She was a winner of the
Ontario Centre for Engineering and Public Policy
essay competition in 2009.

REFERENCES

Adams, Thomas, M. “Commentary on the Merger of IESO and OPA.” CBC
News. April 22, 2012. Available at www.tomadamsenergy.com/2012/04/22/
commentary-on-the-merger-of-ieso-and-opa/.

APPrO [Association of Power Producers Ontario]. “Special feature: Experts
weigh in on Bill 75 and the OPA-IESO merger.” June 2012. Assembled

by Stephen Kishewitsch. Available at http://magazine.appro.org/index.
php?option=com_content&task=view&id=1950&Itemid=44.

Centre for Urban Energy. “CUE Opinion: What does the OPA and IESO
merger mean?,” Ryerson University, Toronto, Ontario. 2012. Available at
www.cue.ryerson.ca/ news/articles_2011/opinion_opamerger.html.

Clark, Hilary. "Death by Prorogation, Ontario Style.” The Inside Agenda
Blog, The Ontario Educational Communications Authority (TVO). 2012.
Available at http://theagenda.tvo.org/blog/agenda-blogs/death-prorogation-
ontario-style.

IESO [Independent Electricity System Operator]. “Who we are.” Available at
www.theimo.com/imoweb/siteShared/whoweare.asp.
Ontario Ministry of Energy, Government of Ontario. Ontario’s Long-term

Energy Plan, Queen’s Printer for Ontario, 2010. Available at www.energy.
gov.on.ca/docs/en/MEI_LTEP_en.pdf.

Radwanski, A. “Ontario eyes energy sector overhaul.” The Globe and Mail,
Toronto, Ontario. Published April 11, 2012, updated September 10, 2012.

Stensil, Shawn-Patrick. “Bill 75: A Threat to Electricity Consumers.”
Greenpeace. Available from www.greenpeace.org/canada/en/Blog/bill-75-a-
threat-to-electricity-consumers/blog/40219.

ENGINEERING DIMENSIONS 39



