
2018 Budget – A Plan for Care and Opportunity 

Energy in the 2018 Budget

Overview: 

Nothing new in this budget for Energy, just continuation of our existing programs, including

 Fair Hydro Plan rate reductions for residential consumers
 Fair Hydro Plan reductions and incentives for businesses
 Climate Change Action Plan-related energy efficiency retrofit incentives;  
 Connecting remote Indigenous communities to the transmission grid. 

2018 Ontario Budget Online: http://budget.ontario.ca/2018/index.html 
 

CHAPTER II: GROWING THE ECONOMY AND CREATING GOOD JOBS

Reducing Ontario’s Electricity Costs for Businesses (p. 92)

To maintain a competitive business climate in Ontario, the government has taken action by
helping to manage electricity costs for business. Ontario’s Fair Hydro Plan, introduced in 2017,
is already benefiting as many as half a million eligible farms and small businesses in the 
Regulated Price Plan (RPP) through bill reductions. 

In addition, many manufacturing and greenhouse businesses are finding relief through 
expanded eligibility for the Industrial Conservation Initiative (ICI). As committed to in the 
Long‐Term Energy Plan, the government is striving to make energy more affordable.

Reducing Electricity Costs for Mid-Sized Businesses

As of April 1, 2018, the electricity debt retirement charge (DRC) will be ending — benefiting all 
businesses including Ontario’s mid-sized commercial and industrial consumers that are not in the RPP or 
the ICI.

These non-RPP, Class B consumers use more than 250,000 kilowatt-hours annually and have a demand
greater than 50 kilowatts. These and other businesses will see their electricity cost reduced by $7 per
megawatt-hour (MWh) from the removal of the DRC. In addition, under Ontario’s Fair Hydro Plan, the 
costs of certain electricity support programs are now being funded by the Province rather than by 
ratepayers.

Combined with the removal of the DRC, this represents an estimated 6.5 per cent reduction in the
electricity bill of a typical non-RPP, Class B business.
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Supporting Northern Businesses (p. 93)

The Province will continue to support some of the biggest employers in northern Ontario in the
mining and manufacturing sectors, including eligible forestry companies, by providing ongoing
annual support through the improved Northern Industrial Electricity Rate (NIER) program.
Participants receive a rebate of $20 per megawatt‐hour (MWh) on eligible consumption, and,
on average, electricity prices can be reduced by about 25 per cent.
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Delivering Electricity Rate Relief through Ontario’s Fair Hydro Plan p. 112

Nearly $70 billion has been invested in the electricity system since 2003. These investments 
have several benefits, including providing a clean, reliable electricity system that meets the 
needs of Ontario families and businesses.

While these investments were necessary for a cleaner and more modern electricity system, they
resulted in rising electricity rates. As announced in March 2017 under Ontario’s Fair Hydro Plan,
a portion of these costs is being refinanced, and recovery of these costs from ratepayers is 
being spread out over a longer period of time to better align with the timeframe of the benefits of 
these investments to Ontario electricity consumers. This has provided significant and immediate 
rate relief to eligible ratepayers and helps ensure intergenerational fairness.

Through this plan, as of July 1, 2017, Ontario has lowered electricity bills by 25 per cent on 
average for residential customers. Up to half a million eligible small businesses and farms are 
also receivinga benefit. Rate increases over four years will be held to the rate of inflation. While 
rates will rise gradually over time, the government remains committed to avoiding sharp 
increases.

With the implementation of Ontario’s Fair Hydro Plan, residential electricity bills in Ontario are
within the range of rates in other provinces and compare favourably to jurisdictions in the
United States.

Additional Relief for Families through Ontario’s Fair Hydro Plan

Ontario is committed to supporting people with low incomes and those living in eligible rural or
remote communities by providing significant reductions — up to 40 or 50 per cent —
on residential electricity bills. On‐reserve First Nation residential customers of licensed 
distributors are being provided a 100 per cent credit on the delivery line of their bills.
As part of Ontario’s Fair Hydro Plan, the Affordability Fund was launched on October 24, 2017,
to help Ontarians not eligible for low‐income conservation programs and who need support to
improve the energy efficiency of their homes. Eligible applicants are receiving benefits which
could include, for example, LED light bulbs, power bars, energy‐efficient appliances and
better insulation.

CHAPTER II
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Investing in Ontario’s Low Carbon Economy, pp. 114-116

Climate change is not a distant threat; it is already having an impact on Ontario communities.

Homes and businesses already face the consequences of extreme weather events, including 
severe storms, flooding and heat waves. To address such challenges, Ontario is taking an 
active role in global efforts to minimize risks from a changing climate. The government is taking 
this action by transitioning to a competitive and low‐carbon economy through investments in the 
development and adoption of green technologies that will create new opportunities for economic 
growth and jobs, while protecting the environment from further consequences of climate 
change.

Linking to Create the Second Largest Carbon Market in the World

Ontario’s cap and trade program is a market‐based system that sets a hard cap on greenhouse 
gas(GHG) emissions, while giving flexibility to businesses and industry. On January 1, 2018, 
Ontario linked its carbon market with those already existing in Quebec and California to form the 
world’s second largest carbon market. 

The linked cap‐and‐trade market was deemed “best‐in‐class” by Ontario’s Environmental 
Commissioner and will provide the most effective method to achieve GHG reduction targets, at 
the lowest cost to people and businesses. 

Independent economic analysis has also shown that a linked cap‐and‐trade market is the most 
cost‐effective way to achieve Ontario’s GHG reduction objectives.

In addition to a linked cap‐and‐trade market, Ontario businesses will have opportunities to 
reduce compliance costs by:

 Investing in emissions‐reducing technologies, including those supported by investments
made through the Province’s Climate Change Action Plan; and

 Purchasing offset credits.

Carbon Allowance Proceeds Are Helping Families and Businesses

Ontario’s Climate Change Mitigation and Low‐carbon Economy Act, 2016, dictates that all 
proceeds in carbon allowances must be used towards initiatives that are reasonably likely to 
reduce, or support the reduction of, GHG emissions.

In 2017–18, Ontario’s five auctions of GHG emission allowances generated $2.4 billion in 
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proceeds that are supporting a wide spectrum of new programs guided by the Province’s 
five‐year Climate Change Action Plan. These investments are already helping Ontario families 
and businesses reduce costs and transition to a low‐carbon economy by:

 Providing audits and retrofits to approximately 17,500 social housing apartment building 
units and 14,000 homes;

 Implementing 180 projects in 98 hospitals to create energy‐related savings;

 Creating healthier, modern and more comfortable learning environments with new 
energy efficient upgrades in nearly 600 schools across the province;

 Partnering with 118 municipalities to build bike lanes and bike parking and support new 
cycling plans; and

 Installing over 300 electric vehicle (EV) chargers, including over 140 level 3 fast 
chargers, creating the largest public fast‐charging network in Canada.

To help people and businesses fight climate change and save money, Ontario launched the 
Green Ontario Fund using proceeds from Ontario’s carbon market. In its first year, GreenON:

 Engaged 140,000 people in Ontario who will receive home energy audits and no‐cost 
smart thermostats;

 Offered a variety of rebates to help homeowners and businesses save money, 
including$7,200 off insulation, $5,000 off high‐performance windows, $20,000 off ground 
source heat pumps, $5,800 off air source heat pumps and $100 off smart thermostats;

 Provided ongoing access to free, impartial energy saving advice through the GreenON 
Support Line at 1‐888‐728‐8444 or the GreenON website at GreenON.ca;

 Launched GreenON Industries to support major carbon reduction projects for large 
industrial emitters and improve business competitiveness;

 Provided up to $25 million toward the GreenON Social Housing program;

 Launched the GreenON Food Manufacturing and Agriculture programs to support 
Ontario farmers, and food and beverage producers; and

 Launched the GreenON Challenge with funding of up to $300 million to encourage the 
development of innovative ultra‐low carbon technologies and processes.
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CHAPTER III: ONTARIO’S ECONOMIC AND FISCAL STRENGTH

In-Year Revenue Performance (p. 197) 

Revenue Changes (p. 198)

Highlights of changes to estimated 2017–18 revenue from the 2017 Budget forecast are as 
follows (energy-related items only):

 The combined net income of Ontario Power Generation Inc. (OPG) and Hydro One 
Ltd. Hydro One) is $828 million above the 2017 Budget forecast. This increase mainly 
reflects the re‐categorization from Sales and Rentals to OPG net income of one‐time 
OPG real estate transaction impacts, the financial performance of OPG’s Nuclear Funds, 
and lower OPG expenses. This is partially offset by the impact of the Ontario Energy 
Board’s 2017 rate decisions with respect to OPG and Hydro One, and the 
re‐categorization from Sales and Rentals to Hydro One net income, reflecting the 
Province’s lower ownership share of Hydro One.
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 Other Non‐Tax Revenue is $359 million higher largely reflecting carbon allowance
proceeds and revenues from broader public‐sector organizations. These increases are
partially offset by lower, fiscally neutral revenue from power supply contract recoveries
and lower Sales and Rentals revenue, mainly reflecting the re‐categorization from Sales 
and Rentals of one‐time OPG real estate transaction impacts.

CHAPTER III
The above estimates are based on revenue information available to March 7, 2018. Information
arriving subsequent to this date will be reflected in the Province’s finalized financial statements 
to be included in the Public Accounts of Ontario 2017–2018.

Average Negotiated Wage Increases (p. 212) 

Key Changes since the 2017 Budget (p. 213) 

The government is projecting a deficit of $6.7 billion in 2018–19 and $6.6 billion in 2019–20. 

This is a result of a slightly lower revenue forecast as well the government’s plan to invest in 
priority areas to improve access to high‐quality public services such as health care, child care,
postsecondary education, social assistance, and mental health and addiction services, as well 
as expanding OHIP+ for seniors.

Compared to the 2017 Budget forecast, the outlook for revenues is on track in 2017–18, and 
lower in 2018–19 and 2019–20 by $1.1 billion and $0.7 billion, respectively.

The reserve included in the fiscal plan is slightly higher in 2018–19 and slightly lower in 2019–
20 compared with the forecast in the 2017 Budget. It is now set at $0.7 billion in each year over 
the medium term. For 2017–18, the reserve is not required for year‐end and has been drawn 
down.
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Key Changes in the Medium-Term Revenue Outlook since the 2017 Budget (pp. 214-215)

Compared to the 2017 Budget forecast, the outlook for revenues is on track in 2017–18, and 
lower in 2018–19 and 2019–20 by $1.1 billion and $0.7 billion, respectively.

 ($ Billions)
Processing of 2016 tax returns resulted in lower revenues assessed than estimated at the time 
of the 2017 Budget, which lowered the tax revenue base upon which growth is applied. In 
particular, weaker revenues from 2016 PIT returns more than offset the impact of stronger 
revenues from 2016 corporate tax returns.

Electricity Revenue is projected to be higher in 2017–18 mainly due to higher net income from
OPG reflecting the financial performance of OPG’s Nuclear Funds and lower expenses. This
increase is partially offset by the impact of the 2017 Ontario Energy Board (OEB) rate decisions
with respect to OPG and Hydro One, and lower, fiscally neutral, Power Supply Contract 
Recoveries.

The decrease in 2018–19 mainly reflects revised estimated impacts of a Provincial accounting
consolidation adjustment to OPG net income to reflect International Financial Reporting 
Standards under Public Sector Accounting Standards; lower, fiscally neutral Power Supply 
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Contract Recoveries; and lower projected revenues from Hydro One due to the impact of OEB 
rate decisions during 2017.

The change in Carbon Allowance Proceeds largely reflects an assumption of full market 
clearance of current and future vintage allowances, as opposed to 80 per cent assumed in the 
2017 Budget.

This revised projection is informed by the results of strong performance of the cap‐and‐trade
auctions held in 2017–18, revised carbon price forecasts, and regulatory certainty in California,
which is expected to encourage market participation.
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Details of Ontario’s Finances: Revenue
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Details of Ontario’s Finances: Expenses
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Leading Canadian Dollar Green Bond Market (p. 235) 

Reducing Ontario’s Electricity Sector Stranded Debt (p. 245)

Ontario Electricity Financial Corporation (OEFC) interim results for 2017–18 show an estimated
excess of revenue over expense of $1.9 billion, which would reduce OEFC’s unfunded liability
(or “stranded debt of the electricity sector”) from $3.2 billion, as of March 31, 2017, to $1.3 
billion, as of March 31, 2018. This would be the 14th consecutive year of stranded debt 
reduction.

Projected 2018–19 OEFC results are an excess of revenue over expense of about $0.3 billion.
Through prudent management of electricity sector debt and other obligations, the government
has removed the debt retirement charge (DRC) cost from residential electricity users’ electricity
bills beginning January 1, 2016. As announced in the 2015 Ontario Economic Outlook and 
Fiscal Review, the government is ending the DRC beginning April 1, 2018, for industrial, 
business and other electricity users, such as institutions and not‐for‐profits.

Even after the end of the DRC, OEFC is expected to continue to service and pay down its debt 
and other liabilities from OEFC’s other dedicated revenues, such as payments‐in‐lieu of taxes 
and the Gross Revenue Charge. 
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CHAPTER IV: FAIRNESS AND OPPORTUNITY THROUGH PARTNERSHIPS

Partnering with Indigenous Communities on Infrastructure (p.258)

Connecting Northern Remote Communities to the Transmission Grid 

Twenty‐five remote First Nation communities in northwestern Ontario rely on diesel for local
power generation. However, as noted in the 2017 Long‐Term Energy Plan, the high cost of 
diesel fuel creates a strong economic and environmental case to connect as many as 21 of 
those communities to Ontario’s electricity grid instead.

Wataynikaneyap Power LP (Wataynikaneyap Power), a licensed transmission company, is a
partnership between First Nation LP, comprising 22 First Nations with majority ownership, and
FortisOntario. Wataynikaneyap Power has been selected to connect 16 remote First Nation
communities to an adequate, reliable and clean supply of power. 

The project will be able to support new housing, water treatment and other community 
infrastructure, with added economic and employment benefits for northwestern Ontario and First 
Nation community members. Ontario has been engaging with Wataynikaneyap Power and the 
federal government on cost‐sharing responsibilities.

The Independent Electricity System Operator has established a Matawa‐focused working group 
to assist in determining the best path forward for five other communities that are economic to
connect to the grid. For the remaining communities, Ontario is exploring innovative and
potentially cost‐effective solutions, such as supporting the development of renewable 
microgrids, in an effort to reduce diesel use.


