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The Global Adjustment (GA) has risen over the past decade as the province’s electrrclty system has decarborniized.

'The vast majority of GA costs now stem from greenhouse gas (GHG) emrssrons—free renewable and nuclear generatron tacrlltles
as well as natural gas plants that were constructed to restore system reliability and replace coal—t‘ red capacity.

Generators in Ontario received contracted or regulated rates, which are typrcal[y designed to recover capital, tmancmg. and fi xed

operations costs. The GA recovers these fi xed costs of runnmg the provrnce s generation fleet, as well as the cost of
conservation programs . g

The majonty of the province's etectncrty generators are under 20-year contracts and account for less than half of the GA. Some of
these generators wil contrnue to provrde value to the etectncrty sysiem beyond their contract lives (i.e., beyond 20-years)

There is an opportunity to recogmze the long-term benet” t of these assets to the eIectrrcrty system and “brmg fon/vard” that benet" t
for ratepayers today by deferrrng some of the current costs .

v ,_a mortgage) By re ognrzmg th At genera 'n assets :
- beyond the term of current contracts, futire- ratepay ,
i nance the development: t',:new generatlon Jassets '

) ¢ 5. 'vr e residual ben rt;to future ratepayers
- ar _expected to be ableto utrlrz these assets and reduce the need to :

‘The GA Smoothlng optron under consrderatlon is lllustratlve and show potentlal rate mrtlgatlon measures to meet a targeted 25%
reduction from the prOJected residential bill in 2017. -

‘These residential impacts are based ona forecast for a household connected to- Toronto Hydro that consumes 750 kWh per
-month. :

Actual ratepayer savmgs would vary due o dlfferences in consumptlon pattems
- Targeted to Regulated Price Plan (RPP) -eligible;

Rate increases would be capped at Consumer Price Index (CPI) for the first four years. Subsequent years would be set above
CPlin order to ensure that bil! increases due to repayments are capped at.around 10% of the total bill.
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- The Global AdJustment (GA) accounts for the fi xed costs mclud;ng capltal costs -of runnmg Ontarlo s generatlon fleet as well
as the cost of conservation programs. The GA is instrumental in: mamtammg a reliable electnclty system by ensunng that
suffncrent generating capacrty is available.

'~ Generators in Ontario received contracted or regulated rates, which are typically designed to recover capital, flnancmg and fixed
operations costs. Most generators are on 20-year contracts with the exception of hydroelectric and nuclear plants. They operate on

- _longer contracts (or are regulated on a cost-of-service basis by the OEB) in recognltlon of the much Ionger operatmg lives of these
facilities. -

. :'Chart below shows the breakout of the GA by generator and program types ln 2018, the GA costs were $12 3 blll|on These
- costs will evolve over tlme as 2,181 MW of prevrously contracted generatlon comes onlme in the comlng years

‘_20.1'6 GA Gost: $12:3 billion
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*Note: OEFC mdlcates 1he cost of generator contracts managed by the: OEFC'-wmc nclude oontracts far natural gas, hydro’ ‘and biomass’ generators R e o ’
** Note: Conservaﬂon measures, not quantzfled here, serve tor reduoe Ontario energy demand Actual electncrty generatlon wou[d be-larger than 1 55 TWhin the absence of conservaﬂon programs.‘




* The amount of Global Adjustment (GA) is forecast to decrease through the forecast perlod Severa[

factors contribute to the declme of GA lncludmg

—

’ Cost of» emstmg contract'

,generatlng capacrty
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- Gas, wind and solar generators are: typlcally contracted for a 20-year penod (e g., with the Ontario- Electrlcrty System
Operator (IESO), etc). '

'~ Nuclear and hydroelectric generators are contracted for a much Ionger penod or regulated by the Ontarro Energy Board
(OEB) ona cost-of-servrce basis. - v

While |t is lrkely that gas wrnd and solar generators will be able to operate beyond thelr current contracts IESO .
" advises that generators will need to decide what level of capltal lnvestment is appropnate for ongorng operatrons (i. e,
“by replacmg and/or refurbishing major facility components).

— InIESO’s 2016 Ontario Planning Outlook (OPO), it was assumed that the service lives of generators could be extended
beyond their contract term based on additional investments and ongoing costs. Note: This was not an assessment of the
costlbeneflts ora pred|ct|on of what the generators would actually do at the end of therr contracts

The table below outlrnes IESO s current. estrmates for service Irvesof gas, wmd and solar facllltles The ongoing-
‘service lives of these facilities depend on: lnltral facrllty design & build, operating activities (e.g., hours of operatron
etc. ) and level of facrllty mamtenance (1 e., ongomg component repa|r and replacement)

Gas 20 | Upto30 - [ Life varies with initial design, how it is operated and maintained.

. - g Tl | oider technologres may deteriorate faster. Elements suchas foundatrons and -
1 Wind 20 - jUrto 30 electrical integration can last longer.

: , _ Performance deteriorates to about 80% by end of contract. Some facilities buift in the
Solar - - 120 : ‘Upto30 | initial contract periods may deteriorate more; however, technology is improving

Source IESO consultant reports (2014 and 2015)

“rapidly. Components need to replaced 5 to 30 years depending on design.
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Impact of GA Financing on
Average Residential Bill
_{nominal $/month) .

Average monthly residential bill w
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Notes: Assumes 30 year financing period and & nominal interest rate of % {compounded monthly). Réﬁepayer GA péyments increase annually beyond 2021 such that the average monthly residéhﬁal electricity bil
‘increases by 6.5% per year-with a limit of $2:2 billion above the true cost of GA in-any given year to cap repayment charges at around 10% of total bill. IESO forecast is-based on IESO’s revised OPO forecast as of

February 2017. Incltdes the cancellation of LRP It and EFW, expansion of ICI: Does not incfude smoothed OPG rates. Above residentiat bill is based on a:750 kWh per month Toronto Hydro customer.:
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