ASC Response – Affordability Narrative 

Ontario’s Fair Hydro Plan has lowered electricity bills by 25% on average for residential consumers and will hold increases to the rate of inflation for four years. The reduction reflects a number of initiatives, including:

· Shifting cost recovery for electricity support programs from electricity bills to provincial revenues; 

· The 8% rebate introduced on January 1, 2017; and 

· Refinancing a portion of the Global Adjustment (GA).

The shifting of cost recovery for electricity support programs, namely the Ontario Electricity Support Program (OESP) and the majority of Rural or Remote Rate Protection (RRRP) from electricity bills to provincial revenues has lowered regulatory charges on everyone’s electricity bills by approximately $3 per megawatt-hour (MWh). 

The OESP and RRRP are programs designed to support electricity consumers that are most vulnerable to increasing electricity costs. The government’s decision to fund these programs through provincial revenues was taken in recognition of the fact that these programs are for the common good and are more appropriately supported by the tax-base rather than the rate-base. The decision was not made to recover a shortfall between cost of electricity and amounts recovered from ratepayers.   

It is the government’s intention that the cost of these social programs will continue to be recovered through provincial revenues moving forward, and will not impact electricity bills in the future.  Legislative and regulatory amendments made under the Ontario Energy Board Act, 1998, effective July 1, 2017, have enabled the funding of the OESP and majority of RRRP through the tax-base. 

The 8% rebate, provided for under the Ontario Rebate for Electricity Consumers Act, 2016, reduces electricity bills for eligible consumers by an amount equivalent to the provincial portion of the HST.  The rebate is also funded through provincial revenues, and was introduced in recognition of the social, environmental and economic goals that were achieved through the electricity system, including the phase out of coal-fired electricity generation. 


The government has also been clear that the GA refinancing program is structured in such a manner that, following the 25% decrease for a typical residential consumer, increases will be held to the rate of inflation for four years. As previously noted, the affordability claim was qualified with the time limitation, as follows – “Recent changes have made electricity bills more affordable.  By this summer, household electricity bills will be an average of 25% less, and electricity rates won’t increase beyond the rate of inflation for four years.”

It is important to note that the GA refinancing program was developed in the interests of fairly allocating the costs of electricity generating assets amongst ratepayers over the useful life of the assets, instead of their contractual terms. The government’s policy objective was to ensure that ratepayers, today and in the future, pay for investments in the electricity system in proportion to the benefit received from them. We have been clear with Ontarians that prices would increase over time.  

Taken together, the initiatives under Ontario’s Fair Hydro Plan have made electricity bills more affordable. Moving forward, the government will continue to identify and implement initiatives to take costs out of the electricity system, which would reduce the cost of the GA refinancing program and help ensure the affordability of electricity into the future.

Ontario has released its 2017 Long-Term Energy Plan (2017 LTEP) which is focussed on continuing to put downward pressure on electricity bills over the long-term. For example, the Independent Electricity System Operation’s (IESO) Market Renewal initiative will result in a more efficient marketplace with competitive and transparent mechanisms that meet future system needs at the lowest cost. The project is expected to save up to $5.2 billion and forms a key component of Ontario’s plan to manage the cost of electricity over the longer term.
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ASC Response – Reliability Narrative:

Resource availability and transmission capability both influence  the reliability of the electricity system.  In terms of these bulk system reliability measures, the system faced challenges in 2003. In June 2003, the Independent Electricity Market Operator, now the Independent Electricity System Operator (IESO), indicated that resource shortfalls were forecast for 2003 and 2004 necessitating the procurement of temporary gas generation to help address the tight supply situation. Investments in the system since 2003 have increased this margin of available resources and so have in general resulted in a more resilient and reliable system. 	Comment by McInnis, Cisca (ENERGY): Source: Interpreted from:
http://www.nerc.com/pa/Stand/Resources/Documents/Adequate_Level_of_Reliability_Definition_(Informational_Filing).pdf	Comment by McInnis, Cisca (ENERGY): Source: Interpreted from:
18MonthOutlook_2003jul.pdf	Comment by McInnis, Cisca (ENERGY): Source: pg 3 OPO
http://www.ieso.ca/sector-participants/planning-and-forecasting/ontario-planning-outlook
According to the IESO, between 2005 and 2015, the province saw a net growth in electricity supply: over six GW of installed coal-fired capacity was shut down and replaced with more than 14 GW of renewable, natural gas fired, nuclear and demand response resources.	Comment by McInnis, Cisca (ENERGY): IESO is reviewing
In addition, the IESO estimates that significant transmission projects have increased the transmission capacity by about 10,000 MW since 2003. New generation resources are often supported by transmission investments to deliver the new resource. In this context, an increase in transmission capacity represents the combined capability of the transmission system to reliably transfer increased amounts of power from one part of Ontario to another.  For example the Bruce to Milton Transmission Reinforcement project, completed in 2012, connected more than 3000 MW of clean and renewable energy.	Comment by McInnis, Cisca (ENERGY): Source: Email from IESO that gets confirmed every year   …..\..\Reference_Materials\Transmission_Facts\Fact_Checking_Materials\FW 9GW additional load serving capability through tx.msg	Comment by McInnis, Cisca (ENERGY): ENERGY News Release for Bruce to Milton ..\..\Transmission_Planning\Bruce_to_Milton\Comms\NR - BxM - 20120502 - MO comments-r2012-06-19.doc
Ad Standards raises the issue of particular customers not experiencing improved reliability. The investments above have clearly improved the system in terms resource availability and transmission capability. However it is possible for the bulk system reliability to be improved as a whole, as per the statement made in the advertisement, without resulting in perceived improvements for every electricity customer across the province.
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