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Setting Hydro One’s priorities straight
How Hydro One can help everyone by investing in energy efficiency
and increasing our ability to import Quebec water power, instead of
buying a dirty coal plant

The Colstrip coal-fired generating station in Montana is one of the largest polluters in the western
United States. Hydro One is proposing to take on partial ownership of the plant through its
purchase of U.S. utility Avista.

On July 19, 2017, Hydro One, which is 49.9% owned by the Government of Ontario1,
announced its proposal to purchase Avista Corporation, which is a partial owner of the
Colstrip coal-fired generating station in Montana.
Hydro One’s proposal to invest in dirty coal is problematic for a number of reasons.
First, between 2005 and 2014 Ontario phased out its five dirty coal-fired power plants
to protect public health and the environment.
Second, in 2015, the Ontario Legislature passed the Ending Coal for Cleaner Air Act
which prohibits coal-fired electricity generation in Ontario.
Third, the Colstrip Generating Station is the United States’ second largest coal-fired
power plant west of the Mississippi and one of the nation’s top 20 greenhouse gas
producing power plants.2
Fourth, coal is responsible for 10% of Avista’s electricity supply.3
Fifth, by pursuing cleaner investment opportunities in its home province, Hydro One
could lower the electricity bills and greenhouse gas emissions of its more than 1.3
million Ontario customers instead of contributing to dirty air and climate change.
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Hydro One’s cleaner investment opportunities
As Figure 1 reveals, the lowest cost options to meet the energy needs of Ontario’s
electricity consumers are energy efficiency investments and water power imports from
Quebec.
Fig 1: Comparative cost of Ontario’s electricity supply options4
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Energy conservation and efficiency
According to a report prepared for the Independent Electricity System Operator (IESO),
energy conservation and efficiency investments can cost-effectively reduce the province’s total electricity consumption by 31% by 2035. The report also finds that the
achievement of all these cost-effective investments would provide Ontario’s electricity
consumers with a $1.4 billion net reduction in their energy bills.5
But the report also predicts that, under a business as usual scenario, Ontario’s electricity consumption will be reduced by only 12% by 2035 and our net bill reductions
will be only $649 million.6
Therefore, by ramping up its energy conservation and efficiency programs, Hydro One
can increase its profits and help its customers lower their bills.
Specifically, Hydro One can seek approval from the Ontario Energy Board (OEB) to
implement energy conservation and efficiency programs designed to obtain all the
cost-effective energy conservation and efficiency opportunities for its 1.3 million
domestic customers. Hydro One can also then seek OEB approval for a shared savings
mechanism that will ensure that the promotion of energy conservation and efficiency
is its most profitable course of action. For example, the OEB could provide Hydro One
with a profit bonus equal to 5% of the net bill reductions that its energy conservation
and efficiency programs create for its customers.
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Upgrading and expanding its transmission links with Quebec
Currently, the electricity intertie capacity between Ontario and Quebec is 2,788
megawatts (MW).7 However, as a result of transmission constraints on the Hydro One
system, Ontario is unable to import 2,788 MW from Quebec during every single hour
of the year. As a result, Ontario’s maximum potential electricity imports are capped at
between 16.5 to 18.5 billion kWh per year — approximately 13% of our annual electricity consumption.8
According to a May 2017 IESO report, for a cost of approximately $220 million, Hydro
One could upgrade its transmission system to boost our firm import capability to
2,050 MW.9 This would allow Quebec water power to meet our peak hour demands on
hot summer days instead of using greenhouse gas emitting gas-fired power plants.
In addition, the IESO report identified the potential for a new intertie with Quebec to
increase our firm import capability by an additional 2,000 MW for a cost of approximately $1.4 billion.10 This new intertie would permit long-term electricity imports from
Quebec at a cost of approximately 5 cents per kWh (Hydro Quebec’s average export
price in 2016) to replace the need for re-building the Darlington Nuclear Station,
which OPG forecasts will raise the price of its nuclear electricity to 16.5 cents per kwh
in 2025.11
Hydro One is allowed an 8.78% after tax return on transmission projects by the Ontario Energy Board, so undertaking these projects would be profitable for Hydro One while
reducing electricity costs for Ontario consumers.

Recommendations

Expanding Ontario’s
transmission
connections with
Quebec would
be profitable for
Hydro One and save
Ontario’s electricity
consumers money

1. The Ending Coal for Cleaner Air Act should be amended to prohibit Hydro One from
purchasing coal-fired electricity generating stations anywhere.
2. The Ontario Government should direct Hydro One to expand its capacity to import
power from Quebec
3. The Ontario Government should direct Hydro One to pursue all the energy
conservation and efficiency opportunities that can cost-effectively reduce its
customers’ electricity bills.
4. The Ontario Energy Board Act should be amended to require Ontario Energy Board
approval for investments by Hydro One outside of Ontario. Such investments
should only be approved if: a) they will provide a net benefit to Ontario consumers;
and b) Hydro One is pursuing all its cost-effective domestic investment opportunities to lower the energy bills of its 1.3 million electricity consumers in Ontario.
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Investing in helping Ontario
electricity consumers improve
energy efficiency can be profitable
for Hydro One and will help lower
consumers’ bills while increasing
the competitiveness of Ontario
businesses. Investing in dirty U.S.
coal plants, on the other hand,
will lead to all Canadians paying
a high price for the economic and
health damage caused by climate
change and dirty air.
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