Ontario’s problem: surplus and expensive electricity
When you do a little research on the issue of energy in Ontario, it becomes obvious that the problem is surplus and very expensive electricity.  Ontario companies who use a lot of electricity and compete across the U.S.-Canada border are finding they are under siege from their U.S. competitors—their clients are getting better prices from U.S.-based border companies.   
Two companies mentioned in the speech by Minister Chiarelli at Giant Tiger last week were held up as examples of a change to one of the programs that former Energy Minister Chris Bentley brought in.  That program was the Industrial Electricity Incentive (IEI) program.  The IEI promised very cheap rates to two “Streams” of business.  Stream 1 promised those rates if you were a foreign company and you invested $250 million in a new production facility, and Stream 2 promised those same rates to existing Ontario companies who made a new investment of $250 million.  Bentley's directive stated that up to 5 terawatts (TWh) would be available for those two streams.  
Fast forward to the Chiarelli Giant Tiger speech and his April 24, 2014 directive: “There remains about 4 TWh of unallocated annual consumption from Stream 1 and Stream 2.”  What the announcement and the directive tells us is that the two prior streams will now become “Stream 3” and “expand eligibility to certain other energy-intensive sectors”.   The same benefits offered under Bentley's original creation apply and, as section 7.3 of the Chiarelli directive states,  “successful Stream 3 participants shall be rebated charges for the Global Adjustment, the variable component of incurred transmission charges, the IESO Administration Fee, the OPA Administration Fee, the Renewable Generation Rate Protection charge, the Rural and Remote Protection Charge, and an offsetting payment in an amount equal to the Debt Retirement Charge in connection with the Stream 3 Load.”
What the foregoing means is that Stream 3 contracted parties will pay the hourly Ontario electricity price (HOEP) and not much else.   To put some context to that, the HOEP in 2011 averaged 3.15 cents per kWh; in 2012 it was 2.41 cents; and in 2013 it was 2.65 cents, while the cost to produce power for 2013 was 8.55 cents per kWh.  It will be up to the rest of us consumers in the province to pick up the difference of almost 6 cents a kWh including those pesky admin fees for IESO and the OPA and the several others that the Stream 3 participants get a free ride on.
They need your help
Let’s look at the two companies that Chiarelli is asking us all to support, and the many more that may follow now that the bar has been lowered to increase consumption!  Before going there, however, I should explain that one objective of the IEI is to reduce our export volumes. For 2013 that was 18.3 TWh at the average HOEP of 2.65 cents per kWh.  At one point Minister Chiarelli mistakenly suggested Ontario had earned a profit of $6 billion on exports but since his discovery of that mistake he perhaps believes it is better to at least keep some of the jobs at home.   The cheap electricity was Ontario exported was creating jobs elsewhere like New York and Michigan.  
One of the companies that Minister Chiarelli mentioned was Detour Gold, a relatively new gold producer located in Northeastern Ontario south of James Bay.  The following was found in their latest annual report:  “In January 2014, the Company was accepted into the Industrial Electricity Incentive Program for a 6-year fixed rate electricity contract at CAD $0.05/kWh with the Ontario Power Authority which is estimated to reduce power costs by approximately CAD $20,000 annually.”*  Now if you run the numbers on the savings at, say, 4 cents a kWh, it works out to consumption of 500 MWh annually or  enough to power about 50 average homes, or less than 1% of a TWh.  
The other interesting fact about this is that Elections Ontario reports that Detour Gold in 2012 contributed $9,300 to the Ontario Liberal Party—about 50 % of their reported annual savings. Makes you wonder…
The other company named in the speech, Pembroke MDF Inc., a joint venture between MacMillan Bloedel and several local sawmills in the Pembroke area.  The company was forced to close operations in 2008, giving “high electricity prices” as one of the reasons; the cost to produce power in 2008 was 5.8 cents per kWh.   The local township, Laurentian Valley, posted the following on their website on the announcement:  “Statistics provided by Pembroke MDF and the County of Renfrew Economic Development Department indicate the following impacts. The OPA contract award will yield savings of up to $24 million in a six-year period reducing costs to $50 per MW from $100 per MW.” 
Now the savings in this instance are more substantial at $4 million annually and reopening the mill will certainly assist the local economy.  It does beg the question however, as to why the Liberals charged ahead with the Green Energy and Green Economy Act (GEA) without a cost-benefit analysis.  The GEA was under active consideration in the latter part of 2008 just as George Smitherman was appointed to the Energy portfolio so perhaps the former owners, ATC of North Carolina, saw that coming when their CEO in 2009 stated:  “the company has to pay twice as much for electricity to operate its Pembroke facility than at its sister mill in Pennsylvania, and six times the amount in taxes. Both facilities are the same size and age.”
Helping the big guys, forsaking the small

Reported by Scott Stinson in the National Post, Nicole Troster, Senior Policy Analyst of the Canadian Federation of Independent Business (CFIB) remarked: “A lot of our member don’t have a way to switch their energy usage… Businesses are often neither open nor staffed during non-peak hours, when energy is cheapest. And with hydro rates in Ontario having doubled since 2008, and scheduled to rise further, electricity is “the most important cost concern for our members over the last two years.”  
The CFIB has stated that electricity prices are the most important cost concern for their members so what did Premier Wynne announce April 23rd? The province plans to make them keep paying the Debt Retirement Charge until 2018.  No breaks for small and medium sized companies, who are the principal drivers of increased employment, and have done all they possibly can to conserve electricity!   
Current energy policies in Ontario encourage the rest of us to conserve electricity at the same time as they attempt to generate greater consumption by offering cheap power at 25% of its cost to large companies.  I'm sure that some serious and deep thought has gone into those Liberal policies but it defies all logic—unless the objective is to destroy the province.  
Minister Chiarelli should note there are millions of customers spread throughout Ontario who would dearly love to purchase power at 5 cents a kWh.
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Note: 5 terrawatts is equivalent to the annual average consumption of  520,000 homes.
Addendum to Post of April 29, 2014:  

While Detour Gold claim a savings of only $20,000 annually in their annual report as a result of their IEI six (6) year contract the actual amount that they will save is probably closer to $20 million or $120 million over the 6 years.  We base those calculations on the information recorded on the Environment Ministry website where they record their approval in 2010 of an application for a 230 kilovolt (KV) transmission line to supply the mine with 120 megawatts (MW) of power.  On that basis 120 MW could supply Detour Gold with in excess of 1 million MW hours annually and at a price of $50 a MWh would produce annual savings of $20 million.  That is a much better pay-back on  the $9,300 contribution they made to the Liberal Party and it will be extracted from all the other ratepayers in the province!  Kind of sounds like a new way of creating one of Premier Wynne's “Revenue Tools”.









