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Re: WHY IS ONTARIO'S ELECTRICITY NOW MORE EXPENSIVE THAN ITS NEIGHBOUR'S?

This week’s throne speech focused on getting the cost of electricity down. It’s now your job to figure out how.

A comparison of Ontario prices to our neighbours in Western New York shows how large the problem is. The state’s
electricity generation mix is similar to Ontario’s, with a large share from nuclear and hydroelectric power.
In 2006, electricity in Ontario was about 40 percent cheaper than New York. At the time, low electricity prices brought many

businesses to the province. Today, that advantage has been lost: Ontario now has electricity prices that are 5 percent higher than
New YorK’s.

It's worth mentioning that these are the average costs. Many large industrial consumers pay much less. Smaller consumers —
homeowners and small businesses — pay much more.

Opverall, prices in Ontario grew by 54 percent from 2006 to 2015. In contrast, prices in New York fell by 16 percent (in
Canadian dollar terms).

Why have Ontario’s prices increased? We break the cost of electricity into three main parts: generating electricity, delivering
electricity to end users, and surcharges to operate and regulate the system (see Figure below).
'The main cause of the spike in electricity prices in Ontario is the cost of generating electricity, which increased 78 percent

from 2006 to 2015. Subsidies for low-emission energy and coal phase outs are the likely culprits. In contrast, generation costs fell
by 37 percent over the same period in New York.

'The cost of delivering electricity has also increased more in Ontario than in New York. Ontario’s long-distance transmission
and local distribution cost consumers one-third more in 2015 than 2006, while prices were flat in New York.

'The surcharges to operate the system are fairly small in both places, so the recent removal of one of the surcharges — the Debt
Retirement Charge — in Ontario won’t do much to reduce prices.

Ontario’s electricity system is expensive, and fares poorly against the comparable region of Western New York. Keep in mind
that New York has the 4® highest retail electricity price in the US. High and rising electricity prices are hurting the
competitiveness of Ontario’s businesses. Reforming the wholesale electricity market, sticking with the sale of Hydro One, and
finding efficiencies in delivering electricity would be the first steps towards improvement.

Cost of Electricity System, Western New York and Ontario, 2006-2015
(Nominal Canadian Cents per Kilowatt-Hour) Note: We produced Ontario delivery prices using the total
annual transmission revenues from Hydro One annual
B Ousitio Sischvpe e York Sifchis reports and total revenues from distribution services as
W Gitcio Geissation i Vo Berunion reported by the Ontario Energy Board. Generation costs
cents per kWh B Ot Didivesy B New York Delivery are the weighted annual sum of the Global Adjustment
18- and the Hourly Ontario Electricity Price from the IESO.
16 We produced Western New York prices by creating the
1ol weighted average of commercial, residential and industrial
prices in Central and Western New York, weighted by the
share of total New York consumption by consumer type.

Benjamin Dachis is an Associate Director of Research;
Aaron Jacobs and Ramya Muthukumaran are
24 Researchers at the C.D. Howe Institute.

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Essential Policy Intelligence / Conseils indispensables sur les politiques


http://www.eia.gov/state/?sid=NY#tabs-3
http://www.ieso.ca/Pages/Ontario%27s-Power-System/Supply-Mix/default.aspx
https://www.cdhowe.org/intelligence-memos/ben-dachis-ontario-should-let-prices-lead-energy-savings-not-arbitrary-rules
https://www.cdhowe.org/public-policy-research/peak-power-problems-how-ontario%E2%80%99s-industrial-electricity-pricing-system-impacts-consumers
https://www.cdhowe.org/public-policy-research/zapped-high-cost-ontario’s-renewable-electricity-subsidies
http://www.fin.gov.on.ca/en/tax/drc/
http://www.fin.gov.on.ca/en/tax/drc/
http://www.eia.gov/state/seds/data.cfm?incfile=/state/seds/sep_sum/html/rank_pr_cl_es.html&sid=US
https://www.cdhowe.org/sites/default/files/attachments/research_papers/mixed/Commentary_389_0.pdf
https://www.cdhowe.org/expert-op-eds/wynne%E2%80%99s-hydro-one-plan-good-start-must-go-further-globe-and-mail-op-ed
https://www.cdhowe.org/sites/default/files/attachments/research_papers/mixed/Commentary_376_0.pdf
http://www.hydroone.com/InvestorRelations/FinancialReporting/Pages/AnnualReportsHydroOneLtd.aspx
http://www.hydroone.com/InvestorRelations/FinancialReporting/Pages/AnnualReportsHydroOneLtd.aspx
http://www.ontarioenergyboard.ca/OEB/Industry/Rules+and+Requirements/Reporting+and+Record+Keeping+Requirements/Yearbook+of+Distributors#elec
http://www.ieso.ca/Pages/Participate/Settlements/Global-Adjustment-Archive.aspx
http://www.ieso.ca/Pages/Power-Data/Price.aspx
https://www9.nationalgridus.com/niagaramohawk/non_html/NGRID_10_Yr_Typical_Bill.pdf
http://www.eia.gov/electricity/data/browser/#/topic/5?agg=0,1&geo=g002&endsec=vg&linechart=ELEC.SALES.US-ALL.A&columnchart=ELEC.SALES.US-ALL.A&map=ELEC.SALES.US-ALL.A&freq=A&start=2006&end=2015&ctype=map&ltype=pin&rtype=s&pin=&rse=0&maptype=0

