EXECUTIVE SUMMARY 
The former Minister of Energy, Dwight Duncan, has stated that “It has been many years since a comprehensive, long-term plan for electricity has been prepared for the Province of Ontario...” The Ontario Power Authority, a corporation created to conduct independent assessment of demand and subsequent electricity planning, has been tasked with preparing an integrated power system plan.  The OPA Supply Mix Advice and Recommendations report released to the public on December 9, 2005, was “the first step” in preparing this plan, “which will guide the development of Ontario’s entire power system, including transmission networks”.

The importance of this process at this time, arguably the most critical in the history of the provincial electricity needs, cannot be overstated.  The IESO reports “severe potential shortfalls” of power generation, at a time when energy costs are an instrumental cause of thousands of job losses, industry and business investment is waning, and there is widespread concern for rising home energy costs.  

The CAE Alliance, along with many others, hoped that the OPA would use independent, unbiased and informed strategy in formulating their Plan for Ontario’s energy future.  We have reviewed the OPA Supply Mix Advice and Recommendations (the “Report”), including Consulting Reports, Stakeholder Submissions and Presentations, as well as the Ontario Energy Board’s “Natural Gas Electricity Interface Review”.

Our analysis of the OPA Recommendation Report leads us to conclude that the real issues of reliable and affordable electricity planning for future were radically impeded by the coal closure mandate.  Equally evident was the knowledge that the OPA precipitously engaged contracts and procurement initiatives for a considerable part of the generation mix before the Supply Mix Process was even underway - before having received the Consultants’ reports or stakeholder input. In other words, the OPA has contracted for generation sources before having “done their homework” in terms of what could realistically and affordably be implemented in the near and mid term.  This leads us to conclude that their Report was crafted to justify pre-planning decisions.

Although the OPA has a primary function “to plan for the future of Ontario’s power system by integrating the broad array of industry, environmental and societal considerations ...”, the Energy Minister’s directives to the OPA have prejudiced the outcome.  The political will is driving the electricity planning, in spite of industrial and societal considerations and without full investigation of the environmental criteria that it purports to champion.  Warnings and concerns raised by industrial, farming and the business sectors – the economic drivers in this Province – are not being heeded.  In fact, they are blatantly ignored.  

The Report recommendations are predictable given the constraints that the OPA had in making decisions.  The Ministry of Energy wrote the prescription for the supply mix by identifying the criteria for inclusion in the recommendations, namely, (1) “creation of a conservation culture”; (2) “preference for renewable sources of energy”; and (3) “replacement of coal-fired generation”. “In particular, OPA’s advice is to include: the phasing out of coal-fired generating facilities as a goal of the plan.” This “goal”, defined as “the end to which effort is directed” (Webster), is the removal and replacement of 25% of the provincial power supply, in an unrealistic time frame.   

Ontario’s power system is strained, as evidenced by the summer of 2005, a record setting season for power consumption.  Economic and population growth, aging nuclear facilities, increased power imports and failures in restructuring attempts have weakened our system.  Rising energy costs are impacting our economy. The OPA should be seeking to prop up the system, to inject health and strength by adding cost efficient supply and upgrading existing transmission. Instead, the OPA is seeking to remove resources which are considered to be the stability in the generation portfolio in terms of reliability, affordability and load balancing capability. This move is in direct opposition to the Ministry’s legislated goal to “protect the interests of consumers with respect to prices and the adequacy, reliability and quality of electricity service”.  

The CAE Alliance maintains that the 2007-2009 coal closure deadline is an arbitrary and unnecessarily risky time frame to effect secure and reliable replacement power.  The OPA records that “... the Select Committee on Alternative Fuels, with all party agreement, recommended that the government replace coal-fired generating stations by 2015 for health reasons ...” The Final Report actually includes, “...reduce Ontario’s reliance upon carbon-based fuel sources ... The Committee believes that Ontario should work to eliminate its reliance upon coal based power generation, unless future technological advances result in dramatically reduced air emissions that are equivalent to or lower than emissions from natural gas generation.”  That same report indicates, “The Committee was also concerned that a future re-powering of these (coal-fired) stations with natural gas could cause a major increase in demand for this fuel, and a resulting increase in price. This could affect the long-term supply and price of natural gas within Ontario.” and recommended that “oil and natural gas-fired generation should also be phased out.”
The OPA justifies the coal phase out decision based on some statements in the above noted report, while ignoring other pertinent recommendations.  In spite of cautions regarding increased use of natural gas, the OPA is in fact in the process of procuring 6,000 MW of new natural gas generation. Fuel costs and uncertainty of supply will further weaken the system.  

Finally, inclusion of intermittent renewables at too ambitious a pace will escalate power costs and impact supply adequacy.

The major weaknesses of the Recommendations and Advice of the OPA include:

♦ Rushed planning – as noted throughout the Report
♦ Insufficient resources to offset demand growth and coal removal

♦ Inability of planned resources to balance load requirements

♦ High investment in unnecessary infrastructure changes

♦ Over reliance on high cost natural gas fired generation
♦ Too many contingencies and uncertainties which, if not met, will lead to an increasingly desperate situation
According to the OPA, the current planning procedure “... has been somewhat constrained by the limited time available to perform it – a full IRP typically takes a minimum of one full year, and longer for a first plan. In OPA's case, the analysis has been conducted in a much shorter period...” 

The OPA had hundred of pages of stakeholder submissions to review and almost 1,000 pages of Consultants’ and Ontario Energy Board reports.  Half of the reports, including The OEB Natural Gas Electricity Interface Review report, were not available until 2 weeks before the OPA Report release on December 9, 2005.  Insufficient time eventuates in insufficient regard for information provided to the OPA.

The CAE Alliance believes that information has been skewed in favour of natural gas-fired generation and new nuclear development, and decidedly against coal-fired power generation.  Had the OPA utilized both the mandate to provide independent power planning, and the directive to subject all other criteria to the provision of reliable supply, the OPA could have concluded that the restrictions imposed in fact impeded reliability of electricity.

Recommendations are made which seem to contradict findings throughout the Report.  Although affordable power is a mandate of provincial power planning, costs are discussed only in the most general terms. Costs included in the Report, and those alluded to, will saddle provincial ratepayers with 20 plus years of staggering restructuring debt and escalating electricity prices.  Much of this, including $7 - $10 billion in capital costs to accommodate new gas plants, is totally unnecessary.

In spite of the considerable time and money that must have gone in to the preparation of this Report, the recommendations are unrealistic, unreliable and unaffordable.  The CAE Alliance believes that these recommendations, if followed, will have a substantial and detrimental impact on Ontarians – on our economy, and on the quality of life we currently enjoy.  We have major concerns about the workability of the plan which will result from this Report.  This document highlights some of those concerns.  

