REGIONAL MUNICIPALITY OF OTTAWA-CARLETON REPORT
MUNICIPALITE REGIONALE D'OTTAWA-CARLETON RAPPORT
Our File/N/Réf. 03-02-98-0025

Your File/V/Réf.

DATE 9 April 1998

TO/DEST. Corporate Services and Economic Development Committee
FROM/EXP. A/Committee Co-ordinator

SUBJECT/OBJET FUTURE NEEDS AND ORGANIZATION OF ELECTRIC
POWER SUPPLY AND DISTRIBUTION IN OTTAWA-
CARLETON

REPORT RECOMMENDATION

That the Corporate Services and Economic Development Committee recommend
Council establish a Committee to review the future needs and organization of
electric power supply and distribution in Ottawa-Carleton on the following basis:

a) Membership: one appointee from the RMOC, each local hydro utility and
Ontario Hydro, and one regional appointee, Councillor W. Stewart, as chair;

b) Support: central support to be supplied by the RMOC with technical
assistance from the local hydro utilities, as required,;

C) Timing: preliminary report, at least, to be submitted to the Corporate
Services and Economic Development Committee and the local utilities by
September 15, 1998.

BACKGROUND

At the Corporate Services and Economic Development Committee meeting of 7 April 1998,
Councillor P. Hume presented the attached Notice of Motion and supporting material for
Committee consideration and recommendation to Council.

Approved by
M. J. Beauregard

Attachs: (1)



Notice of Motion
Moved by: Regional Councillor Peter Hume

WHEREAS the Macdonald Committee Report of electric power generation and
distribution in Ontario recommended, inter alia, the consolidation of local distribution
systems and the development of a competitive market for electricity;

AND WHEREAS the White Paper entitled “Direction for Change - Charting a Course for
Competitive Electricity and Jobs in Ontario” issued by the Minster of Energy, Science and
Technology, reviewed the Macdonald Committee recommendations and also favours a
move to a free market economy for electricity and a revised system for its supply and
distribution;

AND WHEREAS there is considerable interest in Ottawa-Carleton in a review of local
power supply and distribution systems to serve the commercial and residential needs of
Ottawa-Carleton for the long-term future as on aspect of restructuring the local
government service delivery system for the Region.

NOW THEREFORE the Corporate Services and Economic Development
Committee recommends to Council the following;

That the Regional Municipality hereby establishes a Committee to review the
future needs and organization of electric power supply and distribution in Ottawa-
Carleton on the following basis:

a) Membership: One appointee from the Regional Municipality of Ottawa-
Carleton , each local hydroiliy and Ontario Hydro; and one Regional
appointee, Councillor Wendy Stewart, as Chair.

b) Support: Central support to be supplied by the Regional Municipality of
Ottawa-Carleton with technical assistance from the local hydro utilities, as
required.

C) Timing: Preliminary Report, at least, to be submitted to Corporate
Services and Economic Development Committee and the local utilities by
September 15, 1998.
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Ms. Grete Hale

Ms. Diane Desaulniers

Co-Chairs

The Citizens’ Panel on Local Governance
In Ottawa-Carleton

603-25] Bank Street

Ottawa, Ontario

K2P 1X3

Dear Ms. Hale and Ms. Desaulniers:
RE: “ONE MUNICIPAL ELECTRIC UTILITY IN OTTAWA-CARLETON”

Enclosed herewith, 15 copies of our submission to the Citizens’ Panel under the above
noted title.

In our view, amalgarmation of the six local electric utilities in Ottawa-Carleton into one “Stand
Alone” electric utility with locally appointed board members will provide the customer with
the best service, rates and reliability of supply well into the next century.

As indicated in our submission, competition and market forces will be the new order for the
electric utility industry in Ontario by the year 2000. One “Stand Alone” amalgamated utility
is best suited to survive in this new order. This is the strategy being followed elsewhere in the
province and is the preference of the provincial government. With the introduction of
competition and market forces, electricity supply will stand apart from other municipal
services.

We note that our one amalgamated electric utility proposal is consistent with your OPTION
1: “Single Municipality” and your OPTION 2: “Two Levels of Municipal Govemment”.

We would suggest in your OPTION 3: “Multiple Municipalities”, that “Electricity” be moved
to “Planning and Service Corporations”. In addition to the advantages pointed out in our
paper, drawing of new municipal boundaries would not be confounded by having to carve up
the existing utilities which could lead to technical problems.




We have also included for your convenience:

. An Ottawa Citizen Editorial of January 20, 1998, “We Need a Regional Hydro Plan”
which is consistent with our proposal.

. Ontario Government White Paper “Direction for Change - Charting a Course for
Competitive Electricity and Jobs in Ontario”.

. Ottawa Hydro 1996 Annual Report.

We would be pleased to appear in front of your committee to answer any questions or to
provide further details.

In the alternative, you may contact our General Manager, Mr. Carl Kropp, at 738-6401.

Yours truly

A 22,

Vice-Chair
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ONE MUNICIPAL ELECTRIC UTILITY IN OTTAWA-CARLETON
EXECUTIVE SUMMARY

Municipal restructuring in Ottawa-Carleton together with the introduction of competition
and market forces to the electric utility system in Ontario, all by the year 2000, begs the
question, "How ought the electric utilities of Ottawa-Carleton be organized to best meet
the existing and, in particular, the future needs of the residential and commercial

customers?"

Because of their limited human and financial resources and expertise, smaller utilities will
be hard pressed to compete successfully. Larger utilities are already being created in
Ontario through municipal restructuring and amalgamation.

One stand-alone municipal electric utility in Ottawa-Carleton governed by a Commission
would be best suited to meet the needs of the local residents and businesses well into the

21st century.

Time is of the essence!




ONE MUNICIPAL ELECTRIC UTILITY IN OTTAWA-CARLETON

1. INTRODUCTION

Electricity distribution in the Regional Municipality of Ottawa-Carleton is provided by six
electric utilities - Ottawa Hydro, Nepean Hydro, Gloucester Hydro, Kanata Hydro,
Goulboun Hydro and Ontario Hydro Retail. (Ottawa Hydro also supplies the City of Vanier
and the Village of Rockcliffe Park).

Ottawa Hydro is by far the largest supplying about half of the residents in Ottawa-Carleton
and is over three times larger than the next largest utility. Ottawa Hydro is also unigue in
that it has some 12,000 kilowatts of local generation capacity.

Municipal governance of the region is expected to change by the year 2000 at the latest.
Within the same time frame, the entire electric utility industry in Ontario will be reorganized
as outlined in the Provincial Government's White Paper "Direction for Change - Charting
a Course for Competitive Electricity and Jobs in Ontario”.

Accordingly, it is reasonable to ask, "How ought the electric utilities of Ottawa-Carleton be
organized to best meet the existing and, in particular, the future needs of the residential
and commercial customers?"

Before answering this question, it is important to understand the structure of the existing
electricity system and how it may evolve in the future.

2. THE EXISTING SYSTEM

The corporate structure is dictated by two provincial acts, the Power Corporation Act and
the Public Utilities Act.

Ontario Hydro generally has the responsibility for the generation and transmission of
electricity. The first right to distribute electricity is given to the municipalities and should
they choose not to exercise this right or if there is no municipality, Ontario Hydro becomes
the supplier of last resort.

In 1997 there were 307 municipal electric utilities supplying 2.8 million customers (75% of
the total). As of January 1, 1998, the 307 utilities were reduced to about 280 due to
amalgamation and municipal restructuring. This number will be further reduced in 1999
due to municipal restructuring. These municipal electric utiltiies range in size from about
100 customers to 650,000 customers.
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The new mega-utility in Toronto has some 650,000 customers. Ottawa Hydro is the third
largest with 140,000 customers. By comparison, mast other municipal electric utilities are
quite small with the average number of customers being about 8,000. Generally, as
municipal restructuring continues, larger utilities will result.

Ontario Hydro supplies the remaining 950,000 customers through eight so called regional
distribution utilities which have little autonomy. This structure is also under consideration
for revision. By law, the rates of some of these Ontaric Hydro customers are subsidized
by the municipal electric utilities to maintain a reasonable rate differential between the
"rural” and municipal utility customers.

The municipal electric utilities purchase their electricity at common wholesale rates from
Ontario Hydro who claim an exclusive right to supply and then resell it at retail rates to
their respective municipal customers. The municipal retail rates vary across the province
and are regulated by Ontario Hydro. These rates are designed to recover local costs as
well as the cost of the wholesale electricity. Municipal electric utilities must operate at cost,
without profit, and can not derive any benefit from taxes.

Ottawa Hydro's retail rates are one of the lowest in the province and our commercial rates
are well below the average. These favourable rates result from a tradition of prudent
management and a competent and well trained staff.

Wholesale rates charged to the municipal utilities are based on Ontario Hydro's pooled
costs to operate their generation and transmission system and are identical for all
municipal electric utilities. In general, about 70% of the cost of electricity is for generation,
15% for transmission and 15% for distribution. Ottawa Hydro's distribution costs are only
about 9% of revenue which is one of the lowest in Ontario.

It may be of interest to note that Ontario Hydro was created in large part due to pressure
from a few municipalities in southern Ontario some 90 years ago to take advantage of
provincial generation resources. Some maintain that Ontario Hydro holds the system in
trust for the municipalities. Notwithstanding, in recent years, Ontarto Hydro has been
taking advantage of its position to compete with the municipal electric utilities.

Publicly owned municipal electric utilities who take power from Ontario Hydro must be
governed by a Commission which is either elected or appointed. Some 15% are appointed
and some 85% are elected. Generally the Mayor is an ex officio member of the
Commission. The Ottawa Commission is appointed, one member by City Council and one
member by Ontario Hydro and the Mayor or the Mayor's designate, ex officio.

Commissions range in size from three to seven members, with three and five the most
common.
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The Commission has the full and exclusive responsibility for the operation, maintenance
and expansion of the electricity system which actions can only be influenced by Council
in their control of borrowing of funds by the Commission. Accordingly, in the industry, one
frequently hears the term “stand alone utility" to describe this arrangement.

3. THE FUTURE

New technology and the forces of competition are causing the corporate structure of
electric utilities to be changed worldwide. Vertically integrated utilities are being broken
down into their fundamental components of generation, transmission and distribution.

Ontario is no exception. The provincial government's white paper on electric utility
restructuring "Direction for Change", brings to an end the corporate structure as we know
it today. Briefly stated, the salient features of the white paper are as follows:

[ | Both wholesale and retail customers will be able to purchase electricity from their
supplier of choice in the year 2000. Essentially, electricity gets traded like a
commodity in a competitive market and the present monopoly is brought to an end.

So, for example, Ottawa Hydro could establish wholesale supply contracts with
either in-province or out-of-province suppliers and this electricity would be delivered
to Ottawa over the existing network of wires.

Similarly, you as a retail customer, could purchase your electricity from your
supplier of choice and Ottawa Hydro or your focal utility would deliver it over the
network of distribution wires.

This is not unlike the results of deregulation in the natural gas or long distance
telephone market. In the electricity market, this arrangement already exists, most
notably, in the United Kingdom and in California.

[ | Nobody wants more than one set of wires running across the landscape. So, the
wires business remains as a monopoly regulated by a newly empowered Ontario
Energy Board. As such, there will be a regulated charge for use of the wires to
deliver the electricity.

[ To ensure a level playing field, the monopoly operations (the wires) will have to be
corporately separated from the competitive businesses (electricity supply, customer
services, and so forth).

| The utilities will be put on a commercial footing consistent with the Ontario Business
Corporations Act.
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[ | The playing field will be further levelled by requiring the municipal electric utilities
to pay the equivalent of income tax and dividends. Initially this money will go to
paying down the Ontario Hydro debt.

[ | Two new commercial companies will be created to succeed Ontario Hydro. One will
assume ownership of the generation and the other will assume ownership of the
network of wires.

[ | Local municipal electric utilities will also be required to separate their monopoly
wires business from their non-regulated competitive businesses such as the sale
of electricity, rental programs, customer services, and so forth.

[ The government will encourage geographic consolidation of the local municipal
electric utilities on a commercial and voluntary basis.

Concurrent with the global restructuring of electric utilities, another interesting
phenomenon is taking place - convergence. Electricity and gas suppliers are merging as
energy suppliers. This again is reality in the United States and Canada appears to be
following the lead.

Some of the implications of electricity supply restructuring may be summed up by quoting
from a brief by the Canadian Electricity Association to the Provincial Mines and Energy
Ministers Conference in July, 1997.

"Actions to create a competitive wholesale market in the United States through the
application of the Federal Energy Regulatory Commission (FERC) regulations coupled
with state initiatives in retail open access is fundamentally changing the structure and rules
of the game. New suppliers employing marketing approaches never before seen in
electricity markets are changing the way business is done. The convergence of gas and
electricity supply into energy solutions approaches through mergers or partnerships is but
one example. Electricity is becoming a competitive business like other competitive
businesses. This brings with it new demands on electricity companies requiring advanced
technologies, new skills, greater flexibility and speed in decision making and perhaps most
importantly, it demands of regulators that they recognize the evolution of the marketplace
and configure their regulatory regimes in a way that permits existing electric utilities to
compete equitably with new entrants."

"Canada in general, is not at the leading edge in the development of competitive markets
for electricity. Substantial progress has been madse in Alberta and announcements aimed
at opening transmission systems to one degree or another in B.C., Manitoba, Quebec and
New Brunswick are significant steps in the right direction”,
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The bottom line - it is apparent that the nature of the electricity business of the future will
be quite different from that of the past. Competition and market forces will set the tone.

4. WHAT DOES THIS MEAN FOR OTTAWA-CARLETON?

Municipal governance proposals for the Ottawa-Carleton region range all the way from one
single municipality to more than one municipality in a two tier or modified two tier system.

Clearly, if one single municipality wins the day, one municipal electric utility is obvious.

Should a two tier system be chosen, one municipal electric utility congruent with the upper
tier is the preferred option. This is consistent with the position of the provincial
government and others who have studied the situation.

Generally, the electric utility customer wants the lowest possible rates, good customer
service and a reliable supply.

In what follows, each of these expectations are addressed with a particular eye to the
future. As Helen Johns, MPP, Parliamentary Assistant to the Ontario Minister of
Environment and Energy, remarked in her presentation to the Municipal Electric
Association Summer Conference in June, 1997, "The challenge is tc ensure that Ontaric's
electricity system continues to meet the needs of our economy and society -- not just in the
short term, but also into the 21st century.”

4.1 Rates

Cost reduction opportunities exist in administration and supervision, inventory, finance,
engineering, management information systems, customer service and billing and human
resources. But there would be upward pressure on costs if customers in the less densely
populated areas demand the same level of service as those in the higher density areas.

On the basis of our preliminary analysis undertaken in 1992 in conjunction with Mr.
Graham Kirby's review of regional government, with one utility, cost may be reduced by
some $2 to $3 million annually for Ottawa-Carleton electric utility customers. About two
thirds of this amount was due to the reduced wholesale cost of electricity because of load
diversity between the utilities.

Measured against an annual cash flow of some $500 million, this represents a reduction
of only some one-half of one percent. So rate reduction is not a major driver in the short
term.
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But the point to be made here is that this $2 - $3 million ought to remain in the hands of
the customer and not leave the local economy. From economic theory, we know that the
propensity to spend will magnify the local impact.

As pointed out earlier, generation accounts for about 70% of the cost of electricity. Sooner
or later any generation surplus in Ontario will be used up and this will put upward pressure
on rates. One amalgamated utility in the Region will be in a better position, because of
expanded financial resources, to install some local generation and thus keep rates
competitive.

Because of its expanded human resources, staff specialization and greater buying power,
one utility will be better able to secure the best price for wholesale electricity in a
competitive marketplace. Purchasing of electricity in the new order will indeed be a
complex matter. As Ms. Johns pointed out, "Ancther issue will be the expertise required
at the distribution level. Distributors will need sophisticated forecasting, purchasing and
contract negotiating ability. They'll have to develop expertise in making power purchases
on the spot and futures markets. They will have to be cognizant of the numbers of
differentiated products on the market. And over time, their customers will start to demand
new energy services and products.” One larger utility will be in a better position to
successfully deal with these market forces and thus keep electricity rates competitive by
negotiating the best deals for those customers who chose not to secure an alternate
electricity supplier.

Ottawa Hydro's gross margin has traditionally been lower than that of its neighbouring
utilities in the region. Accordingly, Ottawa Hydro's wires charge should be expected to be
lower. Keeping in mind that these distribution costs (or wires cost) are only some 10-15%
of the total cost of electricity delivered to the customer, equalization of the wires charges
for all customers in an amalgamated utility should not result in a price shock.

But wires costs are sensitive to load density and it seems reasonable to set the wires
charge accordingly. Such is the case with the existing Ontario Hydro retail system which
has low density and high density rates.

Accordingly, it is suggested that all existing wires charges and thus rates be frozen for a
period of about two years during which time a cost of service study would be undertaken
so that rates could be established on the basis of cost causality.

4.2 Customer Service
From the previous quotation, we recall that Ms. Johns suggests that over time customers

will start to demand new energy services and products. In a competitive environment, such
expanded services must be provided if the utility is to survive. Some such services
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which already exist in the United States are consolidated and aggregated billing, extensive
energy use advice, special rates, home security, possible convergence with natural gas,
district heating, and telecommunications.

Because of limited human and financial resources and expertise, smaller utilities will be
hard pressed to keep pace. In the past, perhaps because of the proliferation of smaller
utilities across the province, Ontario Hydro took the lead in promoting leading edge
services. There is some significant doubt if the new order of electricity in Ontario will
continue to provide this kind of leadership.

One municipal electric utility in Ottawa-Carleton will have the necessary critical mass to
compete as an effective service provider.

Even within the existing order, one utility would provide improved customer service.

For example, 24 emergency hour service will improve. Presently only Ottawa Hydro is
staffed on an around the clock basis.

Of Ottawa Hydro's 140,000 customers, 40,000 move each year. If they stay within the
region but move to the territory of another utility, they have to close out one account and
open another account with another utility and all that this entails. With one utility, it would
simply be required to call and indicate a change of address.

Further, and also important, there would be only one set of utility regulations and
requirements to be dealt with by customers, builders, consulting engineers, suppliers, and
so forth,

One utility could help to promote economic growth by reaching out to new commercial and
industrial customers to locate within Ottawa-Carleton. With six utilities as at present, such
activity is non-existent. Surely, the present fragmentation is confusing and frustrating for
the customer.

The one utility suggested would have some 260,000 customers - almost twice as many as
Ottawa Hydro presently supplies in the City of Ottawa, City of Vanier and the Village of
Rockcliffe Park.

Some say this is too large and that local concerns would be ignored. Not so - for example
Ottawa Hydro has had a policy of underground wiring in new subdivisions since the
1950's. This policy was a response to local concerns. Most of the poles you see standing
today were installed before this time. In fact, over the years, 53 km of these poles have
been removed and replaced with an underground system again in response to local
concerns.




50

11

Customer service is a function of utility culture. It is driven from the top and need not
degenerate with size.

The cities of Calgary and Edmonton have 297,000 and 257,000 customers respectively.
Nobody appears to be suggesting that they are too large or provide poor customer service.
The situation is the same for the large Ontario municipal electric utilities.

4.3 Reliability, Planning and Operations

The reliability of the electricity supply should not deteriorate with one utility. Staff will be
at work 24 hours a day and in the event of a major outage caused by a storm for example,
more employees will be available to restore the electricity supply.

The new utility could assume responsibility for the regional sutransmission network and
associated transformer stations which are presently owned by Ontario Hydro. This
suggestion recognizes the value of consolidated planning and operations on a regional
basis to allow for better coordination of planning and operations.

Also, one utility could expand our fibre optics network throughout the region to the benefit
of all customers and provide a business opportunity for the new utility to enter this
potentially lucrative market. This is yet another example of convergence which will be
difficult to achieve with six separate electric utilities as presently exists.

5. GOVERNANCE

It has been suggested by some that the municipal electric system should be integrated into
the municipal administration. This is seen as inappropriate.

The "stand alone" status of Ontario's municipal electric utilities has served the customers
of the province well over the years and has never been demonstrated to be a part of the
problem. Recently announced amalgamations in Toronto and Chatham-Kent have followed
this model and appear to be supported by the provincial government.

Alberta is on the leading edge in Canada in its move to a competitive marketplace for
electricity. The City of Edmonton responded by removing the electric utility from the City
administration and setting the utility up as a single shareholder corporation, with the
shares held by the City. The City of Calgary has done the same. Essentially these will be
“stand alone” utilities not unlike the existing Ontario model.

The electric utility must be operated as a business even more so in the future than in the
past because of the competitive environment. Decisions will need to be taken quickly to
take advantage of new opportunities and to respond to market forces. Confidentiality will
also be important. The Canadian Eiectricity Association brief quoted earlier points out the
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need for “greater flexibility and speed in decision making”. The decision process of
municipal councils is not well suited to this type of environment.

For a municipal electric utility with 260,000 customers in the area of Ottawa-Carleton, a
stand alone Commission with five or seven members is appropriate. Appointment of the
Commission members by the municipal council together with the Mayor or the Mayor's
designate, ex officio, would ensure region wide representation and recognition of the views
of the various stakeholders. Commissioners would have one clearly defined focus - the
municipal electric utility. There is a good supply of eminently gualified citizens in Ottawa-
Carleton to take on this task and through their policy guidance one of the best utilities in
the province would be the result - a utility that would be sensitive to the needs of its
customers and able to compete effectively and successfully into the next century.

6. IMPLEMENTATION

in the initial instance, Ottawa Hydro, Nepean Hydro, Gloucester Hydro, Kanata Hydro and
Goulbourn Hydro could be amaigamated. Once this operation was successfully integrated,
the utility would expand to the Region's boundaries as provided by Bill No. 185.

By implementing the process in these steps, and with rates frozen as suggested, the
annual cost savings should be adequate to cover any amalgamation costs. Hence no one-
time rate increase or levy is anticipated. After amalgamation, these cost savings would
remain with the customers.

Staff reduction could be achieved through attrition.
7. CONCLUSION

The municipal electric utility industry in Ontario is about to be launched into a competitive
environment where market forces will prevail.

One stand alone municipal electric utifity in Ottawa-Carleton governed by a Commission
appointed by municipal council is best suited to meet the needs of the local residents and
businesses well into the 21st century.

Given that municipal restructuring will occur by the year 2000, and that during that year
market forces and competition will be a reality in the electric utility industry, it would be
prudent to proceed with municipal electric utility restructuring at the earliest possible date.
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OTTAWA HYDRO {1996 DATA)
Founded - 1915
Governance - Three member appointed Commission

. One appainted by City Council

. One appointed by Ontario Hydro (selected from two
nominees by City Council)

. Mayor or designate, ex officio

Present Commission - Mr. Bruce Chick, Chair
- Ms. Dyan Cross, Vice Chair
- Councillor Ron Kolbus

Service Area - City of Ottawa, City of Vanier, Village of Rockcliffe
Park

Number of Customers - 138,000
- Third Largest of Municipal Electric Utilities in Ontario

Peak Load - 803,300 Kilowatts (All time Peak 892,100 Kilowatts)

Energy Sales - 4,462 Million Kilowatt Hours

Generation - 12,000 Kilowatts at Chaudiere Falls on the Ottawa
River

Number of Employees - 346
Revenue - $310,461,000

Gross Margin -9.4%
(Compared to 12.4% on average for Large Municipal
Electric Utilities in Ontario and 14.4% on average for
all Ontario Municipal Electric Utilities)



53

Capital Expenditures - $10,360,000
Operating Expenditures - $31,208,000
Residential Rate Comparisons
Monthly Residential Electricity Bills

750 Kilowatt Hours

at March 1, 1996

Ontario Rural (High Density) $74.75

Toronto $71.85
Sudbury $68.20
Kanata $65.38
Hamilton $65.35
North York $64.13
Windsor $62.10
Gloucester $62.05
Nepean $61.25
Ottawa $55.73
Source: - Ontario Hydro, Regions Branch

ISSN 0826-7898

Debt free in 1998
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OTTAWA HYDRO

OTTAWA HYDRO'S MISSIP*

To provide a reliable and safe supply
of electricity at competitive rates

OUR GOALS

to pursue excellence in customer service

to enhance employee satisfaction within a safe workplace
to promote the wise and efficient use of electricity

to minimize the environmental impact of our operations
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17 Brinton Avenue
Nepean, Ontario
K2H 6Wé6

(613)721-9444 h
(613)992-1030 w

17 March 1998

Bob Chiarelli

Regional Chair

Regional Municipality of Ottawa-Carleton
111 Lisgar Street -

Ottawa, Ontario

K2P 217

Re:  Proposal for the Establishment of an
Energy Corporation for Ottawa-Carleton

Dear Mr. Chiarelli:

Further to our recent conversation regarding the above, [ am enclosing a proposal
for the establishment of an Energy Corporation for Ottawa-Carleton. This is submitted as
a personal initiative, and not in my capacity as an elected member of the Nepean Hydro
Commission. The basis for the proposal is my involvement in planning, energy and
conservation issues over many years, and more recently, as a hydro commissioner since

1994,

I strongly believe that in view of forthcoming municipal restructuring and the
introduction of competition in the electricity market by the year 2000, there exists 2
unique opportunity to improve service and value to the residents of Ottawa-Carleton, and
most importantly, in view of the recent ice storm, to also address the dimension of
security to the business of electricity supply.

As a society, we are in the midst of enormous institutional restructuring due to
rapidly evolving technology, the redefinition of the role of government, and the strong
driver of the market economy. It is therefore opportune to redefine the way in which
electricity service is provided to the customer in much the same way that change has
already occurred in the provision of other services such as telephone, cable and natural

2.
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gas. In the attached article submitted to the Ottawa Citizen, 4 Strategy for Energy Self-
Reliance in Ottawa-Carleton, [ refer to some of the initiatives Nepean Hydro has already
taken, particularly with regard to partnerships with other secvice providers. There are,
however, limitations to the creativity of municipal utilities due to their governance by the
Public Utilities Act. Such strictures would be eliminated if electricity service was
provided under the auspices of a not-for-profit energy corporation governed by the
Business Corporation Act. With the opening up the electricity market in Ontario in just
two years, and local utilities already making important decisions in order to be prepared
to make their own bulk purchases of elecitricity, it would be appropnate to initiate change
at this time.

The serious ramifications of the recent ice storm, in the context of human and
economic cost, dramatically illustrates the need for a fresh approach to guarantee security
of service. [ believe that as community leaders we have an obligation to put in motion a
long term strategy for energy self-reliance in Ottawa-Carleton. The deficiencies of the
current system, and its over dependence on power from a distant source, are now more
than apparent to the millions of people in Eastern Ontario and Quebec who suffered
power loss during the ice storm. Alternative energy technologies have made great gains
in the last twenty years, and a combination of these energy sources, together with bulk
purchase on the open market, would ensure that a disaster would not reoccur on such a

scale.

I beljeve that for all the aforementioned reasons, this is the time for regional
government to take a leadership role in addressing the challenges facing local utilities,
and strike a Task Force with the mandate to investigate the feasibility of establishing an
energy cotporation for Ottawa-Carleton. Such a corporation would be equipped with the
necessary tools to compete in a deregulated market and ensure energy self-reliance in the
region, as well as contribute to the diversification of the local economy.

It is of paramount importance that community leaders take steps to ensure the
delivery of reliable electrical service to all residents. I urge you, therefore, to give serious
consideration to this recommendation. I look forward to hearing from you in order to
further discuss this matter.

Yours truly,

TV Aé’j 3\?5'/ e

MAREY GREGORY

cc: Regional Councillors
Merv Beckstead, CAO, RMQC




Carl Kropp, GM, Ottawa Hydro

Arthur Emmet, GM, Nepean Hydro

Douglas Fee, GM, Gloucester Hydro

Guy Cluff, GM, Kanata Hydro

Janet King, Secy. Treasurer, Goulbourn Hydro
Jim Watson, Mayor, Ottawa

Mary Pitt, Mayor, Nepean

Claudette Cain, Mayor, Gloucester

Merle Nicholds, Mayor, Kanata

Guy Cousineau, Mayor, Vanier

Glenn Brooks, Mayor, Rideau Township
Doug Thompson, Mayor, Osgoode

Brian Coburn, Mayor, Cumberland

Janet Stavinga, Mayor; Goulbourn

Dwight Easton, Mayor, West Carleton

Kim Kelly, GM, Ottawa-Carleton Board of Trade
Brian Barge, President & GM, OCEDCO
Gary Hunt, Ex. Dir.,, BOMA

John Baird, MPP, Nepean

Gary Guzzo, MPP, Ottawa-Rideau

Proposal for the Establishment of an Energy Corporation for Ottawa-Carleton
Submission to Ottawa Citizen, 4 Strategy for Energy Self-Reliance in Ottawa-

Carleton
Independent Power Producers of Ontario, Feb.1998 Newsletter, pp. 11-13
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A STRATEGY FOR ENERGY SELF-RELIANCE IN OTTAWA-CARLETON

The devastating ice storm which hit so many communities in this part of the hemisphere
has spun off at least two positive side effects in Ottawa-Carleton. The first is that in the face of
adversity we have shown that we are a strong resourceful community right from the grass roots,
with citizen helping citizen, up to the newly elected Regional Chair, Bob Chiarelli, who has
shown he is more than equal to the task of providing leadership in such an emergency. The
second is the much needed focus on energy.

Those of us who are acutely concerned about this vital resource, as to how it is produced,
conserved and delivered in such a way that it will enhance and enrich, rather than threaten, the
quality of our community, have been faced with an uphill battle in drawing attention to the need
for a major overhaul of the current ways and means of energy production, delivery and use. The
ice storm has succeeded in riveting public attention to the weaknesses of our energy system, and
now is the time to make redress.

First, let us look at some practical lessons learned from this disaster. The most important
is that reliance on a single source of energy is unwise, and that battery operated radios, oil-fueled
tamps and a source of heat independent of electricity are essential. Where Quebec has been
criticised for its over reliance on electricity for home heating, (accounting for approximately
80% of all homes), Ontarians using natural gas heating, were no better off due to the fact that
electricity is necessary to fire up most gas furmaces. Notably, those fortunate to live in homes
insulated to R2000 standards, and possessing a wood stove were distinctly better off.

A recent Citizen editorial (20 Jan’98) called for a regional hydro plan. As a Commissioner
of Nepean Hydro, I can state that we have been closely monitoring the multiplicity of issues
aimed at change in the energy field which have been steadily gaining momentum, ranging from
provincial municipal restructuring and the impending brezk-up of Ontario Hydro, to the
forthcoming emergence of competition into the Canadian electricity market as a result of a global
tide of change, which cannot, and should not, be resisted.

A regional utility is but one option which has been considered. However, the convergence
of all these events, analysed in the context of the crisis arising from the devastation of the ice
storm, dramatically points to the need for a comprehensive re-evaluation of both the structure
and role of the municipal utility. What is clear, is that a strategy for energy self reliance is sorely
needed in Ottawa-Carleton, and not merely a reshuffling of the present utilities. Largely asa
result of rapidly evolving technology, in an environment of a market-cconomy increasingly driven
by competition, the delivery of power itself will become but one small part of the service
package which could be provided to an ever increasingly sophisticated consumer




As a Hydro Commissioner, tor example, { have supported inttiatives which have included
partnerships with other service providers to improve energy ¢fficiency, enhance customer service,
increase customer choice and streamline costs. Currently, for example, we are exploring the
concept of community energy systems in partnership with CMHC and others. [n addition,
discussions with Consumers Gas are in progress to investigate the feasibility of cost saving
measures such as joint meter reading. Nepean Hydro has also sponsored public workshops on
energy efficiency and conservation methods which have been highly successful. Nepean Hydro
has also participated in efforts by the Region to utilise the methane gas for encrgy purposes which
is presently lost as it is flared off from the regional landfill site. These efforts have consistently
met with resistance from Ontario Hydro.

These initiatives by Nepean Hydro are indicative of the rapidly changing role of the local
utility, and reflects only a fraction of the multiplicity of services which could be offered. The last
decade has seen enormous gains in the refinement of renewable energy generation. Wind
turbines, for example, provide a significant percentage of energy used in California and Germany.
Solar energy, or photovoltaics, has very practical niche applications, and the use of gas turbine
technology in cogeneration projects for heating and cooling is gaining much ground, examples
can be found here in the region at the Health Sciences Centre, as well as at Carleton University.
Power cells are also on the verge of mass application. The trend is away from mega power
projects such as the il! starred Darling nuclear power station with its enormous cost overruns in
the billions of dollars, and rather towards more cost effective, energy efficient and
environmentally friendly sources of energy located closer to the demand source. This has
tremendous potential for local economic development, with the capability of increasing local
employment opportunities and creating spin-off business opportunities. It can also, more
tmportantly, improve reliability of service.

With respect to competition, this reflects the global trend of eliminating the public
monopoly of producing power as governments seek to streamline their fiscal responsibilities. .
Ontario Hydro was initially put in place at the beginning of this century to ensure that power was
delivered to all communities in Ontario, as well as fuel the growing demand by the growing
manufacturing and natural resource sector, but has now become a public liability with Ontario
Hydro’s debt registering at $32 billion. Last month the provincial government set up a
committee to oversee the transition of splitting up Ontario Hydro into two bodies, one to produce,
and another to'transmit electricity. The other important development is that responsibility for
regulation will be re-assigned to the Ontario Energy Board. Ontario Hydro, as a crown
corporation with litile accountability to the taxpayers, will be obliged to succumb to the pressures
of the open market and be subject to the same regulatory standards as independent producers.

1
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Largely as a result of the ice storm, and indications that this may by no means be the last,
many are now calling for a public debate on energy. We need to closely examine the vulnerability
of the over-centralised electricity grid, and move immediately to becoming individually and
collectively more energy self-sufficient to avoid the repeat of such a catastrophe, the economic
impacts of which wili be felt for some time to come. The convergence of all these events, ever
increasing technological advancements, debt ridden govemments, the pressures of market
competition and climate change, points to the need for a comprehensive re-evaluation of both the
structure and role of the municipal utility. What is clear, is that a strategy for energy self reliance
is sorely needed in Ottawa-Carleton. To this end, Regional Government must strike a Task Force
with a view to establishing a not-for-profit Regional Energy Corporation governed by the
Business Corporation Act. Such a Corporation would be mandated to implement a long term
plan for regional energy self-sufficiency by 1) amalgamating local utilities in the region and
extending service to rural residents currently served by Ontario Hydro within RMOC boundaries;
2) in cooperation with municipal government facilitate state-of-the-art energy efficiency concepts
through building retrofits and new construction to R2000 standards; 3) investigating potential
partnerships for the development of regional energy, and 4) work with other levels of
govenment for higher energy efficiency standards and increased use of renewable energy
supported by appropriate tax incentives.

New problems require innovative solutions. In life, there is no looking back, we must
continually move on to face fresh challenges. The “wires” industry is rapidly evolving - a laptop
computer can now operate by a handy portable fuel cell, and in the not to distant future we will
more than likely see the telephone, electricity and cable wires rolled into one. A Regional Energy
Corporation, given the proper tools, will be able to fully exploit these developments for the
benefit of all residents in Ottawa-Carleton.

Marey Gregory
Nepean Hydro Commissioner

9 February 1998

ad
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A PROPOSAL FOR THE ESTABLISHMENT OF AN
ENERGY CORPORATION FOR OTTAWA-CARLETON
OBJECTIVE:

To respond to the deregulation of the electricity industry in Ontario by the year 2000, and
ensure a secure and affordable supply of power to all residents of Ottawa-Carleton through the
establishment of an independent, not-for-profit Energy Corporation.

HOW?

Through the amalgamation of all existing municipal utilities in the region and the
extension of service to rural residents currently served by Ontario Hydro.

The corporation to operate under the Business Corporation Act, and be governed by a
board of directors reflecting the community at large and stakeholders in the industry.

MANDATE OF THE CORPORATION:
1. To develop local sources of energy through partnerships with other stakeholders;

2. To develop a strategy for the application of energy efficiency and conservation
measures in partnership with Regional Government;

3. To purchase bulk power on the open market;

4. To form partnerships with other service providers to enhance customer choice
and streamline costs, and

5. To work with the provincial and federal governments for the implementation of
higher energy efficiency standards and the implementation of renewable energy
technology supported by tax incentives.

RECOMMENDATION:

That a-Task Force be struck forthwith, comprised of representatives from local utilities
and other stakeholders, to investigate the feasibility of forming an Energy Corporation for
Ottawa-Carleton.

REFERENCES:

[PPSO FACTO, February 1998, “Lessons from the Ice Storm”, p.11; and “Northwest Energy Corporation
Forms™, p.13.

Globe & Mail, 6 March 1998, “Two weeks without power, Auckland feels the heat”.

Globe & Mail, 5 March 1998, “Hotels take on greener hue ™.

Ottawa Citizen, 17 February 1998, “Wilf Omario Hydro plug into telecommunicarions? ™.

Globe & Mail, 17 February 1998, “Commentary - Absolute power corrupiion ™.

Globe & Mail. 14 March 1998, "Getiing she politics out of power "
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Deregulation causing poliution: US
study

Increased competition in the power market is likely causing increased
emissions of pollutants, such as nitrogen oxides, sulfur dioxide, and carbon
dioxide, according to an initial analysis by the Northeast States for
Coordinated Air Use Management (NESCAUM). “These findings strongly
suppon the inclusion of environmental safeguards in any legislative pro-
posal regarding utility restructuring,” the study said. The study examines
the trends in electricity generation that have emerged since the passage of
the Federal Energy Regulatory Commission Orders 888 and 889, which
instituted wholesale competition. Specifically, NESCAUM addresses the
concems of Northeast states that deregulation will resuit in increased use
of low-cost, polluting coal-fired power plants. Many of these facilities are
located in the industrial Midwest and have been shown to contribute to air
pollution in the Northeast. NESCAUM represents eight states bordering
Ontario, Quebec and New Brunswick.

According to the report, emussions of nitrogen oxides increased six
percent in six Midwestem states in 1996, particularly at coal utilities. The
low-cost power suppliers experienced a large growth in sales concurrent
with the beginning of wholesale competition. In addition, emissions of
carbon dioxide from ali fossil-fuel generation increased by roughly 4.7
percent from 199510 1996, an increase greaier than the cumulative increase
from 1990 to 1995. The report does caution, however, that other factors,
such as increases inthe price of natural gas and the closure of several nuclear
power plants in New England, may have influenced these trends. See
“Electric Power Alert,” January 28 and " Air Pollution Impacts of Increased
Deregulation in the Electric Power Industry: An Initial Analysis,” January
15, from NESCAUM, 617-367-8540.

Midwest utility AEP released documents in early February which it
claims show that the air quality problems of the northeast result largely from
pollution originating in the northeast. AEP also chuded the northeast states
for their reluctance to adopt controls required by the Clean Air Act
Amendments of 1990 that would improve their own air quality.

On February 2 it was announced that a group of utility companies,
labor and other organizations from several Midwest, Great Lakes, Mid-
Atlantic and Southeast states had formed a new cross-sector committee, the
Alljance for Constructive Air Policy {ACAP). It will work with policymakers
for “cost-effective, equitable approaches for reducing ozone pollution in
key regions of the country.”

- With files from The Utility Restructuring Weekly Update compiled by
Energetics, Inc., and Energy Central Online.
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Lessons from the Ice Storm

by David McArthur and Stephen Salaff

Quebec and Eastern Ontario: Buik electricity outages due to the January ice
storm in eastemn Ontano and Quebec allowed a number of independent power
projects and cogeneration units to meet some power needs of otherwase
blacked-out cormmunities and industry. *“This storm clearly demonstrated the
benefits of reducing community dependence on power from distant sources,”
said [PPSO Executive Director Jake Brooks.

[n Quebec and Ontario, some 3 million people lost power, i someé cases
for several weeks, dueto numerous downed ransmission towers, utility poles
and trees, which had accumulations of a minimum of 10 cm of ice. Portable
generators were brought in from distant parts of Canada to supply power and
heating.

Thestorm shattered public conhdence in the bulk power supply sysiems
of Hydro Quebec and Ontario Hydro. Many now realize the Gagility of
centralized power systems and are showing an interest in decentralized models
which could prevent such disasters, including windpower and natural gas
cogencration systems.

Kiogsey Falls

Norm Rubin, direstor of nuclear rescarch at Energy Probe, points to the
Quebec townofKingsey Falls, where apulpand paper cogeneration operation
supplied electricity to the local grid and the surrounding community, keeping
people warm and supplied with power while the rest of the area was blacked
out. However, it was only by shutting down the pulp and paper productior.
operation that power became available for the comumunity.

He indicated that a post-mortem of the ice storm should determine what
made the commurtity different, and ailowed just such a connection.

Rubin alsopoints out that the Dupont cogeneration plantinMaitland, near
Brockville, Ontario, continued to operate, as did AES s cogeneration facility
near Kingston. Both plants helped townspenple cope with the ice storm
emeTgency.

Cornwall

In Ontario, the city of Comwall lost its electricity supply from Hydro
Quebec, and had torely on a temporary feed of 1 LOMW from Onlano Hydro,
less than its usual requirements.

The city"s natural gas district energy system (one of the few in Canada.
which generates 5.5 MW, helped the town to “significantly” meet a portion ot
demand, according to Paul Fitzpatrick, Comwatl's assistant chief administra-
niveofficer.

Rubin pointed out that the district energy system allowed displaced
townspeople to stay warm and with power in the public buildings in Comwal.
utilizedasshelters.

A larger district energy cogen systern planned for thenearby, hard-hitcit:
ofKingston was blockedin 1994 when Ontario Hydro assevtedits manopol;

Energy Probe’s Tom Adams noted that the TransAlts Encrgy plar:
“worked very well” in Onawa and played a material role in “saving the neck’
of Otawa when the 500 kV line went down. However, Comwall's distnc’
energy system experienced a broken crankshaft in an engine, due to line
distuptions, and faces a major rehab.

The town of Cornwall is still negotiating the terms of sale of Comwa:
Flectric to Consumers Gas Energy Inc.. as announced in October 1997,

Rubia pornts out that a big lesson of the ice storm is just how much ths
electricity systems :n Ontanoand Quebec are geared tobulk power generatior

... Continued on next pag
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Ice storm lessons (cont.)

and distribution. Difficulues in hooking up small generators to the existing system
were legion -- the systems sumply weren 't designed for distributed generation.

Quebec power is highly centralized

Jean-Louis Chaumel, professor of project management at the University of
Quebec a1 Rimouskt, on the Gaspe Peninsula, and vice president of the Canadian
Wind Encrgy Association, noted that Hydro-Quebec’s power network is highly
centralized around large hydroelectric dams in the James Bay and otherareas. Asa
consequence, for example, theGaspe Peninsuladependscompletely fosits electric-
ity on a single power line from Quebec City.

“The ice storm emphasized the need for the decentralization of power in
Quebec. There are now active discussions in Quebec, including Hydro-Quebec and
the Quebec government, onthe need todiversify both the grid, and energy sources,”
he stated.

Quebec government action

The Quebec government is being sharply criticized by environmentalists,
farmers, the opposition Liberal Party, and many others for allegedly exploiting the
extraordinary icestorm disaster, which affected | 4 million Quebec customers(close
taane-halfof Hydro-Quebec 's customer base), toenact Hydro-Quebec's controver-
sial development programs.

The government has fast-racked HQ)'s expansionist Strategic Plan 1998-2002,
and also the utility's short term 1998-2000 program to strengthen the grid system
and improve the security of power supply in southern Quebec.

Inmid- January, the Lucien Bouchard cabinet guictly passed an emergency decree
to aceelerate official approval of the Strategic Plan, which was presented to the
premier in late October 1997 and was then explicitly earmarked for public review
by a parliamentary commission within three months.

Thecabinet exempied Hydro-Quebec from submitting the plan to the Bureau
d'audiences publiques sur I'environnement (BAPE), Quebec's environmental
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assessment board, to the body which approves developments on farrland, or to
Quebec’s new Regie de | energie, the energy board esablished recently to oversee
the electricity and natural gas industnies.

Focused on “suswined growth and profitability,” the plan proposed capital
spending of over 313 billion for a wide range of high-growth measures, including
diversion of more Quebec nversincluding the Great Whale and Rupert Rivers, and
the construction of new ransmission lines to Quebec s periphery, including Omario
and the U.S. northeast (IPPSO FACT O Financial/Technical Supplement, Decem-
ber 1997, page 5).

Bouchard said that he fast-tracked the Strategic Plan because Hydro-Quebec
owes$30billionto financtal markets, and media images of the ice storm devastation
in the Montreal area were making Wall Street nervous.

*The Strategic Plan is not designed to consolidate the
existng network, but to promote exponts and production,” said Denis Bergeron,
president of the Unicn pour 1a conservation de la nature, Quebecs chief environ-
rnental group. “This {plan} is not going to improve the reliability of the netwark.”

Quebec’s largest farmers® association, the Union des producteurs agricoles, -
aiticized HQ's planstooverrun farm land in order torebuildthe electricity network.

In fact, Hydro-Quebec formally proposed on January 2! a “quick fix"
transmussion plandesigned iorepairand consolidate the grid and toavoid arepetiion .
ofthe tragedy. Under the transmission plan, Hydro-Quebec wouldconnect thehigh- -
voltage transmission systems in the Monteregie and Qutacuais districts and down- -
town Montreal in a loop, establish a major interconnection with Ontario’s high- *
vollage system, and strengthen the high-voltage transmission lines.

The transmission fix will cost an estimated $815 million in 1998-2000, in
addinontothe $500million which HQis spending to repair the transmission systems
felled by the ice storm.

The Montreal Gazerre on January 29 noted that the announcement of the
transmission “fix™ brought an outery from the opposition Liberals, who say
Bouchard has tossed several aspects of the ice storm cnisis toatechnical comrmission,
when instead there should be National Assembly committee hearings.

As of late January, about 50,000 Quebec households were soll facing a
nighmmarish fourth week without electricity as a result of the storm.

Windpower iz demand

Chaumelindicated that'‘we recently received several requests for wind energy
forspecific urgent needs during the ice storms. Mostof them related o the problems
of large farms without electnieity. We could not respond, due to our lack of wind
turbines in the 5 to 10k W range. But the question is now on the table, and we must
findsolutions. For exampte, the University of Quebec is examining the feasibility of
a ‘portable’ unit, ready for assembly and operation within 24 hours. A chevy van
wouldcarry all the equipment for a 3 kW turbine, including the tower in sections.”

Wiod turbines outside ice zooe

Chaumel said that the three 750 k%W NEG-Micon wind turbines recently
erected by the Micon/Axor group for Hydro-Quebec, near Matane on the Gaspe
Peninsula, were well outside Quebec’s main ice storm area around Montreal, and
avoidedicing problemis.

However, 2 Hydro-Quebec transformer connecting the three turbines to the
main utility grid failed in late Decernber, before the turbines could enter operation.
The cause and responsibitity for this difficulty have not yet been clarified.

This $3 muliondemonstranen project, which s designedto facilitate develop-
mentofa wind rurbine componentindustry i Quebec, 1s now paralysed until Hydro-
Quebec can detach workers from ice storm response duty to replace the mansformer.

The 10 kW Bergey wind rurbine. erecied by the public-pnvate corsortium
Forum Energic near Rimousk). has expenenced no mechanical or elecoical prob-
lems for the past 16 months, despite verv strong wands and peniods of icing. A3
coordinator of wind projects for Forum Energ:e, Chaumel ispromoting job creation
and cconomic development for the Gaspe region and for Quebec.

Duning the e storm, the Berzey machine threw aifice aarunally, withoutany




Northwest Energy Corporation forms

| hunder Ray, Ontana A group ol iunic:
padatlines, usipesses, and communarty -
terests are working on the formation of a
se aun -profitcompany called the Noah-
wet Euergy Corporanun. e Corporation
sty soet heable w bnag together custom:-
et 3nd inurucipal utiiiies in the region io
tahe ads antage ot bulk buying and the new
et 2y Susiness opportunities inherant in
restructuning. There was an enthusiastic
and diverse tumout 1o an organtzing meet-
ing January 28 in Thunder Bay. and approval was given to proceed with the
business proposinon. lncorporation is expected to be complete before the end of
March. For further information, see “Northern Ontario Power Co-op Planned,”
in [PPSO FACTO, October 1997, page | 4 The co-op structure was abandoned
in favour of a non-profit corperation, on the advice of the group’s lawyers.

A representative of the Ontario Mimisiry of Energy, Science and Technol-
agy told the meeung that their plan is consistent with the white paper. Thunder
Bay Hydro General Manager Larry Hebert was particularly pleasedat the suppont
from municipal councillors, mayors and reeves, who came out to the meeting.
*Wethink thiskind of plan will encourage industry tocome here in many forms,”
he told [PPSO, referring in part to the likelihood of independent power projects
being developed in nortrwestern Ontario. One of the corporation’s main reasons
for existence is to increase the accountability and representation of electric
utilities to their customers, by improving service and value.

The |} municipal utilities who are potential partners are Atikokan HEC,
Dryden HEC, Fort Frances PUC, Rainy River PUC, Kenora HEC, Nipigon
HEC, Red Rock HEC, Schreiber HEC, Sioux Lookout HEC, Terrace Bay HEC
and Thunder Bay HEC. The draftbylaws provide for each of these utilitiestohave
1,2, 0r3 votes each, according to size, and alsotobe responsible for paying dues
inthe same proportion. Ontario Hydro Retail which operates in the areamay be
interested in partnering as well. There will be an associate member category for
other organizations. A number ofbusinesses and First Nation organizations have
expressed interestin becoming Associate members.

Sincelearning of the Northwest Energy Corporation, it appears that District
9 ofthe Municipal Electric Association is becoming interested ininvestigating a
similaridea.

Consultants for the group are van Beers Consultants Inc., who can be
reached at 416-604-8178, fax 604-8208 vanbeersr@msn.com. For further
information, contact Julia Sore, Corporate Secretary st 807-343-1106, or fax
807-34$-8338 or Doug McCaig, Interim Chair, at 807-274-9495, or fax 807-
174.1937.

external intervention,
Lessons Learned

Brooks notes that as Jong as each communicy has a few buildings (such as
factories, hospitals or schools) with independent power systems, disasters such as
this ice storm would be greatly reduced. However, for more system stability,
distnbuted power control systems need to be put in place by utilities. {fthis were
done. then the comumunity facilities which are still running when some lines are
down would be able to export power to their neighbors, and relatively few people
would need to leave their homes,

This kind of lesson should not be confined to winter problems alone. During
a heat wave last August, independent power producers “came 1o the rescue of
hundreds of thousands of Califomnians’” who could have been without electricity
afteriavestor-owned utilices declared a*'system emergency resulting from sudden
iransmission line outages and excepricnally high energy demands due to the heat
WL e,
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white Paper CreQtes New QOpportunities ...

Maximize Your
Generation Profits

Sell Your Power to Local End Users

if you serve local markets on a long ferm basis
and avoid the Ontario Grid, you can lower
your costs and maximize your profits. That
means, more efficiency and a better profit
margin for your plant.

Retail sales will be allowed in the year 2000
and we can market your power to local long-
term end users.

We can help you create a successful strategic
plan to market your power creating more
efficiency and a better profit margin.

Besides, wherever your plont is in Ontario, we
probably have customers right now, in your
locality.

Enershare already represents more than
15,000 committed end users needing free
market, dereguicted electricity. End users
who are Municipal Governments, School
Boards, Hedlthcare Facilities, Factores,
Cormmercial and Residential Users.

Our parent, Enershare Technology Corpora-
tion, is o Canadian public company with sales
of more than $32 million and an enviable
record of growth since being founded in 1986.
Qur mission is to be Canada’s Leader in
Energy Saving Solutions.

Visit our website at www.enershare.com for
more information agbout us.

Considering adding generation capacity or
have excess to sell, contact Wayne
Sheppard, Vice-President, at 1-800-461-2651
or fax us at 416-638-9318.

k|
ENEIgIARE
ELECTRIC LIMITED

87 Bakershield 51.
North York, ON, M3J 124

—
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Getfihg the politics
out of power

mhmnmmdhnd"s propasal to spread over all of Hydro-Que
way these days This week's Joint | bec's custamery the cost of
sonouncemeni with Quebsc of & pro- | trargmlstion capacity,. When these cosis
posal 1o develop the hydroelactric capac- | e fully atiributed to the proposed devel:
Ity of Labrador's Lower Churchill River s | optoent, as they should be, what looked
only the most recent example Add the | Uke cheap power puddenly pels pricey
miconss of offshare oll and the minera po- Thers is thus & simple Last to determine
lenttal of ' Volsey's Bay, and the Rock | whelher pense,
smms poised for & bout of weicome | Furst, attribule all cosls (including abortg-
: viron

growth . ina) claims to eompersation and en .
But it Ls precisely when things Jook rogl- | mental costs) to Une project itself, making
est that pollticians fall most easily prey to | the future consumers of Lhls power pay its

the provinee's development. Il | raise the profect Anancing with no implicit
twned out to be an aibatross around 1 | of expliclt provincial or federal ({774
[ Newfoundland's hydro | aniees

merll. bt only € certaln eonditions are | for nancing guarantess. That in itiell is &

scross the Strait of Bele Ishe to Newfound- | crestes. It ks not even cloar Newfoundiand

lapd. The case for 1t ks [ar brom obvious. noeds he power. Detnand hid baen (st for
Mmmymtobeskepﬂa! years. The promised smeiter for the Voi
sbout the grandiose clalms of provincial | sey's Bay mine nesds electricity, but could

premiers and electriclty mooopolies for | just as well be bullt in Labrador as on Lhe
thelr pet megaprojects. Fromising huge | (sland . -
economic benafits at low cost, they have Il real depsand growth ks comlng, olher
1 frequently deliversd big taxpayer-guar- | cheaper options for satisfying it exist and
snteed debt and high rates insiead A chief | have pot been fully studied, such as unde-
PERSOB fof LAks Bas baen (hat the udlities | veloped loca)  bydre. indwtria) oo
bave enjoved a captive market for Lheir | generstion and using Lbe province’s own
electricity, while investora have been cod- | offshore pas. As for paying for the cable
died by provincis) loan guaraniees Lhst with Kyolo-insplred trmdasble emissions
e Laxpayers bear the risk. credits from cleankh hydro power displac-
Canadian utillties have traditorally | Lng dirter forms of electricity, this is fan-
tried 10 make what are in fact highoost | tastical Far better to setl all of Labrador's
peojects look cheap by borrowing oo the | power on the open market for e best
public eredit, not earning 'sdequate ' re- price It will bring. and we the money 15
lurns on equlty, using suspect deprecia- | develop the island's own power’potential
tion practices and squirelling pmjecln- Plerce the greenhouseqas smokescreen,
Iated costs away b other parts of the utl: | and the submarine cable Jooks like just an-
Ity. These practices are deplorable, be E
cause they make 11 hard to judge whether | make-work project disgulsed s sconomic
projects really create more In benefis | development.
thantbey_oomuml.nm Whan politics and electriclty mix, the
In the case of the Lower Churchill proj- | victims are the Laxpsyer and economie
ect, this slelght of hand is to be sgen In the | commin sense. It shoukdn't happen bere. -




Hydro: New
boss has no

‘magic bullet’

Contlfnued from page n

About six months ago in Burope,
Northern Telecom unveiled technolo-
gY that would allow Internet connec-
tions through electrical wire.

"It's specific to the European kind of
grid,” Mr. Angus said, “but neverthe-
less there is an issue of developing the
technology there

Meanwhile, Mr. Qsborne, s British-
born accountant with a strong
grounding in publishing, video and
multimedia from his days at Maclean
Hunter Ltd. and conglomerate BCE
Inc., s2id he has no magic solution to
turn around problem-plagued Ontario
Hydro overnight, .

“I don't think there is any magic bul- |.
let,” he said. “You don't do it with |
grandiose statements. You don't do it
with warm fuzzies or Qutward Eound

" courses in north Ontario in the snow,

“You do it on a day-to-dsy basis,
meeling challenges as they come and

setting short-term, medium-term and
_ long-term goals.”

Not only is the utility, the largest of
its kind in Mosrth America, in debt to
the tune of about 332 billion, but an jn.
ternal report last yesr blasted tl
“mismanagement” of its nuclear diw

. sion

Ontario Hydro last year announced
plans to take seven of its 19 function-
ing reactors out of service following
the damning report. Jt was expected 1o
cost berween 33 billion and $4 billion
to mothball the seven reactors and up-
wards of 110 billion to make the neces-
sary upgrades. T

Adding to uncertainty at the corpo-
ration is the expiry of its employee

contract March 31,

Mr. Osborne taid the challenge will
be to lay out a vision for Hydro. :

“You have to lay out a vision that
says we can be compctitive and that
we can carve out our niche in life, and
once we are through the mumoil of
transition we are going to be the win-
ner,” ivir. Osborne said.

~That's essentially what Pve tried to
do at Bell over the past six months.”

Tom Adams of Energy Probe said

Mr. Osborne's first priority is to give a

“brutally honest assessment™ of all as-

pects of Hydro, a3 waz done last year

with the nuclear division
Mr. Osbome said Hydro employees
will have to “welcome and relish the
. challenge of competition and know
that their job security comes from
meeting competition.”

Ontaric Hydro now has about
10,900 workers, down substantially
. {rom the sarly 19903 when there were
almost 29,000. Mr. Farlinger has said
- there are still too many employees, |
suggesting that another 10 per cent [
could be trimmed, bt not in the pu- |;
clear division, ;

hydro

companies everywhere trying to ig-

ty string

Hydro will offer

telecoramunications services.

... has anything like

ights-ol-way, there’s a good

tem and ri
See HYDRO on page D2

roviocewide infrastructure sys-
“aAbsalutely,” said consultant Jan
Angus.
“They've already got wire into
every house and every business.

And least one expert said that with

“Nebody else

the ability to carry wires from A 1o B

ure out if this is a way they can make

additional wires. There are
money.

easily. They could conceivab!

chance Qutaria

its p

cussed a move into telecommunica-
tions with Bell Cansda and other
companies. .

Hydro has been given until z000 to
gear up for a no-holds-barred compet-
1o look at options, including related
utility services, to remain competi-

"I think you will see a nurber of
large utiliry companies getting into

tive,

Ontario Energy Minister Jim Wilson

sajd.

several different utility businesses,”

itive electricity market and is starting

L

K -Dew

president and CEO, Ronald Osborpe,

Will Ontario Hydro "= "
plug into telecommunications?

to every house and business’

BY RICHARD BRENNAN

TORONTO — Debt-ridden Ontario

. dydro might get into telecommunica-

Giant utility already has

awire in

's something that is 'pf_a_ssi-
ble,” Mr. Fartinger said vesterday iRer

3

Mr. Farlinger said Hydro has dis-

“T think it

jons as 2 new source of revenue, says

William Farlinger, chair of the giant

utiliry.

who is leaving his job as president of
Bell Canada on Feb. 28 to start with

introducing the corporation)
Ontario Hydro on March 3.
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BY ANNE MULLENS
Special to The Globa and Mall

UST as one would ask for & no

smoking room, N & growing num-

Ler of hotels In British Columbla,

business travellers with a concern
for the eénvironment can request a
“Ereen” room.

Make that request at Vancouver's
upscale Westin Bayshors, and here is
what you get: » waterconserving tollet
and shower head, asrators In all the
tapy, energy-saving lght fxtures and
heating systems, biodegradable wheat.
germ soap arl shampoo n a wall dis-
penser rather than in disposable bot-
ties, paper products and room station.
ery magle from recycled paper, and a
recyeling box 16 put used boltles and
[SELN A

The Wesun Bayshore ls one of 16
hotels n British Columbia that are
now part of Lhe B.C. Hydro Power
smare Gireen Jotels program, the first
ol 1ts kil in the-waorld, Under the pro-
gy, U Hdro Power Smart tnspec.
o sepianige holels that bave applled
lir the program and award poinis o
Hupse thol inpdement and follow good
rviIrsnmenuL pracioes By thelr guest
rowns amd day- to-day operalions,

Tu be “green,” the hotels must have
mipimum of 2 per cent of their rooms
is complelely “green rooms” and 50
per rent of the remaining rooms with
waler-saving tap and ghower devices,
Pvinis are award for each environ
mentally sound practice;, a minimum
of 120 puinls gives Lhem the desigma-
Gun Power Smart Green Hotel, Uf they
carte 180 points they are glven tha
“plus” deslgnation. Hotels that meet
Lhe eriterin are listed an “green” in the
B.C. Accommodations Guids and on
B.C. Hydro's Web aite, and are part of
B.C. Hydro's Power Smart promo-
ttonal campaigns.

Richard Wohl, key account manager
for B.C. Hydr who nvarsess Lhe green
hotel program, says a number of ho-
tels are in the process of qualltying for
he designation. “Bacausa many hotels
will have to do some renovatlons, it
can take a couple of years to qualily,”
he sakl.

The Westin Bayshore has earmed
the Green Hotel Plus designation, Al-
though strict “green™ rooms make up
just 75 of the hotel's 750 rooms, The
Bayshore has sdopted other environ-
mentally friendly policles and prac-
tices throughout the entire hotel. The
kitchen composts and recycles every-
thing possidte and unused foods are
donated 1o the local tood banks: re
quirements for haating and light for

F -

AN b A

Wil Ak

a ‘green room’ yet?

Ay

MpN

Westin Bayshore Hotel manuger Denls Forristal: ‘In energy costs alone

we wre saving more than $100,000 a year.'
(CHRISTOPHER GRABOWSK I The Globe and Muil)

meeting rooms and oommon areas
throughout the hoiel am programmad
on a computer 30 that they are tuned
off when not in use. Towels, bedding
and furniture, when too worn for use
in the hotel, are donated to the Salva.
tlon Army. Even left-cver soap Is do-
nated to the Satly Ann, which melts it
dowy to make new soap.

“It cost n ot Inftiably {0 do the con-
version, particularly for the lghts,
showers, and toilets, but now tn en.
ergy costs alone we are gaving more
than $100,000 & year,” sald Danls For-
Hstal who also noted that the amount
the hotel must haul 10 the tendfll} has
dropped “500 per cent.”

Mot of their cllents have welcomed

sdges recelving & faw complaints from
clients who expect s hotel sxperience
to include lots of disposable buwxories.
Eurupean visilors, however, have been
very positive, he sald,

Sherry MeCutcheon, general man
ager of ihe Best Western Collingwood
Inn In Courtesay, B.C., tha only Power
Smart Green Hotel now on Yancouver
Island, says the savings for her hute!
have been Just & small aspect of the
change.

“1 think the blggest advantage |5 Lk
poasitive comments we get from client
ard the way it makes our staff fee
The staff is really into 3. It make
them feel good. We think this is ¢
wave of the fujure,” Ms. McCutcher
sald

the change, but Mr. Forristal acknow!- B

Hotels cutting waste

+ From Page G

Then, on the bavis of the botel's
guaraniee of a stesdy supply of recyc)-
ebles, a loca] entrepreneur stepped In
0 develop a recycling progran.

[t has taken seven years, says Ms.
Layton, to work through the local
challenges at each of the hotels, get
renovalions amd retrofits underway
and get the first 16 targeted environ-
menial changes on track, CP Hotels e
cently announced the start of "Green
Partnerships, Phase "

Now, the hotels ars focusing on
“green” conferences — no styrofoam
cups or indlvidual coffee creamers
when your meeting takes s break —

induvstrial composting of the holels'
mountains of organic waste, and
“green” golf courss managemenl.

Under the goif course initlative, the
alm is W have all CP Hotel golf
courses ag part of the Audubon Co-op-
erative Sanctuary System of Canada,
which would optimize goll-course
green space a5 refuge and habltat for
wikilife. Changes will include projects
to introduce indlgenous plants into
course design, the use of new ways lo
minimizs or eliminaie pesticides, (b
compoeting of all grast clippings,
branches and Jesves, and the develop-
ment of tralls and signs for non-goll
ers.
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TRENDS / Making hotels environmentally friendly is emerging

(.:-llb:tr{ 1Y ha n

as the latest development in the hospitality industry. ‘What [ want is a modem hook-up

that works, not a little bottle of peach shampoo,” says one business traveller whose views seem 1o be widely shared.

Hotels take on greener hue

BY ANNE MULLENS

Special 1o The Clobe and Mall
RISF sheets and fresh towels every day,
‘ unlimited hot water, liltle bottles of
shampoo, liny soaps wrapped Ln paper.
These are some of the lwurles that travellers

expect when staying in & nlce hotel.
But when it comes 10 the envirorunent,
those hotel niceties add up to waste on & huge

scale

In fact, the inherent workings of & lurge
bwtel seem 1o dictate one immense drain on the
clivironmend, with rooms w0 lieat in winter or
Coul In swnmer and clean spotless every day,
"T'Vs running, lghts burming, Loilets Qushing al-
ot constanily. Plus there are pools and sau-
s to hest, Witchens, bars and restaurants
chunyng out mounds of garbage, and laundry,
laundry, laundry.

“I really got offended al the aswounding
anount of wasie | see in most bowels,” says lan
Lall, presadent of Ecodrust, a conservation onge-
wéativtn operating in Canada and the United
States, “That e bar of soap in your holel
Toull, YOU unwrap it, use it once. When you
vottie back that night, they have removed it
and replaced it with another one wrapped In
Buper”

Mr. Gill spends at least half his working 1lfe
traveling through the Unlted States and Can.
ada and he echoes vther environment-minded
travellers in his desire for more “green” hotels
o choose from while on the ruad.

"As a bustness traveller, what | want most 5
2 modens huok-up that works, not a hitlle botile
of peach stumpoo. Hotels could do so moch 1o
reduce thewr waste without reducing their serv-
[

‘That message has been gelting out to hotels.
by fart, puking hotels environmentally
Inendly i1s emergung as the latest trend in the
hospiiality walustry. And Canada is on the
lewhng wdge. Witness the following recent de-
velopuants:
Pl Hotel Assoctation of Canada recently
launched its “Eco-rating” program, the first of
its kand In the world. Like stars given for lux-
ury, eco-rating will give from cne to four
“green leaves” to bolels that have environ-
fueatal policies and progrumns in operation.
+Cansdlan Pacific Holels, one of the world
leaders in snvironmental programs, has an-
nounced the naxt phase of its “Green Partpey-
ships” by Introducing plans for industrial
cowposting 1o its kitchens, the availability of
no-waste “green confercnces” and environ.
mentally [riendly golf-course management (o
W3 chain of 26 hotels.
+B.C. Hydro, In conjunction with the B.C.
and Yukon Hotel Association, launched a
"Green Hotel” accreditalton program in No-
vewber, 1996. Today, 16 hatels in British Co-
luwbia have undergone & B.C. Hydro Inspec-
tivn und have in place programs and equip
menl 1o reduce energy consumplion, con-
serve water and reduce waste, earming them
the deslgnation “Power Smart Green Hotel™
whuch they can advertlse and promote to cuy:
(owers.

1 short, many holels are reallzing that not
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only s & “green” hote] good for the environ
ment, it can be good for business by reducing
operating costs and promoting efficlen: s
while gracting cusiomers.

“That is the great thing about it — every
body benefits,” says Ann Layton, vice presi
dent of communications st Canadwn Payifi
Hotels, which since 1990 has been putting «n
vironmental practices In all 26 of its hutes,
Including making changes 1o lighting, tuilets
and  taps, introducing  envirgunentails
[nendly cleaning pruducts and putnng teoy
cling boxes i every roonl, as well as dufiol
Ing excess soap, worn Jiniis and unused lwa)
{0 charitable organszations.

A 1985 retrofll of the Banfl Sprngs Hulcl
for example, introduced energy cfficisin
lighting in %5 per cent of the hotel, which bus
reduced electricity cosis by $140.000 & yewi
No complants were received [fom gucais
about a change in ambience or light qualily
In fact, guests didin't even seem 10 netive. Ms
Layton says.

Elsewhere, the Sheraton Cemre Tuluiite
operated by ITT Sheraton, modified Lhe 1
lets in itg 1,400 rooms to reduce the fushing
volume by (wo litres per flush and now saves
35,000 litres of water daly on the califiiuied
17,000 flushes that ovcur each day 1n the hute;
and meeling areas.

“We tried il cut on the Club Floor Nirat, te
cause thuse are s0me of O Mast Aiscrnniiat
Ing customers and we didn’t wanl te du it b
the whaole hotel of quahly wiss guing 10 Lo al
fected,” says Cynthoa Bond, spokeswutiatr fu
Sheraton Centre. "No one complatied and w.
are saving thousands of litres a day.”

I s now common i many hotets for
guests 1o be glven the oplion of keeping their
1owals rather than laundenng them o they
Are staying more than one mght. Hotels with
this program repon that aboul 45 per cent of
guests keep one or more lowels by hangng
th;m up rather than throwing them n the
ub.

“It could protably be higher, but our
housekeeping staff, if they have any doubt.
change the towels,” Ms. Layton says. “Sull,
the reducilon in lawndry is significant.“

Eight years ago, when CP Hotels first sur-
veyed its 10,000 employees about puttiog en
vironmental policies in place, 95 per cent sad
they wanted the hotels 10 go green and 85 per
cent said they would even be willing Lo work
harder without compensation to make it hagp
pen. With what wandaie, CP Hotels drafted a
16-polnt actlon plan Lo Larget aress of highest
concem Lo employees: waste reduction and
recycling, waler and epergy conservation,
reen purchasiog, and the elmination of
toxic chemicals in the workplace, Ms. Laylun
ays

Extra staff effort, at limes, was indeed
needed. At Hote] Newfoundland in St. John's,
0o ¢community recycling program at first was
avallable, so staff negotisted with the local i
quor control board to drop off hundreds ot
wina and apirit boltles st bquor stores lfur
reuse by home wina makers.
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Powerful rock band & "W"‘Iq?f (ihya

AnIrish rock band is helping the ] -
land, New Zealand, sec!:heglighm Fo?:l;‘:l::ikn
hydro cables serving the city collapsed more
than two weeks ago and nothing seems to be go-
Ing right with efforts to repair or replace them,
Weeks more in partial darkness are expected,
The temporary solution has been to use genera-
tors. But this means flying them in from other
parts of the world and Reuters reports a world
shor'tage of large transport planes to do this.
That's where Uz comes in. They have their own
‘huge cargo plane and have loaned it to the city.
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Two weeks without power,

Auckland feels the heat

Assoriaied Prese .
AUCKLAND, New Zealand — At least
2000 businesses in downtown Auck-
land are “fighting for their lives,” the
city's mayor declared yesterday as
New Zealand's largest city [aced the
13th day of a massive power failure,

And more pain is in store: Estimates
of when city utility Mercury Energy
could lay a new cable to restore
electricity vary from five to 10 weeks,
but not sooner.

The lights went out Feb. 20, when
the last of four underground cables
supplying power from & hydroeleciric
plant south of the city failed in the
searing heat and humidity of New Zea-
land's summer. Merchants estimate
they are losing $60-million a week as a

“| result. and some who rely on serving
-] the ity s 80,00 coinmuters are consid-

ering bankruptcy

& 2 (‘ﬁm‘

*There are probably 2,000 busi- .
nesses fighting for their lives at pre ¢
sent in central Aucldand,” Mayor Les
Mills said yesterday. “It is a situation §

. that would be devastating for (hei

whole economy.” _

Business owners are despondent.  §

Being open is “a bit pointless be :
cause all the office workers and the :
people that live in the central city are ¢
just not there,” tavern owner Reg |
Newlon said. :

Mr. Newton said that although he 7
has business insurance, “the insur- :
ance companies have gone into hiding.
They don’t want to know.”

He said be filed a lawsuit against °
his insurer yesterday and is consider- ;
ing bankruptcy as eatly as next week.

Prime Minisler Jenny Shipley, wha .
is due in town today, urged businesses
1o sue Mercury Energy for their lasses. |
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