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Thank you very much, good afternoon everyone and welcome to Ontario. 
 
I’m delighted to have maintained my perfect record of attendance at CERT’s 
Energy Roundtable… 
 
I was honoured to speak at the first annual conference in Belgium last year, and I 
couldn’t be more pleased that CERT chose to hold the second in Ontario. I hope 
that you enjoy the same warm hospitality that I experienced in Brussels. 
 
For those of you that are visiting Ontario, I encourage you to explore Toronto, 
and see some of the many beautiful things our province has to offer… 
 
If you haven’t already seen it, I also hope you have an opportunity to visit 
Niagara Falls. 
 
The Falls are indeed wonderful from a tourism perspective, but I suspect you will 
be even more impressed by how effectively their power has been harnessed.   
 
Generating stations at the Falls are capable of producing two million kilowatts of 
electricity, and over 11 terawatt hours of energy supply annually, at some of the 
least expensive electricity prices in the world – about 15 Canadian dollars per 
megawatt hour, or less than 10 Euros.   
 
At one point in our history, the Falls provided our province with the majority of its 
electricity, but today they represent only a fraction of what we will need to meet 
the growing gap between electricity supply and demand. 
 
Ontario is one of the fastest growing jurisdictions in the advanced industrial 
world. 
 
We have a population of roughly 12 million people, and by 2030 it’s projected to 
grow by an additional 4 million. 
 
Our industry sectors – from automotive manufacturing to electronics, from 
pharmaceuticals to forestry, from agriculture to telecommunications – are 
thriving, and all are major consumers of power. 
 
That means our energy requirements must keep up not only with a growing 
population, but an expanding economy recognized worldwide as the economic 
engine of Canada. 
 
As many of you are aware, to keep the necessary power flowing across our wires 
in this province, we have a lot of work ahead of us. 
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Between now and 2025, we need to refurbish, rebuild or replace twenty-one to 
twenty-three thousand megawatts of installed generating capacity, which 
includes one of the largest nuclear fleets in any North American jurisdiction… 
 
…and depending on how effectively we harness the potential for conservation, 
we will have to build another five to eight thousand megawatts of capacity just to 
meet our projected growth in demand.  
 
We estimate this will require new investment anywhere from 25 to 40 billion 
dollars. 
 
Recognizing this challenge when we first took office just over 18 months ago, our 
government began to take action on three fronts.  
 
First, we immediately began a program to procure new electricity supply from a 
balanced portfolio of sources.  
 
Second, we moved to reorganize our electricity sector institutions to ensure that 
credible entities would oversee this massive work program over the next two 
decades.  
 
Third, but certainly not least, we have renewed efforts to build a mature market 
for electricity that will help provide the benefits of competition, transparency and 
innovation to Ontarians. 
 
Today, I would like to briefly discuss each of these initiatives, which together will 
underpin the new investment that is required in Ontario’s electricity sector. 
 

***** 
 
While we have only been in office for less than two years, the McGuinty 
government has already done much to procure new electricity generation 
capacity. 
 
By refurbishing and expanding public generation facilities, and attracting new 
generation from the private sector, our government already has the wheels in 
motion to produce nearly 6,000 megawatts of diversified generating capacity. 
 
To put this into perspective – between 2004 and 2007, Ontario will secure more 
new generating capacity than any other jurisdiction in all of North America, and 
enough electricity to power approximately 2.5 million Ontario homes. 
 
The fact that we are attracting considerable investment is pretty impressive 
considering we were working against all odds when our government first took 
office a year and a half ago.  
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Mind you, offering guaranteed 20-year contracts to investors doesn’t hurt 
either….! But more on that in a moment. 
 
To date, we have closed a renewable energy RFP for 10 projects that delivered 
395 megawatts of wind, water and biomass capacity. 
 
We gave the go ahead to the refurbishment of the Pickering A 1 nuclear reactor, 
which represents 515 megawatts of capacity. 
 
We closed an RFP for clean generation and demand management, which 
delivered 6 projects with a contract capacity of over 2,300 megawatts, largely 
based on gas-fired generation. 
 
We gave the go ahead to a new tunnel at Niagara Falls, which will deliver more 
than a terawatt hour of energy each year when it is completed, equivalent to 
adding over 150 megawatts of baseload hydro capacity to our province. 
 
We have concluded, and are currently reviewing, a tentative deal with Bruce 
Power for the refurbishment of two laid up nuclear reactors, which together 
represent more than 1,500 megawatts of capacity. 
 
We have initiated a new 1,000 megawatt RFP for renewable energy projects 
greater than 20 megawatts size, which will be completed this fall. 
 
We have also announced a 200 megawatt RFP for renewable energy projects 
smaller than 20 megawatts in size, and the intention to commence a third 
process for community and agriculturally-based small renewable energy projects. 
 
And our 6,000 megawatts of initiatives does not include two major inter-provincial 
projects that represent more than 2,000 megawatts for Ontario. 
 
We are actively negotiating with the province of Manitoba to bring 1,500 
megawatts of clean hydroelectric power to Ontario through what is known as the 
Clean Energy Transfer Initiative. 
 
And we submitted a joint bid with the province of Quebec to develop a major 
hydroelectric generation project at the Lower Churchill River in Labrador, of 
which 670 megawatts would come to Ontario. 
 
Just describing what we have done on the procurement front leaves me out of 
breath! I can tell you that the officials in my department, as well as a number of 
lawyers, consultants, and dedicated staff of several other government agencies 
and Ministries, certainly feel the same! 
 
We undertook this work because of our government’s commitment to eliminate 
coal from Ontario’s electricity generation mix.  
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We are moving aggressively to ensure that coal plants will be replaced with 
cleaner sources of energy, and that Ontarians can benefit from cleaner air, and 
the better health that will result. 
 
We, that is the Ministry of Energy and the government directly, also undertook 
this work because there was no one else to do it. And that brings me to our 
second area of activity: institutional reform. 
 

***** 
 
 
For many years Ontario was served by an unregulated and vertically integrated 
public monopoly called Ontario Hydro. It was, in its day, well regarded, and even 
emulated by other jurisdictions.  
 
The Tennessee Valley Authority was patterned after Ontario Hydro, as were 
most Canadian electricity companies. 
 
Like all such companies, however, Ontario Hydro had a crucially important 
feature: its structure meant that all risks were borne by the ratebase of Ontario. 
 
All investment risk, construction risk, and operational risk were ultimately the 
responsibility of Ontario consumers, who paid all costs related to electricity 
through rates. 
 
When this system worked well, as it did in the early years, it was great. 
Consumers had the benefit of bountiful and cheap power, based on Ontario’s 
hydro resources. 
 
In later years, however, after building some of the largest coal plants in North 
America, and building the most ambitious nuclear fleet on the continent, things 
went very, very wrong.  
 
And Ontarians, because of the structure of Ontario Hydro, were on the hook. 
 
The previous government came to the conclusion that this situation was 
unsustainable, and determined to break up the company once and for all.  
 
They chose to move to a market system of the sort that seemed to be sweeping 
through other jurisdictions, like the UK, California, Texas, and elsewhere in the 
United States. 
  
But they tried to move from a public monopoly system to both a wholesale and 
retail market almost overnight. 
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It happened too quickly, without the necessary transition and adjustments, and, 
unfortunately, the experiment failed miserably. 
 
Because electricity is so fundamental to our lives and our economy, we can’t 
afford to put our system in that kind of jeopardy again.  
 
We can’t afford to leave all electricity investment decisions to a spot market. We 
can’t afford to have an electricity sector where there is no counterparty of last 
resort, even when there is a generation crisis. 
 
That’s why we were determined to create new institutions that would safeguard 
the electricity system, and ensure that adequate supply would always be 
maintained.  
 
Why we insisted that conservation should become part of Ontario’s culture, so 
that people would value electricity, and not allow it to be squandered.  
 
Why we believe that the market needs to have the room to evolve and mature. 
 
Bill 100, passed late last year, created the Ontario Power Authority, with its 
Conservation Bureau and Chief Energy Conservation Officer, created the 
Independent Electricity System Operator, and augmented the powers of the 
Ontario Energy Board. 
 
It also created a hybrid system in the Ontario electricity sector, where some 
public generation facilities have regulated prices, but all others producers 
compete in the market. 
 
 A system where the Ontario Power Authority is ultimately responsible for supply 
adequacy, but is also encouraged to allow investment to be driven by market 
mechanisms. 
 
A system where small consumers have the protection of an electricity price plan 
set publicly and independently, based on the true costs of power, but where they 
also have the option to buy electricity from retailers, if they so choose. 
 
What we have created is by no means a “pure” market. Our government is 
focused on pragmatic solutions, not ideology.  
 
We have put in place a mix of institutions, with different roles and responsibilities, 
to develop a flexible system that will balance safeguards with opportunities. 
 

* * * * * 
But we do see an important role for the market. I hasten to add, however, that we 
firmly believe that the market has to mature, and become more sophisticated so 
that it can play a stronger and more effective role in Ontario’s electricity sector. 
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There are a number of ways that we believe the market could be strengthened. 
 
Most immediately, many are calling for the development of a Day-Ahead Market.  
 
We recognize that coordinating electricity markets with natural gas markets, 
which are already settled on a day-ahead basis, will be increasingly important, 
given the construction of new gas-fired electricity generation stations. 
 
In addition, a day-ahead market would help to provide greater opportunities for 
demand response and demand management activities, particularly for industrial 
consumers.  
 
Imports, as well, would be more easily managed, given the move of many US 
jurisdictions to day-ahead purchasing of transmission rights. 
 
The IESO is currently working with stakeholders to develop a plan that will meet 
stakeholder needs in the most efficient way possible, and we support this 
ongoing effort. 
 
Another aspect of the market that is currently underdeveloped is forward 
contracting. In many jurisdictions, large consumers and retailers are able to buy 
one, three or five year contracts for electricity deliveries from generators. 
 
In Ontario, when the previous government imposed a price cap on electricity 
shortly after market opening, they effectively killed the forward contracting 
market.  
 
Industrial consumers were basically left to the volatility of the spot market, with 
very little ability to hedge their risks at reasonable prices. 
 
Making the markets work for all consumers requires the availability of a variety of 
flexible products and services.  
 
Some jurisdictions have kick-started contracting by holding strip auctions for 
power. This is an option that we are also examining, to determine whether it 
might make sense for Ontario. 
 
In the meantime, however, we believe that by taking many steps to de-politicize 
electricity, to put in place institutions that will manage their affairs according to 
sound economic and business practices, and to reduce uncertainty about the 
province’s commitment to market development, we are creating the conditions 
where reasonable buyers and reasonable sellers will be willing to do business. 
 
A third area for market development is demand management.  
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Ontarians use a lot of power. Our industrial base was built on the availability of 
cheap power, and our residential sector uses more electricity per capita than in 
most other jurisdictions in the world.  
 
In fact, a typical Ontario household annually uses three times the electricity than 
a comparable household in northern Europe. 
 
Our province ignored demand side initiatives for more than a decade, so we have 
much to do. 
 
In some cases, this might mean investing in new equipment that is more energy 
efficient. In other cases, it might mean reorganizing businesses to take 
advantage of lower electricity prices at off-peak times.  
 
In still others, it might mean bringing together many households or small 
businesses in new and innovative ways to have an impact on overall 
consumption. 
 
Regardless of the particulars, all of these kinds of initiatives could be spurred 
through market-based efforts. This will require some creativity, but the benefits to 
consumers and our electricity system could be considerable. 
 
I know that Peter Love, our new Chief Energy Conservation Officer, is looking at 
all options to achieve our goals in conservation and demand response.  
 
The IESO is also actively considering ways that it can contribute to demand 
management.  
 
Both organizations have the confidence and support of the government as they 
push forward. 
 
Finally, another important development in the market concerns new generation 
capacity. 
 
As I mentioned earlier, the government has taken direct action to secure 6000 
megawatts of new generation capacity. The Ontario Power Authority, now that it 
has been built, is ultimately responsible for the adequacy of future electricity 
supply. 
 
An obvious tool for the OPA to secure that capacity would be a “request for 
proposal” process – similar to the three RFPs our government has already 
initiated.  
 
Through those RFPs – which have attracted enormous interest from investors – 
private sector generators have been offered long-term contracts with the OPA as 
the credit-worthy counterparty.  
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These types of contract mechanisms certainly have their benefits, both to our 
province and to investors.  
 
Contracts are easily identifiable, they take a short amount of time to organize and 
execute relative to their length, and once in place they don’t change much. 
 
But they have their drawbacks and risks as well. Contracts signed in the early 
1990’s with so-called “non-utility generators”, or NUGs, in our province were 
priced too high, and cost Ontario ratepayers and taxpayers billions of dollars. 
 
Our new contracts are much more complex and innovative. They represent a 
deliberate attempt to avoid the NUG problem, and share risks much more fairly 
between investors and ratepayers. 
 
While RFPs and contracts are an important tool for procurement, these need not 
be the only way to ensure that adequate generation capacity is built in Ontario.  
 
There have been discussions in the past about “resource adequacy markets”, or 
“capacity markets”. Bill 100 was deliberately designed to ensure that the 
development of these kinds of markets continued to be possible.  
 
The OPA need not stand in their way, and in fact could help to foster and 
encourage their development. Jan Carr, the OPA’s CEO, is committed to looking 
for ways to increase the use of market mechanisms, where they make sense for 
the province. 
 

***** 
 
For our government, electricity markets are a means to an end. Our objective is a 
clean, reliable, diverse, and competitively price supply of electricity. A vibrant, 
competitive market would contribute to this, as one part of our electricity sector. 
 
We don’t believe that the market could ever be the only feature of Ontario’s 
electricity sector, however.  
 
Given Ontario’s unique generation portfolio, some public involvement will always 
be required. 
  
Our large-scale hydro-electric assets will always remain in public hands. I don’t 
think Ontarians would appreciate it if our government even raised the possibility 
of selling Niagara Falls! 
 
And nuclear power presents its own unique set of challenges. No nuclear plant in 
the world operates on a pure merchant basis. They are always backed by some 
sort of public commitment. 
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Even in the United States, the government takes responsibility for nuclear waste 
issues – so there are legitimate questions about whether or not we could ever 
have a “pure” market while we have nuclear power in Ontario. 
 
Our government is not interested in markets for their own sake, so these 
limitations are not problematic for us. 
 
We want to see the market develop, and provide benefits to Ontarians, so we are 
supportive of many initiatives that we believe will deliver better services. 
 
We will not spend time on market features that don’t have obvious benefits, 
however. For example, some people have called for the development of so-
called “locational marginal pricing”, or “regional pricing”.  
 
Regional-based pricing has proven to be a complex issue with many potentially 
unforeseen consequences and pitfalls. It is not an area that we intend to explore. 
 
 

* * * * * 
 
I hope that I’ve provided some assurances to you today that Ontario is indeed on 
a path towards a more vibrant and competitive market… 
 
…a market that will ensure future adequacy of supply… 
 
…deliver stable and competitive prices…  
 
…and give you as investors the certainty you need that Ontario is a safe and 
attractive place to invest. 
 
We have put in place a solid foundation for our electricity market to grow and 
thrive.  
 
Ontario’s electricity sector is on its way to a very bright future.  As leaders and 
investors, we invite you to come along. 
 
Earlier on, I welcomed you to Ontario. 
 
We’d be honoured if you would choose to stay and work together with us, sharing 
ideas and innovations to cleanly, effectively and efficiently power our homes, our 
businesses and our lives, now and for decades to come. 
 
On behalf of the government of Ontario, I thank you all for coming today and I 
hope you enjoy the rest of the Energy Roundtable. 
 
Thank you. 
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