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CHANGES TO GLOBAL ADJUSTMENT TO END PRICE BREAK FOR EXPORTS AND SUPPORT
SMART CONSERVATION
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In Putting the Pieces Back Together: “True Pricing” for Ontario Electricity authors Greg Baden
and Lucia Tomson outline some of the unintended consequences of the Global Adjustment (GA)
including undermining the rewards for consumers to conserve and avoid peak use and exporting
electricity at prices barely half of what Ontario industries pay.
Baden and Tomson suggest that by calculating an hourly GA similarly to the way the hourly
market price is calculated, the “true price” of electricity would be restored. That in turn would
allow exports to be priced the same as Ontario consumption and would better reward
residential, commercial, and industrial consumers who conserve and avoid peak use.
The GA is the charge on electricity bills which covers the long-term costs of generation of all
types – wind, solar, gas and nuclear – that the generators do not recover when competing in the
electricity market. The authors explain how the GA has altered competitive behaviour in a way
that has reduced market prices and increased GA so that today GA represents more than half
consumers’ cost of electricity.
Ontario’s Auditor General has indicated that trends will continue and that “By 2014, the GA is
expected to be six cents per kilowatt hour – almost two-thirds of the electricity charge – and will
be almost two times more than that year’s projected hourly Ontario energy price.”
Because as a monthly charge, GA is not paid on exports which are based on hourly prices,
customers outside Ontario can buy Ontario-generated electricity at less than half the price paid
by Ontarians. And because GA is established as a monthly flat rate, it swamps the hourly price
variations which reward conservation and avoiding peak-use. Baden and Tomson have
determined that Ontarians underpriced exports by about $440 million in 2011 and their figures
show losses on exports of about $1.3 billion over the last 4 years.
CCRE Commentary is published about six times a year with each issue covering a single topic.
Previous issues covered redesign of the feed-in-tariff and the technology choice for Ontario’s
next new nuclear plant.
The Council for Clean & Reliable Electricity (CCRE) is a forum for reasoned analysis on subjects
related to electricity policy. In the past the Council has sponsored conferences on the Auditor
General’s report on Ontario’s renewable energy program, clean coal technology, nuclear power,
governance models in the electricity sector and biomass energy opportunities.
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