
Overview of the changes to Global Adjustment, 
as announced by the Provincial Government on Nov. 5, 2020. 

 
Government of Ontario, News Release: 
 

 “Finance Minister Rod Phillips released Ontario's Action Plan: Protect, Support, Recover — the 
next phase of a comprehensive action plan to respond to the serious health and economic 
impacts of COVID-19” 
https://news.ontario.ca/en/release/59065/ontarios-action-plan-protect-support-recover 

 
specific segment pertaining to Global Adjustment: 
 

“Starting on January 1, 2021, a portion estimated at approximately 85 per cent of these high-
cost wind, solar and bioenergy contracts, entered into under the previous government, will be 
funded by the Province, not ratepayers. Removing these costs from electricity bills will result in 
medium size and larger industrial and commercial employers saving about 14 and 16 per cent 
respectively, on average, on their electricity bills.” 
https://budget.ontario.ca/2020/chapter-1c.html#section-1 

 
What does this mean? 
Effectively, the government has moved the above portion of the Global Adjustment (GA) charges to the tax-payer 
base. These costs will now be borne by all provincial taxpayers, as opposed to being an energy charge specific to 
usage/consumption. 
 
The portion of GA in question are the renewables – the solar, wind and biomass (bioenergy) contracts that were 
implemented starting in the early 2000s in an attempt to increase the renewable portion of energy and reduce 
GHG emissions in the provincial energy grid. These contracts guaranteed the implementers of these renewable 
projects high-value electricity sales rates (per MWh) to the province in addition to the actual market-generated 
HOEP levels, for over 20 years.  
 
These contracts will start to expire in 2026, with the last of these contracts expiring in 2040.  

 

 

These contracts currently represent a 
combined total of 28.4% (2020), or 28.1% (2019) 

of the Global Adjustment costs. 
 
In 2019, this was the equivalent of  

$3.648 billion 
out of the $12.984 billion total GA. 

 
The portion removed, estimated to be 85%, 
represents the contract values of the rates in 
excess of HOEP. The capacity rates themselves 
within the contracts, will remain within Global 
Adjustment. 

 
  

 

All calculations and forecast models are based on data available through IESO and the Government of 

Ontario. Conclusions, forecasts, and calculations are by AB Energy. AB Energy is a manufacturer and 

provider of gas-fired power plants for the generation of independent on-site energy in power and heat for 

industrial and manufacturing facilities. 

https://news.ontario.ca/en/release/59065/ontarios-action-plan-protect-support-recover
https://budget.ontario.ca/2020/chapter-1c.html#section-1


The province has a diverse energy mix, of which the renewables are one portion: 

 

 

Wind, Solar & Biomass 
 
2019            = 28.39% 
2020 (to Aug) = 28.1% 
 
 

 

Removing the contract value of the renewable, or approx. 85%, is the equivalent of reducing the 2020 GA costs to 

ratepayers – both Class A and B – by $3.14 billion. 
 
The total provincial Global Adjustment costs have been seeing a steady rise, despite 2020 relief efforts in 
implementing caps and peak freezes, resulting in higher provincial demand peaks. At current levels, we are on 
track to see almost $14 billion in 2020. 

 

 

The earlier COVID-relief measures implemented by the Government in the form of a GA rate cap at $115/MWh 

(and applied as an equal ratio to Class A customers) for the months of April, May and June, will likely have cost the 

province up to $950 million.  

In addition, HOEP rates were flat rated at 10.1 cents for March, April, and May and at 12.8 cents for June through 

October. The estimated shortfall in revenue for the province is likely to be approx. $700 million. 

The Government had already announced that the costs resulting from the GA rate cap would be deferred to 2021. 

The situation around the lost revenues from HOEP income is less clear. 

Without either the change announced today, nor the deferred costs, 2021 GA would have followed the general 

trend and seen GA costs around $13-$15 billion. 

 With the changes and deferred costs, 2021 GA will likely be around $11 to $12 billion 

 



What does that mean for Class A and B? 
The simple answer is: a lower cost of electricity. 
 

To differentiate between Class A and Class B costs, 
we look at the typical split in 

 
- Energy consumption 
- Cost equivalent 

 
between the two Classes. 
 

 

 
 
Class B 
 
Using 2019 Provincial demand and total GA costs as the basis and removing the portion of renewables, we would 

expect an average Class B GA rate around 9.2 cts/kWh – essentially the average rate last seen in 2018. 

 
 

 

 

  

 

Source: IESO 



Class A 

For Class A, the answer is slightly more complicated. Since Class A GA rates are determined by the Peak Demand 

Factor, which is dependant on the 5 highest Provincial demand peaks, the actual GA rate can vary. 

As a base, with the removal of the renewable portion and the deferred costs added back, the 2021 total GA costs 

are now expected to be $11-$12 billion 

Without the changes, we would have seen around $14 billion. 

The next factor is determining where the 5-peak average will be. While the peaks are highly dependant on weather 

patterns and general variable consumption demands, they have been heavily influenced by mitigation efforts &  

energy savings. Until 2020, the peak average was declining steadily, due to a continued effort to reduce 

consumption levels and mitigate the stress on the provincial electricity grid: 

 

Instead of a 5-peak average of ~20,347 MW (following the previous years’ trend), the peak freeze and increase in 
economic activity after the lockdown resulted in a current 5-peak average of 23,465 MW 
 
Because of this, the 2020 Class A costs would be 

>$14 billion / 23,465 MW = $600,000/MW 
 
Without the peak freeze and the lower 5-peak average, the 2020 Class A GA costs for a facility/consumer would have 
been  

>$14 billion / 20,347 MW = $688,000/MW 

 
Scenario 1. 
Demand Peaks remain high despite GA mitigation efforts as the overall electricity demand increases with a 
substantial increase in economic activity. The demand peaks are unlikely to be as high as 2020, as GA mitigation 
efforts will still offset. The Government had already cut programs in energy conservation, helping demand peaks 
stay high. 

 Forecast scenario sees 5-peak average around 22,100 MW 
 

 $11 billion GA cost (low end) / 22,100 MW = $498,000/MW 

 $12 billion GA cost (upper estimate) / 22,100 MW = $543,000/MW 

 
Scenario 2. 
Demand Peaks fall back to pre 2019 expected levels of <21,000 MW 
 

 $11 billion GA cost (low end) / 21,000 MW = $524,000/MW 

 $12 billion GA cost (upper estimate) / 21,000 MW = $571,000/MW 

 

Class A customer can expect 2021 GA rates to be between $498,000 to $571,000 per MW. The announcement 

today stated an expected savings for industrial and commercial customers of around 14 to 16%. This can be seen in 

the calculation above ($600,000 – 16% = $504,000), applicable to 2021. 

 



 

15 year “Forecast” 

“Uncertainty is the only certainty there is” (John Allen Paulos). Despite this forecasting mantra, a new trend can be 

projected. With the renewable contract portion removed, overall GA costs drop, but still see a general trend 

upwards as nuclear refurbishment continues, new energy contracts come into place, and aging grid infrastructure 

is replaced. This could likely also be somewhat offset by future capacity auctions. 

The peak demand is likely to continue to decrease with further mitigation and energy savings measures put in 

place in the future, although likely not at the same pace seen before 2020. Trend-lining both costs and demands, 

and without further covid-relief costs, an estimate or forecast for GA beyond 2022/2023 would now be between 

$450,000 and $500,000 per MW: 

 

Will the ICI Program and Global Adjustment remain in this form? 

The budget does provide some certainty towards the future applicability of the ICI Class A program, stating: 
 
“This initiative is in addition to the benefits of other programs that are being maintained to provide 
electricity cost relief to eligible companies, such as the Northern Industrial Electricity Rate program 
and the Industrial Conservation Initiative (the latter program is also designed to provide electricity 
system benefits). Taken together, these measures provide greater stability and cost predictability for 
Ontario’s employers, supporting economic activity and job creation, while the Ontario Electricity 
Rebate continues to protect households, farms and small businesses, including main street 
restaurants and retail shops, as Ontario emerges from COVID-19 and continues down the path to 
economic recovery.”  
 
This statement underlines the importance of the ICI program in providing overall electricity system benefits and 
outlines that this program is intended to be maintained, as it provides both economic relief and infrastructure 
(cost) benefits.  
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Why were the Renewable Contracts removed? 
The provincial government stated in the budget 
 
“In the 2020 Budget, the government is outlining a plan to reduce the burden on employers of 
high-cost contracts with non-hydro renewable energy producers, which will be wound down once 
and for all… 
…These high-cost contracts were entered into by the previous government for energy that Ontario 
does not need at a price that employers cannot afford. In 2009, the previous government introduced 
the Green Energy Act, which led to high-priced contracts for electricity derived from wind, solar 
and bioenergy. By signing thousands of these high-priced 20-year contracts with renewable energy 
producers, the previous government set Ontario on a path of higher prices and lost jobs, culminating 
in the need for this government to act… 
..In 2019, approximately 94 per cent of Ontario’s electricity supply was produced from zero 
carbon emitting sources, including 58 per cent from nuclear and 24 per cent from hydro. Investors 
are increasingly concerned about environmental, social and governance issues, and manufacturers in 
Ontario are using clean electricity while competing with businesses in Michigan, Ohio and Tennessee 
that are still significantly powered by coal-fired electricity generation.” 
 
With renewable energies intended to assist the energy grid in reaching carbon neutrality, the government has 
argued that a large portion of low or zero carbon emissions can be achieved through existing nuclear and hydro 
generating facilities. The argument can be made that the balance of the province’s energy demand can be met by 
e.g. natural gas generators. These – when compared to coal-fired generation – are substantially lower in carbon 
emissions, therefore the Ontario electricity grid is already clean(er). Additional renewable energy sources such as 
wind, solar and biomass are deemed energy sources the provinces does not (necessarily) need, especially at the 
contract rates that were implemented, as they would only achieve a reduction in economic competitiveness 
without a significant decrease in overall carbon emissions. 
 
Following this argument, renewable energies would be valuable in further reducing carbon emissions only if the 
costs were not borne by the province’s energy grid. Therefore, these costs should not have been included in the 
first place. Investment in renewable energies could therefore be seen as a social demand, as opposed to an 
economic necessity, and these costs could be carried outside of the energy grid, e.g. by the tax base demanding 
them. Shifting the contract values of the renewables to the taxpayer base follows this logic. 
 
Can additional components also be removed, and GA further reduced? 
 

 

There are few components left in GA that could 
be seen as inconsequential in meeting the 
province’s clean energy demands.  
 
Certainly, changes to energy conservation could 
be made, although the funds for conservation 
programs were already severely cut in 2019. As 
such, Conservation is only 1.6% of total 2020 GA 
costs and represents ~$200 million.  

 
For Class A PDF calculations, the province’s peak demand plays an important role in determining the amount that a 
facility can offset by reducing grid demand during peak days. Generally, the higher the province’s peak demand, 
the lower the cost of Class A contributions towards GA payments. Less conservation and higher demand would 
provide higher Class A savings (although not for Class B).  
 
2020 provided a glimpse at what unmitigated peak demands in the province could look like. The Class A peak 
freeze allowed ICI participants to not have to mitigate their demand peaks, with 2019 rates applying instead. 

 

https://www.cbc.ca/news/canada/ottawa/ford-government-cancels-energy-electricity-efficient-programs-centralizing-1.5069318


 
As such, demand peaks well over 23,000 
MW were recorded. 
 
With energy conservation and mitigation 
efforts in place, the trend for peak 
demand had actually been decreasing, 
and were expected to be ~2,000 MW 
lower. 
 
It would be very difficult to justify the 
removal of any additional components of 
Global Adjustment. Upcoming and 
ongoing nuclear refurbishment, 
additional or increased supply from 
energy contracts with natural gas and 
hydro to compensate for the reduction in 
nuclear energy output, the addition of 
capacity auctions to reduce further 
energy costs and help with energy supply 
will play a role in altering the overall 
amount of each year’s GA costs. This will 
also alter the mix of ‘clean’ energy but 
will likely result in minimal changes in the 
year-over-year increase in overall GA 
costs we have been seeing. 
 
Removing what the Province perceived to 
be an unnecessary component in the 
Renewables that should not have been 
borne by the energy grid in the first place 
‘fixes’ and reduces the total GA amount 

 

 

 (without deferring or extending it to a future time as the previous refinancing efforts achieved), but it does not 
remove the necessity for GA. In addition, this reduction benefits both Class A and Class B ratepayers, although it will 
impact provincial taxes in a yet-to-be-defined manner. 
 
Decreasing conservation efforts and increasing peak demands would slightly improve Class A savings, but would 
negatively impact Class B and likely overall electricity prices. 
 
As the Province has stated the importance of maintaining the ICI program, and with the remaining GA components, 
and their costs, defined as part of the clean energy mix, there is not much room for further reductions that would 
benefit both Class A and Class B alike. 
 
If there are any questions, or for a discussion on the impact of these changes to the feasibility of a Class A GA 
mitigation strategy, please contact: 
 

AB Energy Canada 

Mark Ahrendt      Derek Newcombe 

Regional Sales Manager Canada East   Junior Sales Engineer 
mark.ahrendt@gruppoab.com    derek.newcombe@gruppoab.com  
M. 519.710.8487      M. 519.807.3899 
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