ENERGY FORUM

A Need to Be More Competitive!

August 11, 2016

$

- )
= =
= =




AGENDA

» Welcome
= |ntroductions
=  MPP Lou Rinaldi Regrets
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The News

Rising hydro rates could cause ‘serious harm’ to Ontario’s economy, BMO chief

economist says
Continued increases to the cost of electricity threaten to undermine the long-term competitiveness of

Ontario’'s economy, warns BMO's chief economist Doug Porter. “In the last year we've seen prices for
the average consumer in Ontario rise by a little bit more than 15 per cent,” said Porter. This compares to

an overall increase in the rate of inflation of less than 2 per cent — Global News.
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ONTARIO ENERGY GENERATION

Nuclear 12,978 MW
mem (as 9,942 MW
Hydro 8,432 MW
s Wind 3,823 MW
s Biofuel 495 MW
Solar 280 Mw

Generating resources as of June 21, 2016, updated quarterly based on the 18-Month Outlook. Note that these
figures do not include generators that operate within local distribution service, except for those that
participate in the IESO-administered market. Most solar facilities in Ontario are currently connected to the
distribution system.

Total Contracted Generation, First Quarter 2016

Generation capacity under IESO contract in the Ontario transmission and distribution grid.
e 9,112 MW of Natural Gas and other Fuel Sources (34%)

*  6.300 MW of Nuclear (24%)

e 5,814 MW of Wind (22%)

e 2.490 MW of Solar (9%)

e 2.461 MW of Hydroelectric (9%)

e 495 MW of Bio-energy % NMA
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Figure 22 ONtario’s Clean
Supply Mix
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ONTARIO LTEP DIRECTION — MORE WIND
AND SOLAR AND CONSERVATION

rigure 9: Generation and Conservation Cost
of Options
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ONTARIO LDC NETWORK

Hydro One
Service Area

Peterborough
Distribution Incorporated

Peterborough,
Lakefield, Norwood

Kingston Hydro
(Utilities Kingston)

e
mited

ro One Brampton
ﬂwrh Inc. ! Toronto Hydro-Electric Whithy Hydro
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Enersaurce Hydro
Hydro Inc. e cissauga Inc.
Milton Hydro

Dakville Hydro
Distribution Inc. glociricity Distribution Inc.
wd North  Burlingten
rolnc.  Hydro Inc.  Grims N on-the-Lake
b Pmr.rm. Inc.

d Pawer Inc. Horlzon Utilties
Corporation
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ELECTRICITY PRICING TRENDS

Monthly Average Hourly Prices, By Year

Average Hourly Prices for each month since market opening on May 1, 2002. Averages are weighted by the
amount of electricity used throughout the province within each hour.
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Your Veridian Bill el

#® ' 4
www.veridian.on.ca VER_I I

The power to make your community better. CONNECTIONS

Service Address Account Details

ESCO LIMITED Service Type Intermediate Use
PORT HOPE Your Account Number T3312000-00
185 HOPE ST S Billing Date Jul 20, 2016

Due Date Aug 11, 2016
Amount Due . _

Account Status Year To Date

Amount Previously Billed
PREVIOUS BALANCE

I‘azmem Jul (4, 2016 - Thank You
BALANCE FORWARD

Cost Incurred Cost Incurred

Veridian Distribution Charges

Delivery Charge $2.512/kW
Transformer Allowance

Customer Charge
Total Veridian Distribution Charges

Other Charges

rg min Charge 25/mon
Other Charges SSS Ad Ch $0.25/ th
585 Admin Charge %0.25/month B
20.015631/kWh E]ect A & $0.01 563 lfl{Wh
Peak Demand Factor, 0,000053090 : : :
Transmission Connection Charge $2.1889/kW G‘Obal Adj USlment* Peak Dema-nd FdClor-
Transmission Network Charge $3.3034/kW .
P TE=— Transmission Connection Charge $2.1889/kW
R L Transmission Network Charge $3.3034/kW
Total Other Charges
Interest Charge on Overdue Amount Debt Retirement Charge
H.5.T. (Registration # §8628-2920-RT0001) .
Wholesale Market Services* $0.006/kWh
Total Due By Aug 11, 2016
Owistanding balances after the due dafe will bo assessed an interost charge of 1.5% paer month (19.56% por annum).
Electricity Consumption
For Month" 7 am - 7 pm Weekdays'™

1)
Meter No Billing Period Days| kWh Useé =3 .
Deman'd [ Power Factor Demantf Power Factor
VC00250604 May 31, 2016 to Jun 30, 2016 30 ﬁ -

(1) The charges for these items are based on kWhs used adjusted for losses associated with the delivery of electricity. The adjustment factor is 1.0344

(2) Billing Demand is the higher of peak kW or 90% of the peak kVA demand.

(3) Monthly billing demand is used to assess distribution and retail transmission connection charges.

(4) 7a.m. to 7 p.m. weekday billing #cmand is used to assess retail transmission network charges. f\ n
o

GLOBAL ADJUSTMENT  NMA
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GLOBAL ADJUSTMENT

Consumers who pay the Hourly Ontario Energy Price (HOEP), or have signed a retail
contract, will see their electricity bills also include a line for the Global Adjustment. This
charge accounts for the differences between the market price and the rates paid to
regulated and contracted generators and for conservation and demand management

programs.

The GA is calculated based on the difference between the Hourly Ontario Electricity Price (HOEP) and:

» Regulated rates to Ontario Power Generation nuclear and baseload hydroelectric generating stations

» Contracts with the Ontario Power Authority such as new gas-fired facilities, renewable facilities, and
nuclear refurbishments

» Contracted rates administered by the Ontario Electricity Financial Corporation paid to existing
generators.

It also includes the cost of delivering conservation programs in the province and the pavments made to
participants under contracts with the OPA for demand response programs.

ZINMA
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Paying for Generation

» Payments to generators are made up of two components:

1. Hourly Ontario Energy Price (HOEP)
— All generators receive HOEP for the electricity they supply. HOEP is determined by supply

and demand conditions in the wholesale market. It generally reflects the marginal cost of
electricity generation in the province.

2. Global Adjustment (GA)
— Contracted/regulated generators receive additional payments to make up the difference

between the revenue generated through the wholesale market and their expected
contracted/regulated revenue. This difference is recovered from/returned to the Global

Adjustment (GA).
- Virtually all generators in Ontario receive a contracted or regulated rate.

— Conservation costs are also paid for from GA.

» HOEP and GA are inversely related; as the market price increases, the GA payments decrease.
HOEP is influenced by supply, demand and fuel costs.

Claw back to GA

Contract price

Top up from GA

ZINMA
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Excerpt from Ontario Long-term Energy Plan
rigure 8 [NAUStrial Electricity Price Forecast
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A typical large industrial consumer is expected to
pay $3 million less than the previous forecast in
the near-term (2013 to 2017), and $S11 million
less over the life of the plan (2013 to 2030).*

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032

2010 LTEP

2013 LTEP

* A typical large industrial customer Ras & demand of &5 MW and & 75% capacity factor,
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Cost of Power for Industry vs. Competitive Regions

Average wholesale delivered price of powerfor industry in Canada

Nominal CDNS/MWh
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ONTARIO CAP & TRADE

Time is Running Out for Small & Medium Business to Save

Ontario’s Cap and Trade regulation went into force July 1st.
The program will officially launch on January 1st, 2017.

This can have an enormous impact on the energy-based
operating costs of your business.

For example, facilities eligible to voluntarily participate in the cap and
trade program could save up to $450,000 per year.
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ONTARIO CAP & TRADE

Why should you care?

There is an alternate option for mid-sized facilities emitting between 10,000 and 25,000
tCO.el/year (approximately equivalent to consuming 5 million to 12.5 million m? of natural gas).
Opt-in to the cap and trade program to become a Voluntary Participant.

Voluntary Participants are eligible to receive free allowances similar to large emitters. This could
represent significant cost savings for many facilities ($150,000 to $450,000 per year) — but only if
fast-approaching reporting, application and verification deadlines are met.

Free Allowance Application Deadline: September 1, 2016

Source: ICF Canada
Copies of a Cap & Trade Overview provided by ICF Canada are available.

ZINMA
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A Local Story

Belden Canada Inc.,
Peter Ayres, Plant Manager




NMA
Energy Cost & Economic Impact

Survey Results




Energy Survey Results

e 33% of Member Manufacturers responded

v’ Higher response rate than anticipated based on timing
of survey during prime shut down and vacation period.

Collectively,

 Employ over 1440 individuals locally

e Annual payroll exceeding $99 Million

e Payin excess of $2.1 Million in Municipal taxes
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Energy Survey Results

70% compete within North America primarily US, including
25% US based sister plants.

In addition to US, 30% also compete China, Europe, South
America and Australia.

Over 90% reported their primary source of power is
electricity, and 75% use Natural Gas as a secondary source.

Over 80% of respondents are large electricity consumers
using more than 250,000 kilowatt hours (kWh) per year
and mainly Class B (with a peak demand over 50KW and under 5 MW).

50% do not foresee any changes in their primary source of energy, and
10% noted a change will be necessary to remain a viable business.
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Energy Survey Results

$14,500,000

$14,000,000

$13,500,000

$13,000,000

$12,500,000

$12,000,000

$11,500,000

2 Year Actual Electricity Cost & 2016 Budget

2014 Cost

$13,463,997

2015 Cost

$14,081,073

Est 2016 Budget




Energy Survey Results
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2016 Electricity Billing to May
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Energy Survey Results

2016 to January to May - $5,945,833 Total Billing

$381,209, 6%

$768,702 , 13%

$766,476 , 13%

$3,476,598 , 59%

$552,848 , 9%

B Debt Retirement (6%)

m Delivery (13%)

m Regulatory Charges (13%)
Electricity (9%)

B Global Adjustment (59%)

ZINMA
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Energy Survey Results

Participation in Conservation Programs

* 50% of respondents participated in a conservation program within the
last 3 years.

e Of that, 50% consumed less electricity as a result; however only 2
respondents realized a reduction in their electricity costs, one 5%
reduction and one 10%.

* As aresult of energy conservation efforts 90% realized an increase in
the Global Adjustment charge on their bill that may have impacted
their anticipated conservation savings.




Energy Survey Results

General Comment themes:

e Global Adjustment represents 40-59% of electricity bill.

 Global Adjustment is an unknown budget expense — you
just don’t know what your bill will be!

e Difficult to explain Global Adjustment to US Corporate.

e Difficult to compete with US based competitors and sister
plants.

e Significant conservation projects reduced overall
consumption however, an increase in Global Adjustment
charges masked savings.

e |nvestigating alternative combined heat & power options
i.e. Natural Gas Cogen on-site to reduce energy costs.

NORTHUMBERLAND MANUFACTURERS ASSOCIATION




Sector Energy Cost Case Studies




Sector Energy Cost Case Studies

Industry Sector Foundry ) ) - Foundry Operational Finishing Oper;
8 hours shifts with staggered start times Days/Week Days/Wege|
NAICS Code 331514 Manning & Shift Schedule Days: 7am -3 pm 2013 2014 2015 2013 2014|
Locale Eastern Ontario Afternoons: 3pm - 11 pm 3 2 2 3 2.5|
% Product Bulkis: Midnights: 11 pm -7 am
Exporting % Product for Canada| for Export Manpower Total (hourly unionized & salaried) 2013 2014 2015
15 85 138 122 100}
Natural Gas Costs as a % of
Electricity Consumption (kWh) Annual Peak Electricity Load (KW) Electricity Costs as a % of Total Costs Total Costs Natural Gas Consurl
2013 2014 2015 2013 2014 2015 2013 2014 2015 2013 2014 2015 2013 2014
17,125,648 14,711,488 | 14,344,502 5,232 4,821 5,035 6.00% 5.60%) 5.70%) 1.90% 2.70% 2.90%| 107,995 | 113,201
Consumption Pattern (typical day's profile): Participation in:
KWW kWA
OPA Programs
[] Industrial Electricity Incentive
4000 4+ Industrial Conservation Initiative
[ Industrial Accelerator Program
I:l Northern Industrial Electricity Rate
[ Fit or Microfit
30001
saveONenergy Programs
[] bemand Resopnse DR3
[] small Business Lighting Retrofit Pr¢
20001 [] unitary AC Incentive
Compressed Air Incentive
Lighting Incentive
VFD Incentive
1000 + [] Motors Incentive
[[] Peaksaver PLUS
Audit Funding
[ Existing Building Commissioning
o [1 High Performance Construction
.00 400 600 Timéil?ghu rs) 16:00 20:90 24:00 |:| Process & Systems Program
Qualified for ICE program for 2014

Download the Sector Energy Case Studies at thenma.ca

ZINMA
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http://www.thenma.ca/

Case Study Foundry

		Industry Sector		Foundry 				Manning & Shift Schedule				8 hours shifts with staggered start times								Foundry Operational Days/Week						Finishing Operational Days/Week						Product		Steel castings for manufacturing use

		NAICS Code		331514								Bulk is:		Days:  7 am -3 pm						2013		2014		2015		2013		2014		2015				Quantity (tons)		2013		2014		2015

		Locale		Eastern Ontario										Afternoons:  3 pm - 11 pm						3		2		2		3		2.5		2.5						7225		5760		5336

		Exporting		% Product for Canada		% Product for Export								Midnights:  11 pm - 7 am

								Manpower Total (hourly unionized & salaried)						2013		2014		2015

				15		85								138		122		100

		Electricity Consumption (kWh)						Annual Peak Electricity Load (KW)						Electricity Costs as a % of Total Costs						Natural Gas Costs as a % of Total Costs						Natural Gas Consumption (GJ)

		2013		2014		2015		2013		2014		2015		2013		2014		2015		2013		2014		2015		2013		2014		2015

		17,125,648		14,711,488		14,344,502		5,232		4,821		5,035		6.00%		5.60%		5.70%		1.90%		2.70%		2.90%		107,995		113,201		118,191

		Consumption Pattern (typical day's profile):																						Participation in:



																								OPA Programs





																								saveONenergy Programs

																														(Note:  have investigated by company profile does not fit)

		Qualified for ICE program for 2014



Industrial Electricity Incentive

Industrial Conservation Initiative

Industrial Accelerator Program

Northern Industrial Electricity Rate Program

Fit or Microfit

Demand Resopnse DR3

Small Business Lighting Retrofit Program

Unitary AC Incentive

Compressed Air Incentive

Lighting Incentive

VFD Incentive

Motors Incentive

Peaksaver PLUS

Audit Funding

Existing Building Commissioning

High Performance Construction

Process & Systems Program



Electrical Bill 2015





2012 - 2015 Electricity



Electrical Consumption / Ton

2003	Jan	Feb	Mar	Apr	May	Jun	Jul	Aug	Sep	Oct	Nov	Dec	YTD	2113.6499356499357	2017.9246376811593	2267.098693759071	1839.280701754386	2402.9717425431713	2087.8802721088437	2156.1894451962112	2322.8344827586207	2287.8581661891117	1946.2215025906735	2230.9182389937105	2372.2146341463413	2159.8358066060314	2008	Jan	Feb	Mar	Apr	May	Jun	Jul	Aug	Sep	Oct	Nov	Dec	YTD	2204.9543478260871	2313.5769712140177	2405.8064516129034	1928.9123538046308	2510.4002770083102	2333.453670276775	2338.4658792650916	2476.9903047091411	2526.4383561643835	2006.9523316062175	2559.5367892976587	2381.9791666666665	2304.3974805499083	2012	Jan	Feb	Mar	Apr	May	Jun	Jul	Aug	Sep	Oct	Nov	Dec	YTD	2130.6796263788656	2095.2893689994285	1931.9706279034915	2084.1399021460056	2074.8770142335525	2110.3986300066599	2248.4342299544201	2114.1349347163459	2143.8628449632574	2192.186318741617	2189.1679172919794	2083.0246411249636	2113.5381720594128	2013	2232.9092327191188	2295.24793985832	2211.2954681790916	2304.8314793292379	2108.9713734319716	2368.833008351422	2532.8467153284669	2554.0276972157776	2547.2499108135898	2531.074896110611	2650.1598072478732	2506.7397286728142	2370.1927002813763	2014	2494.4704796714136	2375.9150570910256	1935.3317240874846	2335.6976523554067	2480.7504539035708	2763.8516179952644	2582.7823169741901	2537.0946143867432	2879.5843839666118	2789.5168148434477	2534.7977716382084	2595.3593730868129	2485.0192649749074	2015	2661.8704749781209	2609.5438222643147	2494.1630116959063	2470.5524504771683	2497.1713030746705	2543.6198784738758	2768.9960285614338	3186.1198188784392	2934.976160830091	2738.2918208167398	2900.197169944814	2968.356350626118	2689.0051744527091	

kWh/ton









Electrical Cost / Ton

2003	Jan	Feb	Mar	Apr	May	Jun	Jul	Aug	Sep	Oct	Nov	Dec	YTD	203.20005148005148	264.90418840579713	274.39959361393323	183.11364661654136	198.31552590266878	175.38096598639456	170.79078484438429	214.22122413793102	193.5043553008596	181.68005181347149	171.98957547169812	198.93334959349593	202.0827501196745	2008	Jan	Feb	Mar	Apr	May	Jun	Jul	Aug	Sep	Oct	Nov	Dec	YTD	166.5139648033126	223.89887359198997	221.68876372532284	156.83241675854958	175.20970848173064	236.77370924302332	204.9906511686039	194.39678142725234	209.54105675146769	155.57175425610657	229.5491798057015	209.92050264550264	195.87650501971336	2012	Jan	Feb	Mar	Apr	May	Jun	Jul	Aug	Sep	Oct	Nov	Dec	YTD	199.24168346228029	189.55392494254616	173.8531395174584	221.14381388364092	231.00868006209416	234.57336361906573	261.2008088848944	217.48936581593193	213.79637409073447	222.51547372271673	243.45293757990106	250.38304417173921	219.85496615161753	2013	Jan	Feb	Mar	Apr	May	Jun	Jul	Aug	Sep	Oct	Nov	Dec	YTD	229.44236862630402	255.36926413184906	241.49762774717783	252.01387735901267	233.09150209070441	303.26067841506938	333.17147969669048	307.72765008700702	335.80383186787822	315.30178670598821	424.14308895117273	386.99719982619609	288.6479811659454	2014	Jan	Feb	Mar	Apr	May	Jun	Jul	Aug	Sep	Oct	Nov	Dec	YTD	300.63466444713845	336.82536548927544	262.65619193914131	275.84430683249099	319.14577365341938	375.58753888295655	218.88294284219833	243.39594928233672	302.64834941889114	293.31756216982347	275.87628515784229	288.26756458920045	288.92382860337796	2015	Jan	Feb	Mar	Apr	May	Jun	Jul	Aug	Sep	Oct	Nov	Dec	YTD	288.14478080992922	314.96578666982361	220.98748172514618	233.5952815482301	236.9027232796486	245.62704051505744	287.84733625532442	431.66370602577496	347.34516212710764	295.46977873082449	360.87191170227817	400.09828264758499	292.56017901619799	

Dollars/Ton









2012 - 2015 Monthly Electricity Consumption vs. Charge
Steel Foundry
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2015 Breakdown of ESCO Port Hope Electrical Bill
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Ontario Energy Coalition
Update




(Your letterhead)
June 3N, 2016

Mayor and Members of Council
Community Name
Address

Dear Mayor {insert Name) and Couneil,
Re: Ontario’s Global Adjustment & Uncompetitive Industrial Power Rates

I am writing to request that the { Community Name) Council pass a motion and write a letter to the
Honourable Kathleen Wynne, Premier of Ontario. expressing vour Council’s concern over the global
adjustment portion of the power rates and its inereasing negative impact on the ability of our manufacturers
to compete with similar manufacturers in North America. The retention of businesses in Northumberland
County i1z an important pricrity for our community. The motion should request that the Ontario government
decreasze the global adjustment, develop an industrial power rate and improve the province’s competitive
position in North America.

Industry is incurring enough challenges to remain competitive against our U.S A competitors (Nate if your
competition includes sister plants in the U.5.4.). Our most recent bill, reflects a SXXX global surcharge
on a hydro consumption of only $XXX almost double the cost of our actual usage. Year to date, we have
been billed $XXX and of that $XXX is the global surcharge — XX % of our actual hydro consumption.

There is no fonding allotted for this global adjustment within our budget and as a result we are eliminating
other priorities within our plant to offset this expense, making us less productive, less competitive and
eventually less relevant and no longer viable. This puts our faeility and XXX jobs we provide locally at
risk.

As yvou know, (Company Name) has been a part of the (Community Name) community for (XX) years. We
employ (AX) people, many of whom live here while we estimate another (XX) people work in businesses
that are either direct customers or suppliers to our firm. We export (XX %) of cur production to the United
States and must compete with companies that have much cheaper power rates. In addition to being a local
tax payer, our company supperts the following community activities: (list fund-raisers, ball teams, local
beautification efforts, sporis complexes, ete.)

We are not suggesting that you pose solutions to the electricity pricing problem that faces Ontario
manufacturers. However, you may wish to note that solutions should not negatively affect residential power
customers. [ have attached for your information a submission from the Coalition of Ontario Manufacturers
for Competitive Industrial Power Bates made to the Standing Committee on Finance and Economic Affairs.
It is interesting to note the comparisons of power rates contained in the submission.

Although [ am requesting your support from a local mannfacturers perspective, I am sure energy costs and
Global Adjustment charges are also impacting Municipal facilities and your operating budgets.

I thank you in advance for vour support of our request and for your continued suppeort of the local
manufacturing sector.

Yours sincerely,

Name and fitla

ZINMA

NORTHUMBERLAND MANUFACTURERS ASSOCIATION




Ontario Chamber of Commerce
Update

Karl Baldauf,
President, Policy & Government Relations




Eastern Ontario Wardens’ Caucus
Update

Maddison Ellis,
County of Hastings




IESO
Programs & Update




Closing Remarks

 Ontario became an industrial powerhouse in
part based on affordable and reliable energy

 For Ontario to remain competitive, we need
our electricity rates to stay competitive

NORTHUMBERLAND MANUFACTURERS ASSOCIATION




“When [ was young, | was scared of the dark.
MNow when | see my electricity bill | am scared of the lights.”

ZINMA

RLAND MANUFACTURERS ASSOCIATION



CALL TO ACTION

» Inform your MPP & municipal leaders of your Energy story
o Draft form letters are available from the NMA

» Use saveONenergy, demand response, 5CP & conserve
energy

» Support the Coalition of Ontario Manufacturers for
Competitive Industrial Power Rates

» Provide your information (anonymously) as an industry
energy case study




THANK YOU!

Together we can make a difference!

$

£

Northumberland Manufacturers’ Association
bradley.robertson@escocorp.com
judy.selvig@thenma.ca
charlene.smith@thenma.ca

NORTHUMBERLAND MANUFACTURERS ASSOCIATION
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