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SMART GRID AND GRID MODERNIZATION

MINISTERIAL DIRECTIVE 2010
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“…move forward with a plan to implement the advanced 
information and exchange systems and equipment that 
together comprise the Smart Grid …” 
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REGULATORY BARRIER IDENTIFIED 2015

“Regulatory framework.  The current regulatory construct 
in Ontario, including the framework for assessing smart grid 
investments and the lack of strong incentives or penalties 
associated with performance or quality of service, can 
negatively impact some distributors’ and stakeholders’ 
perception of smart grid investments.” 

SMART GRID AND GRID MODERNIZATION



OEB STRATEGIC BLUPRINT 2017

“Regulators in other jurisdiction are considering new 
approaches to the remuneration of utilities, including 
ways of treating traditional capital investments versus 
non-capital expenditures, that might better encourage the 
adoption of innovative and least-cost solutions by 
utilities.” 
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ADDRESSING REGULATORY BARRIERS



UTILITY REMUNERATION 2019
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“Remunerating utilities in a manner that incents pursuit 
of the lowest cost solutions (while maintaining safety 
and reliability), including using market-sourced 
solutions.” 

ADDRESSING REGULATORY BARRIERS
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USE OF AFP BY ONTARIO GOVERNMENT

“The VFM assessment compares the total risk-adjusted 
cost borne by the public sector of delivery a project via 
AFP to a traditional design, bid, and build (DBB) 
process.  At its core, VFM compares the higher financing 
and transaction costs inherent in the AFP model to the 
benefits of transferring risks to the private sector 
combined with the innovation that comes from an 
integrated, performance based approach to the project.” 

VfM PROJECTS OVER $50M 2015



“The AFP model brings together private and public 
sector expertise in a unique structure that transfers, to the 
private sector partner, the risk of project cost increases 
and scheduling delays typically associated with 
traditional project delivery… asset classes including 
transit, transportation, hospitals, courthouses, post-
secondary institutions, detention centres, etc.” 
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USE OF AFP BY ONTARIO GOVERNMENT

VfM PROJECTS OVER $50M 2015



“While P3s are used in a variety of sectors of 
infrastructure development, energy and power projects 
particularly lend themselves to the P3 delivery 
model.”
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US MARKET - P3 USED FOR ENERGY PROJECTS

P3 DELIVERY MODEL FOR ENERGY

“The private sector is much better equipped to quickly 
react to and implement new technologies that may make 
the project more efficient, when governments may not be 
able to act as quickly or fund such implementation.”

“Recent P3 successes include a wind farm in … 
Michigan, Ohio State University overhaul of its heating, 
cooling, and power systems, and Duquesne University’s 
recent waste-to-energy deal.  Fresno State University and 
Puerto Rico Electric Power Authority have similar 
projects in the pipeline.”
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AFP FOR GRID MODERNIZATION TEMPLATE

DEPLOYMENT COMMUNITY SELECTED

GRID RELIABILITY

AGING INFRASTRUCTURE
PROVINCIAL MANDATES

RISING RATES

IE SURVEYED 
UTILITY CEO CONCERNS

NON-REGULATED REVENUE

COMMUNITY-SCALE MICROGRID
VVO/VVM - DA - AMI - CHP - COMMS



LONG TERM ENERGY PLAN  

2017

CLIMATE CHANGE ACTION PLAN  

2016

GROWTH PLAN FOR 
NORTHERN ONTARIO  

2011

SMART ENERGY STRATEGY  

2011

ENERGY INFRASTRUCTURE THAT IS:  
1. COST EFFECTIVE  
2. CLEAN (LOW CARBON)  
3. EFFICIENT  
4. RELIABLE  
5. RESILIENT
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PROVINCIAL MUNICIPAL

AFP FOR GRID MODERNIZATION TEMPLATE

ALIGN WITH ENERGY STRATEGY
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PRELIMINARY DESIGN - INCREASING RETURNS TO SCALE

AFP FOR GRID MODERNIZATION TEMPLATE
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PRELIMINARY DESIGN - EFFICIENCY EMPIRICAL SUPPORT

AFP FOR GRID MODERNIZATION TEMPLATE
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OPTIMIZED FOR BILL NEUTRALITY

AFP FOR GRID MODERNIZATION TEMPLATE



             

PV PROJECT BENEFITS 
(NO RISK TRANSFER)

PV BASE COSTS

VALUE FOR MONEY (VfM)

PV RETAINED RISKS

PV PROJECT COSTS

PV PROJECT BENEFITS 
(PERFORMANCE  
GUARANTEED)

PUBLIC ONLY 
DESIGN-BID-BUILD

PUBLIC PRIVATE 
DESIGN-BUILD-FINANCE

ACCELERATED BENEFIT GAIN
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BENEFIT - VALUE FOR MONEY

AFP FOR GRID MODERNIZATION TEMPLATE
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INDEPENDENT BUSINESS CASE REVIEW

AFP FOR GRID MODERNIZATION TEMPLATE



MUNICIPALITY

SPECIAL PURPOSE VEHICLE  
(COMMUNITY MICROGRID INC.) 
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‘DESIGN-BUILD-FINANCE’
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OPEN SOURCE REGULATORY FRAMEWORK

RECOMMENDATION

FINANCE - OPTIMIZATION FINANCIAL MODEL AND ASSESSMENT METRICS

TECHNOLOGY - TRADE METHODOLOGY FOR GRID MODERNIZATION PROJECTS

LEGAL - STANDARD FORM AFP - PROJECT AGREEMENT - EPC - O&M

INFRASTRUCTURE ENERGY CONTRIBUTE AFP TEMPLATE DATA

CONVENE AFP/GRID MODERNIZATION WORKING GROUP

CANADIAN COUNCIL ON PUBLIC PRIVATE PARTNERSHIPS MODEL
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Engineering Procurement and Construction Firms 
Private Equity and Pension Funds 
Regulatory Attorneys and Customer Advocates 
Industry Trade Groups
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