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Energy Management Plan 

Regulatory Compliance 

London Health Sciences Centre has a long history of energy management, dating back to the 1970’s. In that time, there have been 

many advancements made toward building intelligence and how it relates to energy management. Equipment and technology has 

advanced in such a way that buildings can be programmed to optimize their performance for heating, cooling, and lighting and 

automation has replaced manual tasks. Much has also changed within the energy markets and the prices of natural gas, steam, and 

electricity have risen and fallen over time. New regulations have been introduced with energy conservation and greenhouse gas 

emission reduction in mind and there is now more than ever a cost associated with a lack energy efficiency within an organization.  

As a hospital there is a financial responsibility toward public tax dollars and an environmental responsibility to minimize our 

negative impact toward some of the very illnesses we treat. Proper energy management can save significant amounts of money 

while at the same time, help to reduce its contribution to air pollution, acid rain, carbon emissions etc. Being energy efficient falls 

under the “first do no harm” motto of the health care sector and LHSC has made great effort to do its part.  

The energy management plan at LHSC has been broken down into four major categories; supply side management, demand side 

management, monitoring and tracking, and regulatory obligations. This forces the hospital to look at  energy streams from the 

point of purchase to the point of exit and how its being used in between.  LHSC has the ability to generate its own electricity at the 

Victoria Hospital power plant as well as supply steam and electricity to others, like Parkwood Institute.  

Deciding how to invest in energy management is  one the biggest and most important challenges one faces considering the many 

different possibilities and opinions that present themselves. Much of the easy work and short payback periods have already been 

exhausted at LHSC and so Facilities Management is always looking for the next opportunity and weighing the options carefully.  

Each project is considered for how it impacts the whole and fits together with existing strategies, equipment, and systems.  

The following contains a more detailed review of the energy management plan by category until such time that the entire plan is 

constructed in web format on the Facilities Management website. In particular, this section focuses on regulatory compliance. 
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Regulatory Compliance at LHSC 

Energy consumption and greenhouse gas emissions are items of importance to both the provincial and federal government. 

Particular legislation and regulations have been developed to address these items and LHSC ensures that it meets any 

requirements outlined in them . Below is a summary of each of the regulations that LHSC is currently in compliance with. 

Energy Management Plan > Regulatory Compliance >Regulation 397/11 

The Green Energy Act—regulation 397/11 

The Green Energy Act was created to expand renewable energy generation, encourage energy conservation, and promote the 

creation of clean energy jobs. Regulation 397/11 pertains to the Energy Conservation and Demand Management Plan portion of 

this act. This regulation requires LHSC to: 

1. Prepare, publish, make available to the public and implement an energy conservation and demand management plan or joint 

plans that detail information about its energy consumption, outlines goals and objectives for reducing energy consumption, 

lists cost and savings estimates for proposed measures, and confirms that the plan has been approved by senior management. 

This plan must be made available before July 1st 2014 and posted to the LHSC intranet/internet website. LHSC shall publish a 

revised plan on or before July 1, 2019 and every subsequent 5 years following. 

2. Provide a summary of its annual energy use and greenhouse gas emissions for the year relative to the buildings or facilities as 

they are  defined by the regulation. This summary must be submitted by July 1st each year to the Ministry of Energy and made 

available to the public on the intranet/internet website. 

LHSC is currently in the process of updating the energy conservation 

and demand management plan voluntarily prior to the July 1, 2019 

deadline so that the plan better reflects the projects and direction 

currently being pursued. The outline of the plan can be reviewed in 

the opening page of this document. The new energy management 

plan will replace the old one that is currently posted on the LHSC 

internet as required, in the Ecological Stewardship section.  

The energy use and greenhouse gas emission template submitted 

each year is shown below. The data is two years behind the year of 

submission, therefore the latest data pertains to 2013. LHSC’s 

facilities are recorded as Victoria Hospital, University Hospital, 

Victoria Family Medical Centre, Byron Family Medical Centre, and 

Kidney Care Centre. 

Note that because Victoria Hospital uses natural gas to generate its own electricity the greenhouse gas emissions are higher than 

normal. Victoria hospital’s greenhouse gas emissions exceed a 25,000 tonne threshold that places LHSC into another compliance 

obligation with respect to regulation 452/09 under the Environmental Protection Act described on the next page. 
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The Environmental Protection Act—regulation 452/09 

Regulation 452/09 pertains to greenhouse gas emission reporting. It was brought into place largely because of the expectation that 

Canada would eventually become part of a carbon tax or cap and trade system. Anyone in Ontario emitting over 25,000 tonnes of 

greenhouse gas is required to report their greenhouse gas emissions to the Ministry of Environment and anyone over the 50,000 

tonnes threshold must also report at the federal level to Environment Canada. So far, LHSC has emitted around 45,000 tonnes per 

year and has been reporting to the Ministry of Environment for the last several years now.  

Energy Management Plan > Regulatory Compliance > Regulation 452/09 

Greenhouse gases must be reported according to the reporting guidelines provided from the Ministry. Victoria Hospital must 

separate their emissions into “Electricity Generation” and “Stationary Combustion” categories and complete calculations for 

greenhouse gas emissions (below). Once the calculations have been made and submitted, LHSC must have the reporting reviewed 

by a qualified third party. This entails a desktop review of the calculations and natural gas bills along with a site visit every three 

years. LHSC has used Stantec for this purpose for last few years however it is mandatory that the company cannot provide the 

service to the same organization past seven years so LHSC will be required to find a new third party verifier in the near future. The 

cost of this process is about $8,000/year. Years that include site visits may cost more. 

Once the review is complete, he third party verifier provides a singed 

report to the organization outlining any discrepancies in the 

methodology, calculations, or reporting and includes a statement as 

to whether the reported volumes fall within a 5% error allowance of 

their findings. Anything under 5% is considered immaterial and the 

Ministry will accept the reporting as complete. The signed 

verification statement is uploaded to the Ministry website with the 

original report. The deadline for the original report is June 1st each 

year. This is the same reporting mechanism that will be used to 

comply with the upcoming Cap and Trade program in Ontario, 

starting January 2017. 
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Energy Management Plan > Regulatory Compliance > Cap and Trade 

Low-carbon Economy Act, 2016—Bill 172, Climate Change Mitigation 

On November 16, 2015 the Ministry of Environment and Climate Change posted a policy paper to the Environmental Registry for a 

30 day comment period for the design options of Ontario’s cap and trade program. LHSC submitted a letter to the MOECC after 

careful review of the proposed design and included its concerns and recommendations. On February 25, 2016 the MOECC 

submitted a draft cap and trade regulation with revised guidelines for greenhouse gas reporting and opened a 45 day comment 

period. Under the proposed regulation the following impact to LHSC is derived as of March 2016: 

1. Victoria Hospital, under the Ontario regulation 452/09, has emissions over the 25,000 threshold and therefore a direct 

compliance obligation to acquire the appropriate carbon allowances in the cap and trade market. These allowances can be 

purchased and sold by bidding in an auction based market four times per year. One allowance equals one tonne of carbon 

emissions. The final true-up of carbon allowances is completed by November 1st following the end of each compliance period. The 

first compliance period is 2017-2020.  There are penalties for shortfalls. 

2. Victoria Hospital qualifies for free allowances under the reasoning that it is providing a public service and therefore would have 

difficulty complying with the regulation and reducing greenhouse gas emissions. The hospital falls under the Direct Allocation 

method for free allowances, shown in Table 4 of the Appendix in the regulation. Therefore, the free allowances awarded to LHSC 

for the first compliance period are calculated with the following formula: 

The baseline being used for LHSC is a historical baseline for the year t-2, meaning that the 2015 emissions for Victoria Hospital will 

be used as a baseline to calculate the free allowances. Because the assistance factor and cap adjustment factor will remain at 1 for 

the duration of the compliance period, LHSC will receive the full 2015 year of emission allowances for free. Any additional 

emissions must be accounted for via purchasing allowances in the auctions and any extra allowances can be held for future years 

or sold back to the market. This assistance greatly reduces the expected cost to LHSC prior to the February release.  

3. It is expected that because LHSC has a direct compliance obligation for its emissions that these emissions will be subtracted from 

the distributor’s obligation (in this case Union Gas). Therefore, there should be no pass-through charges applied to Victoria 

Hospital’s gas consumption. With the free allowances considered, LHSC has a cost avoidance that will not be available to hospitals 

that are not capped (do not have a direct compliance obligation) and will received this cost increase on their gas bills.  

4. Since the hospital falls under the direct allocation method for free allowances, any consideration toward the thermal portion of 

cogeneration emissions will be moved. The thermal portion of cogeneration is considered for Energy Intensive Trade Exposed 

(EITE) organizations for gas used behind the meter. This may come into play during the second compliance period depending on if 

and how free allowances are issued. 

5. LHSC will need to acquire some administrative assistance or an account agent to manage the holding and compliance accounts, 

participate in the auctions, and act on behalf of LHSC’s interests in performing any actions required under the Act. LHSC can have a 

primary account representative and up to four alternate account representatives. The representatives must be recognized by the 

Ministry director according to the specifications outlined in the regulation. 

6. Financial assurance must be given by LHSC under the regulation for the purpose of bidding in the auctions. Bids must be 

provided in the form of a transfer, irrevocable letter of credit or letter of guarantee by a bank with the meaning of the Canadian 

Bank Act or financial cooperative authorized by a statute of Ontario or Canada to conduct business in Ontario or Canada. All 

accepted bids must be paid within seven days after receiving notice. 
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Energy Management Plan > Regulatory Compliance > Demand Response Program 

What is the demand response program? 

The IESO created a program to reduce the overall amount of power generation that needs to be operated on the power system 

during peak times in Ontario.  The program asks committed participants to be on call to curtail their electricity demand when called 

upon during peak hours.  2016 is the pilot year for the demand response auction program.  LHSC has been considering participating 

in the demand response program if assured that there is little risk to the organization. Having recently become a Class A global 

adjustment customer, the strategies at Victoria Hospital have changed in a manner that may serve the new Demand Response 

Auction well.  Currently Victoria Hospital could participate during the winter term with extra generation capacity now available.  As 

winter electricity prices drop, generation is backed off, making it available for a program like the demand response. As for the 

summer months, the current peak reduction exercises have afforded experience with curtailing the electricity demand and 

reductions of around 2 MW have been obtained by the temporary shutdown process.  With more absorption chilling for the future, 

the curtailment may be possible with less impact to the building temperature and risk to patient care.  

Demand response auction 

The graphic below shows requirements for participation before and after the demand response auction as well as the auction 

timeline, which occurs yearly. The auction is held in December and sets the price for the summer and winter commitment periods. 

The market participants can choose to participate in either one or both commitment periods. 

Participation directly VS through an aggregator 

Demand response participants with the capacity to reduce demand by 1 MW or greater have the option to be a direct participant 

in demand response with the IESO, as opposed to operating through an aggregator.  Direct participants to the IESO receive access 

to a private reporting site in order to manage and monitor their demand response operation. The benefit to being a direct market 

participant is that a third party is not taking a cut however the risk involved is that LHSC is required to keep track of all  the rules 

and regulations, as well as monitoring the variables which inform the decision around when it is beneficial to participate. The 

aggregator on average would take 15-20% of LHSC’s revenue. 

Commitment periods 

The commitment period is the length of time for which a successful demand response auction participant is required to make their 

remand response capacity obligation available for dispatch through the energy market during the availability window. Some types 

of demand response resources will have different performance profiles over different seasons – This applies considering LHSC’s 

new operating strategy as a Class A global adjustment customer.  Utilizing seasonal commitment periods fosters increased 

participation and provides greater flexibility for demand response resources to offer into the auction in a manner most consistent 

with the capability.  There are two season commitment periods for the demand response auction, defined as: 
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Energy Management Plan > Regulatory Compliance > Demand Response Program 

Penalties 

In order to ensure that organizations live up to their curtailing 

commitment, the IESO has put in place penalties based on when there 

is a high chance for the demand response to be called upon. If the 

commitment is not upheld in a particular day then the organization is 

charged a penalty day times the factor presented for a given month. 

For example, missing a day in August will cost the organization two 

days worth of payment. 

Cost reimbursement for load reduction 

Fuel costs and other curtailing costs are not covered and must be incurred by the participants. The most recent auction set the 

following clearing prices: 

Summer commitment period is $378.21/MW-day 
Winter commitment period is $359.87/MW-day 

A MW-day is essentially any day where a demand response event may occur; typically business days.  Therefore each commitment 

period has approximately 125 days. If LHSC were to sign up 1 MW towards the demand response program, making the 

commitment to curtail its load by 1 MW should it be required, would have the following value: 

Summer commitment period = $378.21 x 125 days = $47,276.25 

Winter commitment period = $359.87 x 125 days = $44,983.75 

Total (If signed up for both periods) = $92,260 /yr 

This value would be multiplied by every megawatt of demand response that LHSC can offer. The option remains to bid into the 

auction for either the summer or winter period or both. LHSC would need to carefully weigh the expected ability to meet these 

calls, especially in the summer when LHSC must commit their demand reduction to the Class A program. Demand reduction cannot 

count toward both programs. More information is currently being sources for the penalties of non-compliance and criteria around 

disqualification however if the information comes back favourable, LHSC can consider bidding into the auction for December 2016. 

Below is a graphical representation of the demand response capability at Victoria hospital as determined by the peak reduction 

exercises in the summer of 2015. 

Month Factor 

January – February 2.0 

March 1.5 

April – May 1.0 

June 1.5 

July - August 2.0 

September 1.5 

October – November 1.0 

December 1.5 
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Energy Management Plan > Regulatory Compliance > Emergency Power 

Emergency generation 

LHSC must ensure that it has adequate emergency power so that critical services at the hospital can be maintained in the event of 

a blackout period. Money will be allocated as it becomes available to this end and the emergency power structure is being 

prioritized to receive this money over the next several years. Recently, automatic transfer switches were upgraded in the high 

voltage room to allow for smooth switching to emergency power at Victoria Hospital. The Caterpillar emergency generators in the 

P6 parking lot at Victoria Hospital are slated to receive PLC upgrades, bringing them back up to code.  

Making use of emergency generation 

Normally emergency power represents a cost to the hospital that is only capitalized on in the event of an emergency. However,  

with the proper planning, there may be opportunities to make use of this emergency power to the hospital’s economic advantage. 

It would be beneficial to have depreciating, standby equipment produce a payback over its life cycle instead of sitting there idle.  

With the proper switching for instance, generators could be brought online during peak days in the summer to contribute to the 

Class A reduction strategy. Every megawatt of electricity brought off the grid successfully for all five peak days is worth over four 

hundred thousand dollars per year.  

In relation to the demand response program, should LHSC acquire the proper CofA with the ministry, the generators could become 

part of LHSC’s commitment to curtailing demand throughout the year. Each megawatt of electricity curtailment in this case is 

worth over ninety thousand dollars per year. The University Hospital generators with an approval for 4.5 megawatts of peak 

reduction could potentially generate over four hundred thousand dollars per year of revenue. The requirements for these 

generators to be approved have ben laid out by RWDI consulting firm and simply needs to be signed and sent to the MOECC.  

Class A peak reduction 

Demand response program 

Victoria Hospital emergency generators 

It would have to be decided how much investment toward this end would be 

made at Victoria Hospital and with what level of confidence in the demand 

response program. Left is a short list of available power from emergency 

generators and the areas they service. A cost of running the generators for four 

hour periods multiplied by the number of response call days must be estimated 

and weighed in as well.  

One last consideration for emergency generators is that currently, any emergency generator over 10 megawatts must be included 

in the regulation 452/09 greenhouse gas emission reporting and the fuel emissions would contribute to the allowances required 

to be purchased in auction by the hospital. Although it is unlikely that LHSC would have generators this large, if the regulation 

changes to include smaller generators then the additional cost of fuel emission must be included in the business case. 
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The following schedule has been produced to show the dates associated with maintaining compliance for the regulations outlined 

in this report. Note that emergency power project timeline will need to be added once known. 

Energy Management Plan > Regulatory Compliance > Project Schedule 


