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Cost recovery update - Important
changes to the Ontario Rebate for
Electricity Consumers
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On November 1, 2019, important changes came into force affecting customers
who have qualified for the Ontario Rebate for Electricity Consumers (OREC).
Most importantly, new rules alter eligibility for the rebate and contain a
requirement to provide written notice to a customer’s local electricity
distribution company.
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OREC program

Under the OREC program, which was introduced on January 1, 2017, eligible
consumers of electricity costs were entitled to an 8% Provincial Rebate equal to
the provincial component of the Harmonized Sales Tax (HST) on bills of
residential, farm, small business and other eligible customers.! It was
estimated that 8% Provincial Rebate would provide Ontario families with an
average savings of $130 annually.

New Ontario Electricity Rebate

On July 9, 2019, The Ministry of Energy, Northern Development and Mines
proposed a new on-bill rebate, effective November 1, 2019. The new rebate is
renamed the Ontario Electricity Rebate (OER). The amount of the OER is equal
to 31.8% of the pre-tax invoice amount. It is intended to be financially similar
to the previous 8% Provincial Rebate and the benefit provided by the Global
Adjustment Modifier2. In reality, the 8% Provincial Rebate provided financial
assistance that far exceeded the intended consumer savings to offset the
application of the 8% provincial component of the HST, as it did not
contemplate the financial impact of the Global Adjustment Modifier to electricity
costs after the rebate was applied.

New eligibility requirements

New rules narrow rebate eligibility for consumers with multi-unit complexes
(e.g., hotels, motels, resorts, lodges, trailer parks, prisons, hospitals,
universities, and certain work camps). Under the new rules, a multi-unit
complex with demand above 50 kilowatts and annual consumption above
250,000 kilowatt hours, will only qualify for the OER if: a) it contains at least

! Prior to the implementation of the HST on July 1, 2010, the Ontario Retail Sales Tax did
not apply to the sale of electricity in Ontario.

2 The Global Adjustment (GA) is the component of the electricity bill that covers the cost
of building new electricity infrastructure, maintaining existing resources and providing
conservation and demand management programs. The Global Adjustment Modifier is the
amount that electricity distributors will apply to reduce the GA for eligible electricity
consumers.
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two qualifying units3; (b) at least 50% of the units within the complex are
qualifying units; and (c¢) the complex provides its distributor with the required
notice.

Transitional measures - written notice

Customers that were receiving the rebate on October 22, 2019 but do not
satisfy the new eligibility requirements will continue to receive the rebate until
October 31, 2020 if they provide written notice to the distributor by January

31, 2020. Failure to provide such notice will result in the termination of the OER
on January 31, 2020 and will cause the customer to miss the “grandfathering”
provision providing eligibility for the rebate in accordance with the old rules
until October 31, 2020.

As well, multi-unit complexes currently receiving the rebate and meeting the
new eligibility requirement will be required to provide written notice to their
electricity distributors by January 31, 2020, or they will risk losing their
entitlement to the rebate on that date.

For multi-unit complexes that were not receiving the rebate before November
1, 2019 but that do qualify under the revised eligibility rules, they must file a
notice in order to start receiving the rebate.

Consumers with demand of 50 kilowatts or less or annual consumption of
250,000 kilowatt hours or less, farms, and licensed long-term care homes
(other than where the electricity account is also in respect of a hospital) remain
eligible for the OER and are not required to provide written notice.

Electricity bills

The new rebate will be labelled on customer bills as the “Ontario Electricity
Rebate”. For bills issued on or before January 31, 2020, a rebate may be
identified as the “Provincial Rebate”. It is important to note that neither rebate
affects a customer’s ability to claim an input tax credit and/or public service
body rebate for the 8% provincial component of the HST.4

Next steps

Now is the time to review your entitlement to an electricity rebate in Ontario.
Deloitte’s Indirect Tax professionals can help you identify whether the above-
mentioned requirements may apply to your business and electricity expenses.
As well, we can assist in preparing written notice containing prescribed
information that can be submitted to electricity distributors.

3 A qualifying unit is defined as a unit that “(a) consists of a self-contained room or set of
rooms, (b) contains kitchen and bathroom facilities that are for the sole use of the unit,
and (c) is occupied and used as a residence”.

4In a GST/HST Ruling, the Canada Revenue Agency took the position that the Provincial
Rebate does not alter the value of the input tax credit that is otherwise claimable by a
registrant.
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Finally, there may still be opportunities to apply for the 8% Provincial Rebate
and/or the new OER under certain circumstances.

If you have any questions on any of the above, please reach out to your
Deloitte representative or any of the individuals noted on this newsletter.

Deloitte LLP

Bay Adelaide Centre, East Tower
8 Adelaide Street West, Suite 200
Toronto ON M5H 0A9

Canada

This publication is produced by Deloitte LLP as an information service to clients
and friends of the firm, and is not intended to substitute for competent
professional advice. No action should be initiated without consulting your
professional advisors. Your use of this document is at your own risk.

Deloitte provides audit & assurance, consulting, financial advisory, risk advisory,
tax and related services to public and private clients spanning multiple
industries. Deloitte serves four out of five Fortune Global 500® companies
through a globally connected network of member firms in more than 150
countries and territories bringing world-class capabilities, insights and service to
address clients” most complex business challenges. To learn more about how
Deloitte’s approximately 264,000 professionals—9,400 of whom are based in
Canada—make an impact that matters, please connect with us on LinkedIn,
Twitter or Facebook.

Deloitte LLP, an Ontario limited liability partnership, is the Canadian member
firm of Deloitte Touche Tohmatsu Limited. Deloitte refers to one or more of
Deloitte Touche Tohmatsu Limited, a UK private companies limited by
guarantee, and its network of member firms, each of which is a legally separate
and independent entity. Please see www.deloitte.com/about for a detailed
description of the legal structure of Deloitte Touche Tohmatsu Limited and its
member firms.

Please note that Deloitte is prepared to provide accessible formats and
communication supports upon request.

© Deloitte LLP and affiliated entities.

To no longer receive emails about this topic please send a return email to the
sender with the word “Unsubscribe” in the subject line.
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