
                                                                                   

   
 

 TO: CHAIR AND MEMBERS 
STRATEGIC PRIORITIES AND POLICY COMMITTEE 

MEETING OF FEBRUARY 13, 2017 

 FROM: MARTIN HAYWARD 
MANAGING DIRECTOR, CORPORATE SERVICES & CITY 

TREASURER, CHIEF FINANCIAL OFFICER 

SUBJECT: ASSET REVIEW: 
LONDON HYDRO INC. – DISCUSSION PAPER 

 

 RECOMMENDATION 
 
That on the recommendation of the Managing Director, Corporate Services and City Treasurer, 
Chief Financial Officer the following actions regarding the review of London Hydro Inc. be taken: 
 

1) the discussion paper regarding London Hydro and potential alternatives provided in 
Appendix ‘A’ BE RECEIVED for information; 
 

2) in order to fulfil previous direction from Municipal Council on December 6, 2016, Civic 
Administration BE AUTHORIZED to engage a consultant with industry-specific knowledge 
to assist with a strategic review of London Hydro, addressing financial, economic and legal 
implications related to possible mergers, acquisitions, amalgamations, partnerships and 
dispositions. 

 

 PREVIOUS REPORTS PERTINENT TO THIS MATTER 
 

December 13, 2016:  “Review of Corporate Assets:  Initial Scoping Report,” Strategic 
Priorities and Policy Committee 
 
December 5, 2016:  Delegation by London Hydro regarding a possible merger 
opportunity, Strategic Priorities and Policy Committee 
 
July 28, 2014:  “London Hydro Promissory Note to the City of London,” Strategic 
Priorities and Policy Committee 
 
October 21, 2013:  “Proposed Public Education, Dialogue, and Consultation Plan for 
Future of London Hydro Inc.,” Strategic Priorities and Policy Committee 
 
June 10, 2013:  Presentation by Navigant Consulting titled “London Hydro Strategic 
Refresh,” Strategic Priorities and Policy Committee 

 

 PURPOSE OF REPORT 
 
On December 6, 2016, Municipal Council resolved the following: 
 

That the Civic Administration BE DIRECTED to report back at a future meeting of the 
Strategic Priorities and Policy Committee, with respect to potential financial, economic and 
legal implications that may result from London Hydro investigating possible mergers, 
acquisitions, amalgamations and dispositions, which may include taking on strategic 
partners. 
 

In addition, Council has given direction for the scoped review of municipally-owned assets, 
including corporations wholly owned by the City of London, such as London Hydro. 
 
This report provides a preliminary response to those directions and requests authorization to 
engage external advice for a strategic review of London Hydro. 
 
 



                                                                                   

   
 

 BACKGROUND 
 
For more than a decade, successive municipal councils have considered the future of London 
Hydro Inc., taking a variety of positions regarding one of the community’s most significant assets.  
Although the utility provides consistent returns to the City as the sole shareholder, there has been 
a growing desire to assess whether or not additional opportunities should be pursued. 
 
A delegation was made by London Hydro at the December 5, 2016 Strategic Priorities and Policy 
Committee concerning a potential merger opportunity and the need to explore options due to the 
evolution of the local electricity distribution sector.  The conversation prompted Council to request 
further information from Staff about London Hydro and potential alternatives   
 
Since that meeting, London Hydro has informed the Civic Administration that the merger 
opportunity has not materialized.  As a result, there will not be a pressing need for Council to 
make a determination on London Hydro’s future based on an emergent issue.  The ongoing asset 
review process provides an appropriate vehicle for an assessment of London Hydro and potential 
alternatives available to Council. 
 
To assist with conversations about the future of London Hydro, Staff engaged Dr. Philip Walsh to 
prepare a discussion paper about the Ontario local electricity distribution sector, London Hydro’s 
financial performance, and potential alternatives for the future of the utility (Appendix ‘A’).  Dr. 
Walsh is an associate professor at Ryerson University’s Ted Rogers School of Management and 
has published extensively on the Ontario electricity generation and distribution sectors.  The 
discussion paper was principally authored by Dr. Walsh, with input and information from London 
Hydro and City staff. 
 
The discussion paper has been structured in a “Questions and Answers” format to provide 
information that is anticipated to be of help at the start of the review process.  The questions are 
as follows: 
 

• “How did the Ontario electricity sector evolve to date and what future evolution is likely?” 
• “Who controls what aspects of the Local Distribution Company?” 
• “How has London Hydro performed?” 
• “What are the City’s options for London Hydro?” 
• “What are some Municipally-owned LDCs from other jurisdictions doing?” 

 
Additionally, the paper presents high-level benefits and challenges associated with the 
alternatives.  These are presented without bias and are based on industry-accepted perspectives.  
No recommendations are suggested by the discussion paper. 
 

 DISCUSSION 
 
Staff do not believe that in-house expertise exists to assist Council with a detailed evaluation the 
issues and alternatives identified in the Council resolution and presented in the discussion paper.  
Such analysis would include strategic, legal, social and environmental considerations, as well as 
a financial assessment of valuation and potential returns through a merger, acquisition or sale.  
Importantly, the analysis will also flesh out the “Status Quo” alternative, which may be the ultimate 
recommended course of action.   
 
The MaRS Advanced Energy Centre has produced an aid1 to assist with envisioning the types of 
issues that Council will need to have addressed.  A sample of strategic questions include: 
 

• Will companies like (London Hydro) still exist in the future? 
• Whose interest(s) are you including in your business case? 
• What does the consumer expect of its utilities? 
• How do we maximize existing assets? 
• What is required from the regulatory body for utilities to get to where they want to go? 
• How do utilities mitigate the risks of legal frameworks lagging behind sector evolution? 
• How proactive should utilities be to anticipate the regulatory changes that impact their 

business? 
• What partnerships need to be made with other companies, outside of the utility sector? 

                                                 
1 Newtonian Shift Workshop materials, provided by MaRS to the London Hydro Board of Directors (Dec. 2016). 



                                                                                   

   
 
It is therefore recommended that Administration be authorized to engage a consultant(s) for the 
detailed review.  It should be noted that reviews of local distribution companies is a highly 
specialized field, with a small number of firms that have sufficient experience, knowledge and 
expertise.   
 
London Hydro is supportive of this approach and has provided additional topics for consideration 
by the consultant: 
 

• Current Ontario Local Distribution Company industry landscape, including merger, 
acquisition, amalgamation and divestiture activities; 

• Corporate evaluation of London Hydro; 
• Regulatory and legislative risks for London Hydro; 
• Cap and trade risks for London Hydro; 
• Future business risks for London Hydro (e.g., capital needs to enable the utility to serve 

as a Distribution System Operator); 
• Dividends risks; and, 
• Risk mitigation plans. 

 
It is estimated that the cost of a consulting engagement could be upwards of $30,000.  Figure 1 
below provides a suggested review timeline. 
 

Figure 1:  Proposed Review Timeline 
 

Action Timing Notes 

Engage consultant March 2017 
Administration will engage 
the consultant that provides 
the best value to the City. 

Committee discussion 
regarding vision, principles 
and priorities 

April 2017 SPPC 
The consultant will facilitate a 
discussion to help frame the 
review and expectations. 

Analysis of alternatives by 
consultant April 2017 – September 2017 

Analysis of alternatives will 
include information and 
support from City staff and 
London Hydro staff. 

Report to Committee 
regarding alternatives and 
recommendations 

October 2017 SPPC 

The report will provide 
recommendations and next 
steps for Committee and 
Council consideration. 

 
 
External Interest in London Hydro 
 
As a result of the efforts of a member of Council, Staff have received correspondence from several 
interested parties about the review process and to request an opportunity to express the value 
they could contribute to the City from a partnership or through the acquisition of London Hydro.  
These individuals have been informed that further direction is being sought from Council through 
this report and that no decision has been made about the future of the utility at this time.   
 
Should Council wish to explore all options associated with London Hydro, it is suggested that 
interested parties be provided an opportunity to articulate their perspectives on the Local 
Distribution Company sector and interests in London Hydro. 
  



                                                                                   

   
 

 CONCLUSION 
 
A discussion paper providing background information on London Hydro and potential alternatives 
is provided in Appendix ‘A’.  The paper serves as a foundation for future discussions about the 
utility. 
 
Staff are requesting authorization to engage a consultant to assist with a strategic review.  Over 
the coming months, the consultant will perform extensive analysis of the financial, legal, social 
and environmental considerations regarding alternative futures for London Hydro.  In conjunction 
with the consultant, Civic Administration will return with information and recommendations for 
Committee and Council consideration later this year.   
 
Acknowledgement:  This report was prepared with the assistance of Jon-Paul McGonigle, 
Manager, Information Technology.  It is noted that Dr. Philip Walsh prepared the discussion paper 
without compensation.  Administration would like to extend appreciation to Dr. Walsh for providing 
a well-researched discussion paper in a tight time period. 
 

PREPARED AND SUBMITTED BY: 
 

PAUL YEOMAN 
BUSINESS PLANNING PROCESS MANAGER 
FINANCE AND CORPORATE SERVICES 

REVIEWED AND RECOMMENDED BY: 
 

MARTIN HAYWARD 
MANAGING DIRECTOR, CORPORATE SERVICES AND CITY TREASURER, CHIEF 
FINANCIAL OFFICER 

 
cc. Art Zuidema, City Manager 
 Jennifer Smout, Solicitor II 
 
Appendix ‘A’:  Discussion Paper on the Role of London Hydro 
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