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Good morning, ladies and gentlemen.

It is always a pleasure for me to appear before a group
such as this — a group dedicated to building for the future.

There are many things in this country about which we, as
Canadians, can be justly proud. But few are as striking as our
technological achievements in the field of nuclear energy.

Canadian nuclear technology is unsurpassed, yet it is an
industry whose future is clouded in uncertainty. That is the
challenge which faces us all.

Ontario has and will continue to play its part in enhancing
the prospects for this vital Canadian industry.

That is my essential message to you today.

In saying this, it is important to put nuclear energy into
context with our overall energy policy. That policy is to
ensure that Ontario consumers have access to a full range of
energy forms which are competitively priced.

Over the years, that policy has resulted in a good mix of
energy being available to Ontario consumers, ranging from
natural gas, oil, and propane to electricity.

Electricity, and electricity produced from nuclear power,
is clearly an important component of Ontario's energy policy.
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In January, Premier Davis announced our industrial and
economic program managed by the Board of Industrial Leadership
and Development, or BILD. This five-year, $1.5-billion program
is aimed at enhanced trade, reduced inflation, job creation,
and improved productivity.

Our goal is
generation system

to build on strength — and our
is certainly one of our strengths.

electrical

It is ' in Ontario's interest and the interest of this
country as a whole to reduce our dependence upon petroleum —
to get off-oil. It is in our interest, wherever practical, to
substitute alternative fuels such as electricity and natural
gas for oil products.

And' it is good economics to generate the electricity we
need, from nuclear energy, which is less expensive than imported
coal and contributes to our overall energy security.

Needless to say, environmentally, nuclear energy is more
desirable than coal, and here I am referring to acid rain and
other forms of pollution.

But we in Ontario also look upon nuclear power as an
industry, which provides jobs, contributes to the health of our
economy and advances Ontario as an industrial centre.

And we realize that the nuclear industry is facing a number
of challenges, of which perhaps the greatest is the lack of
sustained market demand for CANDU nuclear reactors.

It is clear that as things stand now there does not appear
to be enough prospective reactor business to sustain a healthy,
vibrant nuclear manufacturing and service industry.

Canada's nuclear industry is at a crossroads because of
insufficient markets for reactors.

Should this condition persist it could mean the loss to
Canada of highly trained technologists, the erosion of high
technology manufacturing jobs and the potential loss of a
domestic capability to supply reactors to Canadian utilities,
including Ontario Hydro.

There appears to be no early prospects of sales of reactors
to utilities in other provinces. Market prospects abroad are
equally uncertain.

While Ontario's nuclear power program is and has been very
successful, the Ontario electrical market is not, by itself,
big enough to sustain the CANDU industry at its present scale.
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A number of suggestions have been made with the objective
of injecting new life into the industry. They range from
structural changes such as privatizing the industry, to
overhauling AECL's marketing strategy, to relaxing Canada's
policy on nuclear safeguards, to increasing Canadian exports of
electricity to the United States.

I do not intend to go into the pros and cons of each of
these and other proposals. If press reports are accurate, the
federal government intends to release a report shortly which
may shed some light on its thinking in this area.

From Ontario's point of view, however, it is important that
this industry not only survive but that it prosper. Equally,
we are of the view that no one factor by itself will change the
market prospects for CANDU reactors.

If I may, though, I would like to explore with you one of
those factors — electrical exports.

The Government of Ontario supports the principle of
exporting surplus power when a profit can be made. Profits
from export sales have allowed Ontario Hydro to lower rates to
Ontario consumers by an average of five to seven percent
annually since 1973.

We in Ontario have been exporting electricity for about 60
years; the institutional mechanisms are in place, and the
system has the capability. Our exports to the United states
increased significantly after 1973, mainly to replace oil-based
electricity with electricity generated from coal which we
import.

And this is important to remember. Hydro's sales of
electricity today are from fossil-fuelled plants, not from
nuclesir plants. The increase in nuclear .capacity serves the
domestic demand and frees up the more expensive coal-fired
capacity for export purposes.

Ontario Hydro has not, in the past, built generating plants
specifically for the export market. Indeed, it does not have
the legislative authority to build such plants.

Also, traditionally, opportunities for firm sales have been
rare. Hydro has usually, exported only its short term surplus.
This situation is changing but the prospects for future large
scale electricity sales to the United States are anything but
clear.

They will depend on a whole host of political,
environmental, institutional, emotional, technological, tax and
other economic variables.



Before Ontario Hydro can enter into an export contract for
the sale of firm or interruptible power, it must first obtain
the consent of the Ontario Government, as well as an export
licence from the National Energy Board.

While each export contract is judged by the Government on
its merits, the general policy within which Ontario Hydro is
now operating is that it should actively seek export markets
for surplus electricity either on a firm or interruptible basis.

Currently, Ontario Hydro has suoplus capacity of 20 per
cent — some 3 - 4,000 MW — made up of relatively higher cost
coal and oil generating facilities.

The extent of interest by United States utilities in
Canadian electricity is a function, among other things, of
their own load growth needs, regulatory constraints, federal
and state policies with respect to environmental safeguards,
and the relative cost and reliability of producing electricity
in the United States as opposed to purchasing it from Ontario
or, for that matter, from Quebec.

Présent Ontario Hydro forecasts suggest that there will be
little change in the amount of coal-based electricity it sells
to the United States over the next 10 years — about 10-billion
kilowatt hours per year.

Beyond that the outlook could be affected by changes in
U.S. energy and environmental policy which would encourage the
rapid construction of coal-fired generating stations and the
relaxation of controls on acid gas emissions.

The prospects of this scenario unfolding are real and for
Ontario, from an environmental and acid rain point of view, of
increasing concern.

Under such a scenario, opportunities for the sale of
electricity to the United States from Ontario would likely be
limited to short term export sales, which would be a bridge
until such time as additional U.S. coal-fired electricity
plants come on stream.

Continued exports of acid rain from the United States could
well become an issue of major significance between the two
countries. If they continue, Canadians can be expected to
become increasingly unwilling to accept an American public
policy which externalizes the social and environmental costs of
acid gas emissions and exports them — albeit unintentionally
— to Canada.

Despite strong representations to achieve an agreement
between Canada and the United States to limit transboundary
acid gas emissions, prospects do not look good for strong U.S.
policy action in this area.
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Periodically, over the last 10 years, various people have
proposed that nuclear plants be built in Canada to serve the
United States market. There are some significant advantages
from such a proposal, as well as some significant obstacles.

The advantages are obvious. They include using proven
Canadian nuclear technology, in the form of the CANDU reactor,
Canadian uranium and skilled manpower and turning it into a
valuable manufactured commodity — electricity.

The obstacles are equally obvious, but not necessarily
insurmountable.

They include concern over nuclear waste disposal and other
environmental issues,- as well as significant institutional,
legal, contractual problems, and the need to assemble the
required managerial and technical talent.

One obvious need, if such a plant were built in Ontario,
would be to establish a new organization or financing structure
separate from Ontario Hydro but perhaps capable of drawing on
its administrative and technical skills.

The fact is Canadian nuclear technology has proven to be so
successful that a CANDU nuclear plant can produce electricity
cheaper (even when all of the capital and operating costs have
been included) than the cost of fuel alone for Hydro's most
modern coal-fired generating station.

This makes nuclear power exports a very attractive
proposition and potentially a very lucrative foreign exchange
earner for Canada.

Whether public opinion would favour nuclear plants
dedicated to the export of electricity is uncertain.

What is perhaps somewhat more clear 'is the fact that, after
the many public enquiries into nuclear power in Canada over the
past few years, there is a better understanding about its pros
and cons, and the alternatives, among the public than ever
before.

In any event, it is important to remember, even if the
financial, organizational, regulatory and political hurdles
could be overcome, experience suggests it would be 12 to 14
years from the date the decision is taken before electricity
would flow to the United States from a dedicated nuclear plant.

At a time when we are faced with the prospect of the United
States building coal-fired plants to produce, electricity under
relaxed environmental rules, Canada might well be thinking
seriously about exporting nuclear power to the United States
and capitalizing on a national asset.

Too often it is easy to forget just how much a national
asset our CANDU technology is.
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It is an asset in both human and energy terms. An asset of
skilled men and women who have dedicated their lives to
perfecting the most efficient nuclear reactor in the world.

As well, it is an asset which can be the basis of new
energy developments.

I'm thinking particularly of nuclear steam, hydrogen and
fusion.

The Bruce Energy Centre is the focal point of our efforts
to utilize the enormous potential of our nuclear reactors to
produce steam and heat energy for industry and agriculture.

Similarly, our nuclear reactors provide us with the entree
into the hydrogen era. Because hydrogen can both extend our
fossil fuels and substitute for them in a multitude of
transportation and industrial applications, it is a major
energy alternative for this province and this country.

It is with this in mind that Ontario is determined to press
forward in the field of hydrogen energy, building on our
nuclear base.

As for fusion, we believe Canada is in a unique position to
make an important contribution in the area of fusion materials
and engineering, particularly in respect of fusion fuels
through the expertise which exists in our universities, and
through Ontario Hydro's recent commitment for a tritium removal
facility at Pickering.

By cooperating in international fusion research, we will
not only be encouraging our universities and industries to
develop techniques to enhance our own energy security, but also
to remain in the vanguard of technology which is eminently
marketable internationally.

Ladies and gentlemen, our nuclear technology presents us
with new and exciting energy opportunities.

To exploit those opportunities we must as a nation be
realistic in our goals, we must be sensitive to needs of the
public for understandable and timely information, we must
engender greater cooperation between the public and private
sectors and, above all, we must be bold in our vision.

Thank you.
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