
 

Homeowners should expect to get burned over heating 

Rising oil and natural-gas prices combine with cold forecasts to drive soaring costs 
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TORONTO, CALGARY -- Home heating costs are soaring to record heights across the country, 

fuelling concerns that Canadians are headed to the most expensive furnace season in history. 

According to Calgary-based MJ Ervin & Associates Inc., the average price of furnace oil in this country 

jumped 6.5 cents last week to 92.8 cents a litre, the highest level on record. Combined with a twofold 

increase in the price of natural gas over the past year, the cost of heating the average Canadian home 

using either oil or gas is set for a staggering surge. 

On Sept. 15, the B.C. Utilities Commission approved a 13.3-per-cent increase in natural-gas 

commodity prices effective Oct. 1. This followed a 5.6-per-cent hike effective July 1. The estimated 

average cost to homeowners as a result of the latest increase is about $155 to $180 a year. 

In Quebec, the vast majority of residents use electricity to heat their homes because of cheap 

hydroelectric rates in the province. The provincial energy board has approved three hydro rate increases 

since January, 2004, and will review another request by Hydro-Québec to increase rates by 3 per cent 

in April, 2006. The projected average annual cost to heat a 1,700-square-foot home in Quebec using 

electric heating is $1,575. 

In Ontario, consumers will likely see huge heating bills around January, the next time natural-gas 

providers in the province are allowed to bring their rates in line with the market price for the 

commodity. Natural-gas prices have doubled in less than four months. And some commodity analysts 

say prices could be three times higher than in the spring if a prolonged cold snap hits North America. 

Edward de Gale describes the situation as "a natural disaster waiting to happen." 

The executive director of Share the Warmth -- a group that works with Ontarians who can't afford home 

heating costs -- estimates the average low-income family in Ontario has a cushion of about $200 to 

help get through emergencies. But the expected spike in heating costs this winter threatens to burn right 

through that safety net, putting many families in danger of being left out in the cold. 

It's not just low-income families that will feel the pinch from rising heating costs: Canadians across the 

country have already seen energy costs rise this year, and things are only expected to get worse. 

The price of energy was already soaring before hurricanes Katrina and Rita hit the U.S. Gulf Coast, 

shutting down refineries and exacerbating worries about the supply of oil and natural gas. Most natural-

gas providers in Canada had already set their prices for the last three months of the year before the 

hurricanes hit and market prices jumped, meaning providers will likely raise their prices significantly 

come January to make up the difference. 

But some Canadians, especially in Ontario, may also have to use more of that higher-priced energy to 



stay warm, since parts of Central Canada are forecasted to face a colder winter this year."For many 

Canadians," Mr. de Gale said, "this is going to be a particularly cruel winter." 

Heating bills may not start mounting immediately -- Environment Canada is predicting a balmy autumn 

for most of the country. But come December, central Canada, especially Ontario, is expected to face a 

winter colder than last year's, according to the department's long-term outlook. Even worse, 

Environment Canada's definition of a normal winter is largely derived from the more frigid seasons of 

decades past, meaning that the coming spring may be much colder than those in recent memory. 

"What we gain in the fall may be spent in the spring," said senior climatologist David Phillips. 

Like many Canadians, Chris Ferringo isn't sure yet what to do about the prospect of increasing heating 

costs. The Hamilton resident, who uses natural gas to heat his two-bedroom home, had to contend with 

heating bills of up to $300 a month last year. He still doesn't know what's in store this year. 

"We could end up plugging in an electric heater," Mr. Ferringo said. "By that point, electricity may be 

cheaper than gas." 

Even without a deep-freeze winter, natural gas will still cost substantially more than last heating 

season, predicted Phil Flynn, a senior analyst at Alaron Trading Corp. in Chicago. "It's going to be 

pricey this year, no matter what," he said. 

The cost of heating oil is also a third higher than this time last year. 

Last week, the Ontario Energy Board approved a rate increase for Enbridge Gas Distribution that 

would add about $123 a year to the average resident's bill, starting Oct. 1. Enbridge delivers natural gas 

to about 1.7-million customers in Ontario. The week before, the OEB approved a 5-per-cent price hike 

for Union Gas, which has just over one million customers in Southwestern Ontario. That increase 

translates to about $65 more a year for the average customer. 

But even those price increases were based on the market before hurricanes Katrina and Rita hit, and 

before natural-gas prices spiked in August. Both Enbridge and Union Gas pass their gas costs directly 

to consumers. In order to do this, both providers make up the difference between their previous 

estimates and the actual cost of purchasing gas when they adjust prices. This means consumers could 

be hit with an even higher price come January if the companies underestimated costs for the quarter 

starting Oct. 1. 

The vast majority of Ontarians, about two-thirds, rely on natural gas for heating. Almost 20 per cent use 

electricity, and the rest use oil or other methods. 

Unlike Alberta, Ontario doesn't have a natural-gas rebate program for home heating bills. In Alberta, 

the subsidy caps rates at a certain amount per gigajoule (about 25½ cubic metres in standard 

conditions). Albertans came close to getting a taste of what costs would be like without the rebates in 

October, since the rebates weren't supposed to kick in until November. However, the Alberta 

government announced yesterday the rebate period will include October. 

The cost to heat a typical home in the province this October without the rebate would have been nearly 

double what it cost the same time last year. 

The cost of comfort - The average price of furnace oil in this country jumped to its highest level on 

record last week. 
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