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NSPI Net Metering Service, Regulation 3.6

1.0 BACKGROUND

On November 1, 2010, Nova Scotia Power Inc. (NSPI) filed an application with the
Utility and Review Board (Board, UARB) pursuant to Section 3A of the Electricity Act
and Section 65 of the Public Utilities Act. The Application requested approval of certain

amendments to NSPI’s Regulation 3.6 — Net Metering Service.

Prior to this filing, NSPI1 embarked upon a process for engaging stakeholders around its
proposal for the enhanced net metering service. NSPI met with representatives from the
Nova Scotia Department of Energy (DOE) to review the draft revised Regulation 3.6, and
proceeded with a series of one-on-one discussions with several interested stakeholders to
review the legislation and NSPI’s intended proposal to meet the new statutory provisions.
On October 7, 2010, NSPI hosted a stakeholder consultation session to discuss the new
statutory provisions, NSPI’s proposed Regulation 3.6 and to receive feedback on the
same. All stakeholders from NSPI’s pre-filing consultation were provided with a copy of
NSPI’s November 1, 2010 Application. A copy was also provided to all of NSPI’s
existing net metering customers. NSPI also advertised this proceeding in three editions
of the Chronicle Herald and the Cape Breton Post, as directed by the UARB in its letter
of November 3, 2010.

Information Requests (IRs) were received from Board Counsel consultant, Mel Whalen
of Multeese Consulting Inc., and from one intervenor, the Halifax Regional Water
Commission (HRWC). NSPI’s responses to IRs were filed on January 26, 2011.

The UARB ordered that written submissions from interested parties be filed by February
9, 2011. Submissions were filed by Mr. Whalen and HRWC. No other intervenors have

filed submissions.
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NSPI Net Metering Service, Regulation 3.6

2.0

REPLY BY NSPI

. Whalen’s submission supports NSPI’s proposed Regulation 3.6 and
recommends its approval in its entirety, with one suggested improvement; that the
lower limit for Class 2 be set at 101 kW (from the proposed 100 kW) to avoid any
confusion as to where the break point is between Class 1 (up to and including 100
kW) and Class 2 (101 kW to 1 MW). NSPI agrees with Mr. Whalen’s
recommendation which is consistent with what NSPI had intended to propose in

dividing these two classes.

HRWC’s written submission requests the following:

That Regulation 3.6 be expanded to permit aggregated net
metering by customers for multiple meters under multiple accounts

within multiple distribution zones;

That the 20 MW capacity limit be removed;

That the assignment of emissions credits to NSPI only be done if

NSPI files evidence that it requires such emissions credits or

allowances to comply with its legislative requirements.

NSPI provides this Reply Submission in response to the issues raised by HRWC.

In particular, NSP1 makes the following points in reply:

The proposed Regulation 3.6 provides the broadest interpretation
of ‘distribution zone’ within the wording and intent of the
Amended Electricity Act;

The 20 MW distribution capacity limit is appropriate;

DATE FILED: February 23, 2011 Page 4 of 14
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NSPI Net Metering Service, Regulation 3.6

3. NSPI’s treatment of potential GHG credits is consistent with the
Amended Electricity Act and the UARB’s previous decision on this

issue.

The proposed Regulation 3.6 provides the broadest interpretation of
‘distribution zone’ within the wording and intent of the Amended
Electricity Act.

HWRC submits that the amendments to the Electricity Act, “do not
prohibit the Net Metering Regulation from allowing customers to have
multiple meters under multiple accounts within multiple defined

distributions zones.™

HRWC further states,

The model of aggregated net metering presently under
discussion requires only the financial netting of a
customer’s electricity consumption in one location against
the customer’s injection of electricity in another location.
[...] It does not require that a customer actually transmit
electricity from the location where it is a net producer of
energy to the location where it is a net customer.

Instead, the customer’s net generating facility effectively
operates as distributed generation on the NSPI system,
serving the load on the local distribution system.?

NSPI respectfully submits that HRWC has misstated the effect and
intention of the Amended Electricity Act in this regard. It is clear from the
wording of the Act that a customer with multiple accounts within a
singular distribution zone, can offset its own consumption through net

metering.  Customer accounts that do not reside within the same

L HRWC written submission, February 9, 2011, page 2.
2 HRWC written submission, February 9, 2011, page 3.
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NSPI Net Metering Service, Regulation 3.6

distribution zone as the net metered generator, are not offset and do not
qualify for net metering. Section 3A (1) of the Act reads:

3A (1) A public utility may develop and maintain a
program that will permit any customer to generate
electricity for the customer's own use and to sell any excess
electricity to the public utility at a rate equivalent to the rate
paid by the customer for electricity supplied to the
customer by the public utility. * [emphasis added]

Section 3A(2)(d) provides

(2) The program must provide that

[...]

(d) customers may have multiple meters under one account
within a defined distribution zone.* [emphasis added]

There is no support to suggest that this wording can be construed so as to
mean that a customer is permitted net meters in other distribution zones
“s0 long as they have multiple meters under one account within a defined
distribution zone”. One would have to ask why a customer would be
required to have multiple meters under one account within a defined
distribution zone at all if there is no requirement that the netted meter
itself be within the same defined distribution zone.

If it could be suggested that there is ambiguity in the wording of the
Electricity Act, which NSPI submits there is not, then guidance can also be
found within the Nova Scotia Renewable Electricity Plan. A copy is
appended to this submission at Attachment 1. The Renewable Electricity

Plan was released by the Nova Scotia Government in May 2010 as a

® Electricity Act, R.S.N.S. c. 2, s. 3A(1).
* Electricity Act, R.S.N.S. c. 2, s. 3A(2)(d).
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precursor to the amendments to the Electricity Act. It states at page 2 and
3:

In addition, assistance can be found in the Province’s Update and
Preliminary Guide on Renewable Electricity in Nova Scotia: Renewable
Electricity Plan Implementation. This document was released by the Nova
Scotia Department of Energy on October 27, 2010 as a guide to assist in
understanding the new legislation, regulations and the Renewable

Electricity Plan. NSPI has provided a copy at Attachment 2. In reference

Individuals: Enhanced Net Metering

To give individuals and small businesses the opportunity to
participate in green energy projects, the plan expands and
enhances the current net metering program available to
consumers through NSPI. Projects up to one megawatt, and
connected to multiple meters within a single distribution
zone, will be eligible to use two-way meters, and
participants will receive payment at retail rates for any
excess power they produce over a year.” [emphasis added]

to enhanced net metering, the document states at page 6:

NSPI respectfully submits that it is clear that the legislative intent is to
allow for net metering of customer accounts within a single distribution

zone. NSPI further submits that it is clear that the service is to allow for a

The facility must be connected to the distribution grid
through a meter that measures electricity flows in two
directions. The new enhanced program will allow
customers to supply electricity to multiple meters under one
account within a single distribution zone.®

® Province of Nova Scotia, Renewable Electricity Plan, (2010) at pages 2-3, online:
http://www.gov.ns.ca/energy/resources/EM/renewable/renewable-electricity-plan.pdf.

® Province of Nova Scotia, Department of Energy, Update and Preliminary Guide on Renewable Electricity

in Nova Scotia: Renewable Electricity Plan Implementation, (2010) at page 6, online:
http://nsrenewables.ca/documents/RER-Document-English.pdf.
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NSPI Net Metering Service, Regulation 3.6

physical netting of generation against consumption, not simply financial
netting, as submitted by HRWC.

Further, net metering is, by definition, designed to offset a customer’s own
consumption through their own generation. It is not intended to serve load

on the local distribution system, as submitted by HRWC.

HRWC further submits that the definition of distribution zone proposed by
NSPI is overly restrictive. As provided in NSPI’s answer to Multeese IR-
2, NSPI chose the broadest definition possible to provide access to the
local distribution system, maximizing opportunities for customers who
may be interested in subscribing to the net metering service, while
respecting the revenue and eligibility requirements of the Open Access
Transmission System (OATT). HRWC submits that regardless of the
remoteness of the customer’s facilities, transmission services are not
utilized and the OATT is not implicated if a customer’s consumption is
not located on a distribution feeder which emanates from a single

distribution supply transformer within a substation.

NSPI submits that these comments fail to appreciate the physical aspects
of the NSPI system. As stated above, net metering is designed to permit a
customer to offset their own consumption, and not intended as means to
serve other customer load on a local distribution system. As such, in order
for a customer to use their generation to offset the consumption for a
consumption facility that is not located on the same distribution feeder
emanating from a single distribution supply transformer within a
substation, they must necessarily use the transmission system to move the
generation to another distribution zone. This is would trigger OATT
implications.  This was recognized by Mr. Whalen in his written

submission on behalf of Board Counsel:
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NSPI Net Metering Service, Regulation 3.6

The legislation and NSPI’s proposal recognize that
allowing customer generation to be moved from one
distribution zone to another would involve the transmission
system and raise Open Access Transmission Tariff (OATT)
issues, and neither permits this. NSPI’s proposal is in
compliance with the legislative requirements and allows
customers significant flexibility in the use of generation to
meet supply their own consumption. | support NSPI’s
proposal.’

NSPI submits that the definition of distribution zone is consistent with the
requirements of the legislation and provides the broadest definition
possible while respecting the revenue and eligibility requirements of the
OATT. HRWC'’s requested amendments to the definition of distribution
zone are not appropriate and NSPI requests that the UARB reject
HRWC’s request.

The 20 MW distribution capacity limit is appropriate.

HRWC states that the 20 MW distribution capacity limit on the service
proposed by NSPI is overly limiting HRWC suggests that, absent
evidence from NSPI that a higher cap would not be technically feasible,
the limit should not be approved by the UARB.

NSPI has proposed a program that if fully subscribed would represent an
almost 100 percent increase from the enrolment limit attached to NSPI’s
current net metering service. NSPI’s Application filed on November 1,
2010, NSPI stated:

The uptake of the net metering service will lead to a
reduction in NSPI’s kWh sales without a parallel reduction
in the total amount of non-fuel related costs (that is, fixed
costs) to be recovered by the utility. Its short-term effect
will be an under-recovery of fixed costs by the utility while

" Memorandum from Mel Whalen, Multeese Consulting Inc. to Nova Scotia Utility and Review Board,
February 9, 2011, page 5.
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NSPI Net Metering Service, Regulation 3.6

its long-term effect, after rates are re-calculated through a
general rate case application, may be an increase in the
amount of unit fixed costs charged to all customers.
Allocating 20 MW to this enhanced program will allow
NSPI to monitor and evaluate the program’s cost recovery
implications for the utility and its customers.?

NSPI further confirmed in its Application that the 20 MW limit would be
revisited in the future once experience is gained with the program.” NSPI
submits that its approach of setting an initial limit, which will be revisited,
for a 100 percent increase in the program if fully subscribed is a prudent
approach which permits the UARB and customers to monitor cost
recovery implications associated with this enhanced service, while

maximizing customer opportunities to participate.

NSPI requests that the UARB reject HRWC’s request to remove the 20
MW capacity limit.

NSPI’s treatment of potential GHG credits is consistent with the
Amended Electricity Act and the UARB’s previous decision on this

issue.

HRWC has stated that absent evidence from NSPI that it requires GHG
credits to comply with an enactment regulating its emissions, potential
GHG credits should not be assigned to NSPI.

The Amended Electricity Act is clear that it is a condition of a customer’s
participation in the net metering program that it transfer any emissions
credits or allowances to NSPI to enable NSPI to comply with the
requirements of any enactment regulating emissions, but for no other

purpose. HRWC’s submission suggests that if there is no enactment

8 NSPI Application, November 1, 2010, page 8, lines 8-16.
° NSPI Application, November 1, 2010, page 7, line 30 — page 8, line 2.
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NSPI Net Metering Service, Regulation 3.6

currently which enables NSPI to use credits or allowances to comply with
emissions regulation, that a customer is entitled to keep such credits or
allowances. This misconstrues the provisions of the Act. It is a condition
of a customer’s participation that they transfer emissions or credits to
NSPI - that is, a customer can not participate unless they transfer any
emissions credits or allowances to NSPI. There is no exception. NSPI
then has an obligation to use them only to comply with emissions
regulation. If there are currently no mechanisms in Nova Scotia to define
or value emissions credits, it does not follow that section 3A(2)(c) of the

Act simply does not apply.

HRWC specifically asked NSPI how emissions credits or allowances
would permit it to comply with any enactment regulating emissions. In
answer to HRWC IR-5(b), NSPI stated:

Energy produced by net metering customers displaces
energy produced by NSPI fossil generating units. Less
fossil energy reduces GHG emissions. Net metering is one
of the contributors to reduced emissions by NSPI to comply
with the regulation.

If the emission credit is not linked to the energy, NSPI
would be required to add the equivalent amount of GHG
emissions back into the inventory for that time period. No
emission reduction would result and the energy would have
significantly less value.

This is identical for any low carbon and carbon free energy
source that displaces conventional carbon intensive energy
whether through net metering, feed in tariffs, or larger
Power Purchase Agreements.’?

This issue has already been considered and determined by the UARB. In
that proceeding, Board Counsel consultant, Mr. Whalen, agreed that
potential emissions credits should be held by NSPI:

Y HRWC IR-5(b).
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[118] Mr. Whalen recommended that the environmental
credits should remain with NSPI:

When DSM is implemented, NSPI's environmental
emissions are reduced by virtue of the reduction in
energy from fossil fuels. There is no provision in
the proposed regulations to permit those reductions
to be provided to a third party. It appears to me that,
to be consistent with provincial regulations, the
environmental benefits associated with DSM must
remain with NSPI."

The UARB determined that in the context of ownership of emissions
credits or allowances that may be associated with DSM, these should be
held for the benefit of NSPI customers.

[124] The Board having considered all the evidence is of
the view that at present all environmental credits created by
projects funded by DSM should stay with the DSM
Administrator for the benefit of all customers. To do
otherwise, NSPI customers may pay twice for the same
benefit. The 2007 IRP includes the benefits of the
environmental credits in its analysis on which basis the
preferred option was developed, including DSM
investments. This preferred option assumed that
environmental credits are to stay with the customers of
NSPI.

[125] The Board orders that all environmental credits
created by projects funded by DSM investments are to stay
with the DSM Administrator for the benefit of all
customers.*?

HWRC’s request is not consistent with the provisions of the Amended
Electricity Act. A customer’s participation in net metering reduces NSPI
generation and GHG emissions. A carbon credit exists because of what

electricity NSPI did not produce. If the credit is owned by the producer

12009 NSUARB 116, paragraph 118.
122009 NSUARB 116, paragraphs 124-125.
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NSPI Net Metering Service, Regulation 3.6

and he chooses to sell it or retire it, then NSPI must balance that and count
it back into NSPI's inventory. This would make environmental

compliance more costly to NSPI customers.

NSPI requests that the UARB reject HRWC’s request.

3.0 CONCLUSION

NSPI’s application is driven by changes in legislation which require certain

amendments to an existing UARB-approved regulation.

NSPI has proposed enhancements to its net metering service which meet

the following guiding principles:

1. The service will be compliant with legislation/regulation.
2. The service will offer an option for customers to generate renewable

energy for their own use.

3. The service will be a distribution-based service that respects existing rates
and tariffs (including OATT).
4. NSPI1 will seek simplicity and transparency in service design and delivery.

The service will promote opportunities for customers to participate.
6. The service will, to the extent possible, be consistent with the current net

metering framework.

Prior to making its filing, NSPI embarked upon a process for engaging
stakeholders around its proposal for the enhanced net metering service, including
direct engagement of the Nova Scotia Department of Energy, a technical
conference, circulation of a draft revised Regulation 3.6 to interested parties in
advance of filing and the solicitation of and receipt of feedback from interested
parties in advance of filing. NSPI is pleased to see that the result of this pre-filing
consultative process is such that only one intervenor has filed evidence requesting
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changes to NSPI’s proposal and that the Board Counsel consultant has in effect

recommended approval of the Regulation as proposed.

NSPI requests approval of the revised Regulation 3.6 as proposed with one
amendment; the definition of Class 2 Net Metering Service be changed to mean a
generating facility of more than or equal to 101 kW but less than or equal to 1000
kW. This represents a change from NSPI’s original proposal of more than or
equal to 100 kW but less then or equal to 1000 kW and is consistent with Mr.
Whalen’s recommendation. NSPI further requests that upon Board approval, a
90-day period be granted before the new regulation will be in effect. This will
allow NSPI to ensure all necessary administrative processes relating to the
application process and billing are in place to give effect to a Board Order

amending Regulation 3.6.
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Executive Summary

his Renewable Electricity Plan sets out a detailed

program to move Nova Scotia away from carbon-
based electricity towards greener, more local sources.

The motivation for this plan is simple: nearly 90
percent of the province’s electricity supply comes from
fossil fuels—most of it coal. Coal made more sense when
it was mined here in Nova Scotia, but now we buy it from
others. This over-reliance on a single fuel source weakens
our energy security, binds us to the volatile and upward
trend of international prices, and drains wealth away
from the province. Equally important, it has a negative
impact on both our health and our environment.

The province is committed to making a change—
and to keeping its commitment to make life better for
Nova Scotia families.

The Commitment: 25% Renewable Electricity by 2015.
This plan commits the 2015 target of 25 percent
renewable electricity to law. By that date, Nova Scotia’s
total renewable electricity content will have more

than doubled from 2009 levels—and the equivalent of
more than 300,000 homes will be powered by clean,
local sources.

The New Goal: 40% Renewable Electricity by 2020.

The 2020 goal places Nova Scotia in a position of global
leadership. It may require expanded grid connections
with our neighbours, and may include a greatly expanded
role for tidal energy as we learn more. By 2020, this goal
means Nova Scotia will have the equivalent of more than
500,000 homes running on renewable power—more
than enough energy for every residential customer in

the province.

Renewable Electricity Plan

The Plan

In addition to energy conservation and efficiency
programs, the province will make an orderly transition
to new, local, renewable energy sources. This plan uses
several different mechanisms to achieve that transition.
It creates a role for everyone from Nova Scotia Power
(who will continue their regulated obligations) and large
independent producers, to community organizations
and committed citizens.

Larger Projects: Regulation + Competition

Large and medium-sized renewable electricity projects
will be split evenly between Nova Scotia Power (NSPI)
and Independent Power Producers (IPPs). The Utility
and Review Board (UARB) will evaluate and approve
NSPI-sponsored projects in the traditional way.
Independent producers will compete for projects in

a bidding process managed by a new authority, the
Renewable Electricity Administrator.

Community Projects: Fixed Price

To encourage a range of projects widely dispersed
throughout the province, this plan establishes a
community-based feed-in tariff (COMFIT) for an
expected 100 megawatts of renewable electricity projects
connected to the grid at the distribution level. The plan
also introduces a variety of programs to assist community
groups in the technical, financial, and regulatory work
needed to develop these projects.

Individuals: Enhanced Net Metering

To give individuals and small businesses the opportunity
to participate in green energy projects, the plan expands
and enhances the current net metering program
available to consumers through NSPI. Projects up to one

megawatt, and connected to multiple meters within a
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single distribution zone, will be eligible to use two-way
meters, and participants will receive payment at retail

rates for any excess power they produce over a year.

Biomass: Proceed with Caution

Government will approach the development of biomass
for electricity production with caution. Electricity
produced from co-firing biomass will play a role in
meeting the 2015 target, but will undergo review for
post-2015 use. To ensure sustainability, pending release
of the Natural Resources Strategy, this plan caps new
electricity generation from forest biomass at 500,000 dry
tonnes (~600-700 GWh) above current uses. Co-firing
in thermal plants is capped at 150,000 dry tonnes

(150 GWh).

Tidal: Safe Development

The province will continue to invest in tidal energy
research and development in the hopes that our
unique tidal resource can eventually make a significant
contribution to our energy needs. To encourage this
development, this plan establishes a community-based
feed-in tariff (COMFIT) for distribution connected
tidal projects, as well as a special FIT covering direct
incremental costs related to device deployment for
developmental tidal arrays connected to the grid at the
transmission level.

Solar: Heat + Water Focus

Solar will qualify as a renewable resource under the
enhanced net metering program. Today, solar is used
more economically for air and water heating rather than
electricity generation. Its role may expand as the cost of

solar technology changes in the future.

Executive Summary

Grid: Cleaner and Stronger

To increase the grid’s capacity to absorb intermittent
energy from wind and tidal sources, the province will
continue to encourage the use of locally-produced
natural gas—a cleaner, quick-responding fuel that is ideal
for balancing intermittent supplies. New studies will lay
the groundwork for upgrading our own grid, and our

modest interconnection to the North American grid.

Benefits + Costs

In the process of transitioning to a system that is
cleaner, more diverse, more domestic, and more
secure, this plan will support as much as $1.5 billion

in green investment—creating good jobs and growing
the economy. Specifically, the plan will create jobs in
construction, supply, manufacturing and maintenance,
generating an estimated 5,000 to 7,500 person-years
inside the province, with opportunities in both urban
and rural areas. There are costs associated with moving
in this direction—especially upfront. Adding renewables
may add an average of one to two percent per year on
electricity bills in the short term.

But in the long run Nova Scotia will be far better
off. Renewable electricity prices don’t go up over time in
the same way that carbon-based fuels will. Controlling
our own supplies of energy gives us significant energy
security. Moving towards local renewable sources will
help stabilize fuel prices in the future—protecting
consumers from both the volatility of fossil fuel pricing
and the future costs of carbon.

This plan takes a balanced approach to the
challenging task of transforming our electricity
system—a direction critical to the province’s economic
and environmental future—with opportunities for all
Nova Scotians to participate.

Renewable Electricity Plan
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Where We Are Now

generation ago, Nova Scotia made a deliberate

decision to produce electricity from coal. The price
was low and stable, and the supply was secure. It was
mined right here—so investing in coal-fired generation
seemed like a smart way to ensure jobs and affordable
electricity for Nova Scotians.

That reality is changing. Rising costs and increasing
international competition forced our mines to close.
Today, the coal burned in Nova Scotia comes from distant
shores.

Today, almost 80 percent of the electricity consumed
here comes from imported coal, petroleum-coke, or fuel
oil. The rest comes from natural gas—a cleaner, locally
produced fuel—and from renewable sources like hydro,
wind, and tidal.

Every time you turn on a light switch, money flows
from your pocket out of the country to places where the
coal we burn originates. Not only does this drain wealth
from the province, it puts Nova Scotians at the mercy of

political turmoil and natural disasters in faraway lands.

Renewable Electricity Plan

Estimated Cost of Imported Coal Used to

Produce Electricity in Nova Scotia

$250.00

$200.00

llions of dollars

$150.00

$100.00

$50.00

2003 2004 2005 2006 2007 2008

Please note that prices are based on blended prices from multiple suppliers
dependent on BTU value, world price, sulphur contents, FX rates.

Source: NSPI

Although coal prices fluctuate, the general trend continues
to climb upward.
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Reliance on imported coal also shackles Nova Scotia
to the upward march of international fuel prices, driven
by the developing world’s insatiable appetite for energy.
Each time prices careen upward and start to come back
down, they always seem to settle at a level just a bit higher
than where they started.

Coal is also a major source of pollution. Burning
it produces nitrogen oxides, sulphur dioxide, mercury,
and particulates requiring ever more expensive emission
controls and cleaner mixes of fuels to protect public
health and the environment.

Burning coal and oil generates greenhouse gases
that contribute to climate change—a problem we have a
responsibility to address as global citizens.

In short, Nova Scotia’s economy has been exposed
to insecure overseas supplies of an increasingly expensive,
unhealthy, environmentally unfriendly fuel. We need to
begin changing that, and this is the plan for doing so.

The Renewable Electricity Plan is focused on
helping Nova Scotia address the challenges of the rapidly
changing world energy environment—and making life
more affordable in the long run. It incorporates the
strategic direction of previous energy policy, and expands
on it in a number of key areas.

Where We Are Now

This plan is part of a larger strategy on clean energy
production and use to be released in the coming year. The
strategy will encompass more than electricity generation.
It will cover several aspects of energy policy, including:

+ All sources of renewable energy (for electricity, space
and water heating, and transportation),

* Energy efficiency (including conservation, efficiency,
and managing demand),

+ Locally-produced, cleaner fuels (encompassing natural
gas supplies and markets), and

+ Economic and environmental opportunities that
emerge as Nova Scotia moves to a cleaner, more secure

and sustainable energy future.

As part of the preparation for this Renewable
Electricity Plan, a consulting team from Dalhousie
University, led by Dr. David Wheeler, facilitated extensive
public, multi-disciplinary consultations in the summer
and fall of 2009. Those consultations confirmed that
Nova Scotians are passionate about developing our
renewable energy resources. The final report, dubbed
the “Wheeler Report” included recommendations for
implementing renewable energy in the short, medium,
and long-term (beyond 2020). This plan draws on
the advice of Dr. Wheeler, as well as a range of other
information sources, to build a practical plan for our near
and mid-term energy future.

Renewable Electricity Plan
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Where We Need

to Go

A Quick Guide to Electricity Units

We measure the rate at which electricity is
generated or used in watts. A 25-watt bulb uses

25 watts of power.

We measure the amount of electricity generated
or used in watt-hours. A 25 watt bulb that burns

for an hour uses 25 watt-hours of electricity.

Because this plan often discusses large amounts
of electricity, we use a series of prefixes to describe

very large amounts.

1,000 watts = 1 kilowatt (kW), the power used
by a typical home.

1000 kW = 1 megawatt (MW), the power used by
about 1,000 homes.

1000 MW = 1 gigawatt (GW), the power used
by about a million homes.

1 gigawatt-hour (GWh) = 1 million kilowatt-hours.

Nova Scotia currently generates and consumes
about 12,000 GWh of electricity per year.

Renewable Electricity Plan

C oal-fired electricity needs to be gradually replaced
with fuel supplies that are local, cleaner, more
secure, and more sustainable. It can’t be done overnight.
For one, because Nova Scotia’s electrical utility has a huge
investment in thermal generating stations that are only part
way through their useful life. But we must begin the process
of weaning ourselves off coal. This means practicing energy
conservation to forestall growth in demand for electricity,
and broadening the energy supply base to include a
significantly larger local, renewable component.

Transforming our current electricity
mix to one that is more local and
green is important to our future
energy security.

The Government of Nova Scotia has set ambitious
targets for generating more electricity from renewable
sources, as well as setting the first and only hard caps on
greenhouse gas emissions in North America, in support
of the Environmental Goals and Sustainable Prosperity
Act (EGSPA). The province is well on its way to meeting
the targets for 2011 and 2013 established under the
Renewable Energy Standard. This Renewable Electricity
Plan focuses on where to go from there.

Last July, the province’s new government made a
commitment that 25 percent of our electricity would come
from renewable sources by 2015. This Renewable Electricity
Plan details the steps by which we will meet that target.

It also establishes an even more ambitious goal
for 2020: by that date, the plan is to have 40 percent of
electricity produced from renewable sources. Achieving
that goal will cut the province’s coal consumption in half

in just 10 years.
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Nova Scotia currently consumes just over 12,000 GWh
of electricity per year. That total needs to be kept from
growing, or the percentage-based targets for renewable
electricity will be that much harder to achieve. Energy
conservation and efficiency, therefore, are critical not only
to keeping energy bills under control, but for achieving
renewable energy targets too. In fact, conservation is by
far the single biggest step that can be taken—either as a
society or as individuals—to safeguard our energy future.

In the fall of 2009, the province created Efficiency
Nova Scotia, an arms-length non-profit corporation, to
better manage use of electricity. Efficiency Nova Scotia
will independently oversee the electricity demand side
management (DSM) program now operated by Nova
Scotia Power (NSPI) and contract with government
to deliver programs that will reduce demand for
non-electric energy use. DSM is an industry term for
programs that encourage utility customers to use less
electricity, especially at times of peak use, when supplies
are strained and generating costs soar.

Beyond conservation, the clearest path to stable,
secure, sustainable electricity supplies lies with
maximizing the use of renewable energy.

Renewable energy is sustainable because it comes
from sources that nature replenishes: rivers, tides, wind,
sunshine, plants, and forests. Nova Scotia is blessed with

Where We Need to Go

abundant supplies of these resources to help us meet our
2015 commitment and our 2020 goal. We have substantial
wind supplies. The energy unleashed every six hours in the
Bay of Fundy represents one of the greatest tidal resources
on the planet. We have a plentiful source of biomass. Solar
technologies for electricity are emerging and will likely play
a larger role as prices decline, and the technology for using
energy from the sun for heating is becoming established in
Nova Scotia and may be even more promising post-2015.

Of the 12,000 GWh of electricity the province
consumes each year, only about 11 percent comes from
renewable sources. Assuming conservation programs
and demand management keep overall electricity
consumption from rising, another 1,700 GWh of
renewable electricity (new or under construction) is
needed by 2015 to meet the commitment. Section 4 of
this plan details the policies and programs government
will use to achieve that 2015 commitment.

The new goal of 40 percent renewable electricity
supplies by 2020 does not yet have the force of regulation.
However, it shows the direction and pace government
wants to maintain in the quest for a secure, sustainable
energy supply. To achieve that goal, a further 1800 GWh
per year of renewable energy needs to be harnessed by
2020—ten short years from now. Section 5 of this plan
lays out the path for reaching this goal.

Total Amount of Renewable Electricity Supply

Pre-2001 End 2009 2011 2013 2015 2020
1100 GWh/yr 1300 GWh/yr 1700 GWh/yr 2300 GWh/yr 3000 GWh/yr 4800 GWh/yr
9% 11% 14% 19% 25% 40%

*2011 and future amounts forecast based on 12,000 GWh/yr of total provincial electricity sales.

Between 2009 and 2015, Nova Scotia will more than double its renewable electricity

supply, growing nearly 8 times faster than the period between 2001 and 2009.

Renewable Electricity Plan
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Underlying Principles '.

Several principles guided the development of this
Renewable Electricity Plan:

Managing Costs for Ratepayers

The current electricity path leaves Nova Scotia dependent
on rising international coal and oil prices. This plan seeks
to make life more affordable by stabilizing electricity rates
over the medium and long-terms. It establishes a path to
manageable and predictable energy bills for Nova Scotia
families and businesses.

Strengthening Security

Through Diversity

Basing almost 80 percent of our electricity on imported
coal and oil puts Nova Scotia at the mercy of international
markets over which we have no influence. This plan seeks
to ensure a more secure, stable, reliable supply of energy.
A key to achieving that goal is to diversify into more
localized energy sources, spread more widely around

the province.

Building Economic Opportunities
in Rural Nova Scotia

By focusing on renewable energy sources like wind and
tidal, which are naturally abundant in Nova Scotia, this
plan enhances opportunities to create good jobs and grow
the economy in every region of Nova Scotia. Traditional
rural industries like forestry and agriculture can build
wealth and add jobs by developing the sustainable
renewable energy sources they manage already. And
capitalizing on Nova Scotia’s unparalleled tidal potential
can build an industry here at home with opportunities
around the world.

Renewable Electricity Plan

Protecting Our Environment and
Ensuring Sustainability

Nova Scotia is the only jurisdiction in North America
with absolute caps on greenhouse gas (GHG) emissions
from the electricity sector. There are also increasingly
stringent limits on harmful air pollutants. This plan
builds on that leadership role and will ensure a cleaner,
more sustainable future—keeping the province’s
commitment to make life better for all Nova Scotians.

Maximizing Community
Involvement and Social Benefits
The plan offers opportunities for everyone — from
community groups to First Nations, local not-for-profit
organizations, businesses and individuals to actively
participate in the development of renewable energy
resources. Working together, we can all share in the
benefits.

Holding Ourselves Accountable
This plan establishes some of the strongest renewable
electricity goals in North America, and sets out a path
for meeting those goals. This plan is about taking
leadership—and ensuring that we live more within our

own energy means.
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Meeting the

2015 Commitment

M eeting the 2015 commitment for 25% renewable

electricity supply, will be challenging, but it

is achievable. We will use the following tools and

mechanisms to get us there:

+ Large-scale, community-based, and small-scale
renewable electricity projects

+ Changes to electricity regulation

+ Requirements for biomass.

Because large projects produce the lowest-cost
renewable electricity, NSPI will undertake some of its
own large renewable energy projects subject to approval
by the Utility and Review Board (UARB). Independent
power producers will have an equal allocation of these
projects, subject to competitive bids.

Cost control is not the only principle underlying the
transition to renewable energy. To ensure even broader
participation, small community-based power projects
will be eligible for a Feed-In Tariff (FIT).

The FIT guarantees qualified
participants a fixed price for
the renewable electricity they
produce over a fixed period

of time. The price typically
reflects the cost of generating
the electricity, plus a reasonable
return for the producer.

Finally, businesses and homeowners who produce
renewable electricity will be eligible to participate in an
enhanced net metering program (ten times the limit of
the current net metering program) that credits them for
excess power they feed into the grid against the cost of
any power they consume.

In short, there’s a role and opportunity for everyone:
homeowners, First Nations, municipalities, community
groups, farmers, businesses, developers, and NSPL.

Here’s how the three new mechanisms for buying

renewable electricity will work.

1. Medium and
Large-Scale Projects

ost of the new renewable energy needed to

meet 2015 and 2020 goals will come from
industrial-scale projects. The Renewable Electricity Plan
calls for a minimum of 600 GWh of new medium to
large-scale renewable electricity, produced in equal parts
by NSPI and independent power producers.

The UARB will evaluate, approve, and regulate
projects proposed by NSPI in the traditional manner.

Independent producers will compete for projects
under their allocation. To promote fairness and efficiency,
projects will be secured through competitive bidding in
response to requests for proposals (RFPs).

Most of the new renewable energy projects now
under development or in operation resulted from
competitive RFPs issued in 2007. Financing problems
stalled several of these projects, but it’s clear that some
of the troubles stemmed from the world financial crisis
rather than a shortcoming of the RFP model itself.

Renewable Electricity Plan
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Meeting the 2015 Commitment

Using the two methods—UARB regulation and
competitive bidding—in parallel will help determine
which model gives the best value for ratepayers for future
policy development.

The process for developing these medium and large
projects will include the following features:

+ NSPI will continue to follow the current process for
developing its share of renewable energy projects,
seeking approval from the UARB to recover costs
from ratepayers.

+ A competitive bidding process for independent power
producers will be open to all qualified producers
except NSPI.

+ A new independent authority, the Renewable
Electricity Administrator (REA), will manage the
competitive bidding processes and select winning
projects. (The role of the Renewable Electricity
Administrator is described more fully in Section 7
of the plan.)

+ Independent power producers can form partnerships
with NSPI, but NSPI can have no more than 49%
ownership or operating authority of such projects.

+ Government retains the discretion to call for bids
for renewable electricity projects, including specific
technologies such as tidal.

+ The bidding process for renewable electricity projects
involving forest products must ensure that the
management and use of the resource conforms to

sustainability standards and regulations.

Renewable Electricity Plan

2. Community-Based

Feed-In Tariff

mall-scale producers typically cannot compete
successfully against much larger developers in a

competitive bidding process. More than 45 jurisdictions
around the world, including Spain, Germany, Ontario, and
Vermont, have established feed-in tariffs (FITs) that support
and encourage small-scale and community ownership.
These programs let newcomers participate in the renewable
electricity industry, and encourage the development of
multiple projects over widely-dispersed rural areas.

This plan introduces a Community-Based Feed-

In Tariff (COMFIT) to encourage the development of
local renewable energy projects by municipalities, First
Nations, co-operatives, and non-profit groups. Most
communities are not directly transmission connected,
but are served through local distribution substations

that are designed to accommodate the electricity needs
of the specific community. Projects will be connected to
the grid at the distribution level. Due to distribution level
capacity, projects will typically be less than 2 MW, but
potentially up to 5 or 6 MW depending on location. The
size of the projects that are distribution-connected will
require technical study on a case by case basis, and will be
limited by area operating constraints.

This approach manages costs and gives us experience
with the introduction of intermittent power sources at
the distribution level. Renewable electricity from large-
scale commercial projects will continue to be procured
through the competitive bidding process, because this
offers the best value for ratepayers. At this time, a FIT
for large-scale projects would likely have a significant
impact on electricity rates. Government will review, and
if appropriate adjust, the COMFIT program in 2012, to
ensure that we learn from our experience and ensure that
the objective of supplying 100 MW through community/
small-scale renewable electricity projects is met.
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Government is proceeding in this manner because
Nova Scotia’s electricity system doesn’t readily lend itself
to intermittent energy connected at the distribution level.
The challenges are similar to those involved in planning a
highway system. The transmission system functions like
a major 100-series highway, while the distribution system
operates more like a network of small, local roads. Just
as a sudden influx of unexpected traffic onto local roads
can produce gridlock, the introduction of intermittent
electricity at many different points around the province
could overwhelm the distribution system. Any changes
in the overall system require careful planning, just like
changes to roads and highways.

Nova Scotia’s COMFIT will include the
following features:

+ Municipalities, First Nations, co-operatives, local
non-profits, as well as small businesses operating
through Community Economic Development
Investment Funds (CEDIFs), will be eligible to receive
the COMFIT.

+ The purpose of limiting access to community-based
participants is to ensure that projects are rooted in
the community and investment returns remain there.
Regulations will establish the precise definition of
community following consultation.

+ Electricity produced from wind, biomass, tidal, wave,
in-stream hydro as well as combined heat and power
projects will be eligible for COMFIT rates that reflect

basic cost-recovery, including the cost of capital.

Meeting the 2015 Commitment

+ COMFIT-eligible projects will connect to the grid
at the distribution level (i.e. below a substation).
(Note: see tidal section, p. 18, regarding a special FIT
for tidal arrays at the transmission level.)

+ The UARB will set the COMFIT rate according to
government-set criteria.

+ In 2012, government will review the program and, if
appropriate, adjust the COMFIT program to ensure
that we learn from our experience and ensure that
the objective of supporting community/small-scale
renewable electricity projects is met.

The community-based FIT will increase
geographical distribution of renewable electricity sources,
thereby contributing to our energy diversity and security.
It should also promote greater public understanding and
acceptance of renewable resources. And it will provide
rural economic activity associated with the construction
and operation of renewable energy projects—helping

create good jobs and grow the economy.

(Section 7 contains more detail on tools to support

community-based renewable energy projects.)

Renewable Electricity Plan
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Meeting the 2015 Commitment

3. Enhanced Net Metering

N et metering is a program that lets a consumer
connect a small renewable electricity source to the
grid through a special meter that measures electricity
flows in two directions. For any electricity fed into the
grid, the consumer gets a credit to offset the cost of
electricity drawn from the grid. This mechanism helps
homeowners and businesses offset the cost of their
commitment to sustainability.

NSPT’s current net metering program will be
enhanced under this plan. In the existing program, the
amount of power generated cannot exceed 100 kW.
Projects are limited to a single meter. There is no
payment for any overall surplus fed into the grid, only
a credit up to the value of power consumed. The new,
enhanced program introduced by this plan eases those
restrictions. It will:

+ Be available to everyone

+ Cover all renewable resources

+ Increase power limits from 100 kW to 1 MW

+ Let customers supply electricity to multiple meters
under one account within a single distribution zone
up to an overall limit of 1 MW, and

+ Provide payment to customers at their retail class rate
for any overall surplus electricity produced on an
annual basis.

NSPI will work with the Department of Energy to

create a new on-line enhanced net metering guide and
application form to make the process easier.

Renewable Electricity Plan

4. Forest Products
Associated Biomass
overnment will approach the development of
biomass for electricity production with caution.
Electricity produced from co-firing biomass will play a
role in meeting the 2015 commitment, but will undergo
review for post-2015 use.

Forest harvesting practices are a contentious issue
in Nova Scotia, subject to wide debate. Government is
currently developing a Natural Resources Strategy' that
will likely recommend enhanced or new guidelines and
regulations for all uses of biomass. Long-term planning
for generating electricity from forest biomass will have to
await that strategy. Prudent interim decisions are possible
now however.

Although forest biomass is a plentiful resource
here, using wood solely for the purpose of generating
electricity through co-firing is inefficient. Far more
energy is extracted from biomass used to heat water or
living spaces. A long-term strategy for cleaner energy
supplies will recognize wood’s greater value as a heat
source, or as a combined source of heat and electricity.
However, using biomass to generate electricity in the
short and medium-term can help develop the supply
chain that will eventually serve these more efficient and
valuable uses.

! The Department of Natural Resources commissioned a panel

chaired by former Chief Justice Constance Glube to prepare a report
and recommendations that is focused on four elements—forests, parks,
minerals, and biodiversity—that will inform the development of a
Natural Resources Strategy. It will likely recommend enhanced or new
rules, regulations, and guidelines for the harvesting of wood. The

strategy will also consider the use of biomass for energy.
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Managed and regulated responsibly, forest biomass
harvesting is sustainable, and can contribute to the
province’s short-term renewable electricity targets.

Biomass use in Nova Scotia is already a reality,
including firewood in over 100,000 homes, a 22 MW
biomass electrical co-generation facility in Brooklyn,

a sawmill producing heat and power, pulp and paper
plants, two pellet manufacturing plants, numerous
greenhouse operations, sawmill lumber drying kilns
and wood-related industries that power their facilities
with production waste. Institutional users include the
Nova Scotia Agricultural College and South Shore and
Annapolis Valley Regional Hospitals.

Field inventories and supply models constructed
by the Department of Natural Resources found that
750,000 dry tonnes of new forest biomass could be
sustainably harvested and used to generate electricity for
the 2015 commitment. Dr. David Wheeler’s stakeholder
advisory process arrived at a comparable, if slightly larger,
number. However, the number could be reduced if the
forthcoming Natural Resources Strategy introduces
changes to current harvest management practices.

Assessment of the immediate demand for forest
biomass generation suggests that an amount below
750,000 dry tonnes could be prudently adopted. The use
of forest biomass for electricity production helps diversify
our electricity supply, makes cost-effective use of existing
infrastructure, and helps support the forest sector. But
in the longer term, forest biomass is certain to find more
valuable uses than as a simple substitute for coal in Nova
Scotia thermal power plants (where heat energy may
be lost). Therefore, the plan implements the following
interim requirements and plans for biomass, pending

release of the Natural Resources Strategy:

Meeting the 2015 Commitment

+ To ensure sustainability, pending release of the
Natural Resources Strategy, this plan caps new
generation from forest biomass at a conservative
500,000 dry tonnes (600-700 GWh) above current uses
for electricity generation. This cap will accommodate
foreseeable biomass projects, including modest
amounts of co-firing in NSPI thermal plants, projects
developed by forest products companies, and a limited
amount of community forest biomass generation.

+ Co-firing in thermal plants will be capped at 150,000
dry tonnes (150 GWh) and will count toward the
renewable energy needs for 2015. However, co-firing
will be considered a balancing fuel source that helps
NSPI maintain compliance. Projects approved under
the COMFIT will take precedence, and if there is no
room under the cap, co-firing will yield.

+ Operating approvals for thermal power stations
co-fired with biomass will need to be revised to
control emissions.

+ The province will also review the use of biomass for
co-firing once the Natural Resources Strategy is released.
After 2015, government will assess the continued
applicability of co-firing to meet the 2020 goal.

+ In order to qualify as renewable energy, forest biomass
must be harvested using sustainable practices, in
a manner consistent with license requirements
for Crown Land established for NewPage Port
Hawkesbury.

(See following page for Forest Biomass used for

Renewable Electricity Procurement Requirements.)

Renewable Electricity Plan
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Meeting the 2015 Commitment

Forest Biomass Used for Renewable Electricity

Procurement Requirements

Forest biomass used to generate renewable energy must comply with the following requirements:

1. Vendor (i.e. the power producer) must make maximum use of wood wastes available from other
manufacturing processes.

2.Total regional harvest may not exceed province’s estimate of the sustainable harvest.

3.Vendor must maintain/obtain Forest Stewardship Council’s Maritime Standard forest certification on lands
they own or control.

4. Vendor shall help and encourage private woodlot owners in its supply area to obtain FSC certification.

5. Vendor must be a registered buyer under the Forests Act.

6.All fuel from forest harvesting and silviculture must come only from stem boles. Vendors shall not harvest or
acquire fuel from coarse or fine woody debris, tree crowns, tops, or stumps from forestry operations. Vendors
may use fuel made from other tree parts only if it originates in a non-forestry operation, such as agricultural
land clearing, highway right of way clearing, or commercial or residential construction.

7.Forest biomass used as fuel must come from low quality logs. Vendors must apply the best utilization practices
to ensure diversion of higher quality stems to production of other manufactured wood products.

8.Vendors must seek Nova Scotia buyers able to use better quality logs and pulpwood.

9.The province encourages vendors to seek opportunities for members of First Nations communities in Nova
Scotia to participate in these new activities in a mutually acceptable manner.

+ Other bio-energy resources, such as agricultural + Large-scale biomass projects established by, or

biomass, may have potential for electricity generation
and heating, but further analysis is needed to
determine whether they can play a sustainable role.

As outlined in the Climate Change Action Plan,
government will develop a bio-resources strategy

in 2011 to determine the best potential uses for
bio-energy based fuels and the best policies to
encourage their use. The strategy will take into account
greenhouse gases and other air emissions produced
through the life cycle of various bio-fuels.

Renewable Electricity Plan

connected with, existing forest products manufacturers
may be operated by the forest products company, an
independent non-utility partner, or by NSPIL.

NSPI may call for bids on large-scale biomass projects
and the Renewable Electricity Administrator will
evaluate the merits of the bids and select the winning
bidder.
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5. Market Structure
and Governance
N ova Scotia’s electricity market consists of a

vertically integrated utility—NSPI—and six smaller
municipal electric utilities. As an integrated utility, NSPI
has responsibility for electricity procurement, system
operation, grid access, maintenance of the transmission
and distribution systems, and meeting its renewable
energy targets.

The Renewable Electricity Plan recognizes the
cost-effectiveness of having an integrated utility, as well
as the need for a central body that continues to have the
following responsibilities:

+ A mandate to serve Nova Scotians

+ System planning and operations, including
scheduling of medium- and large-scale renewable
electricity supplies

+ Accountability for meeting overall Renewable Energy
Standard (RES) targets

+ System reliability and compliance with international
standards, including oversight of technical compliance
for the transmission and distribution systems.

Meeting the 2015 Commitment

However, this plan introduces several changes to the
way NSPI buys renewable electricity, as detailed in the
sections above. The result will be a system of renewable
energy development that ensures Nova Scotians benefit
from a stable and reliable supply of clean electricity.

Changes established by this plan are meant to
encourage production of renewable energy from varied
sources at locations widely distributed across the province.
This will provide greater energy security and diversity.
The details can be adjusted as experience with renewable
technology increases, and as technologies become more
affordable. In some cases, a slightly higher amount will be
paid for renewable energy supplies. But this will act as a
hedge against the certainty of much higher coal prices
and much higher environmental compliance costs in the
years to come—ultimately making life more affordable for
Nova Scotians.

Renewable Electricity Plan
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Achieving the
2020 Goal

he 25 percent commitment established for 2015 will

have the force of law, with penalties for any failure to
meet it. The 40 percent target for 2020 is a goal we aspire
to. It does not yet have the force of law, but it represents
government’s considered judgment about where we
should be by that date. Rapid transition to renewable
energy sources and cleaner local fuels represents a big
undertaking for all participants in our energy economy.
We expect to learn as we go along, and the current
approach may be adjusted as young technologies
mature and new technologies emerge. No one should
underestimate government’s determination to secure a
stable, sustainable, cleaner, and more secure energy future
for Nova Scotia.

Meeting the renewable electricity goals for 2020 will
require development of our most abundant renewable
energy resources, wind and tidal, and a complementary
expansion in use of our local, cleaner fuel alternative,
natural gas.

Renewable Electricity Plan

The Renewable Resource
Mix After 2015
ind will be the mainstay of our efforts to reach
the 2015 renewable energy commitment, with
support from limited amounts of biomass. Natural gas
will serve mainly to balance wind power, and to help
ensure compliance with greenhouse gas regulations and
emission standards.

Beyond 2015, the province will consider several
options to achieve a 40% renewable electricity supply
by 2020:

* More intermittent renewable energy sources, such as
wind and tidal, backed by natural gas

+ More stable renewable energy sources such as biomass

+ More clean energy imported from neighbouring

provinces.

It seems likely that the largest portion of new
renewable energy in 2020 will come from wind, with the
rest coming from biomass and tidal, balanced by either
natural gas or clean imports. There are many possible
combinations, but each one represents a significant move

away from where we are today.
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Achieving the 2020 Goal

Energy Mix 2001 Energy Mix 2009

2 Natural Gas 10%

».—— Natural Gas 13.3%

__— Renewables** 8%

/ Renewables** 11.3%

*includes coal, pet coke, oil,
diesel, non-renewable imports

*includes coal, pet coke, oil,
diesel, non-renewable imports

**includes hydro, wind,
biomass, tidal

**includes hydro, wind,
biomass, tidal

In the first decade, fossil fuels dominate but cleaner-burning natural gas begins to play a larger role.

Potential Energy Mix 2015 Potential Energy Mix 2020

». — Natural Gas 15%

/ Renewables** 25%

».——— Natural Gas 20%

Renewables** 40%

*includes coal, pet coke, oil,
diesel, non-renewable imports

*includes coal, pet coke, oil,
diesel, non-renewable imports

**includes hydro, wind, **includes hydro, wind,
biomass, tidal biomass, tidal

Coal and oil give way to increasing amounts of renewables (domestic and/or imported) and natural gas.

Renewable Electricity Plan
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Achieving the 2020 Goal

The Role of Tidal Energy

he sleeping giant amongst Nova Scotia’s renewable

energy sources is tidal power. Look up “tide” on
Wikipedia, and you'll find a picture of the Bay of Fundy.
Twice each day, 115 billion tonnes of water surge in
and out of the Bay. The daily total exceeds all the water
flowing down all the rivers in the world.

The US-based Electric Power Research Institute
(EPRI) estimates that underwater turbines could
safely extract 300 megawatts (MW) of energy from the
Minas Channel alone. Some estimates place the total
extractable energy potential of the Bay of Fundy as high
as 2,000 MW.

But these are still early days. Many technical and
economic challenges lie along the path to such an
achievement. In-stream tidal technologies are in their
infancy. Turbines operating in the Bay of Fundy must
withstand currents moving at speeds up to 5 metres per
second, or nearly 10 knots. The cost of installing them
remains high. Many operational and environmental
issues must be settled before commercial development
can occur.

However, the fact that tidal technology is just
emerging and costs may drop significantly, combined
with Nova Scotia’s unique tidal resource and the research
already underway here, gives the province a chance to
lead the development of what could someday be a major
world-wide energy industry.

Renewable Electricity Plan

Government has supported tidal energy through
FORCE (Fundy Ocean Research Centre for Energy), a
non-profit test centre that encourages public and private
research on tidal energy. The Renewable Electricity Plan

expands that support with the following commitments:

* A Marine Renewable Energy Task Force:
An interdepartmental task force will be established,
assisted by the private sector, to develop strategies
for commercializing marine renewable energy (tidal,
offshore wind, and wave resources), and the human
resources needed to support them.

* A Tidal Feed-In Tariff:
Tidal devices are still in the demonstration phase.
The electricity they produce costs more than electricity
from mature renewable sources. To support tidal
development, the province will set a community-
based feed-in tariff (COMFIT) for distribution
connected tidal projects. In addition—given that
research currently underway proves tidal to be both
safe and feasible—the province will authorize a special
FIT for developmental tidal arrays connected at the
transmission level that reflects the cost of the turbines
and their deployment.



NSPI Net Metering Regulation 3.6 Reply Submission Appendix A Page 21 of 32

* Identifying Potential Tidal Sites:
In 2005, the Electric Power Research Institute (EPRI)
identified eight sites in Nova Scotia with tidal current
velocities averaging at least 1.5 meters/second:
Cumberland Basin, Minas Channel, Minas Passage,
Cobequid Bay, Digby Gut, Petit Passage, Grand
Passage, and Great Bras d’Or Channel. These sites
have potential for tidal power development. There
are probably many other places in the province with
potential for small-scale tidal projects. As part of this
plan, the province will identify and assess additional
sites that have potential for these projects.

In response to the 2008 Bay of Fundy Strategic
Environmental Assessment, the province committed
to develop marine renewable energy legislation. This
legislation will ensure that marine renewable energy
projects have appropriate licensing procedures,
environmental protection, worker and public safety, and
resource conservation, built around recognition for other
users and uses. Consultation on the marine renewable
legislation will take place over spring and summer 2010
with the expectation of tabling new legislation in the
legislature for the fall sitting.

Achieving the 2020 Goal

The Role of Natural Gas

key obstacle to the development of renewable
energy is the fact that our best renewable

sources—wind and tidal—are by their nature
intermittent. Because they depend on natural forces
that come and go, intermittent sources cannot provide
a constant stream of electricity. In utility jargon, they
are not dispatchable. They cannot be turned on (or off)
whenever the power grid operator needs them. In order
for them to play more than a minor role in our electrical
system, intermittent supplies need to be balanced with
other, fast-responding energy sources—preferably ones
that are also clean and local.

Natural gas fits the bill nicely. Although it is a fossil
fuel, natural gas burns far cleaner than coal or oil. It
releases less carbon, much less sulphur dioxide, fewer
nitrogen oxides, and virtually no ash or particulate
matter. Unlike coal fired plants, gas turbines can start
up and shut down quickly to match changes in the wind
and tides. Nova Scotia has substantial deposits of natural
gas both offshore and onshore; its use also benefits our
economy.

Natural gas will play a larger role in our electricity
generation as we move away from coal. The government
will outline its plans for natural gas development as one
part of the strategy on clean energy production to be

released in the coming year.

Renewable Electricity Plan
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New Roles and
Responsibilities

he Renewable Electricity Plan introduces some
significant changes to the roles and responsibilities
of key players in our electricity system.

Renewable Electricity
Administrator (REA)

The biggest change is the appointment of an independent
administrator. Government will appoint the Renewable
Electricity Administrator (REA) on the recommendation
of the Minister of Energy after consultation with
interested parties. The REA will conduct competitions
for renewable electricity projects. NSPI will retain
responsibility for electricity planning, but will no longer
take a direct role in competitions. Instead, when a new
medium or large-scale renewable electricity project

is needed, NSPI will request issuance of an RFP. The
REA will oversee the competition, evaluate the bids,

and determine the winner. Government has made this
change to ensure that the electricity system is fair and
transparent. The REA will also ensure that successful
bidders are accountable for delivering projects toward
the achievement of provincial targets.

Nova Scotia Power Inc. (NSPI)

NSPI will continue to function as an integrated utility
with an obligation to serve, legal responsibility to meet
renewable energy targets, responsibility for system
reliability compliance, and authority over projects
connecting to the electrical grid. In a situation where
NSPI needs to secure additional renewable electricity, the
company will have the ability to make equity investments
or purchase imported renewable energy as required, and
at the lowest possible cost to customers.

Renewable Electricity Plan

Utility and Review Board (UARB)
The UARB already has responsibility for approving

cost recovery for renewable energy projects through
the setting of electricity rates. Under the Renewable
Electricity Plan, it will take on responsibility for setting
and periodically reviewing FIT rates, based on criteria

established by government.

Province of Nova Scotia

The Province will continue to lead the development

of renewable energy policy. It will consider criteria for
setting FIT rates and the rules for awarding FIT contracts
and competitive medium and large-scale projects. Under
a one-window committee, the Province will coordinate
the various approvals and permits a developer may need
under provincial and federal legislation (see Section 7 for
more detail on one-window committee). The Province
will also provide technical, planning, and financial
advice and training to facilitate renewable energy
projects, especially for community-based participants
and non-profit groups supporting community energy
development.
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The Role of
Government

he Government of Nova Scotia recognizes that it

has a large role to play in transforming Nova Scotia’s
electricity sector to one that is secure and sustainable.
Government will provide guidance in project development,

approvals and permitting, and access to financing.

Facilitation

We expect the Community-Based Feed-in Tariff
(COMEFIT) to attract participants who need support
developing renewable energy projects. A sustainable energy
planning group will be established by government to help
develop community-based projects. The planning group will
co-ordinate and support the efforts of various departments,
regional development authorities, municipalities, regional
sustainability offices, and non-governmental organizations.
The group will assist with business plans, technical feasibility
studies, grant applications, public outreach, regulatory

approvals, and financing guidance.

Financing

Renewable energy projects usually require a large infusion
of upfront capital, with the expectation of long-term, stable
returns. Many of the organizations eligible for COMFITs
lack experience acquiring this kind of financing. The
province will work with other organizations to develop
financing tools to support community-based renewable
energy projects. Community Economic Development

Investment Funds (CEDIFs) may be one such tool.

Coordinating Approvals

Renewable energy projects, whether large or small,
require permits and approvals from various government
departments and NSPI. A single entry point will assist

citizens and developers. Government has successfully

used a one-window steering committee to manage the
responsibilities of several departments involved in tidal
energy development. As part of the Renewable Electricity
Plan, government will implement a single, public portal
to help developers of other renewable energy projects,
starting with approvals and permits.

Emissions Management

Some renewable fuels, such as biomass, release air
pollutants when burned. Government will determine the
steps needed to ensure that renewable energy contributes
to improved air quality. Biomass comes with its own suite
of emissions. Biomass burned in thermal electricity plants
can interact with pollution control equipment designed for
coal. Government will conduct an analysis to determine
whether operating approvals must be amended to reflect
the characteristics of biomass co-firing.

Local Government

Municipal governments will be on the front lines of the
transformation to renewable electricity. Many renewable
energy projects will be subject to municipal regulatory
authority. For example, the Municipal Government Act
gives municipalities authority to set minimum distances
between wind turbines and residential buildings,
businesses, and public buildings. The province and the
Union of Nova Scotia Municipalities have worked together
to develop model wind turbine bylaws. The province

will continue to work with municipalities to ensure that
renewable energy projects do not negatively impact the
public, and municipal bylaws do not present unnecessary
barriers to cleaner energy development.

Renewable Electricity Plan
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The Role of Government

Federal Government

In some cases, the provincial and federal governments

have overlapping regulatory authority in renewable energy
development. This crops up most often in renewable energy
projects in the marine environment—those involving tidal,
wave, and offshore wind energy. The province will continue
to work with federal authorities to ensure timely permitting
that protects the public interest.

First Nations

The Mi’kmagq have expressed interest in collaborating

on the development of Nova Scotia’s renewable energy
sector. Continuing to build a positive relationship with the
Mi’kmagq is a key priority for the province. Nova Scotia
consults with the Mi’kmaq on all energy projects through
the Mi’kmaqg-Nova Scotia-Canada Consultation Terms of
Reference. All the tools this plan provides—enhanced net
metering, the COMFIT, the tidal array FIT and competitive
bidding—are available to the Mi’kmagq. In addition, the
province has committed to encouraging developers to
engage directly with the Mi’kmagq at the early stages of
project development.

Legislation and Regulations

Measures like the creation of the Renewable Electricity

Administrator and the implementation of feed-in tariffs

require new legislation or amendments to existing laws.

+ Amendments to the Electricity Act will give the UARB
authority to set rates for Feed-In Tariffs, based on
government policies and objectives. The UARB will
continue to oversee and regulate NSPI’s costs and rates.

+ Other changes to the Electricity Act will delegate authority
for managing competitive bids to the new Renewable
Electricity Administrator. Government will retain the

authority to require reporting and audits.

Renewable Electricity Plan

NSPI will continue to manage technical compliance and
commercial relationships with suppliers.

+ Changes to the Renewable Energy Standard Regulations
(to be renamed the Renewable Electricity Standard
Regulations) will entrench the 2015 commitment as a
legislated target, and detail accountability measures to
ensure that it is met or exceeded.

+ After analyzing policy options, new policies or other
tools may need to be created to ensure air emissions from
biomass-derived energy are properly controlled.

+ Upon publication of the Natural Resources Strategy,
and the establishment of a plan for biomass energy,
the province may change requirements for sustainable
harvesting.

Supply Chain Development

Many Nova Scotia suppliers and service companies have
transferred skills from other industries to renewable energy.
Nova Scotia has the largest concentration of companies
specializing in ocean technologies of any province in
Canada. Our offshore oil and gas, aquaculture, fishing, and
national defense industries have created a cluster of more
than 300 firms with specific expertise in ocean mapping,
marine engineering, sub-sea fabrication and installation,
remote monitoring, and safety and survival training in
offshore environments.

Nova Scotia’s emerging renewable energy sector,
especially in the areas of tidal power and wind energy, will
create opportunities for local companies to provide new
goods and services. Potential business opportunities include
assessment and permitting, civil construction and site
preparation, manufacturing and fabrication, installation,
testing, commissioning, inspection, and maintenance.

The province recently awarded a contract to identify
and quantify renewable energy opportunities for fabricators

and suppliers, with results expected later this spring.
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Building a Secure,
Reliable Network

Electricity Transmission and
Distribution in Nova Scotia
Adding more renewable electricity to the transmission
and distribution systems requires careful planning to
maintain system reliability. This is particularly true
because most of the new renewable sources available
to us produce power intermittently. Meeting the 2013
Renewable Energy Standard may require additional
load management techniques and modest investment in
transmission infrastructure. Moving beyond the 2013
standard will require larger transmission investments in
Nova Scotia’s electrical grid. New lines will be needed
to serve remote locations, increased capacity to deliver
new renewable electricity generation and a system that
can deal with the intermittent nature of much of our
renewable energy.

Further analysis will determine whether there
are strategic opportunities in parts of the province
to expand the transmission system. This could create
opportunities for more renewable energy development
in rural Nova Scotia. An upgraded transmission system
could also maximize opportunities for large-scale wind
projects. NSPI will carry out this analysis under reliability
compliance standards set by the North American
Electric Reliability Corporation and the Federal Energy
Regulatory Commission. The analysis will be open for

comment and feedback from stakeholders.

The Role of Imports and Exports
Nova Scotia does not have abundant supplies of
untapped hydro power, but nearby provinces do. One
way to increase the renewable portion of our energy
supply would be to import clean electricity from
Newfoundland and Labrador, New Brunswick, or
Quebec. While not quite local, such imports would be
far cleaner and more secure than the coal and oil we
currently use.

Although only enough renewable electricity is
currently produced to meet Nova Scotia’s needs, there
may be potential to export electricity in the future.
Electricity demand in Nova Scotia is highly seasonal.

In late summer, demand drops as low as 850 MW
(compared to a peak of 2,300 MW in winter). Without
the ability to export excess power in periods of slack local
demand, a significant amount of renewable energy may
be wasted. As production of renewable electricity grows,
the need for an interconnected regional transmission
system to balance the supply and demand will become
more urgent.

Unfortunately, at the moment, Nova Scotia is almost
an island in terms of electricity. A single 345 kilovolt
transmission line, plus two much smaller lines, connect
Nova Scotia with the North American electrical grid.
That’s enough to ensure system reliability at times of
high demand, but well short of what would be needed
to import a major part of Nova Scotia’s electricity needs.
By contrast, New Brunswick has about five times that
capacity in its interconnections with New England and
central Canada. In the future, it will be necessary to

expand our interconnection with New Brunswick.

Renewable Electricity Plan
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Building a Secure, Reliable Network

A recent study by SNC Lavalin concluded that
enhancing Nova Scotia’s transmission grid, and adding
a second interconnection with New Brunswick, would
greatly improve Nova Scotia’s opportunities to import
and export renewable energy. It could also help solve
the problem of how to back up intermittent energy
sources like wind and tidal power. Expanding our
interconnection with New Brunswick would require
expensive upgrades on both sides of the border. Recent
load growth in the Moncton area has further constrained
Nova Scotia’s interconnection with New Brunswick
during system peaks.

The SNC Lavalin study identified a potential

interconnection with New England via a submarine cable.

At this time, this has significant cost implications and
would require further feasibility studies and cooperation
between Nova Scotia and New England.

In the other direction, the development of Lower
Churchill Hydro in Labrador has the potential to provide
clean, low-impact renewable energy imports to Nova
Scotia—but that development is at least six years off.

It would require new transmission lines, including
undersea connections.

Government will continue to explore opportunities
to expand and integrate the regional energy grid in order
to share large hydro and enhanced renewable energy

development with our neighbours.

Renewable Electricity Plan

Smart Technologies

A smart grid delivers electricity using digital technology
to manage a customer’s energy use. For example, a smart
grid could turn on domestic hot water heaters only at
night, when demand is slack and the cost of producing
electricity is low. Smart meters can encourage consumers
to adjust the time they heat water or use energy-gobbling
home appliances—especially if doing so will save them
money. These systems can save energy, reduce costs, and
increase reliability. Experience from other jurisdictions
has shown that smart meters are most effective when
accompanied by time of use rates (price of electricity
depends on the time it is used). Better management of
the electricity system becomes even more important as
more generation comes from intermittent sources.

NSPI will use its share of a multi-million dollar grant
from the federal Clean Energy Fund to install software
and management systems to start testing smart grid
technologies in Nova Scotia. The project will focus on the
integration between smart grid technologies, customer
loads, and intermittent renewable resources. The project
will help the company better understand the effect of
smart grids on customer behavior, and the type of loads

that can be controlled by real-time demand.
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Things This Plan

Does Not Do

lanning involves choices, and in developing this
Renewable Electricity Plan, the government has
chosen not to do several things.

The province has decided to maintain a regulated
electricity marketplace and not open it to competition.
Opening the system to private sales would pose major
challenges for an electrical system that is not well-
connected to the North American grid. Opening the
market would raise difficult questions for those who stay
behind: Who will carry out planning? Who will supply
power when the wind speed drops? Even Ontario—a
province with more energy options than Nova Scotia and
access to lots of energy beyond its borders—has largely
reversed deregulation. If Nova Scotia eventually moves
to regional cooperation and regional system operation,
these choices can be revisited.

Government has decided not to let independent
power producers build all the medium and large-scale
renewable energy projects. In essence, there are two
competing models for selecting new power projects:
UARB regulation of an integrated utility, and competitive
bids by independent producers. However, Nova Scotia’s
lack of a robust connection to the North American grid
limits competition. Without that element, competitive
bids may not be the best model—that was the judgment
in 2001. This plan allows the two models to operate in
parallel. The results will allow government to determine
the best way to balance the development projects in the
future.

Government has chosen not to extend the COMFIT
to larger projects. Just as a commercial farm can produce
vegetables cheaper than a garden patch, an industrial-
scale wind farm can produce electricity cheaper than a
backyard turbine. There are many economies of scale in
renewable power production. Nevertheless, a conscious
decision has been made to encourage small as well as
larger renewable electricity projects. This is partly to
ensure widely dispersed energy sources, and partly to
encourage rural community economic development.

A FIT will result in somewhat more expensive electricity
than open competitive bidding, but it gives these smaller
projects a degree of market certainty.

At this time, there is no solar COMFIT. Although
solar technologies are technically feasible, they still
come at a high cost that could significantly affect
electricity rates if supported by a feed-in tariff. However,
Government recognizes the current value and potential
of solar energy and has included it as a qualifying
renewable resource under the enhanced net metering
program. In several years, the cost of solar technology
will change and solar will likely have a larger role in the
renewable energy mix.

Renewable electricity produced from small local
projects will be slightly higher priced than electricity
from large-scale projects. But since the total amount of
power from COMFIT projects will start out small, the
overall impact on rates is low—estimated at less than
one percent on a typical consumer’s bill. Of course until
the UARB sets the COMFIT rate, and we see how fully it
is taken up, the precise impact can’t be calculated

with certainty.

Renewable Electricity Plan
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Costs and
Benefits

he transition from imported fuels to renewable

electricity and cleaner local fuels will increase power
bills in the short term, but offer lower and more stable
rates in the long run. Not making this transition would
shackle ratepayers to the wild price swings and the relentless
upward march of international energy markets.

And in the long run, this plan is about making life
more affordable—doing nothing would cost more. The
share of NSPT’s overall costs that go to fuel has been
increasing. So has the cost of expensive equipment and
supplies needed to control harmful emissions from coal-
fired power plants. We can keep going down that path and
doom consumers to an unsustainable future, or we can bite
the bullet and make the necessary investments to have a

secure, safe, affordable, and sustainable energy economy.
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Nova Scotia’s electricity rates compare with neighbouring
jurisdictions, but are far more vulnerable to market volatility
and future carbon regulation because of high coal content.
Areas with high green content (e.g. large hydro: Montreal and
Vancouver, at right) are likely to have greater price stability.

Renewable Electricity Plan

How hard is that bullet? Government estimates that
measures in this plan will result in a 1-2% increase annually
on electricity bills. To reach 2015, this would add an average
of approximately $10-$20 annually to the average single
family home electricity bill (closer to $20-$40 if electricity is
used for heating).

NSPI’s 2009 Integrated Resource Plan (IRP) also
estimated the cost of adding more renewable electricity
to the system to be about two percent per year over 2009
electricity rates. Both the 2007 and 2009 IRP studies confirm
that energy efficiency and conservation, in combination
with renewable energy, are the least cost options to meet
energy demand and environmental objectives over the
longer term for Nova Scotians.

In addition, cost increases are anticipated to be
partially offset by reduced consumption as a result of the
demand-side management (DSM) program currently
operated by NSPI, and in future by Efficiency Nova Scotia.

Cost of Energy In North America
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Creating Jobs and Investment in
the Industries of the Future

One goal of the Renewable Electricity Plan is to maximize
the economic benefits of increased renewable energy
generation—to create good jobs and grow the economy.
The investment needed to meet the 2015 commitment

of 25 percent renewable electricity could be as much as
$1.5 billion. Much of this investment will be spent in
Nova Scotia, creating jobs in construction, supply, and
manufacturing—mainly involving wind energy projects.
More of the investment will stay in the province if turbine
blades and towers are also manufactured here. DSME’s
recent decision to manufacture wind towers and blades

at the former Trenton Works plant increases our capacity
for such manufacturing.

Depending upon the amount of work carried out
locally, investment in renewable electricity to meet the 2015
commitment will produce estimated provincial government
revenues of $30-45 million (through direct and spinoff
effects), and employment of 5,000 to 7,500 person-years.

Competitive Advantage of a

Cleaner Energy Mix

Nova Scotia’s dependence on carbon fuels, especially coal and
oil, threatens to become a significant impediment to trade and
competitiveness as carbon tariffs and trade rules proliferate.
By reaching and exceeding GHG reductions targets, and
achieving a cleaner, more diversified supply of energy across
all sectors, the province will be in the optimum position to
maintain stable, competitive energy costs. That will help Nova
Scotia businesses compete in world markets. And Nova Scotia
goods and services will remain attractive for purchasers and

consumers wanting to reduce their carbon footprint.

Costs and Benefits

Reduced Greenhouse Gas Emissions
and Improved Air Quality

Current methods of electricity generation produce 50
percent of Nova Scotia’s greenhouse gas emissions, and the
vast majority of our air pollutant emissions.

The 2008 Nova Scotia Wind Integration Study
estimated that the addition of 311 MW of installed wind
power capacity might avoid $8 to $9 million in GHG
emission costs. With an increase to 581 MW of installed
wind capacity, avoided GHG costs have the potential to
impact electricity rates by 2-3%.2

This Renewable Electricity Plan displaces fuels like
coal and oil with reduced-emission renewables and cleaner,
locally-produced natural gas. The result: cleaner, healthier

air, and reduced costs for everyone.

2 Estimates are based on the assumptions made in Nova Scotia Power’s
2007 Integrated Resource Plan that carbon would be subject to an

additional price.

Renewable Electricity Plan
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Implementation

he Renewable Electricity Plan introduces policies
that are new to Nova Scotia. Some steps can be
taken right away. Others will take time to implement.

New programs and rules also require periodic review to

ensure they meet policy objectives.

Steps to implement and monitor this plan include:

+ The Minister of Energy will introduce legislation
during the spring 2010 session of the legislature.

+ Cabinet will implement regulations this summer, after
consultation.

+ The UARB will hold public hearings to set various
FIT rates.

+ After publication of the Natural Resources Strategy, the
province will review the biomass standards established
by this plan.

+ Government will develop a strategy to maximize
economic and environmental benefits from the
transition to cleaner, more renewable and secure
energy supplies. The strategy will provide a framework
for plans involving energy conservation, efficiency,
and demand management; space heating and water;
transportation energy use; and natural gas.

+ Government will review the COMFIT program in 2012.

Renewable Electricity Plan
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INTRODUCTION

Update and Preliminary Guide

on Renewable Electricity in

Nova Scotia: Renewable Electricity
Plan Implementation’

The Province of Nova Scotia enacted renewable energy regulations on
October 7, 2010 that will increase the amount of renewable electricity
produced in Nova Scotia.

These regulations will improve Nova Scotia’s energy security and help
bring price stability to our province. In addition, the regulations open the
door for new opportunities for homeowners, municipalities, co-operatives,
not-for-profit groups, and others.

This guide helps explain the new law in Nova Scotia related to renewable
electricity, and explains how Nova Scotians are benefitting from this

greener approach.

CONTENTS

1.0 Backgroundand Overview. .........c..couiiiiiiiiiiiiinienennanennns 2
2.0 Howthe SystemWillWork.........coooiiiiiniiiiiii i, 6
3.0 Regulations Consultation Feedback............................... 14

'NOTE: In an event where details in this document are in conflict with the regulations the regulations will prevail.
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RENEWABLE ELECTRICITY PLAN IMPLEMENTATION

1.0 Background and Overview

In April 2010, the Government of Nova Scotia
released its Renewable Electricity Plan to support
and encourage increased development of
renewable energy resources for electricity
generation. The plan sets out a detailed path

for the province to gradually move away from
predominately coal-fired electricity to energy
sources that are more: local, clean, secure, and
sustainable. In 2011, about 14% of our electricity is
expected to come from renewable sources, while
another 10-13% will likely come from cleaner
burning natural gas. But that leaves about 75%

of the province’s electricity supply coming from
imported fossil fuels—largely from coal. Over-
reliance on a single fuel source weakens energy
security and binds the province to the volatile and
upward trend of international fuel prices, draining
wealth from the local economy. Additionally, the
burning of fossil fuels and resulting air emissions
also have a negative impact on public health and
the environment.

After conservation and efficiency, renewable
electricity—and particularly larger projects
present the economies of scale to help us meet
our energy goals. Renewable electricity resources
are sustainable—coming from sources that can be
naturally replenished, such as rivers, tides, wind,
sunshine, plants and forests. The development of
these resources also presents opportunities for local
job creation and other economic benefits in rural
communities.

The Plan

The Renewable Electricity Plan sets out a detailed
path for achieving the target of 25% renewable
electricity supply by 2015 and establishes an
ambitious goal for 2020 to have 40% of Nova
Scotia’s electricity supply (sales) produced from
renewable resources.

To achieve the 2015 goal, the plan provides
new opportunities for all Nova Scotians, from

Nova Scotia Power (NSPI) and large independent

power producers, to community organizations and

committed citizens, to build renewable electricity
projects. These opportunities include:

» An enhanced net metering program allowing
customers to be paid for a modest amount of
excess electricity produced from a renewable
electricity project.

» Roughly 100 megawatts (MW) of renewable
electricity projects to be supplied through
community-based feed-in tariff (COMFIT).

» Facilitation support to help communities who
want to better understand the technical, financial
and regulatory work needed to develop these
projects.

 Feed-in tariffs (FIT) for developmental tidal
projects.

o A Renewable Electricity Administrator to manage
independent power producer (IPP) competitions
for medium and large-scale renewable electricity
projects.

2 UPDATE AND PRELIMINARY GUIDE ON RENEWABLE ELECTRICITY IN NOVA SCOTIA
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Implementation — What's
been done to date

Since its release in April, government has

been working towards implementing the new
commitments, tools and actions established by
the plan. In the past months, several milestones
have been achieved:

May 2010

Legislation: Legislative amendments were made to
the Electricity Act providing the legal foundation for
actions established by the plan.

Draft regulations: Draft regulations were released
on May 31, 2010 for public comment.

June/July 2010

Consultation: A province-wide public consultation
process was conducted in June and July to receive
feedback on the regulations. Fifteen sessions were
held around the province, as well as stakeholder
specific meetings with Department of Energy
officials to discuss the plan and draft regulations.
All stakeholders and the public were invited to
submit written feedback on the draft regulations.
Submissions were received from a broad range

of stakeholders, including industry, not-for-profit
groups, community-based groups and members
of the public. This process enabled government to
identify issues and gather detailed technical advice
prior to finalizing the regulations.

August/September 2010

Regulations finalized: Consideration and analysis
of issues raised during the public consultation
process was completed and the draft regulations
re-drafted and finalized for approval.

October 2010

Proclamation of legislation and enactment of
regulations: Amendments that were made to the
Electricity Act will be proclaimed and the approved
regulations enacted. This enables actions and
programs under the Renewable Electricity Plan to
proceed, including the enhanced net metering
program and COMFIT.

Implementation— Next
steps

The amendments under the Electricity Act and

new Renewable Electricity Regulations provide

the legislative framework to put many of the
commitments and tools of the plan into action, in
particular the setting of FIT rates. Over the course of
the fall, the following steps will take place:

Consultation with the Mi’kmaq of Nova Scotia
Nova Scotia consults with the Mi'kmaq on all
energy projects through the Mi’kmag-Nova Scotia-
Canada Consultation Terms of Reference. The
province is working with the Mi'kmaq to facilitate
the development of renewable electricity projects
in their communities and has made an agreement
with the Assembly of Nova Scotia Mi'’kmaq Chiefs
to provide funding for the development of a
renewable energy strategy specific to the Mi'kmagqg
community.

Discussions are also ongoing with respect to
current and future renewable electricity projects
and policy development. The regulations are
expected to be amended following the completion
of consultations with the Assembly.
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Setting of FIT rates

The regulations provide the legal framework and

guidance for the Utility and Review Board (UARB)

to conduct a public process to determine the rates

for COMFIT and developmental tidal FIT projects.

The process is expected to include the following

elements:

« Public notice of process following proclamation
of regulations—early October

 Technical sessions with the UARB’s expert
consultant

o Written submissions

o Draft rates

o Written questions and answer (Information
Request—IR) process

o Final submissions and final proposed rates

» Board hearing—likely early 2011

 Board decision—Ilikely spring 2011

Applications Accepted by Nova Scotia
Department of Energy

The Department expects to begin accepting
applications shortly after the UARB sets the final
COMFIT rates. A firm date to begin accepting
applications will be announced in advance.

Design of Renewable Electricity Administrator
Functions and Process

The Renewable Electricity Administrator (REA) is

an independent authority that will oversee the
competitive bidding process for medium and
large-scale IPP projects. Legislation and regulations
gives the REA authority to issue a call for bids on
renewable electricity projects, evaluate proposals
and award contracts to the successful bidder(s).
Further consultation with key stakeholders will
ensure the implementation details are developed in
a manner that is acceptable to all parties.

Facilitation Initiatives

A new website, nsrenewables.ca, is being
established to provide basic information on the
new renewable electricity opportunities and to
accept applications for the program. The website
will be the centre of the new one-window
application process for COMFIT and medium to
large-scale IPP projects. The website will include
regular newsletters updating people on the
development of the programs. All those interested
in participating in any of the three initiatives should
sign up for the newsletters on the website.

In addition to the Department of Energy’s
renewable electricity responsibilities, the
Department intends to build community-based
expertise, so they may in turn help inform and
advise their communities on best practices
for building successful projects. A Request for
Proposals (RFP) on how to develop the training
modules and information packages will be released
shortly.

Filing of Enhanced Net Metering Program
NSPI will submit the details of the new enhanced
net metering program to the UARB by November
1,2010. A stakeholder process and hearing on
the program is expected to take place in early
2011. Upon approval, NSPI will begin accepting
applications for enhanced net metering projects.
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Policy Development and Consideration of
Other Regulatory/Legislative Changes

The province continues to work on a strategy for
cleaner energy, of which the Renewable Electricity
Plan is one component. The plan was developed
to address renewable resources that could be
used solely for electricity generation. However, it is
recognized that there are very desirable alternate
energy resources that are not strictly renewable,
but may still be reasonably defined as “clean.”

For example, the Halifax Regional Water
Commission pumps water using electricity from
the grid. At various points in the system, the water
pressure needs to be reduced. This reduction
opens the opportunity to capture waste energy
and use it to generate electricity. Another example
would be using biomass from land clearing or land
maintenance. This does not meet the definition
of “sustainable” because there is no intention to
re-grow the biomass. But, using this waste biomass
for the production of heat and electricity is another
example of making efficient use of waste.

Another key component of the new policy
work this fall is support for energy efficiency,
conservation and demand management. Efficiency
Nova Scotia is the new independent agency
set up to deliver electricity conservation and
efficiency programs. However, the government will
retain responsibility for the funding and design
of programs to save energy. New policies and
programs are under development in the area of
non-electricity energy conservation and efficiency.

As policy is developed, new legislation and/
or regulatory changes may be required to ensure
appropriate support and regulatory oversight.

18-Month Review
The Renewable Electricity Plan provides new
programs and opportunities for Nova Scotia.
Electrical grid technical limits are being pushed;
communities will soon be exploring the challenge
of moving from being interested in project ideas
into taking the steps required to achieve these
objectives. Government will modify the rules,
regulations and processes as necessary.
Government will review and analyze the
progress of the plan with a specific focus on
the COMFIT program within 18 months of
implementation. The 2012 review will determine
whether the regulations are appropriately
supporting the target of reaching 25% renewable
electricity supply by 2015. The review will also
determine whether other objectives such as
increased development of renewable electricity
projects at all scales and establishing a more
diverse energy mix, including the sustainable use
of biomass for electricity generation, are met. The
COMFIT, in particular, is a new opportunity for Nova
Scotians to participate in renewable electricity
development and it's important that the program
successfully assists in the creation of sustainable
communities. The review will help determine
whether the current structure of the COMFIT
is successful in supporting community-based
projects.

UPDATE AND PRELIMINARY GUIDE ON RENEWABLE ELECTRICITY IN NOVA SCOTIA 5
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2.0 How the System Will Work

Enhanced Net Metering

What s it?

Net metering is a utility-led program that allows a
consumer to meet their annual electricity needs
with a low impact renewable electricity generation
facility of up to 1 Mega Watt (MW) capacity. The
facility must be connected to the distribution grid
through a meter that measures electricity flows

in two directions. The new enhanced program

will allow customers to supply electricity to
multiple meters under one account within a single
distribution zone.

Net metering customers will receive payment
for any amount of excess generation based on their
retail rate. NSPI will develop and administer this
new program and provide payment to customers
at their retail class rate for any overall surplus
electricity produced on an annual basis.

The enhanced net metering program will
provide Nova Scotians with a tool to meet their
own electricity needs from renewable sources
while offsetting the cost of making their home or
business more sustainable.

Who qualifies to participate?
Everyone—individuals, businesses and community/
not-for-profit groups.

What projects are eligible for the enhanced
net metering program?

The enhanced net metering program is open to
generators using low-impact renewable resources
up to T MW in project size connected at the
distribution system level. Qualifying low-impact
fuel sources include:

« Solar energy

e Wind energy

 Run-of-the river hydroelectric energy

» Ocean-powered energy

« Tidal energy

o Wave energy

e Biomass

 Landfill gas

When can | get started?

NSPI is required to file the details of the enhanced
program with the UARB by November 1, 2010. To
keep up to date with program developments, you
should subscribe to the Department of Energy’s
newsletters. Please visit www.nsrenewables.ca to
view and subscribe for news releases.

Transitional Issues

Projects that are currently connected (as of the
date of the proclamation of the Electricity Act
amendments) as part of the NSPI Net Metering
Program will qualify for the provisions of the
Enhanced Net Metering Program. However, as the
COMFIT program is designed to encourage the
development of new renewable electricity sources,
current net metering projects will not qualify for
the COMFIT program. (See next section.)
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Community-based Feed-
in Tariff (COMFIT) and
Developmental Tidal Rate

What is it?
The COMFIT is an opportunity to receive an
established price per kilowatt hour (kWh) for
projects producing electricity from qualifying
renewable resources. It is intended to encourage
and support the development of renewable
electricity projects by community-based groups
such as municipalities, First Nations, co-operatives
and not-for-profit groups. The focus on community-
based projects is designed to ensure that projects
are rooted in the community and investment
returns remain there.

Projects will be connected to the grid at
the distribution level. The province’s current
distribution capacity is roughly 200 MW, but
changes as new customers are added or removed.
Some of that capacity is located in areas that are
not well suited for development. Therefore, the
Province is expecting roughly half that capacity
may be used, or about 100 MW. Each distribution
connection has its own capacity that is set by the
size of the electricity demand or load that it serves.

Who qualifies to participate?
Projects qualifying for the COMFIT must be owned
by one or a combination of the following entities:

Municipality or wholly-owned subsidiary of
that municipality: The project must be located
within the boundaries of the municipality or
the boundaries of an immediately adjacent
municipality.

Mi’kmagq band councils and the business
enterprises they control.

HOW. THE S¥sTEM wiL

-
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Co-operatives: The majority of members must
reside in Nova Scotia with at least 25 members
residing in the municipality where the project is
located.

Not-for-profit: The majority of members must
reside in Nova Scotia with at least 25 members
residing in the municipality where the project is
located.

Community Economic Development
Corporation: At least 25 of the shareholders or
members must reside in the municipality where the
project is located.

Universities

An entity that uses the heat from combined heat
and power biomass facilities

What projects are eligible to apply for the
COMFIT program?

The COMFIT program is open to new sources of
generation. All new generators using the following
low-impact renewable fuel sources are eligible:

o Wind

» Biomass—combined heat and power facility

e In-stream tidal—small-scale

 Run-of-the-river hydroelectricity

What projects are eligible to apply for the

Developmental Tidal program?

« In-Stream tidal devices in single units of .5 MW or
greater or in arrays

o There are no ownership restrictions for eligibility

UPDATE AND PRELIMINARY GUIDE ON RENEWABLE ELECTRICITY IN NOVA SCOTIA 7
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How do | get started?

1. LEARN ABOUT THE PROGRAM
AND REGISTER YOUR PROJECT

For information and eventual registration for
the COMFIT program, please visit the following
websites:

Department of Energy: To apply for the COMFIT
program, registration with the Department of
Energy is required. This site will also provide
detailed information and guidance on COMFIT
projects. Please visit www.nsrenewables.ca. Until the
program is up and running (projected for spring
2011), the site will act on an information-only basis.
However, potential applicants can keep up to date
on development of the program by subscribing

to a planned series of newsletters. Information

on subscriptions is on the www.nsrenewables.ca
website.

Nova Scotia Power: To learn more about technical
and interconnection requirements for renewable
electricity projects, please visit their website for
contact or other information www.nspower.ca.

2. DEVELOP YOUR PROJECT CONCEPT

AND DETAILS

All potential project participants should understand

the details and requirements of their project

before submitting an official application to the

Department of Energy/One Window Committee.

Potential applicants should gather preliminary

information related to their proposed project,

including:

 Project location—Where will the project be
located and who owns the land?

o Technology—What type of technology are you
planning to use?

RENEWABLE ELECTRICITY PLAN IMPLEMENTATION

e Preliminary assessment

- What is the renewable resource availability in
this area?

- Are there any known environmental issues?
(i.e. protected areas, endangered wildlife/
habitats, etc.)

— Who should be consulted—Aboriginal
community, municipality, local citizens, other
potentially affected stakeholders?

 Consultation with NSPI—What is the distribution
level capacity available at your project location?

3. PLAN AND DESIGN YOUR PROJECT
All renewable electricity project applications for
the COMFIT will be required to submit specific
information in their application, which is intended
to ensure that the project is well planned and
designed. It is recommended that potential
applicants start to consider gathering the following
information as it will eventually be required for the
application submission:

Project proposal: Applicants will be required to
summarize the details of the proposed project,
including the type of generation facility and the
community where it is to be located.

Financial/business planning: The economic
viability of your proposed project plays a key role
in the approval of your application. A number of
steps are required to ensure that the project is
well planned and financially sound. Applicants will
be required to build a business case that includes
consideration of the following information:

- An assessment of the resource—For example,
what is the average wind speed in your area and
how consistent is it, or what biomass is available
and is it being harvested in a sustainable manner?
What is the quality of the resource and price of
using the resource for a renewable electricity
project, etc.?
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— Demonstration of financial viability of the
project—For example, if your upfront capital
costs, including legal, accounting, equipment and
construction, are 'x’and your project is expected to
last for 20 years potentially with annual operating
costs of 'y’ while your annual revenue is ‘z, does all
this add up to a surplus (profit) or a deficit (loss)?

Community/public engagement: Community
and public support will be very important to the
success of your project. It is critical to find out well
in advance if the members of your community
generally support the development of your
renewable electricity project. At this early stage, an
applicant may want to notify nearby landowners
of the proposed project location, place a notice

in a local newspaper, and/or hold a community

meeting. Proof of community/public engagement

must be demonstrated and can be done a number
of ways, including:

— A municipal resolution indicating support from
the municipality and location where the project is
proposed.

— Letters or other written evidence of support for
the project from members of the community
where the project is proposed.

Aboriginal engagement: It is also important very
early in the process to contact the local Mi’kmagq
communities and the office of the Assembly of
Nova Scotia Mi’kmaq Chiefs to inform them that
you are planning a project, and begin a dialogue
with them to identify any concerns or interests that
may arise. This could include potential Mi'kmaq
interest in participation as owners, investors, or
suppliers. Applicants should demonstrate an
acceptable means to engage those communities.
Please review “The Proponent’s Guide:
Engagement with the Mi'kmaq of Nova Scotia”
at www.gov.ns.ca/abor/officeofaboriginalaffairs/
whatwedo/consultation for more information about
appropriate engagement practices.

Municipal engagement: Project activities could
impact local communities with respect to building
and operating generation facilities and any
associated transportation/servicing infrastructure.
It is important that municipalities are kept informed
regarding new project planning and development.
An applicant should demonstrate knowledge and
understanding of the municipal by-laws that apply
to the project and a commitment to comply with
them.

More information on by-laws and appropriate
engagement with municipalities can be obtained
from the Union of Nova Scotia Municipalities
(UNSM) at www.unsm.ca, Service Nova Scotia and
Municipal Relations (SNSMR) www.gov.ns.ca/snsmr/
muns, or your local municipal office.

Environmental issues and interests: Depending
on the details of your project, different
environmental requirements may need to be

met. In the case of larger projects, there may

be environmental assessment requirements

as well. Applicants should identify potential
environmental issues and demonstrate knowledge
and understanding of the type and scope of
environmental approvals for the project, including
a statement of the environmental impact of

the project.

The Departments of Energy and Environment
are working on a separate Guide to Environmental
Standards and Practice with respect to Renewable
Electricity Projects. In addition to the environmental
aspects unique to an energy project, proponents
may find they have environmental issues similar to
any construction project with respect to land.

For more information on provincial
environmental approvals, please visit Nova Scotia
Department of Environment’s website at
Www.gov.ns.ca/nse/resources/permits.asp#nse.
approvals.
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Heritage/archaeological interests and issues:
Applicants must determine whether a proposed
project may have an impact on cultural or
archaeological heritage. An applicant will be required
to demonstrate knowledge of requirements for an
archaeological or heritage site review. To ensure
that this type of review does not potentially affect
the development of the project, applicants should
include a plan for completing the review with cost
and timing implications for the project if required.
For more information on heritage/
archaeological reviews, please visit Nova Scotia’s
Department of Tourism and Culture’s website at
www.gov.ns.ca/tch/heritage_specialplaces.asp.

NSPI requirements: It is recommended that
applicants enter into early discussions with NSPI to
identify whether a proposed project is located at
a suitable grid connection point and to learn what
studies will be required to determine feasibility
and potential interconnection opportunity. At
this point NSPI can perform a preliminary review
required to start the process for entering the
distribution level interconnection queue.

Applicants will be required to demonstrate
evidence of discussions with NSPI on the
technology requirements for the project,
availability of distribution level system capacity
and understanding of the technical studies and
related costs required for the project.

m RENEWABLE ELECTRICITY PLAN IMPLEMENTATION

Compliance with eligibility: Applicants must
provide evidence that they qualify as one of the
entities eligible for the COMFIT and that their
project is for one of the qualifying technologies.
(See section, “Who qualifies to participate?”)
Normally a copy of the legal documents
establishing the organization will be required

for business and not-for-profit organizations. For
universities, municipalities or First Nations Bands, it
will be self-evident that they are qualifying entities
and the applicant form will recognize that.

Land ownership: Applicants should ensure that
they are certain of land ownership where a project
is proposed. An applicant should demonstrate their
knowledge of land ownership and access issues for
the proposed project site.

Biomass fuel procurement plan: Projects

that include the use of biomass for electricity
generation must be accompanied by a biomass
fuel procurement plan. Applicants should outline
how they intend to ensure that their fuel supply
will meet sustainable harvesting requirements.
The Department of Energy will work with the
Departments of Natural Resources and Agriculture
on Guides for Biomass Fuel Procurement.

Regulatory approvals/permit requirements: |t
is recommended (not mandatory) that applicants
research and learn about what potential approvals
and permits may be required from provincial

and regulatory authorities in addition to those
mentioned above.

10 UPDATE AND PRELIMINARY GUIDE ON RENEWABLE ELECTRICITY IN NOVA SCOTIA



NSPI Net Metering Regulation 3.6 Reply Submission Appendix B Page 13 of 20

RENEWABLE ELECTRICITY PLAN IMPLEMENTATION HO.MI THE SYSTEM WILL

4. SUBMIT YOUR COMPLETED
APPLICATION TO DEPARTMENT OF
ENERGY/ONE-WINDOW COMMITTEE
The COMFIT program is expected to commence
in the spring 2011. Once the COMFIT rates

are established and the website is ready to

accept applications, applications can be filed
electronically at www.nsrenewables.ca. To keep up
to date on program and application requirement
development, visit the website: www.nsrenewables.ca
and subscribe to our newsletters.

5. GET YOUR PROJECT CONNECTED
Once a project is approved through the One
Window Committee process, an applicant will need
to contact NSPI to receive permission to officially
enter the distribution interconnection queue. A
series of studies and activities will be required to
establish connection costs and ensure that project
development milestones are reached to achieve the
scheduled construction and operation dates. NSPI
is currently streamlining and creating guidance

for its interconnection process for COMFIT. The
Department of Energy newsletters will keep you

up to date as NSPI finalizes this part of the process.
A standard power purchase agreement (PPA) for
the approved COMFIT rate will be awarded to
successfully completed project applications.

6. TRANSITIONAL ISSUES

A number of proponents may have already
submitted project applications to NSPI for access to
the distribution system. If these projects are already
under contract with NSPI through a PPA, they will
continue to hold their place and will be paid under
the PPA and NSPI will count their output under

the provisions of the old regulations. If there is no
contract in place and an applicant intends to qualify
under the COMFIT, they must first go through the
COMFIT application process.

’\ ' \ .
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COMFIT Payment

Fixed prices for qualifying COMFIT technologies

and classes will be set through a process conducted

by the UARB beginning this fall and ending with a

hearing in mid to late winter. During this process,

the UARB will evaluate the cost of developing

these projects based on evidence-based data,

expert opinion and stakeholder submissions. In

determining the appropriate COMFIT rate, the UARB

may take into consideration the following matters:

e Depreciation

 Cost of labour and supervision

» Necessary work capital

» Organization expenses

« Overheads in respect of engineering,
superintendence, legal services, taxes and
interest during planning and construction

o Costs of land acquired

« Costs to interconnect the generation facility with
the electrical grid

e Return on investment

o Other matters deemed appropriate by the UARB

UPDATE AND PRELIMINARY GUIDE ON RENEWABLE ELECTRICITY IN NOVA SCOTIA 11
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COMFIT Payment Differentiation
COMFIT rates will be differentiated by technology
type and in some cases, project size to ensure that
policy objectives of the Renewable Electricity Plan
are addressed appropriately. Establishing individual
rates for different technologies and project sizes can
help ensure that a broader diversity of projects are
developed in a wider variety of technology sectors
without significantly impacting electricity rates.
COMFIT rates can be set at different levels to

account for differences in the relative costs of each
technology type. For example, wind power projects
may be awarded a lower FIT rate than tidal projects
due to the significant difference in their respective
costs. Similarly, some micro-scale projects may
require a higher COMFIT rate because they cannot
benefit from economies of scale experienced
by larger projects. These smaller projects are
recognized as potentially offering significant
community and economic benefits as the smaller
scale may result in more uptake. To address this
issue, the UARB has been directed to establish rates
for the following wind and tidal generator classes:
e Wind

— devices of 50 kW or less

- devices of more than 50 kW
o Tidal

- small-scale in-stream tidal devices

- run-of-the-river hydroelectricity devices

- developmental tidal array projects (receive

special FIT rate)

The developmental tidal array FIT is intended to
support developmental tidal projects connected
at the transmission level. In determining the
appropriate FIT rate, the UARB will take into
consideration the costs for the manufacturing,
deployment and operation of the developmental
tidal array. Allowances will not be made for costs
covered or reimbursed through government
funding or for interconnection to the grid.

RENEWABLE ELECTRICITY PLAN IMPLEMENTATION

Competitive Bidding

What is it?

Medium and large-scale renewable electricity
projects will be split evenly between NSPI and IPPs.
600 GWh is allocated to these larger, transmission-
level connected projects to be split equally
between IPPs and NSPI. The reason for the split is
to better understand whether a regulated rate-
of-return utility model or a competitive process
delivers best long-term value for Nova Scotians.

During this test phase, IPPs will compete for
projects under their allocation of 300 GWh in
a bidding process managed by the Renewable
Electricity Administrator (REA). When NSPI requires
more renewable electricity to meet the 2015 target,
it will request that the REA issue a call for bids.

The REA will oversee the competition by calling
for bids, evaluating bid submissions and selecting
winning projects.

Medium and large-scale projects have the
potential to provide the greatest amount of
electricity at the lowest cost due to economies of
scale. Competitive bidding will ensure that the
cost of electricity from these projects is competitive
and reasonable. Oversight by the REA will also
help ensure that the bidding process is transparent
and fair.

Who qualifies to participate?
Independent power producers (IPP) with projects
located in Nova Scotia.
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How do | get started? Role of the REA

Further policy development regarding the role
1. LEARN ABOUT IPP COMPETITIVE and responsibilities of the REA is underway.
BIDDING IN NOVA SCOTIA Government will be consulting with affected
Although the competitive bidding process has stakeholders to determine the recommended
been used in the past for IPP renewable electricity competitive bidding process for IPP renewable
projects, the addition of the REA is new and has electricity projects.

changed aspects of the bid process. To learn more
about the process and the role of the REA as it is
developed, please visit the Department of Energy’s
website www.nsrenewables.ca.

2. STAY INFORMED OF CALLS
FORBIDS

The REA will issue a call for bids for renewable
electricity projects when it is determined that
more renewable electricity supply is required to
meet the 2015 target. The call for bids may vary in
terms of project size, location or technology type.
To stay informed about upcoming calls for bids,
please subscribe to the Department of Energy’s
newsletters. To subscribe, visit www.nsrenewables.ca.

3. DEVELOP YOUR PROJECT DESIGN
AND DETAILS

All renewable electricity bids under the competitive
bidding process will be required to include specific
information related to the technical, environmental
and financial feasibility of their project. The

specific criteria for project evaluation are under
development. To stay informed about criteria
development, proponents should subscribe to the
Department of Energy’s newsletters. To subscribe,
visit www.nsrenewables.ca.
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3.0 Regulations Consultation Feedback

The province released draft regulations regarding
renewable electricity on May 31, 2010 for public
feedback. To receive feedback on the draft
regulations, a province-wide public consultation
process was conducted in June and July.

Who was consulted?
15 public consultation sessions were held across
the province in the following locations:
Ambherst, Antigonish, Bridgewater, Dartmouth,
Digby, Guysborough, Halifax, Halifax Université
Sainte Anne, Kentville, Liverpool, New Glasgow,
Sydney, Truro, Port Hawkesbury, Yarmouth.

These sessions were open to everyone
interested in attending and were intended
to provide an opportunity for all members of
the public to learn more about the Renewable
Electricity Plan and draft regulations and provide
useful feedback. Individuals that did not attend
the regional sessions also had the opportunity to
provide written comments and feedback.

A wide range of stakeholders participated
in this process, including industry, not-for-profit
organizations, community groups, municipalities
and members of the public. In addition to the
regional sessions, stakeholder specific meetings
were held with groups involved in the renewable
electricity sector, including the municipal electric
utilities, forest products sector, the ocean energy
sector, the Union of Nova Scotia Municipalities,

numerous environmental and potential developer

groups, and NSPI.

What was the feedback?

Many viewpoints were expressed during the
consultation process through discussion and
written feedback. Following is a summary of the
major issues discussed:

COMFIT

There was broad support for the COMFIT program
and tools to support community-based projects.
Several perspectives were presented on how
“community” should be defined in order to qualify
for the COMFIT. Suggestions ranged from very
narrow to very broad definitions.

Some stakeholders felt that the COMFIT
program could be more comprehensive to include
a broader range of renewable technologies and
qualifying generators. Stakeholders also indicated
that COMFIT rates should recognize the differences
in project viability resulting from different
technologies and economies of scale.

Advice taken: Generally the new regulations
support broad definitions of community
participation and control. The argument was made
that Nova Scotia is too small to support overly
restrictive rules on who can invest. The need for
demonstrated community support—a minimum
of 25 community members and sale of shares to
Nova Scotians—should ensure community benefits
are real.
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Advice not taken: The requests for a broader
definition of qualifying technology (eg. solar
electricity) were not accepted. The Renewable
Electricity Plan noted that solar photo-voltaic
technologies are expected to drop in price in the
future. It was decided to wait until they become
more economic before supporting wide-spread use.
Advice to open up the COMFIT for all businesses
rather than just community-based ones was not
accepted. The distribution level capacity is limited
and the Renewable Electricity Plan is designed to
support communities first.

MEDIUM AND LARGE-SCALE
PROJECTS

Most IPPs supported the allocation of 300 GWh
specifically for IPP projects and were pleased to
have the increased transparency provided with the
creation of the REA.

Advice taken: The regulations proceed with the
independent Renewable Electricity Administrator
function with the requirement that the entity to
be contracted for this function have significant
technical and financial competence.

Advice not taken: A number of proponents
suggested the cap be lifted or the share allocated
to NSPI also be part of a competitive bid process.
The division and limit was specifically designed to
test the proposition of which system delivered best
value. After seeing the results, the Province will
decide which model to follow in the future.

BIOMASS FOR ELECTRICITY
GENERATION
It was pointed out that the most efficient use of
biomass is through combined heat and power
(CHP) projects, but development of these projects
is most viable when owned and operated by a
generator that has direct access to a biomass fuel
source, such as sawmills or agriculture operations.
Forest product stakeholders signaled that
some CHP and co-firing projects may use wood
waste or residue as a fuel source. Questions were
raised about how this type of biomass would be
accounted for under the biomass cap for electricity
generation and what types of sustainability
requirements would be established.

Advice taken: The argument for a close linkage
between the use of the heat and the combined
heat and power generation facilities has been
accepted. Whether forest or agriculture biomass,
where the entity that consumes the heat is also the
entity that generates the heat and power, they may
also qualify for the COMFIT. They must also follow
the other rules.

Advice not taken: Some stakeholders rejected the
idea of using biomass for electricity. The question
is mainly one of sustainability. There is global
regulatory acceptance of biomass if it is harvested
in a sustainable manner. By requiring that biomass
used for electricity also be used for the surplus
heat, Nova Scotia will ensure that biomass is used
efficiently.

UPDATE AND PRELIMINARY GUIDE ON RENEWABLE ELECTRICITY IN NOVA SCOTIA 15



NSPI Net Metering Regulation 3.6 Reply Submission Appendix B Page 18 of 20

B ]

' REGULATIONS c@éy’-unlou FEEDB

v 9

RENEWABLE ELECTRICITY PLAN IMPLEMENTATION

1 !
ACK

ALTERNATE CLEAN ENERGY
SOURCES

Some stakeholders suggested that there are
significant opportunities to use solid waste,
sewage sludge, construction waste, and other
alternate sources of energy that may be used as
energy feedstocks if done in an environmentally-
acceptable manner.

Advice taken: Government understands that

there could be significant opportunities for these
other alternate sources of energy that may not be
considered renewable, but may be defined as clean
if used in an environmentally-acceptable manner.
More time is needed to understand the potential of
these resources. Options are being evaluated and
will likely be brought forward under the broader
Clean Energy Strategy.

Advice not taken: At this time, only low-impact
renewable electricity resources are included under
the regulations. Alternate sources as described
above are not included at this time.

In what other ways was the feedback

addressed?

Stakeholder feedback enabled government to

gain further technical advice prior to finalizing the

regulations. Issues identified by stakeholders during

the consultation process were further analyzed

and changes made to the draft regulations to

incorporate pertinent feedback related to:

« Definition of community

» The need for different COMFIT rates according to
technology and project size

e The need for a COMFIT specific to CHP projects

 Permissible biomass and how waste/residual
biomass will be managed

Some of the input and feedback received during
the consultation was significant, warranting more
time for further research, analysis and consideration
before decisions could be made on how to provide
policy and/or regulatory support. Issues related

to efficiency, conservation and energy from waste
are being evaluated further and may be more
appropriately addressed under the broader Clean
Energy Strategy.

The 18-month review will provide an
opportunity to further evaluate and consider
additional feedback related to broadening of
the COMFIT, appropriate project size for the
developmental tidal array FIT, and sustainability
requirements for agricultural biomass.

Some of the feedback received was determined
to be out of the policy scope at this time in relation
to the focus, objectives and goals of the Renewable
Electricity Plan.
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www.gov.ns.ca/energy



