A Nova Scotia
‘ POWER energy everywhere.’

An Emera Company

September 30, 2011

Nancy McNeil

Regulatory Affairs Officer/Clerk

Nova Scotia Utility and Review Board
1601 Lower Water Street, 3 Floor
P.O. Box 1692, Unit “M”

Halifax, NS B3J 3S3

Re: DSM Cost Recovery Rider (E-ENSC-R-10)

Dear Ms. McNeil:

Nova Scotia Power Inc. recovers the costs of DSM programming on behalf of Efficiency
Nova Scotia (“ENS”). Consistent with the Board’s approval of ENS 2012 Demand Side
Management (DSM) Plan and regulatory schedule, attached for approval are the
proposed ENS DSM Cost Recovery Rider (DCRR) and DSM Cost Recovery Rider Balance
Adjustment (DCRR BA) charges by rate class to be in effect for billing purposes from
January 1 through December 31, 2012.

The DCRR and DCRR BA charges for 2012 have been developed in accordance with the
Board’s August 31, Amended 2009 DSM Order, specifically:

1. The cost allocation methodology, set out for use in a three year period 2010 to
2012 in the approved DSM Settlement Agreement, has been used to determine
the DSM costs assigned to each rate class.

2, The cost of service-based load determinants by rate class used in allocation of the
2012 DSM program costs associated with system benefits are derived from the
2012 load forecast filed by NSPI on August 31°". The applied load determinants
replaced the 2009 Compliance Filing COSS-based determinants used in the
calculations of preliminary program cost allocation filed by ENS on February 28,

" The load shape class determinants from the 2012 FAM load forecasts have been applied by NSPI in its
update to revenue requirement (section 11.1) filed in its reply evidence on September 13, 2011.

Nova Scotia Power Customer Service nspower.ca
PO Box 910 1.800.428.6230

Halifax, Nova Scotia (428.6230 in HRM)

CanadaB3J 2W5



September 6, 2011
N. McNeil

2011% The major difference between these two forecasts is that the more recent
one reflects the indefinite shutdown of New Page Port Hawkesbury.

3 The total amount of DSM program costs of $42.7 million approved by the UARB
for recovery in 2012 as well as the breakdown of the DSM program expenditures
by class, before accounting for the municipal class®, remain the same as in the
preliminary calculations submitted on February 28, 2011. The information was
provided to NSPI by ENS earlier this year.

4. The sector share percentages for residential, commercial, and industrial sectors
that are used to allocate DSM program costs to the Municipal class have been
updated with the most recent data inputs for the fiscal year 2011 provided to NSPI
by MEUNSC on September 14, 2011. The allocation details behind 2012 DCRR
charges are presented in Appendix A.

5. The energy sales forecast by rate class for 2012 reflects NSPI’s most recent load
forecast as provided on August 31. This forecast is shown in column L of Table 3,
of Appendices A and B.

6. The DSM Cost Recovery Rider charges are designed to recover expenses in the
year in which they are incurred. Any differences between the amounts actually
spent and those collected through the Rider charges will be corrected through the
BA component of the Rider’. The 2012 application includes the DCRR BA charges
in reflection of single true-ups of rate class imbalances between the recovery and
incurrence of DSM program costs in 2010°. The DCRR BA allocation details are
presented in Appendix B.

7 The individual DSM Cost Recovery Rider charges, both DCRR and DCRR BA, by class
are presented for approval in Schedule A of the 2012 DSM Cost Recovery Rider

22012 DSM Plan, Evidence of ENSC as DSM Administrator, Appendix B Preliminary Program Cost
Allocation.

3 Table 2 a) of Appendix A.

* The GRLF load sales as used for the DCRR purposes are gross sales before NSPI’s purchases of surplus
generation. This sales figure is different from the one used for the FAM purposes which is a net sales figure.
> NSUARB-NSPI-P-884(2) page 38, paragraph [104 & 105].

® Details behind these calculations were presented by NSPI in section 4.3.3.1 Balance Adjustments for the
PCR Component of its Evidence filed on April 7, 2009 in its application in the matter of 2010 DSM Plan.
The actual expenditure of $23.05 million dollars is a total of investments made by NSP as interim
Administrator up until October 2010 and ENSC for the remainder of the year. Allocation of 2010
expenditures among rate classes have been provided to NSP by ENSC on September 19th, 2011.
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(Appendix C). Approved charges will be shown as a separate line item on
customer bills beginning January 1, 2012, entitled “Energy Efficiency Programs”.

The 2009 DSM Settlement Agreement on cost methodology states:

This approach will be reviewed after three years (i.e., it applies to 2010,
2011 and 2012).

As such, Nova Scotia Power anticipates that ENS and stakeholders will be reviewing
whether the existing cost allocation methodology should continue to be applied beyond
2012. The wording of the Settlement Agreement was reflected in the DSM Cost Recovery
Rider that was approved as part of the 2010 DSM proceeding, and states:

For the calendar years 2010, 2011 and 2012, the PCR shall be computed for
each rate schedule using the cost allocation methodology set out in
Schedule B to this tariff. The cost allocation approach may be modified for
use after 2012 as approved by the UARB.

The DSM Cost Recovery Rider further states:

On or before October 1 in the year preceding the implementation of the
approved programs, Nova Scotia Power Inc. shall apply to the UARB to
seek approval of the Demand Side Management (DSM) Cost Recovery
Rider amounts to be inserted in Schedule A to this tariff for the succeeding
rate year. NSPI shall pay to the Administrator the amount approved by the
UARB to fund the program costs, on a monthly basis.

Effective October 1, 2010, all DSM administrative accountabilities were transitioned fully
to ENS pursuant to the Efficiency Nova Scotia Corporation Act. Given ENS’s
accountabilities for demand side management in Nova Scotia, it is appropriate that the
DSM Cost Recovery Rider reflect this reality. As noted above, the rider allocations
provided with this filing are based upon inputs primarily received from ENS, the program
as approved by the Board, and calculated using the Board approved methodology. Nova
Scotia Power has a lesser role in determining the inputs and does not have any discretion
to change the allocation methodology. As such, it is appropriate that on a go forward
basis, ENS, as administrator with the responsibility for the amount of the rider charges,
make the rider filing as an extension of its DSM process.
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Nova Scotia Power has discussed this proposed change with ENS, and has confirmed that
ENS is in agreement. Nova Scotia Power notes that it has had a positive working
relationship, involving mutual sharing of information and consultation with ENS during
this first full year of administration by ENS. The change proposed to the rider
responsibilities in this regard would in no way remove NSPI’s commitment to continue to
share necessary information and provide assistance with necessary analysis for DSM and
associated processes, as contemplated by the Transition Plan. The clarification of the
Rider is reflected in the proposed amendment in Appendix C.

Further, NSPI understands that the cost allocation methodology may be reviewed by ENS
and stakeholders leading up to ENS’ 2013 filing. The DSM Transition Plan Report filed
jointly by ENS and NSPI states at section 6.2:

NSPI will have lead responsibility for reviewing and revising the
methodology as appropriate, for approval by the UARB. It is anticipated
that revisions for 2013 would be filed coincident with the filing of the 2013
DSM Plan.

The above paragraph contemplates that changes will be proposed, whereas both the
Settlement Agreement, and the DSM Cost Recover Rider only contemplated that the
methodology would be reviewed following the 2012 DSM Plan. If upon review, it were to
be determined that no change was warranted, no changes would need to be proposed.
Nova Scotia Power does not have direct knowledge of program participation by class,
which is the manner in which costs are allocated today, nor is it aware of other
considerations which ENS and customers may consider appropriate in determining a fair
allocation of ENS program costs among customer classes. ENS, as administrator, is best
positioned to lead any review of the cost allocation methodology, in consultation with its
stakeholders. If changes are warranted, they would be proposed by ENS as part of its
2013 DSM filing. NSPI is prepared to engage in the process to support the dialogue
among interested parties, if desired by stakeholders. Nova Scotia Power has also
discussed this issue with ENS. ENS has confirmed that it shares NSPI’s view that ENS is
the appropriate party to lead any review of the current cost allocation methodology and
to propose changes, if appropriate.

Nova Scotia Power requests UARB confirmation of the 2012 ENS DSM Rider allocations
for the 2012 DCRR as well as the 2010 DSM DCR BA, as presented in Appendix C, along
with the proposed changes to the DSM Cost Recovery Rider as presented in Appendix C.
Nova Scotia Power further requests confirmation from the Board that ENS is best-
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positioned to lead any necessary dialogue with stakeholders about the Board-approved
cost allocation methodology in advance of its 2013 DSM filing.

Yours truly,

o

Eric Ferguson, CMA
Director, Regulatory Affairs

Attach.
G Rene Gallant

Bruce Outhouse, Q.C.
All Intervenors — E-ENSC-R-10
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DEMAND SIDE MANAGEMENT COST RECOVERY RIDER

APPLICABILITY:

This schedule applies to all electric rate classes with the exception of the Wholesale Market Non-
Dispatchable Supplier Spill Tariff and the Mersey System Tariff (i.e., Mersey Basic Block).

RESPONSIBILITIES OF INDEPENDENT DSM ADMINISTRATOR

It shall be the responsibility of the independent Demand Side Management Administrator
(Administrator) to apply to the Nova Scotia Utility and Review Board (UARB) to seek approval of
all demand side management and energy efficiency programs and to itemize and seek approval for

all related costs.

(DSM) Cost Recovery Rider amounts to be inserted in Schedule A to this tariff for the

succeeding rate year. NSPI shall pay to the Administrator the amount approved by the UARB to
fund the program costs, on a monthly basis.

DEMAND SIDE MANAGEMENT COST RECOVERY:

The monthly amount computed under each of the rate schedules to which this DSM Cost Recovery
Rider (DCRR) is applicable shall be increased or decreased by the DCRR at a class-specific rate per
kilowatt hour of monthly consumption in accordance with the following formula:

DCRR =PCR + BA

Where:

PCR = PROGRAM COST RECOVERY

The PCR includes all estimated costs for each upcoming twelve month period for
demand side management and energy efficiency programs that have been requested
by the Administrator and approved by the Board (“approved programs™). Such
program costs shall include the cost of planning, developing, implementing,
monitoring, and evaluating DSM programs, including but not limited to costs for
consultants, employees and administrative expenses. For the calendar years 2010,
2011 and 2012, the PCR shall be computed for each rate schedule using the cost
allocation methodology set out in Schedule B to this tariff. The cost allocation
approach may be modified for use after 2012 as approved by the UARB.

EFFECTIVE: JANUARY 1, 2012

- -| Deleted: In accordance with the
agreement between NSPI and the
Administrator, the Administrator shall be
responsible for providing all data, such as
DSM expenditures by rate class, that is
required in order to calculate and
implement the DSM Cost Recovery
\ | Rider.

\

Deleted: On or before June 1 of the
year preceding the implementation of the
approved programs and program costs,
the Administrator shall advise Nova
Scotia Power Inc. of:{

1

<#>the program amount approved by the
UARSB to be recovered by this Rider, 1
<#>the energy savings (reduction in kWh
sales by program) anticipated by the
approved programs,{

<#>the costs incurred and energy savings
achieved by the prior year’s programs.{
il

RESPONSIBILITIES OF NOVA
\‘ SCOTIA POWER INC.

( Deleted: Nova Scotia Power Inc. J
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DEMAND SIDE MANAGEMENT COST RECOVERY RIDER

BA = BALANCE ADJUSTMENT

The BA will be calculated for each rate class separately on a calendar year basis and
is used to reconcile the difference between the amount of revenues actually billed
through the PCR and the revenues which should have been billed, as follows:

(D) For the PCR, the balance adjustment amount will be the difference between
the amount billed in a twelve month period from the application of the PCR
unit charges and the actual cost of the approved programs during the same
twelve month period.

Each change in the DCRR shall be placed into effect with bills rendered on and after the effective
date of such change.

EFFECTIVE: JANUARY 1, 2012
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DEMAND SIDE MANAGEMENT COST RECOVERY RIDER

SCHEDULE A: DSM COST RECOVERY RIDER CHARGES

In addition to standard energy charges, the following Demand Side Management Cost Recovery

Rider (DCRR) charges shall apply for the period January 1, 2012 to December 31, 2012. | - { peteted: 1

DSM Rider Code Applicable Tariff DCRR DCRRBA | Looeed )

(cents per (cents per
kWh) kWh)

DSM-DOM Domestic Service 0548 | 0.039 | _-{peleted: 0.465 )
DSM-DOM TOD Domestic Service Time-of-Day 0548 | 0.039 | - {peleted: 0466 ]
DSM-SM GEN Small General 0674 | 0.449 | _-{peleted: 0.721 ]
DSM-GEN General 0437 | 0020 | - {Deleted: 0484 ]
DSM-LG GEN Large General 02711 | 0.472) | _-{peteted: 0501 ]
DSM-SM IND Small Industrial 0415 | 0091 | - {Deleted: 0214 )
DSM-MED IND Medium Industrial 0445 | (0.055) | - {peleted: 0328 ]
DSM-LG IND Large Industrial incl. Interruptible Rider 0242 | 0.025) | - {peleted: 0.198 ]
DSM-MUNI Municipal 0433 | 0057 | - {Deleted: 0441 ]
DSM-GR&LF Gen. Replacement & Load Following 0.066 | 0.045) | _-{peleted: 0.035 ]
DSM-LOAD RET Load Retention NA NA
DSM-EHV RTP Extra High Voltage Real Time Price NA NA
DSM-HV RTP High Voltage Real Time Price NA NA
DSM-DIST RTP Distribution Voltage Real Time Price NA NA
DSM-WM BU/TU | Wholesale Mkt. Backup/Top-Up NA NA
DSM-ELI 2P-RTP | Extra Lg. Ind. Two-Part RTP 0.090 | 0.021) | - - {eleted: 0081 ]
DSM-AE Mersey System Additional Energy 0.083 | 0.017) | - {peleted: 0.069 ]
DSM-UNMET Unmetered Services 0177 | 0.378) | _-{peleted: 0.132 )

EFFECTIVE: JANUARY 1, 2012
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DEMAND SIDE MANAGEMENT COST RECOVERY RIDER

Schedule B
DSM Cost Allocation Approach

There are 3 kinds of cost benefits resulting from DSM:
1. System - Avoided future infrastructure and related costs, reduced fuel costs, and

contribution to achieving environmental and emissions restrictions. All customers
receive these benefits.

2. Class - When customers within a class participate, the whole class benefits by a
reduction in their cost of service allocation, even those who do not actively
participate.

3. Participation - Customers who are able to participate in DSM programs can lower

their own electricity usage and therefore their costs.

The recovery of DSM costs from customers should reflect the level of benefit received by customer
classes. Those customer classes who receive the most benefit (i.e., in all three categories) would bear
the most responsibility to contribute to the costs. A customer class that receives only system benefits
would contribute to the costs accordingly despite not directly participating in programs. Given the
nature of DSM programs and benefits it is not possible to precisely calculate and allocate costs based
upon these various benefits.

Proposed Allocation of DSM Program Costs:

System benefits will be allocated to all customer classes, except for the Mersey System Rate (i.e.,
Basic Block), in accordance with the COSS methodology reflecting allocation of generation rate
base as per the most recent rate case decision.

Once system benefits have been allocated, the remaining costs relate to the class and participant
benefits. These costs will be assigned to the class(es) participating in the DSM programs in
proportion to amounts invested in each class.

Method:

. Step 1 — Allocate the system benefits to all customer classes, except to the Mersey
System Rate (i.e., Basic Block), allocating s x DT, in accordance with the COSS
methodology per the most recent rate case decision, where “DT” represents the total
approved DSM program costs and “s” represents the percentage of those costs that
the parties agree to be system benefits. “S” will be equal to 25%.

. Step 2 — Directly assign to each class 75% (=1-s) of the DSM investment made for

customers in that class. In the column 1 of the attached table for example, DSM
expenditures for customers in the residential class could be labeled DC,e. The cost

EFFECTIVE: JANUARY 1, 2012
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DEMAND SIDE MANAGEMENT COST RECOVERY RIDER

allocation approach showing allocation of system costs and proportionate
participation costs by class for 2010 are shown on the attached table. If Bowater
Mersey participates in DSM Programs, Step 2 will apply to the ELI -2P-RTP class
(unless Bowater’s resultant demand drops below 42 MW in which case, it will apply
to the Additional Energy served under the Mersey Agreement, to the extent below 42

MW).

. Step 3 — Add the amounts from Step 1 and Step 2 to obtain the total amount to be
recovered from each class.

. Step 4 - Divide the total amount to be recovered from each class by the anticipated
electricity sales for the class to derive the cost recovery surcharge for each class for
the year.

. Step 5— Annually, true up the forecasted participation by customer class based upon

actual experience so that class and participation benefits are more accurately
allocated to participating classes.

Conditions:

. The allocation of costs based on “benefits” in this approach does not create a
precedent for future cost allocation methodologies.

. This approach applies to classes as a whole (not to individual customers). As a
contract rate predicated on power production specifically from the Mersey Hydro
System, the Mersey System Rate (i.e., Basic Block) is not affected by DSM energy
savings. This proviso does not affect the interpretation of the Mersey Agreement as it
relates to the Basic Block, Additional Energy or any other matter.

. This approach applies to total approved DSM program costs. As such, the attached
table is illustrative, and final calculations will depend upon the final approved DSM
programs and total program costs.

. This approach will be reviewed after three years (i.e., it applies to 2010, 2011 and

2012).

EFFECTIVE: JANUARY 1, 2012
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