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Daar Minister Morse:

| am pleased to offer Nova Scolia Power's response o An ‘Approach to Regulate
Electricity Sector Greenhouse Gas and Alr Pollutant Emissions — A Discussion
Paper, which was released February 26,

Targels pmposed in the discussion paper are aggressive but achievable. Nova Scotia is
one of the only jurisdictions in North America to bring forward absolufe caps on
greenhouse gas {camon} emissions. Nova Scofia Power has a strong foundation to bulld
on, as carbon emissions related to the dlsctisity sector in- Nova Scotia have sLabzi zed

over recent years.

For context, the last coal-fired generatmg station bullt in Nova Scotia was initiated before
privatization of the ulility and even before the base year for assumptions made in the
Kyoto Accord (1980). Since that time, all néw generation added by Nova Scotla Power
has ulilized lower-emitting natural gas or been from renewable sources, There has also
been significant focus in the last several years on conservation and energy efﬁcf&ncy -
both in terms of planning as well as program dalivery. All of this has been positive in

ferms of stabilizing greenhouse gas emissions and reducing growth in démand for

eieciﬂmty {which helps our province avoid creation of additional emissions).

The discussion paper proposes. mcsreasmgy siringant caps on Nova Scotia Power's
greenhouse gas emissions, from 2010 fhrough {0 2020. Nova Scotia Power believes that
from 2010 to 2015, the targets can be miet by several actions already under way -

reducing growth in demand for eectnc;ty throtigh regimented conservation and energy

efficiency initiatives, as well as atﬁcfmg Aew renewable generation. There may also be @
requirement to displace soms oogl generat&cn with natural gas generation within the

- existing generation capacity af the Tufts Cove Generating Station.

Nova Scofia Power is firmly committed fo the success of conservatiop and energy
sificiency programs. Plans for 2010 programs will falt under the purview of the new, not-
for-profil administrator — which gsvemment p?ans to have in place this year. As required

by the Utility & Review Board, the Company will file a proposal for 2010 programs in the

very near future. Continued success under the new administrator is a key factor in Nova
Beotia Power's assumptions re}ated to meetmg targets described in'the dzswssmn paper.

" More new renewable generation In Nova Scotia is essential. The requirement for wmd

tidal, biomass, solar and other renewable generation projects cannot be understated. If
Nova Svotia Power is fo be responsible for reducing its emissions, the company belisves
the regulatory regime for achievement of the Renewable Energy Standard should support

- this premise. Nova Scolia Power recognizes it is desirable to have other comparies and

gven communities engaged in the development of new renewable generation in our
province. Our company will do its part to develop renewable generation, now and in the
future. In the near term, given the situation in world financial markets and the resulling
challenges facing independent producers who have wind contracts with Nova Sootia



Power, any opportunity our company has to become involved with assisting in the timaly
develppment of these projects should be recognized as coniributing to achisvement of
the Renewable Energy Standard. This small change in suwrent regulations {which
preclude RES recognition of pre-2010 renswable investments by Nova Scotia Power)
waould support the government's stated desire for new renewable generation, and would
promote early decisions about development of renswable generat;on to displace fossil
fuel generation and result in a positive contribution to oversll smissions reductions.

Beyond 2015, even more nion-emitling or low-emitling energy will be required, from a
combination of sources - including imports from cther jurisdictions, biomass generation,
tidal, solar and wind. More then 2,500 gigawatt hours (GWh) of carbon-intensive
generatmn must be displaced or replaced by 2020 in order fo achieve the targets
described in the discussion paper. In 2008, carbon-intensive energy {which has
historically provided the lowest cost to customers) confributed approx:mateiy 10,600
GWh fo the iotal electrical energy mix in Nova Scotia.

The company belisves that caps for 2015 on sulphur dioxide can likely be niet by fusl
switching and from co-benefils that flow from decisions that are made fo achieve
reductions in gresnhouse gases, The 2018 cap on nifrogen oxide emissions should be
" achievable from decisions we maks t¢ meef greenhouss gas reductions, as well as the
addition of a low-NOx combustion firing system at the Trenton Generating Station (Unit

B).

The importance of new transmission development to enabls additional renewable energy
and the transformation of the electricity seclor in Nova Scolia is acknowledged in the
discussion papser. We believe the mechanism put forward by government is reasonable
and will engourage appropriate investments to improve fransmission infrastructure ~
betwaen Nova Scotia and neighbouring jurisdictions, as well as within the province.

Biomass used in electricity generation is “carbon neutral” for the purposes of calculating
greenhouse gas omissions. Nova Scolla Power believes this offers emendous
opportunity, both for the company in maeting targets in the discussion paper as well as
for the Nova Scofia economy. There has been strong response to the company's recent
formal  solicitation for mdejsendeﬂi community-based renewable energy projects
{including biomass).

Howaver, the company belleves there ars tools that are required to enable our collective
sticcess in meeling targets ardiculated in the discussion paper — including credit for “early
setion” under a provincial offset prograrn for efissions. One example is Nova Scofia
Power's 2005 commercial arrangement with Highland Energy which includes an emission
offset purchase agreement. This project has captured landfill gas since 2008, resuiting

. bver two years in an approximate 100, G00-tonne reduction of CO2,. This achievement -
which is real in terms of displacing carbon emissions - should confribute toward
achievement of the proposed 2010 target.

it is also recommended that the Province exempt from regulation those electricity
production faciliies with greenhouse gas em;sssons between zerc and 10,000 tonnes per

year,

Thﬂ p{opaaed two-year compliance period for measu;mg achievement of thresholds
probosed in the discussion paper is helpful, given the somewhat unpredictable nature. of
elactricity generation — including customer demand for electricity, which is related to
extemnal faclors such as the health of the 8conomy, as well as the variable performance
of certain renswable generation {such as wind). Nova Scotia Power's “obligation to serve”
means existing fossil fuel generation canniot easily be curtafled if achievement of annual
. greenhouse gas largels were in jéopardy. A three-vear balancing period, without
- diminution of annual targets, would allow for-appropriate flexibility as the electricity sector
i our provines transitions to our future desired generation mix. .



The discussion paper refers o penaliies under the Environment Act in the amount of
$500,000 per day. The Enviromment Act sels out a maximum penally per offence, on
conviction, of $500,000 or $1,000,000 — depending upon the nalure of the offence,
subject to the right of person charged fo establish a defence of due diligence under s.
160. The Act does not contain provisions allowing for daily penalties. In our submission,
compliance penalties in respect of gresnhouse gas ermissions should be no greater than
those applicable to other offences under the Environment Act — and should have the
benefit of the same due diligence defénce. : '

The discussion paper specifically references that reductions in greenhouse gas
emissions and air poliutants will contribute to “lowering future energy costs” in Nova
Scotia, OQver the long-ferm, new renswable generation will play a major role in reducing
our reliance on volatie world commodities markels and will, in fact, stabilize eleckicity
rates {and energy cosis) for individual Nova Scotians. However, short-lerrn measures
required to mest emissions fargets (for example, natural gas generation in favour of
generation from coal} may increase costs. The 2008 update of the Integrated Resources
Plan {IRP) — now under way at the direction of the Utility & Review Board - will provide
addiional insight into potential additional expenses that could be incurred. The IRP will
also provide information about best options for meéting 2020 targets for air pollutants.

Nova Scolia Power is commitled to the reduction of greenhouse gas emissions and air
pollutanis. We support the direction in this regard that has been articulated by the
Legisiative Assembly through the Environnrental Goals and Sustainable Prosperity
Aet, and by government in #is February discussion paper. We are glready working toward
transformation of our mix of generalion souices, which is a legacy from decisions taken in
our province more than two decades ago.

Minister Morse, the reduction of greenhouse gas emissions and air pollutants and the
promotion of renewable energy is a priority for Nova Scotla Power. We must continue our
callaboralive work, along with other stakeholders and inferested partiss, so achisvement
of provincial targets ocours in the most sffective way possible and that energy costs in
Mova Scolia ramain compefifive with neighbouring jurisdictions.

You have my personal commitment that our company is engaged and enthusiastic about
helping the Province achieve real and substantive reductions in emissions, and being a
leader in Canada in the management of greenhouse gages.

Yours ginceraly,
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