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ORIGIN
•
Amendments to Electricity Act.
•
Renewable Electricity Plan issued by Department of Energy.

RECOMMENDATION
It is recommended that Halifax Regional Council approve the attached staff comments in respect
of the Province of Nova Scotia draft Renewable Electricity Plan Regulations and direct staff to
file them with the Province of Nova Scotia as HRM’s official input to the said Regulations..
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BACKGROUND
The Province of Nova Scotia (the “Province”) has written a Renewable Electricity Plan (the “Plan”).
This Plan details the goals and objectives the Province has for developing renewable electricity in
Nova Scotia. In Nova Scotia today over 80% of electricity is generated from fossil fuels, including
coal, which is all imported. A key target is that by 2015, the Province plans that 25% of generated
electricity in Nova Scotia will come from renewable electricity. The Plan and these targets have
been made law with amendments to the Electricity Act.
By 2020, the Province plans that 40% of electricity generation should be from renewable sources;
however, this additional target has not been made law. To meet the 2015 target, the Province
estimates that $1.5 billion of capital investment will be required. To implement the Plan, and the
Electricity Act, the Province has now written draft regulations and the Province is seeking input from
the public on how well the draft regulations work at achieving the Plan’s targets and underlying
principles.
DISCUSSION
The draft regulations, attached, target key types of renewable electricity. These include areas like
wind, tidal and natural gas. Participants that the draft regulations target for implementing these types
of projects include:
1. Large Scale Projects: Large projects are targeted at Independent Power Producers (50%)
and NSPI (50%). These projects are not targeted at municipalities.
2. Community Projects: This category of the draft regulations has been set aside for First
Nations, not-for-profits and municipalities. These are not specialized electricity generators.
However, the Province sees electricity generation opportunities. Recognizing this, the
Province has created a Feed-in-Tariff (“FIT”) rate specifically for this category. A FIT rate
refers to what NSPI is required to pay a group that generates and supplies electricity to NSPI
under this category. The FIT rate would set as a premium rate above what NSPI charges
consumers. The extra cost of this premium or “clean” electricity will be passed on to the
consumer. The FIT rate, according to the draft regulations, must be approved by the Utility
and Review Board.
In the Plan, the Province has set up the potential that 100 MW can be generated by this
category, but has not legislated this. Annually in Nova Scotia, approximately 2300 MW’s
are generated and consumed.
In addition, electricity generated from solar sources is omitted from this rate as the Province
considers the cost of solar too high and feels that solar energy projects would unduly impact
electricity rates in Nova Scotia. More specific comments in respect of the draft regulations
are in the attached FIT submission.
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BUDGET IMPLICATIONS
Any projects would be business ventures. Capital investment would have to be determined
at that time.
FINANCIAL MANAGEMENT POLICIES/BUSINESS PLAN
This report complies with the Municipality’s Multi-Year Financial Strategy, the approved
Operating, Project and Reserve budgets, policies and procedures regarding withdrawals
from the utilization of Project and Operating reserves, as well as any relevant legislation.
COMMUNITY ENGAGEMENT
Any projects would be business ventures therefore, community engagement would not be
required.

ALTERNATIVES
The only alternative is to not engage in any FIT projects.

ATTACHMENTS
1. Draft Regulations.
2. Draft comments on draft regulations.

A copy of this report can be obtained online at
http://www.halifax.ca/council/agendasc/cagenda.html then choose the appropriate meeting date,
or by contacting the Office of the Municipal Clerk at 490-4210, or Fax 490-4208.

Report Approved by:

[Name of Director/BU/Phone #]

Attachment 1

Attachment 2

HRM SUBMISSION
RENEWABLE ELECTRICITY PLAN
DRAFT REGULATIONS

July 23, 2010

HRM Renewable Electricity Regulations Submission July 2010

HRM is pleased to have the opportunity of providing its comments on the draft Renewable
Electricity Regulations (“draft regulations”). The targets and objectives embodied in the recent
amendments to the Electricity Act and the draft regulations are unquestionably ambitious. HRM
has estimated that minimally $250 – 300 Million in investment will be required by municipalities
and non-profit sector in Nova Scotia to generate the full potential of 100 MW. As HRM is 40% of
the Province’s population, HRM’s portion of that total would be approximately $100 million plus
investment. By comparison, HRM has spent approximately $8 million on energy efficiency
projects over the last five years.
Not only is the overall scale of investment significant, the speed with which the Province expects
renewable energy projects to be up and running is very ambitious considering the time frame for
municipal budgeting, resourcing and project development and construction approvals.
At the same time, today’s energy reality demands no less than those self-same ambitious targets.
To meet these targets, it is HRM’s view that some small adjustments to the community Feed-In
Tariff (“comFIT”) would be very supportive of the Province’s objectives.

I

Project Risk

Risk is inherent in any project. To enable a positive decision to undertake a project, the level of
risk has to be within the risk tolerance of the project proponent. The current draft regulations are
structured on market principles of cost and revenue. However, the communities targeted by the
comFIT rate are not businesses as such and the draft regulations to be successful, must recognize
this fact. For instance, municipalities like HRM are traditionally risk averse and budget driven,
and not revenue driven. The draft regulations must create a project risk level that is within
reasonable levels from a municipal perspective before municipalities will consider applying scarce
capital resources to energy related projects.
To encourage municipalities to take advantage of the comFIT rate, project risk must be abated to
the extent possible. One such risk reduction opportunity would be entrenchment of the available
MW’s for the comFIT rate. If the Province wishes distributed energy to be a significant feature of
renewable energy projects in the Province, then the available comFIT MW’s should be firmly
entrenched: this will reduce risk. The usual risks associated with any project such as financing,
construction and performance risk are sufficiently high as to prove daunting in themselves without
any added uncertainty. The draft regulations do not entrench 100 MW for the comFIT category.
To reduce risk, in recognition of the reality that most municipalities, and indeed comFIT category
participants are starting at ground zero in terms of capacity building to even begin contemplation
of a FIT program, the 100 MW comFIT category should be entrenched permanently in regulation
as a permanent percentage of FIT programming. There is sufficient scope in the draft regulations
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under s. 8 for NSPI to respond to generation shortfalls should the comFIT category not achieve
substantial generation.
Independent power producers and Nova Scotia Power have been attempting for ten (10) years to
bring renewable energy onto the system. It is reasonable that the comFIT category starting with
limited industry capacity have greater regulatory certainty to develop the requisite capacity to
generate under the comFIT category.
To the extent that the regulations can address alleviating risk through entrenching 100 MW for the
comFIT category, and guaranteeing priority to that amount of FIT tariff, then the draft regulations
must also guarantee access to the grid via the interconnection queue: HRM would ask that the
province carefully consider these options.

II

The Need to Build Capacity

Setting 300 MW as a target for renewable low-impact electricity generation is an aggressive target
which drives HRM to comment on its concerns in respect of capacity. Building capacity requires a
predictable policy environment. HRM has identified the following capacity concerns for FIT:
1. Local Industry Capacity:
One of the existing risks with renewable energy projects is the limited capacity to develop and
deliver renewable low-impact electricity generation projects. While HRM believes it has
significant internal project capacity HRM will still be extremely challenged to deliver timely
renewable energy projects given that its core competencies do not include development of
wind and power projects, generally. Finding staff, engineers etc. will take time. HRM
believes that communities targeted by the comFIT rate, and specifically municipalities, do not
have internal capacity to develop and deliver renewable low impact electricity generation
projects. HRM would suggest that any public-private partnerships on the scale contemplated
would be problematic, even with HRM’s solid experience with public-private partnerships, as
HRM does not believe that there is within Nova Scotia the capacity to bridge the gap in such a
short period of time.
With the exception of municipalities that have existing municipal electrical utilities, none of
whom have any generation expertise, no municipality in the province has any expertise in the
development of power generation. Capacity, both community and industrial capacity, will only
be built project by project.
Priority should be given to drive early comFIT success which can develop capacity and start
momentum building towards a larger volume of successful comFIT projects. This is less likely
to be the case if there is no priority given for comFIT project grid connection.
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2. Capital Capacity
The Province has targeted 300 MW for the FIT, which represents a proposed capital
investment of $1.5 Billion. The proposed 100 MW comFIT category will require $250 to
$300 million in capital investment. HRM is concerned that capital investment capacity will
be difficult to source questioning whether FIT will succeed generating electricity and
providing economic development in Nova Scotia. HRM has limited financial resources to
invest in core capital projects. Guaranteed access and priority will be required to attract
capital investment.
3. Cost and Revenue Variability
ComFIT projects will not have the economies of scale that can generate the returns compared
to larger scale projects: success will be closer to margins and therefore will require greater
project planning and support. Therefore the comFIT rate should be a sliding scale
recognizing that smaller generation projects will have similar costs to larger projects while
larger projects will have greater economies of scale. There must be the assurance that
comFIT projects receive support in addition to the one Window committee.
Project development costs per MW under the comFIT category will be higher as compared to
larger scale independent power producers or NSPI projects. The draft regulations should
provide the Board with clear direction to consider the principles of distributed energy which is
not only about what is the cheapest MW but also what potential does that MW have for driving
economic development in various regions of Nova Scotia. The Board in setting the comFIT
rate should consider this important factor.
The comFIT rate must also recognize that there is great cost diversity and revenue potential
across the Province. The wind does not blow the same everywhere. If low cost is the only
driver, then economic benefits deriving from the comFIT rate will happen in limited regions.
Therefore, HRM recommends that s.20(2) of the draft regulations should include the provision
that the Board consider economies of scale, principles of distributed energy, and economic
development when setting the comFIT rates.
4. Technical Capacity
NSPI requires capacity to respond to proposed projects. According to the draft regulations
s.29, there is one interconnection queue. Today there are 27 projects in this queue, the oldest
of which entered the queue in 2003. Such lengthy interconnection processes suggest that
technical capacity is stretched. HRM’s conclusion is that access that is not timely is not
guaranteed.
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The draft regulations must ensure adequate technical resources. The Province must empower
the Board to create reasonable project timelines. Who would make any investment in a
project if there is no reasonable idea when that project can begin generating? NSPI must be
encouraged to have the technical resources on hand to avoid project development delays.
With the inclusion of s.8 in the draft regulations, NSPI does not need comFIT or even IPP
production. If distributed energy is important to the Province, then the matter of technical
capacity and the NSPI interconnection bottle neck must be addressed. HRM recommends
that the draft regulations should allow for the Board to create reasonable project timelines and
interconnection guidelines, encourage adequate technical capacity at NSPI, and in addition
that the comFIT category be addressed by a separate interconnection queue.
5. DOE and NSPI Staffing
Parallel to the issue of technical capacity is staffing. If either the Department of Energy or
NSPI do not commit sufficient people resources, then again, delay at the interconnection stages
will act as a project brake as projects wait for attention.
If capacity is not addressed, then projects will not be developed. The first RFP’s for wind
generation were issued ten years ago, and today, there is limited success by independent power
producers. Given that HRM estimates that municipal project and funding cycles will require two
years to incubate a project to the point where it is ready for presentation as a proposal and add to
that the average time span for a project of this type is approximately 4 years to completion, (and
apparently longer given the interconnection queue) then this means that it is unlikely that a
municipally based project can be completed in less than 5 years following finalization of the
regulations and tariffs, i.e., before 2016.

III

Need to Preserve the Community Option

The best policy for empowering communities to participate in the delivery and sale of green power
has been determined by the province to be the set aside of 100mw for small-scale
renewable-energy community projects. HRM supports the decision to set aside 100mw but this
should be more firmly entrenched in regulation.
For community-based projects but because of capacity issues and the proposed restrictions, that
there will be very little take-up in the 5 years prior to review. Attracting capital investment by
municipalities and groups with little expertise, will require these organizations and municipalities
to point to greater guarantees of access and priorities, perhaps greater than the private sphere. If
this is a priority for the Province, and why else would 100 MW be proposed to be set aside for this
target audience, then why not provide the certainty required by entrenching in regulation?
Municipalities by their very nature are risk averse. Up front investment in a project cannot be
supported unless there is a high probability that the project will be completed. Given the lengthy
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incubation period, and the associated investment of time and resources required to incubate
renewable projects, there needs to be more certainty around the investment. A permanent
assignment of 100mw to community-based projects would create a more stable environment for
community-based investment decisions.

IV

Definitions

HRM has identified several definition which it feels would benefit from wording changes. HRM
recommends the following:
Definition of “Distribution Zone”
Debate has already commenced in respect of what constitutes a distribution zone. Inclusion of a
map to better define the existing distribution zones within the province would remove this issue
and create more certainty and better understanding of what the boundaries of an existing
distribution zone are.
Definition of “Biomass”
HRM requests clarification of the definition of biomass and whether it includes residual waste
generated from a source separated waste collection program where all other viable waste products
have been diverted and the remaining residual waste is destined for landfill in accordance with
provincial regulations.
Definition of “Run of River”
HRM believes that there are significant renewable low impact electricity generation opportunities
from expanding the definition of run of river to include pipes. In HRM, there are significant head
differentials, in some cases 500 feet, in the water and sewage system which require pressure relief
valves. The same function of relieving pressure from liquid moving between those heights can be
achieved with the insertion of small turbines which can power generation. Also, the flow of water
and sewage increases at the same time as there is peak demand for electricity, namely in the
morning and evening periods. Electricity generated by these type of devices could be very
beneficial to NSPI in their management of peak demand periods. HRM recommends that “run of
river” include run of pipe.
Definition of “Renewable low-impact electricity”
This definition does not include solar however, HRM believes that even if it is not economically
feasible, certain parties may wish to invest in these options for altruistic reasons, and suggests that
solar be available for equal FIT as that is made available for wind generated electricity. As well,
that landfill gas be expanded to include waste to energy utilization. There is no reason that energy
from landfills be restricted to the gases that those landfills generate. Making use of the landfill
content is the primary objective reducing landfill mass and reducing the need for extracting new
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energy sources, instead making energy from waste product in more expansive manners than
simply waiting for decomposition of matter. HRM recommends that “renewable low-impact
electricity” include “solar” and “waste to energy”.

V

Shortfalls

HRM believes that shortfalls in meeting the renewable energy standards which may require NSPI
to outsource renewable energy generation for periods longer than twelve months should be made
under public scrutiny as these decisions would in effect be amendments to the regulations, and,
pursuant to s. 4A(6), NSPI would be entitled to automatically recover whatever it pays under these
contracts from the rate base. Once incurred, these power supply contracts covering market place
shortfalls where independent power producers are not generating sufficient capacity, are unlikely
to be denied by the Board. These shortfall supply contracts should receive public scrutiny.
Section 8(2) of the regulations should be amended accordingly to require Board approval where
the Minister may present evidence at that time, and would allow the Consumer Advocate an
opportunity to present evidence.
If NSPI has ready access to purchase clean energy on the market, there is little incentive for NSPI
to develop internal capacity to handle interconnection queues and also, coupled with the lack of
guaranteed access for the comFIT category (comFIT only establishes a guaranteed rate not access)
then project certainty is not established in sufficient degree for municipalities to seek capital
investment. HRM is concerned that Nova Scotia generation projects, including the comFIT
category will be competing with extra-Provincial generators. HRM recommends that any action
taken by NSPI under s.8 be fully transparent and in a public forum such as before the Board.

