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Dear Mr. Landrigan:

M05522- Nova Scotia Power Inc. -Integrated Resource Plan 2014/ P-884.14
The Terms of Reference for the 2014 Integrated Resource Plan ("IRP") approved by the Board
contains the following objective:
To develop a long-term Preferred Resource Plan that establishes the direction for NS
Power to meet customer demand and energy requirements, and environmental
obligations in a cost-effective, safe and reliable manner across a reasonable range of
foreseeable futures; and to develop an Action Plan describing the major tasks required to
implement a no regrets strategy that aligns with the Preferred Resource Plan during the
first five years of the planning horizon.
The Terms of Reference also state that the primary criterion for selection of the Preferred
Resource Plan will be the cumulative present worth of the annual revenue requirements (i.e.
"NPV") of the resource plan over the planning horizon (i.e. 25 years).
Nova Scotia Power Incorporated ("NSPI") made the unilateral decision, without the approval of
the Board, to refuse to produce a specific Preferred Resource Plan.
Synapse Energy
Economics, Inc. ("Synapse"), the Board's consultant in this matter, in a submission dated
October 20, 2014, identified this failure:
The Board consultants do not agree with the decision NS Power has made to not comply
with the Board approved IRP Terms of Reference (TOR) by not providing a specific
Preferred Resource Plan (PRP) and by not presenting its avoided cost of Demand Side
Management ("DSM"). This Facilitator report demonstrates that, by failing to include
those two key deliverables in its 2014 IRP Final Report, NS Power has not only failed to
meet the objective of the 2014 IRP, it has failed to provide the Board and stakeholders a
specific guide or reference point against which to assess its proposed initiatives and
expenditures over the next several years ....
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-2Based upon the evidence and conclusions presented in the Facilitator and Synapse
reports, the Board consultants recommend that the Board not accept the 2014 IRP Final
Report. We further recommend that the Board direct NS Power to file an amended 2014
IRP Final Report that includes a specific PRP, the avoided cost of DSM, and a modified
Action Plan that reflects these changes. We expect that NS Power could complete those
revisions within two to three weeks of receiving the Board's directive ....

Synapse explains its understanding of NSPI's rationale for failing to follow the Terms of
Reference:
On page 23, lines 10 to 13, the Final Report states "NS Power has focused on short and
medium term affordability as a means to distinguish between plans in the interest of
customers." Affordability, which NS Power defines as " ... having the minimum revenue
requirement increase possible over the near term" is not one of the criteria for selection of
a PRP in the TOR. However NS Power has used affordability in conjunction with "rate
effects" which was a criterion in the TOR. NS Power applied its rate effects criterion by
using the NPV of partial revenue requirements during the 2015 to 2020 time period as its
quantitative metric. This metric has two major problems. First, it does not provide any
indication of the absolute magnitude of rate impact that each CRP would have on NS
Power's actual rates. Second, the goal of the IRP is to " ... develop a long-term resource
plan for the utility". As such, to the extent that "rate effects" are considered as one of the
criterion for choosing a long-term resource plan, that criterion should be applied over the
25 year planning period rather than the first five years of the planning period. To do
otherwise effectively truncates the analysis and does not fully represent the long-term
implications.

If NS Power does not make capital investments that have long-term economic benefits,
its customers will not receive those long-term economic benefits and, as a result, will end
up paying higher rates in the long term. The Board consultants recognize that short term
rate effects are a legitimate issue; however we do not consider the IRP process to be the
appropriate forum in which to address those short-term effects. In fact, that is one of the
issues the Board has routinely considered in its evaluations of DSM applications over the
last several years. This is not a new concern or consideration.

Synapse clearly points out that by failing to include a Preferred Resource Plan and its avoided
costs of DSM in the IRP Final Report, NSPI has failed to provide the Board and stakeholders a
specific guide or reference point against which to assess its proposed initiatives and
expenditures over the next several years. That, of course, is the very point of having an IRP.
Another concern for the Board is that NSPI, in the absence of selecting a Preferred Resource
Plan, appears to have adopted a course of action which could be significantly more expensive
for ratepayers over the long term. This situation is aggravated by the fact that NSPI has not
selected the Preferred Resource Plan, which would provide a basis for comparison by
stakeholders and the Board in future regulatory proceedings.
In a letter dated November 3, 2014, NSPI appears to offer the Electricity Efficiency and
Conservation Restructuring (2014) Act as a rationale for failing to follow the Terms of
Reference. NSPI goes on to say:
Execution of this undertaking is central to the difference in opinion between Synapse and
the Company. Synapse recommends a preferred resource plan be established in
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-3advance of NS Power and ENSC DSM program development process in order to guide
this process. The Company is of the view that the detailed DSM program development
led by ENSC and NS Power should, in effect, be the concluding step to 2014 IRP
Resource Plan development.
In a submission by counsel for the Industrial Group dated October 7, 2014 (which predated
NSPI's letter of November 3), the Industrial Group put that argument into context:
The Industrial Group appreciates that the Action Plan includes additional DSM-related
modelling (p. 19) and notes NSPI's view that variable DSM or a range of DSM may be
appropriate for planning purposes (as opposed to a locked-in annual DSM goal). An
opportunity was, however, missed to develop a more nuanced understanding of the
impact of DSM and DSM costs on NSPI's resource planning through optimization.

The Industrial Group sees this Action Plan item as bringing IRP-related discussions into
the negotiating process between ENSC and NSPI. The Industrial Group would have
preferred to have the opportunity to evaluate an optimal amount of DSM and a maximum
cost for that DSM tested through the IRP process. It is understandable that NSPI would
not wish to be perceived as pre-judging the outcome of negotiations. Nonetheless, the
IRP is directional and not binding on the parties negotiating for the purchase and sale of
efficiency. Had the analysis been done in the IRP, NSPI and ENSC, as well as
ratepayers and the Board who will ultimately evaluate the prudency of the purchase,
would have had the benefit of foresight guidance from the IRP results.
NSPI advised that it cannot "contribute to future IRP analysis and resource planning
development" because it will be committed to negotiating the 2016 to 2018 DSM Program with
Efficiency Nova Scotia Corporation.
To state the obvious, had NSPI completed the work the Terms of Reference required, the
Preferred Resource Plan would be done by now and completing it would not be a distraction
from any negotiations with Efficiency Nova Scotia Corporation.
The Board is, to be frank, very disappointed with NSPI's action. In the letter of November 3,
2014, NSPI declares the IRP process to be a successful undertaking, yet, the IRP has not
achieved what the Board required of it.
The value in conducting a long term IRP exercise is its ability to consider the potential impact of
all decisions both to add capital and to add DSM over the longer term. The reference to test
that in future decisions is the Preferred Resource Plan. Without a Preferred Resource Plan
against which to test decisions, there is a risk uneconomic decisions may be made. That is the
whole point of the exercise. NSPI, in its IRP Report, cites as concerns affordability and nearterm rate impacts. Those are important and legitimate concerns for all ratepayers and for the
Board. These concerns will be dealt with as part of both the DSM and general ratemaking
processes and parties will be heard on those points.
These concerns are, however, not an excuse to fail to produce a Preferred Resource Plan.
Accordingly, NSPI is directed under the guidance of Synapse to select the Preferred
Resource Plan, present its avoided costs of Demand Side Management, and amended Action
Plan on or before December 3, 2014.
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-4In completing this task, NSPI is directed to take notice of the additional analysis presented in the
Synapse report of October 20, 2014. As in previous IRPs, the Board anticipates that avoided
costs of DSM will be based on the Preferred Resource Plan and will be calculated using the
differential method over the 25-year planning horizon. The Board also anticipates that, in
accordance with the Terms of Reference, selection of the Preferred Resource Plan will be
based on the lowest cost NPV over the 25-year planning horizon.
The panel assigned to this matter is Peter W. Gurnham, Q.C., Chair, Roland A. Deveau, Q.C.,
Vice-Chair, and Kufvinder S. Dhillon, P.Eng., Member.
\:'\Yours truly

"5oreen Friis
Regulatory Affairs Officer/Clerk
c.

S. Bruce Outhouse, Q.C., Board Counsel
Interested Parties P-884.14
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