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Atlantica Centre for Energy Submission on the Proposed Frame for the Clean Electricity Regulations

Introduction

The Atlantica Centre for Energy is dedicated to increasing energy literacy for Atlantic Canadians,
while also helping the region realize opportunities associated with the energy sector.

Canada’s transition to net-zero emissions in 2050 is an ambitious, but incredibly important goal.
The Centre is committed to working towards this goal by helping educate the public on the
importance, implications and costs of this net-zero transition. The Centre will also work to help
industry, government and the public in Atlantic Canada better understand the opportunities
arising from the transitional and long-term energy opportunities to achieve net zero.

The incoming Clean Electricity Regulations will have profound implications for energy production
and consumption in the Maritimes. The following submission highlights several outstanding
guestions and provides feedback on remaining challenges for the Maritime provinces, utilities and
industries, among others, regarding the Proposed Frame for the Clean Electricity Regulations,
which was announced publicly on July 26, 2022.

By addressing these questions and feedback, the Centre hopes the transition to net-zero

electricity in 2035 and the transition to net-zero emissions in 2050 will be as efficient and
affordable as possible for residents and businesses in the Maritimes.
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Background

The Atlantica Centre for Energy provides a unique forum for government, the education and
research sectors, industry, and the community at large to foster partnerships and proactively
engage in energy-related issues here in Atlantic Canada. The Centre’s partners represent the
largest employers, energy producers, distributors, and consumers in the region:
www.atlanticaenergy.org.

The Atlantica Centre for Energy is proud to serve as an informed and independent voice with
respect to the evolution and growth of our region’s energy sector, including efforts to launch
transformative new clean technologies such as small modular reactors and hydrogen.

The Centre’s success as an organization lies in a group of engaged regional energy sector leaders,
educators, government, and community members.

Current Atlantica Centre for Energy partners:

e ARC Clean Energy

e Deloitte

e Emera (Emera NB / Emera Inc.)
e Natural Forces

e Liberty Utilities

e Port of Belledune

e Enbridge (Maritimes and Northeast Pipelines)
e Energy Atlantica

e Fluor

e Fundy Engineering

e J.D.Irving, Limited

e Heritage Gas

e Irving Qil

e Llaurentis Energy Partners

e NB Power

e Moltex Clean Energy

e Repsol (Saint John LNG)

e SaintJohn Energy

In addition, the Centre has strong working relationships with several affiliated government, academic
and economic development partners, including the New Brunswick Department of Natural Resources
and Energy Development, Opportunities New Brunswick, New Brunswick’s Centre of Excellence for
Energy, Nova Scotia Department of Natural Resources and Renewables, PEI Energy Corporation,
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Atlantic Clean Energy Alliance, Atlantic Hydrogen Alliance, Atlantic Canada Opportunities Agency,
Atlantic Provinces Economic Council, and the University of New Brunswick.

Atlantica Centre for Energy has also worked closely with the New Brunswick Business Council,
Canadian Manufacturers and Exporters, Atlantic Chambers of Commerce, Maritime Energy
Association, Marine Renewables Canada, Canadian Fuels Association, Wood Pellet Association,
Net Zero Atlantic, State of Maine Governor’s Office, the Canadian Consulate to New England and
the US Consulate to Atlantic Canada on a range of regional energy policy and planning initiatives.

The Centre tackles emerging energy priorities. By way of example, the Centre has provided
leadership in helping introduce small modular reactors and hydrogen as priority clean energy
development opportunities in the Maritimes, including being the foundational partners in the
establishment of the Atlantic Clean Energy Alliance and the Atlantic Hydrogen Alliance.

The Atlantica Centre for Energy has prepared recent position papers and commentaries regarding
the impacts on Atlantic Canada of the federal Clean Fuel Standard and the need for ‘Agile
Regulations’ in support of the region’s path to decarbonization. The Centre has also partnered in
the delivery of two highly successful webinar series — “Atlantic Canada’s Energy Future”, organized
in partnership with the Atlantic Provinces Economic Council, and “Indigenous Energy Futures in
Canada”, organized in partnership with Deloitte and the Maritime Energy Association.

The Centre facilitates expert speakers on emerging energy topics, including acting as program
director for UNB’s Energy Fundamentals for Leaders Certificate Program, which now has a multi-
year wait list. While also launching a new youth engagement initiative focused on emerging
energy sector career opportunities in cooperation with the New Brunswick Department of
Education.
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Feedback

The Proposed Frame of Clean Electricity Regulations fails to adequately recognize the regional
differences in electricity generation and consumption across Canada. With respect to the
Maritime provinces, the proposed Frame does not account for demographic differences,
geographic and infrastructure resources, or how respective utilities operate relative to elsewhere
in Canada.

Demographic differences:

The Maritime provinces face unique socio-economic considerations for energy policies. The region
has Canada’s highest levels of household energy poverty of any province as a result (see Figure 1).
According to the Energy Poverty in Canada: a CUSP Backgrounder report from 2019, 37 per cent of
households in New Brunswick (114,790 households), for example, experienced high home energy
cost burdens (where more than 6% of a household’s after-tax income was spent on home energy
bills)'. Household energy poverty in the Maritime provinces is significantly higher than the
national average of 20 per cent, due in part to the lack of energy diversity in the provinces as well
as the dispersed rural populations that rely on driving.

Figure 1: Energy poverty in Canada vs Atlantic Canada
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Source: Enerqy Poverty in Canada: a CUSP Backgrounder (October 2019).

Previously announced federal policies, specifically the phase-out of coal-fired electricity
generation by 2030 will disproportionally cost residents in Nova Scotia and New Brunswick,
further adding to the already disproportionate energy costs they face. The change resulting from
the phase-out of coal-generated electricity is expected. The federal government’s own Regulatory
Impact Assessment forecasted this accelerated phase-out of coal-fired electricity generation alone
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to cost Nova Scotia and New Brunswick $1.221 billion and $561 million, respectively, which would
in turn see annual residential electricity bills increase by $200 and $184 on average, respectively in
2016 prices?. This represents 80 per cent of all national costs to phase-out coal by 2030.

The high energy cost burdens currently facing residents in the Maritimes is further complicated by
a lack of affordable alternatives for residential heating especially. In particular, natural gas
distributions networks are not widespread across the Maritime provinces, especially in Prince
Edward Island and rural areas in New Brunswick and Nova Scotia.

Table 1: Heating systems (2019)

Per Cent Users by Province
New Nova Prince Manitoba British

9 Brunswick Scotia Edward Columbia
§ Island
v | Strictly electric or
a0 56 27 7 42 34
= heat pump systems
©
Q .

Strictl tural
T rictly natural gas 14 g 1 50 53

systems

Sources: Natural Resources Canada, Table 21: Heating System Stock by Building Type and Heating System Type, Residential Sector,
2019, New Brunswick, Nova Scotia, Prince Edward Island, Manitoba, British Columbia.

According to Natural Resources Canada data from 2019, over half of residential heating systems in
British Columbia and Manitoba, for examples, use strictly natural gas, compared to 14 per cent or
less in the Maritimes (see Table 1)>*>87, |n fact, all provinces west of New Brunswick have a
greater share of residential primary heating systems (see Figure 2)2. Furthermore, in 2019, New
Brunswick used a total of 24.1PJ of energy for space heating but just 0.4PJ of energy from natural
gas®. For context, Manitoba used a total of 33.6PJ of energy for space heating in 2019, of which
17.3PJ came from natural gas®®. This is particularly interesting because British Columbia and
Manitoba will see few impacts from the Clean Electricity Regulations as their electricity production
is already very clean. At the same time, New Brunswick has a higher percentage of electric or heat
pump systems for residential heating than both Manitoba and British Columbia.

Where natural gas is available for residents or businesses in Nova Scotia and New Brunswick, users
also face higher natural gas costs relative to other provinces. Natural gas bills, including the
commodity price, variable charges and fixes charges, among other related costs, are significantly
higher in the Maritimes than in provinces to the west. For example, in January 2018, the average
total bill for a residential consumer in New Brunswick was more than twice as high as for those
living in Saskatchewan, Alberta and British Columbia (at 7.37 GJ of consumption) (see Figure 3)!?.

It is therefore essential for electricity rates to be affordable for Maritime users before 2035 and
beyond, to ensure a transition off of higher emitting fuels for heating or transition are feasible.
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Figure 2: Energy source used for residential primary heating systems, by Province
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Source: Canada Energy Regulator, What is in a Canadian residential natural gas bill?, Statcan, CANSIM 153-0161, May 2, 2022.

Figure 3: Residential natural gas bills, by province, 2018
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Source: Market Snapshot: What is in your residential natural gas bill?, Canada Energy Regulator, July 26, 2018.
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Geographic and infrastructure differences:

In addition to a lack of established natural gas infrastructure across the Maritime provinces, other
infrastructure and geographic differences must be better accounted for in the Proposed Frame for
the Clean Electricity Regulations to ensure the transition to net-zero electricity in 2035 is
affordable, accessible, and reliable.

The Maritime provinces do not have an ability to develop hydroelectricity as British Columbia,
Manitoba and Québec do, for example. Similarly, there are concerns about the potential to
develop widespread storage necessary for a successful Carbon Capture, Utilization and Storage
(CCUS) strategy to develop low-carbon natural gas infrastructure beyond 2035. Additionally, the
Maritime provinces do not grow the scale of products needed to develop nearby biofuels (e.g.
ethanol) to green fossil fuel-fired electricity generation.

While nearby provinces (Newfoundland and Labrador and Québec) develop significant amounts of
clean hydroelectricity and already trade electricity with New Brunswick and Nova Scotia, there
have been valid concerns raised publicly about the costs and timelines needed to develop new
transmission infrastructure between the provinces before 2035 in an affordable manner.

Even if there is an ability to dramatically increase clean electricity imports to the Maritime
provinces, questions have been raised whether Québec has enough capacity to supply New
Brunswick and Nova Scotia during peak demand in the winter. Recent examples, in addition to
hydro trade delays between Newfoundland and Labrador and Nova Scotia raise valid concerns
about electricity security moving forward and reiterate the need for local demand in the Maritime
provinces!?.

The Clean Power Roadmap for Atlantic Canada: Final Report recognizes new electricity generation
will be needed to meet expected demand increases across the region, in addition to what will be
needed to replace existing coal and other aging infrastructure!®. While hydrogen and Small
Modular Reactor developments, among others, are encouraging, there are no guarantees that
these technologies would be commercially available before 2035 (as referenced in the Proposed
Frame document).

The Atlantica Centre for Energy recently released a discussion paper: Atlantic Canada’s Electricity
Future - Discussion Series Part 1: Electricity Supply. This first discussion paper helps readers
visualize electricity supply forecasts until 2050 for the four Atlantic provinces, while
demonstrating potential implications of, largely, federal policies on the supply of electricity'4. The
paper uses data publicly available through the Canada Energy Regulator’s Energy Futures 2021
report (EF2021)%°. Forecasts 2 (below) show data from EF2021 report’s Evolving Policies Scenario,
with an added simplified example of how the Clean Electricity Regulations could further restrict
supply after 2035 (see Figures 4, 5, 6).
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Figure 4: Nova Scotia Electricity Capacity Forecast (MW)

Nova Scotia Electricity Capacity - Forecast 2 (MW)
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Source: Atlantica Centre for Energy, Atlantic Canada’s Electricity Future - Discussion Series Part 1: Electricity Supply, June 2022.

Figure 5: New Brunswick Electricity Capacity Forecast (MW)

New Brunswick Electicity Capacity - Forecast 2 (MW)

5,000
4,500
4,000
3,500
3,000
2,500
2,000
1,500
1,000
500

0
2005 2010 2015 2020 2025 2030 2035 2040 2045 2050

mWind m Solar m Biomass / Geothermal ®m Hydro / Wave / Tidal m Nuclear m Natural Gas m Oil m Coal / Coke

Source: Atlantica Centre for Energy, Atlantic Canada’s Electricity Future - Discussion Series Part 1: Electricity Supply, June 2022.
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Figure 6: Prince Edward Island Electricity Capacity Forecast (MW)

Prince Edward Island Electricity Capacity - Forecast 2 (MW)
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Source: Atlantica Centre for Energy, Atlantic Canada’s Electricity Future - Discussion Series Part 1: Electricity Supply, June 2022.

Figures 4, 5 and 6 all illustrate significant reductions in electricity capacity across the Maritime
region beginning in 2030 and again in 2035. While local utilities are planning to ensure these
forecasts do not become realities, the current forecasts show each of the three provinces
wouldn’t be able to meet their respective 2022 peak demands without added capacity*.
Furthermore, the EF2021 report data shows wind and solar capacity using no index to account for
respective effective planning capacities. In reality, NB Power’s 2020 Integrated Resource Plan
forecasted New Brunswick’s capacity planning credit of wind energy to be 24 per cent of current
installed capacity and 12 per cent if the utility adds additional wind generation. Similarly, Nova
Scotia Power’s 2020 Integrated Resource Plan credits the effective load-carrying capacity of
existing wind to be 19 per cent and 11 per cent for new wind4,

Last, but not least, stakeholders from across the Maritimes raised questions and concerns
regarding the accuracy of some assumptions in the Energy Future 2021 report. While the EF2021
report provides a wealth of publicly available information to all Canadians, the Atlantica Centre for
Energy does not expect the provincial supply forecasts to be completely accurate for 2021 or
2022.

It is therefore concerning the Maritime provinces may be left without an adequately supplied,
reliable or diversified electricity grid after 2035 if natural gas-fired assets are not feasible and
other baseload generation is not available. The Atlantica Centre of Energy believes the proposed
exceptions for unabated natural gas to be used during emergency periods in encouraging,
however the conditions remain vague and provide too little certainty for planning purposes.
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Differences in utility operations:

The Proposed Frame inadequately recognizes how some utilities operate relative to others,
especially those in Atlantic Canada. Ontario and Alberta, for examples, have many utilities and
some of which operate very few assets. In contrast, the utilities in the Maritimes generate and/or
supply nearly all electricity for their respective provinces.

NB Power, for example, operates several clean electricity generation assets including wind, hydro
and nuclear. However, its fossil fuel-fired generators are used sparingly relative to the clean
electricity sources — largely to meet peak demand in January and February.

It is an unfair requirement for NB Power or other Maritime utilities to operate a natural gas-fired
generator, for example, under the same tonnes of CO; per GWh emission requirements as a utility
that operates a similar asset every day for the entire year. Instead, the Atlantica Centre for Energy
proposed generation emissions to be capped on an annual basis, not per GWh. Furthermore, the
Centre recommends that facility emissions should be accounted for on a lifecycle basis, at the
European Union has recommended based on scientific consensus'®. These amendments are
especially fair for the Atlantic region given, as Table 1 indicates, provinces west of New Brunswick
use significantly more natural gas but do so, in large part, to directly heat homes and businesses.

Additionally, the Proposed Frame ignores the differences in how some utilities purchase and
distribution electricity generated from industrial businesses or community groups. For example,
NB Power purchases electricity from an industrial business only to effectively sell it back to them.
The industrial supplier/customer should not be treated as a utility under the Proposed Frame as it
is not intentionally producing electricity for sale to the general public. The industrial business
should be exempt from the Clean Electricity Regulations as it is required to sell electricity
generated to a regulated electricity system with a PPA which is required under provincial
legislation.

Other considerations:
Costs:

As the Clean Electricity Regulations are a federal requirement, disproportionate compliance costs
born by the Maritimes should be proportionately funded by the federal government. The Atlantica
Centre for Energy acknowledges the federal government has several funding programs available
to help utilities and industry share clean energy development costs such as installing battery back-
up, smart grid on new wind infrastructure. However, as these programs are widely available in
provinces that face few compliance costs relating to the Clean Electricity Regulations or phase-out
of coal, it is important to the Maritime provinces to receive additional supports to help shelter
their ratepayers from excessive cost increases.
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It is important to recognize the CER policy and others aimed at reaching net-zero emissions by
2050 require public buy-in. These policies and others to come must be affordable to help ensure
they are supported and followed by the public.

Additionally, the Centre proposes the federal government to forgo charging utilities under the
Output Based Pricing System (OBPS) while they work to transition to net-zero electricity in 2035
and beyond. Utilities, especially those in the Maritimes, must make significant financial
investments to meet the Clean Electricity Regulations’ targets. OBPS funding would therefore be
better invested helping utilities transition to produce cleaner electricity and help protect
ratepayers from rate increases.

Credit generation:

The Atlantica Centre for Energy proposes credit generation for utilities working with industries
and large commercial users to transition these businesses to use clean electricity in their facilities
and distribution. While typically the user would be the sole beneficiary of any carbon credits
generated by reducing their emissions, large-scale success will not be possible without sufficient
cooperation with their respective utility and planning by the utility itself. As a result, the Centre
proposed that utilities be given, for example, 15 per cent of the total credits generated by the
industrial user (115% credits in total), to encourage collaboration and investment.

Additionally, the Clean Electricity Regulations should provide flexible means to achieve compliance
including carbon offset credits, renewable energy certificates and a credit trading system, for
examples.

Regional collaboration:

These significant clean electricity investments and changes must be accompanied by continued
regional collaboration. The Centre is pleased to see the federal government, Atlantic provinces
and utilities working together on the Atlantic Loop project, for example, this same level of
cooperation and collaboration must take place for all clean electricity projects. The CER leaves
only 13 years to transform how electricity is generated and supplied across Atlantic Canada. This
ambitious goal will not be possible without continued collaboration as well as growing
collaboration with industries, stakeholders and community groups.

Regulatory agility and harmonization:

The Atlantica Centre for Energy also recommends improved regulatory and harmonization across
the Atlantic region at every level of government to ensure we can meet our ambitious emission
reduction goals on time. For examples, some new frameworks still need to be developed in some
provinces to address new and emerging technologies, such as hydrogen'’. Improved regulatory
agility and harmonization will be critical not only for building the infrastructure in time to meet
our ambitious emission reduction targets, but also to attract the innovative, substantial
investments needed to foster grow in the green economy.
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Implementation transition:

Utilities will require sensible regulations for the period leading up to the 2035 when the Clean
Electricity Regulations as proposed will take effect. There are already complementary emission
reduction policies and targets for electricity generation across the Maritime provinces. For
context, it is also important to recognize the significant emission reduction which has already
taken place in New Brunswick and Nova Scotia. In 2020, New Brunswick’s electricity emissions
were 42 per cent below 2005 levels and 41 per cent in Nova Scotia®®. Total provincial emissions in
Nova Scotia in 2020 were 36 per cent below 2005 levels and 37 per cent in New Brunswick. For
comparison, the national average was just nine per cent?!8,

To further build on this emission reduction progress, Maritime utilities will need flexibility in
operations leading up to the Clean Electricity Regulations in 2035 to maximize time for planning
and development to prepare for net-zero electricity as cost effectively as possible. Additionally,
existing assets must be given as long of an operating lifetime as possible leading up to 2035 to
minimize the consequence of stranded assets.
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Summary of Primary and Secondary Recommendations

To help the Clean Electricity Regulations meet all three core principles by ensuring grid reliability
and affordability for homeowners and businesses while meeting net-zero electricity emissions by
2035, the Atlantica Centre for Energy proposes the following primary recommendations to amend
the Proposed Frame:

Cap generation emissions for a fossil-fuel burning asset to on an annual basis, not per
GWh. Asset emissions should further be accounted for on a lifecycle basis;

Ensure federal funding programs are distributed to provinces relative to their impact from
federal emission reduction regulations, such as the Clean Electricity Regulations or phase-
out of coal-fire electricity generation;

Allow to utilities to be generate an additional share of carbon credits for helping reduce
industrial emissions, among others;

Encourage ongoing regional collaboration in the development and transition of clean
energy assets leading up to net-zero electricity in 2035;

Improve regulatory agility and harmonization for new and emerging technologies needed
in the transition to net-zero electricity; and,

Provide sensible regulations leading up to the implementation of the Clean Electricity
Regulations to provide utilities with flexibility to help better prepare and keep rates as low
as possible.

The Centre also shares additional recommendations to amend the Proposed Frame include:

Avoid layering compliance costs for utilities such as OBPS in addition to investments
needed to build new clean energy assets.

Ensure flexible compliance options are available such as including a credit trading system
or renewable energy certificates as alternatives.

Exempt industrial businesses from the Clean Electricity Regulations where the business
generates electricity which must be sold to their local electricity utility, such as in New
Brunswick.
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Conclusion

It is clear the Proposed Frame for the Clean Electricity Regulations will have a profound impact on
the Maritime provinces relative to most other provinces across Canada. Reaching net-zero
electricity generation is an important goal all provinces and utilities must support, but the
Proposed Frame must better account for regional differences in terms of demographic,
geographic, infrastructure and utility operations in order to ensure this important net-zero
electricity transition is equitable, affordable and reliable for all Canadians.

The second and third core principles of the Clean Electricity Regulations are to ensure grid
reliability and affordability for homeowners and businesses, while meeting net-zero electricity
emissions by 2035. As the Proposed Frame for these Regulations currently stand, the Atlantica
Centre for Energy is concerned the second and third principles are at risk without changes to the
Proposed Frame.

The Atlantica Centre of Energy is committed to helping foster the development of the projects
needed to green the Maritimes’ grid moving to 2035 and beyond and educating the public to
ensure this transition is as understood and supported as possible. However, it is critical that the
Centre’s recommendations are recognized and incorporated into the Clean Electricity Regulations
to help ensure the ultimate success of this important policy.
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