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Summary

This paper is a response to the Draft Synthesis Report submitted to the Nova Scotia Renewable
Energy Stakeholder Consultation Process dated November 2009. The Ecology Action Centre
(EAC) and the Pembina Institute (Pembina) are both environmental non-profit organizations that
are deeply engaged in the intersection of energy and the environment. The EAC is a grassroots
organization that has been working for 38 years on environmental issues in Nova Scotia. The
Pembina Institute is a national organization that actively promotes sustainable energy solutions
through research, policy advocacy, and consulting. Both organizations have been involved in the
renewable energy stakeholder consultation process beginning in September 2009. Both the EAC
and Pembina are supportive of 2015 targets renewable electricity targets.

Our organizations recognize the difficulty inherent in the compilation of a synthesis report from
the breadth of materials collected within the first two stakeholder session. To reflect the multiple
views from across the spectrum of stakeholders, all in a very short timeframe is a significant
challenge, however, there are some significant concerns about this paper that need to be
addressed including:

1. A lack of recent historical context of renewable energy procurement in Nova Scotia;

2. Arbitrary limits on project categories and sizes and an unnecessarily complicated
policy suite;

3. The recommended scenarios and the policy recommendations to achieve targets
have no resemblance to the discussions that took part within the stakeholder
discussions.

4. The Draft Synthesis Paper offers no evidence that RFPs are cost effective or more
cost effective in comparison to other policies. RFPs are presented, a priori, as a
mechanism superior to others.

Additional comments are addressed in the order they are presented in the synthesis paper.

While Nova Scotia should chart its own course in developing renewable electricity policy, there
is significant experience elsewhere that should be examined, most notably the province of
Ontario that recently went through a major renewable energy procurement process review. In
2006, Ontario implemented a system that is very similar to the suite of policies presented in most
of the scenarios in the Draft Synthesis Paper; net metering for small projects, a standard offer
contract for ‘community projects’ and RFPs for ‘large’ utility-scale projects. After three years,
the government of Ontario completely overhauled their procurement in 2009 in favour of a
broader feed-in tariff. This new policy is designed to ensure the profitability of local
renewable energy investments and includes specific premiums and other mechanisms to
encourage community and aboriginal-owner projects, as well as remaining open to private
and entrepreneurial development. The recommendations in the current synthesis report
suggest that Nova Scotia should go down the same road Ontario just abandoned because of its
serious limitations and failures to deliver.






Overall Comments

Nova Scotia Context

Nova Scotia is currently focused on an accelerated goal of 25% renewable electricity supply by
2015. The province is not only developing a strategy to meet these specific targets, but more
importantly setting Nova Scotia on a trajectory that can clean up one of the most polluting
electricity sectors in Canada.

The Nova Scotia Renewable Energy Standard (RES) set mandatory targets for renewable
electricity to come into force starting in 2010. To meet the 2010 RES of 5% new renewable
electricity, Nova Scotia Power (NSP) contracted power through a Request for Proposals (RFP)
system that resulted in high levels of contract failures. While this has frequently been blamed on
the economic downturn, contract failures are quite common in renewable energy RFPs as stated
in a 2006 study for the California Energy Commission of contract failures from across North
American electric utilities:

Data collected on recent utility experience shows a capacity-based success rate [of
renewable power contracts] of just 53 percent (considering online and on-schedule
projects). If projects that are not achieving their performance goals are also included as
successful projects, however (leaving only cancelled projects and those that are
significantly delayed and not yet on-line as failures), then the success rate jumps to 62
percent.

Thus, such failures are typical and not unusual. NSP and the province should have been aware of
historical RFP failure rates before using such a policy mechanism. As a result of the RFP failures
in Nova Scotia, not only did NSP need to buy into several projects but also the Government of
Nova Scotia did not hold the utility accountable for its failure to meet the 2010 RES.

In the wake of fear that NSP would fail to meet the RES, the government reiterated its support
for renewable energy by announcing a new target for 2015, while recognizing the need to
consider more effective methods to meet this target by appointing David Wheeler to run a
renewable energy stakeholder consultation process.

This is the context with which the current Nova Scotia Renewable Energy Stakeholder
Consultation has been born. It is therefore surprising to see that the dominant procurement
mechanism recommended (without justification) in the Synthesis Report for all 4 of its scenarios
is an RFP (with a small set-aside for community-based feed-in tariffs in 2 of the scenarios).
Based on this recent history, alternative options must at least be thoroughly examined, before
returning to more or less the same procurement policies.

! Kema Inc. (2006) Building a “Margin of Safety” Into Renewable Energy Procurements: A Review of Experience
with Contract Failure, prepared for the California Energy Commission,
http://www.energy.ca.gov/2006publications/CEC-300-2006-004/CEC-300-2006-004.PDF
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Global Context

Renewable energy has grown at a rapid pace for the past 10 years; in fact in 2008 the UN
reported more investment in new renewable electricity than new coal, nuclear and natural gas
electricity combined. This has been in large part due to a single policy mechanism, namely a
“Feed-in Tariff” or FiT. Of the major mechanisms at play in the global market, from FiTs, to
quotas, to renewable energy certificate trading, to direct subsidies to pure open markets, FiTs
have been the dominant mechanism for over 60% of the current installed capacity globally?.

Furthermore, broad-based feed-in tariffs have been the most cost-effective way of procuring
renewable power globally and have been shown to also produce the most rapid uptake. Lord
Nicolas Stern, former Senior Vice-President of the World Bank stated that “feed-in mechanisms
achieve larger deployment at lower costs®” than other policy mechanisms such as quotas, direct
incentives or voluntary goals. The European Commission (2005) also found that, based on 10-
years of renewable energy development experience an RPS resulted in higher costs than feed-in
tariffs®,

The Renewable Energy Policy Network for the 21st Century’s 2009 market summary also noted
that:

Although the clean energy sector initially weathered the financial crisis in late 2008
better than many other sectors, renewable investment did experience a downturn after
September 2008. Total clean energy investment in the second half of 2008 was down 23
percent from the second half of 2007. Overall, renewables investments did not escape
the general flight from risk and from growth sectors; however, projects have continued
to progress, particularly those supported by policies such as feed-in tariffs.

In addition to their financial robustness, feed-in tariffs have been shown to be more reliable at
meeting targets, while bringing other benefits such as local ownership and job creation. In her
study comparing RPS and FiT models Lipp (2007)° found that:

...[Denmark and Germany]are closest to meeting their renewable energy targets and
have been able to achieve several other objectives, especially industrial development and
job creation, and in the case of Germany, CO2 emission reductions. Although other
factors have been important in determining policy choice and implementation in these

? Calculated by the Pembina Institute based on World Wind Energy Council 2009 report and the Renewable Energy
Policy Network for the 21st Century’s 2009 market summary. Noting that, in many countries there are multiple
mechanisms that work in concert with one another.

* Stern Review on the economics of climate change, www.hm-treasury.gov.uk/stern review report.htm

4 European Commission (2005), The Support of Renewable Energy Sources. European Commission Report: COM
2005, 627. Brussels.

> http://www.ren21.net/globalstatusreport/g2009.asp

¢ Lipp, J. (2007), Lessons for effective renewable electricity policy from Denmark, Germany and the United
Kingdom, Energy Policy, vol 35, issue 11, pp 5481-5495.
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countries, the particular design feature of the FIT allow it to address the needs of the
sector.

Finally, there is a major global trend toward implementing feed-in tariffs, in North America with
Ontario, Vermont and Hawaii, and reaching as far as Kenya, China and India, all of whom
implemented Feed-in Tariffs in 2009.

The Draft Synthesis Paper’ suggestions that Feed-in Tariffs (stated as Standard Offer
Contracts) ought to be restricted to community-based projects, and that RFPs are more
cost effective are both out of step with the global evidence.

Ontario Context

In 2006 Ontario implemented a Standard Offer Contract (SOC) program targeted at procuring
‘community-based’ renewable energy projects, while running parallel tracks of net metering for
residential technologies such as small wind and a competitive RFP specifically for utility-scale
wind energy.

In the two years the SOC was operational it granted 1,400 MW of contracts although only about
90 MW of projects were developed before the program was closed (Wind: 60 MW, Solar PV: 1.6
MW, Hydro: 18 MW, Landfill gas: 20 MW), none of which would be considered ‘community-
based’ projects, with the exception of about 500 kW of solar PV. There are also 50 MW of large-
scaled solar PV projects currently under construction in a series of 10 MW projects.

The SOC program was also closed in anticipation that refinements to the program would be
introduced. These revisions were never implemented once the government made a decision to
move toward a full-featured program without the limitations of the SOC program.

There have been many critiques of Ontario’s SOC program. A major critique of the SOC
program was that it was set up by the Ontario Power Authority (OPA) merely as parallel, but
minor policy to other more traditional programs such as RFPs, and was not prioritized.
Additional critiques which are relevant to Nova Scotia include:

9 Tariffs in the SOC program were set politically, not on the cost of generation plus a
reasonable profit and as a result there was no granularity to the tariffs within each
technology class,

9 Project size was arbitrarily limited to 10 MW limiting economies of scale that might suit
individual projects,

9 No provisions for gaming (which became a major problem as developers tied up grid
space with projects they planned to eventually resell or “flip’,

1 Also inadequate provisions for transmission and distribution access,

91 No special provisions for community or aboriginal projects.



Meanwhile OPA’s RFP process confronted the limitations of the RFP process found in nearly
every other jurisdiction that has used the technique: failure rates topping 50%. As mentioned
above, studies of wind energy development in North America and Europe have found that only
about 50% of projects contracted under RFP tend to get built and Ontario was no exception,
suggesting RFPs are an unreliable mechanism for reaching renewable targets.

Ontario also found, as have other jurisdictions in North America and Europe that RFPs prohibit
broad participation in the program and are especially limiting to community and aboriginal
groups.

Given this context, Ontario decided to do away with a complicated array of renewable energy
procurement policies including net-metering, a standard offer contract and competitive RFPs,
and roll them all into a broad Feed-in Tariff.

Summary

Nova Scotia’s history of contract failure and consideration of a feed-in tariff was presented in the
Economic implications of renewable energy in Nova Scotia paper completed by Gardner Pinfold
for this process’. As this appears not to have been considered in the Draft Synthesis Paper it is
worth repeating here:

...A few months later (The NS government) was forced to extend the 2010 target date to
2011, because half the projects (representing more than half the capacity) would not be
completed on schedule, and may not be completed at all by the original proponents due
to financial difficulties they face (NSPI may pick up the pieces). Many observers blame
the difficulties of trying to secure capital in the current economic environment.

While it is tempting to point to the credit crunch as the source of the problem, it is not so
simple. The challenges independent power producers face in Nova Scotia pre-date the
financial meltdown in 2008. There has been a low success rate in meeting contract
commitments, and this is not out of line with what has happened in other areas. The
policy framework governing renewable energy provides much of the explanation for the
rate at which development takes place (Farrell, 2009; Darmstatder, 2003).

From a policy standpoint, there would appear to be three main issues: what renewable
standard do we wish to achieve (how much, by when); who do we want to be involved in
production (independents, communities, utility); and, what are we prepared to pay. If the
objective is to encourage rapid development of renewables and involve communities and
independent producers in the process, then serious consideration should be given to
scrapping the current RFP approach and replacing it with a more effective mechanism.

" http://eco-efficiency.management.dal.ca/Files/NSREC/NSREC Energy Future Final Report 111609.pdf
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Measured against a criterion of effectiveness, the Feed-in Tariff (FIT) is one mechanism
that deserves careful consideration. Its implementation in Germany and Denmark has
resulted in substantial gains in renewable energy production. In Germany, for example,
wind power capacity increased from 56 MW in 1990 to 24,000 MW in 2008, with
substantial rates of gain in solar and biomass as well (Scotia Capital, 2009). Some 50
jurisdictions have adopted or are in the process of adopting FIT programs.

In a nutshell, a FIT pays renewable energy producers a set tariff for each unit of energy
produced, with the tariff designed to cover all costs and provide a reasonable rate of
return over a long-term contract (say, 15-20 years). The tariff is known in advance and
varies by technology — higher for solar than wind — to reflect cost differences. The
contracting process is straightforward and the price guarantee increases investor
confidence and access to financing.

Designing the FIT is the challenge. In general, it has to balance the needs of producers
and consumers. Ideally, a FIT program would cover several technologies to encourage
diversity and expand the scope of opportunity. The tariff should be derived using a clear
and transparent methodology and it should be technology-specific in the sense that it
captures the life-cycle costs of generating electricity with each technology. The tariff
could be designed to reduce automatically to reflect advances in technology and
learning, thereby avoiding windfall profits (this would apply to new investments).

Specific Comments Numerated in Order of Appearance
Priority concerns are shaded

2. METHODOLOGY

Page

Quote from Synthesis Paper Comment/Correction

This information is then This claim is questionable given the lack of discussion of
validated by the best other jurisdictions notably Ontario. While Europe is

practices in other presented as a monolith, which it certainly is not.

jurisdictions, both national
and international

Availability/Capacity Factor | Availability and capacity factors are not the same thing.
The capacity factor refers to the faction average annual
output from a generator compared to its maximum
capacity output. Whereas availability indicates their
technical potential to produce power. Wind turbines, for
example are typically “available” to produce power 98-
99% of the time (1-2% of year are down for O&M), but
typically produce power with capacity factors that have




been to date on the order of 30% in Nova Scotia.

Cost per installed MW

The costs of wind power projects are significantly higher
than 2.0 $mil/MW, also there is a significant difference in
solar costs depending on the scale at which it is
developed (recent estimates in Canada suggest closer to
2.7+ $mil/MW).

There are no estimates for other viable technologies such
as farm biogas, landfill gas, off-shore wind, or small
hydro.

While the installed cost is important it is a difficult
parameter to use to compare technologies. The cost of
producing power is more important which includes more
than just capacity factors, rather O&M, fuel costs (where
appropriate), etc.

3. SUMMARY OF RENEWABLE ENERGY OPPORTUNITIES FOR NOVA SCOTIA

Page ‘ Quote from Synthesis Paper Comment/Correction

6

Storage technologies could
be developed, notably
through pumped hydro
storage

Other technology options are also viable; in fact
compressed air storage is being developed in Nova
Scotia. Other storage options that exist include flow
batteries, fuel cells, etc., (more information on storage
can be found in the Pembina Institute’s Primer®). These
technologies will be part of a long term energy strategy,
but development should begin as soon as possible.

Significant amounts of power can be integrated into the
system and managed through forecasting, and eventually
DSM/smart grids, before significant power storage is
required.

Possibility to install large
wind farms (50-100 MW)
and community-based wind
energy projects (usually up
to 15 MW)

These are arbitrary categorizations. Of the 54 wind
energy projects in Canada registered under the
ecOENERGY for Renewable Power program, only 11 are
between 50-100 MW. 24 fall between 0-10 MW, none of
which are ‘community-based’, and 12 projects are larger
than 100 MW. Community based projects are not
necessarily small, for example, The Paderborn
Burgerbeteiligung in Germany is totals 111 MW.
Imposing arbitrary project sizes limits individual project
developers from maximizing their local economies of
scale.

® peters, Roger, (2008) Storing Renewable Power, http://pubs.pembina.org/reports/StoringRenewablePower-

junl7.pdf
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7,8

(7) Carbon neutral energy
(without consideration of
the harvesting of the
biomass. [forest biomass]
(8)Perceived as an emitter
of greenhouse gas [forest
biomass]

The use of forest biomass is not carbon neutral due
changes to forest ecosystems; notably accelerated
decomposition of soil carbon and replacement of mature
forests with young forests.

High technology risks
[solar]

The risks for solar are in fact very low, as the technology
is well proven and operates without moving parts. The
costs are still high.

The solar resource is modest
in Nova Scotia

This statement is inconsistent with the statement on page
10 that solar heating systems are accessible and
economically feasible. Tokyo, Japan has the second
largest per capita installation of solar PV and has a yearly
solar potential of 885 kWh/kW of installed PV, compared
to Halifax, with 1,074 kWh/kKW (Berlin, Germany has a
potential for 848 kWh/kW, while Toronto, Ontario is
1,161 kKWh/kW).°

9,10

Solar/ocean energy cannot
be dispatched

The statements made for power storage for wind are
equally true for other non-dispatchable renewables.

12

Small hydro

We are pleased to see this technology included as an
option despite it not being discussed in the stakeholder
consultations. In 2006, the Canadian Hydropower
Association estimated there to be a technical potential for
up to 8,499 MW of hydro in Nova Scotia. While there
is a significant difference between technically possible
and economically/socially/environmentally desirable
potential are significantly different, there may be suitable
sites in the Province.

There are also hydro projects in Nova Scotia that are no
longer operating, but could be ‘re-powered’ provided the
right incentives are in place. In addition, existing sites
can also be repowered, which can result in higher
environmental standards, better fish and waterflow
management, and improved electrical generating
capacity. Both Germany and Switzerland have a FiT for
repowering old hydro sites.

12

The installation/operation
and maintenance costs are

While local access, including the distance from the
electricity grid would be important factors in developing

® Natural Resources Canada, Photovoltaic potential and solar resource maps of Canada,
https://glfc.cfsnet.nfis.org/mapserver/pv/rank.php?lang=e

1% survey of Canadian Hydropower Potential, http://www.eem.ca/index.php/case-studies/survey-of-canadian-
hydropower-potential

10
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not well know [small hydro]

new projects, small hydro systems are very common in
Canada and their development and O&M costs are well
established.

12

There are other viable technologies such as farm
biogas, landfill gas, small wind (<100 kW) and off-
shore wind that are not described.

5. MODELS OF DEVELOPMENT OF RENEWABLE ENERGY SOURCES

Page ‘ Quote from Synthesis Paper Comment/Correction

13 ...as seen in Europe, the While some countries, notably Denmark and Germany
wind energy sector can be have made significant (commendable) efforts to
developed through encourage community-owned power projects, this is not
community-based uniformly the case in Europe, or even in these two
approaches where smaller countries where many private developers are also able to
wind farms are locally participate in the market. Spain, which had the 3" largest
owned through local installed capacity of wind turbines in the world as of
initiatives. 2008 (16,750 MW), has done so almost exclusively

through Feed-in Tariffs accessed by private developers.

13 The traditional approach to | While this statement may be true about electricity plants
the development of historically (pre-2000), in recent history, the most
electricity generation common model, particularly for renewable power
facilities in Canada is development is for independent power producers (IPPs)
through the ownership by to develop and own new generation, selling the power to
Crown Corporations. a utility for transmission/distribution. In some cases this

is sold to the Crown Corporation (Sask, Man, Quebec for
example), in other cases it is directly sold into the market
(Alberta, Ontario).

13 The wind energy sector is | It is unclear if this statement is referring to Canada or

thus characterized by
three main models of
ownership of wind
farms...

the world. In either case, the categories are incorrect.

Canada: The vast majority of wind projects have been
developed and owned/operated by private developers.
RFPs have been the most common procurement
mechanism, with the exception of Alberta which is an
open electricity market. There too few community-
based projects to make general comments about their
procurement mechanism, although the 500 MW RFP
for community based projects in Quebec is the largest
call for community-based power. With the adoption of
the Green Energy Act in Ontario, both categories will
change in the near future.

Globally: Feed-in Tariffs have been the most common
market mechanism to develop wind energy projects,

11




most of which have been developed by private
developers, although other mechanisms have played
dominant roles in countries such as the USA, UK,
China and India. In 2009, both China and India
developed Feed-in Tariff models, as have several
American states.

15 The concept is gaining While this statement is true for Ontario as evidenced by
popularity in a growing the Green Energy Act, there is no equivalent legislation
number of jurisdictions, in BC that comes anywhere close to being as supportive
including in Ontario and of community power.

British Columbia in Canada.
15 Standard Offer Contracts (SOC) are generally not

considered to be inter-changeable language with Feed-in
Tariffs (FiT), for the simple reason that most modern
FiTs offer differentiated rates for either technology or
resource quality or both and are thus non-standardized.

15 Communi ty wi | Thereisnoreason that community-based projects
ought to focus exclusively on wind.

15-16 | Fundamentally, the policy The fundamental policy objective of a feed-law is to
objectives of Standard Offer | procure renewable power, by creating a stable policy
Contracts is to increase the | environment. Spain, the country with the 3" largest

local and community amount of installed wind globally, has used Feed-in
participation in renewable Tariffs, none of which have been developed through
and wind energy projects community based projects™’. If they are tailored to do so,

Feed-laws can certainly be used to facilitate community
projects by opening up access to the electricity market
and grid, offering stable and bankable prices for
development and in some cases offering premiums to
encourage community participation, but it is debatable if
that is their fundamental objective.

18 Why is the discussion limited only to large wind,
community-based wind and biomass?

6. POTENTIAL SCENARIOS FOR RENEWABLE ENERGY DEVELOPMENT IN NOVA
SCOTIA

Page  Statement Comment/Correction

21 It is unclear how the scenarios or the policies
recommended in this section were developed. There
was little to no discussion of any of these scenarios or

" stenzel, T., Frenzel, A. (2008), “Regulating technological change — The strategic reaction of utility companies
towards subsidy policies in the German, Spanish and UK electricity markets,” Energy Policy, Vol. 36, pp. 2645-2657.

12



procurement policies in the stakeholder sessions prior
to the synthesis paper.

21

Net metering policy

Net metering is NOT an effective policy for procuring
renewable power. It helps individuals who are willing
to put significant personal funds into renewable
power for altruistic reasons, but does not change the
economics or incent the uptake of renewable power. It
is the view of the EAC and Pembina that a net
metering policy adds undue complexity, but brings
little benefits and should not be included. The current
net-metering policy should be replaced with a feed-in
tariff with prices set according to cost of production
will enable homeowners to participate in renewable
power development.

Given the economics are so unfavourable, a net-
metering effectively excludes individuals from
participating.

22

Embedded generation policy

Allowing “behind the meter” direct sales or on-site self-
generation may be a useful in certain applications.

23

Renewable based heating

We are very supportive of the concept given the heavy
use of electricity in Nova Scotia for both space and water
heating, although it is arguable that a HST rebate would
have any significant impact on sales of such systems.
Effective policy is required to encourage significant
investment in solar energy and therefore, further policy
research is warranted on this topic, including examining
Germany’s recent adaptation of a renewable heat
policy™.

A number of policy options are discussed below
including, but not limited to, revolving loans structured to
help to overcome capital cost barriers, a NS solar utility,
and financing options through municipal tax structures.

26

Smart Grid Pilot

While we are supportive of the notion of fostering smart
grid infrastructure, it is not clear what is meant by a ‘pilot
project’. Smart grid infrastructure should be pursued
broadly with a specific goal of maximizing the long-term
ability for renewable energy uptake in the province.

27+

Short term scenarios (all)

The 4 scenarios listed in the paper are inconsistent
with the scenarios discussed in the consultations. The
(obvious) scenario of enabling communities,
individuals and private developers to chose their own

2 http://www.erneuerbare-energien.de/files/pdfs/allgemein/application/pdf/ee_waermeg_en.pdf

13




mix projects and technologies has not been discussed
in either the consultations or the synthesis paper.

27 Set a limit on the This limit is arbitrary and appears to be set without
maximum allowable size justification, either economic or technical. It is also
of individual wind farms unclear why the government should predetermine

where wind projects are distributed throughout the
province, given grid access limitations.

28 Approximately one billion Inconsistent with the current cost of wind power.
dollars

29 Impact on the electricity There has been significant discussion (assumptions)

rates in Nova Scotia

made about cost implications of achieving the 25%
target. The only calculations that have been submitted
to the process appears in the Gardner Pinfold
economics paper. These calculations do not appear to
have been considered in the synthesis paper. In both
cases an important missing component is the cost of
business as usual, notably the risk exposure to carbon
prices and imported fuel costs. The Gardner Pinfold
paper suggests meeting the 2015 target could result in
a 7% price increase over 2009 prices. It should be
noted that residential rates have increased from
8.61¢/kWh in 2002, to 11.79 ¢/kWh in Nova Scotia —a
37% increase’®, and as such price increase needs to be
contextual i-zetdhitmg't hec éen
current prices as if they are steady.

Policy Recommendations

1. Renewable Energy Procurement

A broad based feed-in tariff would offer a simpler, more transparent and yet more
comprehensive procurement policy. This would allow the greatest breadth of technology
development, social and economic benefits, all of which were consistently highlighted as widely
agreed upon principles throughout the initial stakeholder consultations.

A Feed-in Tariff (FIT) provides three key provisions to renewable energy generators:

1 A guaranteed grid connection;
1 A long term contract; and
f And a fixed price sufficient for a reasonable return on investment.'*

3 http://www.nspower.ca/en/home/residential/billing/readyourbill/default.aspx

" Farrell, John, (April 2009). Feed in Tariffs in America: Driving the Economy with Renewable Energy Policy that
Works. Heinrich Boll Stiftung The Green Political Foundation. http://www.boell.de/climate-transatlantic/index-

129.html

14
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Feed-in tariff rates need to be based on the cost of generation, plus a reasonable profit. Unlike
Standard Offer Contracts, Feed-in Tariffs rates should be differentiated by renewable energy
technology, including, solar, biogas, tidal and combined heat and power. Setting tariff prices on
the cost of generation naturally leads to highly differentiated tariffs. Ontario’s new feed-in tariff
program, for example, has five different tranches for solar PV alone. There are four categories
for rooftop solar PV and one for large ground-mounted systems. This enables broad participation
and develops renewables in different applications. There are two categories of wind tariffs:
onshore, and offshore. This reflects the very different cost structures of the two applications. ,
FiTs can be differentiated to account for economies of scale, and can effectively target both large
(>100MW) and small (<30kW) projects.

Additionally, in many European counties, rates are further differentiated by the quality of the
local renewable energy resource, this helps ensure more equitable distribution of projects and
ability to access the program. Resource quality differentiation is not current part of in Ontario’s
Green Energy Act, and would be a significant advancement for Nova Scotia to adopt.

Feed-in tariffs rates can also be differentiated to encourage energy storage and improve grid
management.

Rates can be tiered partially to inflation or remain stable over the life of a contract. Advanced
feed laws in Europe tend to have annually declining rates that are offered for new contracts to
reflect the continually improving cost effectiveness. Regular reviews of rates based on cost of
production will ensure a stable market while minimizing ratepayer costs. A transparent review
process should be established to regularly review and set technology-specific feed-in tariff rates
for all forms of renewable energy and energy resources by drawing on government, industry, and
analyst expertise.

2. Community Power
The Synthesis Report identifies Community Resource Centres as a forum for the exchange of
ideas, technology, expertise and awareness. This is an essential piece of the puzzle that cannot be
overlooked and can be expanded upon. Renewable energy development and wind energy in
particular will have a wide range of direct social, environmental and economic impact on local
communities. Education and communication will be necessary, but more importantly Nova
Scotians must be part of the planning process have a degree of control project siting so that
development is not imposed on communities.

Municipalities can play a significant in this process and the Nova Scotia provincial government
should assist municipalities in the development of wind energy plans in consultation with
communities and all other stakeholders and levels of government. A province wide decision
making framework must be established to determine appropriate renewable energy development
sites in advance of development proposals. The challenges associated with community

15



engagement have been addressed throughout the renewable energy stakeholder consultation
process and the Social Paper outlines the importance of early engagement and fair processes.
France and Germany were identified as jurisdictions that have made it possible for communities
to have control in the renewable energy development process.

Community Resource Centres also provide an opportunity to offer expertise on the both the
positive and negative effects of renewable energy development on communities. This would
include best practices that maximize the benefits of wind energy harvesting while minimizing the
negative impacts. Community Resource Centres would require staffing expertise not only
regarding impacts of renewable energy, but also skills related to community outreach and
conflict mediation.

The Synthesis Report does not address how these centres will be funded. A stable funding stream
is important as the insecurity and logistical challenges associated with government grants based
on annual budgets could place undue stress on the organization. Alternate funding mechanism to
be considered could include a system benefit charge.

3. Biomass
The Synthesis Report identifies the barrier that biomass is perceived “as an emitter of
greenhouses gas” when in fact; biomass is not a carbon neutral energy source. Currently,
knowledge gaps exist with respect to the level of sustainable supply of biomass in Nova Scotia in
addition to a lack of regulation and enforcement on sustainable harvesting practices. As a result,
any biomass recommendations must be based on highly conservative estimates.

The Ecology Action Centre’s Forest Biomass Energy Report I: Forest Sustainability, submitted to
the Renewable Energy Stakeholder Consultation Process outlines these considerations in detail.*®
The regulatory regime in Nova Scotia requires change to prohibit whole-tree harvesting on both
private and Crown lands, or by prohibiting biomass energy facilities from purchasing deadwood, tree
tops and branches as feedstock (with minor exceptions).

The Ecology Action Centre’s Forest Biomass Energy Report Il: Potential for Small-Scale,
Community-Based Biomass Energy Projects in Nova Scotia® outlines potential risks inherent in
a model of large scale biomass energy facilities and the benefits to focusing exclusively on de-
centralized generation. Policy recommendations in this paper include:

r Simpson, Jamie, (October 28, 2009). Ecology Action Centre. Forest Biomass Energy Report I: Forest Sustainability.
http://eco-

efficiency.management.dal.ca/Files/NSREC/EAC Forest Biomass Energy Report 1%2C for Dr. Wheeler and tea
m.pdf

16 Simpson, Jamie and Prest, Dale. (October, 2009). Forest Biomass Energy Report Il: Potential for Small-Scale,
Community-Based Biomass Energy Projects in Nova Scotia. http://eco-
efficiency.management.dal.ca/Files/NSREC/EAC biomass_report 11%2C small-

scale biomass energy%2C Oct 09.pdf
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Establish a province-wide feed-in-tariff to help promote investment;

Encourage community investment funds to help overcome initial start-up costs of
biomass facilities; and

1 Ensure combined (electrical and thermal) efficiencies of utilised energy be greater
than 80%.

= =4

Finally, the Synthesis Report does not adequately address non-forest biomass which also offers
significant opportunities and advantages in the development of renewable energy in Nova Scotia.

4. Storage
Energy Storage will become increasingly important as Nova Scotia is faced with balancing an
increasing percent of variable renewable energy and building local energy independence. We
fully support the development of a storage pilot project and would encourage expansion beyond
one project.

An example of innovative initiatives in Nova Scotia is the Scotian WindFields flow battery
energy storage system project and the Alton compressed air energy storage system, both of
which are leading edge projects in Canada. Further research and development of storage
technology options should begin in 2010. A study should be commissioned to identify
technology options, economic feasibility and geographic suitability. Feed-in tariffs can be used
to encourage on-site storage (i.e. firming renewable power) or off-site storage (balancing).

Another balancing option now being used in Spain allows projects to “co-operate” and act as one
generating unit, for example two different wind sites can partially balance each other out, or a
biomass system can match the peak/trough cycle to improve grid integration, and reducing
balancing costs. Tariffs can be adjusted to reflect the ‘firmness’ of project/projects.

5. Smart Grid
We fully support smart grid development. The goal smart grid technology development should
be integrating renewable energy resources into the electricity system to build a low carbon
decentralized energy future in Nova Scotia.

Funding smart grid technologies development through a system benefits charge may be more
suitable than placing this financial burden on taxpayers as opposed to ratepayers.

6. Heating Strategy
Technologies to be developed a part of a renewable energy based heating strategy include solar
heating systems, biomass systems, and non-biomass combined heat and power.

The EAC submission to the Nova Scotia Climate Change Action Plan identifies policy options
for supporting the development of on-site renewable energy generation. The EAC hagxperience

v Ecology Action Centre, (December 2007) Nova Scotia Climate Change Action Plan and Energy Strategy: A
Contract for a Low-Carbon Future in Nova Scotia.
http://www.ecologyaction.ca/files/images/file/Energy/071218 Submission EAC.pdf
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with respect to heating issues, solar irparticular, asa result ofon-the-ground projects
working with NS consumers through theSolar GainProject This experience has
demonstrated that building various financing options is an important first step. This will include
government support in the form of zero-interest or reduced-interest loans or loan guarantees.
This approach has been used in Prince Edward Island, where the government offers a low-
interest loan for energy efficiency upgrades, including solar water heaters.

Another option is a solar utility model where the utility provides solar energy to the end-user, by
which the utility owns the collection system as opposed to the user. The solar utility pays the
capital cost of purchasing and installing the system and takes care of all maintenance and repair.
In return, the end-user of the solar energy pays the solar utility a fixed rate per unit of solar
energy delivered, as if it were another fuel like oil or gas, typically with a ten-year energy
purchase agreement. The end-user will never own the system, but they also don’t have to finance
or maintain it and they have an operating cost for energy instead of a large capital cost.
Typically, the solar energy price is set equal to or slightly less than the cost of the (usually fossil)
fuel that it is displacing, so that the end user experiences no net increase in costs. The Province
of Nova Scotia could set up a solar utility, or grant a franchise to a company or organization to
operate a solar utility.

The upfront cost of on-site renewable energy generation is a barrier, but innovative policy can
overcome this. The Government of Nova Scotia, in cooperation with the Union of Nova Scotia
Municipalities could set up a financing system through municipal local improvement charges.
This model exists in Berkley, California where solar water heating systems are financed through
the municipality, by which payments are made on property tax bills. Payments of the solar
system are transferred to a new owner if the house is sold. This spreads the cost among the
present and future owners of the building, and avoids the deterrent of the present owner having
to pay the whole upfront cost.

Other policy options include increased awareness and public education, establishment of a norm
in finding creative solutions to normalize the technology. Capacity and confidence in the
industry are necessary through developing product standards and building the industry of
certified installers.

Comprehensive on-site renewable energy generation will require a complex suite of policies and
regulations. More research is required to ensure successful and cost effective promotion of these
technologies in Nova Scotia including, as mentioned earlier, examining Germany’s recent efforts
in this arena™.

'8 http://www.erneuerbare-energien.de/files/pdfs/allsemein/application/pdf/ee waermeg en.pdf
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7. Local low-impact Hydro
The potential for low-impact hydro systems, including re-powering old hydro sites should be
examined in Nova Scotia, and where they can be developed in an environmentally and socially
acceptable manner, should be included in any procurement policy.

8. Energy Poverty
The social implications for low income Nova Scotians are a critical component of any
comprehensive renewable energy policy and these considerations are largely absent in the
Synthesis Report. Energy poverty will increase unless public policy is put in place to break
down barriers to allow low income Nova Scotians to participate in the solutions that will build
low carbon future. The Social Paper outlines a combination of actions including low income
access to self generation, smart grid and energy efficiency programs and poverty initiatives such
as job creation and social assistance rates.'® The Paper also references a Universal Service
Program? that cannot currently be implemented in Nova Scotia.

Conclusions

Renewable Energy Procurement
9 Legislate a full suite of cost of production-based feed-in tariffs, differentiated by
technology type, project size, and resource quality, with specific incentives for
community and Aboriginal ownership/partnership projects.

Community Power
9 Assist municipalities in the development of community wind energy plans
1 Community Resource Centres are important and will require staffing expertise not only
regarding impacts of renewable energy, but also skills related to community outreach and
conflict mediation.
1 Consider alternative funding mechanisms for Community Resource Centres such as a
system benefit charge.

Biomass
1 Biomass recommendations must be based on highly conservative estimates due to the
information gap on sustainable supply in Nova Scotia.
Establish a province-wide feed-in-tariff to help promote investment;
Encourage community investment funds to help overcome initial start-up costs of
biomass facilities; and
1 Ensure combined (electrical and thermal) efficiencies of utilised energy be greater than
80%.
9 Include non-forest biomass options.

1
1

1 Haley, Brendan, Social Implications of Nova Scotia Renewable Energy Scenarios.

2% Colton, Roger. (2004), Direct testimony and exhibits before the nova Scotia utility and review board on behalf of
Dalhousie legal aid service in the matter of: an application by nova Scotia power inc. For approval of certain
revisions, to its rates, charges and regulations. Vol. P-881. Halifax.
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Storage

9 Support current energy storage projects and develop new pilot projects.
9 Develop a feed-in tariff for storage.

Smart Grid

9 Develop smart grid pilot projects in the short term.
1 Consider funding projects through the electricity rate base as opposed to provincial
taxpayers.

Heating Strategy

1 Develop financing options such as zero-interest or reduced-interest loans or loan
guarantees, the creation of a solar utility, and/or financing through municipal local
improvement charges.

9 Build awareness, public education, normalize the technologies and build capacity and
confidence in the industry.

Local Low-Impact Hydro

1 Low-impact hydro systems, including re-powering old sites should be an option that is
available to the province.

Energy Poverty
1 Ensure low income access to efficiency, smart grid and self generation programs and

institute the Universal Service Program that cannot currently be implemented in Nova
Scotia.
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