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Maritime Electric Responses to Interrogatories Filed by IRAC

S-1

The Company is requesting deferral of collecting from customers the
approximately $20 million in replacement energy purchases during the Pt.
Lepreau refurbishment project. The Commission notes the Application indicates
the non deferral of this energy cost would result in an additional 3.0 percent
increase in 2009 energy costs to customers. Is the 3.0 percent additional costs
still relevant considering the price change for energy since the filing of the

application?

Response:

The proposed deferral, in the Application, of approximately $14.0 million in premium
replacement energy costs associated with the Pt. Lepreau refurbishment was
determined based on a forecast 2009 exchange rate of 95 cents and oil prices in the
range of $104 to $110 per barrel during the year. Since filing the Application on
October 2, 2008, the Company has, on October 17, 2008 locked in the fossil fuel
component of the EPA based on a 2009 oil price of US$71.85/bbl per barrel and natural
gas price of US$6.786/MMBTU. It is the Company’s recent experience that New

England market electricity prices have essentially been based on natural gas prices.

The EPA however, is paid in US dollars. The US dollar has appreciated significantly in
relation to the Canadian dollar in recent weeks. This has lead to the Company
adjusting its US exchange rate forecast for 2009 from 95 cents to 82 cents. This has
the effect of increasing the cost of energy purchases under the EPA, including the
premium replacement energy during the Pt. Lepreau refurbishment period. This
replacement energy is now forecast to be approximately $19.3 million in 2009 which, if
not deferred as proposed in the Application, would increase 2009 costs for a Rural

Residential customer using 650 kWh/month by a further 5.5 percent.
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S-2 The Energy Cost Adjustment Mechanism (“ECAM”), which has been in existence
in its current form since 2005, has seen a dramatic increase in recovery from
customers of energy costs since the signing of the current Energy Purchase
Agreements with NB Power (April, 2008). The Company notes this current energy
purchase agreement completes the transition from cost based pricing to pricing
based on the New England market. Please provide a comparison of customer

energy charges in other jurisdictions within the New England market.

Responsé:

The table below provides a comparison of energy for each of the New England States for the
month of July 2008. The source of the information is the Electric Power Monthly report released
on October 28, 2008. This information is compiled regularly by the Energy Information

Administration, Official Energy Statistics for the U.S. Government (www.eia.doe.gov ).

The average retail price in the census is calculated as the total monthly revenue by class
divided by total kWh sales by class. This includes service charges, energy charges and any
additional riders in the various jurisdictions. For comparative purposes, the report is shown in
Canadian dollars using the average exchange rate for July 2008 of 1.01269545 as published by
the Bank of Canada, Financial Markets Department. Maritime Electric has calculated its

equivalent all in rate for July 2008 and included it in the table below.

Report No. DOE/EIA-0226 (2008/10)

Data for: " July 2008
Report Released: October 28, 2008
Next Release Date: Mid-December 2008

Table 5.6.A. Average Retail Price of Electricity to Ultimate Customers by End-Use Sector, by
State, July 2008

(Cents per Kilowatt-hour)

Census Division Residential Commercial Industrial All Sectors

and State July 2008 July 2008 July 2008 July 2008
Connecticut 19.26 16.65 14.98 17.56
Maine 16.51 13.25 12.53 1423
Massachusetts 17.96 17.14 15.95 17.27
New Hampshire 16.19 14.97 14.04 15.30
Rhode Island 18.25 16.57 15.73 17.20
Vermont 14.84 12.65 9.15 12.54
Maritime Electric 18.91 16.44 10.30 16.45
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§-3 The Application states the forecast of energy purchase costs is based on a $0.95
Canadian dollar and 2009 oil prices of $104 to $110. Although actual resuits will
automatically be adjusted to customers through the operation of the ECAM,
please provide an update to the energy purchase forecast data based on current
values of the Canadian dollar, oil prices and/or natural gas prices. In addition,
please provide an updated analysis of the forecast monthly billings for a 650

kWh/month Rural Residential Customer for the remaining period of 2008 and 2009.

Response:

The table below provides an update to the forecast 2009 energy costs compared to the original
forecast for 2009 in Schedule 15 of the Application. This table also reflects the lower energy
sales forecast for 2009 (a decrease of approximately 4.0 million kWh’s). Since filing the
Application on October 2, 2008, world prices for fossil fuels have declined significantly, while on
the other hand the Canadian dollar has experienced a marked depreciation relative to its US
counterpart. As well, during this period, the Company locked in the fossil fuel component of the
EPA pricing based on a 2009 oil price of US$71.85 per barrel and a natural gas price of
US$6.786/MMBTU. The reduced costs for Dalhousie, the Charlottetown Plant and the 50 MW
Combustion Turbine reflect the decline in fossil fuel prices while the increases in costs for EPA
Firm and System Energy purchases (made in US dollars) reflect the decline in the value of the

Canadian dollar relative to the US dollar.

Energy Supply Cost by Source (Revised)
2009 Forecast | 2009 Forecast .
Source Wil . Difference

(Application) (Revised)
Point Lepreau 10,761,500 10,603,700 (157,800)
Dalhousie 24,842,900 21,212,700 (3,630,200)
EPA — Firm Energy Purchases 38,538,800 43,348,000 4,809,200
EPA - System Energy Purchases 35,633,600 39,832,100 4,198,500
Charlottetown Plant 4,657,900 3,866,700 (791,200)
50 MW Combustion Turbine 3,555,800 2,822,400 (733,400)
Borden Plant 446,800 399,200 (47,600)
Wind 15,008,800 15,590,500 581,700
Ancillary Services 829,200 829,800 600
Other Purchases 2,171,800 1,338,700 (833,100)
Amortization of Deferred Charges 213,600 213,600 -
Total 136,660,700 140,057,400 3,396,700
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The following table contains an updated analysis of the forecast monthly billings for a Rural
Residential customer consuming 650 kWh per month in 2008 and 2009. Using the revised
energy cost forecast, a Rural Residential customer would experience a year over year increase
of 5.34% ($78.04) in 2009 compared to the original forecast year over year increase of 7.47%

($109.00) contained in the Application.

Although energy costs are forecast to increase by an additional $3.4 million, the year over year
increase to customers is forecast to decline from 7.47% to 5.34% because of the proposed
deferral of the Pt. Lepreau premium energy costs. The deferral of the increased Pt. Lepreau
costs outlined in S-1 will lower the ECAM rate in 2009 and thus reduce the overall year over

year increase to customers in 2009.



Maritime Electric

Basic Rate per kWh
ECAM Rate per kWh

Service Charge
Energy Charge
ECAM Charge
Sub-total

GST

Total

Monthly Change

Basic Rate per kWh
ECAM Rate per kWh

Service Charge
Energy Charge
ECAM Charge
Sub-total

GST

Total

Monthly Change

Maritime Electric Company, Limited
Rural Residential Customer - 650kWh

Responses to Interrogatories Filed by IRAC

Jan-08 Feb-08 Mar-08 Apr-08 May-08  Jun-08 Jul-08 Aug-08  Sep-08 Oct-08 Nov-08  Dec-08 Total
0.1068 0.1068 0.1068 0.1087 0.1087 0.1087 0.1087 0.1087 0.1087 0.1087 0.1087 0.1087
0.0124 0.0133 0.0145 0.0167 0.0304 0.0345 0.0359 0.0401 0.0428 0.0466 0.0486 0.0517
$24.39 $24.39 $24.39 $24.83 $24.83 $24.83 $24.83 $24.83 $24.83 $24.83 $24.83 $24.83
69.42 69.42 69.42 70.66 70.66 70.66 70.66 70.66 70.66 70.66 70.66 70.66
8.06 8.65 9.45 10.83 19.73 22.41 23.31 26.08 27.83 30.32 31.59 33.61
$101.87 $102.46 $103.26 $106.31 $115.21 $117.89 $118.80 $121.56 $123.32 $125.81 $127.07 $129.09 $1,392.65
5.09 5.12 5.16 5.32 5.76 5.89 5.94 6.08 6.17 6.29 6.35 6.45 $69.63
$106.96 $107.58 $108.43 $111.63 $120.97 $123.79 $124.74 $127.64 $129.48 $132.10 $133.43 $135.55 $1,462.29
0.6% 0.8% 3.0% 8.4% 2.3% 0.8% 2.3% 1.4% 2.0% 1.0% 1.6%
Jan-09 Feb-09 Mar-09 Apr-09 May-09 Jun-09 Jul-09 Aug-09 Sep-09 Oct-09 Nov-09 Dec-09
0.1087 0.1087 0.1087 0.1178 0.1178 0.1178 0.1178 0.1178 0.1178 0.1178 0.1178 0.1178
0.0434 0.0392 0.0376 0.0273 0.0280 0.0283 0.0283 0.0273 0.0274 0.0296 0.0325 0.0342
$24.83 $24.83 $24.83 $26.92 $26.92 $26.92 $26.92 $26.92 $26.92 $26.92 $26.92 $26.92
70.66 70.66 70.66 76.57 76.57 76.57 76.57 76.57 76.57 76.57 76.57 76.57
28.21 25.48 24.46 17.75 18.22 18.41 18.39 17.76 17.83 19.27 21.12 22.21
$123.70 $120.96 $119.95 $121.24 $121.71 $121.90 $121.88 $121.25 $121.32 $122.76 $124.61 $125.70 $1,466.98
6.18 6.05 6.00 6.06 6.09 6.10 6.09 6.06 6.07 6.14 6.23 6.28 $73.35
$129.88 $127.01 $125.94 $127.30 $127.80 $128.00 $127.97 $127.31 $127.38 $128.90 $130.85 $131.98 $1,540.33
-4.2% -2.2% -0.8% 1.1% 0.4% 0.2% 0.0% -0.5% 0.1% 1.2% 1.5% 0.9% 5.34%
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S-5 What was the cost of the 2008 ice storm and power outage in PEI? What impact

does this cost have on the current rate application?

Response:

The 2008 ice storm resulted in approximately $2.5 million in capital related costs. These costs
are collected through fixed asset amortization over an extended period of time (in this case
approximately 35 years). Assuming a 35 year period this would result in an amortization
expense of $71,250 per year (50% of this amount in the first year). This cost is forecast to be
recovered through Basic Rates associated with the load growth forecast for 2009. As
mentioned in the current Rate Application there is no increase requested for non-energy related

costs.
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S-6a As required under the Renewable Energy Act, the Company purchases 15% of its
energy (52.5 MW) from the wind farms in East Point and North Cape. The pricing
of this wind energy, as determined by this legislation, appears to be favorable
when compared to current market energy prices. What additional costs, such as
backup energy, are associated with wind energy which must be incurred by the

Company?

Response:
The following additional costs associated with wind power (i.e. those costs in addition to the
mandated minimum purchase price that the utility must pay) have been identified:
1. A wind following charge that is added to the cost of the purchased energy that fills in
behind (backs up) wind power.
The cost of transmission system additions required to connect the wind farm to the grid.
Potential losses resulting from having to resell a portion of the wind generation,

purchased under take or pay contracts.

Maritime Electric has incurred costs for items 1 and 2 in association with the 52 MW of wind
power that the Company is currently purchasing. Item 3 could occur as more wind power is
procured to meet the proposed 30% Renewable Portfolio Standard (RPS). These additional

cost items are discussed in more detail below.

Wind Following Charges

Under the Energy Purchase Agreement with NB Power that was in effect from November 1,
2006 to March 31, 2008, there was a US$4,000/MW-month wind following charge added to the
Assured Energy supply from NB Power. This corresponded to a premium of approximately
US$14/MWh for the generation from the 61 MW of wind power currently supplying PEI load (52
MW for Maritime Electric and the 9 MW that Summerside is purchasing from the West Cape
wind farm). ($4,000/MW-month x 12 months/8,760 hours x 0.38 = US$14/MWh) where 0.38

reflects the wind capacity factor.

Under the current Energy Purchase Agreement with NB Power (April 1, 2008 to September 30,

2009), there is no specific charge for wind following.
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In addition the New Brunswick System Operator will be imposing a $0.25/MWh (going to
$1.00/MWh) load following charge against all wind generation in the Maritime balancing area
(New Brunswick, Prince Edward Island and Northern Maine). With the addition of wind in the
area, the amount of regulation and load following required has increased, however this increase
can be directly attributable to wind generation and will therefore not be socialized but charged to

the wind generators.

In general, Maritime Electric’s view is that there is a real cost associated with following wind
generation, and that it is reasonable to expect to have to pay for this service. The attached
chart is intended to help explain this. The chart shows the output for the month of October 2008
for the 52 MW of wind power that Maritime Electric is currently purchasing. The chart is in the
form of a “stacked” bar chart, with the 22 MW from the North Cape area on the bottom and the
30 MW from the Eastern Kings wind farm stacked on top.

The areas in white below 52 MW on the following chart represents the load that must be
supplied from generators that are following (backing up) the output from the wind farms. Since
these generators operate at a lower capacity factor than they would if there was no wind
generation, their fixed costs must be spread over fewer MWh of output. The approach that
appears to be have been taken by NB Power under the previous Energy Purchase Agreement

was to break out these fixed costs and charge them separately.
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Hourly wind power for October 2008
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Transmission System Additions

For the existing 52 MW of wind power that Maritime Electric is currently purchasing, the
transmission addition that represents an additional cost to Maritime Electric’s customers is the
43 km transmission line that was constructed from the Dingwells Mills substation to the Eastern
Kings wind farm substation at Eimira. The cost to construct this line was approximately $3.4
million. This cost is being recovered through the rates that the Company charges its customers

for electricity service.

Depending on the location(s) of the additional wind farms needed to meet the proposed
increase in the RPS from 15% to 30%, there may or may not be transmission system additions
required. Government has indicated that their first choice would be to utilize any available
capacity in the existing transmission system for additional wind power that will be used to serve
PEl load.
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Reselling Wind Power
When Maritime Electric proposed to Government in 2003 that obtaining 15% of PEI’s electricity

from wind power was feasible, it was based on the premise that 50 MW would be sufficient for
2003, and that all of the output from the 50 MW of wind power would be used for supplying the
PEI load.

S-6b Recently, the Government of Prince Edward Island announced plans to double the
Renewable Portfolio Standard from 15% to 30% as part of its Island Wind Energy —
10 Point Plan. What energy cost and operational implications can this have on

Island electricity consumers?

Response:

Preliminary analysis indicates that a 15% increase in the Renewable Portfolio Standard
translates to an additional 50MW of wind energy purchases. Using historical data,
approximately 19% of the additional 50 MW of wind energy would be surplus to Maritime
Electric’'s requirements. This equates to approximately 32,000 MWh that would have to

be sold to someone other than Maritime Electric.

It is not Maritime Electric’s intent to take on the risks associated with selling the surplus
energy from an additional 50 MW of wind energy. The PEI government understands the
Company'’s position and has assigned the PEI Energy Corporation the responsibility for

developing or securing the new additional capacity.

i PORTION OF PEI LOAD THAT COULD BE SUPPLIED BY WIND GENERATION
Incremental | Incremental Cumulative
Wind Wind Portion That Could Supply PEI! Load Portion of PEI
Capacity Generation Cumulative Load From
(MW) (Gwh) (%) GWh GWh Wind (%)
0-25 86 100 86 86 6.3
26 - 50 86 100 86 172 12.6
51-75 86 98 84 256 18.7
76 — 100 86 88 76 332 24.3
101 - 125 86 73 63 395 28.9
126 — 150 86 56 48 443 32.4
151 -175 86 40 34 477 34.9
176 — 200 86 28 24 501 36.7
Note: 1. Annual wind generation amounts are based on a capacity factor of 39%.
2. The analysis is based on a total PEI electricity load of 1,366 GWh. Curmently, this annual load
requirement is expected to be reached in the 2012 — 2013 time frame. (The analysis was originally
done in February 2005, with 1,366 GWh being the estimated total PEI load for 2010.)
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