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BACKGROUND:

1.

On September 23 and 24, 2022, Post-Tropical Storm Fiona (“Fiona”) passed through
Prince Edward Island causing heavy rains and strong winds. At the height of the storm,
almost all Maritime Electric customers were without power.

Maritime Electric began restoration efforts on September 24, 2022. At the peak of the
restoration effort, 264 crews were deployed. According to Maritime Electric, this was the
largest restoration effort in the company’s history.

On November 25, 2022, Maritime Electric filed an application with the Commission
seeking interim approval to defer costs incurred to restore power following Fiona (the
“Application”). The company estimates the cost to restore power to be approximately
$35.9 million.

In addition to the Application Maritime Electric is required to file, on or before January 31,
2023, a comprehensive report on the damage and remediation done as a result of Fiona.

APPLICATION:

5.

10.

Maritime Electric is seeking approval to establish a regulatory deferral account to defer all
costs (both operating and capital) incurred as a result of Fiona.

In the Application, Maritime Electric states that it incurred $29.9 million in Fiona-related
costs, and up to an additional $5 million in costs that are yet to be confirmed.

In response to interrogatories issued by the Commission, Maritime Electric advised that it
had received invoices totalling $31.4 million, with additional costs estimated at $4.5 million
that were not yet invoiced to the company. As of December 13, 2022, the total estimated
costs are at $35.9 million.

Maritime Electric seeks Commission approval to establish a regulatory deferral for Fiona-
related costs prior to December 31, 2022. According to the company, in the absence of a
regulatory deferral, accounting standards would require the operating portion of Fiona-
related costs to be recorded as an expense in 2022. For this reason, Maritime Electric has
requested approval prior to December 31, 2022, which is the company’s year end.

Maritime Electric also seeks approval to treat the regulatory deferral as a regulatory asset.
If the deferral is a regulatory asset, it will allow the company to earn its allowed rate or
return (9.35%) on the deferred amount.

At this time, Maritime Electric is seeking interim approval only. The interim approval is
being requested as the company does not yet know the total costs related to Fiona
restoration efforts. In addition, the company states that it is awaiting potential government
funding that will be used to offset all or part of the Fiona-related costs.
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DECISION:

11.

12

13.

14.

15.

The Commission approves the deferral of all Fiona-related costs, estimated to be $35.9
million, on an interim basis only. The approval is conditional on any and all government
funding received by Maritime Electric being applied to reduce the balance of the deferral.
In the event the government funding is not sufficient to pay for all Fiona-related costs, any
balance remaining will be recovered as directed by the Commission.

The deferral for Fiona-related costs shall not, however, be treated as a regulatory asset
for the purpose of determining Maritime Electric’s rate base. Further, the capital portion of
the Fiona-related expenses shall not be recorded to the company’s property plant and
equipment balance unless otherwise ordered by the Commission.

The approval granted herein is interim approval only. At this time, the Commission does
not know the final amount of Fiona-related costs incurred by Maritime Electric. The
Commission also does not have sufficient information to determine whether the costs
claimed by Maritime Electric were prudently incurred, or the appropriate allocation
between operating and capital costs.

Most significantly, the Commission does not know the amount or extent of government
funding that will be received by Maritime Electric to reduce — or completely eliminate — the
balance of the interim deferral.

For all of these reasons, it is not appropriate to allow Maritime Electric to earn a rate of
return on all or part of the balance of the interim deferral.

ORDER:

The Commission Orders as follows:

1. The Commission approves the deferral of all Fiona-related costs, estimated to
be $35.9 million, on an interim basis only (the “Interim Deferral”).

2. Any and all government funding received by Maritime Electric shall be applied
to reduce the balance of the Interim Deferral. The balance of the Interim
Deferral thereafter remaining (if any) will be recovered as further ordered by
the Commission.

3, Maritime Electric shall not be permitted to:

a) Record any capital portion of the Interim Deferral to the company’s property
plant and equipment balance;

b) Include the Interim Deferral as a regulatory asset for the purpose of
determining the company'’s rate base; and/or

c) Earn arate of return on all or part of the Interim Deferral.
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4, As part of the comprehensive report to be filed on or before January 31, 2023,
Maritime Electric shall file:

a) The total Fiona-related costs incurred by the company, together with all
supporting invoices;

b)  The proposed allocation of Fiona-related costs as operating or capital;

c) An opinion from the company’s independent auditor confirming the total
amount of Fiona-related costs claimed and that the proposed allocation is
consistent with the company’s policy.

DATED at Charlottetown, Prince Edward Island, this 19" day of December, 2022.

BY THE COMMISSION:

(sgd) J. Scott MacKenzie
J. Scott MacKenzie, K.C., Chair
(sgd) M. Douglas Clow
M. Douglas Clow, Vice-Chair
(sgd) Erin T. Mitchell
Erin T. Mitchell, Commissioner




