Testimony before the
Joint Standing Committee on Environment and Natural Resources
L.D 640 — Resolve, To Require a Study of Greenhouse Gas Emissions Reductions from the
Proposed Central Maine Power Company Transmission Corridor
March 15, 2019

Chair Carson, Chair Tucker, and members of the Committee, my name is Thorn Dickinson of
Avangrid Networks, and | am here today to testify in opposition to LD 640. | appreciate the
opportunity to share with you information that demonstrates not only that there will be
regional greenhouse gas reductions from the NECEC, but also that the impact of the NECEC on
greenhouse gas emissions has been analyzed extensively by experts at the Maine Public Utilities
. Commiission, including Staff’s independent consultant London Economics International, and the
additional DEP review provided for in this bill would be duplicative.

The question of whether the NECEC would reduce greenhouse gas emissions was the subject of
three separate studies by three different experts representing three different parties at the
PUC. The first study was conducted by CMP’s expert Daymark Energy Advisers; the second
study was conducted Energyzt Energy Advisors on behalf of the owners of the thermal electric
generation plants; and the third study was conducted by the PUC’s own independent
consultant, London Economics International (or LEI). These experts all modeled how generators
would be dispatched with and without the NECEC and calculated the greenhouse gas emissions
reductions that would result from the NECEC’s injection of 9.45 TWhs of clean hydroelectric
energy into ISO-NE. While the precise levels of greenhouse gas emissions reductions varied, all
of these expert studies found that the NECEC would reduce greenhouse gas emissions in New
England by at least 3 million metric tons per year." Even using the results from the Energyzt
analysis submitted by the Generators who oppose the project, the NECEC would result in
approximately 255,000 metric tons of GHG reductions per year in Maine, which is roughly
equivalent to taking 54,140 passenger vehicles off the road in Maine every year.” (It is
important to note that NRCM, the Maine Renewable Energy Association and the Sierra Club
hired the same Energyzt experts to do a report on the NECEC's greenhouse gas impacts, which
incorporated and did not change the conclusions from Energyzt’s prior study.) Even Calpine
Corporation’s Director of Government and Regulatory Affairs, John Flumerfelt, testified in the

! Daymark concluded that adding the NECEC-delivered hydropower to the supply mix in New England will induce
annual CO2 emission reductions of approximately 3.1 million metric tons across New England and the net
emissions from the portion of regional generation serving Maine load will be reduced by approximately 264,000
metric tons per year (July 13, 2018 Daymark Rebuttal at 40:18-41:2 (citing Exhibit NECEC-5 (Daymark Report) at 4
of 98)); LEI's analysis found even greater emissions reductions from the NECEC-delivered clean energy, stating that
the NECEC could reduce CO2 emissions in New England by approximately 3.6 million metric tons per year (May 21,
2018 LEI Report at 12 of 85); The Energyzt/Calpine modeling likewise found that the NECEC-delivered clean energy
will result in an annual reduction of 3 million metric tons of CO2 emissions in New England (April 30, 2018 James
Speyer Direct Testimony, Exhibit JMS-4, Technical Report: New England Clean Energy Connect (NECEC) Regional
Carbon Emissions Impacts at 3 (Apr. 2018).

% February 2, 2019 CMP Brief at 104.
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PUC hearing on the Stipulation that the NECEC will reduce carbon emissions in Maine and New
England.?

Opponents of the NECEC project argue that Hydro-Québec would have to reduce exports to
other markets in order to supply energy to Massachusetts via the NECEC transmission line and
therefore any greenhouse gas emissions reductions in New England will be offset by increased
emissions in other regions such as New York or Ontario. There is abundant evidence both in
the PUC proceeding and in the public domain demonstrating that this argument is flawed
because Hydro-Québec has more than enough clean hydropower energy to supply the 9.45
TWhs of energy via the NECEC without diverting energy from other regions. Over a little more
than the past decade, Hydro-Québec has been pursuing a 15-year plan of investment in clean
energy generation and it has added nearly 5,000 megawatts of new capacity to the Hydro-
Québec system. In the past 5 years, Hydro-Québec has added 1,455 MW of capacity.
Therefore, Hydro-Québec has enough energy to export to New England via the NECEC without
taking energy exports away from other markets.

But you don’t need to take our word for it, in a letter submitted to the PUC that | have attached
to this testimony,* Hydro-Québec stated that in 2017 and 2018, it spilled substantial amounts of
water due to lack of economic transmission. This means that Hydro-Québec let the water
bypass the dams without feeding it through the turbines to generate energy because they
didn’t have a way to export that energy other markets. In fact, Hydro-Québec stated in that
letter that they spilled 4.5 TWhs of energy in 2017 due to lack of economic transmission and
that in 2018, they spilled water equaling approximately 10.4 TWhs of energy for that same
reason. 10.4 TWhs of energy is more energy than is required to supply the NECEC and if the
NECEC were built, this water could be used to generate energy for the NECEC. In fact, Hydro-
Québec President and CEO Eric Martel was on television in Québec by the Journal de Québec
and in that interview (which was in French but we had it transcribed into English) Mr. Martel
said “we are in surplus. It takes US lines to export that. | don't want to throw ten terawatt-
hours of water away every year and not monetize it. It's the lack of lines.”” This is wasted
energy. Wasted energy that, with every hour, could have been used to displace greenhouse gas
emissions in New England.

*3/7/19 Hearing Tr. at 75:18-22 {“MR. TANNENBAUM: But would that mean that the NECEC will reduce carbon
emissions? MR. FLUMERFELT: NECEC will certainly reduce carbon emissions in New England by displacing
existing fossil fuel generation both in Maine and across New England.”).

* Kelly-004-001 Attachment 1 {December 14, 2018 Hydro-Québec Letter submitted to the PUC in response to data
requests from Dot Kelly, citizen intervenor).

® See Le Journal de Quebec, Video Interview With Eric Martel (in French), “Hydro-Québec donne la priorité a
I’'exportation” [Hydro-Québec gives priority to exportation] (Nov. 21, 2018), located at
https://www.journaldequebec.com/2018/11/21/entrevue-avec-eric-martel--hvdro-quebec-donne-la-priorite-a-
lexportation, with translated English transcript.
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Additionally, Hydro-Québec is adding even more capacity to its system in the coming years that
will add even more ability to generate energy - above-and-beyond what it can generate today.
In fact, it was undisputed in the PUC proceeding that Hydro-Québec will be adding the 245 MW
Romaine 4 unit that is expected in service in 2020 and additional capacity upgrades that will
result in additional 500 MW that are expected to be in service by 2025. Thus, this evidence
shows not only that Hydro-Québec will not need to divert energy from other markets to supply
the NECEC because Hydro-Québec is already spilling more than what would be needed to
supply the NECEC, but also that Hydro-Québec is going to add over 700 MW of capacity over
the next six years, above-and-beyond what Hydro-Quebec is able to generate today.

This evidence shows that the NECEC energy will be incremental and not just diverted from
other markets to supply the NECEC. As Daymark explained in their July 2018 rebuttal testimony
in the PUC proceeding, the Generators’ own Energyzt analysis shows that if you assume that
the NECEC energy is incremental, the NECEC will result in greenhouse gas reductions not only in
New England, but also in other markets such is the New York ISO, PJM and Ontario.® Thus,
asking the DEP to study this issue yet again is duplicative and unnecessary, and is meant to
delay the project. Imposing such an additional regulatory hurdle would also have the negative
effect of delaying Maine and the region’s receipt of the guaranteed GHG reduction benefits
provided by the NECEC. That result is entirely inconsistent with the admirable measures taken
and goals set by legislatures throughout the region to de-carbonize and reduce GHG emissions.
The NECEC is ready for development today and can help us achieve those goals. We should not
impose additional regulatory requirements to delay those benefits.

And as a final point, it’s important to consider the signal this Resolve would send to anyone—
whether a business or a private citizen—about the state of regulation in Maine. It sends a
chilling message that it is risky to invest in Maine because the normal regulatory permitting
process could be upended after more than a year into the process. Any business or private
individual seeking state permits should be able to rely on a stable and predictable process with
clear standards from the outset. In this instance, LD640 would introduce what clearly seems like
a political agenda into a regulatory proceeding on a specific project very late in the game. That
should be alarming to anyone doing business in Maine, because it sends the signal that you
cannot necessarily count on fair treatment or a predictable regulatory process when you decide
to invest in our State. We submit that Maine should be encouraging investment and new jobs,
not changing the rules of the game at the 11" hour and scaring away potential new investment.

Thank you for the opportunity to address the Committee on this important issue, and | would
welcome your questions if | can be of assistance.

Thorn Dickinson

¢ July 13, 2018 Daymark Rebuttal at pages 42-43.
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December 14, 2018

Thorn Dickinson

Vice President, Business Development
lberdrola USA Management Corporation
52 Farm View Drive

New Gloucester, Maine 04260

Good Afternoon Thorn:

You have requested Hydro-Québec’s assistance in responding to certain data requests pertaining to
Hydro-Québec operations received in the CPCN proceeding for the New England Clean Energy Connect
(“NECEC”} project.

Below is information in response to questions 004-001 and 004-002.

004-001

Regarding the existing hydro-electric facilities that will provide electricity for NECEC, have those dams
spilled water instead of generating electricity due to a lack of economic transmission in any of the years
2012-20177? if so,

a. Please provide a volume estimate per year of that spillage.

b. Please provide the reason(s) for that spillage.

Answer:
Yes, in 2017 Hydro-Québec spilled water due to a lack of economic transmission.

The quantity of spilled water in 2017 for this reason represents approximately 4.5 TWhs worth of
energy. In the normal course of business, Hydro-Québec uses water to generate electricity. Excess
water not used to generate electricity is stored in large reservoirs for use in later periods. As the
reservoirs become full, and storing water is no longer an option, water is spilled.

In this category to date in 2018, Hydro-Québec has spilled approximately 10.4 TWhs worth of energy.
Without additional transmission export capability, the quantity of spilled water in future years is
expected to be comparable to the quantity of spilled water in 2018 under comparable market and
operational conditions.

For the 2050 horlzon, mdependent meteorological studies indicate that average flows in northern
Québec are expected to increase by approximately 12%. Th|s could lead to additional spilling™.

1 s .
https://www.ouranos.ca/publication-scientifique/Synthesis Summary.pdf




004-002

Does Hydro-Québec have an estimate of the maximum export capacity that existed at the end of 2017,
without the existence of the NECEC line? (If that estimate is not available, but an estimate from a
different year is, please provide that).

a. Please provide that estimate in aggregate or to the four export markets of Ontario, ISO New England,
Maritimes, and New York ISO. .

b. Please provide a discussion of factors that formed the basis of the estimate.

Answer:

Hydro-Québec’s maximum export capability during 2017 is estimated at 34.4 TWh. Below is the
breakdown of these exports to Hydro-Québec’s primary external markets:

Ontario: 4.6 TWh

New England: 18.2 TWh
Maritimes: 2.1 TWh

New York: 7.9 TWh
PIM/MISO/Other: 1.6 TWh

VVVVY

Many factors determine the maximum export capability for Hydro-Québec’s hydropower system
including the following:

Water levels in individual Hydro-Québec reservoirs

Specific transmission availability within Québec

Specific generation availability

Transmission availability to external markets

Transmission congestion in external markets

Wholesale market prices and demand in Hydro-Québec’s export markets
Operational constraints in Hydro-Québec’s export markets

VVVVVYVYYVY

Please don’t hesitate to contact me if you have any questions about this information.

Sincerely,

T
Simon Bergevin
Director, Energy Transactions
Hydro-Québec
75 Réne Levesque Blvd
Montreal, QC H2Z 1A4




Translated english transcript for Le Journal de Quebec, Video Interview With Eric Martel (in French), “Hydro-Québec donne la priorité a
Pexportation” [Hydro-Québec gives priority to exportation] (Nov. 21, 2018), located at https://www.journaldequebec.com/2018/11/21/entrevue-avec-eric-
martel--hydro-quebec-donne-la-priorite-a-lexportation,

Now let's talk about Hydro-Québec, which has a number of cases.

That's still the case, however. A lot of cases on the sketch board. We have the opportunity, with
us today, to ask all the questions because the president, Eric Martel, is here.

- Good morning, Mr. Martel. - Good morning, Mr. Dumont.

Let us start with a very simple issue that has been a major issue in the news.

- The famous overpayments. - Overpayments.

Some people said, "Well, Mr. Legault, he had complained about overpayments. Once elected,
Hydro will send us cheques." You have to accept first of all what overpayments are when you
talk about them.

You know, every year, we go before the Régie de I'énergie and work with them on a budget,
and we say, for example, we will provide you, Quebeckers, with full service, for example, $12
billion.

- At the end of the year... - This determines the price.

It determines the price. That's how we calculate the rate based on it.

It's never a perfect calculation. A budget will happen - We in general, we reach 99.5 on average,
over the last 10-15 years, of that budget.

We always do it at a lower cost.

We are providing the same service that we promised Quebeckers.

But it costs a little less than expected, about $50 million.

Because you're budgeting too high. So some would say too cautious.

Exactly. You could say that. But imagine the opposite, that we are over $200 million, and then
we turn around and say you owe us $200 million for next year. So there, at that point, it would
be - - We would complain. - We'd complain too. Achieving 100% is almost impossible. So we
usually arrive, perhaps in a conservative way, but we always get into our budget.

So, over seven - eight years, these sums that you spent a little less than expected each year, it
was one and a half million - - One and a half billion. - A billion and a half, I'm sorry, - what we
called overpayments. - Exactly.

So it's true that we received that as an extra, but at the same time, it's a service that we have to

measure. We provided the service we said we would provide to Quebeckers, but we often made
efficiency gains. We did it more efficiently.




And the previous government had said: "We are in a deficit situation.", when they took power,
"We're going to keep all these sums." It had been like that for several years.

So they went into the public treasury.

- It went into the public treasury. - Via the Ministry of Finance.

The good news is that it does not go into the pockets of a wealthy shareholder because Hydro-
Québec belongs to us and it is obviously redistributed, the state redistributes it, in health
services and elsewhere.

So that money is not in the vaults of the basement - the Hydro-Québec building. - Not at all.

In treasure chests We wrote the cheque, but in Quebec City. So, Quebec City has it.

What is happening now is that there was a change in the law that took shape last year. Now we
share them.

Last year, we shared, from memory, about 45 million dollars that we gave back to the people.

Now, we don't write a check to everyone or send you a check for a few dollars. Let's put it back
into the new tariff case.

It's like a credit. We start the new year with a credit.
- On the rates. - On the rates.

So, how many more years do we have to have a credit like that - on rates? - Oh, well, the law
tells us, - every year - - Every year.

Half of the overpayments we had before, we say, you will give it back to Quebeckers and the
rest will keep it for you because, as | tell you, it still remains in the taxpayers' pockets.

Let's move on. Let's talk about rates because people are always complaining about the
electricity bill and now it's already getting cold by November 15. It doesn't look good this year.

How do you rate our rates? What do you promise us for the next few years?

The good news is that | made a promise when we started about three and a half years ago
together.

We're going to make you rate increases under inflation.
- So we're happy to say - - Is that what it's been like so far?

This is the fourth year that we have just filed our rate case.




This year we are at 0.3, next year we asked for 0.8.
So, we're at the bottom of inflation four years ago.
- You're below 1%. - Yes, we're below 1%.

So, we're very happy about that. We delivered our promise on that and at the same time, the
company is doing well because we have succeeded...

You may have seen our financial results last week, we are 18% more profitable than last year.
So, it's going well.

We have to say to ourselves, at Hydro-Québec, we have good financial results and we have
succeeded in lowering rates. Our rates are still today and even widening the gap, the lowest
rates in North America.

Even when compared to the European Union, we have the lowest rates.

So, we can say that, we can be happy about that, and these rates, what is interesting to say is
that when we look at... When | took office, we were about 13% better than the second ones and
now we're 17, 18% better. So we're digging that gap.

It is a competitive advantage for Quebec as well.

First, we know that we heat with electricity, but it also allows us to attract companies, and that is
our mission to keep them down.

Well, I'm going to go through the news. There are so many subjects.

The famous Apuiat project. Wind power project in collaboration with the Innu of the North Shore.
The government did not want to, but what is happening now, what people were told at home,
that it was Martel who did not want to, is the president of Hydro-Québec who started putting in
Legault's head that this is a bad project. True or false?

Listen, |, what | did, as the person responsible for managing Hydro-Québec with my team, we
had to make sure, with the former government, that we put the facts on the table and say,
"Look, we are in a surplus situation." - So we don't need it. - We don't need it.

That's clear and I'm not coming back for that and I'm not hiding.

We don't need it this year, Mr. Dumont, we spilled 10 terawatt hours of electricity.

That means we didn't turbinate water, we let it pass by the dams because we had too much.

How much could it cost if we could sell this?

If we sell it on the American market right now, maybe $500 million in additional revenue.




- That we let it flow there. - Hence the importance of having additional transmission lines
because we have energy.

It's here... We have to sell it to the Americans.

And | will come back to our export projects later.

But to repeat your question on the Apuiat project, we don't need it.
We have a surplus for a long time to come.

There was a letter that went out in the media under your name, | don't know if you're going to
tell me it's real or not.

- It was the real letter. - Was that the real letter?

That was about the loss over the term of the contract, - a billion and a half, two billion. - To the
government, the message is exactly that, Mr. Dumont, it was: "We don't need it." But the
government owns Hydro-Québec.

In the end, | have to respect that, but | have to put the facts on the table.

They were informed, at that time, that they would say: "Look, if we ever move forward, it will cost
Hydro-Québec between $1.5 billion and $2 billion in net income.

- Those were real numbers. - They were real numbers.

In fact, our own number was 1,667,000, but here, - there are more optimistic scenarios - - |
understand, | understand.

It's between 1.5 and 2 and that's what | had to say.
So we said it. Unfortunately, the letter leaked and there was an outcry.

We were in the middle of an election campaign. You know, when you're in charge of Hydro-
Québec or the caisse, we always try not to interfere in the election campaign.

We knew we had a long list of topics. This one, unfortunately, has become a campaign issue. -
It still brought up the idea that there was between you and the new Prime Minister, Mr. Legauilt,
an accomplice, a lot of chemistry.

Did you have any privileged or unique meetings with him before the election campaign?

| haven't had any meetings with Mr. Legault.

| know there were rumours going around that we were seen at the restaurant, maybe | have a




look-alike, but it didn't happen.

- That is not true. - That is not true.

That is completely false. Mr. Legault and |, like all party leaders, and | made that clear when |
arrived at the head Hydro-Québec, | meet everyone. | met Mr., Legault in Hydro-Québec's
offices, but it was a year or so - before the campaign. - Not a secret restaurant.

- No, no, no, no. - At the office.

And the government knew about it. | met Mr. Péladeau at the time, | met Mr. Lisée too.

| took my precautions, | run Hydro-Québec, I'm not politicized, and | made sure to keep
everyone informed about our cases and what we were doing and to listen to them too, to hear
them.

Since we are talking about the new government, | will take you to these projects.

A willingness to export, to sell to Americans, Ontarians, potentially even to develop new dams,
something that had not been discussed much in recent years.

Does that make sense, does it fit into your business plan?

It's absolutely in our plan. The plan we tabled three years ago in the National Assembly, which
was approved, is that we said, "Look, priority number one, we are in surplus.

It takes us lines to export that." | don't want to throw ten terawatt-hours of water away every
year and not monetize it.

It's really our inability to transport it.
- Absolutely. - It's the lack of lines.
Quebec is saturated. Obviously, we have growth in Quebec.

We work hard to bring in data centres, people who consume a lot, and that has had some
success:

In the last quarter, we had about 4-5% of our growth coming from the efforts we made, but
exports, we need lines to go down more.

That's why we're happy at the beginning of the year, we won our biggest lifetime contract with
Massachusetts.

- We signed - - We still have a problem, no one wants to have the line on their property.

But that's part of it, you see, it's long term projects with Maine. We're getting there, getting




permits - - We're going around New Hamsphire. - We'll find somewhere else.
And we have yet another solution, a plan C, if necessary.
You're not worried that we're going to do this line.

We're going to make it, they want it. We were still in Massachusetts last week, you know the
Prime Minister was there.

So what the Prime Minister is saying is that we have to export and we are completely in this.
Our strategic plan, which is also a three-year plan, will have to be looked at over the next five
years, Hydro-Québec, to see on which river we could go on another major project. I've always
said - But nhow we're already in surplus. If we do another big project, it must be sold in advance.
It has to be sold, and it has to be profitable.

And at the same time, it takes 15 to 18 years to build a new project.

| can easily see that in 21, 22 we will have to make a decision to perhaps build something that
would be ready in 38, 39, 40,

but don't forget that there are major milestones coming in 2040.

What is happening with aluminum smelters? There are several contracts that are ending. What's
going on with Churchill Falls post 41. So there are some big questions that are open to us to
answer and we are preparing for that. We will be ready in 2021-22, Hydro-Québec, we say if we

have to build for the future, here is the project we recommend.

Let's talk about internal management: do you pay irregular bonuses that are not recorded in
your executives' official remuneration books?

So, look, it's been positioned a little like a secret, etc.
It's no secret at all. We did a mea culpa last week.

We did... This is a mistake. We have a compensation policy in place since 1997. In 2008, new
rules were introduced in a decree that affected part of our policy.

- It was from the government. - It came from the government on the variable pay policy.

We had an interpretation. Our compensation people, our expetrts at the time, looked at it and
said: "There are things we can do, there are things we can no longer do." But there have been
interpretations of data on so-called retention bonuses. And now I'm correcting right now, it's not

just on executives.. We have a duty...

Of the 75 people affected by this case, we have about 13 who are executives; the others are




employees.
- Employees who - - What's so special about them?
That's it, that's it. They are employees who arrive with specific skills.

Manage a pension plan. Manage, for example, all the exports we make. You know we have a
group of about 40 people on the phone.

It is a transitional floor where we sell imported energy. It's people - a rare pearl species that's
hard to replace.

Absolutely. So we are willing to pay them more because we keep the retention and we want to
have the best too, because | don't want to come back in a year and say, "Look, we mismanaged
our pension plan or our exports.

It cost us two, three hundred million dollars." it wouldn't be good for anyone.
Because we didn't have the right employee, we put an incompetent one in.
Exactly. It's better to have competent employees.

It costs us about $1.9 million a year.

Why is that in the news? Now you're explaining it to me, - That's a good question. - like a hidden
thing.

Our auditor, it's his job to do that.
He checks all our processes to ensure that...

You know, at Hydro-Québec, we have to be whiter than white and he discovered that. He asked
himself questions and his questions were true, were fair.

When we looked at this, the compensation people said it was okay. We double-checked that
and said that maybe we stretched the elastic, and maybe we couldn't do it.

Corrective measures are being taken to ensure that this is done in the right way. We must
ensure that we do not lose these employees who make a significant contribution to Hydro-
Québec.

So, we're in this right now, but there was nothing secret, no bad faith and no bad intention to
hide it.

When we saw it, we said to ourselves that there was a problem, that we had just realized it, that
we were simply going to manage it.




Eric Martel, thank you very much for being with us today.
- Thank you, Mr. Dumont. - Goodbye.

Goodbye.
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L. INTRODUCTION

Central Maine Power (CMP or the Company) offers the following rebuttal testimony of
Daniel Peaco, Douglas Smith, and Jeffrey Bower of Daymark Energy Advisors (Daymark).!

CMP retained Daymark to prepare an analysis of the economic benefits to Maine and
Maine electricity consumers that would be realized from the implementation of the New
England Clean Energy Connect (NECEC) and the delivery of clean energy from Hydro-
Québec to the Massachusetts electric distribution companies (Massachusetts EDCs). Our
analysis (the Daymark Report) quantified benefits including impacts on wholesale energy
and capacity market prices in Maine, and the hedging benefits on those prices in the event
of high natural gas price events. That analysis demonstrated that the NECEC would cause
significant energy and capacity market benefits to Maine electricity consumers.

In addition, CMP asked Daymark to assess the impact that the NECEC would have on
regional carbon dioxide (COz) emissions and energy congestion. Our analysis
demonstrated that there will be significant CO2 emissions reduction benefits to Maine and
the region. Our congestion analysis demonstrated that the NECEC operation will not lead
to any material congestion in the Maine power system. Our analyses also showed that the

NECEC would reduce demand for natural gas in the electric sector.

1 Mr. Peacois a Principal Consultant, Mr. Smith a Managing Consultant, and Mr. Bower is a Senior Consultant
at Daymark. See Exhibit NECEC-1 to CMP'’s September 27, 2018 Petition for a Certificate of Public
Convenience and Necessity (CPCN) for the New England Clean Energy Connect (NECEC) Transmission
Project for Mr. Peaco’s and Mr. Smith's curriculum vitae. Mr. Bower’s curriculum vitae is provided as
Exhibit NECEC-31.
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