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Fhe fast Storsmn Gall

The clouds turned grey
And the wind started to blow
No one knew if it was going to be rain or turn to snow.

We knew the storm was going to hit,
So volunteer now or be forced to be picked.
Pack your bags now!

Time to hit the road.
Give your family a kiss,
It’s part of the lineman code.

It’s just another storm
I'll be back soon.

Or so we think,
Not taking in account that things can change in a blink.

My friends went up that structure that night,
60 feet in the air.

Pole covered in ice,

Barely a light for glare.

See, an ice storm had hit and caused mass destruction.
It was all crews on deck
Working storm restoration.

Working that pole trying to fix those wires
Something awful happened,
And an event transpired.

They were both up high when the pole suddenly
snapped.
Everything came crashing down, no time to react.

An angel from heaven flew from the skies,
Wrapped his wings around the fallen
No time for goodbyes.

| am not a poet and don’t normally write.
I’'m just expressing my emotions keeping everything in
tight.

| was in the safety stand down where big men did cry.
Until the next storm,
This is never goodbye.

Everard Logan
Jan 2023

Dedication

On January 17, 2023, a tragic workplace
incident occurred that resulted in the
passing of Colin Hume, an NB Power
Powerline Technician. We continue

to feel the impact of his loss across

NB Power.

In memory, we dedicate this report to
Colin and offer our condolences and
ongoing support to his family.

Colin Robert Hume
1975-2023
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June 2023

Honourable Mike Holland

Minister of Natural Resources and Energy Development
Province of New Brunswick

PO Box 6000

Fredericton NB E3B 5H1

Minister,

We are pleased to submit the Annual Report of New Brunswick Power
Corporation for the fiscal year ended March 31, 2023 in compliance with
section 5 of the Accountability and Continuous Improvement Act and
section 42 of the Electricity Act. We are accountable for the preparation
of this Annual Report and for the results contained herein.
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Letter
to Our
Customers

Dear Customers,

We enjoyed throughout the year the opportunity
to connect face-to-face again with our customers
and partners to discuss approaches that help
build a more sustainable energy future for all
New Brunswickers. At home shows around the
province, our first in-person Energy Efficiency
Conference since 2019, public information
sessions and events like Plug’n Drive, we were
able to hear what matters most to you, answer
your questions and spread the word about
electric vehicles, energy efficiency, energy
upgrades, carbon reduction and smart energy
communities.

With the launch of our Enhanced Energy
Savings program, we reached out to customer
households with incomes under $70,000 to
provide solutions to help manage their energy
bills and usage. Over 5,200 homes that heat
using electricity and oil were approved for

the program. With free insulation, air sealing
and heat pumps for qualified homeowners,
customers will become more energy efficient
and better able to manage their energy use.
Over 23,000 renters and not-for-profits are also
managing their energy using the free kits that
included LED bulbs, showerheads, power bars
and faucet aerators. New Brunswickers continue
to seek more ways to be energy efficient
through our residential, business and industrial
rebate programs, our new home construction,
commercial retrofit and peak rebate programs.

In September, Hurricane Fiona reminded us of
the weather impacts we expect to experience
more often due to climate change, as well as
the importance of partnership and community.
Our crews worked side-by-side with crews from
partners like Saint John Energy and Edmundston
Energy as well as our contractors to diligently
restore the power to tens of thousands of

you who were left without power. Once you
were reconnected, we extended our reach and
provided vegetation and lineworker crews to
help our harder-hit Maritime neigbours in their
restoration and clean-up efforts.




Energy Security

On February 4, 2023, NB Power hit an all-time high in peak load at
3,442 MW. While we have historically relied on economic purchases from
neighbouring jurisdictions to provide energy during such peak events,
global events have increased energy demand from the region and the
supply upon which we often rely to support customers through the
winter. Through the peak, our Energy Control Centre effectively managed
our energy supply for customers. Our interruptible industrial customers
responded to our request for curtailments to reduce their energy demand.
In addition, many of you helped Beat the Peak, making changes to your
routines to help lower overall demand of electricity throughout the cold
snap.

The situation demonstrated that energy security is impacting our
province at a faster pace than previously contemplated and highlighted
how important it is that we pursue a number of longer-term solutions to
ensure a reliable energy landscape in New Brunswick.

We rely on the diversity and reliability of our generating system to ensure
you have the most economical power supply when you need it.

Achieving financial sustainability and paying down our debt is key to
managing your energy costs. Unfortunately, in 2022/23, NB Power
experienced a net loss of $43 million due to inflationary cost pressures,
supply chain challenges, increasing interest rates and a downturn in
investment returns, as well as the extended and unplanned outages at
the Point Lepreau Nuclear and Bayside generating stations. While these
investments in our stations as well as our aging infrastructure resulted in
a net increase to debt by $468 million, they will provide us with long-term
energy security.

We completed our Bayside Generating Station gas turbine and generator
replacements in time to meet the winter peak. Our investment increased
the Station’s production efficiency, reduced its emissions and lowered

its maintenance costs. The payback for this investment is quick. In about
three years, the Station will contribute to debt reduction and improved
net earnings. Through NB Energy Marketing, NB Power was also able to
arbitrage its western gas supply over the spring months while the Station
was out of service.

To counter the operational and cost pressures associated with outages at
Point Lepreau Nuclear and Bayside generating stations, we took advantage
of higher-than-average river flows and maximized the availability of our
hydro system to provide the lowest cost energy when it was available. We
also adjusted our outage schedules to maximize our export opportunities
and expanded our energy purchasing capabilities in neighbouring markets
to ensure we had a reliable supply across the system.

Energie NB Power

Andrew MacGillivray
Chair, Board of Directors

Lori Clark
President and CEO
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Net-zero Electricity System

In support of the federal government’s reduction
target for the electricity sector to achieve net-zero
by 2035, our in-province electricity sales from
biogas, biomass, hydro and wind resources
together with nuclear power meant 76 per cent

of the electricity we delivered to customers was
carbon-free.

Our approach to achieving a net-zero electricity
system is multi-faceted. We continue to work on
key projects such as advancing the Mactaquac
Life Achievement Project to provide you continued
access to this renewable energy. We are also
exploring the technical feasibility of converting
Belledune Generating Station to a renewable fuel
option. In alignment with the Province’s Pathway
Towards Decarbonization and Climate Resilience,
we continued to work in collaboration with the
Province and industry to take steps toward
developing a nuclear research cluster and supply
chain opportunities to support the development
of small modular reactors and technology.

Customers are also helping us determine how best
to get to net-zero through our partnership with
the Town of Shediac, Natural Resources Canada,
Innovation, Science and Economic Development
Canada, the National Research Council of Canada
and Siemens. In 2023, we brought the first grid-
connected, utility-scale solar farm online. We also
extended our research project to determine how
customers across New Brunswick and the region
can reduce energy use and individual carbon
footprints.

We are looking to partner with even more New
Brunswickers to provide more projects focused
on creating renewable sources of energy to power
our province. In February, we issued a Request

for Expression of Interest for wind, solar and tidal
energy as well as battery storage solutions. The
response has been encouraging as we take this
exciting step to make greater strides towards
decarbonization and add more flexibility to

our generation assets.

Sustainable Nuclear Future

Nuclear power is a critical component of New
Brunswick’s energy supply to meet today’s needs
and a key part of the solution in achieving a secure
energy mix for our customers while working toward
our net-zero electricity system in 2035.

ER < 6



In June, the Canadian Nuclear Safety Commission
announced that NB Power had been granted a
10-year Power Reactor Operating Licence for

the Point Lepreau Nuclear Generating Station.
Throughout the process, you as individuals,
communities and organizations provided valuable
feedback and we are committed to ongoing
dialogue with you about your interest in our
Station’s operations and the nuclear industry.

Operating a nuclear facility comes with unigue
requirements to meet and sustain industry
standards of performance and a single unit carries
additional financial and operational challenges.
Our Station’s performance has not met operating
objectives and has been declining in recent years.
In order to restore plant reliability, we will need
additional investments and expertise beyond

the capability of NB Power. We are exploring
partnership opportunities to better achieve and
sustain high levels of performance and provide
energy security for all New Brunswickers.

Financial Sustainability

NB Power applied in October to the New
Brunswick Energy and Utilities Board for a general
rate increase. No one wants to see rising rates, not
now or ever. As a cost-of-service utility, our rates
are based on actual costs of delivering electricity
to New Brunswickers, and we are facing rising
costs in the same way you as New Brunswickers
are. Like you, we are dealing with volatile fuel
costs, inflation and rising interest rates. We are also
addressing aging infrastructure, higher demand for
electricity and changing customer expectations.

Following a rigorous review that gave New
Brunswickers an opportunity to have their voices
heard, the Energy and Utilities Board issued rulings
that resulted in a net 4.8 per cent increase for the
next 12 months. This means an increase of

$8.64 per month on the average residential bill.

One of the ways we can keep your rates as low as
possible is to manage our own costs. We engaged
PwC to help us identify further opportunities

to optimize our costs and implemented a work
optimization program to reduce positions while
ensuring we continue to provide you safe, reliable
power.

A
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We're also taking steps forward to adopt
renewables and modernize our grid, and we're
investing in energy efficiency. We're continuing
to work with New Brunswickers to be a leader in
reducing our environmental footprint as we make
a managed transition to net-zero by 2035.

We are also preparing our grid to ensure you can
better understand and manage your energy while
also improving our service to customers. To date,
over 6,000 customers have received smart meters
as part of our Advanced Metering Infrastructure
project. After installing smart meters for over 3,700
customers in the Fredericton and Moncton areas,
we are now testing the system end-to-end,
validating communications and seeking feedback
from customers on the overall installation
experience. We continue to monitor the global
events impacting the supply of smart meters and
will begin mass meter deployment once we have a
sufficient smart meter supply to complete an area.

Our team at NB Power is committed to evolving to
meet customer needs while challenging ourselves
to ensure we're doing things smartly and efficiently
to help minimize rate increases.

Safety at Heart

Our focus on safety remains steadfast. Our
leadership at NB Power and at International
Brotherhood of Electrical Workers (IBEW)
renewed our Shared Commitment to Safety. Our
continued relationship with IBEW remains critical,
so that together, we can prevent accidents and
injuries, ensuring our employees, contractors and
the public go home safe each and every day.

Safety is at the heart of everything we do, which
is why we were struck with great sadness this
January when an incident in the Moncton area
occurred involving two powerline technicians.
Unfortunately, Colin Hume passed away and
Scott Markowsky suffered severe injury.

The strength of our NB Power-IBEW family

and our impact on New Brunswickers was
never more visible than following the safety
incident. Our employees and customers offered
their condolences, prayers and thoughts

of encouragement to Colin’s family. Their
demonstrated respect for Colin and the work he
did was heartwarming during such a difficult time.
Across the company, employees, colleagues and
our professional support services also rallied to
support Scott through his recovery.




We have continued to check in on one another,
especially those employees directly involved in this
tragic event and those who worked alongside Colin
and Scott. The strength of the NB Power and IBEW
family has helped many of us as we continue to
work through this difficult time.

Energizing our Future

Throughout the year, our progress and
achievements were stewarded by Charles Firlotte,
who served on the NB Power Board for nine
years, including as Chair of the Board since

2020. We thank him for his service and for his
leadership in pursuing significant transformation
of the organization and leading us through the
development of our strategic plan.

Our strategic planning process was informed by an
independent strategic review, as well as our own
knowledge of the energy sector, New Brunswick’s
regulatory environment, the government’s energy
policy and our operational and infrastructure
needs. We are confident that as we developed our
strategic plan, we focused on the opportunities
that will ensure we are making the right strategic
decisions to meet your energy needs, and those of
all New Brunswickers.

The vision, mission and values form the strategic
framework for our plan. We developed them
through a collaborative approach that involved
focus groups with employees, management and
the executive, as well as union representatives.
We believe the framework defines who we are and
how we will meet the challenges we are facing.

We look forward to sharing our strategic plan

with you in 2023/24, designed to guide us as we
transform to meet evolving customer expectations,
while placing the utility in a stronger financial
position, and continuing our path to cleaner,
greener energy. Our team is ready to champion
this change as we transform to offer the best
customer experience, ensure energy security and
accelerate a sustainable clean energy future.

W@ 0?4‘ (7398

Andrew MacGillivray Lori Clark
Chair, Board of Directors President and CEO
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NB Power
at a Glance

We are New Brunswick’s power company,
responsible for the generation, transmission
and distribution of electricity throughout
New Brunswick. Our employees are proud
New Brunswickers, committed to safely and
reliably powering the homes, businesses and
hospitals around our province.

over 2,600

employees

14

generating stations

total generating capacity

<

=

[[]
]
Ezé% 3,802 MW

6,868 km

transmission lines

21,717 km

distribution lines

)
v

AL 379,418
ED_’ direct customers

/TN 46,365

@ indirect customers

{\(} 13,315 GWh
@ total in-province sales

0 ﬁ 8,363 GWh

S ! total out-of-province sales

s $2.8 billion
in total sales of electricity




Living our Values

Vision
We enhance lives by providing clean,
competitive and reliable energy solutions.

Mission

We are passionate and committed to offering
the best customer experience, ensuring
energy security and accelerating a
sustainable clean energy transition.

Values

o

W i
Safety at Heart Care for Our Team
Care for Our Customers Care for Our Future

Our vision, mission and values form the strategic
framework that guides NB Power’s business.

In 2022/23, we took a collaborative approach

that involved focus groups with employees,
management and the executive, as well as union
representatives to establish our vision, mission and
values. We looked to the future and envisioned the
difference we wanted to have on our customers’
lives. We explored the business outcomes we
wanted to achieve while ensuring we deliver the
best customer experience. And we prioritized the
principles and values that are important to us, will
accelerate our progress together and guide us in
our decision-making.

We believe the framework defines who we are and
how we will transform our business to offer the
best customer experience, ensure energy security
and accelerate a sustainable clean energy future.

A
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Safety
at Heart

We are committed
to the safety of
every employee
and member of the
public through
* planning safety
into the work
* following the
rules
* being a leader
in safety
* reporting so
we can all get
better
* having courage
* saying no to
unsafe work




In partnership with IBEW Local 37, we renewed our

Shared Safety Commitment. Over the course of the year,
part of this focus centred on addressing the gaps identified
in the analysis of our Health and Safety standards.

We adopted the Edison Electrical Institute’s Safety
Classification and Learning model to improve our ability
to consistently define safety incidents and success so we
can share with employees the learnings we gain through
investigations and observations.

Our focus on psychological safety ensures employees

have the tools they need to support their own mental
wellness and keep an eye out for others. Our Leadership
Mental Health Workshop, mental health cafés, peer support
network, external employee and family assistance program,
mental health and wellness awareness campaigns and

the NB Power Help Line all encourage employees to build
resiliency and reach out for the supports they need.

1,800 +

employees attended safety all-hands
on improvements to incident reporting
and investigation

90

leaders received training on Field Safety
Observation and Feedback

85
q (]! pl | employees were assisted through
NB Power Help Line

2 2
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Care
for Our
Team

We care for our
team. We are

open, honest and
transparent with
each other to build
trust. We embrace
diversity, creating
an inclusive culture
that supports
employee well-being,
encourages
continuous learning
and drives high
performance.




To enhance our open, honest and transparent approach
with our team, we began holding regular Ask Us Anything
sessions. These open sessions were based solely on the
guestions employees asked the executive team about
anything going on across the company. We also held CEO
Forums to update employees first on results and ongoing
developments at NB Power.

Our commitment to diversity and inclusion ensures we
enable, support and engage a broad range of perspectives
and talents to achieve better business results. We issued
our first employee experience survey and had a high level
of engagement that will guide us to more positive changes.

We are proud that our team is led by NB Power’s first
female president and chief executive officer.

_ 0 74 per cent
of employees provided feedback through

v
V  —
the employee engagement survey

70 per cent
of identified succession positions have at

YA :
M least one ready-now candidate

O 4
sessions with all employees to

facilitate open, honest and transparent
; communications

pO
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Care
for Our
Customers

We care for our
customers. We put
their experience
at the centre of
everything we do.
We are committed
to delivering
relevant and
valuable solutions.
We act with
integrity and do
what we say we are
going to do.




We are there to make sure our generation, transmission and
distribution systems provide you reliable energy throughout
the year. Following Hurricane Fiona, our employees worked
to restore power to over 100,000 customers. When our
region was faced with an extreme cold snap in February,
our team continued to power New Brunswick’s homes,
businesses and hospitals through peak demand.

Increased investments in our efficiency programs are
helping more business owners, homeowners and renters
make their homes more energy efficient and manage their
monthly energy bills. In 2022/23, 477 business owners
completed projects and received rebates on eligible energy-
efficient product upgrade costs.

The products and services we offer are evolving with our
customers’ needs. As customers shifted to a lower-carbon

future, we provided 682 electric vehicle rebates and 179
home charger rebates.

\\\ 450,000

customer calls answered by our team

—> 57 per cent

of large industrial customers in
New Brunswick took part in the
— Industrial Energy Efficiency Program
?/—/ 3,442 MW

- i. highest recorded instantaneous peak
" |: demand, achieved on February 4, 2023
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Care
for Our
Future

We care for our
future. We work
with customers and
communities to
explore and deliver
on their evolving
energy needs
while being
environmentally
responsible for
future generations.
We are curious and
open to new ways
of working.




In 2022/23, we prioritized our financial sustainability for the
benefit of all New Brunswickers. We identified over 50 cost
optimization opportunities and submitted a general rate
application to ensure we could cover our cost of service
while ensuring long-term energy security in our province.

We continued to invest in our infrastructure to better
withstand the impacts of climate change, allow for the
integration of increased renewable energy on our grid and
prepare our grid to provide customers more information
and control over their energy usage.

We built on our early engagement with First Nations in the
advancement of key projects such as the Mactaguac Life
Achievement Project and the development of small modular
reactors. We continued to involve Indigenous Monitors

from each of the Nations to better respond to communities’
interests and facilitate First Nations inclusion in current,
proposed and future projects.

282

energy industry, municipal and

community professionals at attendance
at the 2022 Energy Efficiency Conference

69 GWh

reduction to in-province energy

consumption through energy efficiency
programs

| CLo 978

questions answered in response to

O ;) - interrogatory requests about our
r‘ General Rate Application
I
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Employee
Talent

We are proud

of our talented
workforce,
including these
employees

who have been
recognized for
their achievements.

17

Matthew McQuinn Austin Paul
Matthew McQuinn brought home Austin Paul was presented with The
the bronze medal during the Queen Elizabeth Il Platinum Jubilee
Provincial Special Olympics Bowling Medal in October 2022

Tournament in February 2023

Mitchell Vautour, Darren Banks, Ben Hambrook and James Jordan
Mitchell Vautour, Darren Banks, Ben Hambrook (Sunny Corner) and
James Jordan received Electricity Canada’s Lifesaving Award
for performing life saving measures to prevent a man
from falling into the water



Management’s
Discussion and Analysis

Financial and operating performance factors
Identifies and explains the material risks and uncertainties affecting performance

Financial performance
Provides a summary of the year’s key financial results

Financial results
Explains the financial results for 2022/23 including a year-over-year variance analysis

Regulatory balances
Explains the impact of the regulatory deferrals

Capital resources
Identifies and explains changes to capital resources

Capital management
Identifies and explains debt reduction objective and strategy

Critical accounting policy changes
Describes changes in accounting policies and their impact on the consolidated financial
statements

Significant accounting estimates and judgments
Explains the estimates made and how they impact earnings

Risk management
Describes how NB Power manages risk in order to create, preserve and realize value

18



Financial and Operating
Performance Factors

Material Risks and Uncertainties

NB Power operates in a complex and dynamic business environment with

a variety of risks and uncertainties that could impact the achievement of its
business objectives. This business environment leads to large components
of the utility’s earnings being uncontrollable. Although management cannot
control these risks and uncertainties, every effort is made to influence and/
or manage them through NB Power’s Risk Management framework

(see page 39 for more details).

These risks and uncertainties have caused variability that resulted in

significant swings in year-to-year results which impacted NB Power’s

ability to meet its financial targets and make progress towards an 80/20

debt equity structure. The amendments to the Electricity Act and the

new Regulatory Variance Accounts and Deferral Account Regulation -

Electricity Act that took effect April 1, 2022 will mitigate the net earnings 116%

variability and improve NB Power’s ability to make progress against debt. Hydro net generation
(per cent of
long-term average)

Hydro-based generation

NB Power’s hydro generating system is referred to as a run-of-the- 120

river system where little or no water storage is available. This results in 100l

significant annual variability in hydro generation output as it is dependent

on the amount and timing of rainfall. Annual hydro generation has ranged 80r

from 82 to 116 per cent of the planned output over the past 10 years. This 60l

variability affects the cost of generation, as hydro is a no-cost fuel for

generating electricity. When hydro flows are below planned levels, other 40r

more expensive fuels must be used, increasing the cost of generation or 20l

purchased power costs. The magnitude of the replacement cost of energy

is dependent upon available generation and market prices at the time. 0 !

When hydro flows are higher than planned levels, hydro generation reduces o oy

the use of more expensive fuels and reduces the cost of generation.

Hydro generation accounted for approximately 14 per cent of total supply
requirements in 2022/23. In 2022/23, hydro net generation was 116 per cent
of the long-term average, compared to 85 per cent in the previous year.
The improvement resulted in a reduced requirement for purchased power
resulting in a $59 million decrease in costs.

A five per cent change in the hydro flows from the long-term average will
result in net earnings variability of approximately $11 to $21 million dollars.

Nuclear-based generation

NB Power has one nuclear generating station. Nuclear fuel (uranium) is

NB Power’s second lowest-cost fuel for generating electricity. Effective
operation of Point Lepreau Nuclear Generating Station (PLNGS) is essential
for NB Power’s positive financial performance. When nuclear generation

is below planned levels, other more expensive fuels are used, increasing

the cost of generation or purchased power costs. Reliability risks are being
addressed through the Station’s recovery plan, which focuses on identified
areas for improvement including leadership, process, equipment, safety and
operational excellence.

19
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PLNGS supplied approximately 14 per cent of total supply requirements in
2022/23, which represented approximately one per cent or $24 million of

total fuel and purchased power costs. PLNGS capacity factor was

56.6 per cent in 2022/23 compared to 87.7 per cent in 2021/22. This

31 per cent decrease in capacity factor from the previous year was due to

the extended planned outage in spring 2022 and the unplanned outage in
December 2022. The decreased capacity led to higher replacement power
costs of $207 million.

Depending on the time of year and market conditions, a two per cent
change in PLNGS capacity factor will result in net earnings variability of
approximately $7 to $15 million dollars.

Electricity purchases

NB Power purchases electricity when lower-cost energy is available and to
meet its renewable portfolio standard requirements. Purchases primarily
displace internal fossil fuel generation, depending on world fossil fuel
prices. The market price of electricity changes hourly and is set primarily
by the New England electricity market, regardless of the source of supply.
NB Power enters forward purchase contracts for electricity purchases
based on forecasted costs to mitigate some of the volatility of market price
fluctuation. NB Power is still exposed to price fluctuations when purchase
requirements change. Electricity purchases represented approximately

53 per cent of NB Power’s total supply requirements in 2022/23,
corresponding to 82 per cent or $1,619 million of total fuel and purchased
power costs.

The average of the New England on-peak prices was $76.80 US/MWh
compared to $65.62 US/MWh in 2021/22. NB Power experienced increased
supply costs of $282 million in 2022/23 due to increased prices.

Generally, a $10 change in electricity prices will result in net earnings
variability of approximately $4 to $27 million. However, in 2022/23, with
higher-than-predicted sales volumes, increased supply requirements and
increased volatility in electricity prices, the net earnings variability was
greater than previously experienced.

Natural gas

NB Power purchases natural gas for the generation of electricity and
purchases natural gas-based electricity. These are both subject to price
variability based on natural gas markets.

NB Power purchases natural gas for Bayside Generating Station and has
secured a long-term, lower-cost gas supply from western Canada.

NB Power has entered into forward purchase contracts for 80 to

100 per cent of the forecasted natural gas requirements for the Station.

Bayside Generating Station is subject to carbon tax, which increases the
cost of electricity generated from natural gas. The tax is calculated based
on the provincial prescribed tax rate for the year and the Station’s total
emissions. Both the rate and emissions fluctuate annually, contributing to
price variability.

100

80

601

40

20¢

56.6%

PLNGS net capacity
factor (percentage)

2022/23

2021/22

20



21

Electricity generated with natural gas represented approximately
five per cent of total supply in 2022/23 and approximately three per cent
or $53 million of the total fuel and purchased power costs.

Natural gas prices ranged from $0.95 US/MMBtu to $27.74 US/MMBtu in
2022/23 compared to $1.80 US/MMBtu to $62.50 US/MMBtu in 2021/22.
Despite lower natural gas prices on average in 2022/23, there was an
increase in supply cost of $21 million compared to 2021/22, which was
primarily the result of increased transportation costs.

A $1 change in natural gas prices will result in net earnings variability of
approximately $1to $7 million.

Coal/petcoke-based generation

NB Power purchases coal and petcoke through tendered contracts from
several counterparties. These fuels are used at Belledune Generating
Station. Coal is purchased at indexed or firm fixed prices whereas a
floating price component is typically built into petcoke contracts in
which the purchase price is reflective of an index price at the time the
petcoke is delivered.

Belledune Generating Station is also subject to carbon tax increasing the
cost of electricity generated from coal and petcoke. Both the rate and
emissions fluctuate annually, contributing to price variability.

Coal and petcoke-based generation represented approximately
11 per cent of total supply in 2022/23 and approximately seven per cent
or $136 million of the fuel and purchased power costs.

The average coal market price was $277.28 US/ton in 2022/23 compared
to $160.59 US/ton in 2021/22 and as a result NB Power experienced
increased supply costs of $69 million.

A $20 change in coal and petcoke prices will generally result in net
earnings variability of approximately $3 to $12 million.

Heavy fuel oil-based generation

Coleson Cove Generating Station, a winter-peaking station, is fuelled
primarily with heavy fuel oil. Heavy fuel oil is subject to market price
fluctuations. To minimize short- to medium-term heavy fuel oil price
exposure, NB Power typically enters into forward purchase contracts for
its forecasted in-province and firm export heavy fuel oil requirements.

Coleson Cove Generating Station is also subject to carbon tax, which
increases the cost of heavy fuel oil. Both the rate and emissions fluctuate
annually, contributing to price variability.

Heavy fuel oil generation represented approximately three per cent of
total supply and approximately eight per cent or $155 million of fuel and
purchased power costs in 2022/23.



Heavy fuel oil market prices ranged between $73 US/barrel to

$124 US/barrel in 2022/23 compared to between $62 US/barrel to

$128 US/barrel in 2021/22. Heavy fuel oil prices are volatile. Despite
practices to manage this price risk through the use of forward purchase
contracts, the increased market prices resulted in an increase in supply
costs of $75 million compared to 2021/22.

Export sales opportunities

NB Energy Marketing (NBEM) has access to a diversified energy
portfolio. NB Power’s surplus generating capacity combined with
strategic interconnections with Quebec, PEI, Nova Scotia and Maine
enables NBEM to engage in energy trading activities with neighbouring
jurisdictions with the goal of providing economic benefits to New
Brunswickers. NBEM operates in a competitive market with inherent
variability in sales opportunities and service contracts available at a
given time. While NBEM relies on robust risk management strategies
and significant market analysis to mitigate risks where possible, NBEM
is subject to significant variability which results in significant swings in
year-to-year export results. NBEM is still exposed to price fluctuations
when sales volumes change.

The average price of export sales in 2022/23 was $144.65 CAD/MWh
compared to $86.25 CAD/MWh in 2021/22 and as a result NB Power’s
export revenue increased $390 million in 2022/23.

NBEM supplied 8,363 GWh of load in 2022/23, compared to 6,175 GWh
in 2021/22, the additional volume increased revenue by $273 million.

Generating station reliability

NB Power experienced significant reliability challenges in 2022/23 with
the extended planned outage at PLNGS and the unplanned outages at
PLNGS and Bayside Generating Station. NB Power’s infrastructure can be
affected by age, capital investment and significant technological change.

Aging assets are increasingly expensive to maintain and operate and
may be less efficient than newer technologies. Significant financial and
other resources are required to monitor and properly sustain the existing
asset base. Performance, reliability and maximized efficiency of existing
generation facilities are fundamental to ensuring a safe, continuous and
adequate supply of electricity. Strategic capital spending is required

to ensure reliability, reduce the risk of equipment failures, renew aging
infrastructure and accommodate growing demand for electricity.
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Energy Supply Cost Variance Account and Electricity Sales and
Margin Account

On April 1, 2022, amendments to the Electricity Act and the new
Regulatory Variance Accounts and Deferral Account Regulation -
Electricity Act took effect.

The act established the requirement for NB Power to create two
regulatory variance accounts: the Energy Supply Cost Variance Account
and the Electricity Sales and Margin Account. As a result, variances from
budget on sales of electricity and fuel and purchased power supply costs
are reclassified monthly to regulatory accounts. NB Power is required to
reimburse to, or recover from, customers the balances in the accounts.
The reclassification of variances to these accounts limits the variability
caused by fuel prices, generating station performance, sales prices and
volumes, export sales margins and related foreign exchange costs.

Energy from renewable sources

NB Power’s commitment to environmental stewardship was
demonstrated by exceeding its renewable portfolio standard of

40 per cent of in-province sales supplied by renewable sources.
Renewable sources supplied 53 per cent of in-province sales in 2022/23
and 42 per cent of in-province sales in 2021/22. In order to meet the
commitment, NB Power generates electricity from its hydro facilities and
purchases electricity from hydro, wind, biomass, biogas, landfill gas and
other renewables sources under power purchase agreements.

At times renewable energy costs may exceed those of NB Power’s
thermal fleet and create a compliance cost to meeting the renewable
portfolio standard. NB Power actively manages its economic dispatch
decisions to minimize the cost to customers.

Exchange rates

NB Power is exposed to foreign exchange risk when purchases of fuel
and purchased power in US dollars are not offset by revenue received in
US dollars. NB Power typically enters into forward purchase contracts for
US dollar requirements net of expected US dollar revenue.

The value of the Canadian dollar against the US dollar varied between
$1.25 and $1.39. This is compared to $1.20 to $1.29 in 2021/22. This
change in foreign exchange rates resulted in a $4 million increase in the
cost of fuel and purchased power compared to 2021/22.

A change of $0.05 in the foreign exchange rate will result in net earnings
variability of approximately $1to $18 million.

Nuclear investment funds

NB Power has established the decommissioning segregated fund, used
nuclear fuel segregated fund and nuclear fuel waste trust fund in order
to meet the Nuclear Fuel Waste Act requirements. The investments in
these funds are exposed to financial market risk and impact NB Power’s
results as described on page 32 under Finance costs and investment
income.



The Nuclear investment funds are guided by an investment policy and
managed by Vestcor, a third-party financial management organization.
The policy sets out the investment principles and guidelines including
investment objectives and appropriate risk tolerance for the funds. The
portfolio is managed using these overall investment objectives and risk
tolerances. The investment policy goals are to reduce the volatility of
future funding requirements, minimize the risk of potentially large future
contributions and provide inflation protection given the long-term nature
of the cash flow requirements. The portfolio mix will not necessarily
achieve the investment return objectives of 515 per cent over the short
term as it focuses on long-term results.

The funds are invested in established funds including fixed income,
Canadian, international and private equites, private and public real

estate and infrastructure as well as alternative investments. These are all
subject to market risks and the value of the investments will vary from
day to day depending on a number of market factors including economic
conditions, global events, market news and the performance of the
issuers of the securities in which the funds invest. Changes in foreign
currency exchange rates will also affect the value of investments of non-
Canadian dollar securities.

Due to the substantial value of the nuclear investment funds, currently
valued at $897 million, NB Power’s net earnings are sensitive to any
volatility in these markets. In the last five years, the return on nuclear
investment funds has fluctuated from a loss of $4 million to a gain of
$95 million.

In 2022/23, the investments earned a return of $16 million compared to
$46 million in 2021/22. The lower investment returns resulted in a

$30 million decrease in net earnings compared to 2021/22. This
decrease in investment yields reflects continued market volatility.

A one per cent change in investment yields will result in net earnings
variability of approximately $14 to $15 million.

Weather conditions

NB Power’s in-province customers have a high degree of electric heat
penetration in their homes and as a result, weather trends can result in
unpredictable electricity requirements year over year and net earnings
variability. The warmer weather in 2022/23 decreased in-province
revenue by $26 million compared to 2021/22.

Significant weather events can also have a material impact on other
financial results. Costs associated with these events are one-time
expenditures and are an uncontrollable expense.

In 2022/23, NB Power spent $13 million of operations, maintenance
and administration (OM&A) on significant weather events compared to
$1 million in 2021/22.

NB Power has experienced major weather events in the past which have
caused significant variability in earnings with each. These events ranged
in cost from $8 to $30 million.

50

40t

30¢

20t

$16

Gain on investment
fund returns
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Financial Performance

Financial Performance 2022/23 2021/22 $(43)

(in millions) Net (loss) earnings

Net (loss) earnings $(43) $80 (in millions of dollars)
Sales of electricity 2,777 2,060 8o
Operational expenses 2,945 1,915 28:
Operating (loss) earnings (34) 283 gg
Net Change in Regulatory Balances 234 (14) %8
Total net debt at end of year 5,406 4,938 _18_
Increase in net debt 468 9 :gg:
-40}
-50L

2022/23 2021/22

Financial Performance Highlights

NB Power reported a net loss of ($43) million for the year ended March 37,
2023. This was a $123 million decrease in earnings from the 2021/22 net
earnings of $80 million. While the newly established regulatory variance
accounts helped to mitigate volatility in electricity sales and supply costs,
NB Power was not immune to inflationary cost pressures, supply chain
challenges, increasing interest rates and a downturn in investment returns,
all of which were experienced on a global scale. The extended planned
outage at PLNGS and the unplanned outages at PLNGS and Bayside
Generating Station significantly impacted earnings in 2022/23.

Sales of electricity increased as a result of higher sales to out-of-province
customers, increased in-province base load and higher average regulator-
approved customer rates. These increases led to total sales of electricity of
$2,777 million, an increase of $717 million or 35 per cent.

Operational expenses were $2,945 million and 54 per cent higher than
2021/22. NB Power has been impacted during the year by unplanned
generating station outages and commodity market volatility at a time
when electricity prices were at unprecedented highs.

Net debt increased by $468 million in 2022/23, from $4,938 million to $468

$5,406 million at March 31, 2023. In 2022/23 NB Power experienced Increase in net debt
an operating loss due to significant increases in supply costs, mainly (in millions of dollars)
associated with the unplanned winter outage at PLNGS and the 500
requirement to purchase replacement power at a time when electricity
prices were at unprecedented highs. Also contributing to the increase in
debt was substantial investment in NB Power’s generation, transmission
and distribution infrastructure in order to improve system reliability

for New Brunswickers. NB Power continues to focus efforts on cost 200l
optimization while ensuring safe and reliable operations.
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Financial Results

Revenue
Revenue overview (in millions) 2022/23 2021/22
$ % $ %

Sales of electricity

In-province 1,543 53 1,502 68

Out-of-province 1,234 42 558 26
Miscellaneous 134 5 138 6
Total revenue 2,911 100 2,198 100
Per cent increase year over year 32 20

In-province sales of electricity
In-province sales of electricity represent the sale of electricity to all
customer classes within New Brunswick.

Residential customers and indirect wholesale customers account for
approximately 53 per cent of the total in-province electricity sales. The
residential class is made up of mostly year-round domestic customers
and also includes some non-domestic customers such as farms and
churches. Due to a high penetration of electric space heating, changes
in weather patterns can create volatility in residential loads. Weather and
growth changes are partially offset by energy efficiency and demand
side management programs.

General service customers account for about 21 per cent of total
in-province electricity sales and includes commercial, institutional
customers and streetlights. General service sales are also impacted by
weather variations.

Industrial customers account for about 26 per cent of total in-province
electricity sales and are divided into two groups: industrial transmission
sales to those served at transmission voltages of 69 kV and above and
industrial distribution sales to those served at distribution voltages of
25 kV or less. Industrial customers are spread out over many industries,
with the majority serving the pulp and paper industry. Changes in
industrial loads are driven by general economic conditions.
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In-province sales of electricity 2022/23 2021/22 $1;543
(in millions)

Total
$ % $ % in-province
sales of electricity
Residential 703 46 701 47 (in millions of dollars)
Industrial 396 26 364 24 ‘
General service 301 19 294 19
Wholesale 115 7 116 8
Streetlights 28 2 27 2
Total 1,543 100 1,502 100 ‘
Per cent increase year over year 3 8
GWh 1 3[31 5 1 3,274 Per cent of total revenue
by customer class
. o L B Residential 46 %
In-province sales of electricity totalled $1,543 million in 2022/23, B gustrial 6o
representing a $41 million increase compared to 2021/22. The increase in B Goneral service 19;
sales is mainly the result of higher average regulator-approved customer B holcaie 7;
rates effective April 2022 and increased interruptible sales prices. Streetlights °°
Electricity sales volumes to New Brunswick customers were 13,315 GWh, 2%
up 41 GWh from a year earlier due to higher base load. The increases
were partially offset by warmer weather.
Out-of-province sales of electricity
Out-of-province sales of electricity represent the sales outside New
Brunswick to other neighbouring Canadian provinces and the United
States. These sales include long-term sales contracts as well as short-
term sales in the US market and to other Canadian utilities. These sales
are subject to
» availability of NB Power generation resources, based on in-province
energy requirements and planned unit generator maintenance
schedules
« availability of interconnection purchases
* market prices
« fuel prices
» foreign exchange rates
* availability of export sales contracts and competition for these
contracts
Out-of-province sales of electricity (in millions) 2022/23 2021/22 $1 234
Revenue $1,234 $558 ’
Per cent increase year over year 121% 52% soaﬁ_so;perggtifgty
GWh 3363 6175 (in millions of dollars)
: ! 1500
Per cent increase year over year 35% 35%
1200}

Out-of-province sales of electricity totalled $1,234 million in 2022/23,
representing a $676 million or 121 per cent increase from 2021/22. Sales 900
increased by 2,188 GWh or 35 per cent, mainly due to new and renewed

contracts to serve customer loads in the United States, as well as 600y
opportunity sales with customers in Canada and the United States. 300l
0
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Miscellaneous revenue

Miscellaneous revenue is the revenue generated from sources other than
electricity sales.

Miscellaneous revenue (in millions) 2022/23 2021/22

$ % $ %
Net transmission revenue and 14 10 18 13
expense
Customer-related revenue 20 15 17 12
Water heater rentals 24 18 23 17
Pole attachment fees 5 4 4 3
Sales of natural gas 45 34 54 39
Other miscellaneous income 26 19 22 6
Total 134 100 138 100
Per cent (decrease) increase year 3) 94
over year

Miscellaneous revenue totalled $134 million in 2022/23, representing a

$4 million or three per cent decrease compared to 2021/22. Natural gas
sales occur when committed volumes of natural gas are unable to be
consumed at the Bayside Generating Station. This usually only occurs
during outages (planned or forced) at the Bayside Generating Station.
The margin from the sale of natural gas is subject to fluctuation in market
prices.

Operational Expenses

Operational expenses overview 2022/23 2021/22 $2,945

(in millions) Operational expenses

$ % $ % by classification

(in millions of dollars)
Fuel and purchased power 1,968 67 983 51

Operations, maintenance and 576 19 537 28 “

administration

Depreciation and amortization 351 12 344 18
Taxes 50 2 51 3
Total 2,945 100 1,915 100
Per cent increase year over year 54 14

Per cent of total cost

Il Fuel and 67%
purchased power
H oMg&A 19%

Il Depreciationand  12%
amortization

Il Taxes 2%
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Fuel and purchased power
NB Power optimizes a diverse portfolio of generation and external
purchases to supply in-province and out-of-province customers. The cost
of generation and the cost of purchases can significantly vary year over
year. NB Power’s generation facilities are fuelled with the following types
of fuel

* nuclear fuel (uranium)

e coal

e natural gas

e petcoke

* heavy fuel oil

* hydro

As well, NB Power purchases electricity from independent power
producers by way of power purchase agreements. These agreements
include purchases from

* hydro generation

e wind generation

« other renewable generation

e natural gas generation

NB Power’s mix of internal generation and purchases of electricity

are balanced such that the requirements of the Renewable Portfolio
Standard are met. The Standard requires that NB Power supply, at a
minimum, 40 per cent of its in-province electricity sales from renewable
energy.

Fuel and purchased power 2022/23 2021/22
(in millions)

$ % $ %
Hydro - - - -
Nuclear 23 1 33 3
Thermal 344 18 217 22
Purchases 1,619 82 707 72
Other 21 1 12 1
Foreign exchange (gain)/loss (39) (2) 14 2
Total 1,968 100 983 100
Per cent increase year over year 100 23

The cost of fuel and purchased power was $1,968 million in 2022/23, a
$985 million increase over 2021/22.

NB Power’s net generation and purchased power in 2022/23 was

21,974 GWh, a 2,162 GWh or 11 per cent increase from 2021/22. There
were several factors that led to the increased electricity requirements in
2022/23, including growth in both the export and in-province markets.
These increases were partially offset by warmer weather. The increase in
load requirements increased fuel and purchased power costs by

$293 million.

$1,968

Fuel and purchased
power
(in millions of dollars)

\'!

Per cent of total cost

Il Hydro 0 %
Il Nuclear 1%
Il Thermal 18 %
Il Purchases 82 %
Il Other 1%
Foreign exchange (2)%
(gain)/loss
22,560 GWh

GWh production

O

Per cent of total
GWh production

Il Hydro 14 %
M Nuclear 14%
Hl Thermal 16%
I Purchases 56%




Higher average supply prices increased fuel and purchased power
costs by $456 million. Electricity prices were the primary driver of

the increased cost. NB Power mitigates some of the price volatility

by entering forward purchase contracts for electricity purchases.
However, NB Power is still exposed to price fluctuations when purchase
requirements change.

The availability of generating stations, market conditions and fuel prices
have a significant impact on the generation supply mix utilized at any
given time. NB Power strives to optimize the diversity of its portfolio to
minimize the impact of these changes by balancing internal generation
with external power purchases. Despite these efforts NB Power was
faced with reliability issues at both PLNGS and Bayside Generating
Station in 2022/23.

The unplanned winter outage at PLNGS led to a requirement to
purchase replacement power at a time when electricity prices were at
unprecedented highs. The extreme pricing was due to a global energy
crisis and the scarce supply of electricity in New England. In addition,
curtailments on transmission lines limited NB Power’s ability to purchase
from another major supplier. These events led to some of the highest
daily replacement costs NB Power has faced.

The outage at Bayside Generating Station spanned most of the fiscal
year and was necessary to upgrade major station components. These
unplanned outages along with the extended planned outage at PLNGS
resulted in increased supply costs of $295 million in 2022/23. Improved
net hydro generation increased year over year at 116 per cent of the
long-term average, resulting in a $59 million decrease in fuel and
purchased power costs.

While the cost of natural gas for the Bayside Generating Station is
included in fuel and purchased power costs, the arbitrage of natural gas
resulted in sales of $45 million. This mitigated the cost of replacement
energy associated with the outage.

Operations, maintenance and administration

Operations, maintenance and administration expenses are those

costs related to the operation, maintenance and administration of

NB Power’s 14 generating facilities, the distribution and transmission
infrastructure, which includes over 21,700 km of distribution lines and
6,800 km of transmission lines, as well as corporate services. OM&A
also includes activities that support reducing and shifting demand
through investments in technology, educating customers and promoting
efficiencies and offering new products and services.

Continuous improvement is an integral part of NB Power’s corporate
excellence goals. NB Power is committed to creating a culture of
continuous improvement and all employees are encouraged to suggest

opportunities for improvement and participate in improvement initiatives.

This work also includes regional cooperation efforts with other utilities
aimed at realizing savings through the sharing of best practices.
Employees from all corners of the company continue to deliver value
to customers through improved work processes and financial savings.
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In 2022/23, NB Power realized cash savings and other benefits such
as avoided costs and increased productivity. NB Power also began
work with PwC Consulting in an effort to identify added cost savings
opportunities, including a work force optimization program. NB Power
will realize additional cost savings and efficiencies as a result of the
strategic review.

See Note 23 of NB Power’s Consolidated Financial Statements for
OM&A by category.

| Operations, maintenance and administration 2022/23 2021/22
(in millions)
Operations, maintenance and administration $576 $537
expenses
Per cent increase year over year 7% 6%

OM&A costs were $576 million in 2022/23, a $39 million or
seven per cent increase compared to 2021/22.

The increase in OM&A expenses in 2022/23 was largely the result of a
workforce optimization initiative which was a one-time, early retirement
program. Also contributing to the increase was higher storm costs and
unplanned generation outages. These increases were partially offset by
the extended PLNGS planned capital maintenance outage.

Depreciation and amortization

Depreciation and amortization expense is primarily driven by NB Power’s
capital investment in its generating, transmission and distribution
systems. Depreciation of property, plant and equipment is based on a
straight-line method of depreciation over the estimated useful service
lives of the assets. Useful lives are reviewed annually, external studies are
performed every five years and rates are updated as required (the most
recent external study was performed in 2019/20).

Since the adoption of IFRS on April 1, 2014, NB Power has been
capitalizing planned major maintenance outages. These outages are
cyclical work that is required for safe operation of the generating
stations. The useful life of the planned maintenance outage is based on
the frequency of the outage.

Depreciation and amortization (in millions) 2022/23 2021/22
Depreciation and amortization $351 $344
Per cent increase year over year 2% 7%
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Depreciation and amortization costs were $351 million in 2022/23, a

$7 million or two per cent increase compared to 2021/22. Depreciation
continues to increase year over year as major maintenance outages are
capitalized and depreciated. The related components have estimated
service lives of two to eight years, resulting in higher depreciation. In
2022/23 the increase in depreciation and amortization was mainly due
to the planned major maintenance outages and an increase in the cost
estimate associated with decommissioning Milltown Generating Station.

Taxes

Taxes expense is comprised of property, utility and right-of-way taxes.
Property tax is assessed by the Province of New Brunswick and based
on assessed values of NB Power’s properties. Utility tax expense is driven
by NB Power’s capital investment in the transmission and distribution
systems and is based on the carrying amount of NB Power’s transmission

and distribution assets.

Taxes (in millions) 2022/23 2021/22
Taxes $51
Per cent (decrease) increase year over year 4%

Taxes were $50 million in 2022/23, a $1 million or two per cent decrease
compared to 2021/22. Taxes decreased year over year primarily due to a

decrease in the utility tax rate.

Finance costs and investment income

Finance costs and investment income also include mark-to-market of
investments. This net cost has the potential for significant variability due
to changes in market values, discount rates and interest rates.

See Note 26 of NB Power’s Consolidated Financial Statements for the

finance costs by category.

Finance costs and investment 2022/23 2021/22
income (in millions)

$ % $ %
Finance costs (280) 115 (248) 131
Sinking funds and other investment 21 (8) 13 (7)
income
Mark-to-market of fair value through 16 (7) 46 (24)
profit or loss investments
Total (243) 100 (189) 100
Per cent increase year over year 29 31

Finance costs and investment income was $243 million in 2022/23, a
$54 million or 29 per cent increase from 2021/22. The increase in finance
costs was primarily attributed to increased interest on long-term and
short-term debt as a result of increased interest rates and a higher debt
balance. Unrealized gains on investments were $16 million, a decrease of
$30 million or 65 per cent from 2021/22. The investment market values
are subject to market conditions, which were volatile during 2022/23.
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Regulatory Balances

Regulatory balances are recognized for rate setting and financial
reporting purposes if the New Brunswick Energy and Utilities Board
(EUB) approves the regulatory treatment or if management believes the
regulatory treatment is probable. Regulatory debit balances represent
costs incurred in excess of amounts billed to the customer at EUB-
approved rates. Regulatory credit balances represent amounts billed to
the customer at EUB-approved rates in excess of costs incurred by

NB Power.

NB Power has the following regulatory balances

Regulatory balances (in millions) 2022/23 2021/22

$ % $ %
PLNGS 636 62 661 84
Petroleos De Venezuela S.A. 130 13 118 15
Energy Supply Costs 269 26 - -
Electricity Sales and Margin (36) 3) - -
Variance
Energy Effiency and Demand 14 1 - -
Response
Allowance for Funds Used During 8 1 8 1
Construction
Total 1,021 100 787 100
Per cent increase (decrease) year 30 (8)
over year

Regulatory Balance - Point Lepreau Nuclear Generating
Station Refurbishment

A legislated regulatory balance' was created for the replacement energy
and OM&A costs incurred during the refurbishment period of PLNGS
(March 28, 2008 through November 23, 2012). The refurbishment of
PLNGS enables electricity to be provided to future generations of
customers. The deferr