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Objectives of Workshop

Provide an opportunity to:

¢ Explain the details of the 2007 EPA and the rationale
behind it

4 Respond to participants questions and concerns
# Receive feedback on draft report for completeness

¢ Identify and understand participants views on issues and
regulatory review process
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Approach to Workshop

4 Focus on concerns raised in the LTEPA+ proceeding

s 2007 EPA described in the context of concerns being
addressed

¢ Transparent and open process
s Unredacted copy of the 2007 EPA filed
s Draft Report describing the 2007 EPA
s BC Hydro negotiating team to describe the 2007 EPA

m Alcan to describe Kemano and the Modernization Project

¢ Participants views to be considered for finalization of
Report and BC Hydro’s proposed regulatory process
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Agenda

Introduction

Joanna Sofield

10:00 - 10:15 am

Overview of 2007 EPA

Mary Hemmingsen

10:15 - 10:50 am

Contract Detalils

Ken Spafford

10:50 - 11:25 am

Alcan in British Columbia

Paul Henning

11:25-12:00 pm

Lunch Break 12:00 - 1:00 pm
Cost Effectiveness Analysis Mary Hemmingsen 1:00 - 2:00 pm
Ken Spafford
Graeme Simpson
Questions and Discussion 2:00 — 3:00 pm
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e Overview of the
2007 EPA

Mary Hemmingsen
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BC Hydro Objectives in Negotiation

¢ Get access to capacity, energy and other products and
services available from Kemano

m Cost-effectively
s Obtain the best deal possible for BC Hydro and its ratepayers

m Structured in a way that optimizes the unique value of a hydro
generating facility with storage to the BC Hydro system

& Address concerns raised in LTEPA+
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LTEPA+ Issues
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Tri-party Agreement
RESA
Links to Modernization

Electricity diverted from
aluminum production

BC Hydro Reliability Need
Kemano Supply Reliability
Reinstatement Fee

2006 LTEPA Recall

New recall provisions
Comparison to alternatives

Alcan opportunity cost
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Essence of Contract

¢ Bilateral commercial arrangement
m The result is fundamentally different than the LTEPA+

m Provides Alcan with a market for electricity that it does not use in its
smelter

¢ No third party interest involved in the negotiation

€ No mechanisms for unilateral actions that affect the
contracted volumes, term or prices

¢ Not contingent on actions of third parties other than BCUC

& Provides substantial additional value
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Bilateral Commercial Arrangements

¢ Alcan commits to power deliveries and to provide services
through to 2034

4 BC Hydro obtains:

s Much needed capacity for the 07/08 peak season whether or not
longer term deal approved

m Four Products and Services through the full Term
« Capacity;
* Energy (Tier 1 Electricity and Tier 2 Electricity);
» Scheduling rights; and
» Coordination and Equichange Services

m Fixed price long-term supply
s Defined volumes and delivery commitments

¢ Alcan monetizes the value of its power that is not required
for its smelter needs
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Term

¢ Full term of 27 Y4 years
m 20 years longer than the current agreement (LTEPA)

m 10 years longer than LTEPA+
¢ Expires March 31, 2008 if BCUC disallows the contract
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No Third Party Involved in the Negotiation

¢ Province not a party to agreement

¢ No payment relating to 2004 LTEPA recall

m No re-instatement fee
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Deliveries not Contingent on Unilateral Actions

¢ Alcan may not unilaterally alter the volume or term

s Volumes calculated assuming modernization but are committed to BC
Hydro in any event

s |f modernization does not proceed, possibility of increased sale at
prices favourable to BC Hydro

m Alcan has acquired option not to sell incremental power to BC Hydro
under the 2007 EPA but must pay BC Hydro an exercise fee if it
exercises that option
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New Value Created by Increasing the Size of Pie

Kemano generation is more

ful
va

¢ AC

y integrated to provide
ue to BC Hydro system:

ditional capacity included

iIn 2007 EPA

4 BC Hydro scheduling rights
expanded

¢ Operational coordination
formalized

¢ 2007 EPA term extended to
the end of 2034
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Kemano Capability Available to BC Hydro

¢ BC Hydro receives all available Kemano capacity and
energy not used to serve the Kitimat Smelter Load

¢ Kemano capacity and energy capability confirmed

s ldentified capacity available from Kemano

s Calculated annual expected energy production for complete water
record

s Determined increment in Firm Energy Capability provided to Heritage
System

¢ Maximum Smelter Load is set for each year of the 2007
EPA term

BC Hydro — Alcan 2007 EPA Workshop B(G hudru m 15



Maximum Smelter Load

¢ 697 MW by 2017
& Increased from LTEPA+

¢ 99.5% of electricity A N ——
sufficiently firm for ) [eieisieieieiebeieieieietiubieieieiel
Aluminum production wl— = BENNREHEE

2 500 H A H—HHHHHH—H -

¢ No unilateral abllity to NiflfE il REEN]
modify Maximum Smelter . B HC R HHH

Load 200 11 ||l E==Maximum Smelter Load (AvMW)
—&— Kemano Dependable Capacity (MW)
100 H | = = -Kemano Average Energy (AvMW)
Kemano Energy for Tier 1 Electricity (AvMW)
0 [ 0 0 [0 [0 [ 0 0 [ [ [ [

2007 2009 2011 2013 2015 2017 2019to
2034
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Capacity and Tier 1 Electricity

Tier 1 Electricity:

4 Confirmed as firm energy

300

¢ P rovid es ri g hts to \ I Total Tier 1 Electricity (AvMW)

schedule Tier 1 Electricity " e Scheduling Capacty (W)
within Scheduling Capacity H

Scheduling Capacity: 2 150

¢ Capacity associated with 04
Tier 1 Electricity, plus ]

¢ Average of 127 MW of 0-
addItIOnal CapaCIty 2007 2009 2011 2013 2015 2017 2(2)(1)250

Reliable power, at low cost, for generations. Reliable power, at low cost, for generations. Reliable power, at low cost, for generations. Reliabl at low st for generation:
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Tier 2 Electricity

¢ BC Hydro acquires average of 63 AvMW of Tier 2
Electricity

= annual volumes expected to range from 0-120 AvMW depending on
water conditions

¢ High quality product
s Reasonable predictability in short term

s Some of the energy is firm

¢ Tier 2 Electricity Scheduled by Alcan

m Price signhal to encourage delivery in high value periods
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Additional Services in 2007 EPA

¢ 2007 EPA provides

m Scheduling services
s Equichange Services

m Coordination Services

# Services create the ability to extract additional value from
Kemano as compared to previous agreements
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Volumes within Original LTEPA

¢ Preponderance of

LTEPA volumes sold -
at LTEPA prices Original LTEPA
250 O Average Tier 2 Electricity (AvMW) B
‘ PrOVIdeS SatlsfaCtO ry R B Incremental Tier 1 (AvMW)
200 H — OLTEPA Tier 1 incl. Reinstated (AvMW) |-

resolution to recall
ISsue 2 150 HIHHIH -

100 A

50 A

2007 2009 2011 2013 2015 2017 2019to
2034
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Electricity Pricing

Incremental Tier 1 Electricity:
4 Near Term (2007-2009)
¢ Long Term (2015-2034)
Tier 2 Electricity:

4 Near Term (2007-2009)
¢ Long Term (2010-2034)
Capacity:

¢ Near Term (2007-2012)
¢ Long Term (2013-2034)
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Gate

$ 54.0/MWh
$ 68.8/MWh

$ 52.0/MWh
$ 54.0/MWh

$ 58.9/kW-yr
$ 45.5/KW-yr

Lower
Mainland
Equivalent

$ 56.4/MWh
$ 76.9/MWh

$ 55.4/MWh
$ 57.8/MWh

$ 65.6/kKW-yr
$ 70.7/KW-yr
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- Alcan in British
Columbia

Paul Henning
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Cost-
Effectiveness of
2007 EPA

Mary Hemmingsen
Ken Spafford
Graeme Simpson
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Economic Value of 2007 EPA

4 Economic analysis shows 2007 EPA to be economic and
resilient against a range of uncertainties

Electricity & Gas Net Benefit of 2007EPA
Price Scenarno (NPV 2006$ millions)
5.25% 8.00%
Scenario Average 165.9 126.9
HighGas 319.8 233.8
EIA 108.3 87.8
Confer 37.4 37.9
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Opportunity Cost

¢ Alcan has opportunities that appear to be similar to prices
in 2007 EPA

s BCTC report on transmission availability

s Court decision on Alcan’s right to sell electricity
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Cost-Effectiveness Attributes
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Comparison to LTEPA+ Issues
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LTEPA+ Issues
Tri-party Agreement
RESA

Links to Modernization

Electricity diverted from
aluminum production

BC Hydro Reliability Need
Kemano Supply Reliability
Reinstatement Fee

2006 LTEPA Recall

New recall provisions

Comparison to alternatives

Alcan opportunity cost
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2007 EPA Context
Bilateral commercial agreement
RESA has extinguished

No incentive links to Modernization size or
schedule

697 MW of 700 MW of available firm supply
dedicated to aluminum by 2017

Reliability need starting in F2011

Reliability of Kemano supply confirmed

No reinstatement fee
Resolved at no cost
No unilateral volume or term modifications

2007 EPA tested against wide range of
alternative resources

BC Hydro assessment of Alcan opportunity
cost presented
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