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1.1 Estimated UEC Cost Adjustment Values

In the 2005 Resource Options Report (ROR), BC Hydro presented Unit Energy Costs (UEC)
at a base level only (e.g. costs at the plant gate with interconnection) and the full impact of
adding alternative resources to the system was undertaken through portfolio analysis. While
both the BCUC and several intervenors accepted the need and benefit of portfolio
modelling, a concern was raised during the 2008 LTAP Intervenor Engagement sessions
that the UEC tables provided in the 2006 IEP/ LTAP were being used out of context and that
it was difficult to compare resource options on base unit energy costs when there are other
costs and credits associated with the resource options. These can include the cost of firm
transmission, line losses, GHG offset costs, carbon tax, capacity credit and wind integration

costs.

As such, the 2008 LTAP has included an adjustment to the UEC calculations to provide an
“indicative “allowance for these additional cost factors. These adjusted UECs are shown in
the supply curves of Figures 3-9 and 3-10, and Table 3-21 of Section 3.3, and are taken
from the “Mid” case in the table below. It should be noted that these numbers are directional
and will not necessarily reflect the end result of the LTAP portfolio modeling exercise. The

following outlines the basis for the adjustment factors:

e Cost of incremental Firm Transmission (CIFT) — A capacity charge for firm
transmission based on delivery from the project gate to the Lower Mainland using values
from the BCTC Bulk Transmission System CIFT for the NITS 2004 Facilities Study,
Supplemental CIFT posting - 24 August 2007, Scenario 2. The CIFT values, in $/kW-yr,
were applied against the installed capacity for the associated project. The BCTC
document is located at: http://www.bctc.com/NR/rdonlyres/3B501B1C-4661-476B-A103-
A26DF4E96651/0/CIFT2005supplemental24August2007.pdf

e Carbon Tax and Greenhouse Gas (GHG) offset Costs— These are estimates of GHG

offsetcostsapplicable-te-GHG-emissions_costs from gas-fired generating plants based
on 30 vear levelized vatdes-prices over the period 20422008-2037. It is assumed that the

carbon tax is only paid from 2008 to 2011, prior to the onset of GHG offsets in 2012.

Pricing is based on the BC Carbon Tax applicable to natural gas generation. See Section
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1.2 in the following document:
http://www.bcbudget.qgov.bc.ca/2008/bfp/2008 Budget Fiscal Plan.pdf. The 27-derived

from-GHG price forecasts_are derived from -ir-the Natsource report “2007 Greenhouse

Gas Offset Forecast Report for BC Hydro, December 1, 2007” applied to the emission

factors of the resource option.

—The “Mid” case value for the 30 year levelized medium GHG price forecast combined with

the carbon tax is $25 per tonne.

Line Losses —These are the estimated costs for project energy losses based on delivery
to the Lower Mainland using the methodology outlined in the BCTC report “Peak Load
Incremental Losses for the Bulk Transmission System, November 27, 2007”. This
document is located at: http://www.bctc.com/NR/rdonlyres/SCF35AA8-9D67-4825-87E4-
A251F1D99CDO0/0/BULKSYSTEMINCREMENTAL LOSSES 2008.pdf

Capacity Credit — Applied to project dependable capacity, and ELCC for intermittent
resources, using a unit value of $25.9/kW-yr for capacity in the Lower Mainland, and

dividing by the average annual energy.

Wind Integration Cost — Based on $10/MWh of average annual wind energy. See

Appendix F-3.
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In addition to the “Mid” calculation of adjusted UEC for each project, Table 1 also shows a
range of “Low” and “High” values. These values are based on the following variations in

input data assumptions:

Capital Costs Uncertainty — assumed as per the cost uncertainties identified in the 2005
ROR (i.e. -10% / +20% for “Low” cost uncertainty, -10% / +40% for “Mid” cost uncertainty, -
10% / +60% for “High” cost uncertainty).

Gas Price Uncertainty — assumed as: the “Medium” gas price of $6.9885/GJ for the “Low”
calculation, the “High’ gas price of $10.9571/GJ for the “Mid” and High” UEC calculations.

The low gas price scenario is not used given its associated low probability of occurrence.

Carbon Tax and GHG Offset-and-Carben-Tax Cost Uncertainty — assumed as: $17-20

per tonne for the “low” UEC calculation and $42-39 per tonne for the “High” UEC calculation.
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