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 Valuing a project
— Marketable Products
— Sources for Prices
— Forecasts of Prices

e Contracting for Sale of Output
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 Energy is Settled Hourly
 Energy is Locationally Priced

e Approx 750 pricing nodes in NE, 50 In
Vermont

e Energy is priced at an Hourly Clearing Price

* Intermittent resources, like hydro receive a real
time price
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« Forecasting is difficult, especially if it involves the future
e Short Term - APB Quote Sheet

* Prices for blocks

e Guaranteed — not unit contingent

 Energy only
e Long Term - AESC Forecast

 Forecast of zonal prices



http://publicservice.vermont.gov/pub/aescstudy.html

Nepool Quote Sheet
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Nepool

5 x16
Bid
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77.90
85.40
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Nepool On
5x16
Offer
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Short Term Price Information
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63.50
66.00
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At the Hub
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Nepool Flat
7x24
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Current Forecast - Nominal Dollars

AESC Avoided Cost Forecast 2006 - 2040
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Forecast Variation 2003 - 2005

Year

Levelized 2005-
2037 @ 2.03%

Year

Levelized 2005-
2037 @ 2.03%

On-Peak

2005 Analysis 2003 Analysis
(2005%$/MWh) (2005%$/MWh)

Summer Winter Summer Winter

72.33 67.24 75.51 51.68
Off-Peak
2005 Analysis 2003 Analysis
(2005%$/MWh) (2005%$/MWh)

Summer Winter Summer Winter

47.79 55.31 40.52 40.43

Difference
Summer Winter
-4.2% 30.1%

Difference
Summer Winter
17.9% 36.8%



o Capacity is Settled Monthly

o Capacity value is based on performance during
critical winter and summer hours (“Reliability
Hours”) 200 + hours/year

 Initially based on engineering assumptions,
but blended into a 3 year average with actuals

e Through 2010 prices are fixed. After that based
on FCM auction prices.




Each ICAP Resource will receive an ICAP Payment for each month
that it is listed that will be calculated as the product of the
resource's UCAP rating and the following fixed payment rate (ICAP
Transition Rate):

December 1, 2006 to May 31, 2007 $3.05/kW-Month
June 1, 2007 to May 31 2008 $3.05/kW-Month
June 1, 2008 to May 31, 2009 $3.75/kW-Month
June 1, 2009 to May 31, 2010 $4.10/kW-Month

After May 31, 2010, the price will be determined
through the Forward Capacity Auction.




lllustrative Capacity Value Calculation

Installed Capacity 250 kW
Summer Capacity Rating 50 kW
Winter Capacity Rating 150 kW
Cleared Capacity Value $5.00 /kW-Mont
Summer Payment = $1,000.00
2> @ *4

Winter Payment = $6,000.00

3 *@ *8

Total $7,000.00
Annual Capacity Factor 0.5
Annual kWh 1,095,000

Revenue/kWh $0.0064




e What are RECs?

 Other New England states have adopted
Renewable Portfolio Standards which require
Load Serving Entities to procure a certain

percentage of their energy from renewable
sources

« RECs are the attributes of the power — not the
electrons.




RECs are NOT administered through the 1ISO market
RECs are bought and sold bilaterally

Price for RECs is based on Supply, Demand and the default
price

Supply is influenced by new projects coming on line or
changes in the rules

Demand is influenced by the requirements set by the states.




RECs are NOT available to net metered projects

* Individual states have their own definitions, but generally newly
constructed renewables are premium renewables.

« RECs are sold within New England

e Don'’t plan on double counting - REC and Carbon offset




REC Markets

March 2007

Compliance RECs
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Bilateral Contract
* Most likely with interconnecting utility

Because of SPEED utilities receptive to
renewable projects

May have to adjust price expectations due to unit
contingent nature of output and hydro load shape

Details of the power market continue to evolve.




 What does a contract look like?

e Pricing Terms
o Approximate current market price projections
e Could be a fixed price (indexed)

e Could be the hourly nodal price

e Could be a collar (not to exceed X or go
below Y $/MWh)

percent of the
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