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Case No. U-16417

Witness: Steven J. Daavettila

UPPCO - Cataract Hydro Project Analysis

July 2010

2010 NPV Revenue Requirement - $ Million

Option 3 - Sell Facility
Option 1 - Surrender License and Abandon Facility

Option 4 - Upgrade and Operate Facility

Base
Case

$4.14
$5.07

$7.40

Exhibit A-9 (SJD-1)
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Best Worst
Case Case
$4.14 $4.14
$3.87 $7.46
$6.54 $8.98
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UPPCO - Cataract Hydro Project Analysis

Common Assumptions
Project Start

End of License Term
Inputs Price Level
Escalation

Discount Rate

PV Basis (Jan)

1/2010 Impairment

CWIP in Rate Base
Existing Property Tax
Property Tax Growth Rate
Tax Depreciation
Regulatory Amotization Period

Capacity and Energy Ratings

Capacity Rating (kW) (July historical)

Annual Energy Production (MWH)(9 year ave)
Renewable Energy Credits (REC) (first year)
CO2 Credits (first year)

Sell Facility - Option 3

Sale Price

Additional Investment
Construction Period
Regulatory Amortization Period
Tax Depreciation

PPA Term

Energy Rate 2010 $/MWH
Energy Rate escalation
Renewable Energy Credits (REC)
REC escalation

UPPCo will purchase all power produced for a 10 year term

July 2010

Data and Assumptions

Base Case

Jan-10
Feb-37
2009
2.00%
9.00%
2010
$831,818
50%
$35,358
2.20%
1
10

314
3,532
2009
2100

$725,000
$1,725,000
Oct 2010-Dec 2012
10
1
10
$55.00
greater of 3% or CPI
$7.00
greater of 3% or CPI

Best Case

Jan-10
Feb-37
2009
2.00%
9.00%
2010
$831,818
50%
$35,358
2.20%
1
10

314
3,532
2009
2100

$725,000
$1,725,000
Oct 2010-Dec 2012
10
1
10
$55.00
greater of 3% or CPI
$7.00
greater of 3% or CPI
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Worst Case

Jan-10
Feb-37
2009
2.00%
9.00%
2010
$831,818
50%
$35,358
2.20%
1
10

314
3,532
2009
2100

$725,000
$1,725,000
Oct 2010-Dec 2012
10
1
10
$55.00
greater of 3% or CPI
$7.00
greater of 3% or CPI

Recover the net of the Impairment, the Sale Price, and the Additional Investment over 10 years, with carrying costs starting Jan 1, 2011
Assume that costs for PPA are 2010 dollars, but PPA starts when the units starts to generate after repairs.

Upgrade and Operate Facililty - Option 4
Install new penstock and additional repairs
Rebuild Time Period

Annual O&M (2010 $)

Book Depreciation

Tax Depreciation

Start operating date

Recover repair costs over remaining life of license
Reverse impairment and recover over remaining life

Surrender License and Abandon Facility - Option 1

Removal Cost

Underground 12.5kV 5.4 mile Interconnection to Gwinn

Removal Time Period

Project Land (acres)

Project Land Value (2010 $)
Regulatory Amortization Period
Tax Depreciation

Recover abandon and removal costs over 10 years, with carrying costs starting Jan 1, 2014

$3,500,000
Oct 2010-Dec 2012
$125,000

Remaining Licence Period

MACRS 20 year
Oct-12

$2,832,500
$15,000

Oct 2010 - Dec 2013

916
$1,741,000
10
1

Recover impairment over 5 years, no carrying costs, starting Jan 1, 2011

Recover 50% of Project Land Sales over 3 years, no carrying costs, starting Jan 1, 2014

$2,800,000
Oct 2010-Dec 2012
$125,000

Remaining Licence Period

MACRS 20 year
Oct-12

$1,416,250
$15,000
Oct 2010 - Dec 2013
916
$1,741,000
10
1

Remove all above ground facilities of the 12.5 kV interconnection, buried facilities will be abandoned in the ground

$4,800,000
Oct 2010-Dec 2012
$125,000
Remaining Licence Period
MACRS 20 year
Oct-12

$5,665,000
$15,000
Oct 2010 - Dec 2013
916
$1,741,000
10
1
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Cost Scenario: Surrender License and Abandon Facility

Option 1

MDEQ/Corps Permit Application

Compile and Submit FERC Surrender Application
Meetings and Consultation

Water Quality Monitoring Program

Baseline Fisheries and Habitat Survey

Aquatic RTE Species Information Request and Report
Pre-and Post-Stream Channel Monitoring
Desktop Wetland and Aquatic Cover Type Study
Landowner Negotiations and Public Meetings
Recreational Use Survey Update

Turbidity, water clarity, and erosion monitoring
Sediment Depth Study and Report

Stranded Fish and Mussel Relocation

Planting Plan and Implementation

Construction of New Public Boat Access
Assistance to Landowners

Bank Stabilization

Exposed Substrate Seeding

Concrete Spillway Removal

Electrical Removal

Penstock and Surge Tank Removal

Tunnel Closure

Embankment Rim

Topsoil and Seeding (structure site only)
Powerhouse Removal

Turbine and Generator Removal

Project Management

Other

Estimated Total Project Cost

Case No. U-16417

Witness: Steven J. Daavettila

Exhibit A-9 (SJD-1)

Page 3 of 4
Base Case Best Case Worst Case
$80,000 $40,000 $160,000
$16,000 $8,000 $32,000
$50,000 $25,000 $100,000
$30,000 $15,000 $60,000
$6,000 $3,000 $12,000
$100,000 $50,000 $200,000
$12,000 $6,000 $24,000
$14,000 $7,000 $28,000
$14,000 $7,000 $28,000
$60,000 $30,000 $120,000
$90,000 $45,000 $180,000
$50,000 $25,000 $100,000
$110,000 $55,000 $220,000
$30,000 $15,000 $60,000
$14,000 $7,000 $28,000
$110,000 $55,000 $220,000
$40,000 $20,000 $80,000
$640,000 $320,000 $1,280,000
$70,000 $35,000 $140,000
$290,000 $145,000 $580,000
$30,000 $15,000 $60,000
$40,000 $20,000 $80,000
$70,000 $35,000 $140,000
$174,000 $87,000 $348,000
$76,000 $38,000 $152,000
$40,000 $20,000 $80,000
$566,500 $283,250 $1,133,000
$2,822,500 $1,411,250 $5,645,000
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Cost Scenario: Upgrade and Operate Facility

Option 4

Engineering

Site Investigation

Mobilization, demob

Erosion Control

Demolition

Concrete Repair (intake)

New Head Gate

Penstock installation

Electrical controls

Site Construction manager/facilities
Project Management

Quality Control and testing
Other

Estimated Total Project Cost

Case No. U-16417
Witness: Steven J. Daavettila
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Base Case Best Case Worst Case
$350,000 $300,000 $475,000
$100,000 $75,000 $125,000
$175,000 $125,000 $175,000
$50,000 $50,000 $100,000
$180,000 $150,000 $180,000
$200,000 $150,000 $400,000
$250,000 $150,000 $300,000
$1,200,000 $1,000,000 $1,500,000
$50,000 $25,000 $175,000
$100,000 $70,000 $150,000
$125,000 $100,000 $175,000
$250,000 $200,000 $475,000
$470,000 $405,000 $570,000
$3,500,000 $2,800,000 $4,800,000




