NOVA SCOTIA

POWER

An Emera Company

June 22, 2010

Nancy McNeil

Regulatory Affairs Officer/Clerk
Nova Scotia Utility and Review Board
1601 Lower Water Street, 3™ Floor
Halifax, NS B3J 3S3

Dear Ms. McNeil:

Re: CI# 33942 - Coon Pond Pipeline Replacement
NSPI - Responses to Information Requests (IRs) — P — 510

Enclosed are the IR responses pertaining to the capital item referenced above.
These IRs were received on June 4, 2010.

The contract costs provided in IR-4 are confidential. They have been redacted in
this response.

Contract costs are considered confidential. NSPI strives to keep the suppliers’
pricing confidential from their other customers or potential competitors. This
prevents competitors from using their information to gain a competitive
advantage. This is equally true for NSPI, which desires to protect its ability to
acquire capital services and equipment on the most competitive terms. Those
“best” prices may not be available if there is a risk that they will be disclosed to
the customers or competitors of the supplier.

Since NSPI customer rates are cost-based, the maintenance of confidentiality for
this item is to the direct benefit of customers.

Regards

Lee Thomson-Lutz MBA, CMA

Manager Capital,
Encl.
v File

PO Box 910, Halifax, Nova Scotia, Canada B3J 2W5
Customer Service 1-800-428-6230 (428-6230 in Metro Halifax) Power Outage Line 1-877-428-6004
WWW.NSPOWer.ca
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Cl # 33942 - Coon Pond Pipeline Replacement (NSUARB P-510)
NSPI Responses to UARB Information Requests

NON-CONFIDENTIAL

Request IR-1:

On November 30, 2007 the Board approved NSPI's request to replace the lower 700 feet of
this pipeline at the cost of $927,670 (U&U Work Order Cl# 28863). Please provide an
update on the completed scope of work and actual spending.

Response IR-1:

This project is now complete. 185 feet of the pre-existing steel pipeline was replaced and 550
feet of the pre-existing woodstave pipeline was replaced with High Density Polyethylene

(HDPE) pipe.

The actual spending on this project was $971,003.

Date Filed: June 22, 2010 NSPI (UARB) IR-1 Page 1 of 1
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Cl # 33942 - Coon Pond Pipeline Replacement (N
NSPI Responses to UARB Information R

NON-CONFIDENTIAL

SUARB P-510)
equests

Request IR-2:

Please provide a description of the completed work related to
amount of $110,742, spent *'to date™.

Response IR-2:

Table 1 — Breakdown of the Spent “to Date” amount of $110,742:

Cl #33942, as it relates to the

Description of Work

Spent to Date

Contract work associated with the removal of the existing pipe. $100,558

This amount also includes the processing of materials for pi
bedding and backfill.

pe

Engineering design labour. $6,597
Interest and administrative overhead charged to this project. $3,587
Total $110,742

Date Filed: June 22, 2010

NSPI (UARB) IR-2 Page 1 of 1
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Cl # 33942 - Coon Pond Pipeline Replacement (NSUARB P-510)
NSPI Responses to UARB Information Requests

NON-CONFIDENTIAL

Request IR-3:

In the justification for CI# 28863 it was stated:

Tests indicated that the upper portion of the pipe is in relatively good
condition ...

Replace the lower 700 feet section in 2007, and replace the remainder of the
pipe in 2012 or 2017.

It is the Board staff understanding that this approval request covers replacement of the
remaining 2750 feet of the Coon Pond woodstave pipeline. Summary of Alternatives states
that Alternative A, ""Pipe replacement Vs. Do nothing™, includes ""an estimated capital cost

of $2,075,549 in 2010 to replace 100% of the existing pipe**. Please explain.

Response IR-3:

The “existing pipe” refers to the 2750 feet of the remaining woodstave pipe. All of the other

woodstave piping was replaced under Cl #28863. When CI#28863 was originally filed in 2007,
the tests completed by an external consultant indicated the upper portion of the pipe was in
relatively good condition. Since this time, the upper section of the woodstave piping has

experienced a number of blowouts .

The current condition of the pipe and bands has deteriorated to the point where replacement is

now required.

Date Filed: June 22, 2010 NSPI (UARB) IR-3 Page 1 of 1
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Cl # 33942 - Coon Pond Pipeline Replacement (NSUARB P-510)
NSPI Responses to UARB Information Requests

REDACTED

Request IR-4:

According to the information submitted with the approval request, the revised cost
estimate of $2,075,549 includes contingency amounts of $289,500 and $121,694. Please
compare and explain the difference between the actual unit cost to replace the lower 700
feet of the pipeline with the estimate unit cost to replace the remaining portion of the

pipeline.
Response IR-4:

The contract cost to replace the lower 735 feet of pipeline under Cl# 28863 was $914,418.
Of this amount, |l was associated with the 550 feet of High Density Polyethylene
(HDPE) pipe at a cost of [/t .

The remaining amount of |l was associated with 185 feet of steel pipe at a cost of

i

The unit cost for the total project was $1,321. (Total project cost $971,013/735 ft of pipe)

The estimated contract and material costs (including contingencies) in this capital item to replace
the remaining 2750 feet of pipe is || | I at a cost of .

This unit price is lower than the unit price for the 550 feet of HDPE replaced under Cl# 28863

due to the following factors:

o lower unit prices for gravel and common fill

. lower unit cost to supply and install the HDPE pipe (This decrease is due to easier access
to the area in which the pipe is being replaced. Also, connecting to the current HDPE
pipe is an easier process than past connections to the woodstave pipe.

Date Filed: June 22, 2010 NSPI (UARB) IR-4 Page 1 of 2
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Cl # 33942 - Coon Pond Pipeline Replacement (NSUARB P-510)
NSPI Responses to UARB Information Requests

REDACTED

Response IR-4: (cont’d)

The unit cost for the total project is estimated to be $755/ft (Total estimate of the project
$2,075,549/ 2750ft of pipe).

Date Filed: June 22, 2010 NSPI (UARB) IR-4 Page 2 of 2
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Cl # 33942 - Coon Pond Pipeline Replacement (NSUARB P-510)
NSPI Responses to UARB Information Requests

NON-CONFIDENTIAL

Request IR-5:

Calculation of the Net Present Value CNPV"™") of the most economical option for the CI #
28863 project was based on the assumption that the remainder of the pipeline would be
replaced in 2017. This replacement is now planned for 2010. The updated economic
analysis completed for Cl #33942 shows that NPV of $605,634, which does not include the
already spent amount of $927,670 for the first 700 feet. Based on the above, please

elaborate on the Net Present Value of the project to replace the Coon Pond Pipeline.

Response IR-5:

The economic analysis for CI# 33942 did not take into account the sunk costs of $971,003 for
the first 735 feet of pipe replaced under CI #28863. It is not possible to include sunk costs for

items that have occurred in the past in a forward looking economic analysis that begins in 2010.

The original economic analysis completed for CI#28863 in 2007 has been adjusted to factor in
the current assumptions used for CI#33942. The revised economic analysis includes the
$971,003 spent under CI#28868, the estimated capital cost of $2,075,549 to replace the
remaining pipe in 2010 and incremental capital spending in years 2012, 2014 and 2015.

The results indicate that replacing the lower section of pipe in 2007 followed by replacement of
the remaining 2,750 feet of pipe in 2010 is the most cost effective option. The Net Present Value

of this option is $481,421.

Please refer to Attachment 1.

Date Filed: June 22, 2010 NSPI (UARB) IR-5 Page 1 of 1
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nav mm: COON POND PIPELINE REPLACEMENT
Summary of Alternatives

An Emera Company

Budget Year : 2010| Date : 21-Jun-10
Division : POWER PRODUCTION Cl Number: 33942
Department : HYDRO PRODUCTION Project No. :
Originator : POWER PRODUCTION
After Tax

Alternative WACC |PV of EVA/NPV| Rank IRR Disc Pay
A |REPLACE LOWER 700 FEET IN 2007, REMAINDER 2010 6.66% 481,421 1 8.42% | 25.6 years
B |REPLACE ENTIRE PIPELINE IN 2008 6.66% 14,580 2 6.70% | 25.9 years
C |REMOVE PIPELINE IN 2008 6.66% -4,710,528 3 #DIV/0! 0.0 years
D

Recommendation :

Notes/Comments :

Replace Lower Section in 2007 and Remainder in 2010

This option includes the actual cost of $971,003 for replacement of the lower section of pipe in 2007 and estimated capital cost of
$2,075,548 for replacement of the upper section of pipe in 2010. The remaining assumptions are consistent with those filed under Ci
33942,

Replace Entire Pipe in 2008
This option includes the a cost of $971,003 for replacement of the lower section of pipe in 2008, and estimated capital cost of $2,075,548
for replacement of the upper section of pipe in 2008 as well. The remaining assumptions are consistent with those filed under Cl 33942,

Remove Pipeline in 2008
Assumptions include site remediation costs and replacement energy costs to replace 3,720 MWh/year.

EAM2007 COON POND PIPELINE REPLACEMENT Revised 2010 Assumptions Final.xls 6/21/2010
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