
The Alliance of Nova Scotia SawlnillersOpeningStatell1ent

Mr. Chair, Melnbersof the Board, thank you for opportunity to provide this Opening
Statement. .. The ANSS is a group of sawmillers in the province of Nova Scotia with an
interestin the developmentofbion1ass cOlnbinedheat and power projects. We will only
be ableto undertake such aproject,however,ifthe rate set in this hearing warrants the
investment. We agree with Synapse that the goal should be to set arate that will
encourage a reasonable level of development activity.

We therefore approached the COMFITrate setting process by asking the question, how
will we know if the rate proposed bythe DARB consultants is a rate that will allow us to
construct a project?

To answerthisquestion,we needed to detenninewhat the cost ofgenerating electricity
would be ata plant that would reasonably match the scale ofoperations of a typical
sawmill in Nova Scotia, We secured expertise in two key areasof engineering and
project finance. The experts we selected both havesubstantial experience in dealing with
biolnasspower projects,which is a niche technologycla-ss thatdiffers·from.conventional
generators.

To understand key operating parameters of thepower plant such as capital cost, O&M
costs, fuel requirements and energy production we cOffilnissioned ESI Tennessee to
perfonn an engineering study for a small CHP plant.ESI has extensive and focused
experience withstemn and power projects and particularly biolnass projects. This study
is the foundation for the ANSS COMFIT analysis.

The other critical element in determining the cost of generating electricity is determining
thetenns underwhich the project is likely to be financed. The ANSS retained Mr. Jeff
Bodington, based largely onhis extensive experience with financing biomass power
projects. Mr. Bodington was asked to take into consideration all of the variables for a
small CHP plant in the 2MW range and to determine what the terms of financing would
be.

Capital Cost

TheANSSworkhas demonstrated two areasof substantial difference between our
estilnate of the COMFIT rate and theSynapseestimate, These areas are the capital cost
estimateand the terms of financing for the project. ESI has estimated that the capital cost
required to construct a plant in thelA MW range is$6.56million/MWwhile Synpase
has estimatedthatthe cost is $3.77 milliorJMW for a 2,05 tv1W plant

ESI believes the source oferror andresultantJowcapital cost estimate stemsfroln
acquiring individual price quotations for Inajor equipment and not adequately accounting
for balance ofplant construction costs to actually integrate and build the facility. In
contrast, EST's estilnate complete estimate that provides a fully operational "turnkey"
power plant.



allocation,·· as capital and fuel costs .are typically shared.
may he debatable, the sharing should not be.

proportion of

4. BoilerEfficiency -' Synapsehas overestimated boiler efficiencyat80%l in its analysis,
where ESlhas estilTIated the boiler efficiency at 69%

•

5. Other O&M Expenses - Synapse does not appear to include operating expenses such
as the cost otwater, water treatment chemicals, ash disposal and other O&M expenses.
These are included inthe·ESI O&M·cost estimate.

I've included in the hardcopy of thisdoculnent a table which SUlTIlnarizes the Inain
differences between the Synapse tariffassulnptions and the tariff assumptions.

Table 1I11t1·A1I"',nn'~A~ BetweenANSS.and.Synapse
...

Differences·Between ANSS and Syna pse

Item ANSS Synapse
Capital Cost ($/MW) $6.56 million $3.77 million
Equity Assumption* 100% at 17.5% 40% at 13%
Debt Assumption 0% 60% at 9.5%
Labour ($!yr) $194,780 $50,000
Parasitic Power (%) 14% 0
Extraction Steam··Cost Allocation Shared· 50/50 100% to heat user
Boiler Efficiency (%) 69% 80%

Other O&M ($/yr) $127,264 $0.00

* 13% if a reopener or FAM is used forfuel

The capital cost and financing assulnptions by a large Inargin create the biggest
difference betweentheANSS rate and the Synapse rate. However, parasitic power
consulnption~ labour estimates and the other differences have a cumulative effecfthat is
significantas well. TheANSS sought to deten11ine an accurate cost of generating
electricity from a slnallscalebiomassCHP plant such that a COlv1FIT ratecould be
established to facilitate the constructionof these plants. Based on the expert evidence
that wehave filed and the analysis that has been perfonned, we are very confident thai
we have provided strongand reputableinfonnation to assist the Board in Inaking its
decision for the biomass CHP COMFIT rate.

Thank yOU.


