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Ontario Power Generation Inc.
Explanafion of Calculation of Levelized Unit Energy Costs

At the November 2009 Board of Director's meeting, additionai details were requested with
respect to the Levelized Unit Energy Cost (LUEC) for the Darlington refurbishment project.
The following documents provide:

1. A brief explanation of Levelized Unit Energy Casts.

2. Aprintout of a simplified version of the spreadsheet used to develop the estimated
LUEC forecast for the Darlington refurbishment project.

3. Charts showing the LUEC probability distribution curve and a sensitivity analysis.
Explanation of Levelized Unit Energy Cost
The following is a brief explanation of LUEC:

« LUEC is an economic measure, often used as a screening tool to facilitate consistent
cost comparison across generation options with different lives and cost characteristics.

+ LUEC is generally expressed in today’s dollars, and is a constant number that changes
over time at the rate of inflation.

» LUEC is the electricity price (in ¢/kWh or $/MWh) that is required for an option to achieve
the target rate of return (Weighted Average Cost of Capital) given the assumed option
service life, operating pattern and incremental cost profife.

» For the purposes of economic comparisons, ‘Geing Forward” (excluding sunk costs)
LUECs are typically used.

Price (LUEC) x Volume (ENERGY) = ALL COSTS OF AN OPTION
ON A PRESENT VALUE BASIS

LUEC Calculation for Darlington Refurbishment

The attached spreadsheet that provides summary level information underlying the calculation
of LUEC for the Darlington refurbishment project. The spreadsheet is populated with a very
high level summary of the cost flows for the refurbishment project, as well as the operational
costs in the post-refurbishment period. The cost flows begin at the start of the refurbishment
project and continue to the end of Darlington’s service life post-refurbishment in 2054, when
the last unit is expected to be removed from service. The LUEC represented here is g
measure of the LUEC of the “second life” of Darlington. For readability, the cost flows are
shown only to 2026. The actual model used to calculate the LUECS for OPG's various
generation projects, including the Darlington refurbishment, are much more detailed than the
one provided. '

The example provided shows only the “point estimate” of the LUEC. In order to generate a
probability distribution of the LUEC outcomes, OPG utilizes range estimates and probability
distributions for all inputs and apply Monte Carlo simulation techniques to develop the overall
probability distribution for LUEC. Also attached to this document, is a probability distribution
curve which resulted from the Monte Carlo simulation analysis, as well as the “Tornado”
diagram, which is used fo provide information on the sensitivity of the LUEC resuits to
uncertainty of inputs or groups of inputs.
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