LEI Semi-Annual Regional Market Update and 10-year Energy Price Forecast

-Alberta-

Table of contents

1 MARKET OVERVIEW AND RECENT DEVELOPMENTS 1

2 MODELING ASSUMPTIONS 4
2.1 MARKET TOPOLOGY ...veeuietreieriessessesreeseessessessessessessessssssessessessessessesssssssssessessessessessessssssessessassessessessessssssessenses 4
2.2 FUEL PRICE PROJECTIONS.......utttieittieieetteeeeeuteeeessseeessesseesssssessssssssssansssesssssessssssssesasseessssssesssssssessssssessnsesessnns 5
2.3 EMISSIONS COSTS ....eccveeeteeriereerreertesseesseesseeseessesssesssesseesseessesssasssesssssseessesssesssesssasssessessessesssesssssssessesssesssesses 5
24  COST OF GENERIC NEW ENTRY . .6
2.5 IMPORT AND EXPORT FLOWS ......ccueitieitiesteeteeeesseesseesseesseesseessesssessesssesssesssssssesssessesssesssesssesssessssssssssesssessassnes 6
2.6 DEMAND AND SUPPLY ...ueeuveteieiestisresseesestessessessessessessssssessessessessessessesssessessessessessessssssessessessessessessessssssessenses 7

3 10-YEAR PRICE FORECAST 11
3.1  ENERGY MARKET PRICES......cc0ccctteteettesteesteesseesessesseesseesseessesssesssesssessssssssssesssesssssssessssssssssesssesssessessssssssssens 11
3.2 IMPLIED MARKET HEAT RATE .....oectteteetterteestersesteseesseesssesseansesnsesssesssessesssesssessesnsesssesseesseensesnsessenssessesnsens 12

APPENDIX: OVERVIEW OF FORECASTING METHODOLOGY 13

List of figures

FIGURE 1. INSTALLED CAPACITY (LEFT) AND GENERATION (RIGHT) BY TECHNOLOGY TYPE, 2010.......cccccevvrueunnnne 1
FIGURE 2. INSTALLED CAPACITY (LEFT) AND GENERATION (RIGHT) BY MARKET PLAYER, 2010.......ccccccceueuiurnrnne. 2
FIGURE 3. REGIONAL TRANSMISSION INTERFACE LIMITS.......ccevtietteereeeireeeireeeiseeeireeeseesreessseessesssssessesssssessseessssesnnes 4
FIGURE 4. FOSSIL FUEL PRICE PROJECTIONS (NOMINAL US$/MMBTU) ......c.cutirirerinirieierererereittneneneseseesesereneeeeeneees 5
FIGURE 6. COST OF GENERIC NEW ENTRY ASSUMPTIONS, 20171 ....coviiuiieiiierieeriereeeeeee ettt eee et ereeereeveeaveeaneeseenrees 6
FIGURE 7. ANNUAL IMPORT AND EXPORT OUTCOMES........uuvtiieireeeeeiueeeeeitreeeeeiseeeeeisseeeeesseeeessseseeseseeessseseeessesssssseesns 7
FIGURE 8. EXPECTED NEW ENTRY .....ccviitieuteeteeereereeseeeeeseesseenseessessessseesessseessessesssssssesssssseensesssssssessesssssssesssssssesssessees 8
FIGURE 9. MODELED COAL RETIREMENTS .......uvvietteeteeeteeeiseeereeeseeeseeessesseesssesssessssesssessssesssessssessssssssesssesssssesnnes 8
FIGURE 10. REGION-WIDE DEMAND-SUPPLY BALANCE ......cuvtiiiiiuieeeiiiteeeeiteeeeeeiteeeeeiareeeeesseeeeesseeseeseeeeeesseseeesseeeenneeeens 9
FIGURE 11. INTERNAL RESERVE MARGINS .......cceierieriereereeteesseenseenseesseeseeseeeseesseesseesseesesssssssesseesseessesssssssesssessessseens 10
FIGURE 12. SUPPLY CURVE FOR ALBERTA, 20T5.....ciitiiitieetie et ettt ettt eeveeeeteeeeveeeaveeeveeeneeeaveeeaseesaseensneenes 10
FIGURE 13. FORECAST ENERGY MARKET PRICES, 2011 THROUGH 2020 (NOMINAL $/ MWH).....c.ccecvivirnrrniriennes 11
FIGURE 14. ESTIMATED IMPLIED MARKET HEAT RATES, 2011 THROUGH 2020.......c.ccorveeriereereereeereeereeereeeeereeereenneens 12
FIGURE 15. POOLMOD’S TWO-STAGE PROCESS.........veevieuteeteeeteeeteenseeseeesseesseeseeesessssesssessesssesssesssesssessssssssssssssessesnseons 13
London Economics International LLC ii contact:
390 Bay Street, Suite 1101 Neil Bush/Lutz Loegters
Toronto, ON, M5H 2Y2 416 643 6610

www.londoneconomics.com neil@londoneconomics.com




