May 14, 2009
A message from the Wilderness Tourism Association (WTA)
Here is an interesting piece about Run of River IPPs from our recreation colleague Ray Pillman. 

Begin forwarded message:


Now retired, in my professional engineering career I was responsible for the management, planning, design and construction of hydroelectric systems and projects in Canada and in many other countries. More recently I was the representative and spokesperson for the outdoor recreation sector in the long lasting negotiation of very large provincial Land and Resource Management Plans. I have taken the opportunity to apply this experience to study the Independent Power Producer (IPP) program and a number of the Run-of-the-River (RoR) hydro projects proposed by the IPPs.  Here in about 670 words are my findings. My purpose is not to make recommendations, but simply to make the facts and possible implications more widely available. Note that I have carefully avoided using technical language that could limit readability. If you need a reference please contact Mark Angelo. 604-432-8270, <Mark_Angelo@bcit.ca> .

Ray Pillman,  604-926-0077 


RUN-OF-THE-RIVER HYDRO   AND    IPPs
 
FACTS  AND  IMPLICATIONS

Run-of-the-River Hydro projects (RoRs) produce renewable energy, but when emissions during construction and in the manufacture of equipment, and the environmental and resource impacts are taken into account their overall greenness is reduced, in some cases substantially. 

Many of the projects proposed by Independent Power Producers’ (IPP’s) would produce much of their energy from snow and glacier melt in the summer months. This does not fit well with BC’s power needs, which are greatest in winter. The RoR generation would fit better with the demand pattern of Southwest US states. Nevertheless, there are a few, mostly small RoR sites on rivers fed by fall and winter rains that could match the province’s regional and local demands more closely.

All hydro development has a negative impact on the environment, which to a large extent is unavoidable, and it impacts also public recreation and the tourism and forest industries. At least one of the proposed large RoR projects has the potential to create a storage reservoir by flooding out a large, important Conservancy area. This would increase the value of the project many fold and would become irresistible in years to come. 

The energy produced by most proposed RoRs  would be more expensive than that produced by existing or proposed storage-based projects, as many RoR generating units would be idle or running at part load many months of the year. 

The cost of IPP developed projects will be substantially higher than if they were developed by BC Hydro because; (a) as a Crown corporation BC Hydro can borrow the massive funds required at significantly lower interest rates, and (b)  IPPs must add higher contingency allowances to their project cost determinations, this because their chances of being selected in BC Hydro’s call for energy proposals are relatively low and they cannot afford to undertake as thorough site investigations as BC Hydro would in their rigorous selection process for the next site to be developed. 

Considering that the logical market for the high cost, mostly summer season RoR energy is in the Southwest US states, where the energy rates are already high, and that environmental costs of developing this power would be borne mostly by BC rather than by the US states and could still be considered quite green in their perspective, it is understandable that IPP proponents consider the RoR opportunity to be worth exploiting. That more than 600 potential sites have been staked by IPP hopefuls is proof of this.

In drawing conclusions it is appropriate to consider the economic benefits, the environmental costs and the economic cost to BC consumers of exploiting the export potential of IPP produced energy.  The environmental costs can be measured in terms of rivers, fish, wildlife, and biodiversity destroyed or damaged. They would be cumulative and they would be large. 

Economic benefits from developing RoR sites for export would be derived through increased employment and could be fairly significant. These would be realized mostly during the construction phase in relatively short time segments. Nearby communities would see benefits but most would go to mobile skilled construction labour from other areas. Some development profits and revenues may be reinvested in the province.

The economic cost would be long lasting and far reaching.  As IPPs expand the consolidation of firms would be inevitable and as their contribution to BC’s energy supply becomes  more and more essential their bargaining power would rise. The consolidated IPPs will be aware that there is a more profitable market in the US and could use their power to extract from BC Hydro rates approaching those available in the US and/or the opportunity to sell directly to US utilities. With the increasing addition of high cost IPP RoR energy and the gradual integration of BC and US markets the rise in our rates to the much higher US levels would become inevitable.

Whether the result described above would be considered good or bad depends on whether you believe BC’s electric energy resources should be developed in the interest of BC consumers or you believe that it is best to let the market decide who the beneficiaries should be.  

Ray Pillman, P Eng. (Ret)

