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British Columbia Hydro and Power Authority (BC Hydro)  
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BC Hydro hereby applies to the BCUC to suspend the Retail Access Program. A draft 
Order is attached at Appendix A. This application is further to earlier BC Hydro 
correspondence on this topic dated February 1, 2011 and May 20, 2011, attached at 
Appendices B and C. BC Hydro seeks the relief requested herein pursuant to the 
Utilities Commission Act, sections 58-61. 
 
As indicated would happen in the earlier correspondence, BC Hydro has undertaken a 
review of its Retail Access Program, including customer consultation. In consequence of 
that review, BC Hydro has concluded that the Retail Access Program is fundamentally 
flawed; that remedying those flaws is inappropriate at this time; and that the preferred 
course of action is to suspend the program. Note that no customer is now or has ever 
been a participant in the Retail Access Program. 
 
At Appendix D is a November 21, 2011 letter from the Honourable Rich Coleman, 
Minister of Energy and Mines, to Mr. Dan Doyle, Chair of BC Hydro’s Board of Directors 
(Minister’s Letter). The Minister’s Letter indicates the Province’s support for 
BC Hydro’s application, pending a review of industrial electricity policy over the next two 
years. 
 
The balance of this application provides: 
 
1. background to the Retail Access Program; 

2. a description of the Program by reference to the application in which its initial 
approval was sought, and the tariff documents that constitute it; 

3. an explanation of the fundamental deficiencies in the Program, and why suspending 
it is the preferred course of action; and  
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4. a proposal regarding the review process for this application. 

1. Background 

Retail access refers, generically, to the ability of a customer of a utility to take some or 
all of its electricity supply from competitive third-party service providers.1 Retail access 
was, in this generic sense, a dominant electricity policy issue in British Columbia through 
most of the 1990s and the early part of the last decade, being the subject or driving 
force, in whole or part, of at least ten different proceedings.2 
 
At a high-level, the policy debate regarding retail access was, and remains, the extent to 
which costs and benefits of retail access, and the associated risks, ought to be allocated 
between those customers who take some or all of their service to market (participating 
customers) and those who remain with a bundled utility service provider 
(non-participating customers). From a non-participant’s perspective, retail access, in this 
generic sense, has the potential to provide long term benefits through the deferral of 
infrastructure investments, even though there may be short-term costs arising from 
lower revenue from participants. From the perspective of participating customers, retail 
access may be attractive when market or third-party supplies of electricity service are 
available at rates lower than embedded cost rates of the utility, with the potential for 
accompanying market price, volume and supply risk. In the 1990s it was thought that 
market prices would be less than BC Hydro’s embedded cost rates, in the context of the 
then-evolving wholesale markets; it is currently true of BC Hydro rates in a limited 
number of circumstances; and it may in the future be true for BC Hydro rates in a 
broader range of circumstances than is currently the case.  
 
Consideration by BC Hydro of these issues early in 2011, within the context of the 
existing Program and for the first time since the Program was initiated, suggested that 
the Program was unbalanced in favour of participants in current market circumstances, 
and led to the informal suspension of the Program on February 1, 2011 (Attachment B).3 

                                                
1  Retail access is different than “open access”. The latter refers to a type of wholesale 

transmission service characterized by tariffs available on a non-discriminatory basis. 
However, open access wholesale transmission service is, generally, a condition of retail 
access. 

2  British Columbia Electricity Market Review (1995); BC Hydro’s Wholesale Transmission 
Service proceedings (1996 and 1998); BC Hydro’s Real Time Pricing application (1996); 
British Columbia Task Force on Market Reform (1998); West Kootenay Power’s Transmission 
Access and Access Principles proceedings (1999); BC Hydro’s Application for Access 
Principles for Public, Municipal and Other Utilities (2000); the Task Force and Interim Report 
regarding Strategic Considerations for a New British Columbia Energy Policy (2001); and the 
Heritage Contract Enquiry (2003). 

3  Consideration by BC Hydro earlier this year of the allocation of costs and benefits under the 
Retail Access Program was the basis of the current, informal suspension, but is not the basis 
of this application, as explained in section 3 below. 
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Appendix E to this application provides summary information regarding potential costs, 
benefits and risks of retail access and the Retail Access Program. 
 
The Retail Access Program that is the subject of this application had its genesis in the 
2002 Energy Plan. Policy action number 14 of the 2002 Energy Plan states as follows: 
 

Under new rate structures, large electricity consumers will be able to 
choose a supplier other than the local distributor. 
 

The 2002 Energy Plan had four cornerstones, or high-level objectives, namely “low 
electricity rates and public ownership of British Columbia”; “secure, reliable supply”; 
“more private sector opportunities”; and “environmental responsibility and no nuclear 
power sources”. Policy action number 14 regarding retail access was established to 
serve the objective of increased private sector involvement in provincial energy supply.4 
 
Subsequently, retail access was included in the scope of the Heritage Contract Enquiry, 
conducted by the BCUC between April and October 2003.5 The Terms of Reference to 
the Heritage Contract Enquiry required the BCUC to make recommendations to the 
Province relating to the terms and conditions of retail access for transmission voltage 
customers, including the “principles… under which large industrial or transmission rate 
customers wishing to obtain generation from alternate suppliers may decline to obtain 
service from BC Hydro or may apply to obtain service from BC Hydro thereafter”.6 
 
The only recommendation made by the BCUC in regard to retail access in the Heritage 
Contract Report was that BC Hydro should file an application encompassing retail 
access and industrial stepped rates within 30 days of the BCUC’s approval of a new 
Open Access Transmission Tariff (OATT) for the British Columbia Transmission 
Corporation (BCTC).7 There was no Provincial direction in response to this 
recommendation,8 and in the end the application contemplated by the BCUC in the 
Heritage Contract Report – the Transmission Service Rate (TSR) Application – was filed 
by BC Hydro in March 2005. 
 
The TSR Application was primarily in regard to the TSR stepped rate. However, its 
scope encompassed a number of other transmission-voltage rates and services, 
including the then-proposed Retail Access Program. The TSR Application, including the 
                                                
4  Energy For Our Future: A Plan for BC (November 2002), page 30, extract at Attachment F. 
5  In The Matter of British Columbia Hydro and Power Authority and An Inquiry Into A Heritage 

Contract for British Columbia Hydro and Power Authority’s Existing Generation Resources 
and Regarding Stepped Rates and Transmission Access – Report and Recommendations 
(October 17, 2003, Heritage Contract Report), extracts at Attachment G. 

6  Appendix A to Heritage Contract Report, Attachment G. 
7  Heritage Contract Report, recommendation number 25, page 80, Attachment G. 
8  Heritage Special Direction No. HC2 was issued in November 2003, in response to the 

Heritage Contract Report, and prescribed most of the high-level rate design parameters of the 
Transmission Service Rate (TSR) stepped rate, but said nothing about retail access. 
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Retail Access Program proposal, was resolved after one round of information requests 
and a negotiated settlement, and the settlement agreement was later approved by 
BCUC Order No. G-79-05. The BCUC made no determinations regarding the Retail 
Access Program in the Reasons for Decision accompanying Order No. G-79-05, and the 
only outstanding issue regarding retail access arising from the proceeding was whether 
transmission voltage customers could, quite aside from the Retail Access Program, take 
part of their load to markets.9 The TSR settlement agreement also required a three-year 
evaluation by the BCUC of the rates and services that arose from the TSR Application, 
by the end of 2009.10 
 
On December 31, 2009,11 the BCUC submitted its three-year report to the Province 
regarding the TSR program, including the Retail Access Program.12 In the Executive 
Summary, the BCUC noted that: 
 

The TSR has not facilitated retail access from other electricity 
suppliers because BC Hydro is the lowest cost electricity provider and 
sourcing from other suppliers increases a firm’s transaction costs and 
supply risk. 
 

Although BC Hydro’s most recent Shareholder’s Letter of Expectations, issued in early 
2011, includes the following statement: 
 

“… the Shareholder directs BC Hydro to take the following specific 
actions: … continue to plan, operate and maintain the transmission 
system in order to: … continue to enhance open access transmission 
tariffs that promote private sector opportunities in wholesale electricity 
supply and facilitate direct purchase of electricity by large users, subject 
to the approval of the BCUC”13  
 

there has been little indication of continued support for retail access at the provincial 
policy level since the 2002 Energy Plan. Retail access is not mentioned in the 2007 

                                                
9  Paragraph 6.c of negotiated settlement agreement, Appendix B to Order No. G-79-05. 
10  Paragraph 10 of negotiated settlement agreement, Appendix B to Order No. G-79-05. 
11  After the settlement of the TSR Application in 2005, and before the Commission’s 2009 TSR 

Report, retail access came before the Commission again in the December 2005 Transmission 
Service Outstanding Matters Application, by BC Hydro, for the purpose of clarifying that 
customers could take part of their load to market. 

12  British Columbia Utilities Commission Report to Government on the British Columbia Hydro 
and Power Authority Transmission Service Rate Program (December 31, 2009, 2009 TSR 
Report, extracts at Attachment H). The 2009 TSR Report was the conclusion of a proceeding 
that was initiated by a September 30, 2009, report by BC Hydro; information requests on 
BC Hydro’s report, and submissions by various parties. 

13  The quoted sentence is at page 4 of the 2010/11 Shareholder’s Letter of Expectations, 
extracts at Attachment I. 
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Energy Plan;14 is not listed as one of the “government’s energy objectives” in the 2008 
amendments to the Utilities Commission Act;15 and is not one of “British Columbia’s 
energy objectives” in the Clean Energy Act.16 
 
The Minister’s Letter, issued on November 21, 2011, makes it apparent that provincial 
policy regarding retail access is now uncertain, and will be the subject, in part, of a 
comprehensive industrial electricity policy review by government. 
 

2. Description of Retail Access Program 

Retail Access Program in the TSR Application 
 
The Retail Access Program is described at pages 1-36 to 1-43, and page 1-47, of the 
TSR Application, which are attached as Appendix J. The key elements, as described in 
the TSR Application, are as follows: 
 
 A participating retail access customer must provide a schedule of energy deliveries 

from a third–party supplier (page 1-39, lines 24-25; page 1-40, lines 13-14). 

 A participating customer continues to be supplied by BC Hydro (page 1-38, 
lines 17-18), and continues to pay its applicable demand charges (page 1-39, 
lines 4-6), but is invoiced for its metered load less the energy scheduled for delivery 
by the third party supplier/participating customer,17 with an adjustment for losses 
(page 1-38, lines 24-26; page 1-41, lines 20-23). 

 If actual energy deliveries differ from scheduled deliveries BC Hydro will absorb or 
make–up the difference in real time, but a participating customer must then pay a 
charge, or receive a credit, equal to the product of the difference and an “imbalance” 
rate (page 1-38, lines 19-23). 

 Energy from a third-party retail supplier/participating customer is treated by 
BC Hydro as an “integrated network resource” (page 1-37, lines 23-24; page 1-38, 
lines 10-11 and 16-17). 

 A third-party retail supplier/participating customer “must pay for all network upgrade 
and interconnection costs necessary for it to supply energy to a retail access 
customer” (page 1-38, lines 11 to 13). 

 Supply or credit risk issues associated with the third party supply are “addressed 
between the customer and the supplier” (page 1-39, lines 2 to 3). 

                                                
14  The BC Energy Plan: A Vision for Clean Energy Leadership (February 2007). 
15  Utilities Commission Amendment Act, 2008, S.B.C. 2008, chapter 13, section 1. 
16  S.B.C. 2010, chapter 22, section 2. 
17  Which of the third party supplier or the participating customer bears the delivery obligation to 

BC Hydro is unclear. 
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 Participating customers are required to stay on the Retail Access Program for a 
minimum of three years, and must provide notice one year in advance of ending their 
use of the Program (page 1-43, lines 2 to 8). 

 Participating customers must provide notice to BC Hydro by February 15 of a given 
year, and must have signed a program agreement by March 15 of the year, to use 
the Retail Access Program for the period commencing on April 1 of the year 
(page 1-47, lines 5 to 7). 

Retail Access Tariff  
 
The specific relief sought by BC Hydro in the 2005 TSR Application in regard to the 
Retail Access Program was approval of the Retail Access Program Agreement – Tariff 
Supplement No. 71 (TS No. 71); Imbalance Charge for Retail Access – Rate 
Schedule 1890 (RS 1890); and certain retail access provisions in Transmission Service 
Stepped Rate – Rate Schedule 1823 (RS 1823). These three tariff documents are the 
cornerstones of the Retail Access Program and are attached for convenience, in their 
current form, at Appendices K, L and M, respectively. In addition, BC Hydro sought 
approval of related provisions in the Transmission Service Time of Use Rate Schedule 
1825 and the Customer Baseline Load Determination Guidelines - Tariff Supplement 
No. 74. These tariff documents are collectively referred to as the Retail Access Tariff.18 
 
The material elements of TS No. 71 are as follows: 
 
 The tariff supplement is in the form of an agreement between BC Hydro and the 

participating customer. The third party supplier is not expressly a party to the 
arrangement, despite the description of the Program in the TSR Application, where 
in some cases the third party supplier would seem to have obligations vis-a-vis 
BC Hydro.19 

 Section 1.2 states that TS No. 71 is supplemental to the ESA (Electricity Supply 
Agreement, Tariff Supplement No. 5), and that the ESA “shall govern the supply of 
Electricity to the Customer”, consistent with the program description in the TSR 
Application. 

 Section 2.1 states that TS No. 71 applies for a minimum three-year term, and that 
either BC Hydro or the customer may terminate with a one year notice period, 
consistent with the program description in the TSR Application. There is no express 
limitation on the right of either party to terminate, other than the notice period.  

 Section 3 provides for a list of third party suppliers that the participating customer 
has contracted with, and the point (Point of Receipt) at which a third party “has 
contracted to deliver Electricity into the BC Hydro system”. 

                                                
18  The specific relief BC Hydro seeks in this application encompasses the entirety of the Retail 

Access Tariff – Refer to draft Order at Attachment A. 
19  See for example page 1-37, lines 4-7; page 1-38, lines 10-13; page 1-38, lines 24-26; and 

page 1-41, lines 22-23. 
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 Section 4.1 provides for the provision of information by the customer regarding the 
third party’s delivery schedule (“Gross Scheduled Output”, Appendix 1 to TS No. 71) 
and Appendix 1 is the vehicle by which the participating customer provides 
information regarding the third party’s delivery schedule. 

 Section 4.2 prescribes limits on the third party’s delivery schedule. 

 Section 4.3 provides for the participating customer to substitute a new three-year 
delivery schedule for one previously provided, with one year’s notice. 

 Section 5 provides that the tariff supplement is subject to RS 1890, regarding 
“imbalance charges” – a term not defined or referred to anywhere else in the tariff 
supplement. 

RS 1890 provides as follows: 
 
 It is available to RS 1823 customers who have “entered into a Retail Access 

Program Agreement” – being those customers who have provided the information 
regarding a third party’s delivery schedule in the form of Appendix 1 to TS No. 71. 

 Participating customers are either charged, or credited, an amount that in summary 
terms equals the product of a rate (in cents/kWh) and the difference between the 
scheduled energy deliveries implied by the Appendix to TS No. 71 and metered 
energy deliveries at the Point of Receipt referred to in TS No. 71.20 

The provisions in RS 1823 regarding the Retail Access Program provide as follows: 

Energy 
Determination 
under Retail 
Access: 

If the Customer has entered into a Retail Access Program 
Agreement that is in effect, the quantity of Schedule 1823 
energy is defined as the total metered kW.h consumption 
of the Customer’s Plant less the Net Scheduled Output. 
The Net Scheduled Output is the Gross Scheduled Output 
adjusted by the Energy Loss Adjustment Factor of 
6.28 per cent. The Net Scheduled Output and Gross 
Scheduled Output are as defined in the Retail Access 
Program Agreement. If the Net Scheduled Output is 
greater than the total metered kW.h consumption of the 
Customer’s Plant, then the quantity of Schedule 1823 
energy is zero. 

 
The effect of this provision is to require BC Hydro to subtract from the amount of energy 
delivered to and metered at the customer’s facility (not the Point of Receipt), for the 
purpose of billing under the TSR stepped rate, the product of the scheduled energy 
deliveries implied by the Appendix to TS No. 71 and (1.0000-0.0628). The 6.28 per cent 

                                                
20  Both the scheduled deliveries and the actual deliveries are adjusted by the “Energy Loss 

Adjustment Factor”, set out in RS 1823 and definition section 1 of TS No. 71. 
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adjustment factor is ostensibly on account of the transmission line losses BC Hydro 
would incur between the Point of Receipt and the customer’s facility.21  
 
Unique Aspects of Retail Access Program: Undiminished Supply Obligation and 
Network Resource 
 
Two elements of the Retail Access Program are particularly noteworthy in the context of 
this application, namely that the third-party/participating customer supply is treated by 
BC Hydro as an “integrated network resource”,22 and that BC Hydro’s obligation to 
supply electricity service to participating customers is undiminished. These appear to be 
unique features of the Retail Access Program, relative to retail access in other 
jurisdictions. 
 
Regarding BC Hydro’s continued supply obligation, nothing in the program description in 
the TSR Application or in the Retail Access Tariff suggests that BC Hydro’s supply 
obligation to a participating customer is attenuated. Further, BC Hydro’s obligation to 
meet a participating customer’s specified contract demand under its ESA 23 with 
BC Hydro is not reduced by an amount equivalent to the customer’s third-party supply, 
nor is a participating customer relieved of the demand charges under the rate schedule 
applicable to it. Finally, section 1.2 of TS No. 71 provides that the ESA governs the 
supply of electricity to the customer. Accordingly, an issue potentially raised by this 
feature of the Program, but which is not the subject of this Application, is the degree to 
which non-participating customers might hope to benefit by the deferral of electricity 
system infrastructure, in light of an undiminished supply obligation by BC Hydro.24 
 
Implications of Treating Retail Access Energy as a Network Resource 
 
The treatment of third-party supply as an “integrated network resource” under the 
Program requires further background explanation, as it is this particular feature of the 
Program that raises the most difficulties, and in the main, causes BC Hydro to view the 
existing Program as fatally flawed. 
 
The OATT provides for two types of open-access, non-discriminatory wholesale 
transmission service: namely Point-to-Point service (referred to as PTP service, under 
Part II of the OATT) and Network Integration Transmission Service (referred to as NITS, 
under Part III of the OATT). Under PTP service, an OATT customer may reserve 
available transmission capacity, and schedule energy deliveries, on specified 
                                                
21  Page 1-42, lines 10-18, of the TSR Application, at Appendix M. Arguably, at least, the loss 

adjustment factor would seem to be inconsistent with the nature of the network resource 
designation, as described below. The 6.28 per cent loss adjustment is the same as that set 
out in Rate Schedule 10 ‒ Real Power Losses, in BC Hydro’s OATT. 

22  The receipt of energy by BC Hydro as an integrated network resource is described in the TSR 
Application, but not mentioned in the Retail Access Tariff. 

23  Electricity Supply Agreement, Tariff Supplement No. 5. 
24  Refer to Attachment E. 
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transmission paths. Under NITS, an OATT customer may designate a number of 
generation or supply side resources, and a number of loads, and serve its designated 
loads with its designated resources without specifying to the OATT service provider 
specific transmission paths. NITS often provides an efficient way for a utility to meet 
numerous load obligations from numerous resources. Currently, and when the TSR 
Application was filed, BC Hydro (in its capacity as a load-serving OATT customer) is a 
NITS customer of itself (in its capacity as an OATT service provider).25 
 
It seems clear that the reference in the TSR Application to “integrated network resource” 
is a reference to NITS service and the use of the participating customer/third party 
supply by BC Hydro as a Network Resource under the NITS provisions of the OATT. 
 
Network Resource is defined in the OATT26 as follows: 
 

1.26 Network Resource 
 
Any designated generating resource owned, purchased or leased by a 
Network Customer under the Network Integration Transmission Service 
Tariff. Network Resources do not include any resource, or any portion 
thereof, that is committed for sale to third parties or otherwise cannot be 
called upon to meet the Network Customer’s Network Load on a 
non-interruptible basis, except for purposes of fulfilling obligations under 
a reserve sharing program. 
 

Under the OATT, BC Hydro (in its capacity as an OATT customer) may only designate a 
retail access supply commitment from a participating customer or third party supplier as 
a Network Resource if: 
 
 An application is made on OASIS27 to designate the participating customer/third 

party supply as a Network Resource (section 30.2 of the OATT); 

 The application describes, among other things, identification of the control area from 
which the electricity will originate, and the transmission arrangements on the 
external transmission system (section 29.2(e) of the OATT); and 

 BC Hydro attests, when the application is made, that: 

(1) the network customer owns the resource, has committed to purchase 
generation pursuant to an executed contract, or has committed to 
purchase generation where execution of a contract is contingent upon the 

                                                
25  From June 23, 2005 when BCTC’s first OATT was approved, to July 5, 2010 when BCTC was 

integrated with BC Hydro, BC Hydro was a NITS customer of BCTC. Now BC Hydro is both a 
NITS customer, and the NITS service provider, under the OATT. 

26  Extracts from the OATT are attached at Attachment N. 
27  Open Access Same-time Information System, the system used by BC Hydro in its capacity as 

an OATT service provider to allow OATT customers to make transmission reservations. 
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availability of transmission service under Part III of the Tariff and (2) the 
Network Resources do not include any resources, or any portion thereof, 
that are committed for sale to non-designated third party load or 
otherwise cannot be called upon to meet the Network Customer’s 
Network Load on a non-interruptible basis.28 

 
Following the application for designation of the participating customer/third party supply 
as a Network Resource, BC Hydro (in its capacity as OATT service provider) would 
determine whether a system impact study is required and, if so, follow the study 
procedures prescribed by the OATT, including studies regarding any new facilities 
required to designate the new supply as a Network Resource (sections 29.2(h), 32 and 
32.1 of the OATT). 
 
Further, in Order 890,29 the Federal Energy Regulatory Commission (FERC) stated as 
follows: 
 

Network resources cannot be interrupted for economic reasons and third 
party transmission arrangements to deliver the resource to the network 
must be non-interruptible. 
 

FERC’s requirements that third party transmission arrangements to deliver a resource to 
the network must be non-interruptible means that firm transmission must be secured to 
the Point of Receipt by the participating customer or the third party supplier. 
 
A final issue regarding the designation of a participating customer/third party supply as a 
Network Resource for the purpose of the Retail Access Program arises from 
section 28.6 of the OATT, as follows: 
 

28.6 Restrictions on Use of Service 
 
The Network Customer shall not use Network Integration Transmission 
Service for: (i) sales of capacity and energy to non-designated loads; or 
(ii) direct or indirect provision of transmission service by the Network 
Customer to third parties. All Network Customers taking Network 
Integration Transmission Service shall use Point-To-Point Transmission 
Service under Part II of the Tariff for any Third-Party Sale which requires 
use of the Transmission Provider’s Transmission System. The 
Transmission Provider shall specify any appropriate charges and 
penalties and all related terms and conditions applicable in the event that 
a Network Customer uses Network Integration Transmission Service or 

                                                
28  Section 2 of BC Hydro’s OATT Business Practices regarding designation of Network 

Resources. 
29  February 16, 2007, at para. 1091. FERC Order 890 provided significantly more clarity on the 

designation of Network Resources under the NITS provisions of the pro forma OATT than had 
previously been the case; it was issued about two years after the TSR Application was filed. 
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secondary service pursuant to Section 28.4 to facilitate a wholesale sale 
that does not serve a Network Load. All related terms and conditions are 
specified in Attachment Q-2 and Tariff Supplement No. 3 of the 
Transmission Provider. 
 

In other words, section 28.6 prohibits the use by BC Hydro of NITS to indirectly provide 
transmission service to a participating customer or third party. 
 
In summary, the treatment of retail access energy under the Program as an “integrated 
network resource” implies significant restrictions on the type of third party supply that 
BC Hydro can accept, and its manner of dealing with such supply. 
 
Conclusions Regarding Description of Retail Access Program 
 
Bearing in mind that BC Hydro’s bundled-service supply obligations to a participating 
customer under the Program are not diminished, and bearing in mind the restrictions on 
the use of NITS to deliver retail access energy, it is apparent that under the Retail 
Access Program BC Hydro does not, and indeed may not, deliver a participating 
customer’s energy to the customer`s facility. Instead, under the Program, BC Hydro is 
simply receiving energy it would not otherwise have received, and paying for that 
energy, in effect, at the applicable bundled-service rate the participating customer is 
subject to.30 
 
Thus, it follows that the Retail Access Program is better understood as a supply side 
program, rather than a retail access program, in the generic sense of the expression. To 
BC Hydro’s knowledge, no other utility in North America buys wholesale energy, 
designates it as a Network Resource, integrates it with its other Network Resources to 
serve its bundled-load customers, and refers to the program as “retail access”. 

3. Flaws in the Retail Access Program and Reasons to Suspend 

The Retail Access Program is deficient in a number of ways, but is fatally flawed insofar 
as the Retail Access Tariff simply does not effect the Program as it is described in the 
TSR Application. 
 
Notably, TS No. 71 does not expressly impose any obligations on the participating 
customer, BC Hydro or the third party supplier; nor does it expressly grant any party any 
rights. In particular, neither the participating customer nor the third party are obliged to 
deliver energy to BC Hydro; BC Hydro is not obliged to receive any delivered energy; 

                                                
30  There are no payment provisions per se in the Retail Access Tariff in regard to the third party 

supply, despite the requirement that BC Hydro take title as a condition of Network Resource 
designation. However, because the customer’s RS 1823 metered energy volumes are 
reduced by scheduled retail access volumes, the customers gets a credit equal to the product 
of the scheduled energy and the applicable RS 1823 rate. 
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and nothing is said regarding the transfer of title to any electricity that might be 
delivered. 
 
Further, TS No. 71 does not refer to, or align with, the provisions of the OATT that 
govern BC Hydro’s ability to designate any delivered energy as a Network Resource – 
the basis upon which BC Hydro would deliver any energy it would receive, according to 
the Program description in the TSR Application. That is, the tariff supplement does not 
require energy to be delivered firm, on firm transmission; nor does it account for the 
studies and reinforcement costs that may have to be incurred by BC Hydro, in its 
capacity as a NITS customer, as a pre-condition to designating any retail access energy 
deliveries as a Network Resource; nor does it account for the time it will take to 
undertake such studies and effect a Network Resource designation; and nor does it 
require title of the electricity to pass to BC Hydro. 
 
Assuming the objective was simply to effect the Retail Access Program as it was 
described in the TSR Application, without addressing the inherent allocation of costs, 
benefits and risks between participants and non-participants, or any other issues, the 
Retail Access Tariff would have to provide for the following: 
 
 The participating customer would be obliged to deliver energy in accordance with the 

energy delivery schedule it provides. 

 BC Hydro would be obliged to receive energy in accordance with the schedule 
provided, subject to the designation of the customer’s energy delivery obligation as a 
Network Resource under the NITS provisions of the OATT, including: 

o the customer’s obligation to deliver firm energy to the Point of Receipt;31 

o the customer’s reservation of firm transmission capacity to the Point of Receipt, 
on account of its firm delivery obligation; 

o the transfer of title to the energy to BC Hydro at the Point of Receipt, upon 
delivery; 

 The participating customer would be responsible for all study and system/facility 
upgrade costs required for BC Hydro to designate the participating customer/third 
party supply as a Network Resource. 

 Participation in the Retail Access Program would be conditional, in all cases, upon 
the completion of necessary studies and upgrades, and the Network Resource 
designation. 

BC Hydro might have been prepared to develop the tariff documents necessary to effect 
the Program as was originally envisioned, and the application in support, but for four 
reasons. First, effecting the necessary changes to the Retail Access Tariff is not a 
matter of simply amending it. Effecting the necessary changes would require a 
                                                
31  “Point of Receipt” is defined in TS No. 71 as “the point at which a Third Party Retail Supplier 

has contracted to deliver Electricity into the BC Hydro transmission system”. “Point of Receipt” 
is also defined in the OATT, but in the context of PTP service only. 
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completely new set of tariff documents that are consistent with the central element of the 
scheme, namely the acceptance of the retail access energy as a Network Resource, 
and its delivery by BC Hydro to its Network Loads (not the customer), under the NITS 
provisions of the OATT. BC Hydro expects that the Program, properly effected, would 
look more clearly like the energy purchase arrangement it actually seems to be. 
 
The second reason is that in BC Hydro’s view, the requirement for firm energy deliveries 
and associated firm transmission reservations required by the OATT effectively means 
that no customers will partake of the Program. That is because there is virtually no 
wholesale electricity market in British Columbia; market prices in Alberta are frequently 
higher than the Tier 2 energy rate under RS 1823; and between British Columbia and 
the wholesale electricity markets in the United States, where market prices are lower 
than Tier 2 rates, there is a constrained transmission path that precludes economic 
deliveries of market energy on a firm basis. That is, to avail themselves of market 
opportunities outside of B.C. to displace BC Hydro service under the Retail Access 
Program participating customers would be obliged to pay for system upgrades 
necessary to allow them to make the firm energy and transmission commitments 
required by the Program, and the cost of such upgrades far outweighs any potential 
benefits. BC Hydro’s views on the unlikeliness of this occurring were confirmed in 
stakeholder consultation sessions it held in the summer of 2011.32 
 
The third reason BC Hydro does not support the development and review of retail 
access tariff documents that would effect the Retail Access Program is the Minister’s 
Letter attached at Appendix D. The Province supports BC Hydro’s desire to suspend the 
Retail Access Program, and this is a relevant factor. Of greater import, however, is the 
reference to the pending review of industrial rate policy, and policy direction, which 
renders any further work on the Program, at this time, of uncertain value. 
 
A final consideration, in BC Hydro`s view, is that an application to put the Retail Access 
Program on a workable tariff-based footing is likely to bring to the fore the degree to 
which costs, benefits and risks are allocated under the Program between participants 
and non-participants.33 That is, even if BC Hydro were to simply apply for approval of 
tariff documents that effected the Program as described in the TSR Application, it doubts 
that participants in any such proceeding would be content with the status quo regarding 
that allocation. Indeed, the appropriateness of the status quo was BC Hydro`s initial 
concern, when it informally suspended the Program earlier this year.34 Revisiting that 
issue will not be a trivial matter.35 
 
                                                
32  A summary of BC Hydro’s recent consultation efforts in regard to the Retail Access Program 

is provided in Attachment O. 
33  The subject, in part, of Attachment E. 
34  Refer to Attachment B. 
35  Another issue which would likely make any hearing into a retail access application a 

significant matter is the problem of defining any different provisions for third party generators, 
marketers, and customer-owned generation. 
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Taken together, the considerable effort required to properly effect the Program; the 
unlikelihood of customers availing themselves of the Retail Access Program in the 
current circumstances; the possibility of pending government action on the topic; and the 
fact that any application to effect the Retail Access Program is likely to be non-trivial; 
suggests that any effort BC Hydro puts into developing a new or revised Retail Access 
Tariff at this time is likely to be a wasted effort. In the current cost-constraint 
environment, such efforts are unacceptable. 
 
Nevertheless, BC Hydro acknowledges that retail access, in the generic sense, is likely 
to have appeal to customers, at least so long as embedded cost rates are perceived to 
be rising at a higher rate than market prices (Appendix E). Accordingly, BC Hydro 
proposes that it file a status report on retail access with the BCUC no later than the end 
of 2012. The report would outline any provincial energy policy developments that bear 
on retail access and BC Hydro’s anticipated response to such developments. The draft 
Order appended to this application addresses this proposed report (Appendix A). 

4. Process 

BC Hydro has copied this application to the customers and entities noted below, and 
proposes the following process order: 
 
 parties copied on this application be invited to provide their preliminary comments on 

the merits of this application, and their views on any necessary further process, to 
the BCUC, by January 16, 2012; and 

 BC Hydro to respond by January 23, 2012. 

Following the receipt of submissions, the BCUC would be in a position to either grant the 
relief requested, or establish such process as it thought necessary or desirable. 
 
For further information, please contact Sylvia von Minden at 604-453-9244 or by e-mail 
at bchydroregulatorygroup@bchydro.com. 
 
Yours sincerely, 
 
 
 
 

(for) Janet Fraser 
Chief Regulatory Officer 
 
jm/rh 
 
Enclosure 
 

…15/ 
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Copy to: Transmission Service Rate Customers 
 BCSEA 

Attention: William Andrews 
wjandrews@shaw.ca 

BCOAPO 
Attention: Leigha Worth 
lworth@bcpiac.com 

 CEBC 
Attention: David Austin 
daustin@securitieslaw.bc.ca 

CEC 
Attention: Christopher P. Weafer 
cweafer@owenbird.com 

 COPE 
Attention: Lori Winstanley 
lwinstanley@cope378.ca 

 

 Attendees to the August 25, 2011 Workshop: 
 Bull Housser & Tupper LLP 

Attention: Brian Wallace 
rbw@bht.com 

AMPC 
Attention: Richard Stout 
roninconsult@live.com 

 Morgan Stanley Capital Group 
Attention: Lisa Cherkas 
lisa.cherkas@morganstanley.com 

Morgan Stanley Capital Group 
Attention: Vina Yin 
vina.yin@morganstanley.com 

 FortisBC Inc. 
Attention: Sarah Wagner 
electricity.regulatory.affairs@fortisbc.com 

TransAlta 
Attention: Lance Henderson 
lance_henderson@transalta.com 

 Willis Energy Services Ltd 
Attention: Paul Willis 
pwillis@willisenergy.com 

Pacific Western Energy Inc. 
Attention: David Newlands 
dnewlands@telus.net 

 Commercial Energy Consumers 
Attention: David Craig 
dwcraig@allstream.net 

TransCanada 
Attention: Chris Best 
chris_best@transcanada.com 

 BCUC 
Attention: Doug Chong 
doug.chong@bcuc.com 

BCUC 
Attention: Alison Richter 
alison.richter@bcuc.com 

  
Attention: George Isherwood 
george.isherwood@shaw.ca 
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Draft Order 

 
 



SIXTH FLOOR, 900 HOWE STREET, BOX 250 
VANCOUVER, BC  V6Z 2N3   CANADA 

web site: http://www.bcuc.com 

 

TELEPHONE:  (604)  660-4700 
BC TOLL FREE:  1-800-663-1385 

FACSIMILE:  (604)  660-1102 

 

 

 
BRITISH COLUMBIA  

UTIL IT IES COMMISSION  
 
 
 ORDER  
 NUMBER  G-    
 

 
IN THE MATTER OF 

the Utilities Commission Act, R.S.B.C. 1996, Chapter 473 
 

and 
 

Application by British Columbia Hydro and Power Authority (BC Hydro) 
regarding the Retail Access Program 

 

BEFORE:                            

                          , 20   
 

ORDER 
 

WHEREAS: 

A. BC Hydro filed an application in March 2005 regarding, among other things, its Retail Access Program; 

B. The Retail Access Program was approved by BCUC Order No. G 79 05 and is reflected in the following 
BC Hydro tariff documents: 

 Tariff Supplement No. 71; 

 Rate Schedule 1890; 

 certain Retail Access Program provisions in: 

o Rate Schedule 1823; 

o Rate Schedule 1825; 

o Tariff Supplement No. 74; 

collectively referred to as the Retail Access Tariff; 

C. On December 23, 2011 BC Hydro filed an application seeking to suspend the Retail Access Tariff (the 
Application); the application was copied to BC Hydro’s transmission service rate customers; BCOAPO, 
AMPC, CEC, BCSEA, CEBC, COPE, Morgan Stanley, TransCanada and FortisBC; 

D. The Application states, among other things, that; 
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BRITISH COLUMBIA  

UTIL IT IES COMMISSION  
 
 
 ORDER  
 NUMBER  G-    
 

 the Retail Access Tariff was intended to, but does not, effect the Retail Access Program; 

 amending the Retail Access Tariff so that it does effect the Retail Access Program is not trivial; 

 a hearing into an application into a Retail Access Tariff that did effect the Retail Access Program would 
not be trivial; 

 there is little likelihood that customers would avail themselves of the Retail Access Program, even if it 
was effected by a properly crafted Retail Access Tariff; 

 the Province has indicated its support for the suspension of the Retail Access Program, pending a review 
of industrial rate policy; 

E. [further recitals re. process] 

 
NOW THEREFORE the Commission orders as follows: 

1. The Retail Access Tariff is suspended; 

2. BC Hydro shall in due course file with the Commission copies of Rate Schedule 1823, Rate Schedule 1825 
and Tariff Supplement No. 74 reflecting paragraph 1. above; 

3. BC Hydro shall, on or before December 31, 2012, file a report with the Commission, copied to participants 
in this proceeding, that addresses any provincial energy policy developments that bear on retail access, as 
that expression is used in the Application. 

 
DATED at the City of Vancouver, in the Province of British Columbia, this         day of                  , 20  . 

 BY ORDER 
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B 

BC Hydro’s Letter to Customers 
(February 1, 2011) 

 
 



BGhgdro CD 
FOR GENERATIONS 

1 February 2011 

Attention: Distribution 

Via email 

Re: Retail Access Program Agreement (Tariff Supplement No. 71 ) and 
Rate Schedule 1890 (Transmission Service - Energy Imbalance) 

As you may be aware, BC Hydro offers a Retail Access Program to transmission service 
rate customers. Retail access arose from the 2002 Energy Plan as it was anticipated 
that with the introduction of stepped rates there would be an incentive for BC Hydro 
transmission service rate customers to purchase from alternative suppliers, such as 
IPPs. Although the Retail Access Program has been available since April 2006, to date, 
no customers have exercised the option to participate. 

The existing Retail Access Program requirements are contained in RS 1890 and Tariff 
Supplement No. 71 (Retai I Access Program Agreement). The terms and conditions of 
retail access service have not been revised since April 2006 when the program was first 
introduced. Recently, it has come to BC Hydro's attention that there is a risk that the 
restrictions currently contained in the service may not adequately mitigate potential cost 
shifting amongst customers. 

As such, BC Hydro wishes to advise its transmission service customers that it is 
reviewing the current terms and conditions of the Retail Access Program and is 
assessing whether any changes to this service may be required to mitigate the above­
mentioned risk. During this period of review, BC Hydro has determined that it will not be 
able to process any requests for retail access service. 

BC Hydro is committed to working with its customers and will seek input with respect to 
any revisions to the Retail Access Program that BC Hydro views are required once its 
review of this tariff is completed. If you have any questi ons or need clarification on the 
information provided in this letter, please contact your Key Account Manager. 

Yours truly, 
Be HYDRO 

Jim Nicholson 
Director, Customer Care 

British Columbia Hydro and Power Authority 
900 - 4555 Kingsway. Burnaby, B.C. V5H 4T8 

bchydro.com 
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BC Hydro’s Letter to the BCUC 
(May 20, 2011) 

 
 



BC hydro 151ft 
REGENERATION III 

Janet Fraser 
Chief Regulatory Officer 
Phone: 604-623-4046 
Fax: 604-623-4407 
bchydroregulatorvgroup@bchydro.com 

May 20,2011 

Ms. Alanna Gillis 
Acting Commission Secretary 
British Columbia Utilities Commission 
Sixth Floor - 900 Howe Street 
Vancouver, BC V6Z 2N3 

Dear Ms. Gillis: 

RE: British Columbia Utilities Commission (BCUC) 
British Columbia Hydro and Power Authority (BC Hydro) 
Tariff Supplement No. 71 - Retail Access Program Agreement and 
Rate Schedule 1890 - Transmission Service - Energy Imbalance 

BC Hydro is writing to the BCUC further to its letter of February 1, 2011 in which it 
notified all transmission service customers that a review was being undertaken of the 
terms and conditions of the Retail Access Program (the Program). In its letter, 
BC Hydro also stated that it would not be able to process any requests for retail access 
service and that it would be seeking input with respect to any prospective revisions to 
the Program. The purpose of this letter is to provide an update on the status of 
BC Hydro's review. 

BC Hydro has formed an internal working group to examine the Program in detail. The 
mandate of the group is to consider how to effectively implement the Program within the 
constraints of legislative policy direction; to ensure that the detailed requirements are . 
clearly specified in the tariff such ttiat there is certainty for those who enter into retail 
access agreements; and to ensure that ratepayers who do not take advantage or who 
are ineligible for the Program are not unduly harmed. The goal is to develop 
recommendations which will then be reviewed with customers, stakeholders and 
Government through a conSUltation process. 

The Program has been available since April 2006. To date, no customer has exercised 
the option to participate. However, subsequent to its February 1, 2011 letter, BC Hydro 
was made aware of one mining customer who was considering using the Program. 
BC Hydro has had discussions with the customer and will be including the customer in 
stakeholder consultations. 

BC Hydro expects to begin its consultations with customers and stakeholders by 
mid-summer, with an understanding that the BCUC wishes to have the Retail Access 
Program available to customers by April 1, 2012. 

British Columbia Hydro and Power Authority, 333 Dunsmuir Street, Vancouver BC V6B 5R3 
www.bchyd.ro.com 

Attachment C

Page 1 of 2

Application to Suspend Retail Access Program



May 20,2011 
Ms. Alanna Gillis 
Acting Commission Secretary 
British Columbia Utilities Commission 
Tariff Supplement No. 71 - Retail Access Program Agreement and 
Rate; Schedule 1890 - Transmission Service - Energy Imbalance 

BChydrQ OJ 

Page 20f2 

For further information, please contact Fred James at 604-623-4317 or bye-mail at 
bchydroregulatorvgroup@bchydro.com. 

Yours sincerely, 

(for) Janet Fraser 
Chief Regulatory Officer 

fjlma 

Copy to: Transmission Service Rate Customers 
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D 

Letter from Minister Coleman 
(November 21, 2011) 

 
 



NOV 2 1 2011 

Mr. Dan Doyle 
Chair 
Board of Directors 
BCHydro 
18th Floor, 333 Dunsmuir Street 
Vancouver, BC V6B 5R3 

Dear Mr. Doyle: 

BRITISH 
COLUMBIA 

The purpose of this letter is to clarify the Shareholder's position regarding BC Hydro's 
Retail Access Program (Program). 

I understand thy Program was developed as a result of policy direction set in the 
2002 Energy Plan, and that the purpose of the Program is to enable industrial electricity 
customers to access some or all of their power from the market I also understand the 
Program has not been used to date. 

Ministry of Energy and Mines (Ministry) staff have infonned me that the . 
British Columbia Utilities Commission (BCUC) provided a report to the provincial 
government on the Transmission Service Rate (TSR) on December 31,2009. It 
recommended several potential revisions to the TSR, including the Program. Ministry 
staffhave also advised me that BC Hydro suspended the Program due to design 
deficiencies that may prove detrimental to non~participating ratepayers. 

As you knoW,. the BC Hydro Review Panel submitted its Review Report (Report) to the 
Province on June 30, 2011. Recommendations 43 and 44 covered rate design objectives and 
priorities. As noted in my August 29, 2011 letter to you, it is my view these . 
recommendations should be addressed after the conclusion ofBC Hydro's 2012~2014 
Revenue Requirements proceeding. 

The provincialgovermnent expects to review the TSR and the industrial tariff over the next 
two years, given their age, the BCUC.report and the Province's economic development 
priorities. 1bis may include policy direction on the Program, The Province prefers to take 
an integrated approach to policy dc;:velopment, rather than address issues on a "one~off' 
basis. To this end, I am directing Be Hydro to extend the suspension of the Program until 
a comprehensive review ofindustrial electricity policy is complete. 

Ministry of 
Energy and Mines 
and Minister Responsible for Housing 

Office of rhe Minister 

• . .12 

Mailing Address: 
PO Box 9060 Sen Prov Govr 
Victoria Be Y8W 9E2 
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Mr. Les MacLaren, Assistant Deputy Minister, Electricity and Alternativ~ Energy 
Division, will be the lead Ministry executive for this initiative. Mr. MacLaren and/or his 
staff will contact BC Hydro staff to discuss next steps in the near future. ") 

Thank you for your support on this matter. 

Sincerely yours, . 

Rich Coleman 
Minister 

pc: . Mr. Les MacLaren 
Assistant Deputy Minister 
Electricity and Alternative Energy Division 
Ministry of Energy and Mines 
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Costs, Benefits and Risks 

 
 



Costs, Benefits and Risks 

Costs, Benefits and Risks 
The purpose of this attachment is to provide summary information on the potential 

costs, benefits and risks of retail access, in the generic sense of the words, and the 

Retail Access Program in particular. This information is not the subject of this 

application and is not meant to provide an exhaustive or definitive analysis of those 

issues, but rather a sense of the scope of the issues. This illustrative analysis 

considers costs, benefits and risk both from the perspective of participating 

customers (those who would take some or all of their load to market) and 

non-participating customers. Further, potential participating customers are 

considered to be transmission voltage customers taking service under Rate 

Schedule 1823 (RS 1823). Finally, and for simplicity, this attachment only considers 

third-party supply to be from the wholesale market, and does not consider potential 

domestic Independent Power Producer or self-generation supply alternatives. 

Retail Access for Participating Customers 

Potential Benefits (Participating Customers) 

The relative relationship between market prices and RS 1823 rates for Tier 1 and 

Tier 2 energy is a key factor in whether customers might be interested in retail 

access. Other factors include whether customers believe they will have annual Tier 1 

or Tier 2 energy volumes available to displace with retail access energy, their level 

of understanding of wholesale electricity markets and the RS 1823 tariff, and their 

level of risk tolerance. 

Figure 1 shows actual and forecast Tier 1 and Tier 2 energy rates, wholesale energy 

prices at the mid-Columbia trading hub (Mid C), and wholesale prices in the Alberta 

Power Pool (AESO), from F2007 to F2014. Forecast Mid C prices are annualized 

prices based on Amended Figure 4-1 of BC Hydro’s Amended F12-F14 RRA. 

Forecast AESO prices are based on forward market prices as of April 6, 2011. 

Forecast Tier 1 and Tier 2 energy rates are calculated on the assumption that 
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BC Hydro receives approval for the rate increases requested in the Amended RRA 

and that the Tier 2 rate remains unchanged at $73.60/MWh. 

Figure 1 Market Prices Compared to Tier 1 and 
Tier 2 Energy Rates 
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Table 1 shows actual Tier 1 and Tier 2 energy volumes for customers on RS 1823 

for the period F2007 – F2011. The purpose is to illustrate the total “available Tier 2 

energy” for the entire TSR class that would have been available for offset by retail 

access. For simplicity, energy volumes for customers served under RS 1823 Energy 

Charge A (RS 1823A) and RS 1827 are not included since they did not have a CBL 

and are not exposed to stepped rate energy billing. 

Table 1 Tier 1 and Tier 2 Energy Volumes 

Year RS 1823 
Tier 1 
(GWh) 

RS 1823 
Tier 2 
(GWh) 

F2007 14,057 796 

F2008 13,569 410 

F2009 13,048 139 

F2010 11,629 266 

F2011 11,368 330 
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Table 2 below shows the range of potential gross savings that TSR customers may 

have realized, in the aggregate, for the F2007 to F2011 period. 

For simplicity, AESO prices are not included in this analysis because they have been 

(and are forecast to remain) higher than Mid C prices. 

Table 2 Potential Gross Retail Access Savings 
(Participating Customers) 

 Tier 2 Rate 
(CDN$/MWh) 

Mid C 
(CDN$/MWh) 

Difference 
Between Tier 2 

Rate and 
Mid C 

(CDN$/MWh) 

Tier 2 energy 
volumes from 

Table 1 
(GWh) 

Potential 
Gross Savings 
(millions per 

year in CDN$) 

F2007 54 51.40 2.6 796 2.06 

F2008 54 58.49 –4.5 410 –1.85  

F2009 73.6 55.89 17.7 139 2.46 

F2010 73.6 36.70 36.9 266 9.82 

F2011 73.6 28.40 45.2 330 14.92 

The assessment of potential benefits of retail access for BC Hydro’s transmission 

voltage customers takes a high-level annual view. The analysis does not account for 

incremental benefits that might accrue to customers who, under a particular retail 

access program, may be able to shift hourly or seasonal energy volumes between 

market and BC Hydro when it is economic to do so. Such arbitrage activity will in all 

cases be unique to the particular program, and is discussed in the section below 

regarding the Retail Access Program that is the subject of this application. 

Potential Costs (Participating Customers) 

The costs of retail access to participating customers are primarily the transaction 

costs1 associated with accessing wholesale energy markets, and wholesale 

transmission costs, including energy imbalance, associated with delivering energy 

pursuant to open access transmission tariffs, such as BC Hydro’s OATT. These 

costs would be borne either directly by participating customers, or indirectly through 

the use of wholesale marketing entities. It is difficult to assess what such costs 

                                            
1  An example of a transaction cost might be the expense of hiring a third party marketer to acquire and deliver 

retail access energy to the customer’s site. 
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would be for the class of transmission voltage customers because it would depend a 

great deal on the particular circumstances of the market opportunities available and 

the customers’ circumstances. However, BC Hydro believes it is reasonable to 

assume that internal and external transmission wheeling costs would total about 

$10/MWh, while transactional fees, for arranging the purchase and delivery of retail 

access energy, may be a further $10/MWh. The above high-level estimates are 

consistent with sample billing calculations provided to attendees of the August 25 

workshop (refer to Attachment O-3). 

Potential Risks (Participating Customers) 

Customers face a number of risks if they choose to participate in retail access. 

These include market price risk; Tier 2 volume risk; and third party supply risk. Each 

is described briefly, below. 

Market Price Risk 

When customers choose to participate in retail access they do so based on their 

assumptions of future market prices. If market prices turn out to be higher than 

expected, customers will likely face higher energy costs than anticipated. Although 

recent market prices have been relatively low, BC Hydro believes it is possible that 

market prices could increase 50 per cent above current levels within the next three 

to five years. 

Tier 2 Volume Risk 

Participating retail access customers assume the risk, on a forward-looking basis, 

that they will have annual Tier 2 volumes to displace. Customer baselines (CBLs) 

under RS 1823 do not remain fixed year over year or within the year. They can, and 

frequently do, change. The risk to customers is that changes (e.g., curtailments, 

shutdowns, force majeure) in plant operations, that decrease annual energy 

purchases from BC Hydro below 90 per cent of the annual Billing CBL, will eliminate 

Tier 2 energy purchases in that Billing Year. Consequentially, the customer’s annual 

scheduled retail access energy would displace Tier 1 energy rather than Tier 2 

energy. Assuming the customer’s delivered cost of retail access energy from a third 
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party are more expensive than the Tier 1 energy they would otherwise have 

purchased from BC Hydro, the result would be a financial loss. Further, because 

RS1823 energy is billed monthly against an Annual CBL, the customer will pay the 

Tier 1 rate for energy to the point in the Billing Year that energy consumption 

exceeds 90 per cent of the Billing CBL. This has potentially adverse effects on 

monthly cash flow if the cost of retail access energy is higher than the Tier 1 rate. 

Refer to the sample billing calculations shown in Attachment O-3 for more 

information. 

Third Party Supply Risk 

Third party supply risk can arise if the participating customer’s third party defaults on 

its supply obligation. Depending on the terms of the retail access arrangement, the 

participating customer may not have an unrestricted or cost-free right to resume 

bundled utility service. Under the Retail Access Program, customers face no such 

barriers and in fact, as noted, BC Hydro’s supply obligation continues throughout the 

term of the customer’s participation in the Program. 

Summary Conclusions (Participating Customers) 

The foregoing information and analysis supports the following conclusions: 

 It would currently be economic for customers to displace Tier 2 volumes with 

market purchases, although such volumes are relatively small. 

 Assuming all TSR customers had displaced all of their Tier 2 energy volumes 

between F2007 and F2011, the potential cost savings to customers from retail 

access, would have ranged from $0 to $15 million per year, before accounting 

for transmission costs, transaction costs, and potential arbitrage. 

 Over the next few years, market prices are forecast to be close to Tier 1 rates, 

and both are rising at a similar rate. However, if market prices were to be lower 

than the prevailing Tier 1 rate, it may become economic for customers to 

displace Tier 1 volumes with market purchases. 
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Retail Access for Non-Participating Customers  

Potential Benefits (Non-Participating Customers)  

As noted in the background section of the application, non-participating customers 

can benefit from retail access to the extent that the utility’s load-serving obligations 

are reduced, and infrastructure investments deferred. Under the Retail Access 

Program BC Hydro’s load-serving obligations continue throughout, and as such, the 

potential benefits to non-participating customers are less certain than they might 

otherwise be. 

Potential Costs (Non-Participating Customers) 

When a retail access customer displaces annual Tier 2 purchases, BC Hydro loses 

revenue at $73.60/MWh on the margin (current Tier 2 rate). However, BC Hydro 

either reduces its own market purchases, or increases its own export sales, 

depending on whether it is in energy surplus or deficit, by amounts equal to the 

displaced volumes. For example, using the actual F2011 Mid C price of 

$28.40/MWh, BC Hydro would incur a negative gross margin of $45.20/MWh for 

each MWh of load displaced by retail access energy.  

For illustrative purposes, assume that all F2011 actual Tier 2 energy purchases for 

TSR customers (330,000 MWh x $73.60/MWh) were displaced with retail access 

energy at actual Mid C market prices (330,000 MWh x $28.40/MWh). The negative 

gross margin would be 330,000 MWh x $45.20/MWh = $14.9 million. This would 

subsequently need to be collected from all BC Hydro customers through rates. Put 

simply, the $14.9 million benefit extracted by customers participating in retail access 

would be roughly equivalent to the $14.9 million cost that must be subsequently 

borne by non-participating customers. 

In addition, short-term costs borne by non-participating customers can be magnified 

to the extent that particular program terms and conditions do not mitigate seasonal 

or hourly arbitrage opportunities. A discussion of arbitrage opportunities under the 

Retail Access Program is provided below. 
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Potential Risks (Non-Participating Customers) 

Risks to non-participating customers of retail access turn on the likelihood that 

short-term costs are not offset by the benefit of deferral of more higher-cost 

infrastructure investments in the future. The less likely the long-term deferral benefit, 

the more likely it is that the short-term costs will outweigh any long-term benefits. In 

addition, non-participating customers are at risk to the extent to which the rules of 

the particular program provides arbitrage opportunities for participating customers.  

Summary Conclusions (Non-Participating Customers)  

The foregoing information and analysis supports the following conclusions: 

 Under current market conditions, Tier 2 volumes, the Tier 2 rate, and the 

RS 1823 pricing methodology, there are some potential short-term costs to 

non-participating customers from retail access. 

 Potential short-term costs to non-participants may increase in the future if 

market prices stay low, and increase at a lower rate than embedded costs 

rates. 

 The potential short-term costs to non-participating customers from retail access 

are about $14.9 million before accounting for arbitrage opportunities, assuming 

F2011 Mid C prices and the displacement of all F2011 Tier 2 volumes. 

 The potential long-term benefits to non-participating customers of retail access 

depend on the degree to which retail access allows for the deferral of higher 

cost infrastructure investments. Under the Retail Access Program, the 

likelihood of long-term benefits materializing are less likely than might otherwise 

be the case if BC Hydro’s supply obligations to its retail access customers were 

reduced by the third-party supply arrangements of the customer. 

Arbitrage Opportunities Under the Retail Access Program  
Under the Program, and as discussed in the body of the application, BC Hydro will 

absorb or make–up any differences between actual energy deliveries and scheduled 

deliveries, in real time, and customers receive a credit or charge equal to the product 
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of the difference (in MWh) and an imbalance rate. The imbalance rates are set out in 

RS 1890, and rather than being equal to market prices, are based on the RS 1823 

Tier 1 and Tier 2 rates. Further, BC Hydro schedules energy deliveries on an hourly 

basis, except in extraordinary circumstances, and thus the real time imbalance 

service is in effect provided on an hourly basis. However, TS No. 71 (Attachment K) 

does not require that the customer specify energy delivery schedules on an hourly 

basis. Instead, it specifies 16 different pricing periods per year, being all the hours in 

each of March to October (720 or 744 hours, depending on the month); the high-load 

hours in each of November to February (416, 432 or 384 hours, depending on the 

month, in a non-leap year) and all the low-load hours in each of November to 

February (304, 312 or 288 hours, depending on the month, in a non-leap year), and 

allows the customer to specify the total energy volumes to be delivered in each of 

those 16 pricing periods. By allowing for energy deliveries across such a large 

number of hours, while providing an hourly imbalance service at a rate other than 

the prevailing market price, the Retail Access Program creates opportunities for 

arbitrage in two primary ways,2 referred to for convenience as “volume arbitrage” and 

“pricing arbitrage”.3  

Volume Arbitrage 

Volume arbitrage refers to a situation where a participating customer delivers energy 

on other than an equal hourly, or “flat” , basis, but still delivers the total scheduled 

energy in a retail access pricing period.  

A participating customer might schedule 1 MW per hour of retail access energy in 

the month of July. Since there are 744 hours in July the customer would nominate 

744 MWh of energy for that month (in this case July would correspond to one of the 

16 pricing periods under TS No. 71). Under the existing Program the customer could 

purchase and deliver to BC Hydro all 744 MWh of energy when market prices in July 

                                            
2  The difference between the hourly imbalance service and the multi-hour delivery periods also creates 

uncertainty that prevents BC Hydro from optimally arranging and scheduling its own domestic service and 
export trade transactions. 

3  Volume and pricing arbitration can both occur over a particular retail access period, although the estimates of 
potential economic impact from pricing arbitrage below assume that participating customers have to provide 
hourly flat schedule thus precluding volume arbitrage. 
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are low (overnight for example), and make no purchases and deliveries to BC Hydro 

when market prices are high. This type of arbitrage would effectively displace low-

cost imports that would otherwise benefit all customers. Compared to a retail access 

scheme that required hourly delivery schedules from the participating customer, this 

type of activity would also negatively affect trade revenues as higher customer load 

during high priced hours would displace exports that BC Hydro (via Powerex) would 

otherwise have done. In addition, and because BC Hydro retains its full load-serving 

obligations under the Program, BC Hydro can’t assume that its load obligations in 

any hour will in fact be displaced by some of the 744 MWh. In consequence, and 

relative again to a situation where hourly delivery schedules were required from the 

participating customer, some system capacity will be held back that would otherwise 

have been available for trade and the benefit of all customers.  

Assuming 2010 Mid C prices, total retail access volumes of 50 MW, and maximum 

hourly volumes of 500 MW, BC Hydro estimates that volume arbitrage under the 

Retail Access Program could effectively cost non-participating customers about 

$5 million/year. 

Pricing Arbitrage  

Pricing arbitrage refers to a situation where a participating customer delivers more or 

less energy than scheduled, to profit from the difference between market prices and 

the imbalance rates in RS 1890. 

For example, a participating customer might choose to deliver less energy to 

BC Hydro than it has scheduled if market prices exceed the imbalance rates and it 

can deliver the energy to market. In this situation the customer’s financial gain is 

equal to the product of the volume of energy diverted to the market and the 

difference between the market price and the imbalance rate, less transmission 

(delivery) costs. Relative to a situation where imbalance rates equalled market 

prices, the customer’s gain is BC Hydro’s (i.e., non-participating customers’) loss. A 

participating customer might also deliver more energy to BC Hydro than scheduled if 

market prices are less than the imbalance rates and it could deliver the energy to the 

Point of Receipt. In this case its gain would be equal to the product of the 
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incremental energy delivery to BC Hydro and the difference between the imbalance 

rates and the market prices, less transmission costs. Again, the customer’s gain 

would be BC Hydro’s (non-participating customers’) loss, before accounting for 

transmission costs. 

Using the same assumptions as described above for volume arbitrage, BC Hydro 

estimates pricing arbitrage under the Retail Access Program could effectively cost 

non-participating customers about $10 million/year. This analysis assumes that 

volume arbitrage is first eliminated by requiring customers to provide a flat hourly 

schedule. 
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EXECUTIVE SUMMARY 

The Governme1nt's Energy for Our Future: a Plan for BC ("Energy Plan") mandated' that the BC Utilities 

Commission c0nduct an Inquiry to develop and refine certain policy areas relating to regulation ofBC Hydro. 

The Inquiry concludes with this Report. 

The Commission was requested to make recommendations on two key policy initiatives in the Energy Plan. First, 

benefits attributable to the existing low-cost generation ofBC Hydro are to be secured for British Columbians by 

means of a Herritage Contract Secon~, more efficient use of energy resources and private investment in new 

generation are to be fostered by a stepped rate structure for large commercial and industrial customers. 

The Commission established a procedure designed to encourage public participation in the development of the 

requested recommendations. BC Hydro filed, as directed, a Proposal that became the subject of information 

sessions and workshops leading up to a public hearing. At ¢e hearing the Commission Panel heard the views of 

consumer and industrial groups. 

Three points enunciated at the Inquiry place the recommendations of the Commission Panel in context First, BC 

Hydro's expressed concern in preparing its Proposal was maximization of the total amount of wealth to the 

province. The sharing of that wealth was deemed a secondary issue, and one that was largely left to the 

Government and the Commission. Second, BC Hydro's Proposal for a Heritage Contract had the support of 

almost all participants. Third, most participants believed that the recommendations should be focused on 

principles, with implementation details left to later Commission decisions. 

The BC Hydro Proposal for the Heritage Contract between BC Hydro's Generation and Distribution arms was 

based on the revenue required by Generation to meet the embedded cost of supplying the energy of Heritage 

Resources to Distribution ("the Revenue Requirements model"). A salient feature of the Revenue Requirement 

model is that Generation remains subject to traditional regulatory oversight, with the opportunity for performance­

based ratemakll:lg (''PBR''). BC Hydro belieyes that the Revenue Requirements model ensures the appropriate 

alignment of interests of BC Hydro Distribution, BC Hydro Generation, and Powerex, and that such alignment is 

necessary for the efficient dispatch of the Heritage Resources and effective planning for new resources. 

One intervenor, CBT Energy Inc., offered an alternative proposal similar to the contract adopted by Quebec.' This 

form of Heritage Contract would specify a fixed quantity of heritage energy to be supplied at a fixed price over 

the duration of1ihe contract ("The Fixed Price/Fixed Quantity model''). Its declared advantage is to afford greater 
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certainty for consumers. This model would, however, impose greater risk on BC Hydro, requiring a risk premium 

to be bome by consumers. A further fea~ of such a contract would be to remove the need to regulate BC Hydro 

Generation. 

Customer advocates believe that the Revenue Requirements model ensUres continuing congruence of risks and 

rewards, that is, it ensures risks and rewards are borne by customers. The Fixed PricelFixed Quantity contract 

requires the problematic determination of fair compensation for the risks, and it does not ensure that full heritage 

benefits will remain with customers. For these reasons, together with strong support for ongoing regulation of BC 

Hydro Generation, customers unanimously support the Revenue Requirements model. 

This Report end0rses the preference of the customers and BC Hydro, and makes recommendations for the 

. implementation of a Revenue Requirements model for the Heritage Contract. The proposed Heritage Contract is 

attached as an appendix to the report; the accounts necessary for implementation of this model are set forth in a 

proposed special direction. 

One feature of the Be Hydro Proposal that warranted special attention was the substantial change in the 

determination and disposition of Trade Income. Trade Income is defined as the audited net income of Power ex .. 

A significant change to the amount that may accroe to Government arises by virtue of an agreement between Be 

Hydro and Powerex ("The Transfer Pricing Agreement for Electricity and Gas"). The effect of this agreement is 

that Trade Incom.e will no longer include revenues from the sale of surplus power, except for a profit expected to 

be realized by P0werex after paying BC Hydro an indexed price for surplus power. All Trade Income between $0 

and $200 million accrues to the ratepayers. Because of its importance, three alternatives to BC Hydro's proposal 

for Trade Income are discussed in this Report. 

The Report recommends BC Hydro's Trade Income proposal, with an additional recommendation for an incentive 

mechanism for Powerex, which would require approval by the Commission. 

After the Heritage Contract, the second major area addressed in this Report is the design of a stepped rate 

structure for large commercial and industrial customers. The objective of such a system is to ensure the benefit of 

relatively low-cost energy through a Tier-l block rate while reflecting higher cost of new supply in the Tier 2 

block rate. The Report concludes that achieving the objectives of encouraging private sector investment in new 

supply and access by large electricity consumers to alternative suppliers is dependent on the success of stepped 

rates. This manifests itself in a recommendation that the Tier 2 rate should be based on the long-term costs and 

should be measured by expected acquisition costs. 

11 
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'This Report recommends implementation of stepped rates for large commercial and industrial customers and 

delineates principles for their determination. It further recommends concurrent implementation of tiroe-of-use 

rates. RecogniZing the innovative nature of stepped rates, the Report recommends a subsequent evaluation report 

to the Government. 

The Energy Plain states that it is to be implemented by the end of 2004.· Therefore, this Report identifies a 

schedule that has as its objective the implementation of retail access by the end of2004. 

"iii 
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(Ex. 29, p. 7). BC Hydro agreed that the introduction of an appropriate energy imbalance charge would mitigate 

the risk of arbitrage (T6: 1314-18). 

The JlESC acknowledges that developing opportunities for IPPs in BC to do business with industrial customers as 

contemplated in the Energy Plan will require resolving issues of price, shaping, quantity, availability, back-up. or 

reserves, trans$ssion and load imbalances. The JIESC also accepts that if industrial customers wish to go to a 

third party supplier, when that is possible, such customers must give reasonable notice before leaving and 

returning (JIESC Final Argument, p. 31). 

The JIESC recommends that access principles be limited to Specifying the notice that should be given before an 

industrial customer leaves or returns to BC Hydro supply, and that RS 1821 Demand Charges cover IPP deliveries· 

to industrial customers until BCTC has approved tariffs. Adaitional transmission charges should be limited to 

symmetrical market-based imbalance charges (JlESC Final Argument, p. 31). 

Competition from PowerSmart, CBG and Public Corporations 

The IPPBC argues that entities, such as CBTE, Columbia Power Corporation and BC Hydro (through Powerex, 

PowerSmart, CBG and the like) that receive special advantages or support from the Government or taxpayers 

should not be aJ!lowed to compete with IPPs in the Tier 2 market The CEC states that it is unfair competition for 

the IPPs ifBC Hydro is financing some options and not others, but the CEC submits that the solution is not 

necessarily to eliminate all other competition to the IPPs. The CEC argues that BC Hydro should be required to 

finance all options equally on a non-discriminatory basis to all sources, and that BC Hydro should perhaps be 

required to restrict its funding initiatives and restrict its demand-side management (powerSmart) activities to 

f?ducation, awareness and promotion (CEC Final Argument, p .. 35). 

The JlESC argues that PowerSmart and CBG initiatives result in projects being implemented which otherwise 

might not occur and that such targeted initiatives should be continued (JlESC Final Argument, p. 37). 

4.2 Commission Panel Views 

BC Hydro does not support implementation of retail access on an interim basis prior to amended BCTC 

transportation service tariffs being iIi place. BC Hydro has also indicated that it could file its terms and conditions 

for generation ac:cess principles shortly after BCTC's transportation service rates are in place allowing retail 

access to be imp[emented on a permanent basis, likely by December 2004. BC Hydro considers retail access to be 

69 
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a complex issue with many implications, and cautions against implementing retail access on a piecemeal basis 

(T3: 628-629; T6: 1180-1181; BCHydro Final Argument, p. 32). BC Hydro was generally supported in this 

regard by the BCOAPO (BCOAPO Final Argument, p. 13). 

The llESC, the IPPBC, CBTE and the CEC support implementing retail access more quickly. The CEC argues 

that the principles for retail access are available to the Inquiry and asks the Commission to recommend that Be 

Hydro be directed to bring forward retail access principles by March 31,2004 based on the NITS tariff and that 

any customers who pursue retail access under the interim provisions be guaranteed to be able to use it for the 

duration of the proj.ect (CEC Final Argument, pp. 55, 82) .. 

The IPPBC submits that there is a need for certainty in the rules for retail access (T2: 379). It agrees that 

temporary access principles are imperfect and would likely be a detriment to investment in new generation by 

IPPs, unless the Commission can provide interim retail access that allows the interim provisions to be maintained 

or «grandfathered" for those IPPs who engage in contracts to supply industrial customers under the interim 

provisions. The IPPBC indicates that there are several other conditions that it considers necessary before IPPs are 

likely to show int~rest in building new generation, including access to transmission capacity for domestic and 

export sales and access to BCHydro's storage (T7: 1534-1535; TIl: 2319-2323). 

The Commission Panel recognizes and supports the wishes oflarger volume customers and IPPs to have the 

option of retail access available to them as soon as possible. That such access shoiud be made avail.able to' them is 

c1~J.y .an objective of the Energy PIan and the Tenm of!efe~ence. However, it is equally ~portant that the 
. . 

introauction of retail access not be rushed forward in a way that may lead to its failure. The potential benefits or 

costs of implementing retail access on a short-term., interim basis depend on whether interim measures can be put 

in place that allow, in a practical sense, retail access to occur while pr~venting potential aibitrage opportunitie.s 

and cost-shifting between customer classes. 

For these reasons, the Commission Panel concludes that interim retail access principles are likely to remain 

mostly unused, and thus will do little to provide encouragement to IPPs and marketers to compete for the Tier 2 

industrial load. Without resolution on final BCTC Transmission Service and Ancillary Service ~harges, the 

certainty looked: for by IPPs will not be present. Furthermore, risks of cost shifting from IPPs or industrial 

customers to BC Hydro or other customer classes would exist. The Commission Panel outlines in Chapter 5· a 

schedule for filings required to implement permanen~ retail access. 

The Commission Panel accepts the arguments of the JIESC that targeted programs such as PowerSmart and CBG 
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Recommendation #24 

That an LG1C Qrderbe issued, pursuant to section 4(1) of the Transmission Corporation Act, prescnoing a date of 

March 1, 2004,1ifretail access is to be implemented prior to 2005. 

Stepped Rates and Retail Access Scheduling 

The Commission Panel recognizes that the success of retail access is largely dependent on the success of stepped 

rates. Retail access requires both an approved BCTC tariff, which provides for access to transmission voltage 

customers, and approved generation access principles, which establish the terms for transmission voltage 

customers to take third party supply. 

The Commission Panel finds that very limited benefits can be expected to be derived from retail access prior to 

determinations related to access to transmission, which will be the subject of the BCTC application. For reasons 

state~ below, the Commission Panel finds that the earliest practicable date for implementing retail access is the 

end of 2004. 

BC Hydro believes that it would be premature to design generation access principles before the BCTC tariffs and 

the stepped rate design are known (Ex. 8-2, p. 10). Provided that the princ:iples for stepped rates are established 

by reply of the Government to the Commission Panel's recommendations and that the BCTC tariffs are filed 

pursuant to the recommendation above, the Commission Panel concludes that BC Hydro can apply for the stepped 

rates, time-Of-use" rates, and generation access principles as part of the same :filing and be approved by December 

31,2004. 

The current ratemaking provisions of the UCA provide the Commission with the necessary jurisdiction to approve 
,. 

stepped rates. Given this jurisdiction, if the Government accepts the Commission Panel's recommendations ;n 

stepped rates, no further direction from the Government is required. The Commission would then proceed with 

the implementation of stepped rates. 

The Commission Panel concludes that stepped rates, time-of-use rates and generation access principles should 

have the same effective date, so that transmission voltage customers can assess the full range of choice to be 

afforded to them.. 

79 
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Recommendation #25 

That BC Hydrol file an application, within 30 days of the Commission Decision in the BCTC tariff filing pursuant 

to section 4(1) cDfthe Transmission Corporation Act, seeking approval for stepped rates, time-of-use rates and 

generation acce~ principles, and PowerSmart and Customer Based Generation programs. 

Rate Design Scheduling 

BC Hydro has not changed its rate design since 1992. Undertaking a full rate design study after such a long 

period will requite significant effort by Be Hydro, especially given the separation of Generation, Transmission, 

and Distnbution, and the extended period of the rate freeze. It is reasonable to expect that there will be significant 

changes to BC Hydro's bundled rates, including changes to the allocation by customer class of the revenue 

requirement and to the billing determinants for each customer class. 

BC Hydro contends that the BCTC transmission rates and the Be Hydro revenue requirements have implications 

for the design ofBC Hydro's bundled rates (TIl: 2341-2342). Therefore, both matters should be approved prior 

to the filing of the rate design application. The Commission Panel concludes that the filing of the rate design 

application should be delayed until late 2004 or early 2005, so that stepped rates and retail access tariffs can be 

approved prior to the end of2004. 

Recommendati0n #26 

, That BC Hydro file a rate design application prior to Aprill, 2005. 

80 
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Tabie 2: Anticipated Timeline of Future Filings 

2004 2005 . · · I I 

Q1 I Q2 · Q3 · Q4 Q1 · Q2 Q3 Q4 : · · I · · · · BC Hydro Revenue Requirements · ~ · • : · · 
BCTC: Transmission Access • · ~ · · I · • : · · · · · · Stepped Rates. TOU Rates, Generation Access · · · · · · · I 

Rate Design · · .. I .. · · 

5.5 Other Matters 

Recommendation #27 

That the determination of Generation Related Transmission Assets ("GRTAs") for the BC Hydro Wholesale 

Transmission Service rates, be accepted for the purposes of the BCTC tariff filing to be made pursuant to section 

4(1) of the TCA, andthat functionalization ofGRTAs otherwise continue to be within the jurisdiction of the 

Commission. 

Dated at the City of Vancouver, in the Province of British Columbia, this 16th day of October 2003. 

81 

Original signed by: 
Robert H. Hobbs 
Chair 

Original signed by: 
Kenneth L. Hall 
Commissioner 

Original signed by: 
Paul G. Bradley 
Commissioner 
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1 SCHEDULE A 

2 TERMS OF REFERENCE 

3 IN THE MATTER 9F the Utilities Commission Act (''the Act'') 

4 and 

5 IN TIIE MATIER OF Recommendations Relating to a Heritage Contract for BC Hydro's 
6 EXisting Generation Resources, and to Stepped Rates and Transmission Access 

7 

" 

8 WHEREAS, under Section 5(1) of the Act, the Lieutenant Governor in Council (''LGIcn) may 
9 -request the BC Utilities Commission ("Bcucn or "Commission") to provide advice on any 

1 0 matter the LGIC specifies; and 

11 WHEREAS on NoveJ;Dber 25, 7002, the Province of British Columbia announced its new Energy 
12 Plan, the four-cornerstones of which are: low electricity rates and public ownership ofBC Hydro; 
13 secure and reliable energy supply; more private sector opportunities; and environmental 
14 responsibility and no nuclear power source.s; and 

15 WHEREAS the Energy Plan outlines several Policy Actions designed to ensure British 
16 Columbians have continued access to-sufficient supplies of dependable low-cost electricity; and 

17 WHEREAS the Energy Plan provides in Policy Action #5 that the Commission will once again 
18 regulate the rates charged by -BC HYdro; and . 

19 WHEREAS the Energy Plan contemplates that the CO:rm;rllssion sh~uld conduct an inquiry to 
20 develop and refine certain policy areas relating "to regulation of BC Hydro prior to the 
21 commencement of its review of BC Hydro'~ rates and should submit a report to government 
22 describing changes to legislation and regulations that it b.elieves are desirable in that connection; 
23 and 

24 WHEREAS the Energy Plan contemplates a full review of BC Hydro's rate levels based on an 
25 application to be filed before March 31, 2004; and -

26 WHEREAS the Energy Plan provides in Policy Action #1·that a legislated heritage contract will 
27 be created between BC Hydro's generation line of business and its distribution line of business 
28 for a term often years initially; and -

29 WHEREAS the Energy Plan provides in PoliCy Action #2 that an appropriate level of trade 
30 revenues, net of incremental costs properly allocated by Be Hydro for internal management 
31 pUIpos~, will continue to be -assigned for ra~-setting purposes to help maintain low and stable 

-32 rates for Be consumers; and 
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2 

1 WHEREAS trade revenues, net of incremental costs properly allocated by BC Hydro for internal 
2 management purposes, above $200 Million ip. any year will flow to the government for the 
3 benefit of all British Colum.bians; and 

4 WHEREAS the Energy Plan contemplates large industrial or transmission rate customers and 
5 energy suppliers having access to transmission for the purpose of acquiring and providing energy 
6 for all or a portion of their needs based on principles to be established; and 

. 
7 WHEREAS the Energy Plan provides in Policy Direction #21 that new rate structures should be 
8 developed to send better price signals to large electricity consumers. 

9 NOW-THEREFORE the Commission shall conduct an inquiryPll!suant to Section 5 of the Act in 
10 compliance with the foI1ow~ng Terms of Reference: 

11 l. 
12 
13 
14 
15 

16 
17 
18 
19 
20 
21 
22 
23 
24 2. 
25 
26 

27 
28 

29 
30 
31 

32 
33 
34 
35 

36 
37 

The general purpose of the inquiry is to obtain the Commission's Recommendations on 
what changes, if any, should be made to legislation, regulations, special directions or 
special directives affecting BC Hydro andlor fue Commission in order to implement the 
Energy Plan in connection with the issues""identified in paragraphs 3 and 4 of these Terms 
of Reference. 

For gieater certainty. the Commission shall provide Recommendations on whether the 
current rate stabilization account provided for in Special Direction 8 and Special 
Directive 4 should be eliminated and, if so, whether any aItern~tive form of deferral 
account mechanism should be considered to implement the. Commission's 
Recommendations with respect to paragraph 3 of the Terms of Reference, and on whether 
there is a need for revisions to paragraph' 3 of Special Direction 8 to implement the 
Commission's Recommendations with respect to paragraph 4 of the Terms of Reference. 

With respect to Policy Action #1 from the Energy Plan, the Commission shall make 
Recommendations concerning the terms and conditions wIllch should be contained in a 
Heritage Contract based on the following assumptions: 

(a) The resources and obligati0ns to which the Heritage Contract shall relate are those 
set out in Schedule A; 

(b) - . The classes of customers that are eligible to benefit from the Heritage Contract 
are those set out in Schedule B, as may be amended from time to time to reflect 
the introduction of new rate s~ctures or options; -

(c) Except as expressly provided herein, the determination of rates for customers 
identified in Schedule B will not be considered until after the Commission'S 
Recommendations have been provided to the Lieutenant Governor in Council 
pursuant to these Terms of Reference; and 

. (d) The quantity of energy producible from the resources shall be determined 
assuming average water conditions for the duration of the Heritage Contract 
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. 1 

2 

3 

4 

5 
6 

7 
8 

9 
10 
11 
12 

13 
14 

15 
16 
17 
18 
19 
20 

. 21 
22 

23 
24 
25 

26 

27 
28 

29 
30 
31 

32 

33 
34 

3. 

3 

The Commission shall make specific Recommendations relating to the following matters 
concerning the Heritage Contract: . 

• (a) The quantity of energy which will be available under the Heritage Contract; 

(b) The cost of supplying the energy identified in subparagraph (a), including: 

(i) All costs properly ~located to that activity by BC Hydro. for internal 
management purposes; 

(ii) An allowance for return. on BC Hydro's equity invested in the assets 
identified in Schedule A; and 

(iii) The portion, if any, of transmission assets that should be deemed to be 
"generation related" and which should be included in the heritage contract 
for costing purposes, and ultimately to be recovered. in electricity rates of 
BC Hydro's distribution line of business; 

(c) The price that BC Hydro's distribution line ofbusines~ should be deemed to pay 
for the quantity of energy identified in subparagraph (a); 

(d) Having regard for the considerations referred to in 3(h) below, the provisions that 
should' be included in the Heritage Contract relating to capacity, shape, and 
scheduling flexibility to fairly allocate the benefits arising from the resources 
listed· in Schedule A under average water arising from the I;esources listed in 
Schedule under average water conditions between the customers listed in 
Schedule B and Be Hydro; 

(e) The principles and impacts of providing ancillary services requirements to 
BC Transmission Corporation; 

(f) The eXtent to which the quantity, price or other terms m; conditions relating to the 
acquisition of the heritage energy by the distribution line of business should vary 
during the initial ten-year term of the Heritage Contract: 

(i) by reason of changed circumstance; 

(ii) by reason of a determination that the allocation identified·in subparagraph 
(b) is not appropriate; . 

(iii) by reason of capital maintenance or similar investments not intended to 
materially affect the productive capacity of the· assets listed in Schedule A; 
and; 

(iv) by reason of any other factor the Commission believes is important; 

(g) Th~ renewal provisions which should apply to the continuation of the Heritage 
Contract after the expiry of an initial ten-year term; 
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1 

2 
3 
4 
5 

6 
7 
8 
9 

10 
11 
12 

l3 
14 
15 

16 
17 
18 

, 19 

20 
21 

22 
23 
24 

25 
26 
27 
28 

29 
30 
31 
32 
33 
34 

35 
36 
37 

4_ 

5_ 

6_ 

4 

(h) The appropriat~ regulatory framework: 

(i) which provides incentives to, and allows, Be Hydro and its affiliates and . 
subsidiaries to make timely decisionS to maximize trade revenues net of 
costs properly allocated by BC Hydro for internal management purposes 
in light of the determinations made pursuant to subparagraph (d); and 

(ii) to allocate amounts of trade revenue, net of incremental costs properly 
allocated by BC Hydro for internal management pmposes, up to a 
maximum of $200 million per year, between BC Hydro and customers· 
listed in Schedule B in a manner that provides rewards to the party that 
takes the risk associated with realizing those rewards while minimizing the 
expenses and delays associated with regulatory oversight of activities 
relating to trade; 

(i) The determination of the state date of the Heritage Contract including potential 
adjustments at the start of the Heritage Contract reiating to capacity, shape and 
scheduling flexibility. 

The Commission shall make specific Recommendations relating. to any changes it 
believes are desirable in the rates of transmission voltage customers to accomplish the 
objectives set out in the Energy Plan, including: 

(a) The terms'and conditionS that should govern existing and new large industrial or 
transmission rate customers' access to transmission for the purpose of acquiring 
power from other energy suppliers' generation; 

(b) The detailed provisions of new stepped rate schedules as more fully described in 
the Energy Plan, including load aggregation by a customer with facilities at more 
than one location; and 

(c) The principles which should govern the terms and conditions Under which large 
industrial .or transmission rate customers wishing to obtain generation from 
alternate suppliers may decline to obtain service from BC Hydro or may apply to 
obtain service from Be Hydro·thereafter_ 

For the purpose of conducting' this inquiry and obtaining stakeholder input, the 
Cormnission may seek and 'employ expert advice on various subjects and ~ha1l employ 
any or all of the powers provided to it under the Act and, in particular, may, in its sole 
discretion, employ diverse procedures to resolve specific issues within the Terms of 
Reference, including, as appropriate, workshops, mediation, dispute resolution 
mechanisms, pre-hearing conferences, and oral and written public hearings·_ 

The Commission shall require Be Hydro to file by April 30, 2003 a proposal that 
identifies the detailed Recommendations and reasons that Be Hydro believes should be 
contained in the Commission's report to the Lieutenant Governor in Council. 
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1 7. 
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3 

4 8. 
5 
6 
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8 9. 
9 

10 

5 

. . 
The Commission shall invite comment on BC Hydro's proposal from all affected 
stakeholders and identify appropriate processes to consider it in compliance with 
paragraph 5. 

The Commission shall submit a report to the Lieutenant Governor in Council by no later 
than October 17,· 2003, listing its Recommendations and the reasons for the 
Recommendations, including proposed legislation, regulations, special directions to the 
Commission or special directives to BC Hydro, as it thinks fit. . 

The Commission shall consider any other matters that may be specified in supplementary 
Terms of Reference issued by the Lieutenant Governor in Council pursuant to Section 5 
of the Act. 

11 March 7, 2003 
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Executive Summary 

The Transmission Service Rate (TSR) program has been in place for three years, F2007-F2009. 
Recommendation 9 of the BC Utilities Commission's 2003 "Inquiry into a Heritage Contract for British 
Columbia Hydro and Power Authority's Existing Generation Resources and Regarding Stepped Rates and 
Transmission Access" requires the Commission to evaluate the program after three years. In February 
2009, the Commission established the Terms of Reference for the evaluation, specifying eight questions 
to be addressed. The evaluation also provides recommendations for changes to Special Direction HC2 
which was issued by Government in response to the Commission's 2003 report. 

The TSR Program 
The TSR applies to BC Hydro's largest industrial customers; a class that uses about one third of BC 
Hydro's total electric load. The TSR is a two-tier stepped rate, designed to incent conservation and be 
revenue neutral for the customer class and customer bill neutral at 100% of Customer Baseline Load 
(CBL). Each customer is deSignated an individual CBL based on historical usage and adjusted for annual 
energy activities. Customers are charged a lower Tier 1 rate up to 90% of CBL and a higher Tier 2 rate 
above 90% of CBL. The Tier 2 rate is set to signal BC Hydro's long-run cost of new energy supply, while 
the Tier 1 rate is calculated reSidually to maintain revenue neutrality for the customer class. The TSR 
program also has an optional Time of Use Rate and an Exempt Flat Rate which has been granted to 
specific customers. 

Evaluation of the TSR Program 

Economic Context 
During the F2007-F2009 period, the international economy experienced a remarkable downturn. This 
recession caused TSR customers to reduce production and energy usage. The analysiS of whether the 
TSR has elicited a conservation response for which it was designed, is clouded by the decreased energy 
usage caused by the recession. 

Conservation Impact 
The TSR facilitated conservation by incenting demand side management projects and encouraging 
companies to look for small savings at the operational or behavioural level. Although the recession may 
be responsible for some of the electricity savings seen since the TSR was implemented, the rate provides 
a financial conservation incentive to many industrial customers. 

Cost Shifting 
Costs have shifted from the TSR customer class to other customer classes but these costs shifts are 
either immaterial to the overall revenue generated by the class or are due to uncontrollable outside 
market events. 

Retail Access 
The TSR has not facilitated retail access from other electricity suppliers because BC Hydro is the lowest 
cost electricity provider and sourcing from other suppliers increases a firm's transactions costs and 
supply risk. 

Time-of-Use Rate 
No customers opted for the Time of Use rate because they view the rate as overly complicated and 
expect it to increase energy costs. 
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Elements Leading to Suboptimal Results 
The revenue and customer bill neutrality principles of the rate limit the financial incentive to conserve 
and the TSR does not incent energy efficiency measures which specifically decrease energy use per unit 
of output. As well, the rate structure creates inconsistent customer bills and can bias cost benefit 
analyses against large project investments. 

Other Considerations 
Within the industrial class, firms vary in the extent to which they can respond to the TSR incentives. 
Surveyed companies reported that having company energy managers and help from BC Hydro Key 
Account Managers supported their conservation response to the TSR program. 

Recommendations 
BC Hydro contracted Innovologie Inc. to survey TSR customer opinions about the program. Respondents 
resoundingly reported a preference for the TSR not to be changed. The Commission agrees that the 
current TSR structure should not be significantly altered until either economic conditions stabilize or 
general Time of Use rates, in connection with smart metering initiatives, are put forward by BC Hydro. It 
is the Commission's position that any future changes to the TSR program should be made in consultation 
with stakeholders. 

The Commission recommends the following changes to Special Direction HC2: 

1. Heritage Contract Recommendation 8: Remove the principles that the Tier l/Tier 2 split should 
be set at 90/10 and that the Tier 1 rate should be derived from the Tier 2 rate to achieve 
revenue neutrality. However, consistent with the position stated by TSR customers, the 
Commission does not support revising the TSR at this time. The Commission does support 
removing the two principles to add flexibility to the TSR program as a foundation for future 
program redesign; and 

2. Heritage Contract Recommendations 9, 10 and 13: The Commission supports the removal of 
these three Recommendations as they are now outdated. 

As well, the Commission recommends BC Hydro consider minor amendments to the program, including: 

1. Removal of the requirement for customers to enter into three year contracts for retail access; 

2. Implementation of a comprehensive sales and purchase policy to address the situation where 
customers are awarded contracts to supply energy to BC Hydro at a higher rate than the Tier 2 
price; and 

3. Development of cost-effective performance measurements for the TSR program. 

ii 
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If the TSR is revised at a future time, the Commission recommends BC Hydro consider the following: 

4. Changes to the CBL determination methodology to: 
i. account for firms with variable production; 
ii. reward energy intensity (efficiency) savings; 
iii. allow customers to select energy years; and 
iv. supplement the current CBL adjustment process with the use of customer's average 

multi-year historical energy use. 

If the above noted changes to Special Direction HC2 are accepted, the Commission recommends BC 
Hydro consider the following changes at a future time: 

5. Modification of the Tier 2/Tier 1 split from 90/10 to a level that increases the conservation 
incentive; and 

6. Modification of the calculation ofthe Tier 1 and 2 rates so conservation is not limited and costs 
are not shifted to other classes. 

iii 
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5. Has the transmission services stepped rate facilitated retail access by 
Be Hydro's transmission customers? 

6. If no retail access has occurred, why not? Are there features of the 
transmission services stepped rate design that detract from the 
attractiveness of retail access? 

The TSR has not facilitated retail access by the industrial customer class because there are costs and 
risks associated with third-party suppliers which are not associated with BC Hydro. The TSR itself 
(perhaps with the exception of current Tier 2 pricing) does not detract from the attractiveness of retail 
access. 

5-6.1 BC Hydro is the Least-Cost Supplier 
Retail access refers to the purchase of power from a supplier other than BC Hydro. Retail access 
is intended to permit customers to secure energy needs, which would otherwise be supplied by 
BC Hydro at Tier 2 rates, from alternative suppliers. BC Hydro notes that the TSR itself is not 
specifically designed to promote retail access20 and that since the rate was implemented in 
2006, no industrial customers have opted for retail access.21 

Of the industry executives interviewed for the Innovologie Report, none expressed interest in 
obtaining electricity through contracts with Independent Power Producers (lPPs) or via the open 
market. 

Generally, IPP-supplied energy is not competitively priced with the BC Hydro TSR Tier 2 rate22,23 
and most IPP power is already committed via contract to other customers.24 As well, if IPP's 
have surplus energy available to sell, it is likely on a short-term, non-firm basis, and may be 
limited to small portions of the year. Energy with these characteristics is not suitable for TSR 
customers. 

In F2009, the open market Mid-Columbia (Mid-C) hub prices ($60.81/MWh, including delivery 
charges) was lower than the Tier 2 rate ($73.60/MWh).2s,26 Actual Mid-C rates vary and reached 
an hourly maximum of $126.66/MWh during 2009. Without a fixed supply price, customers 
expose themselves to price risk. BC Hydro estimates that a fixed supply contract price would 
cost customers $64.40/MWh.27 In contrast, BC Hydro supplied TSR energy at an average rate of 
$23.8S/MWh in F2009.28 Only customers expecting firm energy needs beyond the calculated 

20 Appendix E: Be Hydro Response to Beue IR 30.2 
21 Appendix F, p. 5 
22 Appendix E: Be Hydro Response to Beue IR 30.1 
23 Appendix e, Attachment 1, p. 24 
24 Appendix e, p. 20 
25 Appendix E: Be Hydro Response to Beue IRs 8.1-8.3 
26 Appendix e, p. 20 
27 Appendix e, p. 23 
28 Appendix D, p. 19 
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CBL load (hence customers with increasing needs priced at the Tier 2 price of $73.60/MWh) 
might consider committing to retail access. 

BC Hydro Tariff Supplement No. 71 requires customers to enter into a 36 month contract with 
supplier(s)29 so customers would need confidence that their estimated future needs for what 
otherwise would be Tier 2 priced energy, would justify commitment to a three year contract. 
Especially during present economic uncertainties, no customers were willing to take such risk. 

5-6.2 Financial Risks and Transaction Costs to Access Third-party Electricity 
Even if the Mid-C or IPP price were,competitive with the TSR, there remain risks associated with 
retail access that are avoided by sourcing from BC Hydro. Retail access requires customers to 
choose a supplier from amongst many, ensure that the supplier will have sufficient energy when 
needed, and arrange and pay for transmission. These requirements increase cost and 
uncertainty, and decrease the convenience for customers to use retail suppliers. The three year 
contract requirement also poses a considerable risk. Despite other barriers to retail access, the 
Commission is ofthe opinion that the three year retail access commitment requirement should 
be reviewed. 

The combination of low supply and transaction costs from BC Hydro and price risks from market 
or IPP power make sourcing from BC Hydro the most appealing choice for industrial customers. 
It is not anticipated that under current conditions, industrial customers will opt for retail access 
iri the foreseeable future.3o 

7. Why have no customers used the Time of Use Rate? 

No customers have opted for the TOU rate because it adds complexity to the rate structure, offers low 
margins alnd presents cost risks. As well, customers must have certain operational characteristics to 
consider tou rates including: sufficient flexibility in their production process to shift load from High 
Load Hours (HLH) to Low Load Hours (LLH), or from winter to other months; sophisticated load control 
systems; and product storage ability to cover intermittent production. The necessity ot'having certain 
operational characteristics and the complexity and risks presented by the TOU rate have resulted in no 
customers choosing the TOU since it was introduced in April 2006. 

7.1 TOU Adds Complexity to an Already Complex Rate 
TIle TOU rate creates four pricing periods, each with its own CBL. While conceptually a desirable 
stlructure to incent a decrease in energy consumption in the winter when demand for electricity 
peaks, the TOU adds complexity to the CBL structure. Some industry executives comment that 
the TSR rate, without the TOU overlay, is already complex, so it can be assumed that additional 
complexity is a deterrent for customers to choose the TOU rate. 

29 BC Hydro Electric Tariff Supplement No. 71, Term 2.1 (a), p. 3 of 8 
30 Appendix E: BC Hydro Response to BCUC IR 8.2 
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Q 
BRITISH 

COLUMBIA 
The Best Place on Earth 

SHAREHOLDER'S- LETTER OF EXPECTATIONS 

BETWEEN 

THE MINISTER OF ENERGY 
(AS-REPRESENTATIVE OF THE SHAREHOLDER, 

THE GOVERNMENT OF BRITISH COLUMBIA) 

AND 

THE CHAIR OF THE BRITISH COLUMBIA HYDRO AND POWER 
AUTHORITY 

(AS REPRESENTATIVE OF BC HYDRO OR THE CORPORATION) 

FOR,2011/12 

PURPOSE 
This Letter of Expectations between the Shareholder and BC Hydro is an agreement on 
their respective roles, responsibilities and corporate mandate, including high level 
strategic priorities, public policy issues and performance expectations as documented in 
the Shareholder's Expectations Manual for British Columbia Crown Agencies 1. The 
Letter is the basis for the development of the Be Hydro's Service Plans and Annual­
Service Plan Reports, and is reviewed and updated annually. The Letter does not create 

- -
I The Province of British Columbia's Crown Agency Accountability System 
(http:/twww.qov.bc.ca/caro/publicationslindex.html) establishes guiding principles for the governance of Crown corporations. 
The Shareholder's Expectations Manual identifies roles and responsibilities for the Shareholder and CfQwn corporations, 
and provides for a Shareholder's Letter of Expectations (Letter) to be jointly developed. 

1 
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• ensure that Board appointments to BC Hydro's subsidiaries comply with Board 
Resourcing and Development Office's Best Practice Guidelines and are approved by 
Cabinet; and . 

• comply with government's requirement that lobbyists not be engaged to act on behalf of 
BC Hydro In its dealings with government. 

In addition, the Shareholder directs BC Hydro to take the following specific actions: 

• support the Shareholder's implementation of the Clean Energy Act by pursuing actions to 
meet British Columbia's energy objectives as described in the Act working in 
colfaboration with the Shareholder, and report to staff of the Ministry of Energy on 
implementation and issues arising; 

• actively pursue extra-Provincial energy trading markets and explore and identify 
opportunities to facilitate access for independent power producers to sell clean, 
renewable electricity in western North American markets; 

• provide information to the Commission in a manner that allows the Commission to 
effectively review prudency of costs incurred to implement the measures in the Clean 
Energy Act and of measures and costs to achieve self-sufficiency. . 

• continue to plan, operate and maintain the transmission system in order to: 
o ensure sustained asset health, reliability and security of the transmission system; 
o ensure that there is adequate transmission capacity available to reliably serve 

domestic and electricity trade needs, and that all eligible transmission users have 
non-discriminatory access to this capacity, subject to approval by the Commission; 

o continue to enhance open access transmission tariffs that promote private sector 
opportunities in wholesale electricity supply and facilitate direct purchase of electricity 
by large users, subject to the approval of the Commission; 

o continue to enhance wholesale transmission rates that promote maximum use of the 
transmission grid through appropriate pricing, subject to the approval of the 
Commission; 

o continue to support the Shareholder in assessing and pursuing the potential for long­
term economic expansion in the northeast region of British Columbia, and the ability to 
mitigate greenhouse gas emissions through new transmission expansions and the use 
of renewable, low-carbon electricity; and 

• capture cost and operational efficiencies when integrating with British Columbia 
Transmission Corporation. In addition, continue to pursue and implement cost saving 
measures resulting from the cost structure review as directed in the Corporation's 
Shareholders Letter of Expectations signed January 2010. 

SHAREHOLDER'S RESPONSIBILITIES 

The Shareholder is responsible for the legislative, regulatory and public policy framework in 
Which Crown corporations operate. In order to meet these responsibilities and support 
achievement of governmenfs performance expectations, ~e Shareholder will: 

• issue performance management guidelines, including guidelines for Service Plans and 
Annual Service Plan Reports (http://www.gov.bc.ca/caro/publications/index.htm/); and 

Paqe 40f7 
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BChgdro 
Richard Stout 
Chief Regulatory Officer 
Phone: (604) 623-4046 
Fax: (604) 623-4407 

March 10,2005 

Mr. Robert J. Pellatt 
Commission Secretary -
British Columbia Utilities Commission 
PO Box 250 
600 - 900 Howe Street 
Vancouver, BC V6Z 2N3 

Dear Mr. Pellatt: 

RE:. British Columbia Hydro and Power Authority ("BC Hydro") 
Transmission Service Rate Application 

Pursuant to the Utilities Commission Act, R.S.B.C. 1996, c.473, as amended and, in 
particular, to sections 58 and 61 thereof, BC Hydro hereby applies tor an order ot the 
British Columbia Utilities Commission approving the following: 

• Transmission Service Stepped Rate Schedule 1823, as a replacement for Rate 
Schedule 1821 ; 

• T;ransmission Service Time-ot-use (TOU) Rate Schedule 1825; 

• Time-ot-use Transmission Service Agreement, Electric Tariff Supplement No. 70; 

• Transmission Service Rate tor Exempt Customers Schedule 1827, as a replacement 
for Rate Schedule 1821 ; 

• Transmission Service - Standby and Maintenance Supply Schedule 1880, as 
amended; 

• Imbalance Charge for Retail Access Schedule 1890; 

• Retail Access Program Agreement, Electric Tariff Supplement No. 71; 

• Modified Demand Transmission Service Schedule 1852, as amended; and 

• Termination of Transmission Service Rate Schedules. 

The Application's scope and rationale are provided in Part 1 of this Application. Part 1 
also includes an explanation of the terms and conditions of the rate schedules and retail 
access provisions that BC Hydro is seeking approval for. 

British Columbia Hydro and Power Authority, 333 Dunsmuir Street, Vancouver Be V6B 5R3 
www.bchydro.com 

I -
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Part 2 of this Application consists of Tab A to I setting out the aforementioned rate 
schetiules, tariff supplements and amendments for which BC Hydro is seeking approval. 

All communications in this proceeding are to be directed to the undersigned to the 17th 

Floor - 333 Dunsmuir Street, Vancouver, BC V6B 5R3. For transmittals by electronic 
mail please address to regulatory.group@bchydro.com. 

Richar·CHoMeJlJt 
Chief Regulatory Officer 

Enclosure (20) 

c. Joint Industry Electricity Steering Committee 
BC Greenhouse Growers Association 
Commercial Class Energy Customers of BC 
United Flower Growers Cooperative Association 
CBT Energy 
Independent Power Association of British Columbia 
BCOAPO 
COPEU 
BC Citizens for Public Power 
FortisBC 
City of New Westminster 
University of British Columbia 
Elk Valley Coal Corporation 
British Columbia Transmission Corporation 
Leader Mining 
A. Wait 
I. Minty 
IBEW Local 258 
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1 7.0 Retail Access 

2 Per the BCUC Recommendations, BC Hydro proposes the following as its (generation) 

3 retail access model. 

-4 7.1. Interconnection Terms 

5 Figure 8. Interconnection terms 

Third party 
retail supplier's 

generating Point of 
facility Delivery (PoD) 

1 \ 

\ T 
Point of Retail access 
Receipt (poR) customer's 

plant 
6 

Be Hydro 
Transmission 
Line 

7 The interconnection points depicted in Figure 8 are used throughout the following 

8 discussion on Be Hydro's proposed Retail Access model. 

9 7.2. Third Party Retail Suppliers 

10 For the purpose of the retail access proposal, a third party retail supplier is defined to be 

11 a power marketer, an independent power producer (IPP), or a customer ~o has on-site 

12 generation. However, for a customer with on-site generation capabilities, only its excess 

13 generation, as defined by Commission Order G-38-01, can be sold to other customers 

14 under retail access. The customer may use its existing point of interconnection as the 

Be Hydro Transmission Service Rate Application - March 2005 
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1 Point of Receipt (PoR) on BC Hydro's transmission grid for the sale of retail access 

2 energy. 

3 The third party retail supplier can source the energy needed to serve the retail access 

4 customer via transactions in the wholesale market or its own physical generation. In all 

5 cases, the supplier is responsible for ensuring that the scheduled energy is delivered to 

6 BC Hydro's transmission grid at a PoR and that BC Hydro receives the proper data 

7 which verifies the quantity of energy delivered at the PoR. IPPs who are interconnected 

8 to Be Hydro's distribution grid are responsible for wheeling the energy to the 

9 transmission system using BC Hydro's RS 1268. Customers with excess on-site 

10 generation are responsible for any system upgrades as well as having a revenue-class 

11 standard meter and any related telecommunication equipment installed on their 

12 generator(s). Depending on the location of the generator's meter and the actual PoR, 

13 there may need to be energy loss adjustments made to the meter readings to reflect the 

14 deemed output at the PoR. 

15 System reinforcements may be required depending on the PoR and the quantity of 

16 energy from the third party supplier. Any such system reinforcements and the associated 

17 costs would be dealt with between the third party retail supplier and BCTC. 

18 Practically, Be Hydro considers that there are two alternatives for a third party to 

19 participate as a retail supplier: 

20 • It could use Point-to-Point transmission service under BCTC's OATT (Open Access 

21 Transmission Tariff) to deliver energy from a PoR to a Point of Delivery (PoD) at the 

22 retail access customer's interconnection to the grid; or 

23 • It could, with Be Hydro's consent, provide energy to the retail access customer via 

24 BC Hydro as an integrated network resource. 
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1 7.3. Retail Access via OAll 

2 Under OA TT, the retail access customer would arrange for transmission service from 

3 BCTC and the energy from a third party supplier. BC Hydro does not have access to 

4 information regarding what transmission capacity the customer has booked on the 

5 system nor the quantity of energy delivered. As such, under this scenario, BC Hydro is 

6 . proposing that the customer expose its full load to retail access. In the process, the retail 

7 access customer becomes a customer of BCTC and ceases to be a customer of BC 

8 Hydro. 

9 7.4. Retail Access as an Integrated Network Resource 

10 The prinCiple upon which BC Hydro will accept a third party retail supplier as an 

11 integrated network resource, for the purpose of retail access, is that the third party retail 

12 supplier must pay for all network upgrade and interconnection costs necessary for it to 

13 supply energy to a retail access customer. To the extent that this principle is inconsistent 

14 with the to-be-approved OATT, BC Hydro will file for any variances necessary with the 

15 Commission for approval to ensure that the above principle is met. 

16 Under this form of retail access, BC Hydro would treat the energy from the third party 

17 retail supplier as an integrated network resource. As such, the customer will continue to 

18 be supplied by BC Hydro. 

19 If, for any reason, the third party retail supplier's output deviates from the schedule, Be 

20 Hydro would alter its operations on a real-time basis to accommodate such deviations 

21 (whether the supplier is over- or under-supplying at a point in time when compared to the 

22 schedule). The rate for providing this load imbalance service is set out in the proposed 

23 RS1890 (see Tab F). A discussion of the imbalance charge is in Section 7.5. 

24 Under BC Hydro's retail access proposal, BC Hydro will invoice the customer for the 

25 customer's actual load less the scheduled loss-adjusted load supplied by the third party 

26 retaiil supplier. Any imbalance charges as a result of the output variations by the third 
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1 party retail supplier will also be billed to the customer (as a separate line item on its 

2 monthly invoice). Be Hydro considers that any supply or credit risk issues associated 

3 with the third party supply should be addressed between the customer and the supplier. 

4 Be Hydro will continue to apply the transmission demand charge to the customer's full 

5 load. This is consistent with other customers who are being served by Be Hydro with its 

6 integrated network resources. 

7 7.5. Imbalance Charge 

8 The real-time price of electricity in the wholesale market varies within a day, and across 

9 months. This price variation is dependent on load requirements and supply availability at 

10 the time. The wholesale market prices typically reflect both Be Hydro's and the third 

11 party retail supplier's short-term opportunity costs . 

. 12 While wholesale market prices change on a real-time basis, the energy prices of the 

13 Stepped Rate apply to all energy consumed by the customer throughout the year, 

14 irrespective of the timing of the consumption. As a result, third party retail suppliers may 

15 be able to arbitrage between the wholesale market and retail access under the Stepped 

16 Rate, by selling into the wholesale market when wholesale prices are higher than the 

17 Stepped Rate, and vice versa. 

18 If a supplier did benefit from arbitraging between the wholesale market and its retail 

19 access contract, Be Hydro would then be responsible for serving more of the customer's 

20 energy reqUirements during high priced times in the wholesale market (when Be Hydro's 

21 opportunity cost is high) and less during low priced times (when Be Hydro's opportunity 

22 cost is low). In such a case, there would be a shift of costs to Be Hydro's non-

23 participating customers, resulting in financial harm to non-participants. 

24 To avoid this potential shift of costs to other customers, Be Hydro proposes that the 

25 customer provide an output schedule for its third party supplier. Any variances from this 

26 schedule would be subject to an imbalance charge that is reflective of Be Hydro's 
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1 opportunity cost. As the imbalance energy is provided on a real-time basis, BC Hydro 

2 bel,ieves that the Energy Imbalance Price as proposed by BCTC's Rate Schedule 106 

3 (Energy Imbalance Service) is a reasonable and transparent proxy of its short-term 

4 opportunity cost. 

5 However, due to complexity of the pricing structure of the proposed BCTC Energy. 

6 Imbalance Price (i.e., one set of prices for small quantities of imbalance 'energy, which 

7 changes to a buy I sell structure if the deemed quantity is exceeded), BC Hydro is 

8 proposing that the TOU energy rate be its imbalance charge under retail access. The 

9 TOU charge has varying price levels by month and by daily HLH I LLH time periods. 

10 7.6. Shape and Output Schedule from Third Party Retail Supplier 

11 As mentioned above, the TOU energy prices vary across months and between the HLH 

12 and LLH periods within a day. Based on this definition as its near-term opportunity cost, 

13 BC Hydro will require the customer to provide an output schedule for its third party 

14 supplier containing a fixed quantity of energy for each pricing period in a three-year 

15 timeframe. Pricing periods are defined as the non-winter billing months and the HLH and 

16 LLH p'eriods of the winter billing months (for a total of 16 pricing periods per year). 

17 The output schedule forms part of the customer's ~etail Access Program Agreement. To 

18 minimize arbitrage and for planning purposes, BC Hydro proposes that for each three 

19 year schedule in the Retail Access Program Agreement, the maximum total monthly 

20 scheduled output should be no greater than 120% of the minimum total monthly 

21 scheduled output. 

22 With 1 year's notice, the customer may provide an updated output schedule for a three-

23 year period going forward. The ratio of the maximum monthly energy output to the 

24 minimum monthly output would be applied to the new three-year schedule. In effect, the 

25 customer is ·committed to its schedule for one year with the remaining two years being 

26 an indicative schedule. 
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1 Changes to the schedule are applied on a Billing Year basis (April to March billing 

2 periods). Upon receipt of the 1 year's notice from the customer, the changes to the 

3 schedule will be applied to the Billing Year following the end date of the 1 year's notice. 

4 For each pricing period, any aggregate deviations in output from the schedule (at the 

5 PoD) would be subject to the imbalance charge. 

6 If the actual cumulative energy delivered by the third party retail supplier deviates 

7 Significantly from its schedule, there may be additional costs borne by Be Hydro. BC 

8 Hydro can mitigate somewhat the volume risk on the up-side (when there is over-supply 

9 . of retail access energy) by reducing the pricing incentive within the imbalance charge. 

10 This is discussed in more detail in Section 7.7. 

11 For significant shortfalls from the supplier, there may be additional costs borne by BC 

12 Hydro for the incremental energy that is not sufficiently covered by the imbalance 

13 charge. However at the moment BC Hydro is unclear as to what additional costs may 

14 arise and the significance of these costs. 

15 The net energy imbalance produced by third party retail suppliers mayor may not be of 

16 a significant quantity. As such the volume risk may only be a minor issue. Therefore, BC 

17 Hydro proposes that the volume risk of imbalance energy be one of the items to be 

18 covered in its Evaluation Report22
• 

19 7.7. Retail Access under the Stepped Rate and the TOU Rate 

20 BC Hydro proposes to bill the customer, per RS1823 or RS1825, whichever is 

21 applicable, for energy consumed from BC Hydro as the difference between its actual 

22 consumption, per revenue meter readings, and the scheduled output from the third party 

23 retail supplier. On the same invoice, BC Hydro will also bill the customer for any 

24 imbalance charges as a result of output deviations from the scheduled retail access 

22 The evaluation report as directed by the Government in HSD #2 - BeUe Recommendation #9 
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1 energy (see Tab F). Both actual and scheduled output from the third party retail supplier 

2 are adjusted for energy losses to determine the deemed amounts at the PoD. The 

3 energy rates used for the imbalance charge are based on the TOU Tier 2 energy prices. 

4 However, if the actual cumulative imbalance energy (actual energy output Jess 

5 scheduled energy at PoD) for a pricing period is more than 10% of the scheduled retail 

6 access energy, then the excess imbalance energy beyond the 10% will only be credited 

7 at the TOl) Tier 1 rate for the pricing period because of volume risk concerns due to over 

8 supply as discussed in Section 7.6. 

9 7.8. loss Adjustment 

10 A loss adjustment is required to reflect transmission losses when energy moves through 

11 BC Hydro's transmission grid. Based on BCTC's Rate Schedule 110, a loss-adjustment 

12 factor of. 6.28% will be applied to the energy between the PoR and the PoD. BC Hydro 

13 proposes that, for simplicity purposes, this energy loss-adjustment factor be applied to 

14 all retail access-related generation irrespective of the location of the PoR , where the 

15 third party retail supplier is interconnected, or the PoD site, where the retail access 

16 customer is interconnected. 

17 For example, if 5 MWh were supplied at the PoR, then the loss adjusted energy deemed 

18 at the PoD would be 5 MWh * (1 - 0.0628) = 4.686 MWh. 

19 7.9. eBl Modification Under Retail Access 

20 Adjustments to the customer's CBl for retail access are proposed to be treated in a 

21 similar manner to customer-funded demand-side management projects. The quantity of 

22 retail access energy for the purposes of CBl adjustments is defined as net scheduled 

23 output at the PoD. Variations from schedule are dealt with through an imbalance charge 

24 and are not part of the CBl adjustment process. This will maintain the marginal pricing 

25 incentives for the customers who participate in retail access. 
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1 7.10. Retail Access Program Rules 

2 From a planning perspective, it is desirable to have resources that can be counted on for 

3 a relatively longer duration in time. In addition, to fully assess the impact of retail access 

4 and its long-term viability, participation by the customer would also need to be of 

5 sufficient duration. As such, BC Hydro proposes that when a customer participates in 

6 retail access, the customer shall stay on retail access for a minimum of three years. In 

7 addition, for planning purposes, a return to BC Hydro service would require a minimum 1 

8 year's notice. 

9 The terms for exit from the retail access program are provided in the Retail Access 

10 Program Agreement (see Tab G). 
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1 9.0 Implementation 

2 9.1. Implementation Date 

3 BC Hydro proposes that RS1821 customers be on the Stepped Rate, the TaU Rate or 

4 on the Exempt Rate on the start of the customer billing period that starts closest to 

·5 April 1, 2006. 

6 9.2. CBl Determination 

7 BC Hydro proposes to use the data from the 12 billing periods starting with the billing 

8 period that starts closest to January 1, 2005 to establish the initial CBls. This will 

9 provide a three-month period (January 1, 2006 to March 31, 2006) to analyze the 2005 

10 data, make any necessary adjustments to the metered data, and submit and obtain 

11 Commission approval of the initial CBls prior to the implementation of the Stepped Rate, 

12 which starts with the billing period closest to April 1, 2006. 

13 Customers wishing to have their CBls aggregated should inform BC Hydro by 

14 February 15, 2006. 

15 All initial CBl's for the Stepped Rate and TOU Rate will be sent to the Commission for 

16 approval by March 15, 2006. 

17 Any subsequent CBl adjustments will also be sent to the Commission for approval. 

18 A customer may raise any disagreement with respect to its CBl with the Commission. In 

19 the event that approval is not provided in time to bill, then BC Hydro will use the filed 

20 CBl for billing purposes and make any required billing adjustments, once approval has 

21 been granted, if the CBl approved by the Commission varies from that filed. 

22 9.3. Stepped Rate and TOU Rate Option Choice 

23 Customers on the Stepped Rate wishing to subscribe to the TaU Rate option must notify 

24 BC Hydro by February 15th and sign a TaU supplemental agreement by March 15th in 
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1 each year. Customers on TOU can go back onto the Stepped Rate after a ~year 

2 minimum contract term and must provide BC Hydro with 1 year's notice of their intention 

3 to terminate their TOU agreement. 

4 9.4. Retail Access 

5 Customers may elect retail access effective on the start of the customer billing period 

6 that starts closest to April 151 if notice is provided to BC Hydro no later than February 

7 15th, and if a signed retail access program agreement is provided by March 15th
: 

8 The Retail Access Program Agreement is included in Tab G of this Application. 

9 TOI keep the administration simple, BC Hydro is proposing the following: 

10 • There is no minimum or maximum load required to be served under retail access; 

11 • The customer can elect to have more than one supplier serve its retail access load; 

12 and 

13 • Similarly a single third party retail supplier can serve more than one retail access 

14 customer. 
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Electric Tariff Supplement No. 71 

RETAIL ACCESS PROGRAM AGREEMENT 

THIS RETAIL ACCESS PROGRAM A<3REEMENT is referred to as the "Agreement" and 
is made to be effective on the __ day of 20o_, ' 

BETWEEN: 

,AND: 

WHEREAS 

BRITISH COLUMBIA HYDRO AND POWER AUTHORITY, 
a body corporate with its' head office at 333 Dunsmuir 
Street, Vancouver, British Columbia 

("B.C. Hydro") 

(lithe Customer") 

A. B.C. Hydro is supplying or will supply Electricity to the 'Customer pursuant to an 
Electricity Supply Agreement (the "ESN) between B.C. Hydro and the Customer 
dated ' 

B. The Customer wishes to take Electricity supply for a portion of Its Electricity 
requirement from third party retail supplier(s). . 

NOW THEREFORE, THIS AGREEMENT WITNESSES that the parties agree as follows: 
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1. INTERPRETATION 

1.1 Definitions 

(a) 

(b) 

(c) 

(d) 

(e) 

(f) 

(g) 

"Billing Year" means the 12 billing month period starting with the first day 
of the Billing Period which commences nearest to April 1 at each year, and 
ending on the last day of the 12t1t Billing Period thereafter; 

"Billing Period" meahs a period of 27 to 35 consecutive days as more fully 
defined in the ESA. 

"Gross Scheduled Outpl!f'.means, for any Third Party Retail Supplier; the 
amount of Electricity (KW.h) which that Third Party Retail Supplier has 
contracted to supply the Customer at the Point of Receipt as specified In 
Appendix 1. 

"Gross Actual Output" means the metered output (KW.h) at the Point of 
Receipt, or (if the output is not metered at the Point of Receipt or such 
information is not available) the output as confirmed by data provided by 
the British Columbia Transmission Corporation, supplied by the Third 
Party. Retail Supplier to serve the Customer at the Point of Receipt. 

"Net Scheduled Output" means the product (KW.h) of the Gross 
Scheduled Output times (100% minus the Energy Loss Adjustment 
Factor, as set forth in RatE;! Schedule 1823 or 1825, whichever is 
applicable) .. 

"Net Actual Output" means the product (KW.h) of the Gross Actual 
Output times (100% minus the Energy Loss Adjustment Factor, as set 
forth in Rate Schedule 1823 or 1825, whichever is applicable). 

"Point of Receipt" means the point at which a Third Party Retail Supplier 
has contracted to deliver Electricity into the BC Hydro transmission 
system to serve the Customer as specified in section 3.1. 
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- -
-(h) «Third Party Retail Supplier' means a power marketer, independent 

power producer, or an eXisting BC Hydro customer who has excess 
-generation (as defined by the British Columbia Utlilities Commission 
Order G-38-01), who has contracted.to supply Electricity to the Customer. 
and who is listed in section 3.1 of this Agreement. 

1.2 Interpretation 

2. 

This Agreement is supplemental to the ESA Except as specifically modified by 
this A~r~ement the ESA shall continue in full force and effect, and shall govern 
the supply of Electricity to the Customer. Any terms used in this agreement, and 
not otherwise defined herein, shall have the -same meaning as in the ESA, and 
(without limitation) the provisions of the ESA relating to metering, billing andthe 

_ provision of notices, shall -apply to anything done or to be done under this 
~~~ -

TERM -

2.1 Term of Agreement 

(a) This ~reement shall be in force for an initial term ("Initial Term") of three 
Billing Years commencing from the start of the Billing Yeqr commencing 
nearest April 1 , 20_ and, unless terminatec! at the end of the Initial T~rm 
in accordance with section 2. 1 (b), shall extend indefinitely on a Billing 
Year by Billing Year basis, until terminated at the end of any Billing Year 
in accordance with section 2.1 (b). 

(b) Either party may terminate this Agreement at the end of the Initial Term, 
or at the end of any subsequent Billing Year, by giving the other party not 
less than one. year's notice of termination. 

3, THIRD PARTY RETAIL SUPPLlER(S} 

3.1 List of Third Party Retail Supplier(s) 

The following is a list of Third Party Retail Supplier{s) under contract with the Customer 
to provide Electricity for a portion of the Customer's Electricity requirement under Retail 
Access: " 

Third Party Retail Supplier #1: _______________ _ 

Point of Receipt: ___________________ _ 

.~". 
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Third Party Retail Supplier #2: _____ -,--________ _ 

Point of Receipt: _____ ......;..--,-____________ _ 

[Other Third Party Retail Suppliers to be listed if applicable] 

4. THIRD PARTY RETAIL SUPPLIER SCHEDULED OUTPUT 

4.1 Quantity of Sc.heduled Output 

The Gross Scheduled Output for each Third Party Retail Supplier listed in section 
3.1 is set forth In Appendix 1 forming part of this Agreement. The Customer 
acknowledges that the information in Appendix 1 has been supplied by the 
Customer and that BC Hydro is relying on this information, and the Customer 
warrants that the information relating to each such Third Party Retail Supplier is 

. correct.· '. 

4.2 Range of Scheduled Output Quantity 

For each output schedule as set forth in Appendix 1, the highest entry in the 
"Total ~ross Scheduled Energy" column may not in any case be greater than 
120% of the lowest entry In that column. 

4.3 Change of Scheduled Output 

The Customer shall have the right, at the end of any Billing ¥ear during the term 
of this Agreement, to substitute a revised three-year output schedule containing 
the information required by Appendix 1 for a further three-year period from the 
start of the next Billing Year. The Customer must in each case give BC Hydro not 
less than one years written notice of its intention to substitute a revised output 
schedule. Provided the revised output schedule complies with the scheduled 
output range limitation specified in section 4.2, the revised output schedule shall 
be substituted for the then existing Appendix 1 and shaU form part of this 
Agreement. The Customer warrants that any information contained in a 
substituted Appendix 1 will be correct as of the date the substituted Appendix 1 
takes effect. 
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This Agreement is subject to the terms of Rate Schedule 1890 - Energy 
Imbalance. Any energy imbalance charges or credits to which the customer is 
subject will be applied in accordance with Rate Schedule 1890. 

6. CONFIDENTIALITY 

The terms of this Agreement, and any information provided by one Party to the 
other Party under this Agreement, will be kept confidential by the Parties, except 
to the extent that: (i) release or disclosure is necessary to enable a Party to fulfill 
its obligations under this Agreement, (ii) information. is already in the public 
domain or enters the public domain other than through actions of the Party 
disclosing the. information, (iii) release or disclosure is consented to by the other 
Party, (iv) release or disclosure is required by applicable laws, rules or 
regulations. The Customer acknowledges that BC Hydro is subject to tre 
Freedom of Information and Protection of Privacy Act (British Columbia) and that 
BC Hydro's non-disclosure obligations under this Agreement may be subject to 
the provisions of that Act. 
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IN WITNESS WHEREOF the p~rties hereto have -signed this Retail Access Program 

Agreement as of the date first above written. 

BRITISH COLUMBIA HYDRO _ AND POWER 

AUTHORITY 

-By: ________________________ __ 

Name: ____________ ~ ____________ _ 

Title: _____________________ _ 

Customer _____________ _ 

By: _____________________ _ 

Name: _______________________ _ 

Title: _________________ _ 
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Gross Sch~duled Outputfor Third Party Retail Supplier #1: 

Year / Scheduled LLH 

Energy (kWh) 

January 2007 

February 2007 

December 2007 

January 2008 

Total Gross 

Scheduled Energy 

(kWh) 
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March 2008 

November 2008 

2008 

January 2009 

March 2009 

BC Hydro 
Electric Tariff 
Supplement No. 71 
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SCHEDULE 1890 - TRANSMISSION SERVICE - ENERGY IMBALANCE 

Availability: For Customers supplied with Electricity under Schedule 1823 and 1825 who 
have entered into a Retail Access Program Agreement, which is In effect, 
subject to the Special Conditions below. 

Applicable in: Hate Zone I excluding the Districts of Kingsgate-Yahk and Lardeau-Shutly 
BeM~ , 

Energy Charge Whiter Months 
f Credit: 

, The Energy Charge I Credit is the sum of 0) the HLH Energy Imbalance Price 
times the HLH Incremental Energy, and (ii) the LLH Energy Imbalance Price 
times the LLH Incremental Energy'. 

Remaining Months 

The Energy Charge f Credit is the Energy Imbalance Price times the 
Incremental Energy. 

The Energy Charge I Credit is a charge to the Customer if the sum is greater 
than zero, and a credit to the Customer if the sum is less than zero. 

, Winter months are the 4 Billing Perlbds starting with the first day of the Billing 
Period, which commences nearest to November 1st each year, and ending on 
the 'last day of the 4111 Billing Period thereafter. Remaining 'months are Billing 
Periods that are not within the Winter months. 

Incremental Energy means: 

An arnount of energy equal to the Net Scheduled Output in a Billing Period 
minus ~he Net Actual Output in that BIlling Period. For the Winter Months, this 
calculation is done separately for the HLH and LLH periods within a Billing 
Period. 

Incremental Energy may, for each Billing Period, and, where applicable, for 
the HLH and LLH in a Billing Period, have a value greater than or less than 
zero. The terms Net Scheduled Output and the Net Actual Output are as 
defined in the Retail Access Program Agreement 

ACCEPTED: MAY 30 2008' 
ORDER NO. G 1 3'0 W 

COMMISSION SECRETARY 
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Energy 
Imbalance 
Price: 

Special 
Conditions: 

Note: . 

Pricing Period 
Mar to Apr 
May to June 

. July to Oct 
Nov to Feb 

Tier 1 Price (¢ / kW.h) 
3.108 
3.10B 
3.108 
3.108 

Be Hydro 
Rate Schedules 

Effective: 01 May 2011 
Sixth Revision of Page 62 

Tier 2 Price (¢ I kW.h) 
7.269 
6.629 
7.269 

8.213 7.443 
(HLH) (LLH) 

Pricing Period as used in the table above means (i) for the Winter months, the 
HLH or LLH as applicable, and (iI) for the Remaining months, all hours in the 
Billing Period. 

Where the Incremental Energy is a positive number, the Energy Imbalance 
Price is the Tier 2 Price, for the respective Pricing Period. 

Where the Incremental Energy is a negative number, for Incremental Energy 
between 0% and -10% of the Net Scheduled Output, the Energy Imbalance 
Price is the Tier 2 Price for the respective Pricing Period. For Incremental 
Energy less thi3n -10% of the Net Scheduled Output, the Energy Imbalance 
price Is the Tier 1 Price. 

The HLH period is defined as the hours from 06:00 to 22:00 Monday to 
Saturday, except for Statutory Holidays. The LLH period is defined as all other 
hours. . 

Statutory Holidays for the purpose of this Schedule are New Years Day, Good 
Friday, Victoria Day, Canada Day, B.C. Day, Labour Day, Thanksgiving Day, 
Remembrance Day, and Christmas Day. 

1. .If the Customer's metered consumption In any SWing Period is less than 
the aggregate Net Actual Output of all Third Party Retail Suppliers listed 
in Appendix 1 to the Customer's Retail Access Program Agreement 
during that Billing Period, no Energy Imbalance charge is payable for that 
Billing Period. For the Winter Months, this determination is done 
separately for the HLH and LLH periods within a Billing Period. 

2. Energy Imbalance service under this Schedule is available for Retail 
Access energy delivered by SCTC provided that the Customer authorizes 
SCTC to provide the hourly energy schedule booked with BCTC to 
BC Hydro, for billing purposes. 

The terms and conditions under which transmission serVice is supplied are 
contained in Electric Tariff Supplements 5 and 6. 

ACCEPTED: __ M_a_Y_1_8_, 2_0_1_1 ___ _ 

ORDERNO. __ ~G~·7~2~-~11L-____ __ 
ACTING· COMMISSION SECRETARY 
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Rate Rider: 

. Interim 
Increase: 

Be Hydro 
Rate Schedules 

Effective: 01 May 2011 
Ninth Revision of Page 63 

The rates contained herein are exclusive of the Goods and Services tax and 
the Social Services tax. 

The Deferral Account Rate Rider as set out in Rate Schedule 1901 applies to 
all charges payable under this Rate Schedule. before taxes and levies. 

Effective May 1, 2011 the Rates and Minimum Charge under these schedules 
include an Increase of 8% before rounding. approved by BCUC Order 
No. G-72-11. 

ACCEPTED: __ M_a_Y_1_8_, 2_0_1_1 ___ _ 

ORDER NO._.--:.G~-.uZ2...:-=..l1!..-____ _ 
ACTING COMMISSION SECRETARY 
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Be Hydro 
Rate Schedules 

Effective: 01 May 2011 
Seventh Revision of Page 45 

SCHEDULE 1823 - TRANSMISSION SERVICE - STEPPED RATE 

Availability: 

Applicable in: 

Billing Year: 

For all purposes. Supply is at 60,000 volts or higher. Customers being supplied 
with ~Iectrlcity under Schedule 1825 (Transmission Service Tlme-of-use) may 
only re~ert to service under this Schedu~e as permitted under. Schedule 1825. 

Rate Zone 1 excluding the Districts of Kingsgate-Yahk and Lardeau-Shutty 
Bench. 

Demand Charge: $6.027 per kV.A of Billing Demand per Billing Period. 

Plus 

Energy Chawe: 

A. For new Customers and Customers that do not have a CBL by Order of the 
British Columbia Utillties Commission: 

3.533 ¢ per kW.h for all'kW.h per Billing Period 

this rate will apply until the Customer has been supplied with Electricity 
under this Schedule for 12 Billing Periods or other period with the approval 
of the British Columbia Utilities Commission, after which the Customer will 
be supplied with Electricity at the Rate specified in Part B below. 

B. For Customers with a CBL: 

3.108 ¢ per kW.h applied to all kW.h up to and including 90% of the. 
Customer's CBL in each Billing Year. 

7.360¢ per kW.h applied to all kW.h above 90% of the Customer's CBL In 
each Billing Year. 

Note: Customers previously supplied with electricity under Schedule 1825 will be 
subject to the rates In Part B above from the time the Customer commences 
taking service under this Schedule. 

The Billing Year Is the 12 billing month period starting 'with the first day of the 
Billing Period which commences nearest to April 1st In each year, and ending on 
the last day of the 12th Billing Period thereafter. 

ACCEPTED: __ M_a_y_l_B_,_20_1_1 ___ _ 

ORDER NO._--'G"--L..;72 .... -..=.l=-l _____ _ 
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Billing 
Demand: 

Monthly 
Minimum 
Charge: 

Customer 
Baseline 
Load: 

Aggregation of 
Customer 
Baseline 
Load: 

The Demand for billing purposes shall ,be: 

Be Hydro 
Rate Schedules 

, Effective: 01 May 2011 
Fifth Revision of Page 46 

1. the highest kV.A Demand during the High Load Hours (HLH) in the Billing 
Period; or 

2. 75% of the highest Billing Demand for the Customers Plant in the 
immediately preceding period of November to February, both months 
included; or 

3. 50% of the Contract Demand stated in the Electricity Supply Agreement for 
the Customer's Plant, 

whichever is the highest value, provided that for new Customers the Billing 
Dem~nd for the initial 2 Billing Periods shall be the average of the daily highest 
kV.A Demands for the Customer's Plant. 

The HLH period is defined as the ho·urs from 06:00 to 22:00 Monday to 
Saturday, except for statutory Holidays. 

The LLH peri?d is defined as all other hours. 

Statutory Holidays for the purpose of thIs Schedule are New Years Day, Good 
Friday, Victoria Day, Canada Day, B.C, Day, Labour Day, Thanksgiving Day, 
Remembrance' Day and Christmas Day. 

$6.027 per kV.A of Billing Demand 

The Customer Baseline Load (CBL) is the Customers historic annual energy 
consumption in kW.h as approved by the British Columbia UtiHties 
Commission. The Customer's CBL will initially be determined by BC Hydro, 
and be subject to revision from time to time, in accordance with the criteria and 
procedures set forth in BC Hydro's "Customer Baseline Load (CBL) 
Determination Guidelines". All CBLs will be subject to final approval of the 
British Columbia Utilities Commission. 

A Customer having two or more operating plants may elect to have a single 
aggregated CBL determined for all or any combination of its operating plants in 
accordance with the CBL Determination Guidelines. Thereafter, BC Hydro will 
issue a single bill for all operating plants Included in the aggregation, and the 
energy charge payable will be determined on the basis of the aggregated CBL. 
However, the Demand Charge will continue to be determined separately for 
each operating plant. 

ACCEPTEO: __ M_a_y_l_8,_2_0_1_1 ___ _ 

ORDER NO._---"G~-7u2 ... -1""'1=__ ____ _ 
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Energy 
Determination 
under Retail' 
Access: 

Special 
Conditions; 

Rate Rider: 

Interim 
Increase: 

Be Hydro 
Rate Schedules 

Effective: 01 May 2011 
Ninth Revision of Page 47 

If the Customer has entered Into a Retail Access Program Agreement that is in 
effect, 'the quantity of Schedule 1823 energy Is ~efined as the total metered kW.h 
consumption of the Customer's Plant less the Net Scheduled Output. The Net 
Scheduled Output is the Gross Scheduled Output adjusted by the Energy Loss 
Adjustment Factor of 6.28%. The Net Scheduled Output and Gross Scheduled 
Output are as defined in the Retail Access Program Agreement. If the Net ' 
Scheduled Output Is greater than the total metered kW.h consumption of the 
Customer's Plant, then the quantity of Schedule 1823 energy Is zero. 

The following Special ConditIons are applicable to this Schedule: 

1. If any initial, revised, or aggregate' CBL for a Customer has not been 
determined by BC Hydro and approved by BritIsh Columbia Utilities 
CommissIon by the time the CBL would become effective, BC Hydro may 
determine the CBL on an interim basis, and apply the CBL so determined for 
purposes of any Billing Periods and bills rendered to the Customer until such 
time as the CBl has been finally determined and approv4?d by the BritIsh 
Columbia Utilities Commission, whereupon BC Hydro will make any 
necess'ary billing adjustments. 

2. If a Customer taking service at the rates In Part B of the Energy Charge rate 
section above terminates servIce under thIs Schedule prior to the end of a 
Billing Year. the Customer's CBl or aggregate CBL will be prorated for the 
portion of the Billing Year during which the Customer was t~king service, and 
the prorated CBL or aggregate CBL will be used for purposes of applyIng the 
rates In Part B to all electricity consumption during the Billing Year up to the 
tIme of termination. BC Hydro will make any necessary billing adjustments and 
bill the Customer for the difference (If any) owing. 

The rates and minImum charge contained herein are exclusive ofthe Goods and 
Services tax and Social Services tax. 

The terms and conditions under which transmission service Is su'pplied are 
contained in ElectrIc Tariff Supplements 5 and 6. 

The Deferral Account Rate Rider as set out in Rate Schedule 1901 applies to all 
charges payable under this Rate Schedule, before taxes and levies. 

Effective May 1, 2011 the Rates and MinImum Charge under these schedules 
include an increase of 8% before rounding. approved by BCUC Order 
No. G-72-11. 

ACCEPTEO: ____ M_a_y_l_B_,_20_1_1 ______ __ 

ORDER NO._--'G""'-""'72 .... -""l1=--________ __ 
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Stakeholder Consultation 

Stakeholder Consultation 

BC Hydro conducted two formal consultations in the course of its review of the Retail 

Access Program, one on July 14, 2011 with the Association of Major Power 

Customers (AMPC), and a further session on August 25, 2011 to which the 

customers and stakeholders listed in Table 1 below were invited, and many of whom 

attended: 

Table 1 August 25, 2011 Workshop Invitees 

August 25 Retail Access Workshop 
Invited Attended 

Acre No 
Ainsworth No 
Air Liquide No 
AltaGas No 
AMPC Yes 
Apache No 
ATCO No 
BCOAPO No 
BCSEA No 
BCUC Staff Yes 
Brookfield No 
Canexus No 
Canfor No 
Cargill No 
Catalyst Paper Yes (online) 
ChemTrade No 
Chevron No 
Commercial Energy Consumers (CEC) Yes 
EnCana Yes 
Epcor No 
FortisBC No 
LaFarge No 
Maxim Power No 
Metro Vancouver Yes 
Morgan Stanley Yes 
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Stakeholder Consultation 

August 25 Retail Access Workshop 
Invited Attended 

Pacific Western Energy Yes 
Shell Canada Yes 
Teck Resources Yes 
Toyota No 
TransAlta Yes (online) 
TransCanada Yes 
West Fraser Yes (online) 
Westshore Terminals No 
Willis Energy Yes 

The consultation materials for the July 14 and August 25 sessions are included in 

this attachment. 

Summary of the July 14 Consultation with AMPC 

About 15 people attended this workshop including representatives from various 

AMPC member companies along with individuals providing legal and consulting 

services to AMPC. Representatives from BC Hydro explained the structure of the 

existing Retail Access Program and described BC Hydro’s then-current thinking on 

changes to the program. Generally, AMPC attendees questioned why BC Hydro 

could not implement retail access under the existing program framework. AMPC 

attendees also questioned how retail access would interact with customer site 

aggregation1 and how BC Hydro would treat energy imbalances in the event of a 

sustained drop in customer load. 

Summary of the August 25 Consultation with a Broader Group of 
Stakeholders 

Since many attendees were non-industrial customers, BC Hydro’s approach at this 

consultation session was to first provide more historical background and give 

                                                 

1  RS 1823 customers with two or more operating plants can aggregate their plants for the purposes of 

determining a CBL. For more information refer to section 5.0 of Tariff Supplement No. 74 (the CBL 
Determination Guidelines) and the RS 1823 rate schedule. 
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Stakeholder Consultation 

participants a higher level overview of retail access in the province. Generally, 

attendees from AMPC expressed the view that BC Hydro should conduct a “pilot 

program” to gain experience within the existing retail access structure. Generally, 

third party marketers emphasized that import transmission into B.C. is constrained. 

As a result, these attendees felt that customers would be precluded from accessing 

external markets if retail access energy was required to be imported using firm 

transmission. 

Some examples of discussion points raised during the session include: 

 the interaction between OATT charges and customer demand charges billed on 

RS 1823. 

 whether the Retail Access Program was originally created to facilitate 

purchases from IPPs as opposed to the market. 

 whether customers should be allowed to purchase more retail access energy 

during periods of lower market prices (low load hour periods for example) and 

less during periods of higher market prices (high load hour periods for 

example). 

In addition to the formal consultation sessions on July 14, 2011 and 

August 25, 2011, BC Hydro also: 

 outlined potential retail access issues in a February 10, 2011 meeting with 

AMPC regarding the TSR stepped rate. 

 met with a customer on March 12, 2011 regarding their potential interest in the 

Retail Access Program. 

 consulted with BCUC staff on November 22, 2011 regarding, among other 

things, this application. 

 advised the customers and stakeholders listed in Table 1, by email, of its 

intention to apply to suspend the Retail Access Program. 
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BRITISH COLUMBIA  


UTIL IT IES COMMISSION  
 
 
 ORDER  
 NUMBER  G-    
 


 
IN THE MATTER OF 


the Utilities Commission Act, R.S.B.C. 1996, Chapter 473 
 


and 
 


Application by British Columbia Hydro and Power Authority (BC Hydro) 
regarding the Retail Access Program 


 


BEFORE:                            


                          , 20   
 


ORDER 
 


WHEREAS: 


A. BC Hydro filed an application in March 2005 regarding, among other things, its Retail Access Program; 


B. The Retail Access Program was approved by BCUC Order No. G 79 05 and is reflected in the following 
BC Hydro tariff documents: 


 Tariff Supplement No. 71; 


 Rate Schedule 1890; 


 certain Retail Access Program provisions in: 


o Rate Schedule 1823; 


o Rate Schedule 1825; 


o Tariff Supplement No. 74; 


collectively referred to as the Retail Access Tariff; 


C. On December 23, 2011 BC Hydro filed an application seeking to suspend the Retail Access Tariff (the 
Application); the application was copied to BC Hydro’s transmission service rate customers; BCOAPO, 
AMPC, CEC, BCSEA, CEBC, COPE, Morgan Stanley, TransCanada and FortisBC; 


D. The Application states, among other things, that; 


Attachment A


Page 1 of 2


Application to Suspend Retail Access Program







 
 
 
 
 
 
 
 
 
 


2 
 
 


 
BRITISH COLUMBIA  


UTIL IT IES COMMISSION  
 
 
 ORDER  
 NUMBER  G-    
 


 the Retail Access Tariff was intended to, but does not, effect the Retail Access Program; 


 amending the Retail Access Tariff so that it does effect the Retail Access Program is not trivial; 


 a hearing into an application into a Retail Access Tariff that did effect the Retail Access Program would 
not be trivial; 


 there is little likelihood that customers would avail themselves of the Retail Access Program, even if it 
was effected by a properly crafted Retail Access Tariff; 


 the Province has indicated its support for the suspension of the Retail Access Program, pending a review 
of industrial rate policy; 


E. [further recitals re. process] 


 
NOW THEREFORE the Commission orders as follows: 


1. The Retail Access Tariff is suspended; 


2. BC Hydro shall in due course file with the Commission copies of Rate Schedule 1823, Rate Schedule 1825 
and Tariff Supplement No. 74 reflecting paragraph 1. above; 


3. BC Hydro shall, on or before December 31, 2012, file a report with the Commission, copied to participants 
in this proceeding, that addresses any provincial energy policy developments that bear on retail access, as 
that expression is used in the Application. 


 
DATED at the City of Vancouver, in the Province of British Columbia, this         day of                  , 20  . 


 BY ORDER 
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