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Introduction

Pursuant to British Columbia Utilities Commission (the “Commission”) Order No. G-127-06,
Appendix 1 (Appendix 1), BCTC is to convene an annual Network Economy Meeting to
discuss, on a “without prejudice” basis, issues arising with respect to the use of Network
Economy. The first annual meeting was to take place one year after implementation of the
revised Network Economy provisions and no later than June 1, 2008. No issue with
respect to the use of Network Economy had arisen and, with approval of the Commission,
the meeting was not held.

On April 6, 2009, BCTC solicited input from customers for agenda items for the 2009
annual Network Economy Meeting. BCTC received only one comment. The customer
advised that it would attend the meeting if it were held and if there is insufficient interest
from other customers and the annual meeting is suspended, BCTC should issue a report
including the monthly and annual Network Economy statistics along with dialogue and
explanations. On May 5, 2009, BCTC issued a second bulletin seeking further customer
comment on its intention to seek permission from the Commission to post an annual
Network Economy report by May 29, 2009 in lieu of holding a meeting. No comments were

received as a result of the second bulletin.

On May 14, 2009, BCTC submitted a request to the Commission to not hold an annual
meeting for 2009 but to instead post an annual report. The Commission approved this
request by Letter No. L-32-09 (Appendix 2). Accordingly, BCTC is posting this 2009

Annual Network Economy report.

Purpose

Network Economy, also known as secondary service under the OATT, and the terms and
conditions for Network Economy are described in Sections 28.4 and 28.6 (Appendix 3),
Attachment Q (Appendix 4), and Tariff Supplement 3 (Appendix 5) of BC Transmission
Corporation’s (BCTC) Open Access Transmission Tariff (OATT).

There are two components that determine the priority of Network Economy Transmission

Service: the Network Economy Utilization Test and the Economic Test. The procedures for
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calculating the Network Economy Utilization Test, and the market and trigger price
determinations for calculating the Economic Test are set out in BCTC Business Practice
Section 17 (Appendix 7).

This report details the history of the use of Network Economy from the implementation of
the Settlement Agreement until BCTC's recent fiscal year end (May 27, 2007 to March 31,
2009). The statistics that follow provide information on volume, the utilization rate, the
frequency of times that the Network Customer passed the Economic Test, and the

relationship between volume and price.

Specifically, for the Utilization Test:
e Graphs 1 and 2 show the Network Economy Transmission Volume (MWh) that was
reserved.

e Graphs 3 and 4 show the Utilization Rate.

For the Economic Test:
e Table 1 summarizes the Economic Test results.
e Table 2 provides a summary of the average Market Price for the US-BC and AB-BC
interties.
e Graphs 5 and 6 illustrate the relationship between the Network Economy

Transmission volume and the average Market Price.
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Utilization Test

Results are shown in Graphs 1-4.

Graph 1: The graph below shows the Network Economy Transmission Volume (MWh) that was reserved by the Network Customer
from May 27, 2007 to March 21, 2009 on the BPAT-BCTC path.
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This graph shows that the highest amount of Network Economy Transmission reserved for import on the BPAT — BCTC path was
1,660,437 MWh for the period May 25, 2008 — June 21, 2008 followed by 1,023,084 MWh for the period of June 22, 2008 to July 26,
2008. Import transmission reservations for all other time periods from May 27, 2007 to March 21, 2009 are essentially below 800,000
MWh.
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Graph 2: The graph below illustrates the Network Economy Transmission Volume (MWh) that was reserved by the Network
Customer from May 27, 2007 to March 21, 2009 on the AESO - BCTC path.
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This graph shows that the highest amount of Network Economy Transmission reserved for import on the AESO — BCTC path was
10,331 MWh for the period October 21, 2007 — November 24, 2007 followed by 6,749 MWh for the period of December 23, 2007 to
January 26, 2008. Import transmission reservations for all other time periods from May 27, 2007 to March 21, 2009 are below 4,500
MWh. (Refer to Item 5 in Appendix 4 for the definition of the Reporting Period).
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Graph 3: The graph below shows the Utilization Rate.
In accordance with Attachment Q,
Section 5 (Appendix 4) of the BCTC
5 | Open Access Transmission Tariff
(OATT):
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BCTC calculates the average utilization rate of Network Economy Transmission reservations by the Network Customer and the Non-
Firm Point-to-Point (PTP) Transmission reservations by non-Network Customers. The Network Customer passes the Utilization Test
if the average utilization rate of the Network Economy Transmission reservations divided by the average utilization rate of the Non-
Firm PTP Transmission reservations of non-Network Customers is greater than or equal to 95%. Data indicates that the Network
Customer has not failed the Utilization Test (refer to Appendix 6). Please refer to Appendix 7 for details regarding the process and

calculations used in determining the Utilization Test.
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Graph 4: The normalized graph below also shows that Network Economy utilization during the reporting period has been at least 95%
of the average utilization of Daily and Hourly Non-Firm PTP Transmission service by customers to maintain priority. (Refer to

Appendix 4 for details).
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The Economic Test uses both the Market Price and the Trigger Price for both the Alberta-
BC and the US-BC interties. (Refer to Appendix 7 for definitions of these prices).

Network Economy Transmission reservations will have the priority and rights provided in
Section 14.7 of the OATT only if the Market Price is less than or equal to the Trigger Price
for the delivery hour (“PASS”). If the Market Price is greater than the Trigger Price for the
delivery hour (“FAIL”), Network Economy Transmission reservations will have the same
priority as Non-Firm PTP Transmission service, with the exception that the provisions of
Section 14.2 of the OATT providing for reservation priority based on price shall not apply.

(Refer to Appendix 3 for a more detailed explanation).

Table 1: The table below summarizes the Economic Test results for the time periods as

indicated, which are performed on a daily basis.

BPAT - BCTC AESO - BCTC

MONTH PASS FAIL PASS FAIL
July-07 25% 75% 31% 69%
August-07 13% 87% 25% 75%
September-07 44% 56% 64% 36%
October-07 29% 71% 50% 50%
November-07 98% 2% 50% 50%
December-07 91% 9% 64% 36%
January-08 89% 11% 60% 40%
February-08 95% 5% 67% 33%
March-08 82% 18% 69% 31%
April-08 100% 0% 74% 26%
May-08 80% 20% 60% 40%
June-08 87% 13% 63% 37%
July-08 39% 61% 58% 42%
August-08 14% 86% 64% 36%
September-08 51% 49% 73% 27%
October-08 68% 32% 63% 37%
November-08 100% 0% 66% 34%
December-08 100% 0% 59% 41%
January-09 100% 0% 65% 35%
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February-09

100%

0%

71%

29%

March-09

96%

4%

81%

19%

Table 2: The table below provides the average Market Price for the US-BC and AB-BC

interties for the time periods as indicated.

MONTH AVERAGE MARKET PRICE" ($/MWh )
US-BC AB-BC
July-07 $54.98 $152.70
August-07 $53.73 $75.11
September-07 $55.09 $48.51
October-07 $56.75 $65.08
November-07 $59.97 $49.71
December-07 $66.47 $69.25
January-08 $71.96 $76.62
February-08 $73.33 $68.43
March-08 $73.59 $80.23
April-08 $90.90 $139.86
May-08 $60.79 $91.90
June-08 $18.68 $86.58
July-08 $58.65 $73.78
August-08 $73.85 $83.41
September-08 $59.68 $88.61
October-08 $61.21 $104.76
November-08 $67.17 $97.97
December-08 $70.77 $88.50
January-09 $50.11 $93.04
February-09 $49.61 $51.73
March-09 $40.64 $41.06

! Calculated as per BCTC Business Practice Section 17.1.1 (Appendix 7)
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Graph 5: This graph illustrates the relationship between the Network Economy

Transmission volume and the average Market Price per month from July 2007 to March

2009 for the BPAT-BCTC path. BPAT-BCTC
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Graph 6: This graph illustrates the relationship between the Network Economy
Transmission volume and the average Market Price per month from July 2007 to March
2009 for the AESO-BCTC path. AESO -BCTC
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Appendix 1:

British Columbia Utilities Commission Order No. G-127-06




SIXTH FLOOR, 900 HOWE STREET, BOX 250
VANCOUVER, B.C. V6Z 2N3 CANADA

BRITISH COLUMBIA
UTILITIES COMMISSION

ORDER
NUMBER G-127-06

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

web site: http://www.bcuc.com FACSIMILE: (604) 660-1102

IN THE MATTER OF
the Utilities Commission Act, R.S.B.C. 1996, Chapter 473

and

An Application by British Columbia Transmission Corporation
for Network Economy and Open Access Transmission Tariff

BEFORE: L.A. O’Hara, Panel Chair and Commissioner
L.F. Kelsey, Commissioner October 19, 2006
A.W.K. Anderson, Commissioner
ORDER
WHEREAS:
A. Commission Order No. G-127-05 dated December 1, 2005 (the “NE Decision”), issued the following

direction to British Columbia Transmission Corporation (“BCTC”):

“BCTC is directed to consult with BC Hydro, third party users of the system and interested parties, and
then apply to the Commission by March 1, 2006 for approval of a clear, enforceable Network Economy
Tariff provision. The tariff provision is to include definition of the circumstances under which Network
Economy Service is to be used, as well as procedures for monitoring and reporting to detect any
unwarranted use of Network Economy Service, and enforcement penalties in the case of any breach of the
provision.”; and

BCTC conducted consultations with its customers pursuant to the NE Decision in January and February of
2006; and

In accordance with the NE Decision, BCTC applied to the Commission on March 1, 2006, pursuant to
sections 58 to 61 of the Utilities Commission Act, for approval of tariff terms and conditions relating to the
provision of Network Economy service (the “Application”). BCTC sought approval of: (i) revisions to s. 28.4
of BCTC’s Open Access Transmission Tariff (“OATT”); (ii) a new Attachment Q to the OATT providing
terms and conditions for Network Economy service; and (iii) the terms and conditions of Tariff Supplement
BCTC-1, specific to the British Columbia Hydro and Power Authority (“BC Hydro™), all of which were
included at Appendix A of the Application; and

Following a Procedural Conference on April 19, 2006, established by Commission Order No. G-33-06, the
Commission Panel issued Order No. G-50-06 establishing a regulatory timetable; and

Commission Order No. G-82-06 amended the regulatory timetable and included a second Procedural
Conference to be held on August 24, 2006; and
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At Procedural Conference No. 2, most parties supported a Negotiated Settlement Process (“NSP”) to be held
from September 6 to September 8, 2006; and

. On August 29, 2006, the Commission issued Order No. G-105-06, establishing an Amended Regulatory
Timetable (“Timetable”) that allowed for an NSP to take place between September 6 and September 8, 2006;
and

. The Timetable provided dates for the filing of Direct Evidence on Monday, September 11, 2006 and Rebuttal
Evidence on Monday, September 18, 2006 and for an Oral Public Hearing to be held, if necessary, beginning
October 10, 2006; and

Commission Letter No. L-49-06 required the Alberta Coalition (ENMAX Corporation, TransAlta Corporation
and TransCanada Energy Ltd.) to file responses to certain BC Hydro Information Requests by Wednesday,
September 13, 2006; and

The NSP took place as scheduled, and the parties involved in the NSP indicated that there was a good
possibility of reaching a final settlement and asked the Commission to hold all pending dates in abeyance
until it would be known whether a final settlement had been reached; and

. On September 8, 2006, the Commission issued Order No. G-111-06, which directed that, as of September 11,
2006, all process steps under the Timetable be suspended until further Order of the Commission; and

. Commission Order No. G-111-06 also directed that the requirement in Commission Letter No. L-49-06 that
the Alberta Coalition file responses to certain BC Hydro Information Requests by Wednesday, September 13,

2006, also be suspended until further Order of the Commission; and

. The Parties reached a Settlement Agreement dated September 22, 2006 (“Settlement Agreement”); and

. On September 25, 2006, the Settlement Agreement, along with the letters of acceptance by the participants in

the NSP, were made public and circulated to the Commission Panel, and to other Intervenors for comment by

September 29, 2006 and,;

. No comments were received from other Intervenors; and

The Commission has determined that the Settlement Agreement meets the requirements of the direction

issued to BCTC by Order No. G-127-05, and approval of the Settlement Agreement is in the public interest;

and

. The Settlement Agreement states that BCTC estimates that implementation of the Settlement Agreement may
take between 7 to 8 months, but timing could vary depending on a variety of factors.

.13
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NOW THEREFORE the Commission orders as follows:

1. The Commission approves the Settlement Agreement, including Attachment Q to the OATT and Tariff
Supplement BCTC-1, both as attached to the Settlement Agreement, and all as attached to this Order as
Appendix 1.

2. The revision to Section 28.4 of the OATT as shown in Appendix A of the Application is approved.

3. Once BCTC has the systems and Business Practices in place to implement the Settlement Agreement, BCTC
will file Attachment Q and Tariff Supplement BCTC-1 with the Commission. Upon such filing, the reporting
in respect to the 1999 Rule pursuant to Commission Orders No. G-58-05 and G-127-05 is no longer
necessary.

4. BCTC isto file a status report by April 30, 2007 on the expected timing of implementation of the Settlement
Agreement, unless the necessary procedures are already in place at that time and the appropriate filings have
been made to the Commission.

DATED at the City of Vancouver, in the Province of British Columbia, this 19 day of October 2006.

BY ORDER
Original signed by:

L.A. O’Hara
Panel Chair and Commissioner

Attachment

Orders/G-127-06_BCTC-NEOATT Settlement Agreement
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SIXTH FLOOR, 900 HOWE STREET, BOX 250 < TELEPHONE: (604) 660-4700
VANCOUVER, B.C. V6Z2N3 CANADA BC TOLL FREE: 1-800-663-1385
web site: http://www.bcuc.com FACSIMILE: (604) 660-1102
Log No. 13905
VIA E-MAIL September 25, 2006

Dear Participants:

Re: British Columbia Transmission Corporation (“BCTC”™)
Negotiated Settlement
Application for Network Economy and Open Access Transmission Tariff

Enclosed with this letter is the proposed settlement package for BCTC’s Application for Network Economy and
Open Access Transmission Tariff.

This settlement package is now public and is being submitted to the Commission and all Intervenors. Also
enclosed are Letters of Comment from the Participants in the negotiated settlement process.

Prior to consideration by the Commission, Intervenors who did not participate in the settlement negotiations are
requested to provide to the Commission their comments on the settlement package by Friday, September 29,
2006.

By Order No. G-111-06, the Commission suspended all process steps established for the Network Economy
proceeding by the Amended Regulatory Timetable attached to Commission Order No. G-105-06. After

reviewing the Settlement Package and the comments from other Intervenors, the Commission will determine what
further process steps, if any, are required prior to making its determination. A public hearing may not be required
unless there is significant opposition to the proposed settlement.

Yours truly,

D
/52&7&/

James W. Fraser
Director, Strategic Services
JWE/rt
Attachments
ce: Mr. Marcel Reghelini
Director, Regulatory Affairs
British Columbia Transmission Corporation

PF/BCTC-NEQATT/Gen Cor/Proposed public NSP Settlement
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British Columbia Transmission Corporation

Application for Network Economy and Open Access Transmission Tariff

SETTLEMENT AGREEMENT

DATED as of September 22, 2006

WHEREAS:

A. British Columbia Utilities Commission (“BCUC or Commission”) Order G-127-05, dated
December 1, 2005 (the “NE Decision”), issued the following direction to British Columbia
Transmission Corporation (“BCTC”):

The NE Panel directs BCTC to consult with BC Hydro, third party users of the
system and interested parties, and then apply to the Commission for approval of a
clear, enforceable Network Economy Tariff provision by March 1, 2006. The
tariff provision is to include definition of the circumstances under which Network
Economy Service is to be used, as well as procedures for monitoring and
reporting to detect any unwarranted use of the Service, and enforcement penalties
in the case of any breach of the provision.

B. BCTC conducted consultations with its customers pursuant to the NE Decision in January
and February of 2006.

C. In accordance with the NE Decision, BCTC applied to the Commission on March 1, 2006
pursuant to sections 58-61 of the Utilities Commission Act for approval of tariff terms and
conditions relating to the provision of Network Economy service (the “Application”). BCTC
sought approval of: (i) revisions to s.28.4 of BCTC’s Open Access Transmission Tariff
(“OATT™); (ii) a new Attachment Q to the OATT providing terms and conditions for Network
Economy service; and (iii) the terms and conditions of Tariff Supplement BCTC-1, specific to
the British Columbia Hydro and Power Authority (“BC Hydro”), all of which were included at
Appendix A of the Application.

D. The Commission defined the scope of the proceeding as follows in its correspondence
dated May 4, 2006 (Exhibit A-5):

DM_VAN/260254-00003/6558936.4
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The issues of whether Network Economy Service should continue to be available or its
priority, both of which have been recently addressed by the OATT Panel in the Decision
accompanying Order No. G-58-05, are outside the scope of this proceeding.

E. The Commission, in Order G-105-06 dated August 29, 2006 (Exhibit A-12), established a
Negotiated Settlement Process, to commence on September 6, 2006. The following parties took
part: the Alberta Coalition, comprised of ENMAX Corporation, TransAlta Corporation and
TransCanada Energy Ltd.; EPCOR Utilities Inc.; the Alberta Electric System Operator; British
Columbia Hydro and Power Authority (“BC Hydro”); and BCTC (collectively, the “Parties™).

The Parties were assisted in reaching a Settlement Agreement by Commission Staff.

F. The Parties approached the Negotiated Settlement Process with a number of objectives in
mind, including:

@) Permit appropriate use of Network Economy;

(b) Preclude the inappropriate use of Network Economy;

() Provide for open access and non-discriminatory transmission service;

(d) Provide for the efficient use of the transmission system;

(e) Reduce the frequency of unnecessary service interruptions to PTP customers;

()] Provide for effective monitoring of Network Economy use;

(9) Provide transparency; and

(h) Provide low-cost and reliable service for customers.

G. The Parties consider the Settlement Agreement to represent a pragmatic and cost
effective means of addressing the directions of the NE Panel, meeting the objectives set out in
Recital F above and of resolving the issues that arose during the course of the Application.
Nevertheless, the Parties recognize that a variety of factors may change that might affect the
ability of the Settlement Agreement to achieve the objectives set out in Recital F above,

including:

€)) FERC’s decision on the outstanding Notice of Proposed Rulemaking (NOPR);

(b) The conclusions of BCTC’s December 31, 2006 Tariff Review report to the

Commission;
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(©) The Burrard Thermal Generating Station’s ongoing availability as a generation

resource;

(d) The capabilities of BCTC’s scheduling system and the expected replacement of

the scheduling system;

(e) Any decision by BC Hydro and Powerex to amend materially or cease using the
Transfer Pricing Agreement for Electricity and Gas between British Columbia
Hydro and Power Authority and Powerex, dated April 1, 2003 (the “Transfer

Pricing Agreement”);

()] Significant changes to the scheduling system or practices in neighbouring
jurisdictions, or to the intertie rating with neighbouring jurisdictions.

As such, nothing in this Settlement Agreement is intended to preclude any Party from filing an

application or complaint with the Commission with respect to Network Economy Service.

H. Despite the Commission’s direction set out in Recital D of this Settlement Agreement,
the Parties consider it necessary in order to reach a settlement of the issues to include in the
Settlement Agreement changes to the priority of Network Economy Service in the limited

circumstances set out below.

l. BCTC estimates that implementation of this Settlement Agreement may take between 7
to 8 months, but timing could vary depending on a variety of factors.

WHEREFORE THE PARTIES AGREE AS FOLLOWS:

1. Attachment Q and Tariff Supplement BCTC-1 will be in the form attached to this
Settlement Agreement. The amended Attachment Q and Tariff Supplement BCTC-1 form part
of this Settlement Agreement.

2. Once BCTC has the systems and Business Practices in place to implement the
Settlement Agreement, BCTC will file Attachment Q and Tariff Supplement BCTC-1 with the
Commission. The Parties agree that, upon such filing, the reporting in respect to the 1999 Rule

pursuant to Commission Orders G-58-05 and G-127-05 is no longer necessary.
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3. The definitions in section 1 of Attachment Q and section 1 of Tariff Supplement

BCTC-1 also apply to this Settlement Agreement.

4. An Economic Test will apply to Network Economy reservations as set out in
section 2 of Attachment Q and Tariff Supplement BCTC-1.

5. A Utilization Test will apply to Network Economy reservations as set out in
section 5 of Attachment Q.

6. BCTC will implement the following scheduling changes to its Business Practices:

@) Unused Network Economy reservations will be curtailed at the end of the pre-

schedule window (i.e. on or after 17:00:00); and

(b) In Real-Time at XX:40, unused Network Economy reservations will be curtailed
first, followed by any other necessary curtailments of Non-Firm Point-To-Point

capacity.

7. On a weekly basis, BCTC will post on the BCTC website, www.bctc.com, the
following data with respect to Network Economy Service:

@ MWh Volume of Network Economy reservations — Amount of Network Economy

transmission reservations;

(b) MWh Volume of Network Economy Scheduled Energy — Energy scheduled on

Network Economy transmission reservations;

(©) Number of Network Economy transactions — Number of transactions for Network
Economy transmission reservations. Number of transactions for Network

Economy with scheduled energy. Number of Network Economy Schedules.

(d) Unused Network Economy — MWh volume of Network Economy transmission
reservations minus MWh volume of Network Economy energy scheduled (both
adjusted for curtailments and interruptions in accordance with BCTC’s business

practices from time to time), and the utilization percentage for each hour;
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(e) Network Economy Economic Interruptions — Network Economy interruptions of
Non-Firm Point-To-Point transmission service at XX:40, reflecting the last action

that resulted in the interruption;

()] The date and time of any change to the Threshold Purchase Price, as defined in
section 1 of Tariff Supplement BCTC-1; and

(@  The current Burrard Heat Rate, as defined in section 1 of Tariff Supplement
BCTC-1.

8. On a weekly basis, BCTC will post on the BCTC website, www.bctc.com, the

following data with respect to Non-Firm Point-To-Point service:

@ MWh Volume of Non-Firm Point-To-Point reservations — Amount of Non-Firm

Point-To-Point transmission reservations;

(b) MWh Volume of Non-Firm Point-To-Point Scheduled Energy — Energy

scheduled on Non-Firm Point-To-Point transmission reservations;

(©) Number of Non-Firm Point-To-Point transactions — Number of transactions for
Non-Firm Point-To-Point transmission reservations. Number of transactions for
Non-Firm Point-To-Point with scheduled energy. Number of Non-Firm Point-To-

Point Energy Schedules; and

(d) Unused Non-Firm Point-To-Point — MWh volume of Non-Firm Point-To-Point
transmission reservations minus MWh volume of Non-Firm Point-To-Point
energy scheduled (both adjusted for curtailments and interruptions in accordance
with BCTC’s business practices from time to time) and the utilization percentage

for each hour.

9. BC Hydro will prepare reports for each quarter of the calendar year, and post the
reports on its website and file them with the Commission and the Transmission Provider by the

end of the following quarter. The quarterly reports will set out the following information:
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€)] The Threshold Purchase Price, and Burrard Heat Rate at the start of the quarter;
each change in the Threshold Purchase Price and Burrard Heat Rate during the
quarter; the date of each change during the quarter; and the reason for a change in
the Burrard Heat Rate;

(b) Net domestic volumes allocated pursuant to the Transfer Pricing Agreement for
each month of the quarter;

() Burrard Thermal Generating Station volumes for each month in the quarter;

(d) Monthly system peaks during the quarter for the integrated domestic system, and

estimates for the Lower Mainland - VVancouver Island;

(e) A written attestation by an officer of BC Hydro to the veracity of the information
provided to the Transmission Provider pursuant to sections 9(a) to (d) above, and
that information provided to the Transmission Provider and the Commission
pursuant to section 3(b) of Tariff Supplement BCTC-1 was provided to the

Transmission Provider no later than it was provided to Powerex Corp.

10. For each calendar year, BC Hydro will prepare an annual report and post it on its
website and file it with the Commission by March 31 of the following year. The annual report
will discuss the annual domestic volumes allocated under the Transfer Pricing Agreement and
the net amount imported using Network Economy Service that has passed the Economic Test set
out in paragraph 2 of Attachment Q. The volumes will necessarily be different since the
Economic Test sets priority on an ex ante basis and the Transfer Pricing Agreement allocates net

volumes on an ex post basis.

11. BCTC will convene annual Network Economy Meetings to discuss on a “without
prejudice” basis issues arising with respect to the use of Network Economy. The first annual
Network Economy Meeting will take place approximately one year after implementation of the
revised Network Economy provisions and no later than June 1, 2008. A standing agenda item
for the Network Economy Meetings will be to review the use of, and continued requirement for,
a different Trigger Price (as that term is defined in section 1 of Attachment Q) for the November

to February period.
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12. There will be costs associated with the implementation of this Settlement

Agreement, potentially exceeding the estimated costs for implementing BCTC’s proposal as
provided in the Application. The Parties agree that such prudently incurred costs are in the

public interest.

13. BC Hydro does not anticipate requiring for some time the use of Network
Economy service for the furtherance of forward purchase contracts to serve Network Load.
When BC Hydro anticipates requiring such service it will apply to the Commission for an order
that BCTC amend Attachment Q and Tariff Supplement BCTC-1 to allow BCTC to provide such

service. The Parties agree that:

@) the use of Network Economy service for the purpose of delivering energy in
furtherance of forward purchase contracts to serve Network Load is appropriate,

and

(b) they will not oppose any application by BC Hydro to the Commission for an order
that BCTC amend Attachment Q and Tariff Supplement BCTC-1 to provide such
service on the basis that delivery of energy in furtherance of forward purchase
contracts to serve Network Load is an inappropriate use of Network Economy
Service. For greater clarity, the Parties are not constrained in the positions they
might take on an application by BC Hydro with respect to the tests to be applied
to determine when forward purchase contracts are being properly used to serve
Network Load.

14. This Settlement Agreement represents a compromise reached on a “without

prejudice” basis. The positions taken and statements made by the Parties during:
@ the Negotiated Settlement Process held on September 6, 7 and 8, 2006; and

(b) the subsequent discussions among the Parties and their counsel in furtherance of

settling the wording of the Settlement Agreement,

will not restrict in any way the positions taken in future proceedings concerning this or other
applications. These discussions will remain confidential unless agreed to by all Parties in writing
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and the information is released publicly by Commission Staff. The Parties also reaffirm their
agreement to abide by the terms of the “Memorandum of Agreement regarding Settlement
Discussions” executed by the Parties on August 24 and 28, 2006, covering the discussions held

among the Parties prior to the commencement of the Negotiated Settlement Process.

15. None of the provisions of the Settlement Agreement are severable. If the
Commission does not accept the Settlement Agreement in its entirety, including without
limitation Attachment Q and Tariff Supplement BCTC-1, there is no agreement.
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ATTACHMENT Q

Network Economy Service

1. In this Attachment:

“Market Price” means the market price for energy as determined by the Transmission
Provider in a manner approved by the Commission.

“Network Economy Service” means the use of the Transmission Provider’s transmission
system, pursuant to section 28.4 of the Tariff, to deliver energy to its Network Loads
from resources that have not been designated as Network Resources.

“Trigger Price” means the Trigger Price as determined by the Transmission Provider in

a manner approved by the Commission.

2. Notwithstanding section 14.7 of the Open Access Transmission Tariff, for each

hour in the delivery day:

@) Network Economy reservations will have the priority and rights provided in
section 14.7 of the Open Access Transmission Tariff only if the Market Price is

less than or equal to the Trigger Price for the delivery hour; and

(b) If the Market Price is greater than the Trigger Price for the delivery hour,
Network Economy reservations will have the same priority as Non-Firm Point-
To-Point service, with the exception that the provisions of section 14.2 of the
Open Access Transmission Tariff providing for reservation priority based on price

shall not apply.

The Transmission Provider will post each day on its website or OASIS by 23:59:00, whether
Network Economy for each hour in the delivery day will have the priority as set out in (a) or (b).

3. Where a single Network Economy reservation spans multiple delivery hours, the
priority assigned to the whole reservation will be that of the lowest priority hour, as determined

in section 2 of this Attachment.
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4, The Network Customer must provide the Transmission Provider with its Trigger
Price in a form and at times required by the Transmission Provider, and approved by the
Commission. The Network Customer may not use Network Economy service for the period in

which it is reserved if the Network Customer has failed to comply with this section.

5. The Network Customer must, for the entirety of the reporting period, each
reporting period to commence on the day after the last day of the previous reporting period and
to include all full weekly reporting periods up to and including the last day of the full weekly
reporting period immediately prior to the last day of the calendar month, maintain an average
utilization rate of all Network Economy reservations of at least 95% of the average utilization of
Daily and Hourly Non-Firm Point-To-Point service by customers, other than the Network
Customer or its marketing affiliates, in pre-schedule and Real-Time, over the same reporting
period. If the Network Customer’s average utilization rate for Network Economy Service over
the entirety of the reporting period is below 95% of that level, the Transmission Provider,
commencing on the first day of the following calendar month, will curtail all unused Network
Economy reservations at thirty minutes prior to the delivery hour. The Network Customer may
subsequently reserve additional Network Economy service. These new reservations will have
the same priority as provided in section 2(b) of this Attachment. If the average utilization of all
Network Economy reservations over the entirety of the reporting period, each reporting period to
commence on the day after the last day of the previous reporting period and to include all full
weekly reporting periods up to and including the last day of the full weekly reporting period
immediately prior to the last day of the calendar month, increases to at least 95% of the average
utilization of Daily and Hourly Non-Firm Point-To-Point service by customers, other than the
Network Customer or its marketing affiliates, in pre-schedule and Real-Time for the same
reporting period, then commencing on the first day of the following calendar month the
Transmission Provider will curtail all unused Network Economy reservations in accordance with

the Transmission Provider’s Business Practices.

10
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TARIFF SUPPLEMENT BCTC -1
NETWORK ECONOMY SERVICE

In this Tariff Supplement:

“Burrard Heat Rate” means the heat rate used by BC Hydro in making economic

decisions about whether to run Burrard Thermal Generating Station.

“Sumas 2 Gas Index” means the “Midpoint Price” listed in Gas Daily for “Northwest,

Canadian Border (Sumas)”.

“Threshold Purchase Price” means the Threshold Purchase Price, as defined, and as

determined from time to time, in the Transfer Pricing Agreement for Electricity and Gas

between British Columbia Hydro and Power Authority (“BC Hydro”) and Powerex Corp,
dated April 1, 2003.

“Network Economy Service” is as defined in section 1 of Attachment Q.

(@)

(b)

(©)

For the purposes of section 2 of Attachment Q to the Tariff:

During the period from March 1 to October 31, the Trigger Price is the Threshold
Purchase Price;

During the period from November 1 to February 28 or February 29, as applicable,
the Trigger Price is:

(i) for transactions at the BC-US intertie, the Sumas 2 Gas Index multiplied by the
Burrard Heat Rate; and

(i) for transactions at the BC-Alberta intertie, the Threshold Purchase Price.

At all times, in the case of imports using Network Economy Service over the US-
BC intertie, the Market Price is:

(i) for Hours Ending 07:00:00 to 22:00:00 (Monday to Saturday, excluding US
NERC Holidays) the Mid-C Heavy Load Hour price as reported by Dow Jones,
net of transmission losses, from the last day available as of 17:00:00 of each

current day; and

11
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(i) for Hours Ending 01:00:00 to 06:00:00, Hour Ending 23:00:00 and Hour
Ending 24:00:00, Monday to Saturday; all day Sunday; and all US NERC
Holidays: the Mid-C Light Load Hour price as reported by Dow Jones, net of

transmission losses, from the last day available as of 17:00:00 of each current day.

(d)  Atall times, in the case of imports using Network Economy Service over the AB-
BC intertie, the Market Price is, for each hour, the most recently available Alberta
Pool Price for each hour posted as of 17:00:00.

3. For the purposes of section 4 of Attachment Q, BC Hydro must advise the

Transmission Provider of:

@ the current Threshold Purchase Price and Burrard Heat Rate on the first business
day after Attachment Q and this Tariff Supplement are made effective by order of

the Commission;

(b) any changes to the Threshold Purchase Price, at the same time as BC Hydro

communicates the new Threshold Purchase Price to Powerex; and
(©) any changes to the Burrard Heat Rate, on the date the changes occur.

The Transmission Provider must keep the Threshold Purchase Price provided by BC Hydro
confidential.

4. BC Hydro will prepare reports for each quarter of the calendar year, and post the
reports on its website and file them with the Commission and the Transmission Provider by the

end of the following quarter. The quarterly reports will set out the following information:

@) The Threshold Purchase Price, and Burrard Heat Rate at the start of the quarter;
each change in the Threshold Purchase Price and Burrard Heat Rate during the
quarter; the date of each change during the quarter; and the reason for a change in
the Burrard Heat Rate;

(b) Net domestic volumes allocated pursuant to the Transfer Pricing Agreement for

each month of the quarter;

12
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(©) Burrard Thermal Generating Station volumes for each month in the quarter;

(d) Monthly system peaks during the quarter for the integrated domestic system, and

estimates for the Lower Mainland - VVancouver Island;

(e) A written attestation by an officer of BC Hydro to the veracity of the information
provided to the Transmission Provider pursuant to sections 4(a) to (d) above, and
that information provided to the Transmission Provider and the Commission
pursuant to section 3(b) above was provided to the Transmission Provider no later

than it was provided to Powerex Corp.

13
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W ritish Columbia Transmission

CORPORATION™

Marcel Reghelini

Diractor, Regulatory Affairs

Phone: 604 698-7331

Fax: 604 699-7537

E-mall;  marcel reghelini@bcle.com

September 22, 2008

Mr. James W. Fraser

Director, Strategic Services

British Columbia Utilities Commission
Sixth Floor, 900 Howe Strest

Box 250

Vancouver, BC VBZ 2N3

Dear Mr. Fraser:

Re: British Columbia Transmission Corporation (BCTC)
Negotiated Sattlement
Application for Network Economy and Open Access Transmission Tariff (OATT)
Proiect No. 3698417

BCTC is in receipt of correspondence of September 22, 2006 from Mr. James Fraser concerning
the negotiated setllement of the above mentioned application. BCTC has reviewed the Negotiated
Settlement Agreement and supporting documents included with Mr. Fraser's correspondence and
confirms that the documents are consistent with BCTC’s understanding of the agreed settlement.

BCTC supports acceptance of the negotiated setllement agreement by the Commission.

The negotiated settlement acknowledges at recital | that implementation of the setllement will take
between seven and eight months. This is necessary because of changes to business practices and
information systems required to give effect to the terms of negotiated settlement. Upon completion
of these changes, BCTC will file for acceptance with the Commission:

a) Attachment Q to BCTC's OATT in the form attached to negotiated seitlement ;

b) Tariff Supplement BCTC-1, also in the form attached {o negotiated settlement; and,

¢} Anamendment to Section 28.4 of the OATT, described at page 18, line 21 and at Appendix

A, both of Exhibit B-1, lo refer {0 the newly approved Attachment Q.

Once this compliance filing has been accepted for filing by the Commission, the terms of the
negotiated settlement will then be fully implemented.

Sincerely,

Marcel Reghelini
Director, Regulatory Affairs

Copy: Settlement Conference Participants

British Columbia Transmission Corporation,
Suite 1100 Four Bentall Cenire, 1055 Dunsmuir Street,
Yancouver, BC VX 1VE
www belc.com
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ALBERTA
ELECTRIC

SYSTEM
COPERATOR

September 22, 2606

Mr. Jim Fraser

Director, Strategic Services

British Columbia Utilities Commission
6" Floor, 900 Howe Street

Vancouver, BC V6Z ZN3

Dear Mr. Fraser:

Re: British Columbia Transmission Corporation (“BCTC™)
Negotiated Settlement
Application for Network Fconomyv and Open Access Transmission Tariff

The AESO has reviewed the Final Settlement Agreement (the Settlement) attached the
dated September 22, 2006. The AESO provides this letter as written cotifirm )
the Settlement.

We understand that the Settlement along with supporting do
participants will be made public and forwarded to th
25, 2006.

‘ f-rew w on Monday, Sep'

Sincerely,

Heidi Kirrmaier
Vice-President, Regulatory

AESO - Alberta Electric System

2500, 330 - 5th Ave SW Calgary, Alberta T2P 0L4
[ (403) 539-2450 | f (403) 539-2949 | s o.ca
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Barristers & Solicitors McCarthy Tétrault LLP
Patent & Trade-mark Agents Suite 3300, 421-7th Avenue S. W,
Calgary AB T2P 4K9
Canada
McC arthy Tétrault Telephone: 403 260-3500

Facsimile: 403 260-3501
mecarthy.ca

Terence Dalgleish, Q.C,

Direct Line:(403) 260-3516

Direct Fax: (403) 260-3501
E-Mail: wdalgleish@mecarthy.ca

Assistant: Lyna King

Direct Line:(403) 260-3576

E-Mail: iking@mccarthy.ca
VIA EMAIL

September 22, 2006

British Columbia Utilities Commission
Sixth Floor, 900 Howe Street, Box 250
Vancouver British Columbia V6Z 2N3

Attention: James W. Fraser, Director, Strategic Services Secretary

Dear Mr. Prasern

Re:  British Columbia Transmission Corporation (“BCTC”)
Application for Network Economy and Open Access Transmission Tariff
Project No.: 3698417

I write in response to the Commission’s letter of September 22, 2006 in this matter. On
behaif of the Alberta Coalition (ENMAX Corporation, TransAlta Corporation and
TransCanada Energy Ltd.), T confirm acceptance of the final Negotiated Settlement
Agreement as appended to the September 22, 2006 letter from the Commission.

Yours very truly,

MeCarthy Tétrault LLP

Terence Dalgleish, Q.C.
Counsel

TD/lk

154943-378767
CAL DOCS#1542484 v. |

Vancouver, Calgary, London, Toronto, Ottawa, Mongréal, Québer and London, England
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BChydro @

Joanna Sofield

Chief Regulatory Officer
Phone: (604) 623-4046

Fax:  (604) 623-4407
regulatory.group@bchydro.com

September 22, 2006

Mr. James W. Fraser

Director, Strategic Services

British Columbia Utilities Commission
Sixth Floor — 900 Howe Street
Vancouver, BC VBZ 2N3

Dear Mr. Fraser:

RE: British Columbia Utilities Commission (BCUC) Project No. 3698417
British Columbia Transmission Corporation (BCTC)
Appilication for Network Economy and Open Access Transmission Tariff
British Columbia Hydro and Power Authority (BC Hydro)
Submission on Settlement Agreement

This proceeding was initiated by a March 1, 2006 application by BCTC to the
Commission for an order approving certain changes to BCTC's Open Access
Transmission Tariff (OATT) regarding the provision of service under section 28.4 of the
OATT. Section 28.4 service, referred to in this proceeding as Network Economy service,
allows Network Customers under the OATT "to deliver energy to its Network loads from
resources that have not been designated as Network Resources... at no additional
charge". BC Hydro is the only Network Customer of BCTC, and makes extensive use of
Network Economy service to deliver imported energy to its loads.

The March 1, 2006 application would have materially restricted the use by BC Hydro of
Network Economy service and in consequence would have had, in BC Hydro's view,
adverse financial consequences for BC Hydro (on a consolidated basis).

BC Hydro has been an active participant in this proceeding, as have a number of
intervenors who compete with BC Hydro from time to time for transmission service under
the terms of the OATT. Three of these intervenors, ENMAX Corporation, TransAlta
Corporation and TransCanada Energy Ltd., are referred to collectively as the Alberta
Coalition. Both BC Hydro and the Alberta Coalition filed evidence in this proceeding in
which alternate proposals were made regarding the OATT tariff provisions governing the
use of Network Economy service. The proposal advanced by the Alberta Coalition would
have materially restricted the use of Network Economy service by BC Hydro and in
consequence would have had, in BC Hydro's view, adverse financial consequences for
BC Hydro (on a consolidated basis).

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

Page 18 of 20
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BCUC Order No. G-105-06 established a formal negotiated settlement process (NSP)
for the purpose of attempting to resolve BCTC's application and the issues that arose
from it, including the competing proposals of BC Hydro and the Alberta Coalition. The
NSP took place over the three days during which BC Hydro, BCTC, the Alberta Coalition
and Commission staff, among others, were active and fully engaged participants. In the
end the participants to the NSP were successful in coming to a settlement agreement
which, if approved by the Commission, will resolve BCTC's application.

In BC Hydro's view the settlement agreement, in the form attached to the letter from
Commission staff dated September 22, 2006 (the Settlement Agreement), represents a
reasonable compromise of the issues raised by the parties to this proceeding.
importantly, BC Hydro believes that any adverse financial effects on BC Hydro or
Powerex Corp. arising from either of the BCTC application or the Alberta Coalition
proposal are largely mitigated by the Settlement Agreement (including the attached
Attachment Q and Tariff Supplement BCTC-1).

In light of the foregoing BC Hydro confirms its approval and acceptance of the
Settlement Agreement, and respectfully submits that the Commission ought to approve it
without modification.

Yours sincerely,

Joanna Sofield
Chief Regulatory Officer

c: British Columbia Transmission Corporation
Project No. 3698417 — NSP Participants
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September 22, 2006

Mr. Jim Fraser

British Columbia Utilities Commission
Sixth Floor, 900 Howe Street
Vancouver, B.C.

V6Z 2N3

Dear Mr. Fraser:

RE: British Columbia Transmission Corporation (“BCTC”) Negotiated Settlement
Application for Network Economy and Open Access Transmission Tariff

With respect to the Final Settlement Agreement (Settlement), circulated on September 22, 2006,

in the abovenoted proceeding, please accept this letter as EPCOR Utilities Inc.’s confirmation of
acceptance of the Settlement.

Yours truly,

Sian Barraclough
Manager, Regulatory Affairs
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LETTER NoO. L-32-09

SIXTH FLOOR, 900 HOWE STREET, BOX 250
VANCOUVER, B.C. CANADA V6Z 2N3
TELEPHONE: (604) 660-4700
BC TOLL FREE: 1-800-663-1385
FACSIMILE: (604) 660-1102

ERICA M. HAMILTON
COMMISSION SECRETARY
Commission.Secretary@bcuc.com
web site: http://www.bcuc.com

Log No. 29477
VIA E-MAIL
janet.fraser@bctc.com
bctc.regulatory@bctc.com May 21, 2009

Ms. Janet Fraser

Director, Regulatory Affairs

British Columbia Transmission Corporation
Suite 1100, Four Bentall Centre

1055 Dunsmuir Street, PO Box 49260
Vancouver, BC V7X 1V5

Dear Ms. Fraser:
Re: British Columbia Transmission Corporation (“BCTC”)
2009 Annual Network Economy Meeting

In its letter dated May 14, 2009 BCTC notes that the Settlement Agreement approved by Order G-127-06 stipulates that
BCTC will convene Annual Network Economy Meetings to discuss issues concerning the use of Network Economy service.
BCTC issued two bulletins soliciting customer comment on the need for a 2009 Network Economy Meeting. One comment
was received by BCTC as a result of the first bulletin in the form of a letter from TransCanada Energy Ltd. (“TransCanada”)
on April 22, 2009. TransCanada expressed interest to participate in the meeting and also stated that even if there is
insufficient interest from customers and the meeting is suspended, BCTC should issue a report including the monthly and
annual Network Economy statistics along with dialogue and explanations.

On May 13, 2009 BCTC issued a third bulletin stating that BCTC will apply to the Commission to not hold a 2009 Network
Economy Meeting. If such permission were granted, BCTC proposed to post an annual Network Economy report, as
requested by TransCanada, by May 29, 2009 in lieu of holding a meeting.
Upon review of the BCTC request, the Commission is persuaded that no useful purpose would be served by requiring the
meeting to be held and hereby grants permission to BCTC to not hold a 2009 Network Economy Meeting and BCTC should
post an annual Network Economy report by May 29, 2009. BCTC is to file the annual Network Economy report with the
Commission within two weeks of posting.

Yours truly,

Original signed by:

Erica M. Hamilton
DC/cms

BCTC/Cor/L-32-09_2009 Network Economy Mtg
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Appendix 3:
BCTC OATT Sections 28.4, 28.6, 14.7 and 14.2

28.4

28.6

14.7

Secondary Service. The Network Customer may use the Transmission Provider's
Transmission System to deliver energy to its Network Loads from resources that have
not been designated as Network Resources. Such energy shall be transmitted, on an
as-available basis, at no additional charge. Deliveries from resources other than
Network Resources will have a higher priority than any Non-Firm Point-To-Point
Transmission Service under Part Il of the Tariff.

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 Il of
the Tariff for any Third-Party Sale which requires use of the Transmission Provider's

Transmission System.

Curtailment or Interruption of Service: The Transmission Provider reserves the right
to Curtail, in whole or in part, Non-Firm Point-To-Point Transmission Service provided
under the Tariff for reliability reasons when, an emergency or other unforeseen
condition threatens to impair or degrade the reliability of its Transmission System. The
Transmission Provider reserves the right to Interrupt, in whole or in part, Non-Firm
Point-To-Point Transmission Service provided under the Tariff for economic reasons in
order to accommodate: (i) a request for Firm Transmission Service; (ii) a request for
Non-Firm Point-To-Point Transmission Service of greater duration; (iii) a request for
Non-Firm Point-To-Point Transmission Service of equal duration with a higher price; or
(iv) transmission service for Network Customers from non-designated resources. The
Transmission Provider also will discontinue or reduce service to the Transmission
Customer to the extent that deliveries for transmission are discontinued or reduced at
the Point(s) of Receipt. Where required, Curtailments or Interruptions will be made on
a non-discriminatory basis to the transaction(s) that effectively relieve the constraint,
however, Non-Firm Point-To-Point Transmission Service shall be subordinate to Firm

Transmission Service. If multiple transactions require Curtailment or Interruption, to the



14.2

extent practicable and consistent with Good Utility Practice, Curtailments or
Interruptions will be made to transactions of the shortest term (e.g. hourly non-firm
transactions will be Curtailed or - Interrupted before daily non-firm transactions and
daily non-firm transactions will be Curtailed or Interrupted before weekly non-firm
transactions). Transmission service for Network Customers from resources other than
designated Network Resources will have a higher priority than any Non-Firm Point-To-
Point Transmission Service under the Tariff, Non-Firm Point-To-Point Transmission
Service over secondary Point(s) of Receipt and Point(s) of Delivery will have a lower
priority than any Non-Finn Point-To-Point Transmission Service under the Tariff. The
Transmission Provider will provide advance notice of Curtailment or Interruption where

such notice can be provided consistent with Good Utility Practice.

Reservation Priority: Non-Firm Point-To-Point Transmission Service shall be
available from transmission capability in excess of that needed for reliable service to
Network Customers and other Transmission Customers taking Long-Term and Short-
Term Firm Point-To-Point Transmission Service. A higher priority will be assigned to
reservations with a longer duration of service. In the event the Transmission System is
constrained, competing requests of equal duration will be prioritized based on the
highest price offered by the Eligible Customer for the Transmission Service. Eligible
Customers that have already reserved shorter term service have the right of first
refusal to match any longer term reservation before being preempted. A longer term
competing request for Non-Firm Point-To-Point Transmission Service will be granted if
the Eligible Customer with the right of first refusal does not agree to match the
competing request: (i) immediately for hourly Non-Firm Point-To-Point Transmission
Service after notification by the Transmission Provider; and (i) within 24 hours (or
earlier if necessary to comply with the scheduling deadlines provided in Section 14.6)
for Non-Firm Point-To-Point Transmission Service other than hourly transactions after
notification by the Transmission Provider. Transmission service for Network
Customers from resources other than designated Network Resources will have a
higher priority than any Non-Firm Point-To-Point Transmission Service. Non-Firm
Point-To-Point Transmission Service over secondary Point(s) of Receipt and Point(s)

of Delivery will have the lowest reservation priority under the Tariff.
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ATTACHMENT Q
Network Economy Service
1. In this Attachment:

“Market Price” means the market price for energy as determined by the Transmission
Provider in a manner approved by the Commission.

“Network Economy Service” means the use of the Transmission Provider’s transmission
system, pursuant to section 28.4 of the Tariff, to deliver energy to its Network Loads
from resources that have not been designated as Network Resources.

“Trigger Price” means the Trigger Price as determined by the Transmission Provider in
a manner approved by the Commission.

2. Notwithstanding section 14.7 of the Open Access Transmission Tariff, for each hour in
the delivery day:

(a) Network Economy reservations will have the priority and rights provided in
section 14.7 of the Open Access Transmission Tariff only if the Market Price is
less than or equal to the Trigger Price for the delivery hour; and

(b)  Ifthe Market Price is greater than the Trigger Price for the delivery hour,
Network Economy reservations will have the same priority as Non-Firm Point-
To-Point service, with the exception that the provisions of section 14.2 of the
Open Access Transmission Tariff providing for reservation priority based on price
shall not apply.

The Transmission Provider will post each day on its website or OASIS by 23:59:00,
whether Network Economy for each hour in the delivery day will have the priority as set
out in (a) or (b).

3. Where a single Network Economy reservation spans multiple delivery hours, the priority
assigned to the whole reservation will be that of the lowest priority hour, as determined in
section 2 of this Attachment.

4. The Network Customer must provide the Transmission Provider with its Trigger Price in
a form and at times required by the Transmission Provider, and approved by the
Commission. The Network Customer may not use Network Economy service for the
period in which it is reserved if the Network Customer has failed to comply with this
section.

5. The Network Customer must, for the entirety of the reporting period, each reporting
period to commence on the day after the last day of the previous reporting period and to

Order No.: G-127-06 Issued by: Marcel Reghelini, Director Regulatory Affairs

Accepted Date: 1} E%&é . &é
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include all full weekly reporting periods up to and including the last day of the full
weekly reporting period immediately prior to the last day of the calendar month, maintain
an average utilization rate of all Network Economy reservations of at least 95% of the
average utilization of Daily and Hourly Non-Firm Point-To-Point service by customers,
other than the Network Customer or its marketing affiliates, in pre-schedule and Real-
Time, over the same reporting period. If the Network Customer’s average utilization rate
for Network Economy Service over the entirety of the reporting period is below 95% of
that level, the Transmission Provider, commencing on the first day of the following
calendar month, will curtail all unused Network Economy reservations at thirty minutes
prior to the delivery hour. The Network Customer may subsequently reserve additional
Network Economy service. These new reservations will have the same priority as
provided in section 2(b) of this Attachment. If the average utilization of all Network
Economy reservations over the entirety of the reporting period, each reporting period to
commence on the day after the last day of the previous reporting period and to include all
full weekly reporting periods up to and including the last day of the full weekly reporting
period immediately prior to the last day of the calendar month, increases to at least 95%
of the average utilization of Daily and Hourly Non-Firm Point-To-Point service by
customers, other than the Network Customer or its marketing affiliates, in pre-schedule
and Real-Time for the same reporting period, then commencing on the first day of the
following calendar month the Transmission Provider will curtail all unused Network
Economy reservations in accordance with the Transmission Provider’s Business
Practices.

Order No.: G-127-06 ) Issued by: Marcel Reghelini, Director Regulatory Affairs
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BCTC TARIFF SUPPLEMENT 3

NETWORK ECONOMY SERVICE

1. In this Tariff Supplement:

“Burrard Heat Rate” means the heat rate used by BC Hydro in making economic
decisions about whether to run Burrard Thermal Generating Station.

“Sumas 2 Gas Index” means the “Midpoint Price” listed in Gas Daily for “Northwest,
Canadian Border (Sumas)”.

“Threshold Purchase Price” means the Threshold Purchase Price, as defined, and as
determined from time to time, in the Transfer Pricing Agreement for Electricity and Gas
between British Columbia Hydro and Power Authority (“BC Hydro”) and Powerex Corp,
dated April 1, 2003.

“Network Economy Service” is as defined in section 1 of Attachment Q.
2. For the purposes of section 2 of Attachment Q to the Tariff:

(a) During the period from March 1 to October 31, the Trigger Price is the Threshold
Purchase Price;

(b) During the period from November 1 to February 28 or February 29, as applicable,
the Trigger Price is:

(1) for transactions at the BC-US intertie, the Sumas 2 Gas Index multiplied
by the Burrard Heat Rate; and

(i)  for transactions at the BC-Alberta intertie, the Threshold Purchase Price.

(¢)  Atall times, in the case of imports using Network Economy Service over the US-
BC intertie, the Market Price is:

1) for Hours Ending 07:00:00 to 22:00:00 (Monday to Saturday, excluding
US NERC Holidays) the Mid-C Heavy Load Hour price as reported by
Dow Jones, net of transmission losses, from the last day available as of
17:00:00 of each current day; and

(i) for Hours Ending 01:00:00 to 06:00:00, Hour Ending 23:00:00 and Hour
Ending 24:00:00, Monday to Saturday; all day Sunday; and all US NERC
Holidays: the Mid-C Light Load Hour price as reported by Dow Jones, net

Order No.: G-127-06 Issued by: Marcel Reghelini, Director Regulatory Affairs
Accepted Date: i ' )
Effective Date: 24 May
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of transmission losses, from the last day available as of 17:00:00 of each
current day.

(d) At all times, in the case of imports using Network Economy Service over the AB-
BC intertie, the Market Price is, for each hour, the most recently available Alberta
Pool Price for each hour posted as of 17:00:00.

3. For the purposes of section 4 of Attachment Q, BC Hydro must advise the Transmission
Provider of:

(@) the current Threshold Purchase Price and Burrard Heat Rate on the first business
day after Attachment Q and this Tariff Supplement are made effective by order of
the Commission;

(b) any changes to the Threshold Purchase Price, at the same time as BC Hydro
communicates the new Threshold Purchase Price to Powerex; and

(c) any changes to the Burrard Heat Rate, on the date the changes occur.

The Transmission Provider must keep the Threshold Purchase Price provided by BC
Hydro confidential.

4. BC Hydro will prepare reports for each quarter of the calendar year, and post the reports
on its website and file them with the Commission and the Transmission Provider by the
end of the following quarter. The quarterly reports will set out the following information:

(@ The Threshold Purchase Price, and Burrard Heat Rate at the start of the quarter;
cach change in the Threshold Purchase Price and Burrard Heat Rate during the
quarter; the date of each change during the quarter; and the reason for a change in
the Burrard Heat Rate;

(b)  Net domestic volumes allocated pursuant to the Transfer Pricing Agreement for
each month of the quarter;

(©) Burrard Thermal Generating Station volumes for each month in the quarter;

(&)  Monthly system peaks during the quarter for the integrated domestic system, and
estimates for the Lower Mainland - Vancouver Island;

(e) A written attestation by an officer of BC Hydro to the veracity of the information
provided to the Transmission Provider pursuant to sections 4(a) to (d) above, and
that information provided to the Transmission Provider and the Commission
pursuant to section 3(b) above was provided to the Transmission Provider no later
than it was provided to Powerex Corp.

Order No.: Issued by: Marcel Reghelini, Director Regulatory Affairs
Accepted Date:
Effective Date:
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Time Period chmﬂ; Non Firm Customer Utgzzsa:li: n Utilizatiozp'll':;‘s,t Results
Customer

March 22, 2009 - April 25, 2009 98.0% 95.8% Pass May 1 - 31, 2009
February 22, 2009 — March 21, 2009 97.2% 94.1% Pass April 1 - 30, 2009
January 25, 2009 - February 21, 2009 97.8% 98.5% Pass March 1 - 31, 2009
December 21, 2008 — January 24, 2009 98.4% 95.4% Pass February 1 - 28, 2009
November 23, 2008 — December 20, 2008 97.4% 93.1% Pass January 1 - 31, 2009
October 26, 2008 — November 22, 2008 94.4% 96.5% Pass December 1 - 31, 2008
September 21, 2008 — October 25, 2008 97.4% 97.1% Pass November 1 - 30, 2008
August 24, 2008- September 20, 2008 97.20% 91.30% Pass October 1 - 31, 2008
July 27, 2008 — August 23, 2008 96.90% 95.50% Pass September 1 - 30, 2008

June 22, 2008 — July 26, 2008 94.90% 95.40% Pass August 1 - 31, 2008
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May 25, 2008 — June 21, 2008

April 20, 2008 — May 24, 2008

March 23, 2008 — April 19, 2008
February 24, 2008 — March 22, 2008
January 27, 2008 — February 23, 2008
December 23, 2007 — January 26, 2008
November 25 — December 22, 2007
October 21 — November 24, 2007
September 23 — October 20, 2007
August 26 — September 22, 2007

July 22 — August 25, 2007

99.20%

96.70%

98.90 %

98.20 %

96.40 %

97.40 %

96.10 %

93.80 %

94.10 %

97.20 %

96.10 %

71.50%

91.40%

93.50 %

98.70 %

95.80 %

90.80 %

93.40 %

92.80 %

93.40 %

91.50 %

95.00 %

Pass

Pass

Pass

Pass

Pass

Pass

Pass

Pass

Pass

Pass

Pass

July 1 - 31, 2008

June 1 - 30, 2008

May 1 - 31, 2008

April 1 - 30, 2008

March 1 - 31, 2008

February 1 - 29, 2008

January 1 - 31, 2008

December 1 - 31, 2007

November 1 - 30, 2007

October 1 - 30, 2007

September 1 - 30, 2007
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June 24 - July 21, 2007 97.30 % 89.50 % Pass August 1 - 31, 2007

May 27 — June 23, 2007 95.90 % 93.90 % Pass July 1 - 31, 2007
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17.0 NETWORK ECONOMY SERVICE

In this section:

Economic Test
Utilization Test
Posting Results
Transmission Processing and Curtailments

Reporting

17.1 Economic Test

17.1.1 Price Determinations

Market Price
= For the Alberta-BC Intertie:

- At all times and for each hour, the Market Price equals the most recently
available Alberta Pool Price for each hour posted as of 17:00:00.

=  For the US-BC Intertie:

- the HLH Market Price equals the HLH Mid-C Price multiplied by the US
Exchange Rate multiplied by the Loss Factor for BPA,

- the LLH Market Price equals the LLH Mid-C Price multiplied by the US
Exchange Rate multiplied by the Loss Factor for BPA; and

- The LLH Market Price will apply all day Sunday and all US NERC
Holidays.

- The Loss Factor for BPA is determined by BPAT's loss factor to Mid-C.

BCTC will determine Market Prices, as defined above, for extended delivery
windows consistent with the current practice for firm and non-firm service.

Trigger Price

During the period March 1 through October 31, for both interties, the Trigger
Price equals the Threshold Purchase Price, confidentially provided by BC Hydro,
and as defined and determined in the Transfer Pricing Agreement between BC
Hydro and Powerex.

Market Operations
Customer & Strategy Development August 6, 2008
Page 1 of 6
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During the period November 1 through February 28/29, as applicable:

» For the Alberta-BC Intertie, the Trigger Price equals the Threshold Purchase
Price; and

» For the US-BC Intertie, the Trigger Price equals the Midpoint price listed in

the Gas Daily for Northwest, Canadian Border (Sumas) multiplied by the US
Exchange Rate and multiplied by the Burrard Heat Rate.

17.1.2 Economic Test Results

BCTC will perform the Economic Test for each hour of the delivery day and for
each intertie. Based on the results of the Economic Test, BCTC will declare
Network Economy (NE) reservations as Type 1 - normal priority or Type 2 - non-
firm priority. Results will be posted as set out in Section 17.3 of this business
practice.

17.2 Utilization Test

BCTC will calculate the average utilization rate of Network Economy reservations
and the Non-firm PTP reservations by customers other than the network
customer or its marketing affiliates, respectively, as follows:

1. BCTC will calculate the utilization rate of all hourly and daily service for each
week in a reporting period by dividing the sum of total energy scheduled for
hourly and daily services by the sum of total reservations for hourly and daily
services in that week; and

2. The average utilization rate over the reporting period equals the average of
the utilization rates calculated for each of the 4 or 5 weeks in the reporting
period, as applicable.

Any week in a reporting period that has zero reservations in sum will be excluded
from the calculation of the average utilization rate.

A network customer passes the Utilization Test if the average utilization rate of
Network Economy reservations divided by the average utilization rate of the Non-
firm PTP reservations of third party customers is greater than or equal to 95
percent; otherwise, the network customer fails the Utilization Test.

The result of the Utilization Test for the last reporting period will be used to
establish the priority of NE reservations for the following calendar month.

17.3 Posting Results

BCTC will publish the type of NE service (Economic Test result) declared by date
and hour for the US-BC and AB-BC Import Interties. These results will be posted

Market Operations
Customer & Strategy Development August 6, 2008
Page 2 of 6
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at:

http://www.bctc.com/transmission_scheduling/transaction_data/network _econom
y/economic_test results/ by 23:59:00, two business days before the delivery
date. If the delivery day is part of an Extended Delivery window, then BCTC wiill
post Economic Test results for the appropriate days.

BCTC will post archived Economic Test results for up to the previous 90 days on
a Historical Results webpage at:
http://www.bctc.com/transmission_scheduling/transaction data/network econom
y/economic_test results/historical results.htm. BCTC will store archived
Economic Test results for up to 3 years.

17.4 Transmission Processing and Curtailments

A customer may access Economic Test results in advance of an OASIS request
to check whether the delivery hours of interest have been declared as Type 1 or
Type 2 priority.

Requests for NE submitted on OASIS are validated as follows.

17.4.1 Transmission Processing

Once a NE reservation has been received, and the priority type for the service
assigned based on the Economic Test (Type 1 or Type 2), the reservation will not
undergo any further Economic Testing, and the assigned priority type will persist
regardless of subsequent changes.

BCTC will determine the ATC available for the reservation and the cutting order
of the reservation based upon whether the reservation was assigned a Type 1 or
Type 2 priority.

If a network customer has failed the Utilization Test, then in the next calendar
month any subsequent NE requests for the next hour that are submitted after
xx:30 and before xx:40 will be assigned Type 2 priority.

If a network customer has passed the Utilization Test, then in the next calendar
month if any of the hours are of Type 2 then the reservation will be assigned
Type 2 priority; otherwise, the reservation will be assigned Type 1 priority.

In determining priority BCTC will exclude any hours with a 0 MW entry (a gap in
the transmission reservation).

17.4.2 Curtailments

Unused NE reservations will be curtailed before any other necessary
curtailments.

Market Operations
Customer & Strategy Development August 6, 2008
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BCTC will curtail unused NE reservations as follows:

1.

BCTC will curtail unused NE reservations at the end of the preschedule
window, on or after 17:00:00, for the following day and any days within an
extended delivery window. BCTC will curtail unused NE transmission
reservations down to the total sum of the flow amount for all energy
schedules.

If a network customer has passed the Utilization Test, BCTC will curtail all
unused NE at XX:40 in real time prior to the delivery hour. BCTC will curtail
unused NE transmission reservations down to the total sum of the flow
amount for all energy schedules.

If a network customer has failed the Utilization Test, BCTC will curtail all
unused NE at XX:30 in real time and at XX:40 in real time prior to the delivery
hour. BCTC will curtail unused NE transmission reservations down to the
total sum of the flow amount for all energy schedules.

The following practices also apply:

The submission time of the eTag is used to determine if the energy schedule
is valid and can be associated with the NE reservation and considered
utilized.

The assigned priority of Type 1 or Type 2 has no effect on the extent of the
curtailment of unused NE. Both types will have all unused transmission fully
curtailed.

BCTC will perform all cuts for unused NE on the two Intertie paths at the
same time.

An energy schedule that is received will be validated for any non-curtailed NE
reservations as well as any non-NE type reservations.

- Blanket energy schedules may be associated with a set of NE
reservations, of which one or more may be subject to curtailment, but
BCTC will not allocate the NE energy schedule to the NE reservation
currently being curtailed. However, BCTC will continue to validate the
energy schedule against the other NE reservations not subject to
curtailment.

- Superblanket energy schedules may be associated with transmission
reservations of varying service types, of which one or more NE
reservations may be subject to curtailment, but BCTC will not allocate the
energy schedule to the NE transmission currently being curtailed.

Market Operations
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17.5 Reporting

17.5.1 Network Economy Service

On a weekly basis, BCTC will post the following data with respect to NE Service
at
http://www.bctc.com/transmission_scheduling/transaction_data/network _econom

v/

=  MWh Volume of NE reservations — Amount of NE transmission reservations;

*  MWh Volume of NE Scheduled Energy — Energy scheduled on NE
transmission reservations;

=  Number of NE transactions — Number of transactions for NE transmission
reservations. Number of transactions for NE with scheduled energy. Number
of NE Schedules.

= Unused NE — MWh volume of NE transmission reservations minus MWh
volume of NE energy scheduled (both adjusted for curtailments and
interruptions), and the utilization percentage for each hour;

= NE Economic Interruptions — NE interruptions of Non-Firm Point-To-Point
transmission service at XX:40, reflecting the last action that resulted in the
interruption;

» The date and time of any change to the Threshold Purchase Price, as defined
in section 1 of Tariff Supplement BCTC-1; and

= The current Burrard Heat Rate, as defined in section 1 of Tariff Supplement
BCTC-1.

17.5.2 Non-Firm Point-to-Point Service

On a weekly basis, BCTC will post the following data with respect to non-firm
PTP service at

http://www.bctc.com/transmission _scheduling/transaction data/network econom
y/non-firm_utilization/

=  MWh Volume of Non-Firm Point-To-Point reservations — Amount of Non-Firm
Point-To-Point transmission reservations;

=  MWh Volume of Non-Firm Point-To-Point Scheduled Energy — Energy
scheduled on Non-Firm Point-To-Point transmission reservations;

=  Number of Non-Firm Point-To-Point transactions — Number of transactions for
Non-Firm Point-To-Point transmission reservations. Number of transactions
for Non-Firm Point-To-Point with scheduled energy. Number of Non-Firm
Point-To- Point Energy Schedules; and

Market Operations
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= Unused Non-Firm Point-To- Point — MWh volume of Non-Firm Point-To-Point
transmission reservations minus MWh volume of Non-Firm Point-To-Point
energy scheduled (both adjusted for curtailments and interruptions) and the
utilization percentage for each hour.

17.5.3 Weekly Utilization Reports

On a weekly basis, BCTC will post the following data with respect to non-firm
PTP service at

http://www.bctc.com/transmission _scheduling/transaction data/network econom
y/non-firm_utilization/

= MWh volume of total energy scheduled for hourly and daily services for the
applicable week of the Utilization Test reporting period, as per Attachment Q,
Section 5 of the Tariff; and

=  MWh volume of total reservations for hourly and daily services for the

applicable week of the Utilization Test reporting period, as per Attachment Q,
Section 5 of the Tariff.
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