
APPENDIX A: TERMS OF REFERENCE 

. -. . 
* _- PROVINCE OF BIUIYSH COLUMWA 

* .. ' ~ F E R  . .  OF THE LIEUTENANT GOVERNOR IN COUNCIL 

(YIP 29- 0 2 5 3  , I l p p m v r d n d b d r r d  
-r - 

W h C o w d M .  . 
. .  

Eucutive cauncn chrrnbq victorl. 

On the rtxmnsnbadation of the undasignod, the Li- Govanor, by and with thr; rdvicc d consat of the 
Executive Council, ordcrs that pursuant to Kction 5 of the U.$l&:~.$2m1?J&sfon Act, the ficuiaumt Govanor in 
caundl rq- the British Columbia Utilities Commission to provide recommendations relating to the mafter 
of a heritage contract and other electricity policy m a m  w spccifid in the Tams of Reference attached as 
Schedule A to this Order. 
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IN THZ MATTER OF the UtiliUcs Commission Act (‘yhc A d . )  

and 

LN THE MkTTER OF Recommendations Relating to a Heritage Contract for BC Hydro’s 
Existing Generaticm Reso-, and to Stepped Rata and Transmission AWS 

WHEREAS, under Soction 5(1) of the Act, the Lieutenant Governor in Council (“LGIC‘) may 
request thc BC Utilities Commkion (“BCUC or “Commksion”) to provide advice on any 
matter the LGIC specifies; and 

WHER?5AS on November 25,2002, the ProviTlcc of Brit& Columbia announced its new & e r ~ y  
Plan, the four comerstones of which are: low electricity roks and public ownmh;p of BC Hydro; 
sccurc and rcliablc energy supplx mom private sector opportUnitics; and cnvironmcnhl 
responsibility and no nuclear power s o u r c ~ ;  and 

WHEREAS the Enngy Plan outlines several Policy Actions dcsigwd to ensue British 
Columbians have continued access to sufficient supplies of dependabb lowcost e1cctricitE and 

WHEREAS thc En& PLaa providbs in Policy Action #S that the Commission will once again 
regulate the rates charged byBC Hydro; and 

WHEREAS the E n e w  Plan contemplates that the Comxpission should conduct m inquiry to 
develop and refine cutain policy arcas dating ‘to rcgdation of BC Hydro prior to thc 
~ ~ ~ C C m C n t  of its review of BC Hydro’s rates and should submit a report to govcmmcnt 
describing changes to legislation and rcgdations that it believes arc W i l e  in that connection; 
and 

-AS the h a - g y  Plan contamplatcs a full review of BC Hydro’s rate l m l s  basad on an 
application to be filed before March 3 1,2004; and 

the Energy Plan provides in Policy A&n #1 that a Icgislatud haritage contract will 
be between BC Hydro’s g m d o n  line of business and its distriiution line of business 
for a term of tm years initid5 and 

UrHEREAS tho Enargy Plan provides in Policy Action #2 that an nppropriatc lcvcl of txadc 
mv~nuu, nct of incmmoabrl oosts properly allocntd by BC Hydro for intcrnal management 
p~pposcs, will continua to be assigned for ratesctthg purposes to help maintain low wd stabtc 
rates for BC consumas; and 
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NOW THEREFORE ths Commission shall conduct aa inquiry pursuant to Saction 5 of the Act in 
c o m p l i i  with the following Terms of Ro€crencc: 

The gcnual purpose of the insUiry is to obtain the Commission's Recommendvion~ on 
what changes. if any, should be madc to legidlation, regdations, special directions or 
special directives affecting BC Hydra audor &e Commission in order to implmmt the 
Enugy Plan in connsction with the issues identified in paragraphs 3 and 4 of these Tcnns 
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For greater certainw, the Commission shall provide Rkommendations on whether the 
currrnt rate stabilization account provided for in Special Direction 8 and Special 
Directive 4 sbould be & i d  ami, If so, whather any alternative form of deferral 
account mechanism should be conoidurd to implemeat tbs Commission's 
RscommenWons with nspd to paragraph 3 of the Terms of Rcfaence, and an whether 
there is a nod far revisions to paragraph 3 of Special W o n  8 to implement the 
commission's Recommendations with rcspact to paragraph 4 of the Tams of Reference. 

With rcspcct to Policy Action #1 firm the bergy Plan. the Commission shall make 
Ra;ommdations concerning the tcm and conditions wkich should be contained in a 
HOitage Contrnct bas& on thc fdlowing assumptions: 

2. 

27 
28 

(a) The ZCSMP~CS and obli&ons to which the Heritago Contract shall relate art tho= 
set out m Schedule A; 

The classes of customers that wc eligible lo benefit from the Hcritagc Contract 
arc those $4 out in Schedule B, an may be mondcd fmm time to timc to reflect 
the introduction of new rate ~hucturcs or options; 

Except as 0rprtssAy provided hrreb. tho datSrmination of rotcs for cu.!itmaS 
identified in Schodulc B will not bc considered until after the Commission's 
R e c o m m ~ ~ o n s  have bccn grovided to thc Licutcnant Governor in Council 
pursunnt to these Terms of Re-, and 

The quantity of energy producible fium Qc rcsowcu shall be detmnined 
~ s u h g  average water colEditiom for tha duratkm of the Heritage Conhact 
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(b) 

(c) 

(d) 
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Tha gUintity of meqy which wil l  be a v m i l e  under ths? Heritage Ccmtract; 

The cost of suppIying the anetgy i d m d  in subparagraph (a), including: 

(i) All casts pmpcrly allocated tu that activity by BC Hydro for m t d  
management pmpoaes; 

(ii) An allowpnct for nturn on BC H W s  equity invested in the assets 
identified in Schtdule A; and 

The portion, if any, of tnnsmission ass& that should be deemed to be 
“gcnaationr~lnkd” md which should bc included in the hentage wnhBc1 
for costing putposeg and ultimataly to bc r a c ; o v d  in clcctricity rates of 
BC Hydro’s distribution line of business; 

for the quantity of energy identilid id e u b p w p h  (a); 

Having r e g d  for the considerations d d  to in 3(h) below, the provisions that 
should’ bc included in the Heritage Contract relating to capacity, shape, and 
schohling flexiiility to fairly allocate the benefits ar is ing from the rcsourccs 
listed in Schcdulc 4 unda average water arising from the resowces listed in 
Schedule und& average watet conditions betwe.cn the customtrs listed in 
Schedule B and BC Hydro; 

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

The extent to whicb the quantity, price or other terms or conditions relating to the 
acquisition o f  tbc heritage cncrgy by the distribution line of business should vary 
dtuing the Glial ten-year term of the Heritage Contract: 

- 

(iii9 

The prim that BC Hybto’s distribution line of business should be darned to pay 

. 

(i) by reason of  changed e; 

(E) 

. * 

by mason of a dctamindon that the allocation ihtified in subparagraph 
@) is not appmpriate; 

by reason of capital maiptenancc or similar i n v o s ~ t s  not intcudcd to 
materially affoct the productive capacity of the assets listcd in Schcdulc A; 
and; 

(iv) by mason of any othw factor the Commission bslicvas is important; 

ThC mnwal mvisions which should apply to ths continuation of the Heritage 
Contract after the expiry of an initial tan-year term; 

Cii) 
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(h) ThanppIopr izte-hd 

(i) which prwidm incmths to, and allows, BC Hyxh-0 and its al iater  and ' 

aubsidiaxia~ to make timely docisioas to maximize trade f~vmue~ act of 
cads Propnty aUoWcd by BC Hydro fm htcrnal marragrmcnt p"pofia 
in of the d h n n t i o n s  made puraurrnt to subparagraph (d); and 

to allocate amounts of trade rcvmue, net of incmmsntal ests pmperly 
allocated by BC Hydro far intandl management pufposes, up to a 
maximum of 5200 million per year, between BC Hydro and nutomers 
listed in Schedule B in a matlner that provides rewnids to the party that 
takas risk mciated with redizing those rewards while minimizing thc 
expenses ancl dclnys associated with regulatory oversight of actiritiw 
relating to trade; 

The detcrrnination of the state data of the Heritage Contract including potmtid 
adjmbents at the start of the Heritage Contract r e l a  to capacity, shapc and 

The Commission shall make specific Rocammendations relathg to any changes it 
believes am desirable in the ratcs of h-msmwu * 'on voltage customers to accomplish the 
objcctiva act out in the Energy Plan, indudin& 

(a) Thc Grms and coqtions that should g o v m  existing and new large industrial or 
transmission ~ t e  customers' w s  to trrnsmissl 'on far the purpose of acquiring 
powa fmm other cmrgy supplia' gcncration; 

The detailed provisions of new stcppcd rate schedules as mor0 fully dbscribd in 
tho Energy P h  including load agpgation by a customcr With facilities at more 
than one location; and 

The principles which should govua the tsmts and conditions under which large 
industrial or bansmission rate customers wishing to obtain generation from 
alternate supplim may &line to obtain sewice h m  BC Hydro or may apply to 
ob- s&cc fiom BC Hydro thereafter. 

For the purpose of conducting this inquiry and obtaining stakebider input the 
Commission may abek and anpby expat advics on various subjects and shall employ 

or all of the powers provided to it under the A a  and. in particular, may, in its sob 
&action, employ d i m e  pmcednrcs to resolve apccific issues withm the T C I ~ S  of 
R e b w .  including as ~ m p r i a t q  Warkshops. mediation, dispute resolution 
mechanisms. pre-heariag confcrencer. and oral and writtm public huuings. 

The C~aunissian shall raqUira BC Hydro to file by April 30. 2003 a pmposal that 
idcnthics the detailed Rccommcndationa and reasons that BC Hydro bclicvcs should bc 
contained in the Cammission's report to the Lieutenant &veruor in council. 
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1 7. me Commission shall inyitc commcot 011 BC H*'S p r o p 4  iiom 4 ecctcd 
2 stakeholders and id-@ appropxiate process to consider it in Mmplipncc with 
3 5. 

4 8. The Commission shall submit a report to Lhc L i e u t a t  Governor in Council by rn later 
5 than ootobar 17. 2003, listing its Rcammcn~OnS and the reasons far the 
6 RccommdationS. hcl- proposed logislation. mgulations, s p d  directions to the 
7 

8 9. 
9 

Commission or special directives to BC Hydro, BE it thinks fit. 
I _  

The Commission ahall consider any other matters that may be specified h eupplrmontary 
T U ~ S  offif- issued by the Lieutenant Gownor in Council pursuant to Section 5 

10 of the Act. 

11 Marcb7,2003 
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@) ThamdFocilitias 

B d ’ X h d  
Fort Nelson 
Prince R u p d  

A PROPOSAL BY THE BC HYDRO AND POWER AUTHORITY 
REGARDING A HERITAGE CONTRACT, STEPPED RATES AND ACCESS PRINCIPLES - APRIL 30,2003 



1 
2 

7 

SCEIEXluLE B 

Realdentid 
scmce 

1102 
1103 

1105 
1107 
1111 

1113 
1117 

1121 
1123 

1127 

1131 

1 I32 
1133 
1134 

1135 
1137 
1148 

Gcnernl 
Service 

1200 
1201 
1205 

1206 
1207 
1210 

1211 

1220 
1222 
1223 
1233. 

1234 

1241 
1242 

1243 
I244 

I255 
1256 

1265 
1266 

1277 

1278 

1288 

Tlmsmirriaa 
Scrvict Lighting lrrlgatlon 

S v v i C C  Service 

1401 1701 1821 
1702 1848 

1703 1852 
1704 3 808 
1755 TS #I 
1761 

1770 
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