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Executive Summary

BC Hydro developed the First Nations and stakeholder engagement processes
for the 2004 Integrated Electricity Plan (IEP) to inform interested parties and
obtain their feedback about the IEP. The process also helps to answer
questions, foster openness and build trust between BC Hydro and interested
parties.

First Nations Engagement

First Nations are a key party in the development of the 2004 IEP. BC Hydro
worked with and included First Nations and aboriginal organizations in its
information contacts, public meetings and other activities. On the advice of the
First Nations Water Use Planning Committee, a provincial committee that
discusses common issues and concerns regarding water use planning,

BC Hydro hired an independent First Nations facilitator to coordinate meetings
with First Nations and aboriginal organizations in locations around British
Columbia and to report on the outcomes.

Regional meetings with First Nations took place in eight communities between
January 26 and February 24, 2004. Participants raised various issues,
including:

e Consultation and accommodation;

e Aboriginal rights and title;

¢ Unresolved grievances;

o |EP objectives, risks and uncertainty;
o Electrification of Aboriginal communities;
¢ Reliability of electrical supply;

e Relations with and benefits from IPPs;
e Revenue sharing;

e Energy costs;

e Transmission lines;

e Large hydro and coal-fired projects;

e Environmental impacts; and

e Energy efficiency and Power Smart.

The independent facilitator wrote a final report that was presented to the
First Nations Water Use Planning Committee. It is contained unedited in
Appendix A.

Stakeholders Engagement

BC Hydro’s focus in conducting stakeholder engagement was to act proactively
to provide clear, factual information to:

¢ Independent power producers (IPPs);
e BC Hydro customers and customer representatives;
¢ Opinion leaders;

March 31, 2004 BGhydro & PAGE 4



PART 4: FIRST NATIONS AND STAKEHOLDER ENGAGEMENT 2004 INTEGRATED ELECTRICITY PLAN

e Broad-based environmental groups;

o Ratepayer organizations;

¢ Municipal and regional governments;

e Chambers of Commerce and Rotary Clubs;
e The provincial government; and

e BC Hydro employees.

An Advisory Group composed of internal and external energy experts was
formed to provide advice to the IEP team. The group reviewed the planning
process, the research and the draft texts, and they provided a wide variety of
suggestions to ensure the IEP took into account both technical and policy
considerations.

Engagement Process
The stakeholder engagement process took place as follows:

e Focus groups to canvas opinions about the general direction, context and factual
background for the planning process;

o A workshop facilitated by the Rocky Mountain Institute focusing on capacity
options for Vancouver Island;

¢ Meetings with interested parties and website postings to share information and
receive comments; and

¢ Information sessions to gather input from invited representatives across the
province on four key questions.

Each stage of the process was supported by communications activities such as:
o A Web page providing IEP-related information resources;
o Atoll-free project phone line;
¢ [nformation sheets; and

¢ Communications on related BC Hydro activities such as Power Smatrt, IPP
announcements and Energy Plan Implementation activities.

Through the stakeholder engagement process, BC Hydro received input from
more than 250 individuals or organizations, including contacts by telephone and
email, informal discussions and information sessions.

Stakeholder comments informed the 2004 IEP, and assisted in focusing on
aspects of the IEP that are important to British Columbians. BC Hydro
considered the input within the context of the timeline limitations and the range
of options available in accordance with the B.C. Energy Plan and the BCUC
Resource Planning Guidelines. Some ideas and thoughts that stakeholders
raised during the engagement process go beyond the scope of the IEP.

BC Hydro will address these ideas in ongoing operating and planning activities,
or forward them to other agencies.

March 31, 2004 BGhydro & PAGE 5



PART 4: FIRST NATIONS AND STAKEHOLDER ENGAGEMENT 2004 INTEGRATED ELECTRICITY PLAN

Outcomes

Key outcomes from the stakeholder engagement processes included the
following:

e Stakeholders, especially residential customers, want BC Hydro to consider
economic, social and environmental factors (i.e., triple bottom line) in planning
future electricity supply.

¢ While most stakeholders value environmental responsibility, they place a higher
priority on maintaining or improving reliability and maintaining low-cost electricity
supply. This is particularly important to industrial customers and reflects the high
cost of outages to these customers. Although the same seems to be true for most
stakeholders representing commercial and residential customer interests, opinion
is more varied among residential customers. For example, many Vancouver
Island and Fraser Valley stakeholders said that they value environmental
responsibility over reliability and low cost.

o Stakeholders held diverse views about the most appropriate resource options for
new electricity supply. Most stakeholders generally agree that BC Hydro’s existing
resource acquisition program is appropriate. Most stakeholders strongly support
making better use of existing resource options, such as:

o Demand-side management through incentives and education;

0 Rate options to manage peaks and conservation, including time-of-
use, curtailable load (including residential customers), and green
rate options;

o Resource Smart; and
0 Biomass (woodwaste and agricultural waste) and biogas.

e Many stakeholders support increased Independent power producer distributed
and community-based generation, especially for remote communities (e.g. at the
far end of distribution lines) and to support economic development.

e Stakeholders are interested in BC Hydro remaining a public entity and they
recommend more planning integration between BC Hydro, gas utilities,
municipalities, BC Transmission Corporation and others.

BC Hydro values the input from stakeholders and has reflected the comments in
the IEP where possible. BC Hydro will continue to engage them in its integrated
electricity planning.

March 31, 2004 BGhydro & PAGE 6
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1 Planning for the Future — An Overview

An integrated electricity plan (IEP) presents an electric utility’s long-term plan for
acquiring electricity resources to meet forecast customer needs. IEPs have
been an integral part of BC Hydro’s overall business planning process for many
years. These plans provide the framework to support prudent investments in
demand-side management (DSM), generation facilities and transmission
infrastructure. This, in turn, ensures that BC Hydro meets its obligation to supply
reliable electricity service to its customers at least cost, and consistent with
other planning objectives.

Integrated electricity systems are complex and capital-intensive. Most new
resources also require significant lead times to build. As a result, electric utilities
plan ahead to be sure that the required resources will be in place when needed.
IEPs are typically based on load forecasts and resource options that cover 15 to
20 years. Taking this long-term view, however, does not mean that BC Hydro is
locked into each of the resource options identified over the planning horizon. In
fact, the IEP must be sufficiently flexible to respond to changing market
conditions and future uncertainties. In other words, the IEP must meet planning
objectives against a range of possible futures as these futures cannot be
predicted with certainty.

BC Hydro periodically reviews and updates its IEP. BC Hydro’s most recent
published IEP was issued in 2000 as an update to the 1995 IEP. A new IEP was
to have been completed in 2001. However, the 2001 IEP planning process was
put on hold in August 2001, pending the B.C. government’s review of provincial
energy policy. The B.C. Energy Plan, released in November 2002, enabled

BC Hydro to proceed with the development of the 2004 IEP.

The primary purpose of BC Hydro’s 2004 IEP is to project the nature and
guantity of BC Hydro’s resource needs over the next 20 years. This strategic
direction guides the management of BC Hydro’s owned and contracted energy
resources, as well as future acquisition processes.

Specifically, the 2004 IEP:

e Provides the planning foundation for future demand-side management programs
(Power Smart), private sector calls for electricity, and other resource acquisitions;

e Demonstrates to First Nations, stakeholders and the B.C. Utilities Commission
(BCUC) that BC Hydro has a plan to meet future customer demand for electricity
that recognizes key risks and uncertainties;

¢ Considers and incorporates, where feasible, feedback from the First Nation and
stakeholder engagement process;

¢ Demonstrates how environmental, social and economic considerations are
included in electricity planning; and

¢ |dentifies an Action Plan that specifies initiatives to implement the IEP.

March 31, 2004 BGhydro & PAGE 7



PART 4: FIRST NATIONS AND STAKEHOLDER ENGAGEMENT 2004 INTEGRATED ELECTRICITY PLAN

BC Hydro’s 2004 IEP has nine components:
e Summary
o Partl. Introduction and Planning Objectives
o Part2. Demand-Supply Outlook

o Part3. Resource Options

o Part4. First Nations and Stakeholder Engagement
o Parth. Portfolio Evaluation Process

o Parté6. Portfolio Evaluation Results

e Part?. Action Plan
e Glossary

March 31, 2004 BGhydro & PAGE 8
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2 First Nations and Stakeholder Engagement
Planning and Process

First Nations and stakeholder engagement is the process by which BC Hydro
provided information about and requested input on the 2004 IEP. BC Hydro
engaged representatives from:

e First Nations;*

¢ Independent power producers (IPPs);

¢ BC Hydro customers and customer representatives;
e Opinion leaders;

e Broad-based environmental groups;

e Ratepayer organizations;

¢ Municipal and regional governments;

¢ Chambers of Commerce and Rotary Clubs;

e The provincial government; and

e BC Hydro employees.

*On the advice of First Nations representatives, BC Hydro established a
separate and parallel process to engage First Nations and solicit their input.
This process involved a series of regional meetings coordinated and led by an
independent First Nations facilitator, who has also produced an independent
report, appended unedited as Appendix A. Section 3 briefly outlines the process
and its outcomes.

March 31, 2004 BGhydro & PAGE 9
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3

3.1

3.2

First Nations Engagement

BC Hydro worked with First Nations to engage them in the 2004 IEP. This
section provides an overview of the process and key outcomes.

First Nations Water Use Planning Committee

For several years, a number of First Nations in B.C. have been involved in the
water use planning process to assess how BC Hydro uses water for electricity
production and the impacts of hydroelectric generation. Each of 17 facilities
reviewed had its own local First Nations working group, which was involved in
defining issues, setting terms of reference for studies and developing
recommendations for the future operations. A provincial First Nations Water Use
Planning Committee (FNWUPC), chaired by Fred Fortier of the B.C. Aboriginal
Fisheries Commission, is comprised of First Nations’ representatives from each
of the 17 water use planning committees. This provincial committee was
established to discuss common issues and concerns that arise from the
individual WUP tables.

In October 2003, BC Hydro approached the FNWUPC to let it know that

BC Hydro was in the process of developing its 2004 IEP. BC Hydro asked the
FNWUPC for its advice on how best to engage First Nations on the IEP. The
FNWUPC said that, given the likelihood that future developments could affect
First Nations interests, it was essential that First Nations be actively involved in
this planning process. The FNWUPC struck a sub-committee consisting of Fred
Fortier, Chair of the B.C. Aboriginal Fisheries Commission; Randall Lewis,
Squamish Nation; Bill Greene, Columbia River Intertribal Fisheries Commission;
Dave Lightly, Tseshaht First Nation; Marilyn Mura, B.C. Aboriginal Fisheries
Commission; and Claire Marshall, BC Hydro.

The sub-committee recommended that an independent First Nations’ facilitator
be hired to conduct discussions around the province. As part of the work, the
facilitator prepared a discussion paper on the potential implications of the IEP
on First Nations’ interests. BC Hydro hired Cheryl Brooks, from the Sto:lo
Nation, but currently living in Duncan, B.C., to take on this work. She
documented the input and issues that First Nations raised through the regional
information sessions in a report to the FNWUPC.

BC Hydro posted the notes from the meetings and Ms. Brooks’ report on its
website, and it forms Appendix A to this part of the IEP.

First Nations Regional Information Sessions

First Nations information discussions on the IEP were planned for nine locations
around British Columbia. At the sessions, BC Hydro handed out resource
material and gave a formal presentation on the electricity planning process. The
independent facilitator led discussion and encouraged questions and answers.

Table 3.1 lists the locations and dates of information sessions in Aboriginal
communities.

March 31, 2004 BGhydro i rAGE 10
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Table 3.1 First Nations Information Sessions

Location Date and Time Venue

North Vancouver January 26, 2004 Squamish Nation Recreation
Centre

Chilliwack January 30, 2004 Travelodge

Fort St John (no February 3, 2004 Quality Inn - Northern Grand

attendees)

Prince George February 4, 2004 Coast Inn of the North

Terrace February 5, 2004 Kermode Friendship Centre

Victoria February 9, 2004 Holiday Inn Blanchard Street

Kamloops February 17, 2004 The Coast Inn

Cranbrook February 18, 2004 Delta — St. Eugene’s Mission

Qualicum February 24, 2004 Qualicum First Nation Band
Hall

Comments from First Nations participants provided input into the 2004 IEP. Key
points that were raised are summarized as follows:

3.2.1 Transmission Lines

e First Nations are concerned about the cumulative impacts of transmission lines in
their territories. Concerns expressed include the encumbering of development on
reserves; the potential health effects of electromagnetic fields (EMF); the use of
herbicides and pesticides; and impacts on wildlife.

e First Nations stated that transmission lines running through their territories impact
Aboriginal rights and title and that future choices coming out of the IEP would
require accommodating First Nations’ interests.

e Some First Nations in the Chilliwack area stated their opposition to building new
transmission lines from the Interior to the Lower Mainland, on the basis that they
are already located in a narrow transmission corridor and may suffer additional
impacts.

e Some First Nations in the Interior stated that although they have too many
transmission routes through their area, they would consider granting access if
they received some benefits from BC Hydro such as connecting their communities
to the grid.

3.2.2 Large Hydro

» First Nations are concerned about the cumulative impacts of dams on
their traditional territories, such as loss of hunting and gathering,

March 31, 2004 BGhydro i rAGE 11
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3.2.3

3.24

3.25

adverse affects to fish stocks, and alienation of sacred areas and
heritage sites.

First Nations in the North Vancouver session stated that BC Hydro,
should take the Elaho project out of the proposed resource options, on
the basis that the area is of great cultural significance to the First
Nations and is home to the last stand of old growth forest in the
Squamish Nation’s traditional territory.

Coal

In the Cranbrook session, some First Nations stated that they will not
support coal generation unless the technology greatly improves. First
Nations in the northern sessions stated that they are opposed to coal-
fired generation because of its environmental impacts and high air
emissions.

Consultation

First Nations want a clear response from BC Hydro as to whether it
considers itself to have fiduciary responsibility to First Nations. They
believe that effective and meaningful consultation cannot occur with First
Nations until this is resolved. First Nations believe that BC Hydro, as an
agent of the Crown, has a fiduciary responsibility and should undertake
meaningful consultation for the IEP. BC Hydro explained at the sessions
that it did not view the First Nations regional information sessions as
consultation, but rather as providing information on, and gathering input
for, the IEP.

First Nations believe that from a planning perspective, it is inappropriate
to wait until the project stage to formally consult First Nations. They said
that the IEP is the blueprint for future projects and that First Nations’
ability to affect those decisions is much reduced when they only get
formally consulted on projects that are ready to be permitted.

First Nations believe that the time frame for them to provide input to the
IEP is unreasonable and that BC Hydro should have begun discussions
much earlier then it did.

Electrification of Aboriginal Communities

The topic of providing reliable power to remote First Nations
communities came up in every session. First Nations said that
electrification of communities is essential to social and economic
development of communities. For those First Nations who do not have
reliable power, they said that they will be further marginalized and that
this could result in anger and frustration that could lead to risks to

BC Hydro’s operations.

First Nations said that BC Hydro has a responsibility to electrify their
communities because they have already suffered impacts from
BC Hydro’s dams and transmission lines.

Many First Nations’ communities are not on BC Hydro’s grid and said
they want to receive service from BC Hydro rather than rely on diesel
generators.

March 31, 2004
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3.2.6

3.2.7

3.2.8

3.29

Unresolved Grievances

First Nations said that the issue of compensation for past infringements
is a major outstanding issue that needs to be resolved and that it is
difficult to discuss the future when past infringements remain
unresolved.

Many First Nations stated that when the original transmission lines were
built, they were promised free power in exchange for the right of ways
through their lands.

Reliability

In Prince George, some First Nations stated that the use of more
environmentally friendly sources of generation was more important than
reliability.

Many First Nations in the northern sessions complained about frequent
outages (blackouts and brownouts). One community stated that it often
takes two to three days to regain power. Some First Nations spoke
about losing their yearly food supply due to power outages, creating
health and safety concerns for their citizens.

Many First Nation communities, both on- and off-grid, said they
experience poor reliability or power quality and suggested that future IPP
calls give preference to projects that increase reliability or provide new
electrification.

Independent Power Producer (IPPs)

First Nations communities expressed interest about opportunities to be
self-sufficient by supplying their own power. They said that BC Hydro
has a higher moral and social responsibility to encourage and promote
opportunities for First Nations to benefit from IPPs.

First Nations also said that when BC Hydro issues calls for acquiring
power, First Nations interests should be given the same weight as other
criteria, such as price and environmental factors.

First Nations have concerns about private proponents’ ability to consult
effectively with First Nations and that BC Hydro has a responsibility to
facilitate and ensure that proper consultation standards are met.

Revenue Sharing

First Nations expressed an interest in revenue sharing. Participants said
that BC Hydro will eventually have to deal with revenue sharing because
the province and other resource companies are moving in that direction,
and that if BC Hydro cannot deal with revenue sharing at this time, it
should provide expertise and capacity to First Nations interested in
developing green energy options. First Nations said that they want

BC Hydro to commit to exploring meaningful revenue sharing
opportunities.

March 31, 2004
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3.2.10

3.2.11

3.2.12

3.2.13

3.2.14

Energy Costs

First Nations expressed concern that BC Hydro is not considering the
financial cost implications of consultation, accommodation measures,
benefit agreements and revenue sharing with First Nations in its cost
estimates for power projects. First Nations also commented that
environmental costs such as studies and Kyoto emission charges should
be included in BC Hydro’s planning estimates.

First Nations said that, because of the prevalence of unemployment and
poverty in their communities, a rate increase would be hard on many of
their citizens, as many First Nations’ people cannot afford electricity
now.

Environmental Impacts

First Nations in all sessions voiced strong concerns about environmental
impacts. First Nations expressed their desire to protect natural resources
and are concerned about further adverse affects on fish and wildlife.

First Nations stated that they want BC Hydro to adopt higher
environmental standards and to impose these high standards on its
suppliers, including IPPs.

First Nations expressed concern about the high air emissions from
diesel generation, which is the source of power for many First Nations’
communities. They said that they feel forced to rely on diesel because
BC Hydro will not connect them to the grid, and that this is contrary to
BC Hydro’s social and environmental objectives.

First Nations said they are interested in BC Hydro pursuing green
energy options generally, and for their communities specifically.

Rights and Title

First Nations said that BC Hydro’s developments have interfered with
their lifestyles and interests.

First Nations said they want BC Hydro to acknowledge and deal with
Aboriginal rights and title.

IEP Objectives and Risks and Uncertainties

First Nations said that the IEP should include an objective of social
responsibility.

Some First Nations said that impacts on Aboriginal rights and title should
be factored in as risks and uncertainties.

Energy Efficiency

Many First Nations expressed an interest in learning more about how to
improve energy efficiency.

A comment was made that BC Hydro’s Power Smart program is
designed for urban, middle class people. It was suggested that

BC Hydro consider the unique needs of on-reserve communities and
implement energy efficiency initiatives that are effective for First Nations’

March 31, 2004
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communities. First Nations said that, because they buy appliances and
construction materials collectively, a directed Power Smart program for
First Nations communities would realize greater energy savings than
programs directed at individual home owners.

3.3 Next Steps

First Nations’ comments and concerns have been documented as part of the
IEP and are available on BC Hydro's website. Copies of the final report written
by the independent facilitator were sent to all First Nations’ participants along
with a letter describing the IEP process and BC Hydro’s appreciation of
participants’ attendance in the sessions.

Many of the comments and concerns received from First Nations were outside
the scope of the IEP. BC Hydro acknowledges the concerns raised by First
Nations and will review and respond to them. Issues raised outside the scope of
the IEP will be communicated to others at BC Hydro and British Columbia
Transmission Corporation and issues beyond BC Hydro’s mandate will be
communicated to the provincial government and other agencies. BC Hydro's
efforts to work with First Nations on addressing issues raised during the IEP
process will be considered on an ongoing basis and communicated directly to
the respective First Nations. The progress on BC Hydro's efforts to address
First Nations’ concerns will be summarized on BC Hydro’s Aboriginal Relations
website as activities occur.

BC Hydro plans to update the IEP every two years and the Action Plan
annually, and will seek further comments and input from First Nations and
aboriginal organizations to help shape future electricity planning activities.
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4 Stakeholder Engagement

4.1 Objectives

The objective of the 2004 IEP stakeholder engagement process is to inform
stakeholders and obtain their feedback on the 2004 IEP in order to answer
guestions, foster openness and build trust between BC Hydro and interested
parties.

BC Hydro’s focus has been to proactively provide clear, factual information to
key opinion leaders, the general public and employees about:

e BC Hydro activities related to the November 2002 B.C. Energy Plan;

e BC Hydro’s resource acquisition strategy;

e Resource options; and

e Considerations such as reliability, low cost, private development and
environmental responsibility.

4.2 Process

An important part of developing the IEP is sharing information with and soliciting
comments from stakeholders. A key stakeholder group is BC Hydro’s more than
1.6 million customers in an area containing over 94 per cent of British
Columbia’s population. Because impacts of the IEP can extend to non-service
areas of British Columbia (e.g. in the West Kootenays), BC Hydro includes
residents of the entire province as its stakeholders.

Planning and preparation for stakeholder engagement began in February 2003.
This part of the IEP summarizes the process and input received from
stakeholders.

The stakeholder engagement process took place as follows:

e Focus groups were held in June 2003 to canvas opinions about the general
direction, the context and the factual background for the planning process;

o A workshop facilitated by the Rocky Mountain Institute focusing on capacity
options for Vancouver Island was held in July 2003;

¢ Meetings with interested parties and website postings to share information and
receive comments began in December 2003; and

e Information sessions to gather input from invited representatives from across the
province on four key questions were held in January and February 2004.

The process was supported by communications activities such as:
o Atoll-free project telephone line;
o A Website at www.bchydro.com/iep;
¢ Information sheets;

e Initiation of a planning educational tool (PowerQUEST and PowerQUEST
Express), which will be available for future planning activities;

¢ Communications on related BC Hydro activities such as Power Smart, IPP
announcements and the revenue requirement process; and
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¢ Internal updates for BC Hydro employees.

Through the stakeholder engagement process, BC Hydro contacted or received
input from more than 250 individuals or organizations. These included contacts

by:
e Telephone calls;
e Emails;
e [nformal discussions;
¢ Regional information sessions; and
e Other meetings.
Table 4.1 gives an overview of the stakeholder engagement process.

Table 4.1 Stakeholder Engagement Activities

2003 2004

JFMAMJJAS ONID|IJFMAWM

Plannlng . . . . . . . .

Phase 1: Focus Groups e
and RMI Workshop
Phase 2: Meetings with LA
Interested Parties
Phase 3: Regional e e
Information Sessions
Communication L S S L L
activities
PowerQUEST Desktop LA L R L S A R S R A
& Express
Final Report .

4.3 Constraints and Assumptions

Throughout the development of the IEP, the stakeholder engagement process
was shaped by a number of factors:

o The B.C. Energy Plan gives BC Hydro specific direction from the Government of
British Columbia regarding future supply of energy for the province.

e BC Hydro submitted an application to the BCUC regarding the Vancouver Island
Generation Project and took part in hearings before the Commission in June and
July, 2003. The BCUC issued a decision on the project on September 8, 2003,
which significantly affected planning for the Vancouver Island region, and resulted
in a call for tenders in October 2003 for IPPs to supply electricity to Vancouver
Island.

e In July 2003, the BCUC issued Draft Resource Planning Guidelines to public
utilities in B.C. These guidelines were modified by the issuance of final Resource
Planning Guidelines on December 12, 2003.
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e BC Hydro submitted a Revenue Requirement application to the BCUC on
December 15, 2003, which included a draft IEP Action Plan.

e BC Hydro committed to providing to submit its IEP by March 31, 2004 as context
for the Revenue Requirements hearings scheduled to begin on May 17, 2004.

These factors affected the timing and content of stakeholder engagement
activities.

4.4 Initial Stakeholder Engagement

4.4.1 Institutions

The provincial government, the B.C. Utilities Commission and the IEP Advisory
Group played a key role in shaping the stakeholder engagement strategy for the
IEP. These groups provided parameters in which the timing and strategy for
stakeholder engagement was developed.

Provincial Government

As a provincial Crown corporation, BC Hydro reports to the Minister of Energy
and Mines. The IEP conforms to the Shareholder Letter of Expectations that
resulted from the provincial government’s core review process as detailed in
Table 4.2.

Table 4.2 IEP and Shareholder Letter of Expectations

The letter details accountabilities for The IEP meets the Shareholder Letter of

BC Hydro such as: Expectations in that it:

Achieving its mandate and the Incorporates BC Hydro’s mandate and the

performance expectations and objectives | objectives of the Shareholder as

of the Shareholder; fundamental planning objectives;

Managing its business in a commercial Evaluates the commercial implications of

manner; the options available;

Adopting a forward-looking view for the Establishes a planning framework for

next 10 to 20 years; short-term action and a 20-year outlook;

Preparing a Service Plan; and Provides critical inputs for BC Hydro’s
Service Plan; and

Optimizing financial performance. Provides a basis for optimal financial
decision-making.

The IEP also conforms to the B.C. Energy Plan issued by the government in
November 2002. The IEP’s planning objectives are derived from the four
cornerstones of the B.C. Energy Plan, and its requirements are reflected
throughout the IEP, as detailed in Part 1.

A representative of the Ministry of Energy and Mines also sat on the IEP
Advisory Group (described below) and provided input as the plan progressed.

British Columbia Utilities Commission

While preparing the 2004 IEP, BC Hydro considered the July 2003 draft
resource planning guidelines issued by the BCUC. BC Hydro submitted
comments on the draft to the Commission as part of the Commission’s
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consultation process, and when the final Resource Planning Guidelines were
finalized and issued on December 15, 2003, BC Hydro took those guidelines
into consideration in preparing the subsequent Parts of the IEP.

Advisory Group

In July 2003, BC Hydro formed an Advisory Group composed of internal and
external senior energy experts. The Advisory Group reviewed the process

BC Hydro used to develop the IEP and reviewed drafts of each part of the IEP
as they were produced. The group discussed issues raised in its development,
and provided advice and comments to ensure the IEP would meet the needs of
government, regulators, customers and other stakeholders.

Advisory Group members are senior members of their respective organizations
with a broad perspective of the power industry in B.C. and in other jurisdictions
and reflect a mixture of internal and external views. Members include
representatives of:

o B.C. Ministry of Energy and Mines;

e Private sector external advisors from Calgary and Montreal;

o Powerex Corporation;

e BC Transmission Corporation;

¢ BC Hydro Distribution;

¢ BC Hydro Generation;

e BC Hydro Power Smart;

e BC Hydro Public Involvement; and

¢ BC Hydro Regulatory Affairs.
The Advisory Group first met on July 31, 2003, and met 13 times. BC Hydro
used feedback from this group to guide the development of the 2004 IEP.

4.4.2 Focus Groups and Rocky Mountain Institute Workshop

Focus Groups

To understand how various options for acquiring new resources would be
received at the community level, BC Hydro commissioned focus groups from
various parts of the province. In addition to finding out how residents evaluate
various resource types, additional objectives of the research were to gain
understanding about public perceptions and attitudes on:

¢ BC Hydro’s current power generation resources;

o BC Hydro’s future load requirements and expectations as to how future needs
should be addressed,;

¢ BC Hydro’s transmission infrastructure, including regional challenges;

e The economic, social and environmental implications of several resource types;
and

e The options the public prefers and reasons for preferences.
The full report on the focus groups forms Appendix B of this part of the IEP.
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Method

Dowe Marketing Group conducted 10 focus groups in the week of June 16,
2003, two each in Vancouver, Cranbrook, Prince George, Kamloops and
Victoria. Participants were people who made household decisions about utilities
and who had an interest in economic, social and environmental issues affecting
the Province. In addition, one group in each market consisted of individuals who
had some education beyond high school and were involved in community
service activities in the past two years.

The focus groups were designed to inform participants about B.C.’s current
electricity infrastructure, future electricity requirements and regional challenges
before discussing the resource types including Power Smart, biomass, large
hydro, run-of-river small hydro, natural gas, coal, geothermal and wind.
(Biomass and Power Smart were strongly favoured in group discussions and in
some cases prevented thorough consideration of the other resource types. As a
result, in some groups they were not presented as options in the discussions.)

Results

Almost all participants were “shocked” that B.C. has been a net importer of
power. The general perception is that B.C. produces an ongoing surplus of
electricity that can continue to satisfy the long-term electricity needs of the
province.

There is scepticism about BC Hydro’s projections and about the motives for
publicizing this issue. Some see this as a scare tactic that will be used to pave
the way for privatization.

A major concern was that the deficit situation will exist because BC Hydro is tied
into long-term export contracts and/or that BC Hydro would prefer to sell B.C.
power to the highest bidder before meeting the needs of the province. When
taking BC Hydro projections at face value, responses to and preferences for
acquiring various resource types were generally consistent across all areas of
the province.

Above all, participants viewed conservation programs such as Power Smart as
an essential responsibility of BC Hydro. In addition, they would like to see

BC Hydro acquire a mix of resources to meet future energy needs, anchored by
large hydro (Site C development) and supplemented by run-of-river small hydro,
geothermal and biomass. There was significant interest in wind, but after
examination, overall costs appeared to outweigh the benefits.

Coal and natural gas were the least preferred resource types.
Reaction to the resource types was driven by the following priorities:
e Long-term rate impact;
o Potential impact on the economy (job creation); and
e Potential impact on the environment.

Rocky Mountain Institute Workshop

At BC Hydro’s request the Rocky Mountain Institute facilitated a workshop with
BC Hydro staff and external experts from government, academia and industry
on July 14, 2003, to explore the long-term energy needs of Vancouver Island.
While the focus of the workshop was on meeting the energy service needs of
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Vancouver Island, it also considered the broader context of British Columbia
and the regional energy system as a whole.

The workshop provided an opportunity for participants to brainstorm about
Vancouver Island’s electricity future, identify long-term potential options (for up
to 20 years) and consider intermediate steps to realize the potential.

The full report on the workshop forms Appendix C of this report.

Outcomes

The workshop focused on looking for innovative ideas that have not been part of
BC Hydro planning in the past. The outcome identified twelve ideas for further
analysis, clustered into four categories:

¢ Marginal costs and price signals, such as time-of-use rates to encourage
customers to reduce peak loads;

¢ Demand-side management, including Power Smart programs;

e Generation and distributed resources, such as new technologies to store energy
or generate electricity at peak periods;

e Transmission and distribution grid solutions to address the projected capacity
shortfall on Vancouver Island, such as reducing the expenses for new power
producers to connect to the Island grid.

In its analysis, the Rocky Mountain Institute concluded that “no single measure
is a magic bullet,” but BC Hydro can build a combination of demand-side
management and supply technologies, programs and prices into a successful
portfolio. BC Hydro can build its dependable capacity from resources whose
generation (or savings) profiles balance each other, even if each individual
resource is not firm. This approach would allow BC Hydro to use some
renewable sources that produce power intermittently for their capacity, energy
and emissions-reduction value.

Working Group

BC Hydro convened a working group to investigate the application of the
workshop ideas and plan appropriate next steps. Ongoing activities include:

o Research studies to determine the application of time-of-use rates, demonstration
wind, tidal and wave technologies, energy storage applications, cogeneration and
real-time metering;

o Discussion with other agencies regarding extension charges for residential and
commercial customers and interconnection charges for new generation
customers; and

o Data-gathering on the impacts of Power Smart programs on reducing peak
demand.

The working group decided that some potential activities should be considered
in other contexts, such as rate redesign processes and the Vancouver Island
call for tenders.

Because of the ongoing research and long timeframe of many items, only
selected options can be included in the IEP and proposals were not included in
portfolio modelling at this point. However, BC Hydro is investigating them
further, and will consider viable options in future plans.
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4.4.3 External Meetings

BC Hydro met with a variety of external parties between November 2003 and
February 2004 to brief them about the IEP process and the information that had
been gathered to date. Several of them offered additional information for
consideration in the resource option section of the IEP, as well as feedback
about the general approach, appropriate ways to quantify and evaluate
attributes, communications with organizations and the general public.

Dr. Mark Jaccard

BC Hydro met with Dr. Mark Jaccard, Associate Professor, School of Resource
and Environmental Management at Simon Fraser University and former chair of
the BCUC, to seek his views on the IEP. Dr. Jaccard provided his opinions
regarding the stakeholder engagement process, the role of the regulator and
integration of the Vancouver Island planning process with the IEP. BC Hydro
regards Dr. Jaccard’s input as constructive and values his advice, although it
was not able to incorporate all of his comments in the present planning context.
Appendix D includes the presentation to Dr. Jaccard, notes of the meeting and
Dr. Jaccard’s post-meeting submission.

Joint Industry Electricity Steering Committee

On January 14, 2003, BC Hydro met with representatives of the Joint Industry
Electricity Steering Committee (JIESC). The JIESC represents many BC Hydro
large industrial customers. BC Hydro presented an overview of the IEP, its
components and the development process.

BC Hydro answered questions, sought feedback on the IEP in general and
specifically on the draft resource inventory of the IEP. The JIESC and BC Hydro
agreed to follow up in the future on the IEP. The JIESC submitted comments on
the IEP subsequent to this meeting, see Appendix E.

BC Transmission Corporation

This IEP also incorporates information and comments from the British Columbia
Transmission Corporation (BCTC), which manages and operates BC Hydro's
high-voltage transmission system as an independent entity. A BCTC
representative provided advice as part of the IEP Advisory Group.

As a major supplier to BC Hydro, BCTC provided information on transmission
options and analysis of the transmission implications of the different portfolios.

In addition, BC Hydro met with members of the BC Transmission Corporation in
December 2003 and January 2004 so BC Hydro could provide information on
contacts with stakeholders and obtain input for presentation content at regional
information sessions. Staff from BC Transmission Corporation also participated
in some regional information sessions.

BC Hydro also relayed stakeholder input back to BCTC where relevant, given
BCTC's role in planning, maintaining and operating the transmission system.

BC Hydro plans to work with BCTC on stakeholder engagement for
transmission plans and projects in a way that respects the independence of
BCTC. BC Hydro’s Aboriginal Relations Department will provide First Nations
engagement for BCTC as contemplated in agreements between BC Hydro and
BCTC.
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BC Hydro Key Accounts

BC Hydro’s Key Account Management teams, staff who have extensive
contacts with large-volume customers, received background information and
supporting materials to help them engage customers as opportunities arose and
plan the most effective ways to share information and solicit input from them.
The Key Account Managers used the information to answer questions from
customers, suggest invitees to regional information sessions and arrange a
meeting with the Joint Industry Electricity Steering Committee (JIESC), a group
that represents the interests of B.C.’s large industrial businesses.

4.4.4 Internal Parties

BC Hydro staff make up one of the key stakeholder groups with an interest in
the outcomes of the IEP, both because the IEP will affect them and their work
directly, and through their contacts with other stakeholders, particularly

BC Hydro customers. BC Hydro undertook a variety of initiatives to inform
employees and solicit their comments. (For the purposes of the IEP, staff
ranging from executives to subsidiary employees are considered “employees”.)

Powerex Corporation

A representative of the Powerex Corporation, BC Hydro's subsidiary
responsible for international sales and marketing of surplus electricity, sat on
the IEP Advisory Group, and provided advice and comments on the planning
process and on draft texts. On January 7, 2004, BC Hydro met with 30
employees of Powerex. Following a presentation on the IEP process, Powerex
staff had the opportunity to raise questions and arranged for further exchange of
information.

BC Hydro Employee Groups

Several initiatives focused on providing information to BC Hydro’s employee
groups and soliciting their responses. These initiatives included:

e Meetings with employee groups;

¢ Information articles in BC Hydro’s internal communications networks, including
the weekly update from the President and CEO, the Wattsnew daily on-line
newsletter and in the Plugged In on-line employee magazine;

e Background information and responses to common questions to inform
BC Hydro’s Accenture customer service representatives about the IEP process
and help them respond effectively to questions from the public.

¢ Information on the IEP provided to all Distribution employees through the
Succeeding in Our Business Seminar held in fall 2003 and winter 2003/04.

During March and April 2004, BC Hydro is providing updates to employees
about the IEP as part of an update of regulatory activities. These updates will
occur prior to the Revenue Requirements hearing as part of an overview of
regulatory activities that will take place during the following months. The IEP
portion of the update will include information about the IEP process and
outcome, delivered by local staff throughout the regions.
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445 Website

A number of web pages were launched in January 2004, on BC Hydro's website
at www.bchydro.com/iep. The IEP website describes BC Hydro's IEP processes
and presents documents and information. Appendix F presents hard copy of the
web pages. It consists of four major sections:

o Developing the IEP, a general description of the process and the steps in
developing the IEP;

¢ Components, a short description and link to the major documents that form part of
the IEP, and links to reports on the stakeholder engagement process;

o Past IEPs, links to the 1995 IEP and the 2000 Update;

e Questions and Answers and Glossary, simple plain language descriptions of the
IEP processes and outcomes.

The website also includes links to other relevant documents, such as the B.C.
Energy Plan and the BCUC planning guidelines. A notice on every page invites
the public to email comments through an on-site link.

As new documents and reports were produced, they were added to the website
and interested members of the public were notified by email that updates were
available.

Stakeholders were informed that documents were available through the IEP
website, and were invited to send email comments through the site.

Between January 1 and mid-March 2004, the IEP web pages collectively
received more than 3000 visits* as follows:

e Main Page — over 1700 visits;

¢ Components page — approximately 650 visits;

o Developing page — approximately 500 visits;

e First Nations and Stakeholder Engagement page — more than150 visits.

4.4.6 PowerQUEST and PowerQUEST Express

BC Hydro hired Envision Sustainability Tools to produce a software tool called
PowerQUEST to assist with engaging and informing stakeholders about
electricity planning activities. PowerQUEST will illustrate the tradeoffs and
consequences of different resource portfolios in a workshop setting.

In addition, a simplified version of PowerQUEST for the Internet, titled
PowerQUEST Express, is also being developed to offer an on-line short
introduction to the planning process in non-technical language and with
engaging graphics. PowerQUEST Express describes and gives examples of
projected demand, portfolios and attributes. Using real data for three sample
portfolios and four attributes, it allows users to see how the sample portfolios
might meet BC Hydro’s projected electricity needs over a 20-year planning
period, and how the selected attributes compare.

These products will be available for future electricity planning activities.

! A visitor to this website may visit a specific page more than once during one session.
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4.5 Targeted Stakeholder Engagement

This section outlines the stakeholder engagement activities that solicited the
broadest input for the 2004 IEP. Although the meetings and presentations that
took place earlier provided input to shape the 2004 IEP, the meetings with IPPs,
JIESC and the regional information sessions form the most substantial parts of
BC Hydro’s stakeholder engagement, together with their consequent responses
in the form of feedback forms, responses through the website, calls to the
project line and comments submitted by email.

45.1 Independent Power Producers

IPP Information Session

BC Hydro attended the conference of the Independent Power Producers
Association of B.C. (IPPBC) in Vancouver from October 23 to 25, 2003. At this
conference, discussions occurred between BC Hydro and a number of
representatives from organizations interested in the 2004 IEP, including
representatives of IPPBC. These representatives expressed a strong interest in
being involved in the development of the IEP, reflecting the role of the private
sector in future electricity supply.

After the IPPBC conference, BC Hydro met with the directors of the IPPBC on
October 30 and November 18, 2003, to discuss how IPPBC members could
most effectively contribute to the planning process. As a result, the IPPBC
invited its members, and BC Hydro invited other IPPs and developers, to
participate in an information session on December 9, 2003, held to coincide with
another information session being held for the IPP community in Vancouver.

At this information session, BC Hydro presented an overview of the 2004 IEP,
including information about its components and the development process, and
sought feedback on the IEP generally and on the draft resource inventory of the
IEP specifically.

After a question and answer session, breakout groups focused on particular
resource types. Six key themes were identified:

e Additional projects that needed to be included in the resource database,
particularly the small hydro and wind databases;

e The gas price forecast for thermal projects and who takes the price risk;

e The need for new electricity resources based on the current forecast, and concern
about whether a 2004 call for tenders is needed and the impact on the IPP
industry if no call is made;

o A desire to see a standing call to provide more certainty to the industry, reduce
the heavy workloads at call times and allow developers to submit their projects
when they are ready;

o Detailed discussion of attributes, such as the land impact of wind projects; and
e Transparency of information.

Appendix G contains the materials from the IPP information session and a
summary of the discussions. BC Hydro considered these concerns and ideas,
incorporating feedback where possible into the IEP.
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IPP Information Session Feedback forms

Each participant at the December 9, 2003 information session received a
feedback form asking several general questions, such as “Is there any other
feedback you want to submit to BC Hydro in developing the IEP?” Of
approximately 55 attendees at the information session, approximately 30
submitted additional comments on the feedback forms.

With respect to process, 21 participants indicated that the information session
met their expectations and eight participants indicated that the information
session did not meet their needs, largely because more time was needed for
discussion, or more detailed information was needed. BC Hydro used this
information in designing the regional information sessions.

Twenty comments were received about how “informing” the session was, of
which 19 indicated the session was very or somewhat informing.

Asked for additional comments on the 2004 IEP, participants provided questions
and requests for more detailed information, including:

¢ Questions and comments about verification of methodology and assumptions;
e Suggestions and comments/questions about specific resource options;

¢ Comments on the need for a clear definition of capacity requirements and how
IPPs can help meet the requirement;

e Suggestions for the next call structure and price;

¢ Need to address natural gas price risks more thoroughly and who should
take/share it; and

e Suggestions for characteristics and risks.
BC Hydro followed up with specific attendees and on specific ideas as needed.

Appendix G provides a transcript of comments from feedback forms received
the IPP session.

Other IPP Inputs

Additional input from IPPs was also gathered by other means, including a toll-
free project line, project email, website email link, and during informal
discussions. See Section 5.3 for additional information.

452 Regional Information Sessions

BC Hydro held regional information sessions during late January and early
February to engage a wide range of stakeholders from municipal and regional
governments, communities, industry, environmental and other interests. Local
BC Hydro representatives invited organizations representing a broad range of
interests to attend and BC Hydro also extended invitations to interested parties
through the IEP website. Locations chosen for the information sessions
generally reflected five broad regions of B.C.: Vancouver Island, the Lower
Mainland, the Southern Interior, the Kootenays and Northern B.C. The cities
chosen are major centres for those regions.
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Scheduling and Process

BC Hydro chose a schedule in January and February as it provided the
necessary time to develop information (such as resource options) to present at
the sessions and the timing fit with other BC Hydro activities. (BC Hydro is
participating in a number of other regulatory and other initiatives that are
ongoing during 2003 and 2004 as part of the Energy Plan Implementation.)

BC Hydro will document, consider and, where possible, incorporate input to the
IEP. The tight scheduling for the completion deadline of the IEP challenges

BC Hydro’s ability to incorporate all the input, but it will be considered for future
electricity planning activities.

More than 250 participants attended the 2.5-hour information sessions in ten
communities around the province. Table 4.3 lists the locations and dates of
regional information sessions.

Table 4.3 Regional Information Sessions

Region Location Date* Venue
Vancouver Island Victoria January 20, 2004 Delta Ocean Pointe Resort
Vancouver Island Nanaimo January 21, 2004 Coast Bastion
Vancouver Island Campbell River January 22, 2004 Coast Discovery Inn
Lower Mainland  Vancouver January 20, 2004 Crowne Plaza Hotel Georgia

North
North
North
Kootenays

Kootenays
South Interior
South Interior
Lower Mainland

Fort St. John
Prince George
Terrace
Cranbrook

Castlegar
Vernon
Kamloops
Abbotsford

January 27, 2004
January 28, 2004
January 30, 2004
January 27, 2004

February 11, 2004
February 4, 2004
February 5, 2004
February 10, 2004

North Peace Cultural Centre

Civic Centre

Skeena Valley Golf & Country Club
Prestige Rocky Mountain Resort &
Convention Centre

Super 8 Motel

Prestige Inn

Best Western

Ramada Inn and Conference Centre

To enable participation in the IEP regional and First Nations information
sessions, BC Hydro offered funding to eligible participants consistent with the
BCUC Participant Assistance Guidelines.

Participants in regional information sessions received a package of information
that included information sheets on the IEP, an overview diagram of BC Hydro’s
Energy Plan implementation activities, an agenda for the information session,
and a feedback form. Appendix H includes copies of the materials. Copies of
contextual documents such as the first four parts of the IEP were available for
interested participants to view. At the session, a presenter outlined information
and actions to date on the IEP and requested feedback on the IEP in general
and on four specific areas of the IEP. Participants provided comments either in
the main session or in breakout groups.

To focus discussion, presenters asked attendees for their responses to the
following questions:

o What does high reliability mean to you?

e What does low cost mean to you?

e What does environmental responsibility mean to you?

e What are your views on the resource options we have evaluated?
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Detailed notes of each session were posted on the IEP website and are
attached as Appendix H.

Outcomes

Several common themes emerged from the Regional Information Sessions.
These themes, presented below, capture common elements of the input. They
do not represent unanimous views of all stakeholders. Meeting notes from each
session are presented in Appendix H.

If stakeholders in three or more regions expressed an opinion, it was considered
a general comment. In some instances, variations of opinions are described. In
many cases, opinions varied regionally.

Abbotsford and Vancouver Island stakeholders had specific issues — unrelated
to each other — that affected input from these sessions. In general, Abbotsford
stakeholders were opposed to gas-fired generation and wanted broad public
consultation on energy-related matters. Vancouver Island stakeholders were
knowledgeable about regulatory processes related to the Vancouver Island
Generation Project and the Georgia Strait Crossing; and in general, they
opposed gas-fired generation and supported more alternative sources of
electricity despite the reliability implications.

General Themes

Stakeholders, especially residential customers, want economic, social and
environmental (i.e., triple bottom line) consideration given to planning future
electricity supply.

Although most stakeholders value environmental responsibility, they place a
higher priority on maintaining or improving reliability and maintaining low cost
electricity supply.

“Environmental responsibility is important but not at the cost of reliable,
low-cost electricity.”

Reliability
Generally, high reliability is very important to stakeholders, but not at any cost.

The transmission and distribution system was considered a weak link for
reliability (as opposed to supply). Some stakeholders in outlying regions
suggested:

e using distributed generation or ‘looped’ transmission lines to increase reliability;
e adequate staff be available to respond to outages; and
¢ adequate vegetation management practices be done to minimize outages.

Stakeholders have different expectations for acceptable reliability standards
between rate classes.

e Industrial customers would prefer equal or better reliability and regulation of
voltage fluctuation.

¢ Opinions differed about reliability and potential rate impact:

e Some stakeholders suggested that investment in maintenance, including the rate
impact associated with it, may be acceptable to ensure reliability
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¢ Those who have invested their own money to ensure reliability (e.g. back-up
systems) would be less tolerant of rate increases to support reliability.

e Commercial customers were not explicitly mentioned in all regions — comments
about commercial reliability focused on municipal facilities and tourism-related
industries. In these instances, stakeholders indicated that they would prefer equal
or better reliability standards.

o Residential customers generally perceived existing reliability targets as
acceptable; however, there is some regional variation.

¢ Residential customers in remote northern areas (cold winter weather) would
prefer improved reliability.

“Reliability in winter could mean life and death.”

¢ Some stakeholders who attended a Vancouver Island session indicated that
remote residential customers may accept less reliability if it meant improved
environmental responsibility.

Low cost

Low-cost power is seen as an economic advantage in B.C. Most stakeholders,
especially industrial representatives, want this economic advantage preserved
to maintain global competitiveness and attract new businesses.

Many stakeholders indicate that the evaluation of “low cost” should include more
than lowest financial cost; it should consider social and environmental costs.
This was overwhelmingly the opinion in Abbotsford, where these stakeholders
indicated they saw low cost as secondary to environmental (related to health
impact) effects.

Stakeholders are concerned that low-cost power creates disincentives to
conservation.

“High power consumption will continue while our power rates remain low.”

Many stakeholders believe more funds should be devoted to research and
development of new alternative generation sources and potential efficiencies
from existing technology.

“... R and D of new technologies or advances in current power generating
technologies.”

Postage stamp rates were discussed in many outlying regions, where some
individuals suggested that their rates should be lower as they bear many of the
impacts of power generation and have lower quality service.

Environmental Responsibility

Residential customers expressed a more positive response to environmental
responsibility and associated potential rate impact than industrial customers.

On Vancouver Island and in Abbotsford, participants placed higher value on
protecting the environment than did residents in other regions.

On Vancouver Island, some stakeholders suggested that BC Hydro lead the
way in environmental responsibility.

“BC Hydro should be an advocate of environmental responsibility, not just a
respondent.”
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In Abbotsford, stakeholders place a strong emphasis on environmental
responsibility related to health concerns from air emissions and safety concerns
related to thermal generating plant processes.

Resource Options

Stakeholders held diverse views about the most appropriate resource options
for new electricity supply. The sum of the comments indicates that most
stakeholders generally agree that BC Hydro’s existing resource acquisition
program is appropriate.

Stakeholders strongly support making better use of existing resource options —
e.g.:
¢ Demand Side Management — incentives and education;

¢ Rate options to manage peaks and conservation — time of use, curtailable load
(including curtailable options for residential customers), green rate options;

e Resource Smart; and
e Biomass (woodwaste, agricultural waste) and biogas.

Stakeholders asked for more options in BC Hydro programs such as Power
Smart, rates (in the Kootenays), and generation resources (on Vancouver
Island).

Some stakeholders identified energy resources that were not included in
BC Hydro’s list of resource options.

Some stakeholders expressed support for a diversity of supply, with numerous
small projects for community benefit and to manage risk.

“Preference for numerous small projects which provide community
benefits, reliability benefits and security.”

Some stakeholders believe BC Hydro should balance reliability of green
resources with large hydro and Resource Smatrt.

“Wind power can be made more reliable with hydro power support.”

Many stakeholders support increased IPP distributed and community-based
generation, especially for remote communities (e.g. at the far end of the
distribution line) and to support economic development.

In general, stakeholders suggested that natural gas may be better used as a
source fuel (for heating, etc.) vs. using it to create another resource (e.g.
burning it to create electricity) — from a cost and environmental perspective.

Many stakeholders recognize Peace River Site C as a possible future option.
Stakeholder support was generally stronger further away from existing large
hydro projects, and it was more acceptable to those who see Site C as an
opportunity to use streamflow from a site that has already been developed.

Coal evoked strong opinions, primarily opposing it as a resource option.
However, some support was voiced in Cranbrook and Terrace.

“Take advantage of coal resources... or not.”

Some stakeholders support trade to maintain reliable, low cost supply. Some
support was expressed for building now to meet future needs and selling
surplus electricity in the interim.
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Some said that BC Hydro’s footprint impact criteria is not broad enough.
“...IPP project footprint is missing ... recreational usage.”

Some stakeholders expressed support for nuclear generation, despite
government policy to the contrary.

Stakeholders in Terrace indicated support to explore Kemano Completion
Project as a resource option.

Other

Stakeholders are interested in BC Hydro remaining a public entity and
recommend more integration of planning among BC Hydro, gas utilities,
municipalities, BCTC, etc.

Some stakeholders commented that 20 years is a short planning horizon due to
lead times (for planning and construction of projects)

Regional Information Session Feedback forms

All participants who attended an information session received a two-page
feedback form designed to gather input on the process and the content of the
2004 IEP. Appendix H provides a copy of the feedback form. Most hosts pointed
out the forms during the welcome and reminded attendees at the end of the
session. BC Hydro received approximately 70 forms following the 10 information
sessions around the province.

With respect to process, 59 participants indicated that the information sessions
met their needs and nine indicated that the information sessions did not for
reasons including:

o Lack of confidence that the information will be used in the IEP process or lead to
change;

¢ Wanted more direction or a plan provided; and
¢ Inadequate notice.

Asked how informing the session was, 48 participants indicated the session was
very informing and 25 participants indicated the session was somewhat
informing. Of five participants who said the meeting was not too informing or
was not informing at all, the concerns raised included:

¢ Insufficient detail in the presentations;
¢ Insufficient public involvement; and
e The lack of a plan per se.

Additional comments on process were varied. Appendix H provides a transcript
of comments from feedback forms received from the regional information
sessions. BC Hydro will use the feedback on process in designing stakeholder
engagement activities both for upcoming activities on this and future IEPs.

On content, the feedback forms repeated the four policy questions asked during
the information sessions. The key themes of the responses correspond to the
key findings from the information sessions, as summarized in Section 5.2.3,
Outcomes.
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Other Input

BC Hydro also gathered additional input by other means, including a toll-free
project line, project email, a website email link, and in informal discussions from
people interested in electricity planning — both those that participated in this
process and others.

Generally, feedback received through these other means reflected the
outcomes from the information sessions summarized above. Section 5.4 below
summarizes feedback received through other media.

Table 4.4 summarizes the main points of this input. Appendix | includes the
individual submissions referred to in this table, where stakeholders granted
permission to include the submission.
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Table 4.4 Stakeholder Input and BC Hydro Response

Contact Info

Input

Response

Sep-2003

Email via BC Hydro website from
member of public

See Appendix | for input

Requested information on BC Hydro’s electricity planning activities

Expressed concern with BC Hydro breach of trust (Section 122 of the
Criminal Code of Canada).

22-Sep-2003 response:

¢ Provided links to existing (dated) IEPs &
indicated that we are in the process of creating

a 2004 IEP

23-Oct-2003

Discussions with IPPBC
Conference delegates

No submission

IPPBC executives
¢ |PPs want to be involved in the 2004 IEP
¢ Requested follow up meeting with IEP Team members
e provided specific resource options project info

Utility representative

e Concerns about competition with BC Hydro re: serving hew heating
loads

¢ Requested additional discussions to provide input to 2004 IEP
Industrial customer / JIESC member

¢ Comments provided / feedback received for 2004 IEP consideration
and other departments within BC Hydro

¢ Requested to be added to stakeholder list, for regional info session
participation

Follow up completed
appropriate:

e Meetings with &

with each delegate as

information session for IPPs;

additional information added to 2004 |IEP
resource options database

e Meetings with, feedback received from utility

representative

¢ Presentation made to JIESC on Jan 13/2004,
Industrial Customers invited to regional

information sess
BC Hydro's Key

ions, information provided to
Account Managers to engage

industrial customers

Dec-2003

Phone conversation with IPP (wind
energy) developer

No submission

Dec 2003:
¢ Received input to Resource Options for the Nai Kun site (additional
information and specific details about the site)

Response Dec 2003:

Information added to
database

2004 IEP resource options

02-Dec-2003

Comments emailed following
meeting with Academic

See Appendix | for input

Concerns with BC Hydro's treatment of Vancouver Island supply in the
IEP

No specific response

issued
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Contact Info

Input

Response

09-Dec-2003

Feedback form from IPP (small
hydro) consultant, attended Dec 9
Information Session

See Appendix | for input

Feedback form submitted requested information about:

How Transmission costs were being incorporated in the Portfolio

Modelling

To have the spreadsheet that was used for unit energy cost

estimating.

Response Feb 20 2004:

Financial assumptions are on the website. The
spreadsheet is not yet ready for circulation.
[Will be finalized after 2004 IEP filed March 31,
2004.]

Transmission requirements are included in the
IEP as part of the portfolio analysis. For each
new portfolio that is developed, the need for
new or upgraded transmission infrastructure
and the associated cost is assessed and added
into the portfolio to be evaluated. The system
reliability is assessed for both adequacy and
security.

Information provided about adequacy.

12-Dec-2003

Email submission from IPP (small
hydro) consultant, attended Dec 9
Information Session

See Appendix | for input

Suggestions for additional run of the river hydro projects (>20MW) for
inclusion in resource options database — Bute Inlet, Vancouver Island

Projects in the Bute Inlet area (20 to 102 MW)
added to the 2004 IEP resource options database
under project name “Coastal Inlet Run of River
Hydro projects”
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Contact Info

Input

Response

24-Dec-2003

Email questions from Utility;
attended Dec 9 Information
Session

See Appendix | for input

1. Why wasn’t cogeneration included with the Alternative and Clean
Energy

options as listed in the presentation on Slide 6. 2?

2. Why are BC Hydro ratepayers taking the gas price risk on Burrard,
but not for projects more efficient?

3.BC Hydro should consider an offset program that shares risk and
provides environmental, social & economic benefits for Burrard
Generating Station because of its contribution to system security and

supply.

4.Cogeneration projects (with steam generation capability) should be
considered more valuable to BC Hydro because of their load shaping
capability & certainty.

5. Projects which produce supply at BC Hydro peaks & which track the
electric profile should be more valuable when selecting resources.

Response 24-Feb-2004:

1. Cogeneration is categorized by fuel type in the
IEP rather than as a category itself.

2. Burrard’s gas price risk is mitigated by the fact
that it is a dispatchable generating plant. BC Hydro
will continue to evaluate the expected future costs
of Burrard, including its maintenance and fuel costs
against future expected benefits.

3. The idea has been forwarded to BC Hydro's
Generation group.

4&5. Being evaluated during portfolio and system
modeling.

16 Jan 2004

Phone conversation with IPP
consultant

See Appendix | for additional
information

Comments on coal resource option:
e Concern expressed about unfair representation of carbon emissions
¢ Recommends a life-cycle assessment approach

Response 16-Jan-2004:

o Life cycle assessment approach not used due
to difficulty of information availability and
defensibility

« Provided draft coal resource options & invited
comments for future drafts of resource options
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Contact Info

Input

Response

19-Jan-2004, 15-Feb-2004

Email from BC Wind Energy
Association; attended Lower
Mainland and Vancouver Island
Information Sessions

See Appendix | for input

Jan 19 2004:

e Proposing to provide new information regarding wind resources in
B.C.

Feb 15 2004:

e New IEP Wind Resource Characterization: proposed B.C. wind
resource characterization, as an amendment to the current draft of
Iltem 5.1.4 of Part 3. Resource Options, of the 2004 IEP.

Dokie Wind Project Report: submitted as example that world class wind
development projects exist in B.C.

Response Jan-2004:

Conference call held to discuss proposal.

BC Hydro needs to plan for dependable winter
capacity

To model firming up intermittent renewable
resources, BC Hydro will evaluate a portfolios
that builds additional Resource Smart large
hydro capacity at existing facilities (such as
new units at Mica and Revelstoke generating
stations) paired with green resources

Response Feb-2004:

Dokie Ridge Wind project to be added to the
Resource Options.

Information added to new ‘wind’ section in
Resource Options.

19-Jan-2004

Phone conversation with IPP
Consultant, Vancouver Island

e Comments about supply forecast

e Concern about biomass resource attributes — price forecast & GHG
emissions (if woodwaste is included with thermal, the fact that it
causes no GHG emission and usually improves local air quality will
be lost.)

Verbal response:

The high end price for biomass represents
some high cost projects identified.

Woodwaste is shown separately in the
resource options database.

20-Jan-2004

Email from Vancouver Island
Advanced Technology Centre
representative

Supports BC Hydro in:
e providing SUFFICIENT sources of electricity to Vancouver
Island

e continuing to improve the RELIABILITY of delivery by up-grading
mainland to Island links

e ensuring the growth in amount is always available with a prudent
"RESERVE" so that if we were it be on the side of over-capacity

e Supports ALTERNATE SUPPLIES of locally produced electricity
e Advocates a more DISTRIBUTED system

BC Hydro should encourage alternate system demonstrations, including
a hydrogen fuel currency. In that context the second natural gas pipeline

Proposal for the Duke Point Power station would provide some extra

sources for hydrogen and clean fuel for transportation.

Acknowledged 24-Feb-2004.
No additional response required
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Contact Info

Input

Response

25-Jan-2004

Email from representative for the
Greater Victoria Chamber of
Commerce Environment
Committee; attended Vancouver
Island Information Session

See Appendix | for input

Concern expressed about BC Hydro’s electricity supply forecast for
Vancouver Island being able to meet Capital Regional District projects
electricity requirements.

Response 24-Feb-2004:

We are evaluating the options of adding on-Island
dependable generation capability or additional
submarine transmission capability to meet the
growth in demand on Vancouver Island and to
replace the delivery capability of the aging HVDC
transmission.

27-Jan-2004

Request for additional information
on feedback form from attendee at
Castlegar information session

Request for additional Power Smart information.

Responded on 10-Mar-2004.

Forwarded an overview of residential Power Smart
programs.

28-Jan-2004
Email from IPP consultant
See Appendix | for input

How does BCH intend to use the consultative process with respect to
evaluating portfolios in MATA?

Responded 25-Feb-2004:
o Communities attribute in MAPA is qualitative &
is intended to gather feedback from stakeholder
engagement process.

« Information from stakeholders gathered from
regional information sessions and other means.

Feb-2004

Phone conversations with
Castlegar info session attendee

See Appendix | for input

Opposed to building a dam at Murphy Creek (included as a Resource
Option). Headpond elevation would impact Waldie Island, other wildlife
habitat and public infrastructure.

The 2004 IEP is a planning tool that captures

BC Hydro’s prior knowledge on resources. Murphy
Creek had been studied in depth during the 80s &
early 90s so it is appropriate that it be included in
the Resource Options. There has been no recent
work undertaken on future development and nothing
is under construction.

5-Feb-2004

Email from Abbotsford resident;
attended Lower Mainland
Information Session

Concerned with “inadequate notice” to public for Abbotsford information
session

No specific response issued. Explained at Feb 10
information session:

e Invitations were sent to approximately 150
stakeholders with a known interest in electricity
planning

e Invitations were issued with approximately
three weeks notice.

e This is consistent with the approach taken in
other regions around the province.

e The public are welcome at the IEP regional
information sessions.
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Contact Info

Input

Response

9-Feb-2004

Email from Vancouver Island
resident

See Appendix | for input

Concerns about health and environment re: coal fired generation

Suggests that long term energy supply contractors be required to
periodically improve emissions abatement

Suggests full cost accounting
Advocates public provincial ownership of BC Hydro

Response 13-Feb-2004:

e Local air emissions and greenhouse gases are
two of the attributes in the portfolio evaluation
process (to address concern with coal fired &
other fossil fuel generation).

e Continuous improvement clauses in future
fossil fuel-fired contracts is not within the scope
of the IEP but will be forwarded to our Power
Acquisition department for their consideration.

e Full-cost accounting approaches and life cycle
analysis have not been applied to the 2004
IEP, we will consider your comment for the next
IEP. One of the challenges of this approach is
the lack of substantive and defensible
information of the "costs" related to social and
environmental attributes.

e BC Hydro's 2004 IEP portfolio evaluation will
include a variety of attributes, some of which
have links with human and environmental
health.

e The government’s B.C. Energy Plan
emphasizes the continued public ownership of
BC Hydro's assets.

9-Feb-2004

Email from IPP (small hydro)
developer

See Appendix | for input

Requests that BC Hydro consider the "cluster” of small hydro
projects in the Lower Lillooet River area as one resource option to
realize the lowest costs possible to ratepayers.

Suggests that BC Hydro should act as an interconnection "pioneer”

BC Hydro met with developer 20-Feb-2004

Representative sample of Lower Lillooet River
projects included in 2004 IEP Resource Options
database.

BC Hydro is evaluating the merits of potentially
stimulating development clusters of projects to
create a need for transmission lines to certain
nodes. However, being a transmission ‘pioneer’ and
building lines in advance of committed projects
creates financial risk for BC Hydro customers.
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Contact Info Input Response
10-Feb-2004 e Comment on the importance of reliability, low cost electricity and Acknowledged.
Email from Sierra Club of Canada, environmental responsibility on Vancouver Island. No additional response required.
Quadra Island Group e Environmental Responsibility must be the most important
representative consideration.
See Appendix | for input e Low cost Electricity is also important, but the most cheaply

produced power is not always the lowest cost for consumers.

e BC Hydro should consider the 230 kV transmission cable alternative
as the first priority to provide reliability; green energy production,
energy conservation and peak mitigation should be supplemental.

10-Feb-2004 Concern with volume and complexity of material presented at info Acknowledged 24-Feb-2004.
Email from GSX Concerned sessions, concern with lack of pre-reading provided (information

Citizens Coalition: attended provided at info session not prior to)

Vancouver Island Information Would prefer more emphasis on costs and benefits of fossil fuel use

Session versus alternatives (including conservation, renewables and more

See Appendix | for input diversity).

Advocates reinforcement of cables to Vancouver Island.

Concern with lack of formal methodology for evaluating the risk of
liability for greenhouse gas ("GHG") emissions. Recommends defining
"environmental responsibility" as a commitment by BC Hydro to include
GHG potential liability cost factors in all its resource costing.

Resource options are skewed towards dollar-cost valuation. A multi-
attribute matrix would help describe environmental costs and benefits
associated with each resource.

11-Feb-2004 Opposed to any plans by BC Hydro which involve expanding its facilities |Acknowledged 24-Feb-2004.

Email from Abbotsford Resident ~ and distribution in the Abbotsford and surrounding regions. No additional response required.
Abbotsford residents are strong in their opposition to power-distribution
plans in their city and outlying area.
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Contact Info Input Response
11-Feb-2004 Wants to see BC Hydro: Acknowledged 24-Feb-2004.
Email from Gabriola Island resident | e Take leadership role in conservation — e.g. develop standards of No additional response required.
See Appendix | for input reasonable use & implement stepped rates at increments above

standards; advantage — create more electricity for export revenues
& buy time to develop alternative energy

e Encourage sustainable generating schemes; allow net metering

e Strongly encourage Demand Side management; work on new
230 kV cable link

e Listen to BCH engineers solutions
e Listen to British Colombians views

11-Feb-2004 Energy conservation / efficiency should play a major role, followed by Acknowledged 11-Feb-2004
Email from Vancouver Island green energy production. No additional response required
resident Concern with number of power plants, especially in US.

See Appendix | for input 230 kV cable should be first priority for Vancouver Island.

11-Feb-2004 Concerned about lack of communication (invitation to public & time of Response issued 10-Mar-2004
Email from day —i.e. During the day) to attend Feb 10 IEP regional information

Abbotsford resident session in Abbotsford

See Appendix | for input

13-Feb-2004 e Supports exploring cleaner safer means of providing electricity. Acknowledged 13-Feb-2004

Email from Abbotsford resident e Cost now will benefit everyone in the long run with cleaner air, No additional response required
better health and lives.

e The cost of good health should be considered.
o Does not support BC Hydro connecting SE2 to the grid

13-Feb-2004 Outlined three threats to the population from the use of energy: Acknowledged 24-Feb-2004.

Email from representative of B.C. ¢ global warming
Sustainable Energy Assn.

See Appendix | for input

e peaking of world oil supply between 2005 & 2015
e peaking of N. America’s natural gas supply may occur before 2005
Proposes renewable energy to replace coal, oil and gas.

To address these threats he proposes 15 policies for B.C. to accelerate
investment in sustainable energy technologies and a road map to
ensure a smooth transition without a net loss of jobs.
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Contact Info

Input

Response

17-Feb-2004
Letter from Terasen Gas
See Appendix | for input

Draft Action Plan (filed with BCUC Dec 15/03) affects Terasen:

IEP should consider economics of serving the demand growth in
common end-uses by gas or electricity.

Future of Burrard Generating Station, including potential for
need/timing of gas expansion), is of interest.

IEP should provide clear assumptions/actions planned to meet
needs of Vancouver Island (implications for gas delivery system.)

IEP should explain planned actions for alternative energy (need for
backup supply — implications for gas delivery).

Interest in Power Smart and DSM to meet peak capacity/energy
needs of electricity users in B.C. Some options increase gas usage.

IEP should include comprehensive analysis of natural gas supply
and markets.

Acknowledged.

18-Feb-2004
Letter from New Denver resident

Various questions re:

Supplier choice

Power smart incentives

Remediation for ecological damage of hydro generation
Grid integration/back-up

Rate programs

Expressed support for small IPP generation
Expressed concern about rate costs in presentation

Acknowledged.
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Contact Info

Input

Response

02-Mar-2004

Email from JIESC
See Appendix | for input

Commented on four questions, highlights (not complete comments)
provided here:

Reliability

High reliability, voltage consistency very important

Costs & benefits need to be balanced. JIESC does not support
irrational investments in attempt to achieve 100 per cent reliability

Existing general level of reliability adequate with exception of some
local concerns, including Vancouver Island

Low Cost

Critical to survival of some JIESC members

recommends that BCH select the lowest cost resources consistent
with statutory environmental rules and clearly defined government
policies.

Environmental responsibility

If not B.C. Clean, only criteria should be compliance with applicable
environmental rules and regulation

Resource options

IPPs should be credited with locational benefits

Supports export sales for subsidization of B.C. low rates

Alberta is a potential resource fur future study and evaluation
Supports load management to meet peak demand capacity
Reduce industrial load with provision for adequate compensation

Acknowledged 03-Mar-2004
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454 External Publications

In September 2003, BC Hydro produced a four-page insert for publication in the
Vancouver Sun newspaper about private sector involvement in energy
acquisitions in B.C. In addition to being distributed with the Vancouver Sun in
September 2003, BC Hydro provided it to delegates who attended the October
23 to 25 IPPBC conference. The insert describes the IEP as providing a
planning framework and strategies for energy acquisitions through calls for
tenders from the private sector.

Regional media and the public were allowed to attend regional information
sessions and media were updated during the information sessions when
necessary.

Articles appeared in the following regional papers:

e Alaska Highway News (Fort St. John), January 28, 2004, BC Hydro seeking input
into Integrated Electricity Plan;

e Nanaimo Bulletin, January, 2004, Reliable Power Source Needed,;
o Abbotsford News, February 5, 2004, Want a say on Hydro plan?
o Abbotsford News, February 12, 2004, Hydro hammered on electricity plan;

e Abbotsford News, February 19, 2004, BC Hydro CEO: Sumas 2 not a power
option (BC Hydro letter to the editor)

o Abbotsford News, February 19, 2004, BC Hydro now a net importer of electricity

o Abbotsford News, February 19, 2004, Electrical transmission grid aging, ‘maxed
out’

4.6 Next Steps

Stakeholders’ comments and concerns are documented in the Appendices to
Part 4 and are also available on BC Hydro’s website.

Once the IEP is filed with the BCUC, BC Hydro will notify those who participated
in the IEP, indicating its appreciation for their participation and that the IEP will
be available on the website and in key public locations. Copies of the IEP
Summary may also be requested by contacting BC Hydro.

BC Hydro values the stakeholder input and has reflected the comments in the
IEP where possible. For example, as a result of input from IPP proponents,
small hydro projects have been added to the resource options database for the
Bute Inlet. See Table 4.4 for further information.

For input that was outside the scope of the IEP, BC Hydro acknowledges the
concerns raised and will communicate them to the appropriate agencies.
Planning and implementation activities will continue after the IEP has been filed,
including implementing the Action Plan.

BC Hydro plans to update the IEP every two years and the Action Plan
annually, and will seek further comments and input from First Nations and
stakeholders to help shape future electricity planning activities.
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Appendices

Appendix

Document

A. First Nations Engagement

Presentation to First Nations
Meeting Notes

e Chilliwack

e Cranbrook

e Kamloops

¢ North Vancouver
e Prince George

e Qualicum

e Terrace

e Victoria
Cheryl Brooks report
Cheryl Brooks discussion paper

B. IEP Focus Group Research,
Final Report

IEP Focus Group Research — Final Report

C. Exploring Vancouver Island’s
Energy Future: A Workshop with
BC Hydro and Rocky Mountain
Institute. Final Report.

Exploring Vancouver Island’s Energy Future: A Workshop
with BC Hydro and Rocky Mountain Institute. Final Report

D. Mark Jaccard Presentation
and Meeting Notes

Presentation & discussion with Mark Jaccard, SFU
Meeting Notes from discussion with Mark Jaccard

E. JIESC Presentation and
Meeting Notes

Presentation & discussion with JIESC
Meeting Notes from discussion with JIESC

F. Website Pages (html pages
only, not including attachments)

2004 IEP

Developing the IEP

Main Components of the IEP
Stakeholder & First Nations Engagement

Past IEPs
Qs&As
G. IPP Information Session Invitation
Invitation, Agenda, Presentation, | Agenda
Feedback Form and Meeting Presentation

Notes

Meeting Notes
Feedback Form — blank
Feedback Form compilation
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Appendix

Document

H. Regional Information Session
Invitation, Agenda, Presentation,
Meeting Hand Outs, Feedback
Forms and Meeting Notes

Invitation

Agenda (SAMPLE)
Presentation
Information Sheets

EPI Activities Diagram
Meeting Notes:
Abbotsford
Campbell River
Castlegar
Cranbrook

Fort St. John
Kamloops
Nanaimo

Prince George
Terrace

Vancouver

Vernon

Victoria

Feedback Form — blank
Feedback Form compilation

Individual Input (Letters and
Emails)

Includes individual submissions from participants who
granted permission to include in the appendix

J. Employee News Articles

Weekly Update from Bob Elton — Dec 5

Wattsnew: BC Hydro Launches 2004 IEP Regional
Information Sessions — Jan 20

Weekly Update from Bob Elton — Jan 30

Plugged In: PowerQUEST Helps BC Hydro Plan for Future
Energy Needs — January
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