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15.0 Reference: CFT Report, Appendix J

1.15.1 Further to the discussion of the Quantitative Evaluation Methodology on
pages 9 to 12 of the CFT Report and the CFT Cost Effectiveness
Analysis in Appendix J, please identify and explain any and all differences
in methodology between the two assessments. In each case, did the
portfolios look at electricity loads system wide or only on Vancouver
Island?

RESPONSE:

The QEM and the Cost Effectiveness Analysis were designed to accomplish
fundamentally different objectives and did so using a fundamentally different
approach.

The QEM was built on the conclusions of the Commission in the VIGP decision as
elaborated in the exchanges that led to the 23 January 2004 letter. It was also
influenced by the feedback from the prospective bidders during the Q and A
sessions, by the exchanges with the Commission, by the advice of the
Independent Reviewer, and by the independent external experts retained in
connection with the CFT process. Its purpose was to extract the lowest cost bid
that could be obtained from the market and that met the criteria established by the
Commission using an evaluation methodology with characteristics recommended
by the Commission.

In contrast, the Cost Effectiveness study was requested by BC Hydro senior
management to satisfy it that the outcome of the CFT process presented a
solution which was consistent, at a high level, with BC Hydro’s long-run
objectives. In performing this analysis, BC Hydro did not constrain itself to the
criteria or methodology established by the Commission or employed by the QEM.
In particular, BC Hydro did not include a consistent standard for certainty and
reliability. Consequently, the No Award scenario used in the Cost Effectiveness
Study is a scenario that incorporates a lower standard of reliability in terms of
availability and timing, and less cost certainty.

Table IR 1.15.1 below compares the QEM and the Cost Effectiveness Analysis
using various parameters.
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Table IR 1.51.1 Comparison of QEM and Cost-Effectiveness Analysis
Purpose Level of detail System Inputs
Impacts
Quantitative | “simplified NPV | Fully transparent | Limited to on- | Quantitative
Evaluation model bid assessment island impacts | information from
Methodology | specifically for tool, sufficiently | only, eg. tender forms, EIA
(Addendum the CFT”, from detailed to Network gas price forecast,
21 to the page 81 of the incorporate all Upgrades and | BC Hydro
CFT) VIEC decision financially line loss electricity price
material impacts forecast, Network
information Upgrades and line
submitted in loss impacts from
tender forms BCTC, firm gas
tolls from Terasen
CFT Cost Supplementary | Low level of Vancouver Outputs from QEM,
Effectiveness | due diligence by | detail, but Island impacts | Vancouver Island
Analysis BC Hydro senior | sufficient to as above plus | load deficit
(Appendix J | management confirm timing of forecast, cost of
to the Report directionally that | second 230 kV | second 230 kV
on the CFT the Tier 1 CFT transmission transmission
Process outcome is circuit plus circuit, cost of
Conducted preferred to a bridging temporary
by BC Hydro) Tier 2 or No capacity plus generation (based
Award scenario equalizing on GE Canada),

total energy
and capacity
contributions
post-2010 (as
a proxy for
Mainland
system
impacts)

cost of
NorskeCanada
Demand
Management
proposal (filed

2 September 2004
in response to
BCTC’s Capital
Plan)
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15.0 Reference: CFT Report, Appendix J

1.15.2 Appendix J at page 1 refers to a gas-fired peaking plant. What would be
the fuel gas requirements of this plant when it is operating at capacity?
How much gas transportation capacity in terms of firm contract demand
would BC Hydro need for such a plant?

RESPONSE:

The peaking plant would consume about 11.6 TJ of gas per day, assuming 24
hours of operation. To ensure that this plant could provide dependable capacity,
BC Hydro would need to contract for 11.6 TJ/d of firm gas transportation capacity.
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15.0 Reference: CFT Report, Appendix J

1.15.4 Please explain the basis for the assumption that Demand Management
and temporary generators will operate 240 hours per year. Based on the
actual temperature profiles and major single contingency events over the
past five years, how much would the bridging capacity supply have
operated each year?

RESPONSE:

The assumption is based on these resources potentially being required for 10
days of peak demand during a first contingency event. A first contingency event
could last several days. For example, a 500 kV circuit outage could take a number
of days to repair during adverse winter conditions.

It was assumed that, once activated, the demand management and temporary
generators would be kept activated through the 10 days rather than being
dispatched on and off over the 10 days. The 240 hours assumption does not
account for the expected generation of the temporary generation during
commissioning or maintenance. Nor does it account for system operators calling
on these resources during other times of the year when Vancouver Island supply
reliability is reduced, as when a 500 kV line is out of service for maintenance.

The question: “Based on the actual temperature profiles and major single
contingency events over the past five years, how much would the bridging
capacity supply have operated each year?” is out of context with respect to
planning criteria given that no single largest contingency event, such as a 500 kV
circuit outage, has occurred coincident with a design-day temperature event. As
well, over the past five years BC Hydro has been able to rely, albeit to a reduced
extent, on the HVDC system.

In the planning process, BC Hydro needs to assess resource requirements and
their expected costs for meeting the forecasted peak demand, based on the
forecast’s assumed design-day temperature and under first contingency system
conditions. As noted above, if these resources had been available, BC Hydro
system operators could have called on them to enhance the reliability of the
system. For example, in 2000, when deep snow threatened the 500 KV lines,
operators could have called on these resources as insurance because of the
increased risk of an interruption.
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15.0 Reference: CFT Report, Appendix J

1.15.6 Page 3 of Appendix J sets out three non-quantitative considerations.
Please discuss how much weight BC Hydro was prepared to give to such
considerations. If BC Hydro had a maximum financial impact range or
threshold that it would accept as an offset to such considerations, please
provide it.

RESPONSE:

BC Hydro has not considered the weighting of the non-quantitative considerations
as it only needed to do so if the financial analysis significantly favoured a
scenario other than Tier 1.

The non-quantitative considerations reflect BC Hydro’s view that the contingency
measures are considered higher risk with respect to timing, availability, and cost
certainty relative to the CFT results. In terms of timing certainty, this higher risk
directly impacts Vancouver Island’s reliability requirements. Therefore, if the
analysis had indicated that the scenarios relying heavily on contingency
measures (i.e., Tier 2 and No Award) were lower cost relative to the Tier 1
outcome, BC Hydro would have considered the non-quantitative considerations.
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16.0 Reference: CFT Report, Table 2, Appendix C

1.16.1 Please provide further elaboration and justification of the VIGP market
and salvage value assumptions contained in Appendix C.

RESPONSE:

The VIGP Development Asset transfer price is based on the assumption that a
developer of the VIGP project would, absent the assets being transferred to it by
BC Hydro, be required to purchase or secure, among other things, a site, a steam
turbine, engineering design specifications, First Nations benefit agreement, water
and effluent services agreements, environmental assessment certificate and air
emission permits. In addition, absent the transfer of assets, a developer would
assume permitting risk, since, permits required to construct and operate its
project were not ultimately received, it would incur unrecoverable development
and opportunity costs.

Based on these assumptions a purchase price of $50 million was established for
the VIGP Development Assets, to be paid by a successful bidder electing to tender
a VIGP project. The price of $50 million was established based on the cost of the
steam turbine ($25,343,000), the project site ($1,667,700), the cost incurred by
BC Hydro to secure project permits ($4,716,700) and the cost incurred by BC
Hydro for the interconnection study for the project ($140,600). These amounts
include both direct cost and BC Hydro corporate overheads but exclude carrying
costs (IDC). An additional amount of about $18,000,000 was added to reflect the
risk reduction premium that a developer may extract for a similar project brought
to a similar point of development. This amount is within the range observed for
power plant developers in North America.

Conversely, if no bidder tendering a VIGP project had been successful, BC Hydro
would sell the purchased steam turbine in the secondary market and would sell
the project site. It was initially assumed that the steam turbine could be sold for
75% of the initial cost and that the land could be sold for cost. As the tender
closing date approached, BC Hydro reviewed prevailing market conditions and,
based on discussions with equipment brokers, determined that a salvage value of
50% of the initial cost of the steam turbine was more likely.
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16.0 Reference: CFT Report, Table 2, Appendix C

1.16.2 In the Main Report (Page 7, Table 2), BC Hydro indicates the asset
salvage value was changed from $20 million to $14 million. Please
explain.

RESPONSE:

Section 3.4.9 states that “Portfolios which do not include a Tender in respect of
which the bidder has made the VIGP Election are credited with BC Hydro’s
estimate (currently $20 million) of the net realizable value of the VIGP
Development Assets, assuming that VIGP is not constructed (“VIGP Salvage
Value”).”

It was initially assumed that the steam turbine could be sold for 75% of the initial
cost (i.e. 75% of $25,343,000 or $19,007,255) and that the land could be sold for
cost (i.e. $1,667,700), the total of these being rounded down to $20 million. As the
tender closing date approached, BC Hydro reviewed prevailing market conditions.
Based on discussions with equipment brokers, it determined that a salvage value
of 50% of the initial cost (i.e. 50% of $25,343,000 or $12,671,500) was more likely
and assumed that the site could be sold at its purchase price of $1.7 million
resulting in a net realizable value of $14 million (rounded).
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16.0 Reference: CFT Report, Table 2, Appendix C

1.16.3 Please explain how the sunk costs (or salvage value) of VIGP assets was
dealt with in the VIGP Benchmark Analysis in Appendix L.

RESPONSE:

The Benchmark analysis undertaken by BC Hydro and provided in Appendix L of
the CFT Report is based on inputs from the VIGP Decision. The Capital Charge
(CC) used in this analysis does not include sunk costs or salvage value. The Net
Tender Cost resulting from this analysis therefore is based on a cost to complete
the project.
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16.0 Reference: CFT Report, Table 2, Appendix C

1.16.4 Please explain the rationale for assigning an assumed market value and
assumed salvage value of zero for the Gas Turbine.

RESPONSE:

BC Hydro terminated its purchase agreement for the gas turbine. BC Hydro has
purchased and taken possession of the steam turbine (and thus can either sell the
steam turbine to a successful VIGP bidder or into the secondary market).
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17.0 Reference: CFT Report, Main Report, Section 2.10, p. 12, Lines 18-29

1.17.1 Page 12 of the CFT Report refers to BC Hydro’s ability to use its existing
portfolio to actively manage gas supply risk and electricity price risk, and
states that BC Hydro did not include in the evaluation methodology a “risk
premium” above forecast market prices for gas tolling projects. Please
clarify how BC Hydro is able to eliminate gas supply risk. Please provide
a copy of any studies that discuss the risk of higher gas prices with
respect to the CFT.

RESPONSE:

BC Hydro does not believe it is able to eliminate gas supply risk (in the sense of
the risk of higher fuel costs due to rising gas prices) associated with the Duke
Point Power project.

BC Hydro can manage this risk within reasonable bounds given its transaction
infrastructure, its ability to turn down the plant during non-peak power periods,
and the flexibility of its overall supply portfolio. BC Hydro believes it is better
positioned to manage gas price risk than individual project proponents are
because of these portfolio effects. With Duke Point in its portfolio, BC Hydro will
have more than 90% of its supply in an average hydro inflow year in the form of
fixed price resources, even before any near-term gas hedging.

Gas price risk, as well as volume and reliability risks, manifests in different ways
with both gas tolling and fixed price contracts. Gas tolling contracts carry the risk
of higher fuel costs, while offering greater volume flexibility and the opportunity to
benefit when fuel prices are lower. Fixed price contracts offer greater cost
certainty but expose the buyer to significant regret if gas and power prices
subsequently fall either absolutely or relatively. Fixed price resources typically
offer much less flexibility in the volume of energy taken.

Beyond BC Hydro’s assumption that it is better to manage gas supply risk, the
introduction of a gas price risk premium is a complex analytical problem
dependent on technical models and highly subjective assumptions. BC Hydro
does not believe that the development of a model to identify an appropriate risk
premium would have been consistent with the simplified CFT evaluation model
that it was asked to employ. Such an approach may also have had unintended
consequences of encouraging gas-fired project proponents to incur the costs of
fixing gas prices, assuming this to be possible over the long term. Such costs
include those associated with transacting in illiquid markets, credit costs on
hedges, higher gas transportation costs, and the loss of flexibility that tends to be
associated with fixed price contracts. For proponents of fixed price resources, it
may have encouraged them to bid up their prices. Given how hard it is to
objectively determine a risk premium, and given the potential for getting the
premium wrong, such an approach could have resulted in a higher costs to

BC Hydro’s ratepayers.
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17.0 Reference: CFT Report, Main Report, Section 2.10, p. 12, Lines 18-29

1.17.2 As Duke Point is needed for capacity, please explain in detail why BC
Hydro believes it and its ratepayers are not at risk of higher costs in the
event gas prices turn out to be higher than the forecast it has used. Does
BC Hydro believe that over the long term its cost of gas purchases will be
less than actual market prices?

RESPONSE:

On a system-wide basis, BC Hydro and its ratepayers will be at risk of higher
costs in the event that gas prices turn out to be higher than forecast. This risk
includes higher domestic gas-fired generation costs and higher import prices for
electricity. This risk can be somewhat mitigated through:

o effective near term hedging;

¢ the ability to turn down DPP and other gas-fired generation during non-
critical periods when the economics are unfavourable; and

o the flexibility offered by the rest of the BC Hydro supply portfolio.

With respect to the cost of BC Hydro’s gas purchases, BC Hydro expects
continued variability in gas prices, as indicated by the wide range of gas price
forecasts it employs (see BC Hydro’s response to BCUC IR 1.13.2). BC Hydro is
unaware of any credible forecast that expects long-term gas prices to remain at
the high levels experienced over the last year. Because it is difficult to lock in gas
prices for a 20- or 25-year period, BC Hydro focuses on near-term hedging to
manage gas price variability. BC Hydro believes that its ability to hedge and its
relative lack of reliance on gas generation allow it to moderate, but not eliminate,
the impact that changes in gas prices have on rates.

Demonstration that gas-fired generation can be economic during periods of high
gas prices was provided in the winter of 2000/01. During this period, due to the
escalated level of electricity prices relative to gas prices, gas-fired generation in
the region was more profitable than ever.
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17.0 Reference: CFT Report, Main Report, Section 2.10, p. 12, Lines 18-29

1.17.3 Please outline the extent to which BC Hydro’s gas supply portfolio for
Duke Point and ICP includes fixed price gas purchases or financially fixed
(hedged) gas prices for the period commencing in 2007.

RESPONSE:

BC Hydro’s current gas supply portfolio does not contain any fixed price gas
purchases or financial hedges for the period commencing in 2007.



British Columbia Utilities Commission Page
Re-issued Information Request No. 1.17.4 1
Dated: 01 December 2004

BC Hydro Response issued 17 December 2004

British Columbia Hydro and Power Authority
Call for Tenders for Capacity on Vancouver Island
Review of Electricity Purchase Agreement

17.0 Reference: CFT Report, Main Report, Section 2.10, p. 12, Lines 18-29

1.17.4 Please describe the options that are available to BC Hydro to arrange for
fixed price gas supplies for the period commencing in 2007, and the
advantages and disadvantages of fixing these prices.

RESPONSE:

The options for fixed price gas supply are described in the Transfer Pricing
Agreement for Electricity and Gas between BC Hydro and Powerex, in particular
section 11 regarding “Forward Purchases and Sales for BC Hydro”. Primarily,
BC Hydro has the option of fixing gas prices by purchasing forward, fixed price
gas contracts from Powerex. Powerex offsets this risk through direct purchases
of gas or power or by using other positions in its portfolio.

BC Hydro has typically restricted its hedging activities to the near three-year
period where markets are most visible and liquid.

Fixing the price of gas supply provides the advantage of price certainty. As one
attempts to extend hedging activities further into the future, the benefits are offset
by rising costs of market illiquidity and credit risk. At some point, depending on
regional market conditions, hedging becomes practically impossible.

Hedging has the potential disadvantage of significant regret from hedging
activities, as when prices fall sharply following a hedging decision, with the utility
and ratepayers paying above-market costs.
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17.0 Reference: CFT Report, Main Report, Section 2.10, p. 12, Lines 18-29
1.17.5 If BC Hydro were to fix the price of gas purchases commencing in 2007,

what would be the prices (annual average Canadian $/GJ at Huntingdon)
that could be arranged at this time?

RESPONSE:

Sumas/Huntingdon fixed forward prices as of 7 December 2004 in the market are
as follows:

2007 CAD $6.25/GJ
2008 CAD $6.00/GJ

2009 CAD $5.75/GJ
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17.0 Reference: CFT Report, Main Report, Section 2.10, p. 12, Lines 18-29

1.17.6 Please provide any information on the premium the market puts on gas
supply risk (e.g., current premium on fixed price contracts over floating
contracts). Please provide a copy of any studies that assess
methodologies that could be used to quantify a “risk premium” to use in
the evaluation methodology.

RESPONSE:

BC Hydro has included a presentation from E3 Consulting Ltd. regarding the
calculation of a “risk premium” for fixing energy commodity purchases.
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18.0 Reference: CFT Report, Appendix L, p.3

1.18.1 Please confirm the green house gas (“GHG”) cost assumption ($ / tonne)
underlying the energy charge calculation.

RESPONSE:

A GHG cost of $10 per tonne CO; equivalent was used, based on the VIGP
Decision.

Page 52 of the Decision states: “The Commission Panel determines that a GHG
offset cost of $3.60/MWh in real 2002 dollars should be used in the analysis of
VIGP.”

In Appendix L of the CFT Report, the $3.60/MWh amount was escalated from 2002
dollars to 2004 dollars. Assuming the $10 per tonne CO, equivalent was also
expressed in 2002 dollars, the equivalent figure in 2004 dollars would be about
$10.40 per tonne.
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18.0 Reference: CFT Report, Appendix L, p.3

1.18.2 Further to the statement about GHG liability for the VIGP Benchmark on
page 1 of Appendix J, please outline the GHG liability assumptions that
would result in relative savings of $55 or $115 million NPV. Which set of
assumptions does BC Hydro considers to be more reasonable at this
time?

RESPONSE:

In finalizing the CFT Report, BC Hydro inadvertently missed updating some of the
text on page 1 in Appendix J. The statement in the first paragraph on page 1 of
Appendix J should be changed from “The Tier 1 winning portfolio also showed a
significant saving relative to the VIGP benchmark ($55 million to $115 million NPV,
depending on assumptions made about GHG liability for the benchmark).” to “The
Tier 1 winning portfolio also showed a significant saving relative to the VIGP
benchmark (about $100 million NPV).”.

Refer to the response to BCUC IR 1.18.1 for the GHG liability assumption that was
used in the VIGP benchmark.
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19.0 Reference: CFT Report, Appendix B, Appendix G, and Appendix K

1.19.1 Please provide a summary of how the final mandatory bid criteria were
arrived at and why each was necessary, including but not limited to
Capacity, Term, Availability, Fuel supply reliability, Financial strength,
Schedule, and Technology suitability. For each criteria, please outline the
costs and benefits that would have resulted from specifying a less
stringent requirement.

RESPONSE:

The Mandatory Criteria used for the CFT process are listed in the accompanying
table along with a description of the rationale for each criterion. Additionally, the
costs and benefits associated with a less stringent requirement are shown for
each of the Mandatory Criteria.

In assessing the derivation and stringency of the CFT Mandatory Criteria,
BC Hydro notes:

¢ The timing and reliability imperatives for new Vancouver Island power supply
underpin the establishment of the criteria.

¢ The design of the Mandatory Criteria was influenced by input received from BC
Hydro’s financial advisor, KPMG Corporate Finance Inc., and its technical
advisor, R.W. Beck, Inc.

o BC Hydro utilized an external expert on energy project financing to ensure that
the CFT and EPA terms would facilitate project financing.
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Table IR 1.19.1 — CFT Mandatory Criteria

BIDDER CRITERIA

Derivation of Criterion

Costs/Benefits of Less Stringent
Requirement

Financial Capacity and
Creditworthiness:

A bidder must establish to the SEC’s
satisfaction that the bidder has, or has
access to, the financial strength and
creditworthiness required to successfully
finance the development and operation of
its proposed project(s) and to provide the
Tender, development, operating and other
securities required under the CFT and
EPA(s), if awarded.

Bidder required to demonstrate strong
financial capacity and viable financing
plan in order to ensure sufficient financial
wherewithal to develop and operate its
project.

BC Hydro worked with its external
financial advisor to develop minimum
thresholds for

financial ratios, equity requirements, etc.

Weak financial capacity and
creditworthiness could result in an inability
to complete construction of the project
and potential attrition. Similarly, lack of
financial strength could hamper operation
of the project and jeopardize availability of
required capacity.

Experience:

A bidder must establish to the SEC’s
satisfaction that the bidder is reputable
and has, or has access to, relevant
development and operating experience
necessary to successfully develop and
operate the project(s) in accordance with
the terms of the EPA(s), if awarded.

Bidder and/or project owners required to
demonstrate project management
experience with comparable projects as
well as access to engineering,
procurement and construction
management expertise.

Lack of adequate development and
operation experience could jeopardize
successful completion of power project as
well as result in potential operating and
performance problems, thereby
hampering the availability of required
capacity.

PROJECT CRITERIA

Location:
Projects must be located on Vancouver
Island.

On-Island generation required due to
planned retirement of HVDC system. In its
VIGP Decision, the BCUC confirmed the
need for on-Island generation.

Inclusion of off-Island projects would have
added an additional risk factor associated
with transmission to Island, and been
inconsistent with the Commission’s
determination.

Proven Technology:

Projects must employ “Proven
Technology” defined as generation
technology, other than nuclear
technology, which are proven, readily
available in commercial markets and in
commercial (not demonstration) use, as
evidenced by not less than 3 generation
plants delivering electrical capacity and
energy to public utilities for a period of not
less than 3 years to a standard of
reliability generally consistent with that
contemplated by the Preliminary Form
EPA.

As far as practicable, BC Hydro attempted
to accommodate a wide range of supply
technologies and options. DSM option
was originally included in Schedule A but
subsequently removed based on BCUC
direction contained in VIGP Decision.

BC Hydro's identified need for capacity
was such that it required certainty that any
tendered projects could be built, would be
completed by the date required, and
would operate as designed

Relaxation of proven technology
standards would have jeopardized the
timing and reliability imperatives for new
dependable capacity on Vancouver
Island.

As failure of any of these aspects would
threaten BC Hydro's ability to meet load
on Vancouver Island. Thus, "unproven”
technologies were not acceptable.
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New Dependable Capacity:

Projects must be New and constitute
Dependable Capacity. “New” means, in
relation to Dependable Capacity, new or
refurbished generation facilities that have
not achieved initial synchronization prior to
the Tender Closing Time, and incremental
capacity and associated energy resulting
from refurbishing or modifying existing
equipment after the Tender Closing Time.
“Dependable Capacity” means Dispatchable
Capacity or Must-Run Capacity that is net of
parasitic load and is capable of achieving a
guaranteed availability of 97% during the
period October to March inclusive, and for
purposes of Tender evaluation availability
will be assessed having regard to fuel
supply certainty (other than in respect of full
tolling natural gas-fired projects).

Derivation of Criterion

CFT is structured such that secured
resources will reliably supply Vancouver
Island in the event of a loss of 230 kV
transmission line to the Island.

The 97% availability threshold was deemed
reasonable for all proven techologies based
on a 3% forced outage factor and an
assumed outage rate of 5% for planned
maintenance.

Fuel supply certainty is a critical aspect of
the 97% availability requirement.

Costs/Benefits of Less Stringent
Requirement

Given the need for reliable generation
capacity to replace the loss of the aging
HVDC cable, relaxation of the 97%
availability standard would compromise BC
Hydro’s ability to meet peak load
requirements during the critical winter
months.

The benefit of this requirement would be
lost without the additional requirements
relative to fuel supply certainty.

Tender Capacity:

Each proposed Tender must comprise not
less than 25 MW and not more than 300
MW in the aggregate, which may consist of
one or more projects.

The lower limit of 25 MW was designed to
match the minimum threshold for individual
projects. The upper limit of 300 MW was
established based on possible supply
shortfalls and to accommodate those
bidders choosing the VIGP Election.

Wide band of allowed project sizes provided
considerable latitude for CFT bidders.

BC Hydro did not want to be obligated to
accept bids for capacity in excess of
expected supply shortfalls.

Project Capacity:

Each project must have a Bid Capacity of
not less than 25 MW of New, Dependable
Capacity, determined as “clean and new”
before degradation at average ambient
conditions.

Given the timing constraints for new VI
supply, BC Hydro chose a minimum project
size which could be readily dealt with in the
evaluation process.

Despite receiving considerable CFT
comments from bidders, there was no
suggestion that the minimum size
requirement was too restrictive.

COD:
Each project must have a COD not later
than 1 May 2007.

At the time of CFT issuance, the COD date
was set at Nov. 1, 2006 in order to allow 12
months to resolve operating issues, plant
de-bugging, etc. COD target changed in
Nov. 2003 in order to provide more time for
obtaining permits.

Delaying the COD by 6 months to May 1,
2007 has reduced the contingency for
potential start-up problems. Penalties for
delayed start-up have been relaxed until
November 2007.

Term:

The required EPA initial term must is 25
years, subject to extension as provided in
the EPA.

The minimum term was initially set at 10
years to accommodate IPPs unable to
procure long-term fuel supply contracts. In
March 2004, the term was fixed at 25 years
to be compatible with the evaluation
methodology; accordingly, bidders were
given more latitude re: fuel supply certainty.

A long-term EPA facilitates the procurement
of project financing.

Allowing varied contract terms would have
come at the cost of being unable to comply
with the BCUC’s direction to develop a
simplified evaluation methodology
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19.0 Reference: CFT Report, Appendix B, Appendix G, and Appendix K

1.19.2 Report No. 4 of the Independent Reviewer at page 9 states that the Technical and
Financial sub-committees established detailed evaluation guidelines for all Mandatory
Criteria. Please provide a copy of these guidelines.

RESPONSE:

The Technical and Financial evaluation procedures for the Tender Phase of the CFT were
approved by BC Hydro’s Project Management Office on 12 August 2004 prior to the receipt of
Tenders.

A copy of the approved evaluation guidelines is attached.
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Tender Phase Technical Evaluation Procedure
Subcommittee Members

The Submissions Evaluation Committee — Technical Subcommittee (“Subcommittee”) comprises the
following members:

Steve Eckert Member

Judy Baum Member

Michael Henderson (RW Beck) Member and Advisor

Terry McCullough Member

(Dick Iredale) Member
Background

At the Tender Phase, the Subcommittee confirm certain attributes of each Tender and will:
(1) reassess each bidder and project against the Mandatory Criteria, based on information
contained in the Tender and supplementary information, if any, furnished by the bidder at BC
Hydro’s request;

(2) assess each project (other than full tolling projects) against the Mandatory Criteria related
to fuel supply certainty; and

(3) evaluate the development risk associated with each project.

Following conclusion of the Tender evaluation, the Subcommittee will assess each portfolio of
Tenders (Portfolio) to determine whether any such Portfolio posses a high development risk
regarding (1) gas transportation infrastructure or (2) transmission infrastructure. The
Subcommittee will also receive a list of all conforming Tenders from the Conformity and
Completeness Review team. The Subcommittee will use this information coupled with the
development risk assessment to generate the list of Tenders and portfolios the Quantitative
Evaluation Committee (QEC) should evaluate using the Quantitative Evaluation Methodology
(QEM) process.

The procedure, together with Appendix A: Examples of High Development Risk Characteristics and
Appendix B: Tender Technical Evaluation Form attached to this document, contain guidelines and the
tools the Subcommittee members will follow during the Tender Phase to carry out the necessary due
diligence and evaluation of the Tenders and portfolios and form the recommendations to the Project
Management Office (PMO).

Conformation of Conformance with Appendix 5 — Project Definition

The Subcommittee will evaluate that bidder’'s project definition is consistent with the pre-approved
Appendix 5 - Seller's Plant Description of the Final Form Electricity Purchase Agreement.
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Assessment of Dual Fuel Capability

With respect to a Tender that includes a full-tolling, dual-fueled project, the Subcommittee will
evaluate the information submitted by bidder to confirm that the project meets the requirement to be
evaluated as dual-fueled.

Reassessment of Mandatory Criteria as applicable at the Pre-qualification stage

To the extent that bidder resubmits bidder and project information supporting compliance with the
Mandatory Criteria or submits an addendum to the bidder's Pre-qualification Submission setting out
clearly information concerning the bidder and/or the project that is different from, or supplementary to,
the bidder's Pre-qualification Submission, the Subcommittee will reevaluate any new or changed
information to confirm that the bidder and/or bidder’s project continues to meet the Mandatory Criteria
as applicable during the Pre-qualification phase. The criteria is restated here for reference:

"Bidder Criterion:

Experience: A bidder must establish to the SEC’s satisfaction that the bidder is reputable and
has, or has access to, relevant development and operating experience necessary to
successfully develop and operate its project(s) in accordance with the terms of EPA(s), if
awarded.

Project Criteria:

Location: Projects must be located on Vancouver Island.

Proven Technology: Projects must employ “Proven Technology” defined as generation
technology, other than nuclear technology, which are proven, readily available in
commercial markets and in commercial (not demonstration) use, as evidenced by not
less than 3 generation plants delivering electrical capacity and energy to public utilities
for a period of not less than 3 years to a standard of reliability generally consistent with
that contemplated in the Preliminary Form EPA. .

New, Dependable Capacity: Projects must be New and constitute Dependable Capacity.
‘New” means new or refurbished generation facilities that have not achieved initial
synchronization prior to the Tender Closing Time. “Dependable Capacity” means Dispatchable
Capacity or Must-Run Capacity that is net of parasitic load and is capable of achieving a
guaranteed availability of 97% during the period October to March inclusive.

Tender Capacity: Each proposed Tender must comprise not less than 25 MW and not more
than 300 MW in the aggregate, which may consist of one or more projects.

Project Capacity: Each project must have a Bid Capacity of not less than 25 MW of new,
Dependable Capacity, determined as “clean and new” before degradation at average ambient
conditions.

COD: Each project must have a scheduled COD not later than 1 May 2007.

Term: The required EPA initial term is 25 years, subject to extension as provided in the EPA."
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Specific guidelines associated with each Mandatory Criterion are included in the attached Appendix
B: Tender Technical Evaluation Form.

Assessment of Mandatory Criteria for Fuel Supply Certainty

Each Tender will be evaluated to assess whether each project included in the Tender, other than full-
tolling gas-fired projects, constitutes Dependable Capacity considering fuel supply based on the
following criteria:

"Project Criteria:

New, Dependable Capacity: Projects must be New and constitute Dependable Capacity... and
for the purposes of Tender evaluation availability will be assessed having regard to fuel supply
certainty (other than in respect to natural gas-fired, tolled projects).

More specifically, as described in the Fuel Supply Certainty Guidelines revised on 30 June
2004,tenders will be assessed to determine whether:

1. the bidder has secured, or can secure, sufficient quantities of primary and alternate fuels (if
any) to satisfy its fuel requirements, assuming that the project is operated at Bid Capacity
(adjusted for degradation and expected ambient conditions) with a guaranteed availability of
at least 97% during the period October to March inclusive;

2. the bidder has secured, or can secure, sufficient firm and non-firm transportation
arrangements and on-site fuel storage capability to deliver and store, as the case may be,
primary and alternate fuels (if any) for the project consistent with the definition of Dependable
Capacity and the terms of the EPA; and

3. for clarity, bidders should also note that, consistent with BC Hydro’s need for a reliable
resource on Vancouver Island, for purposes of applying the Mandatory Criterion associated
with Dependable Capacity to Tenders, a project will not be considered capable of achieving a
guaranteed availability of 97% during the period October to March inclusive, unless it can
generate Bid Capacity (adjusted for degradation and expected ambient conditions) in
accordance with the EPA, without restrictions associated with Fuel or Energy Source
availability, permit conditions or other circumstances or conditions, which do not excuse
delivery obligations under the Final Form EPA"

Specific guidelines associated with fuel supply certainty are included in the attached Appendix B:
Tender Technical Evaluation Form.

Assessment of Development Risk

Each Tender will be evaluated to assess whether each project included in the Tender is likely to
achieve COD by 1 May 2007 having regard to the status of permitting, site acquisition, design,
engineering and procurement and other critical project development activities based on the following
criteria:
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"Criteria:

1. Whether the bidder’s project schedule is realistic and readily achievable. More specifically,
BC Hydro will evaluate (i) the ability to reasonably achieve each Milestone by the date
identified by bidder in the project Schedule and to achieve the Guaranteed COD Date, and (ii)
the ability to reasonably achieve each subsequent Milestone and the Guaranteed COD Date
assuming that prior Milestones are achieved on the dates specified by the bidder;

2. Whether the bidder has acquired, or has the unconditional right to acquire, the project site,

3. Whether the site is zoned and otherwise free of legal impediments to construction and
operation of the project,

4. Whether the bidder has obtained all necessary permits for construction and operation of the
project,

5. To the extent that permits are not obtained, or are under appeal, whether permitting
activities are on schedule, and the likelihood that permits can be secured in sufficient time to
avoid a delay in COD,

6. Whether permits and agreements obtained, or reasonably expected to be obtained, allow
bidder to operate the project such that the bidder can comply with the terms of the Final Form
EPA. (For clarity, bidders should also note that, consistent with BC Hydro’s need for a reliable
resource on Vancouver Island, a project will not be considered capable of achieving a
guaranteed availability of 97% during the period October to March inclusive, unless it can
generate Bid Capacity (adjusted for degradation and expected ambient conditions) in
accordance with the Final Form EPA, without restrictions associated with Fuel or Energy
Source availability, permit conditions or other circumstances or conditions, which do not
excuse delivery obligations under the Final Form EPA.)

7. Whether public and First Nations consultations, as may be necessary, are complete or on
schedule, and the likelihood that these activities can be completed in sufficient time to avoid a
delay in COD,

8. Whether design, engineering and procurement commitments and activities are on schedule,
and the adequacy of the bidder’s plan to secure performance of these commitments and
activities,

9. Potential impediments to timely completion of the project, including completion of
interconnection facilities and the adequacy of the bidder’s contingency plans relative to
potential delays,

10. An evaluation of the development risk associated with new gas transportation facilities,

11. An evaluation of the development risk associated with network upgrades, and

12. Such other matters as BC Hydro, in its sole discretion, deems appropriate to assess
development risk."
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Specific guidelines associated with the development risk assessment are included in the attached
Appendix B: Tender Technical Evaluation Form. Examples of characteristics that, absent mitigating
factors, would be considered to exhibit high development risk are provided in Appendix A: Examples
of High Development Risk Characteristics.

Assessment of Fuel Transportation Development Risk (Portfolios including full-tolling
projects)

The BC Hydro Gas Team (BCH GT) will provide the following information for portfolios of
Tenders that include full-tolling gas-fired projects (including full-tolling projects with dual-fuel
capability) to the Subcommittee for review:

1. System expansion plans to meet the forecast firm gas requirements of Terasen’s
Vancouver Island system inclusive of the firm requirements of a representative range
of VI CFT portfolios,

2. Estimates of interruptible gas transportation capacity availability for portfolios
involving dual-fuel tolling projects. These estimates will be used to assess the
feasibility of assuming that dual-fuel projects will not require firm gas transportation
(i.e. the data will be assessed to determine if the criteria for dependable capacity from
dual-fuel tolling projects can be met without firm gas transportation),

3. Status of key permits and milestone dates for major system expansion facilities
required by Terasen to meet the firm demands associated with each portfolio,

4. Description of back-up plans to meet firm gas transportation requirements for VI CFT
tolling projects in the event that permitting or construction delays occur for major
system expansion facilities.

5. In addition the BCH GT may provide external consultant information on development
risk for Terasen’s proposed LNG facility.

6. The BCH GT will also supplement the Terasen information on interruptible capacity
availability (only required for portfolios with dual fuel tolling projects) with
consideration of fuel switching (available from ICP and the Vancouver Island Gas Joint
Venture).

Upon review of the information provided by BCH GT:

1. Each Portfolio including a full-tolling project will be evaluated to assess whether all
projects included in the Portfolio are likely to be able to achieve COD by 1 May 2007 having
regard to the status of permitting, site acquisition, design, engineering and procurement
and other critical project development activities for gas transportation facilities.

2. Each Portfolio including a full tolling project will be evaluated to assess whether all
projects included in the Portfolio are likely to be able to operate consistent with BC
Hydro’s need for a reliable resource on Vancouver Island capable of achieving a
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guaranteed availability of 97% during the period October to March inclusive without
restrictions associated with Fuel Transportation availability. The evaluation will consider:

Gas transportation for each portfolio together with ICP to determine the total
volume of gas transportation prudently required to be able to operate all gas-
fired assets at full capacity;

Gas transportation required for both tolled and non-tolled gas fired facilities;

Fuel switching capabilities at ICP and any tolled projects included in each
portfolio;

Firm gas transportation capacity currently under contract with third parties that
has been secured by BC Hydro or will likely be available for purchase by BC
Hydro; and

In service dates for any new infrastructure required to provide necessary gas
transportation for each portfolio and ICP later than 1 May 2007, provided that
alternate arrangements are reasonably assured (egq. if it can be assured that
sufficient gas transportation exists prior to completion of certain infrastructure
to meet BC Hydro’s needs for a particular portfolio plus ICP through the winter of
2008/2009, an in-service date for such gas transportation infrastructure of later
than 1 May 2007 would not in and of itself present an unacceptable development
risk).

Examples of characteristics that, absent mitigating factors, would be considered to exhibit high
development risk are provided in Appendix A: Examples of High Development Risk Characteristics.

Assessment of Interconnection Development Risk (Portfolios)

The BC Hydro Transportation Team (BCH TT) will provide the following information for
portfolios of Tenders to the Subcommittee for review:

Information relative to the development risk associated with the Network Upgrades
associated with each portfolio, including permitting, construction schedule
information, mitigation opportunities and associated incremental costs where
necessary to complete commissioning and COD testing of the projects within the
Portfolios no later than 1 April 2007, and any specific risks that could impact such
schedule.

Upon review of the information provided by BCH TT:

1. Each Portfolio will be evaluated to assess whether all projects included in the
Portfolio are likely to be able to achieve COD by 1 May 2007 having regard to the status of
permitting, site acquisition, design, engineering and procurement and other critical project
development activities for transmission facilities.

2. Each Portfolio will be evaluated to assess whether all projects included in Portfolio
are likely to be able to operate, consistent with BC Hydro’s need for a reliable resource on
Vancouver Island, with an availability of 97% during the period October to March
inclusive, without restrictions associated with completion of transmission infrastructure.
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Examples of characteristics that, absent mitigating factors, would be considered to exhibit high
development risk are provided in Appendix A: Examples of High Development Risk Characteristics

I Location

During the Tender Phase, Subcommittee members will not be allowed to take the Tenders
outside the Dunsmuir building. Members who do not work in the Dunsmuir building will be
provided with workstations equipped with phones and computers.

Evaluation of Tenders by Individual Subcommittee Members

Following the Completeness and Conformity Review, complete Tenders are available to
Subcommittee members.

Prior to signing out any Tenders evaluators must sign a Declaration of Material Interests and identify
any potential conflict of interests.

During the Tender Phase, the VI CFT Records Room will be open from 8:30 AM to 4:30 PM Monday
to Friday. If Subcommittee members require access to the Records Room outside regular hours,
such requests are to be directed to the Chair and will be accommodated with reasonable efforts.
Subcommittee members must follow the Tender Phase Records Management Procedure.

Subcommittee members will not sign out and proceed with reviewing the next Tender until they have
completed the review and return the previous Tender to the Records Room. Subcommittee members
will review all sections of each Tender specifically Envelope 1: Mandatory Criteria/Development Risk
Information.

Subcommittee members should review the Tenders independently and should not discuss their
opinions and the contents of the Tenders with other Committee members until the Committee
convenes on the date indicated in the schedule to reconcile and discuss the results of the evaluation.

Preliminary determinations for each Criterion may be that the bidder or project:

e meets the criteria based on the information provided, or fails to meet the criteria based on the
information provided; and/or

e requires additional information from bidder (RIB), additional information from bidder reference
(RBR) or additional information from the Subcommittee’s Technical Consultant (RTC) to make a
determination.

Each Subcommittee member must determine for each Tender and for each criterion, whether
the bidder or project, as applicable either meets or fails to meet each criterion.

Reconciliation of Individual Subcommittee Member Tender Assessments

The Subcommittee members will meet at the conclusion of individual evaluation assessment
by individual Subcommittee members no later than the date specified in the schedule. The
members will consider each Tender and seek to reach consensus of each determination,
unless otherwise agreed to by the PMO.

Clarifications
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Should the Subcommittee determine that additional information is required in order to make a
determination, a list of those issues that require input from the bidder and a bidder’s reference will be
provided to designated members of the Completeness and Conformity Review. The Subcommittee
must follow the process outlined in the "Ongoing SEC and Quantitative Evaluation Committee (QEC)
Clarifications" section of the Completeness and Conformity Review Procedure. Subcommittee
members may be assigned individual responsibly for follow-up with bidder references or project
references using applicable procedures.

Following receipt of any required answers to clarification questions, reference checks, and/or
technical input from the SEC Technical Advisor, the Subcommittee shall reconvene to make a final
determination with respect to any outstanding Criteria on the Tender Technical Evaluation Form.

Should the Subcommittee require any legal input with respect to the completion of its Tender
evaluation (eg: validity of agreements, certainty of land tenure, status of regulatory proceedings, etc.),
the Subcommittee chair shall so indicate to PSC Completeness and Conformity Review Team who
shall facilitate advice being provided by BC Hydro Legal Services or outside counsel.

The Subcommittee shall recommend that any Tender determined by a decision of the Subcommittee
to fail one or more Mandatory Criteria be rejected. Any recommendation for rejection shall include a
clear summary of the basis on which the Tender is recommended for rejection together with a
completed consolidated Tender Technical Evaluation Form.

The Subcommittee shall recommend that any Tender determined by a decision of the Subcommittee
to meet all Mandatory Criteria be qualified for the quantitative evaluation.

Tender Recommendations

Upon the conclusion of the reconciliation, the Subcommittee will present the recommendation to PMO
for approval. The materials submitted to PMO will contain 2 lists. The first list represents the list of
Tenders recommended for quantitative evaluation. The second list represents the recommended
disqualified Tenders. The recommendation from the Subcommittee will be accompanied by a clear
summary of the basis on which the recommendation (for both pre-qualified and disqualified bidders)
is formed.

Evaluation of Portfolios by Individual Subcommittee Members

Following approval of recommendations regarding Tender qualification (both Technical and Financial
Subcommittees and the Completeness and Conformity Review) and receipt of information from the
BCH GT and BCH TT, the Subcommittee shall evaluate the Tender portfolios in accordance with the
provisions noted above.

Subcommittee members should review the Tender portfolios independently and should not discuss
their opinions with other Subcommittee members until the Subcommittee convenes to reconcile and
discuss the results of the evaluation.

Preliminary determinations for each Tender portfolio may be that the Tender portfolio:
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o meets the criteria based on the information provided, or fails to meet the criteria based on the
information provided by the BCH GT and the BCH TT; and/or
e requires additional information from the BCH GT or BCH TT to make a determination.

Following receipt of any additional information each Subcommittee member will evaluate each
Tender portfolio and record his/her initial determination.

Reconciliation of Individual Subcommittee Member Portfolio Assessments

The Subcommittee members will meet at the conclusion of individual evaluation assessment
by individual Subcommittee members no later than the date specified in the schedule. The
members will consider each Tender portfolio and seek to reach consensus of each
determination, unless otherwise agreed to by the PMO.

Should the Subcommittee determine that additional information is required in order to make a
determination, a list of those issues which require information will be forwarded for processing in
accordance with the process outlined in "Ongoing SEC Clarifications" section of the Completeness
and Conformity Procedure.

Following receipt of any required additional information the Subcommittee shall reconvene to make a
final determination.

The Subcommittee shall recommend that any Tender portfolio determined by a decision of the
Subcommittee to fail meet the requirements associated with Gas Transportation or Transmission
Development Risk as outlined above be rejected. Any recommendation for rejection shall include a
clear summary of the basis on which the Tender portfolio is rejected.

The SEC Technical Subcommittee shall recommend that any Tender portfolio determined by a
decision of the Subcommittee to meet all portfolio development risk criteria be qualified for
guantitative evaluation.

Portfolio Recommendations

Upon the conclusion of the reconciliation, the Subcommittee will present the recommendation to PMO
for approval. The materials submitted to PMO will contain 2 lists. The first list represents the list of
Tender portfolios recommended for quantitative evaluation. The second list represents the
recommended disqualified Tender portfolios. The recommendation from the Subcommittee will be
accompanied by a clear summary of the basis on which the recommendation (for both pre-qualified
and disqualified bidders) is formed.

Relevant Procedures

o Tender Phase Protocol Barriers

e Tender Phase Records Management Procedure

¢ Tender Phase Quantitative Evaluation Procedure

o Tender Phase Conformity and Completeness Review Procedure
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Appendix A: Examples of High Development Risk Characteristics

The following are provided as non-exhaustive examples of the types of considerations which may be
considered as “high risk” with respect to Development Risk. These examples are not intended to limit
the scope of the Subcommittee’s deliberations with respect to Development Risk.

Tenders:

Projects that are deemed unlikely to be in service (less than 50% probability) by May 1, 2007
assuming that no Milestones are achieved prior to the Milestone Dates

Projects for which sites have not been secured by Seller (or for which bidder does not have the
unconditional right to acquire)

Projects for which site tenure by bidder is significantly less than the initial term of the EPA and for
which bidder has not provided a reasonable plan for securing site for the full initial term
Projects with permit restrictions that do not allow the project to be operated without restriction in
conflict with the terms of the EPA

Projects without permits, but whose permits when received are likely to restrict operation of the
project in conflict with the terms of the EPA.

Project for which First Nations consultation is reasonably required but for which bidder has not
provided a plan for such consultation

Project limited in its operations in conflict with the terms of the EPA as a result of contractual
limitations (associated with site services for example)

Portfolios — Gas Transportation Development Risk:

Portfolios for which the necessary firm gas transportation is not likely to be available at all times
subsequent to May 1, 2007 (taking into consideration contingency plans associated with
infrastructure upgrades and fuel switching capabilities at ICP and tolling projects within the
portfolio)

Portfolios — Network Upgrades Development Risk:

Portfolios for which the necessary network upgrades is not likely to be completed (less than 50%
probability) by April 1, 2007
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Appendix B: Tender Technical Evaluation Form

Confirmation of
Final Form
EPA -
Appendix 5,
Seller’s Plant
Description

Review bidder’s submitted Appendix 5 to confirm the
project described in the Mandatory Criteria meets the
Appendix 5.

If the submitted Appendix 5 is inconsistent with the
project described in the Tender, notify the
designated member of the Completeness and
Conformity Review.

If the PMO elects not to seek clarification or
correction, or if the PMO elects to seek clarification
or correction and bidder fails to correct
inconsistency, the Tender will be rejected.

Confirmation of

Applicable to all full-tolling projects that are dual fueled

Dual Fuel Confirm that bidder’s submitted Appendix 5 (and other If bidder’s project description indicates that on-site
Capability information contained in bidder’'s Tender) supports evaluation storage facilities are incapable of storing the fuel oil
as a dual fueled project necessary to operate bidder’s project for at least

120 continuous hours or that the project cannot be
operated on the alternate fuel for at least 240 hours
or that the project cannot be operated for at least
120 continuous hours, the project shall be
determined to be not duel fuel capable for
evaluation purposes.

Reassessment | Applicable to any changed or updated information to that Attach a completed Pre-qualification Technical

of Mandatory information provided with the Pre-qualification submission Evaluation Form if Bidder if applicable,

Criteria as Address only those criteria for which there are

applicable at changes or updates.

the Pre- Bidder/project are deemed to still meet the

qualification Mandatory Criteria applicable at the Pre-

stage qualification stage provided that the information

provided is consistent (as good or better) with that
provided with the Pre-qualification submission.
Provide overall assessment in the next column.
Specify one of the following:

= N/A - Not applicable - no changes

= P —Passed considering changes or updates
= F —Failed considering changes or updates
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Assessment of
Mandatory
Criteria for
Fuel Supply
Certainty

Applicable to all projects other that full tolling projects

A bidder tendering a biomass or coal project will be required
to:

i. fully describe arrangements or strategies that the bidder
has made to procure fuel for the project, including the name
and location of the suppliers, source of biomass or coal,
status of negotiations with suppliers, a description of the
market characteristics for the specific biomass or coal,
including supply and demand characteristics and any known
or expected changes to such characteristics;

ii. provide copies of any executed agreements with fuel
suppliers;

iii. fully describe viable alternate supply arrangements that
the bidder may access if planned or contracted fuel
suppliers fail to perform;

Are strategies reasonable? Are markets sufficiently
robust (i.e. sufficient suppliers and supply) or has
Bidder executed an agreement with a fuel supplier
to mitigate supply risk? Are alternate fuel
arrangements sufficient to mitigate this risk?

Has bidder demonstrated that the bidder has
secured, or can secure, sufficient quantities of
primary and alternate fuels (if any) to satisfy its fuel
requirements assuming that the project is operated
at Bid Capacity (adjusted for degradation and
expected ambient conditions) with a guaranteed
availability of at least 97% during the period
October to March inclusive?

For purposes of applying the Mandatory Criterion
associated with Dependable Capacity to Tenders,
a plant will not be considered capable of achieving
a guaranteed availability of 97% during the period
October to March inclusive, unless it can generate
Bid Capacity, adjusted for AAC and degradation in
accordance with the EPA, without restrictions
associated with Fuel or Energy Source availability,
permit conditions or other circumstances or
conditions, which do not excuse delivery
obligations under the Final Form EPA.

iv. fully describe arrangements or strategies that the bidder
has made to deliver the fuel required for the project from
identified suppliers to the project, including load-out facilities
and trucking or barging companies;

v. provide copies of any executed agreements with fuel
transporter(s) including the name of transporter and method
of transportation and evidence that required permits, if any,
are readily obtainable;

vi. fully describe viable alternate transportation
arrangements that the bidder may access if planned,
including load-out facilities should the contracted fuel
transporter(s) fail to perform;

Are strategies reasonable? Are transportation
markets sufficiently robust (i.e. transportation is
readily available or is relatively uncomplicated such
that Bidder could remedy a transportation
interruption) or has Bidder executed an agreement
with a transporter to mitigate transportation risk?
Are alternate transportation arrangements sufficient
to mitigate this risk?

Has bidder demonstrated that the bidder has
secured, or can secure, sufficient firm and non-firm
transportation arrangements and on-site fuel
storage capability to deliver and store, as the case
may be, primary and alternate fuels (if any) for the
project consistent with the definition of
Dependable Capacity and the terms of the EPA?

For purposes of applying the Mandatory Criterion
associated with Dependable Capacity to Tenders,
a plant will not be considered capable of achieving
a guaranteed availability of 97% during the period
October to March inclusive, unless it can generate
Bid Capacity, adjusted for AAC and degradation in
accordance with the EPA, without restrictions
associated with Fuel or Energy Source availability,
permit conditions or other circumstances or
conditions, which do not excuse delivery
obligations under the Final Form EPA.




British Columbia Utilities Commission
Re-issued Information Request No. 1.19.2 14
Dated: 01 December 2004

BC Hydro Response issued 17 December 2004

Page

British Columbia Hydro and Power Authority
Call for Tenders for Capacity on Vancouver Island
Review of Electricity Purchase Agreement

vii. fully describe any infrastructure improvements necessary
to extract, process, transport, receive and store fuel,
including status of the development of such improvements,
identification of any permits or approvals required for such
improvements, the schedule for completion of such
improvements, and any known or expected obstacles for the
development and construction of such improvements;

Consider in evaluation of i — vi above

viii. fully describe the volume of on-site fuel storage that the
bidder has included in its project design; and

Consider in evaluation of i — vi above

A bidder tendering a natural gas-fired project in respect of
which “Option #1 — No Tolling”, as described in section
6.2(a) of the CFT, has been designated, will be required to:

i. fully describe the arrangements that the bidder has made
to procure fuel for the project and provide copies of any
executed agreements with fuel suppliers

For purposes of evaluating the availability of the
natural gas commodity (as opposed to
transportation), if the bidder is sourcing natural gas
from an established liquid trading hub, such natural
gas commodity shall be deemed to be available for
the duration of the term of the EPA.

i. fully describe arrangements that the bidder has made for
firm transportation, and any non-firm transportation, to
deliver the fuel required for the project from identified
suppliers or liquid trading hub(s) to the burner tip, and
provide copies of any executed agreements with fuel
transporter(s) and provide evidence that any required
regulatory approvals have been obtained

iii. fully describe arrangements or strategies that the bidder
has made to procure alternate fuel (if any) for the project
and provide copies of any executed agreements with fuel
suppliers;

iv. fully describe arrangements or strategies that the bidder
has made to deliver alternate fuel (if any) required for the
project from identified suppliers to the burner tip, and
provide copies of any executed agreements with fuel
transporter(s);

Has bidder demonstrated that the bidder has
secured, or can secure, sufficient firm and non-firm
transportation arrangements and on-site fuel
storage capability to deliver and store, as the case
may be, primary and alternate fuels (if any) for the
project consistent with the definition of
Dependable Capacity and the terms of the EPA?

For purposes of applying the Mandatory Criterion
associated with Dependable Capacity to Tenders,
a plant will not be considered capable of achieving
a guaranteed availability of 97% during the period
October to March inclusive, unless it can generate
Bid Capacity, adjusted for AAC and degradation in
accordance with the EPA, without restrictions
associated with Fuel or Energy Source availability,
permit conditions or other circumstances or
conditions, which do not excuse delivery
obligations under the Final Form EPA.

v. fully describe any infrastructure improvements necessary
to transport, receive and store fuel, including status of the
development of such improvements, identification of any
permits or approvals required for such improvements, the
schedule for completion of such improvements, and any
known or expected obstacles for the development and
construction of such improvements;

Consider in evaluation of i — vi above

Also evaluate this information relative to bidder’s
ability to meet achieve COD by May 1, 2007. If
bidder is unlikely to complete development of such
infrastructure to support a COD of May 1, 2007, the
Tender should be disqualified.

vi. describe any on-site alternate fuel storage (including
volumes) that the bidder has included in its project design

Consider in evaluation of i — vi above
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Development
Risk
Assessment

1. Schedule:

Provide for each project an updated detailed project
schedule for each project, identifying the critical path and
showing particularly all key dates associated with permitting,
design, engineering, procurement, construction and
commissioning activities, including all Milestones (as defined
in the Final Form EPA) and a scheduled COD not later than
1 May 2007. Clearly address any material changes from the
project schedule(s) submitted with the Pre-Qualification
Submission. Include a description of the status of basic and
detailed engineering, including percentage complete and a
description of the status of equipment procurement.

Is bidder’s project schedule is realistic and readily
achievable? More specifically, assess (i) the ability
to reasonably achieve each Milestone by the date
identified by bidder in the project Schedule and to
achieve the Guaranteed COD Date, and (ii) the
ability to reasonably achieve each subsequent
Milestone and the Guaranteed COD Date
assuming that prior Milestones are achieved on the
dates specified by the bidder.

If it is determined that bidder is unlikely to achieve
COD by May 1, 2007, Tender should be
disqualified.

2. Site Acquisition:
Provide for each project:

(a) Confirmation of the accuracy of all information provided
pursuant to Section 1.2 of the Final Form EPA - Appendix 5,
Seller’'s Plant Description submitted and approved by BC
Hydro in accordance with Addendum 17.

(b) Confirmation that any liens, charges and encumbrances
(.charges.) registered on title, will not prevent or delay
construction and operation of the project, or alternatively the
bidder’s plan and schedule for the discharge or amendment
of such charges.

(c) If the site on which the project will be located is part of a
larger parcel which has not been subdivided, provide details
of any planned subdivision, including (i) the status, and
schedule for completion, of the subdivision, and (ii) a list,
and the status and schedule for, all approvals required to
complete the subdivision.

Has bidder acquired, or does bidder have the
unconditional right to acquire, the project site? If
no, bidder must be disqualified.

With respect to (b) and (c), assess whether
discharging of charges or execution of any planned
subdivision make it unlikely that bidder can achieve
COD by May 1, 2007. If it is unlikely, tender should
be disqualified.
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3. Permits:
Provide for each project:

(a) A complete list of all permits required for construction
and operation of the project. For this purpose, .permit.
means permit, license, rezoning or zoning variance, and any
other approval required of any federal, provincial or local
government or governmental agency or authority required
for the construction and operation of the project, including
without limitation any environmental assessment certificate
required under federal or provincial legislation.

(b) For each permit, provide:

i. A copy of the permit, if issued.

ii. Details, including status, of any pending or threatened
appeal of the issue of any permit.

ii. A permitting schedule showing, for each unissued permit,
the planned application, sequencing and issue date for each
permit, which is consistent with the bidder.s project schedule
delivered pursuant to Section 1 above.

iv. If the permit is not issued, a copy of any pending permit
application and a description of the status of the application
and of any known opposition to the issue of the permit and
the expected impact thereof on the permitting schedule and
any planned measures which the bidder intends to
implement to mitigate any anticipated delay in issue of the
permit.

Assess whether the site is zoned and otherwise
free of legal impediments to construction and
operation of the project,

Assess whether the bidder has obtained all
necessary permits for construction and operation of
the project,

To the extent that permits are not obtained, or are
under appeal, assess whether permitting activities
are on schedule, and the likelihood that permits
can be secured in sufficient time to avoid a delay in
COD,

Assess whether permits and agreements obtained,
or reasonably expected to be obtained, allow
bidder to operate the project such that the bidder
can comply with the terms of the Final Form EPA.
(For clarity, bidders should also note that,
consistent with BC Hydro.s need for a reliable
resource on Vancouver Island, a project will not be
considered capable of achieving a guaranteed
availability of 97% during the period October to
March inclusive, unless it can generate Bid
Capacity (adjusted for degradation and expected
ambient conditions) in accordance with the Final
Form EPA, without restrictions associated with Fuel
or Energy Source availability, permit conditions or
other circumstances or conditions, which do not
excuse delivery obligations under the Final Form
EPA.)

If upon completion of the assessments noted
above it is determined that it is unlikely that bidder
will be able to achieve a COD of May 1, 2007 or
that bidder is unlikely to obtain permits consistent
with the paragraph above, the Tender should be
rejected.

4. Consultation:

Provide for each project:

(a) A description and status report on all community
consultations conducted and planned relative to the project,
including particulars of issues identified and how each issue
has been or will be addressed.

(b) A description and status report on all First Nations
consultations conducted and planned relative to the project,
including particulars of issues identified and how each issue
has been or will be addressed.

Assess whether public and First Nations
consultations, as may be necessary, are complete
or on schedule, and the likelihood that these
activities can be completed in sufficient time to
avoid a delay in COD.

If upon completion of the assessments noted
above it is determined that it is unlikely that bidder
will be able to achieve a COD of May 1, 2007, the
Tender should be rejected.
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5. Site Services:

Provide for each project:

(a) A copy of any executed agreement(s) for provision of
any required utility or service consistent with the information
submitted in the Final Form EPA - Appendix 5 Seller.s Plant
Description submitted and approved by BC Hydro in
accordance with Addendum 17.

(b) A description of, and status report on, any steam sales
agreement associated with the project (e.g. cogeneration).
Prices and other commercially sensitive material may be
redacted from the descriptions.

Assess whether agreements obtained, or
reasonably expected to be obtained, allow bidder
to operate the project such that the bidder can
comply with the terms of the Final Form EPA. (For
clarity, bidders should also note that, consistent
with BC Hydro.s need for a reliable resource on
Vancouver Island, a project will not be considered
capable of achieving a guaranteed availability of
97% during the period October to March inclusive,
unless it can generate Bid Capacity (adjusted for
degradation and expected ambient conditions) in
accordance with the Final Form EPA, without
restrictions associated with Fuel or Energy Source
availability, permit conditions or other
circumstances or conditions, which do not excuse
delivery obligations under the Final Form EPA.)

If upon completion of the assessment noted above
it is determined that bidder is unlikely to obtain
agreements consistent with the paragraph above,
the Tender should be rejected.

6. Other Matters Affecting Project Development:

Provide for each Project:

(a) Identification and description of all other known facts or
circumstances that could reasonably be expected to have
an adverse effect on the ability of the bidder to achieve COD
by 1 May 2007, including without limitation:

i. Pending or threatened claims or litigation affecting the
bidder, the project, or any consultant, supplier, manufacturer
or contractor engaged, or to be engaged, for the project,

ii. Pending or threatened strikes, lockouts or labour
disturbances affecting the bidder or any consultant, supplier,
manufacturer or contractor engaged, or to be engaged, for
the project,

iii. Pending or threatened shortages of materials or labour,
whether skilled or unskilled.

(b) To the extent not otherwise described, outline of the
bidder’s contingency plans for mitigating the impacts of
unforeseen delays in development of the project.

Assess any information provided in response to
this information requirement.

If upon completion of the assessments noted
above it is determined that it is unlikely that bidder
will be able to achieve a COD of May 1, 2007 or
that bidder is unlikely to be able to construct and
operate its project consistent with the final form
EPA, the Tender should be rejected.
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Tender Phase Financial Evaluation Procedure
Subcommittee Membership

The Submission Evaluation Committee — Financial Subcommittee (“Subcommittee”)
comprises the following members:

Frank Lin Chair

Greg Simmons Member
Yucel Cakmur Member
Allan Anderson Member
Lisa Sole Member

Andy Shaw/Jocelyn Cruickshank Member/Advisor (KPMG)
Background

In the Pre-Qualification phase, the Subcommittee assessed each bidder and/or project
owner against the Financial Capacity and Creditworthiness criterion (“the Criterion”).
Those pre-qualified bidders that submit Tenders by Tender Closing Date will be further
assessed against the Criterion. The VI CFT process is designed such that the bidders
meeting the Criterion at the Pre-Qualification phase will not necessarily meet the
Criterion at the Tender Phase in accordance with s. 9.8 of the VI CFT which is stated
below for reference:

A Bidder must establish to the SEC’s satisfaction that the Bidder has, or has
access to, the financial strength and creditworthiness required to
successfully finance the development and operation of its proposed
project(s) and to provide the Tender, Development, Operating and other
securities required under the VI CFT and EPA(s), if awarded. Bidders
meeting this criterion based on information filed with their Pre-
Qualification Form for purposes of pre-qualification will not necessarily be
considered to have met this criterion for purposes of Tender evaluation,
and BC Hydro reserves the right to require further supporting information
for the purposes of re-assessing compliance with this criterion for tender
evaluation purposes.

Attached as Appendix B, are the Supplementary Financial Information Guidelines
published on 30 June 2004. The guidelines contain the information requirements, to be
submitted by the Bidders, as well as a set of principles that will guide the Subcommittee
in Tender evaluation in respect of the Criterion.

Location

During the Tender Phase, Subcommittee members will not be allowed to take the
Tenders outside the Dunsmuir building. Members who do not work in the Dunsmuir
building will be provided with workstations equipped with phones and computers.
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Tender Evaluation

First Phase

Following the Completeness and Conformity Review, complete Tenders are available to
Subcommittee members. These Tenders will be stored in the VI CFT Records Room
located on the 10" floor of Dunsmuir Building, starting 13 August 2004. Accordingly,
review of Tenders will commence on 16 August 2004. All submitted Financial
Statements will be released and available to the Advisor on 14 August 2004.

Prior to signing out any Tenders evaluators must sign a Declaration of Material Interests
and identify any potential conflict of interests.

During the Tender Phase, the VI CFT Records Room will be open from 8:30 AM to 4:30
PM Monday to Friday. If Subcommittee members require access to the Records Room
outside regular hours, such requests are to be directed to the Chair and will be
accommodated with reasonable efforts. Subcommittee members must follow the Tender
Phase Records Management Procedure.

Evaluation of Tenders will consist of two phases. In the first phase, Subcommittee
members will be required to read all Tenders, one at a time, without scoring.
Subcommittee members will sign out Tenders, one at a time, and will not sign out and
proceed with the next Tender until they have reviewed all sections of that Tender.
Subcommittee members are required to complete the first phase of evaluation not later
than 25 August 2004.

Clarifications

During the first phase of evaluation, Subcommittee members should record necessary
clarifications required for each Tender. The clarifications are on exception basis only
and should be restricted to those matters that would be material to the evaluation
outcome, if unanswered. The Subcommittee will convene to review and finalize the
clarifications to be sent to bidders. Subcommittee members must follow the process
outlined in the "Ongoing SEC and Quantitative Evaluation Committee (QEC)
Clarifications" section of the Tender Phase Completeness and Conformity Procedure.

Second Phase

For those Tenders that do not require any clarification, Subcommittee members can
proceed with scoring of those Tenders upon completion of first read-through. For those
Tenders that require clarification, Subcommittee members will proceed with scoring of
those Tenders upon receiving responses from bidders. Subcommittee members will
sign out Tenders one at a time and will not sign out and proceed with scoring the next
Tender until the they have reviewed, scored and returned the previous Tender (including
working notes, calculations and Scoring Worksheets).

Subcommittee members will score all sections of the Tenders. Tender submissions will
be reviewed using the principles and guidelines contained in this document. Evaluating
comments and scoring must be recorded in the Scoring Worksheets attached as
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Appendix A and not on the Tenders. Subcommittee members must evaluate Tenders
independently and must not discuss their opinions and the contents of the Tenders with
other Subcommittee members until the Subcommittee convenes to reconcile and
discuss the results of the evaluation.

Independent Due Diligence

Each Subcommittee member should conduct any independent due diligence as that
member deems appropriate. A set of standard due diligence research will be performed
for each bidder, project owner and major shareholders/directors/partners. The research
will be completed with assistance from BC Hydro Legal Services prior to 20 August 2004
and will cover searches in corporate registry, legal (lawsuits, bankruptcy, etc.) and other
resources available to BC Hydro. Media/press searches will also be completed using
other BC Hydro resources. The results of the search will be available in the VI CFT
Records Room.

Should the Subcommittee require any legal input with respect to the completion of its
Tender evaluation, the Subcommittee chair shall so indicate to PSC Completeness and
Conformity Review Team who shall facilitate advice being provided by BC Hydro Legal
Services or outside counsel.

Subcommittee members are reminded that should they intend to rely on the results of
independent due diligence to reach a conclusion that would otherwise not be supported
by the Tenders, bidders should be provided with an opportunity to either confirm that
finding or explain why that finding is inaccurate/inappropriate.

Financial Ratios Calculations

The Scoring Worksheets requires calculation of certain financial ratios. The Advisor will
perform the calculation. The Advisor will calculate the ratios using consistent
assumptions and accounting principles and make available the results and assumptions
used to other Subcommittee members by 25 August 2004.

Reconciliation of Individual Assessments

The Subcommittee will convene to reconcile the evaluation results of each
Subcommittee member. The Subcommittee will seek to reach consensus with respect
to each Tender unless otherwise agreed to by PMO.

During deliberation, the Subcommittee will discuss their evaluation results of the
components of the Financial Capacity and Creditworthiness Criterion, in the order they
appear in the Scoring Worksheets. The Subcommittee will not advance to the next
component until a consensus (based on unanimous vote) has been reached in regard to
that component. If the consensus is that a particular bidder has failed that component
and hence the Financial Capacity and Creditworthiness Criterion has not been met, the
Subcommittee will stop scoring the remainder of the Tender. The Subcommittee,
however, reserves the right to continue discussing and reviewing, without scoring, the
remainder of the submission to ensure completeness of records.
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Recommendation

Upon the conclusion of the reconciliation, the Subcommittee will present the
recommendation to PMO for approval. The materials submitted to PMO will contain 2
lists. The first list represents the bidders that have passed the Criterion. The second
list represents bidders that have failed the Criterion. The recommendation from the
Subcommittee will be accompanied by a clear summary of the basis on which the
recommendation (for both passed and failed bidders) is formed.

Instructions

Only pre-qualified bidders or their affiliates are eligible to submit Tenders.

For a Tender with multiple projects, the Subcommittee will assess the bidder’s ability
to meet the criterion in respect of all the projects in that Tender.

For multiple Tenders that are not mutually exclusive, the Subcommittee will assess
the bidder’s ability to meet the Criterion in respect of all Tenders submitted by that
bidder combined.

For multiple Tenders that are mutually exclusive, the Subcommittee will assess the
bidder’s ability to meet the Criterion in respect of the Tender that represents the
highest financial obligations.

In order to receive a pass, the Bidder must receive a pass in the internal evaluation
criteria outlined in Appendix A.

Relevant Procedures

Tender Phase Protocol Barriers
Tender Phase Completeness and Conformity Review Procedure
Tender Phase Records Management Procedure
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Appendix A - Scoring Worksheet

Evaluation Criteria

Score (Pass/Fail) and
Evaluator Comments

Guidelines

Reassessment of
Compliance with
Mandatory Criteria (Pre-
Qualification) - Financial
Capacity

Based on information
provided by the bidder,
including updated financial
statements and description
of material
changes/updates, reassess
whether the bidder
continues to meet the
Mandatory Criteria —
Financial Capacity,
following the same
guidelines as in Pre-
Qualification Phase, which
is attached in Appendix C.

For bidders that made
VIGP Election and intend to
finance the VIGP Asset
purchase through internal
cash flows, Subcommittee
members are to assess
whether bidders and/or
project owners have
sufficient liquidity to fund $
5 million Deposit upon
signing of EPA and $45
million upon Closing of the
VTA.

Reassessment of
Compliance with
Mandatory Criteria (Pre-
Qualification) - Financing
Experience

Based on information
provided by the bidder,
including the description of
material changes/updates,
reassess whether the
bidder continues to meet
the Mandatory Criteria —
Financing Experience,
following the same
guidelines as in Pre-
Qualification Phase, which
is attached in Appendix C.

Security Requirement

Assess whether the bidder
can reasonably be
expected to raise the
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Evaluation Criteria

Score (Pass/Fail) and
Evaluator Comments

Guidelines

necessary Development
Security and other
securities as required under
the EPA, based on the
“subject to” conditions
described by the financial
institutions.

To receive a pass, the
subject to conditions should
be restricted to only
“subject to award of EPA”
and/or any other
reasonable conditions that
appropriately reflect the
stage of the process and/or
any unique arrangements
between Bidders and
financial institutions.

Financing Plan

Assess whether the bidder
can reasonably be
expected to successfully
finance the construction of
the tendered projects and
to meet the Guaranteed
COD Date, if the Financing
Plan is implemented.

To receive a pass, the
Financing Plan should
contain the following
elements:

1. Areasonable and
achievable schedule that
identifies all major
milestones that can be
reasonably expected in a
financing plan that reflects
the nature of this call.

2. Financing documents
(term sheets, letter of
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Evaluation Criteria

Score (Pass/Fail) and
Evaluator Comments

Guidelines

intents etc.) should not
contain any material
adverse provisions that
would prevent the financing
from being closed and/or
funded.

3. “Subject to” conditions
described by the
underwriter/arranger for
both debt and equity should
appropriately reflect the
stage of the project and not
contain any material
adverse conditions that
would cast reasonable
doubt in the feasibility of the
plan.

4. For bidders that made
VIGP Election and intend to
finance the VIGP Asset
purchase in the capital
markets, the Financing Plan
should include relevant
financing documents that
demonstrate bidder’s
capability to access $ 5
million upon signing and
$45 million upon Closing of
VTA.
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Appendix B

VANCOUVER ISLAND CALL FOR TENDERS

MANDATORY CRITERIA/DEVELOPMENT RISK INFORMATION

PART 2 - SUPPLEMENTARY FINANCIAL INFORMATION GUIDELINES

Background:

Issued: 30 June 2004

Bidder should note that, in Step 1 — Mandatory Criteria, the SEC will re-assess Bidders
and projects to ensure compliance with the Mandatory Criteria. As indicated in section
9.8 of the VI CFT, Bidders meeting this criterion based on information contained in, or
filed with, their Pre-Qualification Form for purposes of pre-qualification will not
necessarily be considered to have met this criterion for purposes of Tender Evaluation,
and BC Hydro reserves the right to require further supporting information for the
purposes of re-assessing compliance with this criterion for Tender Evaluation purposes.

Supplementary Financial Information Required from Bidder:

1. Provide a letter from a financial institution meeting the applicable credit rating
requirements set out in section 14.4 of the Final Form EPA describing the
conditions upon which that financial institution would provide the required
Development Security.

2. With respect to the Financing Plan provided in the Pre-Qualification Phase
(section 1.2.1 of Pre-Qualification Mandatory Criteria Guidelines and Information
Requirements), also provide the following information:

(@)
(b)

(c)

A financing schedule that outlines all key financing-related milestones;

Credit ratings, and the rating agencies, of the project debt for the
tendered projects, if applicable;

The lead underwriter for the required debt/equity;

The status of the Bidder’s discussion with lenders/underwriters to secure
both construction and long term funding (including both equity and debt)
and provide evidence, if any, of commitments (e.g. term sheets, letters of
offers or executed financing documents). If multiple lenders/underwriters
are involved, also specify the arrangements and amount of capital each
lender/underwriter would provide; and

Conditions upon which debt/equity financiers would provide/underwrite
necessary debt/equity capital as described in the Financing Plan.
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Reassessment of Financial Capacity and Creditworthiness Criterion

The Submission Evaluation Subcommittee will assess whether:

1.

Based on the updated Financial Statements, Bidders continue to meet the level
of credit and financial strength, as was required during the pre-qualification
assessment;

Bidder's Key Financing Personnel continue to meet the level of experience, as
was required during the pre-qualification assessment;

Bidders can reasonably be expected to raise the necessary Development
Security based on conditions outlined in the comfort letter; and

taking the Financing Plan and updated Financial Statements into consideration,
Bidders have, or have access to, funds to finance the major development
activities identified in the Project Schedule submitted with the Tender.
Assessment will include the following:

(a) For Bidders who made the VIGP Election, demonstrated capability to fund
the $5,000,000 Deposit upon signing of VIGP Transfer Agreement and
$45,000,000 upon Closing of the VIGP Transfer Agreement.

(b) Financing schedule meets the funding requirements of key construction
and procurement activities.

(c) Financing documents contain no provisions that, in BC Hydro’s judgment,
are likely to prevent project financing from being closed and/or funded.

(d) Satisfactory conditions from underwriter/arranger.

(e) Other considerations (e.g. status of discussion with lenders, retaining a
financial advisor etc.).
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Appendix C — Scoring Worksheets and Evaluation Guidelines (Tender Phase)

1.1 Financial Capacity (Pass/Fail)

1.1.1 Financial Statements

1.1.1.1 Current
Financial
Strength

1.1
1.1
1.1
1.1
1.1

Ol B> N

1.16
Pass/
Fail on
Aggreg

ate
Basis

o Based on latest year of audited statements and
most recent quarterly statements, the Bidder
and/or Project Owner, and the thermal host(s),
if any, on a collective basis, should meet the
following minimum equity criteria:

Minimum Equity Equals:

e 20% of the cumulative capital cost of
Project(s) that are not mutually
exclusive; or

o 20% of the capital cost of the largest
Project, if mutually exclusive

For partnerships where contribution is not on a joint
and several basis, each Bidder must not have equity
greatly disproportionate to its economic interest in
the project.

Where the submitted
financial information
does not correspond to
Canadian GAAP,
material differences will
be reconciled. If the
statements cannot be
readily reconciled then
input will be sought from
KPMG and / or request
for clarification from the
Bidder, as the case may
be. The extent of follow-
up will depend on the
nature and magnitude of
the difference identified.
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1.1.1.2 Profitability
and
Liquidity

The following ratios will be reviewed based on
the average over past 5 years and taking into
consideration the trend:

o EBITDA Margin =>
EBIT Margin =>
Profit Before Taxes Margin =>
Return on Equity =>
EBIT/Interest = >
Debt to Equity =>
Working Capital Ratio = >

Bidder ratios will be compared to the those
achieved by comparable major public
companies and the relevant industry average

“Debt” is short and long-
term interest bearing
debt (unless information
not available, then it will
be revised to include all
liabilities).

The industry average
ratios for each of the
major industries
represented by Bidders,
will be developed at the
outset of the evaluation
for major public
companies and on an
aggregate basis for the
sector collectively from
industry surveys.

A Bidder with an above-
average ratio will pass
automatically on that
consideration, subject to
the results of the other
ratio analyses and the
other evaluation criteria
categories.

Any Bidder with below-
average ratios will be
reviewed in more detail
and professional
judgment applied.

1.1.2 Other Projects

Bidders should provide an acceptable
explanation as to how the equity commitments
of competing projects will be managed.

1.1.3 Contingent
Liabilities and
Obligations

Must not be involved in any other matter, such
as litigation, that would have a material impact
on their ability to complete the project in a
timely manner.

Off-balance sheet financing arrangements must
not cause doubt that the Bidder could complete

project successfully.

PSC will do a search of
databases for current
news articles for any
negative developments.
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1.1.4 Security
Requirements

Provide a comfort letter from a financial
institution meeting the rating requirements of
Section 10.7 of the VI CFT (and Section 14 of
the Preliminary Form EPA), confirming that the
Bidder, if successful, can obtain an irrevocable
letter of credit of a minimum of $80,000 per MW
of capacity (minimum $120,000 per MW for
tolled arrangements) to be generated by the
Project(s).
o  Comfort letter issued by a bank
having a credit rating of not less than
S&P A-, Moody’s A3 or DBRS A(low)
o Comfort letter provides evidence that
letter of credit in amounts required by
VI CFT/EPA is obtainable
o  Comfort letter matches the relevant
Bidder team member (or Project

Owner)
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1.1.5 EPA Insurance
Requirements

1.1.6 Credit Ratings

Provide a comfort letter from an insurance
broker that demonstrates the ability of the
Bidder, if successful, to obtain insurance
coverage from an insurance company meeting
the rating requirements of Section 11.2 and
including the coverages described in Appendix
12 of the EPA. The ability is demonstrated by
the following:

e Insurance company having a credit
rating of S&P BBB (or equivalent)

o  Comfort letter matches the Bidder or
relevant Project Owner

e Insurance broker issuing letter is
licensed to do business in Canada
(not specifically requested in VI CFT)

e  Comfort letter provides evidence that
the Bidder can arrange the following
coverage:

o Commercial general liability
insurance of a minimum
$10 million;

o Builder's risk insurance
equal to the replacement
value of the Seller’s Plant;

e  Environmental Impairment
Liability coverage of $10
million each occurrence;
and

e  “All Risks” Property and
Machinery breakdown
insurance equal to the
replacement value of the
Seller's Plant.

Rating of Bidder or its credit support provider
should not be in default. Where none of the
Bidder entities is rated, the criteria is not

applicable.

The absence of a rating
will not be considered a
fail.
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1.2 Financing Plan and Experience (Pass/Fail — Total Score of 15 — must achieve minimum score of 7.5

combined)

1.2.1 Financing Plan: Prior to its review of the Bidder’s Financing Experience, the financial evaluation team
should review the Bidder’s Financing Plan for information purposes.

1.2.2 Financing Experience

1.2.2.1 Experience of Key Financing
Personnel in financing projects

6 8-10 — Excellent demonstrated
experience

Key personnel to be involved
in financing have played a
significant role in obtaining
successful financing for at
least 5 large capital projects
with at least 1 in Canada

At least 2 of these projects
was in the last 5 years

At least 2 of these projects
involved financing similar in
size to that proposed (similar
or greater amount of
financing, non-recourse)

At least 1 of the projects
involved financing for a
construction project (green
field, generation project)

5-7 - Good demonstrated
experience

Key personnel to be involved
in financing have played a
significant role in obtaining
successful financing for at
least 2 capital projects
Financing experience
demonstrated for other types
of projects

At least 1 of these projects
was in the last 5 years

At least 1 of these projects
involved financing similar in
size to that proposed (similar
or greater amount of
financing, non-recourse)

At least 1 of the projects
involved financing for a
construction project (green
field)

Consideration can
be given where
financing was
obtained but team
was not selected
to implement
project

Reference checks
may be carried out
on a discretionary
basis to confirm
the facts
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1-4 - Limited demonstrated
experience

Key personnel to be involved
in financing have played a
significant role in obtaining
successful financing for 1
capital project in the last 5
years

Financing may not have
been similar size to that
proposed (similar or greater
amount of financing)
Financing may not have
been for a construction

project (green field)

0 - No demonstrated
experience
e  Experience not

demonstrated or supplied by
Bidder's Financial Manager

1222

Experience of
Bidder’s
financial
advisor (if one
has been
retained)

8-10 — Excellent demonstrated experience

Key personnel to be involved in financing
have acted as Lead Advisor in obtaining
successful project financing for at least 5
large capital projects in Canada

At least 2 of these projects was in the last
5 years

At least 1 of these projects involved
financing similar in size to that proposed
(similar or greater amount of financing,
non-recourse)

At least 1 of the projects involved
financing for a construction project (green
field, generation project)

5-7 - Good demonstrated experience

Key personnel to be involved in financing
have acted as Lead Advisor in obtaining
successful project financing for at least 2
large capital projects

At least 1 of these projects was in the last
5 years

At least 1 of these projects involved
financing similar in size to that proposed
(similar or greater amount of financing,
non-recourse)

At least 1 of the projects involved
financing for a construction project (green
field)

If financing will be done in-
house as opposed to using
a financing advisor, this
category should apply to
the firm that will be
conducting the in-house
financing

Description of how the
financing was done on
reference projects will be
asked for, but not formally
part of the evaluation. This
is more to get comfort from
unknown financing
advisors.

More weight is provided for
the financing advisor
because a strong advisor
can make up for a weak
Financing Manager, but not
vice versa.

Reference checks may be
carried outon a
discretionary basis to
confirm the facts




British Columbia Utilities Commission
Re-issued Information Request No. 1.19.2
Dated: 01 December 2004

BC Hydro Response issued 17 December 2004

Page
33

Review of Electricity Purchase Agreement

British Columbia Hydro and Power Authority
Call for Tenders for Capacity on Vancouver Island

1-4 — Limited demonstrated experience

Key personnel to be involved in financing
have acted as Lead Advisor in obtaining
successful financing for 1 large capital
project

At least 1 project was in the last 5 years
None of these projects involved financing
similar to that proposed (similar amount
of financing or more)

None of these projects involved financing
for a construction project (green field)
Key personnel to be involved in financing
have demonstrated experience for other
types of projects

0 - No demonstrated experience

Experience not demonstrated or supplied
by Bidder

RECOMMENDATION:

0
O

Tender Submittal is rejected

Tender Submittal is qualified for Quantitative Evaluation

SEC Technical Subcommittee Member Date




	The QEM and the Cost Effectiveness Analysis were designed to accomplish fundamentally different objectives and did so using a fundamentally different approach.
	Table IR 1.51.1 Comparison of QEM and Cost-Effectiveness Analysis

