BC Hydro 2024 Call for Power
October Engagement WORKSHOP DATES

In-person workshop (joint First Nations and
Package A: Call Elements and Draft Terms for T ey Oetobor o
Feedback

We're engaging over the nextseveral months on our planned approach to acquire approximately 3,000 GWh/year of clean
orrenewable energy that can be on-line as early as Fall 2028. We're hostingin-person and virtual workshops to gather Virtual workshop (First Nations only)
detailed feedback on the design ofa competitive call for power to achieve the objectives below: Thursday, October 19

Virtual workshop (joint First Nations and IPP)
Tuesday, October 17

O clean orrenewable energy that is cost-effective for our ratepayers
O projects thatcan come on-line as early as Fall 2028

O projects thatprovide meaningful First Nations participation
In ourinitial engagement, we soughtinputon selectdesign elements and our overall approach. In this next phase of engagement, we have been hosting First Nations workshops on

optionsforhow First Nations can participate in the Call. We are now engaging with Independent Power Producers (IPPs) and First Nations on some ofthe draft key terms to be
included in aspecimen Electricity Purchase Agreement (EPA) and Request for Proposal (RFP) documents throughout October, November, and January.

CONSIDERING YOUR INPUT

The key elements ofthe Call are being shared as they are developed. We are hosting sessions in October to seek inputon our first package of draft Call elements included in this
document. We will consider this inputalong with customer interests, regulatory considerations, and our policy framework as we revise the terms. We will then hostsessionsin
November to seek inputon our second package ofdraft elements. Inputfrom these sessions will inform our specimen Electricity Purchase Agreement (EPA) and Request for

Proposal (RFP)documents.

The October sessions and this engagement Package A will focus on the following:

1. Options for FirstNations Economic Participation

o Three illustrative models
2. Draft Eligibility Requirements

o Projectsize, target COD, location, and resourcetypes
3. Specimen Electricity Purchase Agreement Draft Key Terms

o Price, contractterm, incentives and liquidated damages, deemed energy, environmental attributes, and termination payments
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4. Request for Proposals Draft Key Terms

o Proposalfee, bid security,and schedule

o Evaluation price adjustors —capacity credit, integration and interconnection costs

5. Interconnection Requirements

The November sessions and a subsequent engagement Package B will focus on:

1. FirstNations Economic Participation Model

2. Specimen Electricity Purchase Agreement Draft Term Sheet

3. Request for Proposals DraftKey Terms

The specimen Electricity Purchase Agreement (EPA) and draft Request for Proposal (RFP) documents will be released for comment in January.

After reading through thisguide, please submityour feedback through our on-ine questionnaire which willbe open from October 12 until October 25, 2023.

Call for power engagement (bchydro.com)

Key themes fromthe inputreceived from both the October and upcoming November engagement sessions will be summarized and shared in areportto be available on the website.


https://www.bchydro.com/work-with-us/selling-clean-energy/meeting-energy-needs/consultation.html
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1. OPTIONS FOR FIRST NATIONS ECONOMIC PARTICIPATION

BC Hydro is committed to reconciliation and the principles ofthe UN Declaration on the Rights of Indigenous Peoples. Through this Call for power, we are requiring FirstNations

participation on projects. Atworkshops thattook place in September with FirstNations, BC Hydro shared threeillustrative First Nation participation models to seek feedback and
input. Our goal is to settle on a FirstNations participation model thatadvances economic reconciliation with First Nations through meaningful partnerships between First Nations and

IPPs. The model must also be able to be implemented in the Call in a clear, consistent, and transparent manner.
The models presented atthe workshops were based on feedback provided by Nations at 1:1 meetings. In these conversations:

O Some Nations expressed supportfor amodel that maximizes the flexibility for Nations to define economicbenefits how they wish and chose

O Some Nations expressed supportfor amodel that requires equity ownershiponly
O Some Nations expressed adesire for the commercial arrangements to be left between the Nations and IPPs with minimal oversightof BC Hydro
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At the workshops, BC Hydro was presented with arange of further feedback about the 3 illustrative models outlined below:

O Many Nations expressed concerns around their ability to access financing

O O O O

Many Nations expressed concerns about the timelines to meet the Fall 2028 in-service date
Many Nations expressed supportfor smaller projects to maximize First Nation participation
Some Nations expressed concerns around capacity in negotiating an agreementwith IPPs

Some Nations raised concernsaboutthe type ofdocumentation thatwould be required (i.e. they don’twanta model thatwould obligate Nations to hand over sensitive

commercial information as partofthe proposal), who would be evaluating submissions (i.e. they don’twantBC Hydro to act as judge and jury over FirstNations
interests as partof the evaluation process), and how benefits would be measured and assessed (i.e. they don’twantBC Hydro to make subjective assessments about
the bengefits accruing to FirstNations as partof the evaluation process).

The illustrative models shared below are those that were presented to First Nations atthe September workshops. By presenting these illustrative models, we are notsuggesting

these 3 models are the best orthe only approaches to First Nationseconomic participationin the Call for power, and we acknowledge that combinations ofthe 3 models may also be

possible. We are seeking further feedback on these models and would like to know ifother types of participation modelsshould be considered. After you have reviewed these

models, pleasefill outour feedback questionnaire to provide your perspective and help informthe proposed model selected.

“

Participation model 1

First Nations designated
proposal

Participation model 2

First Nations Economic Benefits
Package

Participation model 3

First Nations Equity Ownership

Additional ideas

To participatein the Call, a proposal musthave some level of endorsementfrom FirstNation(s) impacted by the proposed project.

This allows the developer and First Nations to develop their own participation agreement. Therefore, Nations are free to endorse as many
proposals as they wish. This would be proven by way of a letter of endorsement.

Proposals are given creditbased on an assessmentofthe economic benefits that will accrue to First Nations during the entire life cycle of
the project.

Specific categories of benéefits (e.g., resource royalty payments, jobs and training, community contributions) would be prioritized and given
creditduring the evaluation process. This would be proven by way of commercial agreements between developer and participating First
Nations and may require an evaluation methodology.

To participatein the Call, a proposal mustdemonstrate a percentage of First Nations ownership.

The model is restricted to one form of economic participation/ benefit: ownership of the company submitting the proposal. Ownership can
be held by one FirstNation or a consortium of Nations and would be proven by way ofan organizational chartand an ownership
agreement.

Are there other models thatwe should be considering? Please fill out the on-line questionnaire to share your thoughts with us.



2. ELIGIBILITY REQUIREMENTS

Below are draft eligibility requirements, which have taken into consideration inputwe have received to date. After you havereviewed these terms, please fill outour on-line feedback
questionnaire to provide your comments and perspective.

Please notethatthese terms do notrepresentan exhaustive list of eligibility requirements. Draft eligibility requirements should be considered preliminary in nature and subject to
changewithoutnotice. Accordingly, BC Hydro provides no representation or warranty that the draft eligibility requirements will reflect the final eligibility requirements issued in an
RFP.

Eligible Project Size

30-50 MW minimum up to 200
MW maximum

Target Commercial Operations
Date (COD)

Projects must be capable of
achieving a commercial
operations date (COD)

between
Fall 2028 and
Fall 2031

Project Location

Projects must be located in
B.C. and be able to deliver
energy to the BC Hydro
integrated system

We plan to set a minimum projectsize and we are seeking inputon where to setthe minimum between 30 MW to 50 MW.

Smaller projects won’t meet our objectives of maximizing economies of scale or of achieving efficiencies with respectto studying,
connecting, and administering a smaller number of larger projects.

We plan to set a maximum projectsize of 200 MW. Projects larger than 200 MW could increase attrition risk to BC Hydro, if they fail to
reach commercial operations.

Proponents will be required to propose aguaranteed COD between Fall 2028 and Fall 2031 for their project. A three-year window for
projects to come online strikes a balance of meeting anticipated need and addressing projectdevelopmenttimeline concerns. In our initial
engagementwe heard from some First Nations and IPPs that the 2028 COD was too tightdue to lengthy permittingand procurement
timelines. If a three-year COD window is provided, then projects have about4-7 years to finalize permitting, procurementand construction
once EPAs are awarded.

We are also looking atways to encourage orincentprojects to come online as early as Fall 2028, as that is when we will start to see the
need for energy begin to materialize.

Due to the timelines ofthis Call, BC Hydro is seeking projects that will have modestupgrades required to the BC Hydro transmission system.

Typically, projects that require major upgrades to our systemwill notbe as cost-effective and will have longer projectlead times. We are
currently in the process of preparing informationin relation to our system which is intended to help proponents make decisionson siting of
potential projects and interconnecting to our existing integrated transmission network. We're still working to prepare this information and
expectto shareitin late November.

Projects that would like to connectvia FortisBC'’s transmission system mustinitiate an interconnection requestwith FortisBC firstfor the
projectto enter BC Hydro’s interconnection process. BC Hydro cannotinitiate any interconnection study for its system until a sufficient
FortisBC study is completed. Proponents should contact FortisBC for more information.

Projects that wish to connectto BC Hydro’s Non-Integrated Areas or to the Fort Nelson service area are noteligible for this Call.



Eligible Resource Types Consistentwith the Province’s Clean Energy Act, we will only accept proposals from clean or renewable resources; no nuclear.
Clean or renewable We are seeking new (greenfield) projects or expansions of existing projects with the addition of new (greenfield) generators only. In the case

of expansion projects, onlythe expansion would qualify and mustbe metered separately from the existing project.
Using proven technology
No load displacementarrangements are permitted. Load displacement projects should take advantage of our existing programs available

through your key account manager.

Projects must use “proven” generation technologies. “Proven” technologies are generation technologies which are readily availablein
commercial markets and in commercial use (notdemonstration use only), as evidenced by atleast 3 generation plants (which need notbe
owned oroperated by the Proponent) generating electricity for aperiod ofnotless than 3 years, to a standard ofreliability generallyrequired
by good utility practice.

3. SPECIMEN ELECTRICITY PURCHASE AGREEMENT DRAFT KEY TERMS

After youhave reviewed these draft terms, please fill out our feedback questionnaire to provide your perspective and help informthe specimen EPA. Please note that these terms do
notrepresentan exhaustive listof EPA key terms. Draft key terms should be considered preliminary in nature and subjectto change withoutnotice. Accordingly, BC Hydro provides
no representation or warranty that the draft key terms will reflect the final EPA terms issued in conjunction with the RFP.

Contract Price The proponentwill propose afixed energy pricein $/MWh, subject to pre-COD escalation at 100% of Consumer Price Index (CPI) (up to
guaranteed COD) and post-COD annual escalation of 25% of BC CPI.

In our previous engagementwe heard from developers that BC Hydro should sharein some ofthe pricerisk prior to construction. As a
result, we are proposing aprice escalation of 100% of CPI prior to the guaranteed COD date.

The contractpricing structure will include atime of delivery factor table to adjustthe energy price based on the time that energy is
delivered. The time of delivery factor table will be designed to reflectthe relative value of energy to BC Hydro at differenttimes of the
year or differenttimes ofthe day. In general, the value ofthe energy is aligned with the times during which our customers need energy
the most. For example, energy has a higher value in winter months and alower value in spring months duringthe freshetperiod. In
addition, energy has ahigher valueduring heavy load hours (e.g., business hours) versus low load hours (e.g., night) within each day.

The time ofdelivery factor approach is a similar approach to thatused in our recent procurementprocesses, such as the EPA Renewal
Program.


https://www.bclaws.gov.bc.ca/civix/document/id/consol24/consol24/00_10022_01

Contract Term We are considering a standard contract term of 25 years for all projects awarded EPAs.

In ourinitial engagement, we heard that contractterms longer than 20 years are easier to finance and bring down financing costs for
developers, which should resultin lower prices for BC Hydro and its customers. A 25-year term is also consistentwith the contractterms
in other jurisdictions.

Exclusivity Because BC Hydro needs to manage all the energy on our system to meet customer demand, BC Hydro requires thatthe projectwill not
sell ordeliver any energy to any other person other than BC Hydro.

Environmental Attributes Our approach to EPAs has been to retain all the Environmental Attributes associated with clean or renewable energy deliveries under
each awarded EPA. Thevalue of the Environmental Attributes is included in the energy price and there is no additional paymentmade to
the proponentforthe Environmental Attributes.

Early COD Incentives and Late To encourage deliveries from projects to align with our projected timing for the need for energy fromnew resources, we are considering
COD Liquidated Damages incentives for projects thatreach commercial operations between Fall 2028 and the earlier of the project’'s guaranteed COD and Fall
2030. The magnitude and structure of the incentives are still under consideration, and we are seeking your input.

To ensure we can rely on projects coming online by their guaranteed COD, liquidated damages will applyforlate COD’s.

Liquidated Damages Generally, once operational there won't be liquidated damages for non-delivery of energy by projects.

However, ifa project commits to providing dependable capacity within its EPA and fails to meet that commitment, liquidated damages
would be payable to BC Hydro.

Deemed Energy (Turn-Down BC Hydro can curtail generation by any projectand will pay forthe energy that could have been generated (netof avoided costs). If

Period and BC Hydro System curtailmentis due to a BC Hydro system constraint, paymentis only after the first 72 hours ofa continuous BC Hydro system constraint.

Constraint
) Curtailment provisionsallow BC Hydro to manage water (spill) and minimize forced exports atlow or negative prices. Proponents will be

paid deemed energy depending on the circumstances of the curtailment.

Termination Payment In alignmentwith BC Hydro’s standard approach in other Electricity Purchase Agreements, the EPA will include mutual termination
payments in the eventof the other party’s default.



4. REQUEST FOR PROPOSAL DRAFT KEY TERMS

Please notethatthese terms do notrepresentan exhaustive listof RFP key terms. Draft key terms should be considered preliminary in nature and subjectto change withoutnotice.
Accordingly, BC Hydro provides no representation or warranty thatthe draft key terms will reflect the final RFP terms when issued.

Commercial Term Description

Proposal Fee $13,000 perproposalto cover BC Hydro’s costfor review of the proposal.

Bid Security $25,000-40,000 per MW of plant capacity, submitted by each proponentatthetime a bid is submitted in the RFP. If a proponentis awarded
and executes an EPA consistentwith the Specimen EPA within a specified period oftime, the proponent’s bid security is applied to the
performance security underthe EPA. If a proponentis awarded an EPA and does notexecute the EPA within the specified period oftime,
the proponentforfeits its bid security. Proponents thatare notawarded an EPA in the RFP, will have their bid security returned.

In developing our approach to bid security, we considered the inputreceived duringour engagementsessions, and reviewed the
approaches used in similar calls for power in other jurisdictions. In ourinitial engagement, we heard both supportand oppositionto having
bid security. Bid security helps ensure that proponents are committed to entering into an Electricity Purchase Agreement consistent with the
Specimen EPA. Bid security discourages participation by speculative bidders and therefore may lower attrition.

Request For Proposals We are planningto issue the requestfor proposals in April 2024. The proposal submission deadline will be four months after RFP issued,
Schedule expected to be in August 2024. Electricity Purchase Agreement awards will follow three months after proposal Submission deadline,
anticipated to be in November 2024.

To enable BC Hydro to assess the bids to ensure that we are acquiring energythat meets the needs of our customers, we’'ll be applying commercial evaluation adjustors to bid

prices thatare reflective ofthe value to the system.

Capacity Credit BC Hydro may consider providing a capacity creditin the RFP evaluation for energy resources that can also provide dependable capacity
when we need it(e.g., biomass, geothermal, and storage hydro).

Dependable capacity is capacity thatwe can rely upon wheneverit's needed during the year, such as cold winter evenings when demand
for electricity is high.

This Call for power is focused on acquiring energy resources, however we are interested in and value dependable capacity ifa projectcan
offer it. A capacity creditwill notbe given to wind, solar or run-of-river projects, as these resource types are notcapable of providing
dependable capacity.
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Integration Costs Integration costs representthe costto BC Hydro to integrate intermittentenergy sources and ensure our customers receive electricity when
these resources are fluctuating in output. The more variable a projectis in delivering to our system, the more our systemneeds to be
adaptable and available to absorb or back-stop these fluctuations.

Run-of-riveris relatively predictable based on historical records. Wider fluctuation occurs with wind and solar based on the variability of
storms and cloud-cover. An integration cost of $2/MWh will be applied for both wind and solar.

Interconnection Costs All interconnection coststhat BC Hydro is responsible for will be factored into the evaluation. BC Hydro costs can include:

O The network upgrade costs to connectthe projectto BC Hydro’s system, and

O The costs associated with taking delivery ofthe energy and movingitthrough the transmission system.

5.INTERCONNECTION REQUIREMENTS

There are some areas of our transmission systemthatare constrained and significantupgrades in these areas to accommodate a new project are expected to create challenges,
particularly in meeting desired timelines. We have heard from First Nations and stakeholdersthatthey need to know the areas ofthe transmission systemthatare constrained, and
we are looking into ways in which to provide such information prior to Call issuance. We are compiling this information and hope to release it late November 2023 as an indicative
reference. Actual system constraintswill beidentified in the specific IPP feasibility studies and more detailed systemimpact studies that will take place later as partof the
interconnection study process.

Interconnection Process
The interconnection processwill follow the same process as pastcompetitive calls; the Competitive Electricity Acquisition Process (CEAP), which is partof the Open Access

Transmission Tariff (OATT). Whilethe OATT sets out the general terms and conditions approved by the B.C. Utilities Commission for BC Hydro's transmission service, the CEAP
prescribes the process for queue allocation and study processes for all submitted projects in acompetitive Call.



CEAP IR
Submission Date
(Queue Entry)

\ \ \

Bid Submission Selection

BCH Consultation CEAP IR CEAP CEAP BCH Evaluation CSA CSA Signed
/ Workshop Submissio Feasibility Study Feasibility & Internal Tendered
before CEAP IR n / Prep Study Approval
submission date Results
>60 days >30 days 10 weeks 2 weeks 12 weeks 30 days
prior to CEAP IR prior to prior to bid
submission date CEAP IR submission
submission
date

CEAP: Competitive Electricity Acquisition Process m
IR: Interconnection Request * The process transition to SGIP for System Impact Study,
CSA: Combined Studv Agreement Facilities Study, Implementation
SGIP: Standard Generator Interconnection Procedures

The CEAP also defines the timelines for each step leading to the successful selection ofthe project proponents and execution ofthe Combined Study Agreement. The timelines for
each step thereafter are defined in the Standard Generator Interconnection Procedures (SGIP).

The firstinterconnection study required by all proponents prior to bid submission will be a feasibility study which will be governed by the CEAP. Once successful participants have
been selected and Combined Study Agreements executed, then the subsequentsteps, such as the system impact study, facilities study and implementation, will all be governed by
the SGIP. High-level descriptions of each step ofthe SGIP can be found here. Transmission Generator Interconnections (bchydro.com)

Please fill outour feedback questionnaire to provide your perspective and helpinformthe developmentofthe Call. You will find the feedback questionnaire at Call for power
engagement (bchydro.com) until October 25, 2023.
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https://app.bchydro.com/accounts-billing/electrical-connections/transmission-generator-interconnections.html
https://www.bchydro.com/work-with-us/selling-clean-energy/meeting-energy-needs/consultation.html
https://www.bchydro.com/work-with-us/selling-clean-energy/meeting-energy-needs/consultation.html

