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VANCOUVER, B.C.







January 15, 2007


(PROCEEDINGS COMMENCED AT 9:00 A.M.)

JANET FRASER:   I guess I'll get started.  Welcome, and good morning, and thank you, everybody, for attending.  My name is Janet Fraser and I'm the manager of market operations for BCTC.  



Today's consultation is on the loss compensation service.  Before we get started, why don't we do a round-table introduction?  Maybe just state your name and who you're with.  Peter Chow, could we start with you?

PETER CHOW:   Yeah.  Peter Chow, BCTC.  

RAJ HUNDAL:   Raj Hundal, BCTC.  

ROB GORTER:   Rob Gorter, BCTC.  

DAVID MARCHAND:   David Marchand, TransCanada.  

STEVEN QUEHL:   Steve Quehl, TransCanada. 

STEVE WADDELL:   Steve Waddell, ATCO Power. 

BRENDA AMBROSI:   Brenda Ambrosi, BCTC.  

STEPHEN TRAN:   Stephen Tran, BCTC.  

CHRIS JOY:   Chris Joy, Enmax.

JOANNA LUONG-TRAN:   Joanna Luong-Tran, TransAlta.

SACHIE MORII:   Sachie Morii, B.C. Hydro.  

GIFFORD JUNG:   Gifford Jung, Powerex.

TONY CHU:   Tony Chu, B.C. Hydro. 

DENNIS SLADE:   And Dennis Slade from NorthPoint.  

JANET FRASER:   Great, thank you.  So the agenda for this morning is, I'm going to go through some details on the background of loss compensation, and talk about the process that BCTC has been engaged in on loss compensation since the OATT decision in June, 2005.  I'll talk about the objectives for today's consultation session, and also talk a bit about the protocol for today.  



As you probably noticed, we do have a recorder here today, and we have a recorder because this session will be used to inform an application that we'll make with the Utilities Commission. 



At around 9:30, Raj, our wholesale transmission services manager, will provide an evaluation of the interim loss compensation service that we've been operating under since March 1st, 2006.  And then he will provide BCTC's proposal for implementation of the BCUC-directed mandatory self-supply of losses.  Around 10:30, we will have a break, and then at 10:45 we'll have a facilitated discussion where we'll talk about the interim loss compensation service, get some of your feedback, and also talk about some of the customer impacts and questions that you have around our proposal for the mandatory self-supply of losses.



And thirdly, you know, talk about if there are any other alternatives for BCTC.  



So that will take us -- we're leaving about an hour for that facilitated discussion, and then we'll have a wrap-up close to noon.  I'd like to keep the session fairly informal, so as we're going through and you have questions, please just ask them at that time.  We have plenty of time this morning, so we'd really like to hear what you have to say.  



So, a bit of the background.  As most of you know, the Utilities Commission in the June decision on BCTC's OATT directed BCTC to implement a loss compensation service that requires mandatory self-supplying of losses.  February 10th, 2006, BCTC applied for an interim loss compensation service to be effective for the period March 1st, '06 to March 1st, '07.  And that was to allow BCTC to have more time to consult with customers and look at developing a solution for implementing the Commission Order.  And we did that based on earlier consultation and comments that we received from customers.



The Utilities Commission approved the proposed interim tariff and they also directed BCTC to report at the conclusion of our further consultation on identified solutions as well as system changes and to comment on the utilization and effectiveness of the interim solution.  



So, the process that BCTC has been undertaking, and will continue to undertake, is -- we implemented the interim tariff March 1st.  We solicited and received customers' written comments on the interim service in the October/November 2006 timeframe, so again, thank you all for writing in.  We have now finished developing our proposal for the implementation of mandatory self-supply of losses, and we'll be talking about that today.  We will -- we're having a session today, and we will post the presentation and the transcripts on our website.  We're hoping to prepare an application towards the end of January, early February, and then file an application with the BCUC February, 2007 if required.  



So the objective of today's session is to provide an overview of the performance of the interim service, to provide information on our proposed solution, and that will include customer impacts, estimated costs and time required for implementation.  And thirdly, to solicit your comments on your thoughts on the performance of the service, and also our proposed solution and potential alternatives or improvements.  



The consultation session protocol -- as I mentioned earlier, this session is being recorded and will be used as input for developing or revising the loss compensation service and preparing an application to the Commission.  So, everybody does have name plates, but if, when you do speak, if you could just introduce yourself and the company you represent, that would be great.  



Okay, so, any questions before we actually get into talking about the interim service?  Good.  All right, so I'll ask Raj Hundal to come up and take us through the evaluation of the interim service.  Thanks, Raj.  

MR. HUNDAL:   A:   Thanks, Janet.  Good morning, everyone.  



So, I just want to highlight what we've done in terms of the loss compensation service currently that was implemented last year on an interim basis.  So, just to describe the service attributes that we currently have for the loss compensation service.  The customer may either elect to self-supply losses or may purchase losses from BCTC at this current time.  The customer may not change the election.  And in order to self-supply, the customer must submit a loss schedule for every parent energy schedule in terms of their -- any transmission reservations that they have.  If a customer fails to submit a valid loss schedule with the appropriate energy schedule, then the customer will be charged for losses under the current tariff.  So, if you do not submit your losses appropriately, you'll be charged financially. 



If a customer fails to submit a valid loss schedule three times -- so that may be on an hourly basis, or it may be on a daily basis, whatever the case may be -- if they fail to submit a proper loss schedule three times, the customer will not be permitted to self-supply losses any longer.  So they'll automatically be charged financial losses and then they no longer would be able to supply.



The pricing associated with our current service is based upon the mid-C price plus a BPA transmission charge.  



The utilization of the current service, we have two customers that are self-supplying losses, and we have 22 customers that are now purchasing losses from BCTC, on average, approximately 3,300 megawatts per month.  Now, in terms of performance of our current tariff, the customers have made their elections on time and we have not had any instances where a customer that was choosing to self supply losses did not supply it correctly.  So, they were not financially charged and there was no strike.  



All the customer comments that have been received to date for -- and we posted those comments on Friday, have been very positive and generally supportive of BCTC's current interim loss compensation service.  



Any questions in regards to our current loss compensation service?  Yes, Chris.  

CHRIS JOY:   Chris Joy from Enmax.  Just some clarification on the numbers you have up there.  When you're talking about customers, for this loss -- and I'm an Alberta guy so this may be self-evident for people working in the B.C. area, but is this for internal customers that are operating only internally in B.C., or are these all the people that are doing wheeling?

RAJ HUNDAL:   This is for everyone. 

CHRIS JOY:   This is for everybody -- 

RAJ HUNDAL:   Yes.  

CHRIS JOY:   -- internal and sort of the -- okay.  And so, on the self-supply of losses, then, I would assume then that nobody who's doing any wheeling is self-supplying.  

RAJ HUNDAL:   No one is doing wheeling?

CHRIS JOY:   Sorry, the two customers that are self-supplying, I assume, are internal B.C. guys. 

RAJ HUNDAL:   Not necessarily, no, not at all. 

CHRIS JOY:   Okay, and for the self-supply, do you have to actually separately tag, eTag losses when you're bringing them in?

RAJ HUNDAL:   Yes. 

CHRIS JOY:   Okay. Just a clarification.

RAJ HUNDAL:    Any other questions?  

GIFFORD JUNG:   Gifford Jung, Powerex.  The 3,300 megawatts per month, that is the losses or the total schedules?

RAJ HUNDAL:   Oh, losses.  

GIFFORD JUNG:   Okay. 

RAJ HUNDAL:   I want to start talking about our proposal for implementing self-supply of losses.  Now, in coming up with a proposal, we wanted to have some general business rules associated with self-supplying.  Now, in order to do the loss scheduling currently, we wanted to follows some very basic guidelines.  So, any loss schedule that is submitted must have sufficient megawatt coverage in each hour and the entire duration of the parent interchange transactions.  We will not allow for partial loss coverage.  So it must be supplied at what BCTC requires, and must be supplied each hour and for the entire duration.



Customers that do self-supply must submit a valid loss eTag with sufficient quantity and duration prior to the energy hour.  So it is not after the fact, it is not during the hour, it is prior to the deliver hour.  And any current eTag that does not have a valid associated loss schedule will not be implemented.  So every parent transaction must have an associated child loss tag.  



Some of the industry standards that we looked into while developing our proposal were the WECC Business Practices that were recently approved, and the NERC Reliability Standards for bulk transaction and electric systems. 



The associated interchange standards refer to the self-supply of the -- the concurrent supply of losses and how loss accounting should occur.  



Of course our interchange transaction schedules are administrated by reliability organizations, balancing authorities, transmission operators and, of course, the approved WECC Business Practices for interchange scheduling were used to establish the rules in relation to lost service.  



Some of the key assumptions that we're going to be using, in terms of the proposal -- for every loss schedule, and -- well, for every loss schedule associated with a parent eTag, there can only be one.  Losses cannot be submitted via our blanket and super-blanket rules that are currently in place for having one tag associated with an entire set of transmission reservations.  Supply of losses will be delivered concurrently.  So, you must tag your losses prior to the delivery hour and the supply must be concurrent with the parent for all hours that you have scheduled flow.  



We want adherence to the WECC business practice which requires physical losses to be tagged on a separate eTag from your parent, and not to be combined with the parent.  In this option, the possibility of combining financial settlement with mandatory self-supplied losses is not considered.  So, we have not looked at any type of financial settlement within this proposal.  This is a fully self-supplied option.  



All customers will be required to submit losses in adherence with the WECC Business Practices and NERC Interchange Standards.  So all the NERC Interchange timing requirements shall apply and the WECC Business Practices shall apply.  



So, I'll take us through our business process, and we're referring to our real-time process, and how we would handle tags that are submitted prior to the scheduling hour.  



In your booklets, we do have a larger print-out of the business process. 

JANET FRASER:   It's kind of small print.  

RAJ HUNDAL:   Yeah.  So there's a separate sheet for that.  



So let me take you through this.  In terms of the customer submitting the apparent eTag prior to 20 minutes to the scheduled start -- so if a customer's submitting an eTag prior to the delivery hour, then BCTC will evaluate the parent.  However, we will not approve the parent tag.  So, currently our process is, as a parent the schedule comes in, we automatically approve the tag if it meets all of the criteria set forth through our business practices.  But in the "to-be process", we'll move the eTag stage pending on study, and wait for an associated loss schedule to be submitted.  And we'll wait exactly one minute for that loss schedule.  So the timing requirements are very tight in terms of when a parent tag is submitted, and when the appropriate loss tag must be submitted by. 



The customer must submit a loss tag for the parent before the energy scheduling deadline of 20 minutes prior, and within one minute of the submission of the parent.  And both these conditions must hold true.  So, we're expecting that the parent tag and the loss tag will be supplied before 20 minutes to the hour, and within the one-minute timing requirement.  



BCTC will evaluate the loss tag using our current round carry-forward methodology for loss self-supply.  And if the loss does sufficiently cover the parent, then BCTC will approve both the parent and the loss tag at that moment in time.  So, basically, we're waiting for the parent to be submitted, then we're waiting for the loss tag to come in, and we're going to be approving them concurrently.  



If a loss tag does not cover the parent, the tag will be denied at that moment.  However, we will not deny the parent tag immediately.  We will allow the customer to re-submit another loss tag in case there was a mistake that was made or any rectification that is required.  So, we will allow another re-submission of a loss tag.  So essentially you're given two minutes if you did not submit a correct loss tag within that first minute.  



Of course, if no loss tag is received within one minute, we will automatically deny the parent.  



At 20 minutes prior to the scheduling hour, BCTC's also going to execute a check to ensure that all parent tags that have been approved and have been implemented do have sufficient loss coverage.  In case of any type of system malfunction, we will ensure, prior to the delivery hour, that there is sufficient loss supply.  



If any parent does not have an associated loss tag, BCTC will curtail that parent eTag.  



Now, in regards to adjustments, cancellations, extensions, withdrawals and corrections, those are all tagging processes that can currently be conducted.  We will allow those to occur, but we also expect the appropriate profile changes to occur for the loss schedule.  And we can -- we're going to go into this in a little bit further in our detail section.  And of course in certain cases BCTC will not process the parent tag profile until the loss profile is actually submitted.  So if you do make an adjustment to the parent, we're expecting an adjustment to a loss.  If you do not make that adjustment, then the parent profile will be moved to a denied state.



And of course, our primary role is that loss eTag must sufficiently cover the required losses for the parent for each hour and for the entire duration of the tag.  Loss tags must sufficiently cover both the energy and transmission profiles, and that's key.  There's the energy profile in the tag, and then there's a transmission allocation both on the tag.  The parent, if it's submitted with an appropriate amount of energy in the energy profile and there's a greater amount in the transmission profile, the loss tag must cover both.  



Any questions?  

DENNIS SLADE:   I have one.  Dennis from NorthPoint.  What if you put the loss tag in first?  Will that just go "denied"?

RAJ HUNDAL:   Yes.  

DENNIS SLADE:   Okay.  

RAJ HUNDAL:   Because we expect the loss tag to actually reference the parent tag.  

DENNIS SLADE:   Okay.  

RAJ HUNDAL:   That's as per current practice.  

DENNIS SLADE:   Is there some way they're linked, then, the two tags?

RAJ HUNDAL:   Yes.  Right now, they're in a miscellaneous field.  There is a requirement to reference the parent tag when you submit a loss tag.  And that's how our system is actually going to reference between the two.  



Any other questions?



Okay.  Moving on to providing a little more detail of what we meant in our second-to-last bullet from the previous page.  



So, curtailments are imposed due to reliability restrictions on an existing eTag by either the source or the sink balancing authority, or the sink balancing authority.  In regards to the process that we're going to be using for curtailing parent and loss tags, if a parent eTag is curtailed for whatever reason, whether it be from the source, whether it be from the sink, the loss tag will be curtailed also, down to the required loss percentage to cover the parent.  If the loss eTag is curtailed then a check is made to ensure that this still sufficiently covers the parent eTag.  If the loss tag is curtailed, we will proportionately cut the parent eTag.  



So, just an example, if there is a constraint on the import from Alberta, and we were cutting tags on that end, the loss tag was being supplied on an import basis from the U.S., if the parent was cut on the import from Alberta, we will cut the loss tag appropriately on the import to U.S.  If the import to U.S. is constrained, and we had to cut the child loss tag, we will proportionally cut the parent appropriately.  So, in cases where we had, say, 50 megawatts of energy and the appropriate loss supply of 4 megawatts coming from the import from the U.S., and there was a cut to the loss to say two megawatts, then the parent will be cut appropriately.  So, it will be cut down to, say, 25 megawatts.  



So all we're trying to do is ensure that there's adequate coverage of the losses on the parent.  



Adjustments.  Adjustments are initiated by a customer, and maybe to either the energy profile, or the transmission allocation profile.  Now, extensions are also allowed for eTag, where you can extend the actual end date of the tag to be further out.  And those are handled similarly to adjustments.  



Now, our process in regards to how we'll handle adjustments with parents and loss tags, if a customer makes an adjustment to the parent tag, then the appropriate profile tax change for the loss eTag must be submitted.  If the associated tag -- if the associated profile change for the loss tag is not submitted within one minute, the adjustment of the parent is going to be denied.  So, allowing the adjustment to the parent tag to come in first, it's going to move into a pending state, and we're expecting that the loss tag will be adjusted accordingly.  



So if you had 50 megawatts of energy profile and 100 megawatts of transmission profile, and you adjusted your energy profile up to 100 megawatts, then your loss coverage must be sufficient based upon that adjustment.  



So we're trying to ensure that if you're adjusting your parent, you must adjust your loss. And you must adequately cover the parent tag.  



If the customer makes an adjustment to a loss tag, the loss tag must proportionately cover the losses required for the parent.  If the coverage is insufficient, the adjustment of the loss tag will be denied.  So, in cases where you have a loss tag, it's sufficiently covering the parent tag and you decide to adjust down your energy profile and it no longer sufficiently covers your parent tag, in those cases, that adjustment will be denied.  



Customers cannot make adjustments to parent tags that do not have sufficient loss coverage, and will be denied.  



In the event where customers initiate extensions to the parent eTag, so they've extended the stop date for the parent eTag to be further out, the loss eTag must also be extended or a sufficient loss eTag must be submitted to appropriately cover the parent's extension.  So as you extend the hours, you must also extend the loss tag's hours to ensure adequate coverage is maintained.  If that coverage is not provided within one minute the parent, of course, is in a pending state with the extension, and we will deny that extension, if the loss tag is not submitted appropriately.  



Yes?

GIFFORD JUNG:   Gifford of Powerex.  So you only get one loss schedule with one parent?  You couldn't have a second loss schedule if you extended your parent?  

RAJ HUNDAL:   We could, yes.  

GIFFORD JUNG:   So you could have either. 

RAJ HUNDAL:   Yes.

GIFFORD JUNG:   You could either extend your existing loss schedule or put in the new one to cover the ended period.  

RAJ HUNDAL:   Yes.  Any other questions?



Cancellations and terminations.  We're going to be handling this pretty similarly to how we handle our adjustments, how we handle our extensions where, if we do receive a cancellation of a parent, we're going to appropriately take action to the loss tag as well.  So, if a parent is cancelled, the associated loss tag will also be cancelled.  So we're not expecting you to cancel your parent in the loss tag stays as is.  The loss tag is also expected to be cancelled.  



If a loss tag is cancelled, the parent tag will be moved to a pending state.  So, in case someone decides that they changed their mind as to how they were going to supply their loss from a particular location, and they wish to supply it from a different import then you may cancel your loss tag.  We will move the parent into a pending state and within one minute, you must submit a loss tag to appropriately cover the parent.  



So we're allowing you to cancel the tag, but you must also ensure that a loss tag is submitted.  Otherwise, we will deny that parent.  



Corrections.  In case of any, you know, corrections to the OASIS reference number, or POR/POD information, if the tag needs to be corrected, we will evaluate that and make sure that, you know, a tag that has already been approved by BCTC gets moved appropriately based on a correction that was submitted.  So we'll evaluate that and we'll validate based upon that.  



Some of the potential impacts that we current have and we see the terms of the mandatory self-supply at losses.  We do see a significant increase in the eTags that will be submitted to BCTC.  So you're going to see energy schedules being submitted, parents and their loss schedules also being submitted.  Currently we do not have that, since only two customers are self-supplying at this current time.  The volume of eTags will increase.  



As a result of that, the performance between our I-2T systems at OATI, which is our eTag vendor, and BCTC internal systems, will have to be exceptional in terms of allowing to process the volume of tag submissions that will occur.  And within the one minute timelines.  So, based upon that, we're going to try to avoid bottlenecks for tag submissions that may occur if we were processing sequentially.  Our current process is that we have tags that are submitted, and we process them sequentially.  But if we had a huge number of eTags that we had to go through, and we had to meet that one minute timeline, that may not be possible.  You know, you've submitted a parent in one particular minute, and you're expecting the loss tag to be validated within that minute, and you submitted it appropriately, BCTC needs to improve our performance in terms of finding your loss tag and allowing that loss tag to be processed appropriately, within the time frame that we've put forward.  



If there are any unplanned outages, and there is definitely high volume of tag submissions, it may not be possible for our BCTC staff, and it would be very difficult for them to actually perform all the tag submissions manually, to enter those tag submissions into our systems and to allow the parent and loss coverage to be adequate.  So there's definitely going to be some difficulties if there is unplanned outages, and there is high volume of tag submissions.  

GIFFORD JUNG:   Raj?

RAJ HUNDAL:   Yes.  

GIFFORD JUNG:   So in the event of an unplanned system outage, what's a default?  You're just going to -- if it's not processed, it's cancelled?  The schedule?  Or are you -- 

RAJ HUNDAL:   I'm sorry, I did not hear the question.  

GIFFORD JUNG:   Okay.  In the event of an unplanned system outage -- 

RAJ HUNDAL:   Yes.  

GIFFORD JUNG:   -- I'm just wondering what the default is.  You're just going to cancel the schedule that's now in process?

RAJ HUNDAL:   No, it's on best efforts.  So if we do run into these cases right now, we'll actually process the tags, you know, manually.  So we're going into the queue that is OATI, and which we're going down the list and trying to approve those tags manually, and entering those tags into our system.  So if you have a huge volume, and your loss tag is separate from your parent, so they're going to have to look at where the parent is, find the appropriate loss tag, you know, combine the two, ensure that they're actually in our system.  And if you have huge volumes, it may not be possible, to do a significant number of requests.

GIFFORD JUNG:   Okay.  

RAJ HUNDAL:   Our cost estimates in regards to this implementation are ranging between 1.5 million and 2 million dollars.  And we estimate a completion time of six to seven months.  



That concludes the presentation that I have, and I'd like to move forward with our discussion.  Chris?

CHRIS JOY:    Chris Joy, Enmax.   I've got a few questions here.  First of all, why the one minute timeframe on all this?

RAJ HUNDAL:   The one minute timeframe kind of aligns our processing time that's going to be required with WECC standards right now, and the NERC standards, where you only have five minutes to process your request.  So your assessment time for a transmission provider or balancing authority is five minutes.  And we felt that one minute was the time required in order to allow for a loss submission and to also approve the appropriate parent within the time frame of five minutes.  

CHRIS JOY:   So that would give you four minutes, basically.  Why don't you start the clock -- 

RAJ HUNDAL:   But it depends on the volume as well, right?  So, you know, if we're processing, sequentially, our parent eTags, and there's a high volume, five minutes is a very narrow time frame, and currently providers are experiencing a high level of difficulty with the five minutes.  

CHRIS JOY:   A couple of questions around, I guess, curtailment.  So our losses, and they're non-firm or are they the same as the parent, or -- 

RAJ HUNDAL:   It's dependent upon the transmission that you reserved the losses on.  So if your own transmission --

CHRIS JOY:   Okay.  So it depends on the parent category, then.  

RAJ HUNDAL:   No, not necessarily.  Your parent is going to be tagged -- it may be tagged on a separate transmission reservation, and your loss may be tagged on a separate transmission reservation.  So it goes on the priority of the appropriate transmissions reservations.

CHRIS JOY:   So if you have firm, then your loss, if you tag that loss, you tag it as firm loss?  Is that --

RAJ HUNDAL:   You could tag it as -- you could tag it on your firm, you could tag it on your non-firm. 

CHRIS JOY:   Okay, so it's dependent -- 

RAJ HUNDAL:   It's dependent upon what you purchased.

CHRIS JOY:   Right.  Have you guys given any thought to a system where you could do netting for flow-through transactions?  Where you take a hundred, say, coming from mid-C into B.C., and then have 94 going out to Alberta?

RAJ HUNDAL:   Yes, and that's -- again, we highlighted our WECC business practice that says that we will tag losses separately.  So, we won't supply losses in kind.  So basically you're allowing the loss supply to be on the same parent tag.  

CHRIS JOY:   Right.  I'm just trying to think.  For administrative ease, it seems kind of complicated and puts parent transactions at risk if your main energy transaction can be curtailed because you lose your loss tag.  So 100 megawatts could get cut, or if you lose a 6 megawatt loss tag.  

RAJ HUNDAL:   Right.  

CHRIS JOY:   I'm just trying to think about ways to minimize that transaction risk. 

RAJ HUNDAL:   We're allowing -- we're aligning ourselves with the WECC Business Practice in regards to that.  So, throughout the WECC the business practice states that the losses will be separate from the parent.  

DENNIS SLADE:   Another question, Raj.

RAJ HUNDAL:   Yes.

DENNIS SLADE:   So when are you talking about the WECC business practices, is this what BPA does now then?  Because I thought they were allowing people to supply their losses a week later from their loss provider.

PETER CHOW:   I'm not familiar with the extent of it.  Of course, Dennis, you know, other customers will buy balance of authorities at different mechanisms based upon their tariffs as to how they will count the losses.  So it may be after the fact.  It may be financial.  

DENNIS SLADE:   Okay, but you keep alluding to the WECC practices and it sounds like you're saying that everybody that's in WECC is going to use the same practice.  But you don't know if that's the case for sure?  

TONY CHU:   Well, it says -- it depends on how you do your loss accounting.  But in order to supply losses on a tag basis, they must be separate from the parent.  That's the practice that we're alluding to.

DENNIS SLADE:   Okay.  However, if they're allowing for an after tag submission, that's their way of loss accounting, that may be the case.

PETER CHOW:   That's basically a challenge for BCTC.  I think what you are pointing to is BPA systems just had a form of financial settlement.  It allowed for -- you compensate your losses at a debt at a time.  Instead of financial, they allow for return in kind.  

DENNIS SLADE:   Right.

PETER CHOW:   But what we are talking about here is a mandatory supply of losses in real time.  

DENNIS SLADE:   Okay. 

TONY CHU:   Raj -- Tony from B.C. Hydro -- you mentioned here the completion time for implementing self-supply of losses to six to seven months.  I will be assuming that in this interim period, you'll be seeking an extension of the current provisions?

RAJ HUNDAL:   Yes.  

JANET FRASER:   Yes.  

CHRIS JOY:   I understand the curtailments.  If you had a transaction flowing from mid-C through to Alberta, for example, and the U.S./British Columbia interchange gets congested and you have to -- or if there is some system occurrence and you have to start cutting back on transactions, you would curtail down the energy and then automatically the losses would go down with those.  So if there was a system contingency and the ATC on the U.S. line went from say 1000 megawatts down to 800, there's 200 megawatts that have to get curtailed down.  Though you go after the energy schedules, not the loss schedules, to do that, and then the losses get adjusted?  

RAJ HUNDAL:   We will cut, based on our current practice, in terms of priority.  So if there is a parent tag that is required to be cut, we will cut that.  If there's a loss tag that is on that particular path, we will cut that as well.  And then we will make proportional cuts to the parent or loss, whichever is on a separate path.  

CHRIS JOY:   So somebody could have their losses cut but not their energy schedules?  

RAJ HUNDAL:   That may be possible, depending upon if they're, say, wheeling energy from Alberta to mid-C, and the loss had been supplied from mid-C to B.C.  Right?  So in any one of those cases you may have a parent that gets cut due to an Alberta constraint, but your loss tag is not being constrained, so.  But it's going to get cut due to the parent cut.  It's the only way to maintain the balance of the concurrent supply.  

DAVID MARCHAND:   It seems like we've made things a lot more complex than that, than they have been, and I'm just trying to think about whether there's a way to keep it simple and keep everybody happy.  And it's once again one of those conundrums that you get.  



This proposal that you put up there, is this the proposal that you intend to go forward with then?  Is there any chance that looking at other ways to do other netting or financial or anything like that?  



I guess I'm getting into the discussion component now.  

JANET FRASER:   Well, this is just a proposal and this proposal we've developed, as Raj indicated, based on what we're required to do after looking at industry standards.  And, but the purpose of today's session is to look at, you know, this proposal and what the customer impacts are, and see if there's any other alternatives.  Or if we go forward with this proposal, are there any changes that we can make to it?  And so it's all up for discussion.



And I guess moving into the discussion is we have talked about our interim service that we've been operating under, and our proposal for mandatory self-supplying losses.  But we would also, as the second point is, you know, are there any other alternatives, first of all, that are conceptually different from the ones that we've discussed?  So maybe I'll open it up to that first, to see if there's any other alternatives that we can consider.  

PETER CHOW:   Just to add to that, in the OATT decision in -- I believe in June 2005, the Commission directed BCTC to implement a system for sales supply of losses.  However, the wording in the decision, some have left the door open a little bit, is to say, well, you do a consultation and come back and tell us whether there was any need to upgrade your system to do that.  So the way we interpret that is the Commission may be open to the idea of an alternative solution to the mandatory solution that we have presented to you here.  So I mean, if we can find a betters solution, like you put it, Chris, that you know, make everybody happy, I think the Commission will be sympathetic to that.  

CHRIS JOY:   Chris Joy from ENMAX again.  The OATT decision in 2005, what was the main driver, if anybody can recall back to the Commission making the order to stop providing financial losses?  What was the main concern that drove that?  

PETER CHOW:   I don't quite get you.  

RAJ HUNDAL:   The main concern --

PETER CHOW:   -- for B.C. Hydro?  

RAJ HUNDAL:   -- from the Commission in regards to the removal of the loss compensation service.  

PETER CHOW:   I think it's to do with B.C. Hydro concern about customer able -- customer's ability to arbitrage their own system.  

CHRIS JOY:   To arbitrage loss.

PETER CHOW:   On whether the customer can freely self-supply losses or buy losses from BCTC.  

CHRIS JOY:   I thought, though, that you had to elect one or the other.

PETER CHOW:   Yeah, the interim, the interim solution sort of solves that.  

CHRIS JOY:   Right.

PETER CHOW:   So now I think the task we have now is find a solution, I think, to go back to the Commission and say, "Look, I mean, this proposed solution will satisfy all the parties plus avoid the burden maybe put on the customer with his mandatory solution."  

CHRIS JOY:   I just worry about our real-time guys have a hard enough time, I think, managing everything that they're doing.  And you double the amount of tags that you're giving somebody and you give them a one-minute timeline and they've got bells and alarms going off on other things, and plants to manage and interchange transactions to do and then for yourselves and for BCTC as well, the concern is that this becomes more administratively burdensome than it's worth.  And if you can, you know, if you can alleviate the problem of the arbitrage issue by making people nominate that they're going to do one or the other early, for instance, then I think that leads to a simpler solution anyway.  So that would be my view of that.  

DAVID MARCHAND:   David from TransCanada.  I think the interim solution seems to have sort of taken care of the problems that initially led to BCUC mandating self-supplying losses.  What's sort of stopping you from proposing implementing that as your permanent solution?  It seems like there's some overwhelming support for the interim solution that's been -- you've been using for the past year.  

JANET FRASER:   Sure.  Well, we are ordered to implement the self-supply losses.  But as Peter mentioned, we do have an opening to go forward with an alternative.  And we have heard that in general, customers are supportive of the interim solution.  And I guess maybe, maybe if I could -- maybe the group could hear from somebody from B.C. Hydro on that.  

TONY CHU:   We do have a position with regards to the continuation of the current interim solution.  I have a bit of a handout that you guys may want to have a look, follow along with my discussion here.  



Oh, this is Tony from B.C. Hydro.  



I do want to start by stating that B.C. Hydro's position hasn't changed from the original OATT proceeding a couple of years ago.  We still think that losses should be self-supplied by the customer.  That was our original position.  However, I think, given the recent comments received by BCTC from its customers on this issue, we see that the uses of a system see a value in continuing this service by BCTC.  



What I would like to do is probably start by giving a bit of background how B.C. Hydro is involved with this provisional service.  We have a rate schedule 3016, this is a B.C. Hydro tariff, that allows BCTC to buy energy so that it can provide loss compensation service to its customers.  That's how the interim solution is set up.  So in essence, BCTC takes service from B.C. Hydro under rate schedule 3016 and then turns around and sells loss compensation to the customers.  



I think B.C. Hydro is amenable to moving forward with a proposal of extending rate schedule 3016, but I think there are some concerns that need to be addressed that we've seen over this past year.  I can just kind of go through that list.  One is the price arbitrage that was brought up earlier, the same thing as the earlier proceeding.  Other ones would include volume risk that B.C. Hydro is exposed to, as well as price risk.  We've also brought up some issues of reliability risk to B.C. Hydro customers, and also the last one is the duration of commitment by B.C. Hydro to provide rate schedule 3016 to BCTC.  



What I'd like to do next is probably kind of go through each of these concerns, albeit it still at a very high level, and propose some suggested solutions how to get around these particular concerns.  The first one is price arbitrage, and I think -- again this was discussed as being that the customer had really the ability to select -- to self-supply losses, for example when market prices are low, and then purchase losses from BCTC under the tariff when market prices are high.



Now, obviously we think that this issue has been largely dealt with under the current tariff provisions whereby customers can elect -- basically elect at the beginning of the year for the entire year, whether it will be self-supplying losses or choosing to purchase from BCTC.  So I think what we would like to do with this particular concern is just basically continue this provision on a going forward basis.  



As far as volume risk is concerned, our issue here is really around the hourly volatility of the amount of losses that are supplied at any one particular time.  Basically this is really dependent on market conditions and how the customers use the service and things like that.  So as a result of this, one of the things that we were thinking about is perhaps maybe putting some sort of a megawatt limit on the amount of energy that can be purchased by BCTC to supply losses.  Again this is like something that we've been throwing around.  You may have alternate discussion as far as how to deal with this volume risk.  

PETER CHOW:   Peter Chow from BCTC.  This limit is hourly basis or --

TONY CHU:   It's on an hourly basis.  

PETER CHOW:   The limit is on hourly basis.

TONY CHU:   Yeah.  It's not -- I don't think it's a concern around overall energy, let's say on a monthly or yearly basis.  I think it's just on an hourly base concern.  



The next issue is price risk.  Right now the tariff that's charged for loss compensation is based on the hourly shaped mid-C index plus transmission losses or transmission charges.  However, I think -- one of the things that was brought up was that there may be times whereby mid-C may be congested and that B.C. Hydro needs to buy the energy needed for loss compensation in Alberta.  



Maybe I can kind of run through an example.  So let's say there's a scenario whereby the prices are low at mid-C and they are high in Alberta, and a transmission user would like to wheel energy from the U.S. to Alberta.  I guess depending on the price differential, it's conceivable that the U.S. to B.C. intertie would be congested at that point whereby B.C. Hydro would not be able to purchase any more energy from mid-C.  But I think in that case B.C. Hydro would most likely be able to purchase energy from Alberta because it'll be scheduled as a counterflow to the user's transaction because you're going up from U.S. to Alberta, and if we fly from Alberta then it's a counterflow to that transaction.  So from that perspective the capacity is most likely available from that end.



So what we're thinking of in terms of the price is to base it on the sink of the customer's wheeling transaction.  So if you're wheeling from the BPA transmissions to AESO, then the tariff charge would be based on the Alberta Power Pool price.  And then for wheeling transactions that are going the other way from AESO to BPA, then a tariff charge would be based on the existing tariff, which is the hourly shaped mid-C index plus transmission.  So I think that's just depending on -- it's pretty much the same as it is today except that you now have the Alberta Power Pool price to deal with as well.  



Next one is the reliability risk.  I think one of the main concerns that B.C. Hydro has is that it does not want to increase any sort of reliability risk to its customers through the provision of rate schedule 3016.  One of the things that we're throwing around is perhaps we could suggest that this rate schedule would be of a lower priority than that of domestic load.  So in essence, if there was any sort of reliability constraint within B.C. Hydro's system, we would cut this service to BCTC first before cutting any domestic load in the process.  



And the last issue that we have is the duration of commitment, and I think this is just an overall concern about changing market conditions or domestic system conditions.  And I think B.C. Hydro prefers to limit its commitment as far as how long to provide rate schedule 3016.  And one of the things that we've been looking at is that I think B.C. Hydro's other interconnected operation services, the IOS tariffs to BCTC, they all expire in March of 2009, I believe.  And so what we'd like to do with this rate schedule 3016 is to have it expire at the same time, and at that stage we can review all of the various tariffs to BCTC at that stage.  That's the extent of our comments.

JANET FRASER:   Thank you very much, Tony.  This is quite comprehensive.  I'm wondering, and I'll open this up to the group, I think we should have a really good discussion on this, but does the group want to maybe break for 10-15 minutes to sort of think about what's been presented here, and then we can come back and we can talk about these items?

DAVID MARCHAND:   I'd just like to make one more comment on your original proposal.

JANET FRASER:   Sure.

DAVID MARCHAND:   It's David from TransCanada.  It just seems in your proposal for subsequent losses, you're really kind of limiting the options for your customers really compared to sort of what other jurisdictions are doing out there by, you know, requiring it to be 
-- the losses provided hourly and not back to back.  So just a little bit of a kind of narrow implementation of subsequent losses.

JANET FRASER:   Okay.  



So would you like to break for 10 or 15 minutes?  Yes?  Okay, great, because we're moving quite well.


(PROCEEDINGS ADJOURNED AT 9:55 A.M.)


(PROCEEDINGS RESUMED AT 10:10 A.M.)

JANET FRASER:   All right, let's get started.  So thank you, Tony, for presenting this document to us, and I think that we need to go through each of these items and have a good discussion on them.  It sounds like, you know, based on the comments that have been received, that, you know, B.C. Hydro might be amenable to perhaps looking at extending the interim service, but we need to go through these risk items and talk about each of them and to see what ways we can mitigate and hopefully manage that risk.  So I think that's great.  



So let's go through each of them, and I think just open the floor.  And I guess we don't need to talk about the price arbitrage.  

TONY CHU:   No, because I think we were looking for the same tariffs it has currently, so.

JANET FRASER:   Okay.  

TONY CHU:   Yeah.

JANET FRASER:   So as long as there's an annual election.

TONY CHU:   Election, yeah.  

JANET FRASER:   Okay, so let's talk about the volume risk.  And I guess I'll open it up with a question.  You talked about limit on an hourly basis, and I guess -- how would this actually work and what would happen if that maximum volume was exceeded?  

TONY CHU:   I would submit that if this is the path that we're doing down, we would say for any hour we would supply a maximum of say -- I don't know, let's throw a number-- 50 megawatts per hour.

JANET FRASER:   Sure.

TONY CHU:   And that's all we were supplied on an hourly basis for loss compensation.  Or it could be one of the -- 

GIFFORD JUNG:   I was in B.C. Hydro regulatory.  So I'm now in trade policies at Powerex, so what I say may not have any weight.  But anyways, at that stage B.C. Hydro is concerned about, you know, if we're a provider, you know, what sort of volume --

JANET FRASER:   Right.

GIFFORD JUNG:   -- what sort of volume we'd be looking at from an hourly basis.

JANET FRASER:   Right.

GIFFORD JUNG:   And at that stage B.C. Hydro was uncertain that it could meet its obligations if there wasn't some sort of forecast.

JANET FRASER:   Right.

GIFFORD JUNG:   And at that stage I don't believe there was a forecast or --

JANET FRASER:   Right, right.

GIFFORD JUNG:    I don't remember a forecast.  So I mean, this could be handled simply by saying on a forecast basis, BCTC forecasts, you know, it's going to be the maximum exposure of B.C. Hydro's X.  

JANET FRASER:   Okay.

GIFFORD JUNG:   And B.C. Hydro could decide at that 
stage, you know, once those annual elections have been made whether they could actually do it or put plans -- at least put plans in place.

JANET FRASER:   Okay.  So B.C. Hydro might be comfortable if BCTC were to provide forecast information that would manage that volume risk for you?

GIFFORD JUNG:   Yeah, I'd probably need to take it back to the bosses, but from my perspective I think that sounds like a good alternative, yeah.

JANET FRASER:   Okay, so that would be a good so we can talk about that.  Okay, so that's great.  



And Peter, did you have something you wanted to add on the volume?

PETER CHOW:   I'm still a little bit unclear how to translate that.  I mean, I need to -- we need to tie that into a customer election process.  If we say -- if we give you a forecast -- well, if you take all the 22 customers who has purchased, and we make the forecast on how much loss we acquire on an annual basis, based on the customer's past sale, you know, just to walk you through, and then -- and then we have to submit it to B.C. Hydro, and B.C. Hydro will come back and say good or no good.  Or you will accept our nomination and say okay, we will plan for you in the coming year, and don't take any more.  

TONY CHU:   No, I think -- Gifford, you can correct me if I'm wrong.  I think we're thinking of shorter-term forecast, so for let's say, I don't know, if it's next day or next week or whatever the case is we think this is what it's going to be.  So it's a much shorter duration.  We're not looking for sort of an annual forecast.

JANET FRASER:   Okay, so though -- you know, once the customer makes an election, if it's an annual 
election --

TONY CHU:   Yes.

JANET FRASER:   -- and we provide you forecasts maybe on a shorter period of time --

TONY CHU:   Yes.

JANET FRASER:   -- based on perhaps historical data or something, then -- but you know, you couldn't decline that, right?  Like you wouldn't decline.

TONY CHU:   I would assume that once we've accepted we would not be able to decline.  So let's say we're doing, I don't know, daily forecast for argument's sake.  Or some sort of forecast.

GIFFORD JUNG:   You're on your own on this one. 

TONY CHU:   There's some short-term forecast.

JANET FRASER:   Right.

TONY CHU:   Let's say there's some short-term forecast.  I'm assuming once we've accepted that and built it into our planning, that that would be accepted for that period of time.

JANET FRASER:   Okay.  So my concern though, my only concern is that, as Peter made the point, we have to tie it into the annual elections because we can't take an annual election, say for example TransCanada elected to take loss compensation from BCTC on an annual basis, you know, we would need the ability, you know, to provide them --

TONY CHU:   With assurances.

JANET FRASER:   Those losses, and so.  So the forecast to you would be strictly for your planning purposes, not for acceptance or rejection.  Is that right?  

PETER CHOW:   You see, the problem I have, I'm thinking about this.  If I have 22 customers signed up for purchase and I give you a two-month forecast, and then you come back, tough luck.  So I have to say to these 22 customers, well, how do -- which one do I refuse now?  Right?  So that -- I cannot think of a good criteria to do that.

TONY CHU:   Well, from that perspective how would it be that that doesn't make any sense?  Because once -- I'm assuming once a customer elects to have its losses supplied by BCTC, you would always have to have that ability to do so because there's no alternative for that customer.  No, I agree with you.  I agree.  

GIFFORD JUNG:   Yeah, and I think B.C. Hydro's position in the tariff was if we got a forecast and we could accommodate it, I mean it would be done.  There would be no requirement to cut any customer, you know, on any other time period.  So basically if you -- on an annual basis if you made a forecast of what the obligation is, and B.C. Hydro can plan to meet that obligation, we're pretty much done.

JANET FRASER:   Okay.

PETER CHOW:   So the onus will be on BCTC to forecast properly.  

GIFFORD JUNG:   Yes.  Well, you have your customers sign up.  You must know what their use is on a --

JANET FRASER:   Yeah, yeah, yeah.

PETER CHOW:   Okay.

JANET FRASER:   Okay, good.  Anyone else have any questions or comments with regards to the conversation we just had on the volume?  Okay, sure.

DAVID MARCHAND:   David Marchand from TransCanada.  In that situation, BCTC, if there was sort of a constraint on losses in a given time period, I assume that's still a possibility or is that have we just kind of ruled that out, that loss compensation would be offered if it was available?

JANET FRASER:   I think what we just determined was that as long as we provide annual forecasts to B.C. Hydro for loss compensation, they then can plan for it and provide for it as they do today.

DAVID MARCHAND:   Okay.  Okay.  

JANET FRASER:   That's what I heard.  

DAVID MARCHAND:   Okay, then I'm fine, yeah.  

JANET FRASER:   Okay?



Okay, let's move on then to price risk.  So you're suggesting change to the price for loss compensation.  What are the customer's comments on that?   Anybody have any comments?  Chris.

CHRIS JOY:   I've got one question, I guess.  If it's based on the sink price, what happens when B.C. is the sink?  

JANET FRASER:   I'll put that to B.C. Hydro.

TONY CHU:   Details, details.  



I guess one way of looking at that would be you have your source leg.  So let's say you're going from BPA to B.C.  We could say that it's the other leg in a sense that there would be Alberta price.  So if you're going from B.C. to somewhere, it will be the Alberta price.  If you go from Alberta either into B.C. or into BPA, then it would be the mid-C price.  Just off the top of my head.  

GIFFORD JUNG:   I think the thinking there is just the unconstrained path.   Yeah, so if you're importing into B.C., whichever the unconstrained path, you'll presume it's the other path?  Could be wrong.

CHRIS JOY:   Well, it doesn't have to be unconstrained.  It can be any path.

TONY CHU:   Yes, yeah.  

CHRIS JOY:  On that system, if somebody was sending power to B.C., then what would be the price?  



I mean, you know, Tony and I did discuss this a bit at the break, and you know, I'll have to think about it.  There's some changes in risk profile basically of transactions.  When you're changing the pricing and when you're using the Alberta hourly price, it's pretty volatile.

JANET FRASER:   Yeah, it is very volatile.

CHRIS JOY:   And it could sink.  You know, there are conceivably situations where the losses could sink the economics of your overall transaction pretty heavily if you're not selling into the pool on the other end, if you've contracted that out.  So you've got to think about that, I guess, as a concern.

JANET FRASER:   And that was actually going to be one of my questions, was given that the Alberta Pool price is so volatile, you know, what is the concern with just leaving it as is today?  

TONY CHU:   I think the concern is really around any sort of incremental financial exposures for B.C. Hydro's customers.  And again it really deals with where would B.C. Hydro's source for its energy, albeit it may be at a real time, on a real time basis, if people are wheeling energy from the U.S., you are under the assumption that it's the other lake that's unconstrained in the process.  

JANET FRASER:   Right.    

TONY CHU:   And so if that is where we are going to be acquiring the energy, then that would be the price that B.C. Hydro sees.  And so from that perspective you are then passing that price on to the transmission user in terms of loss compensation.  

JANET FRASER:   Any other comments on the pricing?



So on the price, just -- Chris, with your comments and we would just need to look at how that factors into overall deals.

CHRIS JOY:   You know, I also think, you know, just thinking about the way I think Tony has modelled this up, it's all sort of limited to hourly flows and counterflows.

JANET FRASER:   Mm-hmm.

CHRIS JOY:   The financial risk that the B.C. -- or B.C. Hydro would take on or the B.C. ratepayers would be largely mitigated by substantial storage where losses could be over a week or over a month or, you know, I think -- so I don't know, if you have to return losses in the same hour that they occur, or if there's some other way to widen the temporal spectrum so to speak, instead of always pricing on the hour, it's just another thought as well.



And I understand, you know, Tony's argument about the optimum cost.

JANET FRASER:   Right.

CHRIS JOY:   In the hour.  So, you know, I don't think I need to go any further down that road.

JANET FRASER:   Okay.

CHRIS JOY:   But still, I'm not sure that we need to limit everything there, but that's one definite one, I guess.

JANET FRASER:   Yes, Dennis.

DENNIS SLADE:   Another comment.  Dennis from NorthPoint.  You talk about the loss as like being volatile, but you're going to -- quite possibly you're going to be making money too because of that volatility, so that should override your losses and your loss compensation service.

JANET FRASER:   Well, the Alberta Pool prices, you know, you're exactly right, they are quite volatile.  You're going to win some and you're going to lose some.

DENNIS SLADE:   But obviously you're moving more power into Alberta.  You're only buying 6 percent back out.  So you should be making up that money based on what you're selling in there, assuming you're selling at pool price, I guess.  

 GIFFORD JUNG:    The close out prices that Chris talked about earlier is just discounting the volume.  So if you are wheeling from mid-C to Alberta and you are wheeling 100 megawatts, we're effectively seeing it wheeling through 94 on a financial basis.

DENNIS SLADE:    So effectively the same thing is what you're saying. 

GIFFORD JUNG:    Yeah.

DENNIS SLADE:   Yeah, I agree with you.

GIFFORD JUNG:   So, yeah, I don't really see the problem with that.  That's the concept, right?

DAVID MARCHAND:   You know, basing it strictly on an hourly Alberta price when you are wheeling, you know, U.S. to Alberta, the opportunity for B.C. Hydro to supply the losses from mid-C given the size of the tie, is greater than their ability to supply it from Alberta in the event that they would need to source their losses from outside of B.C.  Like Dennis mentioned, giving, you know, an opportunity to profit from those losses.

TONY CHU:   Yeah, I think it could also cut the other way in the sense that Alberta prices at that particular point in time may tank in the process.  I mean, I don't know, and it's -- because neither prices are set in stone prior to the transaction.  You don't know, everything is kind of after the fact in terms of market prices.  So it may be high, it may be low.  It adds that volatility, that risk, but at the same time, I don't think B.C. Hydro is willing to front that risk at this stage, and all we are saying is we are just going to pass that risk onto the users of that services.  

DENNIS SLADE:     So on that point, is there any way you guys could charge what your actual cost is then?  Like after the fact?  Say we bought them from BPA, we supplied them off our system.  Some values.  And then there's never going to be a case where you are losing money or you're making money on the losses?

TONY CHU:    I don't know.  I think it's given, the number of transactions we have, I don't think we've ever really tagged a transaction for some purpose, you wouldn't say.  For example, this particular transaction is, let's say, for this customer and this transaction is for a different purpose, I don't think we operate on a real time in that manner.  



In front of the Commission where we deal with these type of pricing issues we say, "Look, this is what we think our opportunity cost is.  For this particular service, this is how we think -- this is what we think is the proper reflection."  And I think that's about the extent of it.  The actual true transactions themselves, we don't make that distinction because I think it's always around authorization of the system, given the storage that you have, given the market prices differentials, and you know, people just take advantage of that in that respect. 

STEVE QUEHL:    Steve Quehl, TransCanada.   If you could give sort of a ballpark right now, the percentage of losses that are sourced out of B.C. versus the other entities, what would you -- do you have any ideas as to what the breakdown is, how often they are sourcing them out of Alberta versus B.C.? 

TONY CHU:   No.

GIFFORD JUNG:  Do I historically know which ways the flows go?

PETER CHOW:   I didn't hear the question.  Would you repeat the question?

STEVE QUEHL:    How long, ball park are losses sourced to Alberta versus B.C. or mid-C?

PETER CHOW:     I don't know.  We don't have the information.  

STEVE QUEHL:   It's just I was curious if there's a ballpark at all, if this was a common occurrence that you --

JANET FRASER:    We don't know.  We don't have that information.

TONY CHU:     Sorry.

STEVE QUEHL:    Okay.   

JANET FRASER:    Okay, I think the volume -- well, the overall volume as we pointed out, on an average monthly basis is very small.  



Okay, I'm going to move to reliability risk and so maybe we should talk more about, Tony, what specifically you mean there and it might be helpful if you could maybe talk about some circumstances that you think this risk could occur. 

TONY CHU:    I think again, this is a rare situation, but what we are talking about here in this case is, again, the general principal that we don't want to expose any additional risk to the B.C. Hydro ratepayers, in this case in terms of service reliability as a result of providing service under the rate schedule 3016 from our end.



So what we are trying to set up here is if there is any sort of constraint, via transmission or whatnot, that exposes B.C. Hydro's system to some sort of curtailment our proposal suggests that we will curtail rate schedule 3016 ahead of curtailing of customers.  

JANET FRASER:   So this is an emergency situation?

TONY CHU:   This would be an emergency situation, that's correct.

JANET FRASER:   And so basically what you are saying is that before the NITS customer is curtailed.

TONY CHU:   That's correct, yeah, because I think what we were talking about is generally speaking if there was sort of an emergency constraint it would be pro-rata cuts, you know, to domestic load. 

JANET FRASER:    Right.

TONY CHU:    And what we want to highlight in this particular issue is we don't want to have 3016 on the same basis as domestic customer service, that if we didn't cut there would be pro-rata cuts on both sides.  We would want to cut 3016 first.   You know, plus also any other interruptible rates that we have in the process, but that's, of course, first before we actually hit the domestic customers.

JANET FRASER:    Just for clarification, B.C. Hydro's domestic load is served under the NITS provision of the tariff. 

CHRIS JOY:    Would this, I guess, the backstop service would be lower priority than domestic load?  Don't you guys normally cut exports if there's a system reliability issue anyway?  Is that -- is there any change from today?



I don't know, you know, in Alberta we have an operating policy and procedure which prioritizes who gets cut in the event that there's a reliability issue going on, and I think exports from the system are fairly early, like definitely before firm load, you'll cut your export load, and I was just wondering, you know, that's what that sounds like, and is that any different than today?

PETER CHOW:    Stephen can --

STEPHEN TRAN:   Stephen Tran, BCTC.  From BCTC perspective, we don't cut exports because there's some problem with the domestic load.  We cut export before transmission.  Transmission is priority.  If a firm transmission is firm transmission, just like any NITS domestic load transmission.   



We talk about in terms of export, that maybe from B.C. Hydro perspective, because they run out of energy they may want to cut their schedule, but BCTC we don't cut the transmission as long as the export is on a firm transmission.

CHRIS JOY:     What about non-firm?

STEPHEN TRAN:   Non-firm, then we cut beta transmission congestion.  Different criteria than B.C. Hydro would cut the export.  B.C. Hydro would cut the export based on the generation, but BCTC only cut based on transmission, so we can't speak for --

CHRIS JOY:   So it is different, yeah.

PETER CHOW:    I think what B.C. Hydro contemplates -- Tony, you correct me if I'm wrong, I'm just trying to interpret what you said -- is BCTC will not curtail, will not curtail customer on a preferred curtailment if all the customer are buying some class of service.  So if they are all firm, they are firm.  If we have to curtail, we curtail pro-rata.  Non-firm will go first and then firm.  



I think what B.C. Hydro is suggesting is if B.C. Hydro has problem with generation, so for example a whole unit is out and B.C. Hydro cannot provide energy, then they propose to cut the loss schedule first, the 3016.  

JANET FRASER:   Or the requirement to supply the losses.

PETER CHOW:    Oh, the requirement.  So I think the consequence of that is that all customers relying their losses on that rate schedule will automatically curtail because the loss schedule will not be there.  Right?  



So it's not cut because of a different priority, the cut will be because of the losses is not available.  



So I think that is what you are proposing?

TONY CHU:   Yes.

JANET FRASER:    What happens today if --

PETER CHOW:    Today it just happen.   We just draw on 3016.

JANET FRASER:   No, I know but what happens if there is an issue today with generation? 

PETER CHOW:   It's just pro-rata.

TONY CHU:   I think it's pro-rata cut, but I think that's exactly what our concern is on a go-forward basis.

JANET FRASER:   Pro-rata.

TONY CHU:   Right.

PETER CHOW:    I think what today is, 3016 is committed, is there is no priority between 3016 and other IOS energy.  So it is supposed to be there.  So if it's not there then it's not there.  Then everybody get cut.  

JANET FRASER:    Okay, we'll hear from Stephen and then Dennis.

STEPHEN TRAN:    I think the -- I don't it's happened today.  In the case today, if we run out of generation, we're talking about system reliability now, the cut because of reliability system is not made because of generation, but because of generation causing transmission congestion that was causing transmission reliability problems.  So we will still cut based on transmission.  It could be the result of generation.

JANET FRASER:   Okay.  Dennis?

DENNIS SLADE:   My comment is, if you're going to cut -- like cutting 3016 doesn't reduce your load.  If you got all your transactions going across, say, 500 megawatts, presumably you need 30 more megawatts of losses, so.  If you decided not to supply those 30 megawatts of losses and not cut any of the transactions, your system load is still the same. So you have to cut a transaction, is what you have to do.  



Like saying "I'm not going to supply losses," doesn't reduce your system load, so where do you guys gain anything, unless you are going to cut a transaction, like you possibly do now.  



So I think you just go -- you know, if you guys are in a position where you are going to be cutting firm load, you just look at what transactions were flowing across and say, "Okay, I'm going to have to cut some of this export based on lowest priority."  Because saying, "I'm not supplying losses doesn't make the losses go away."

JANET FRASER:   Well, I think that that's what Stephen was getting at.  

STEPHEN TRAN:   Yes.  If say B.C. Hydro run out of generation, not enough to supply domestic load and the losses, so the loss energy, if they just curtail the supply of energy for the losses then they will not have to come -- they will have enough energy to supply the domestic load.  



By the virtue of cutting the energy for the loss's compensation, then BCTC will have to cut the  real-through export as a result of the generation cut, not because of transmission cut.

DENNIS SLADE:    Right.

CHRIS JOY:   Maybe cut the import as well.  Cut the 
export --

DENNIS SLADE:   What's that?

CHRIS JOY:   If it's a wheeling transaction and you curtail the loss and you cut the export, you cut the import too so your net savings are --

DENNIS SLADE:   Well, your loss and that's what I'm saying.  So if you call all your transactions flowing through, your system load should go down by 30 megawatts and then everybody is happy.  So essentially you not cutting the losses, you are cutting all the real-through transactions. 

GIFFORD JUNG:   I think the reliability risk is -- Gifford from Powerex -- is a real concern of B.C. Hydro's and I guess where I see that concern is probably during the winter peak, if for whatever reasons Burrard is dispatched because there is just enough -- you know, as an RMR unit, right?  And if B.C. Hydro were to lose Burrard and couldn't bring it back the next hour, I presume that just means the transmission goes down, right?  The ATC will go down whichever path.  The ILM path, I guess.  So in effect, I don't think the losses are taken away.  I think that, you are right, the actual energy schedules actually get cut based on ILM ATC more than anything else.  That's the only constraint I can see.

JANET FRASER:   I think it's cut -- you know, it is cut based on the transmission curtailment, and it's the energy schedule that gets cut, so --.

STEPHEN TRAN:   Yeah, I can see is that it could be a difficulty if we are talking about cutting energy because of energy loss compensation not there, then BCTC would have pro-rata or whatnot, and you might cut the wrong schedule, you may cut the schedule that help you rather than -- you know, say for example if one was to export real-through one way, so you would cut everything.  You gain, but you may not gain as much.  Actually maybe you end up losing than gaining.  So it's very very tricky to do. 

JANET FRASER:   Okay.  Okay, so definitely we want to make sure that we address -- 

GIFFORD JUNG:   Just speaking for Powerex, I think for B.C. Hydro once B.C. Hydro gets a forecast for loss, loss compensation service, your reliability risk largely goes away.  You know, once you know what sort of volumes you are trying to serve, the reliability risk can be managed.  Those two are very much connected.

JANET FRASER:  Very much.

GIFFORD JUNG:   So if you get one, the other one probably goes away.

JANET FRASER:   Okay, good.  Let's move to duration of commitment and B.C. Hydro's IOS tariffs to BCTC will expire March 2009, so it makes some sense to maybe have this until that time period and then revisit it at the time we revisit those tariffs.  Any comments on that?

SACHIE MORII:    This is Sachie Morii from B.C. Hydro and based on the earlier discussion groups, like everybody almost concensus about concerns around number of eTags we are facing and just adding complexity to the whole process.  So --

JANET FRASER:   You mean with the mandatory self-supply.

SACHIE MORII:   Yes.  So like those are things that have to be more carefully looked at during this time period to make sure there is no short-term reliability issues because of those added complexities.

JANET FRASER:    Okay.  So any comments on, you know, if we were to extend the interim solution to March 2009, any comments on that time period?



Everybody would be okay with that timeframe?

DAVID MARCHAND:   I think it's a reasonable timeframe.

GIFFORD JUNG:   I don't want to come back here again.

JANET FRASER:   What?

GIFFORD JUNG:   I don't want to come back and sit here a year from now.  

JANET FRASER:   Given if everything else looked okay, you know, we'd have to all be satisfied with, you know, the interim solution.

CHRIS JOY:   That's because it's reopened to 2001 or is that --

JANET FRASER:   It's just those specific tariffs.  Rate sheets that are the --

TONY CHU:   It's not on 3016.  3016 is March 1st, 2007, but it is on the other IOS tariff.  For example, what 3011, yeah, for energy imbalance.

PETER CHOW:   It starts at 3010 all the way to 3015, I believe.

TONY CHU:   And all those other IOS are expired or will be expired in March 2009.  So I suppose next year there will be a big consultation.  

JANET FRASER:    Okay, so anything else we want to discuss on B.C. Hydro's paper that they presented?  We got some really good comments on it.  



Okay.  So just moving forward, if BCTC were to implement the proposal we described earlier for the mandatory self-supplying losses, I guess some questions we wanted to ask was whether or not customers anticipated training requirements, modifications, to practices and modifications to your system, and the question as to whether or not the implementation would affect your utilization of the system.  



So this is coming back to comments on our proposed solution, if we were in the position where we were to implement it.  



So any additional comments on that proposal that we presented?  Stephen you had a comment -- no, David, I mean.  One of you had the comment before the break about -- with regards to BCTC and other jurisdictions.

DAVID MARCHAND:   Yeah.

JANET FRASER:   I don't know if you wanted to expand on that.

DAVID MARCHAND:    No, my only concern there was it seemed like a fairly limited approach to, you know, giving your customers very few options for self-supplying losses, the way you've proposed here.

JANET FRASER:   Okay.

TONY CHU:   But the question is, will that system impose a lot of burden on you, new burden?

DAVID MARCHAND:   Yes, absolutely. 

JANET FRASER:   Okay. 

DENNIS SLADE:   The answers we have to all those questions:  Training requirements, probably not; modifications to training practice, I think for sure would change it; probably not any IT issues; and the last question "Would the implementation affect your utilization", I would say it would probably decrease it because of complexity, I guess.  You know, you're going to have more to do in the same amount of time so less utilization.  

CHRIS JOY:   I'd just like to add --

JANET FRASER:   Oh, sorry, Chris?

CHRIS JOY:    -- I think the utilization bullet there, the last bullet point, I think if you end up having a few -- it depends on how it all kind of -- you know, when things happen in real time, that's when the rubber hits the road and you know, and if you end up getting energy transactions cut because loss tags are getting cut, and that sort of thing happens, then obviously you're going to have to go out and look at different ways to manage the risk in your portfolio.  So anything that, you know, affects the risk/reward profile of your transactions is going to affect the utilization of it.  



So if in real time if it came into effect and it was really cumbersome and transactions got cut here and there, you know, we would definitely think of other ways to manager our portfolio, so.

JANET FRASER:    Okay.   So we just talked about B.C. Hydro concerns on the interim service.  So I guess I just wanted -- we have talked about the election period, that in order to ensure that there were no arbitrage opportunities we would need an annual election.  I think that's fair enough.



Any comment on the interim service that we haven't talked about if we were to adopt it?   Any other improvements that we could make on it?

DENNIS SLADE:    I just have a comment.  Dennis from Northpoint.  As far as the election period, I think I made this comment about a year ago.  I thought that less than a year is probably appropriate.  Like maybe make it monthly, especially if you are going to change the pricing to the sink pricing, because you might determine after a month that the sink pricing is costing you a lot more money than you want to pay and you might want to change your election to monthly or something.  And I don't think that would -- I think that would still remove the arbitrage opportunities having monthly elections as opposed to yearly as you do now.  

JANET FRASER:   Okay.  Well, we would need to look at how that would impact the forecasting requirement.  

DENNIS SLADE:    Well, it sounds like B.C. Hydro wanted shorter-term forecasts anyways.  They didn't want yearly ones. 

JANET FRASER:   Tony, any thoughts on the monthly?

TONY CHU:   No, I don't think I have any comments on that at this stage.  

JANET FRASER:   Okay.  Any other improvements that we could make to the interim service?  Changes that you would like to see made or talked about?



Okay.  Any other comments?  Any other comments?



Okay.  Well, we're going to wrap up early then and first of all I'd like to thank everybody for coming today and for your comments as well as B.C. Hydro for coming forward with some suggestions for how we can possibly, you know, extend the interim service that is in place.  We will be using this consultation as well as the prior written comments that we received to look at how we are going to move forward with the Commission and put forward an application.  And we will look to maybe getting some further information, and put forward an extension.  But we will communicate that to the customer group also.  



Peter Chow, do you want to say anything?

PETER CHOW:   Well, just one thing, you know, I might want to add.  If you have further comments, write to us, or phone Brenda.  In the next couple of weeks we will be working on putting a proposal together.  So you know, if you have any afterthought or further thought about it, please let us know.

JANET FRASER:   And Peter, will we post the proposal before it's filed?   



We'll just file.

RAJ HUNDAL:   Janet, one comment.

JANET FRASER:    Yes.

RAJ HUNDAL:   In regards to our proposal for mandatory self-supply, please do take this back to your real time folks and your pre-scheduling folks and see how this affects them and please pass along their comments to us as well, because, you know, if there's anything that they can provide or shed light upon in terms of transacting with our systems and doing it on a daily basis, that would be very beneficial.  

DENNIS SLADE:    I wanted to ask Peter, what is the proposal that you are taking to -- in the next few weeks, this proposal that Raj pointed out as the self-supply and what we do currently?

PETER CHOW:   We haven't decided yet, but I think we are leaning quite -- I think I can say we are leaning quite heavily on the interim solution.  We'll be -- how I'll put this, it will be a modified interim solution.

DENNIS SLADE:   I guess our suggestion is you don't give BCUC any other options, just tell them you want to keep on with the interim LCS service and if they don't see any other options, that's probably what they'll go with.

JANET FRASER:   Well, yeah, you know, I think, Dennis, you know, what we've heard through the written comments, we've heard today is that, you know, customers have told us that they would prefer to stay with the interim service and B.C. Hydro has provided us and we've discussed sort of the issues they have with our current service and we can, perhaps, modify so that we can go forward.  And the Commission, you know, if we go forward with extending the interim solution in the manner that satisfies the risk that Hydro has brought forward, I mean all of our customers are generally supportive of it, you know, I think that we will be in a very good position with the Commission. 

DENNIS SLADE:    Yeah, I agree with that.  I think everybody is just about unanimous in their support for the interim solution.

JANET FRASER:   And that's great, because that's what we want to hear and that's what we want to move forward to the Commission with is, you know, what the customer base would prefer us to do.  And implementing the mandatory self-supply of losses would be very onerous I think, as most of you have indicated to us.  And there would be large customer impacts.  So.

CHRIS JOY:    When are you -- or if we take this back to our real time guys, we hash it out and we think about an alternative or some other amendment or modification to what's there already, when would you guys need to hear that before you go forward to the Commission?  What's your timeframe?

PETER CHOW:   Within the week.  Is it possible within the week?

CHRIS JOY:   Anything is possible but --

JANET FRASER:   Yeah, you know, the interim solution does expire March 1st so we are in a bit of a tight timeframe.  However, given the consensus around the room today, or what I heard, and I've got a lot of heads nodding, agreement that we move forward with focusing on extending the interim solution, you know maybe we should focus in on that.

CHRIS JOY:   Sure.   

JANET FRASER:   Yeah.

CHRIS JOY:   And would that be the interim solution as it stands, or would that be with some modifications or --

JANET FRASER:   Well, I think we need to further explore providing the forecasting information to B.C. Hydro and then I think the other item on B.C. Hydro's list is the pricing. 

CHRIS JOY:   Right.  So if we had any ideas around either of those --

JANET FRASER:   Pricing -- yeah.   Yeah.  I think that if you were to focus perhaps -- well, give our proposed solutions to your real time folks, but you know, based on B.C. Hydro's comments today, particularly around the pricing, if you had any further comments, that would be helpful.

CHRIS JOY:   Okay.  

JANET FRASER:   Okay.   Great.  Thank you again for coming.   And if you have any questions or comments to provide either e-mail or call Brenda.  



Thanks. 

(PROCEEDINGS ADJOURNED AT 10:58 A.M.)
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