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Today's Headlings

. A few wesaks ago, | infroduced four key elements of BC Hydro's purposa as
Last 10 Editions & identified by the Executive Management Committes: supplying reliable electricity
Archive at low cost, serving our customers’ needs, operating in a sustainable way, and
returning dividends fo the Province,

So far |'ve talked about reliability and serving customers, and this week I'd like 1o
turn o the issue of "sustainability”. Many of you are aware that BC Hydro's vision
is 1o be the "leading sustainable energy company in North Amearica®.

What issustainability ?
One of miy first gquestions was, “What does that mean®

Like many paople, | have a tendency 1o talk aboul "sustainability” as if it weare the
same thing as being concerned aboul the environment

But gustainability means acting as if we are here for the long term. And, therefare,
it applies as much to our financial bottom line as it does to our environmenial and
social boltom lines.

If we are & sustainable company, then we look after our paople, ouwr businass, aur
asgats, our environment and our communities - all on the assumption that we
want to leave them better than we found them

How are we doing today?

| emphasize that | am early in the process of discovery here, but clearly thers are
soma graat signs of our sustainability:

Resource acquisition

We have a voluntary 50 percent clean target for new acquisitons as a result of
the BC government's Energy Plan; we will meet that target and we hope to
exceed it Power 3mar is the most comprehensive energy efficiency program in
Canada. We are also helping to create a green energy industry in B.C. by working
with the independent power community. In 200372004 - a low-water year - we will
get 87 parcent of our generation from renewable Hydro resources; in normal
water years, we get 90 percent or more from renewable resources

Water Use Planning

The goal of BC Hydro's Water Use Planning (WWUP) program is to find a better
balance between competing uses of water thal are socially, environmentally and
economically acceptable to British Columbians. WUPs engage us with ather
agencies and the public in a dialogue about the options, impacts, fradecfis and
pricrities in cperating our facilitias. That dialogue is creating a new and fruly
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sustainable approach to managing our water.
First Nations

Another area whare BC Hydro shows leadership is in building relationships with
First Nations, Qur committed and dedicated people do the right things every day
as part of their jobs - in the office and in the field = to work o @nsure that we have
strong long term relationships with First Nations communities. We are recognized
across B.C. and Canada for our efforts with First Mations, and even provide
cross-cultural training for other companies who are aiming to improve their
relatonships with First Nations,

Community and Stakeholder Relationships

Anather day-to-day part of sustainability is the work we do with communities and
stakeholders all over B.C. Mayors and Councils, Chambers of Commerce,
community and environmental groups — forging strong relationships with all of
these groups is critical to building and maintaining public consent to operate. It is
a key part of the social side of our friple bottom line. And it's something our field
stafl as a whole, including community relations stalf, do a great job of all across
the province. In addition, as | mentioned a few weeks ago, | believe the way in
which BG Hydro employees and their families plug themselves inio their local
communities, has a huge, positive effect on the way those communities function,

Resesarch and Development

Ve are setting out new frontiers in hydrogen through the work that Powertech is
doing. We also plan o increasa our research and development (R & D)
expenditures over the next few years, as we have been spending at levels well
below those of other utilities, We expect that much of that research will be aimed
at increasing our sustainaibility,

A key part of our enhanced R&D will entail a review of our existing programs to
see where we can make the greatest sustainability improvemenis. For example,
we will be focusing on the next wave of Power Smart savings by locking at how
new technology development can be translated into greater energy savings and
more options for our customers. As well, as part of our Resource Smar initiative,
we will consider the benefits of upgrading transmission lines fo support reliability
and make our overall system more sustainable.

World Business Councll Report

Recently, the World Business Council for Sustainable Development released a
list of key items thal electricity companies should do to be sustainable. If you
compane their recommendations o our way of operating today, our frack record is
impressive.

Integrated Electricity Plan (IEP)

In some areas, we also face sustainabllity challenges. One 5 with our new IEP,
which will replace the last one prepared in 1995 and the update completed in
January 2000. The new IEP is scheduled for completion in spring 2004,

In putting the IEP logether, we will keep sustainability top of mind. A challenge
with the new IEP is that most of our fulure supply will come from the private
sector through open calls for power, 5o, unlike in the past, we can't by curselves
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define cne "preferred portiolio”.

We will focus on “low cost™ and meeting our needs regarding the 50 percent clean
targel, including the possibility of exceeding that target and by how much. Wa will
also ensure that alternative portfolios are presented, including one or more
portfolios designed to have the lowest possible environmental impact. But in the
end, the resources we acquire will be a function of how our regulator and
customers see the costlenvironmental balance, and what the market can provide
We can provide leadership but we cannot dictate the oulcome,

Wa will be very clear with our stakeholders about this as we go through the public
engagement process.

Vancouver Island Supply

We need new, firm capacity 1o make sure that the lights go on for Vancouver
Islanders during peak winter demand in 2006/2007, when forecasts show
demand will outstrip reliable supply. That's why we are in a Gall for Tenders
(CFT) process for alternative supply Tor the Island.

Again, some of the projects included in the CFT are more environmentally friendly
than athers. But we cannot select on that basis,

Because this has become urgent, we have no fime to look for a program that
could emphasize particular fuel sources. Supplying long-term reliable power is
part of the sustainability challenge for us, and we must find what we can through
the CFT process.

The key lesson here is that, where there is a delay in replacing and repairing our
assets, we will be forced to make choices among a limited set of alternatves. If
wea catch up with the process of looking after our assets, then we will preserve
more choicas for tha future

Sustainability Metwork Discussion

This week | met with 34 members of "The Susiainability Metwark.® - a group of BC
Hydro employees who share an interest in keaping sustainability a real and
tangible part of our business. It was a very productive meeting, and | was
impressed by the anthusiasm and commitmeant to success the group showed

During the discussion we identified a number of potential core areas to focus on

1. We need o integrate sustainability into our day-to-day operations. It
cannot be a special project, or left to a particular group of pecple.

2. We must commil to laoking &t our currant performance measures, and
confirm that they fit with the sustainabdity vision — for example, if we
achieve them, will we be moving towards our goal of planning for the lang
term in terms of our financial, environmental and social bottom lines?

3. We must ensure that everyone who works for the company can say how
whial they do in their job contnbules 1o a sustainable company. That might
mean, for example, making sure that our buildings or our fleet are
gradually transformed. We need ideas from everyone!

Safety and Health Issues

As | said earlier, BC Hydro employees are already contributng to our company's
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sustainability in a variaty of ways every day. For example, | want to acknowledge
the outstanding work and commitment of all the line crews who have done an
excellent job getting our cusiomers back on line after some serous storms this
week. Their work supports the social bottom line-side of sustainability at BC
Hydro bacause it contributes to the health, safety and quality of life of our
customers. BC Hydro's line crews are critical to maintaining a sustainable system,
and they deserve our thanks for a job well done,

There were bwo incidents this week that | need o mention, both involving peaple
who wera working for our confractors at our sites. There was an electrical contact
incident this week where one of our contractors was injured while daing some
work in Whisther. Fortunately, he i recovering in hospital. Our support and bast
wishes for a speedy recovery go out to him and his family,

on another very sad note, a confractor passed away after suffering a hear attack
while gshoveling snow al the lop of Seven Mile dam on Wednesday. Ve ara
ahways deeply distressed by incidents involving our créws, and our sincare
condolences go cul to the contractor's family and loved ones.

BC Hydro's safety recond has shown continued improvement this year, but each
incident represents a very sad event

Conclusion

Dur shareholder, our customars, our communities - all expect that we will operate
our business as if we are here for the long term. There will be shor-term
pressures on us, of course, and we have to deal with these pressures.

Wi ara in an industry whera lang-term thinking, reliabdity, and balance, are all
virfues. We operate facilities that have a massive footprint in the Province, and
our more than 4,300 employees are influential in so many ways in thair
communities. So our ability to balance environmental and community with
financial needs is fundamental to our business.

Staying with our long-term perspective, and explaining it to our stakeholders 5o
that they babeve in it as much as we do, is critical for us and ultimately for our
customers.

Mext week, | will address another key component of BC Hydre's purpese - that is,
our goal of strong financial performance to achieve low rates, and a steady return
io our shareholder.

Until then, please visit the President's Page for more information and send any
comments, suggestions or questions to the Corporate News ID or the President’s
Page.

= bop

i o coman
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Maxt Story

BC Hydro Launches 2004 Integrated Electricity Plan Regional
Today's Headlines Information Sessions

Last 10 Editions &

Archive In Vancouver and Victoria today, BC Hydra began the first bwo in a series of
regional information session about the 2004 IEP. Batwean now and early
February, members of the IEP team will visit 11 communities and talk to more
than 200 stakeholders about the 2004 IEP.

BC Hydro last completed an IEP in 2000, as an update to the 1985 |EP, The 2004
IEP began in February 2003, when Ron Monk, manager, Strategic Planning,
established an internal working team consisting of representatives from various
groups at BC Hydro,

The 2004 IEP will show how we plan to meet our customers’ needs for electricity
in the future. It will guide BC Hydro's plans for purchasing and developing new
energy resources over the next few years

Over the last 11 months, the IEP Team completed drafts of (aveilable on
the intranet page):

Part 1. Electricity Planning Introduction and Objectives
Part 2. Demand-Supply Outlook

Parl 3. Resource Dplions

Part 4. Action Flan

Part 9. Summary (of Parls 1-4)

The remaining Parts will be complete by March 31, 2004. These nclude:

Part 5. Risks and Unceriainties
Part 6. Portfolic Evaluation
Part 7. Stakehclder and First Mations Engagemsant

Ear‘l B. Long-Term Outlook, Medium-Term Direction and Short-Term Action
lan

s Part 9. Summary (of all Parts 1-8)

“Input from the regional information sessions launched today will help shape this
IEP and future electricity planning activitias,” says Ron Monk, Project manager
2004 IEP. "In the future, BC Hydro intends to complete or update the IEP every
two to three years.”

Other methods of providing information and obtaining feedback from our
stakeholders and employees include:

Focus group research — summaer 2003

Stakeholder and First Nations meetings — bagan fall 2003

First Nations regional information sessions — to begin late January
Emplovee information sessions
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What is the |EP?

The 2004 IEP shows how BC Hydro forecasts the supply and demand for
alectricity to change aver the next 20 years. It outlines the electricity supplies that
are now available and includes recommendations on the best ways to meet future
needs in a cost-effective, sustainable way. The options in the plan include bath
"supply-side” (generation) and "demand-side” (conservation) options. The IEP
includes long-, mid- and short-term plans describing the faciliies needed to
deliver alectricity to our customers.

BC Hydro's corporate goals are to meet our customers’ electricity neads at a low
cost and with a high degree of reliability, The IEP helps meet thal goal by
identifying the steps to reliably match electricity supply with custormer demand at
the least cost. It reflects the situations and challenges BC Hydro faces, such as a
dynamic energy market, newly defined provincial energy policy and changing
utility regulations.

The B.C. Utilities Commission (BCUC) has set Resource Planning Guidelines that
describe the content and procedures to follow when preparing a plan such as the
IEP.

For more information about the 2004 |EP, please visit the IEP intranet page.

If you hawe commaents or quastions, please email Lexa Hobenshield, 2004 IEP
Stakeholder Engagement Task manager. or OCS to the IEP Team on D10

Mext Story = top
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Today's Headlines

Weekly Update From Bob Elton For January 30

I want to follow up on the theme of my last message, which was how building

hﬂ!‘;rﬂ Editions &  strong working relationships is eritical to BC Hydro's success.
rehive

Before | revisit that theme, | want to towch on some of the discussions that ook
place at the Board and Board Commitiee meelings yesterday. Among the agenda
iterns was the subject of the three serious contact incidents that happened in our
company in the last few months.

Executive Vice-President of Generation Dawn Farrell and Vice-President of Fiald
Semvices Dennks Manlago explained 1o the Board members how thesea incidents
happaned, whal lessons we have leamed, and what actions have been faken in
both Lines of Bugsiness to address the situations and help prevent futurs
incidants The Board members emphasized their wish that these incidents be
taken extremaly serously across the company, and specifically wanted all
employees to know that they support BC Hydro's view that safety is of the highest
importance.

Later in the day, there was a discussion of the full Board, including the Executive
Management Committes, about long term supply and demand.

The BC Energy Flan makes clear that we have a mandate 1o use Power Smar
and other mechanisms (for example, rate struciures) to encourage canservation
and energy efficiency. Then, we must meet demand through private sector
means, that is, independent power producers (IPPs)

A key guestion is how we should decide what type of energy we should buy
There are some broad alternatives that we discussed with the Board in this
informal meeting. We could look at the greenest portfolio possible, or the loweast
possible cost, or something that is a blend of both, W did not set out to form
precise conclusions, but rather to talk about issues

Some of the issuas we discussed include how much freedom of action BC Hydro
has, and wants to have, how wa should try 10 work with the reguiator and othar
stakeholders to develop particutar posiions, and what 15 the broad shape of a
resource portfolio that we would like to achieva. Theare will ba further discussion
on these issues as we get input from the public in the next few weeks, After the
Board retreat in Apel, | will talk more on this subject and we will be in a position to
axplain our vision much more cleary. | would be very interested to hear ideas
from any of you about this.

Al the Board meeting itsalf, we reviewed a number of fems, including ona I'd ke
to focus on specifically, The Board approved significant capital expenditures at
BC Hydro's Mica facility, and supported our undertaking similar expenditures al
the Peace Canyon facility. In both cases, the issue is with stators

These decisions come out of our view as a utility that we must invest prudently in
our assets, if they are 1o be sustainable. Thesa capital expanditures mark the
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beginning of a comprehensive program of stator replacemant aver the naxt six
years.

Integrated Electricity Plan (IEP)

Retuming o the subject of builkding refabionships, nght now we ane along o
customers and stakeholders about the 2004 IEP. We're explaining how the [EP
includes BC Hydro forecasts of the supply and demand for glectricity over the
next 20 years, describing the electncity suppbes currently avalable, and
discussing the options for meeting fulure needs in 3 cost-affactive sustainable
way. Thess oplions are on both the “supply-side” (generation]) and the “demand-
side” (conservation), and cover the long, medium and shor lerms

A series of regional information sessions on the 2004 IEP got underway on
January 20 in Vancouver and Victoria, Sessions have also laken plate in
Campbell River, Manaimo, Cranbrook, Prince George, Terrace and Fort 5t John.
Despile bad weather in the Koolenays and lemperatures well below normal in the
Narth, all sessions were well attended. The questions from attendees have been
infarmed and intelligent.

Some of the issues raised include:

» Raeliability - some cusiomers axpressoed willingness io have the lights go
out frem time o trme (f 1t means greater “graen” anargy opticns, while
athers are adamant that we need o choosa the opticns that would provide
the highest reliability possible;

¢ Low cost power - some argued that keeping rales as low as possible
should be our aim, while others don't ménd paying more if it means
environmental and social consideratons are refiecied in the price;

+ Conservation - some say more effort should be made o raise awareness
of the banafits of consening enargy, and,

* Safely - some expressed the desire for a greater focus on safety issues o
protect BC Hydro employees and customers alike.

This initial feedback was recorded and will be considered, where possible, it will
be refected in the 2004 IEP. We inlend 1o lake a leadership robe in our indusiry
when it comes to providing reliable service in ways tha!l are susiainable, within
parameters set by our regulator, the BC Utilities Commission, and our
shareholder, the provincial government, through the B.C. Energy Plan

The IEP team will also hold sessions in Vemon, Kamicops and Castlegar in
February fo complete their visits to 11 communities and meore than 200
stakeholders. The team's plan 1o gather feedback from our stakeholdars and
employees is comprehensive. It also includes focus group résearch that 1ook
place in summer 2002, meetings with stakeholders and First Nations that have
been undersay since 2003, regional information sessions with First Nations that
started this week, and employee information sessions both this year and last,

Vancouver Island Call for Tenders (VI CFT)
Anather key projact that requires a lot of werk with stakeholders is tha VI CFT

First, let me explain why we're doing the VI CFT. In March 2003, BC Hydro
appled to the BC Utiites Commission for a Certificate of Public Convenience and
Mecessity to allow us to proceed 1o the next step with the Vancouver Istand
Generation Progect (VIGP) at Duks Point in Nanaima. Al the heanng, we
proposed the we also infiate a call for tender (CFT) (o identify polential
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alternatives. In September 2003, the Commission denied the application, but
agreed we had a need for capacity and encouraged us lo camry out the CFT. In
October we issued the V1 CFT and received 17 bids, sevaral of which included
interest in the VIGP assets.

BC Hydro designad the VI CFT to ensure the BCULC's expectations are mel, and
detarmina the most cost-affactive option for providing dependable capacity to
meet the supply shorifall anticipated for Vancouver Island in 2007.
PriceWalerhouseCoopers is serving as an independent reviewer of the process to
keep us on track. As well, we asked the Commission to give us direction to
ensure the process is compatitive and conducted in an open, fair and transparent
ranner.

On January 23, the Commission responded with a recommendation that BC
Hydro continue with the Vi CFT with some changes to the parameters, including a
reduced megawalt requirement for projects proposed and a longer timeline for the
process. Right now we are reviewing the Commission's response and considering
our options for next steps, and | will keep you updated on our decisions.

One challenge for us here is that some stakeholders have sald they belleve we
are biased in favour of VIGP and they are concemed about the faimess of the
process. We understand their position but we have no preference for a particular
option. We belisve tha use of an independent reviewar will help ensure fairmess.
This underlines the need for us to keep building these relationships.

Revenue Requirements - BCUC decision on interim rate

Ag you are probably awane, BC Hydro filed its revenue requirement application
with the BC Utilities Commission in December 2003, The application included a
proposal for an interim rate ncreasa of 7.23 per cent, effective April 1, 2004. On
January 23, the Commission approved the increase on an interim basis, as
proposed. In the event the Commission’s final decision is to approve a smaller
increase afler it holds public hearings this spring, the difference will be fully
refundable with interest on BC Hydro customers’ bills,

So far, BC Hydro has put considerable effort into informing and engaging
customers, stakeholders and employees on our revenue requirement application.
We've held face-to-face meelings, presentations, informalion sessicns and
amployes brown bag sessions, and issued media materials, advertising, Current
Directions, for exampla. We're committed to continuing to communicate in an
accurate, open and timely way as the process goes forward. We know that
intervenors and others will ask tough questions about our actions and our costs,
That scrutiny will hedp us understand our business better and we welcome it

| invite you to continue to offer your feedback. | am particularly interested in any
comments you have aboul our supply/demand pictune.

Visit the President’s Page for morne information and sand any comments,
suggestions or questions to the Corporate News 1D or the President’s Page.
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PowerQUEST helps BC Hydro plan for future energy needs

Eon Monk logs inte the PowesrQUEST simulstion program.,

By Righaired Bansser

A new Web-based simulation program helps explain how

BC Hydro pans for electricty needs up 10 20 years in the fuiure,

Thiz Wieb-based PowerQUEST i BC Hydm's mleracthe simulation
peogram desgned 1o help users understand the electricty planning
process. Initially desgned a5 a desktop-besed computer simulation
for stafoeholder workshops on kong-term elecincity planning, it 5
alsn being streambned 1o work on-ine, and vall be avadabls 1o
emphovess and the pubibe.

“The obyectere behind PowerQUEST Express i to inform
employess and other stakeholders about the kinds of issues,
optiond and choiges that BC Hydro faces in making electricing
planning decisions, "says Ron Monk, project manager for the
2004 Integrated Electricty Plan (IEFL

The IEP lays out the forecast of electricty needs for the next
20 years and the steps the comipany will have to take to meet
our customerns’ neegs, BC Hydno will be seeking pulblic input 10
thee 2004 IEP oover the nieoct meonith in regional information
sessioing and through the website. The IEP & scheduled to e
comglete i the spring of 2004

Currertly in the Lt stages of development, PowerQUEST will led
takeholders review different “portfolios,® or mies of eleirigity
resouices. Lsers can explore the impacts of choioes on four key

evaluation charactenstics [rate impact, reliability, private sector

insalverrasnt Amd thee chean target), over a planning pencd from
2003 1o 2024, The program also shows the trade-offs that 1ake
place between svaluation characieristics, otherwise nown as

= attribartes, ©

Lisers can Choose from A lange hydre portfolio based on the
development of a resounce ke Site C on the Peace Rver a
thermal energy portfolo based on construction of gas-fired
generators: and an alternative portfolio that adds srrall Fydeo
and wind engngy 10 Hydro's conventional resources. They can
theen compare the prosected soores Tor each atiribute for the years
2004, 2005, 2014, 2019 and 2024, Charts and graphics make
ther comipanisons 2asy 1o vl and understand, and infonrmaton
poenkers ghight intenesing 13088 a5 the pomiohos dewelop

For example, wers may find that the aliernative porifolo has
ligthe crerall impact in the early years. But by 2024, the scom
rises for items such as public secior irsolvement, and & lowesed
in other atiribubes

Thése afe the kinds of corsiderations — although on a simpl find
scale ~ that planners in BC Hydro's Power Planning and Portioko
BAanggemint dhaion have 1o ealuate as they work theough the
2004 Irtegrated Electricity Man, The Plan, or IER Lyys out the
fonecast of electncity needs for the next 20 years and the steps we
wal R 10 Ealoe o et the needs,

continued on St 7
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PowerQUEST for the web - coumues som page s

PowerQUEST & being developed by a team made up of BC Hydro
planners and Envision Sustainability Tool Inc., 4 comparry that
markets QUEST, the amulation software that onginated at LIBCS
Sustainable Development Researnch Institute. The softwarne was
coiginaly designed in 3 collaborative project incleding BC Hydno
and several other partners o smulate future scenancs for
metropakian regeons B Greater Vancowe:. The idea 1o modify
PerwenQUEST for thee EP process emenged after BC Hydro stafl
attended & QUEST workshop and faw i3 potential lor eleqincty
planning

By simplifying the choioes available, the Web verson of
PonwenQUEST lets users get a three-minute 1aste of power
planning. Using all of the aciual choices that face the planner:
in BC Hydro's Power Planning and Porifolio management
divisson would hawe imeded modeling 10 different evaluation
characteststics for portfobos of several hundred resource options.

"The objective behind PowerQUEST Express
is to inform employees and other stake-
holders about the kinds of issues, options
and choices that BC Hydro faces in making
electricity planning decisions.”

- Mo Mok

concepts that we work with as planners and get a taste of the
progess. Power planning can seem pretty mystenous 1o peogle
wiso are not part of i, 50 we hope that this srmulation will
make i less of a ‘black bax "

The simulation abso helps meet BC Hydro's obyective of making
the planning process more transparent. 5ome members of the
pubic in the past have asked how Hydno comes up wath the
figures in our shori-1em and long-term plans, Together with

in thie actual planning, mk, and uncenaniies such as Tulune
energy prices and reguisiony isswees slso play a maor role n the
anabysin, which the thnee-minute expenence dies nat allaw. The
numbsers used in the simulaton are real, howvewer, The data
behind FowerQUEST & the actual data that the planngrs e
weorking with, and the projections wene developed using the seme
procedunes being wed for the 2004 Integrated Electnoty Flan.

= A5 sers v and understand portfiolo examples, the resource
options avalalble and the trade-oMs they wvobe, they become

more awane of the compledtes of long-term elecircity planning,”
Wy Ron Mank, =W want w10 e able [CIIE:FEH'E 1he

mane detailed explanations in planning doouments, PowerQUIEST
should help answer their guestions.

"The eénd result will be a mone informed audence that better
understands Mydro obgectves and the choces we have 1o
makee,” says Ron “With better indormation, we think the public
ardd o stakbehalders will b2 betber able 1o understand the
denctions that BC Hydio taies.

Whien PowssnJILEST for the Wieb Launches, (cumently scheduled for
the end of Februangd wiess wall brk to 2 from the IEP page on the

BC Hydro Intrangt and Intermet. For mone informaton o0 the 2002
IER. wisit the on=irg IEP st 2t hitphw3dmyinfoeplfopBST0 html. we
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