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BC Hydro writes in response to a letter dated November 28, 2012, from the Association 
of Major Power Customers of BC (AMPC) to the BCUC (Exhibit C14-2) whereby AMPC 
has asked the BCUC to: 

• “Take immediate steps to modify the administration of the existing MRS program so 
that the Commission and its agent, WECC, forebear from enforcing existing MRS 
reporting and audit functions for those entities where imminent changes to NERC 
MRS requirements will likely eliminate these requirements in the future; and 

• Direct BC Hydro and FortisBC to enter into discussions with any interested industrial 
customers for the specific purpose of reaching agreement on the terms and 
conditions pertaining to assignment of MRS responsibilities borne by the industrial to 
the utility, and if those negotiations are not successful within 60 days of the 
Commission’s direction, appoint an individual pursuant to section 78 of the Utilities 
Commission Act to inquire into the state of the negotiations and the issues 
outstanding and report to the Commission. 

• Consider the effectiveness of the procedure to assign MRS compliance obligations 
within the MRS Inquiry’s examination of potential modifications to the BC Rules of 
Procedure.” 

BC Hydro submits the following with respect to the orders sought by AMPC. 
 
1. Forbearance from Enforcement of MRS 
 
BC Hydro takes no position regarding the AMPC’s first request but suggests that any 
order made, or any forbearance engaged in by the BCUC, should not impact the 
reliability of the bulk power system in B.C. It is BC Hydro’s opinion that the BCUC has 
the authority under section 125.2(10) of the of the Utilities Commission Act (the Act) to 
make amendments to the administration of adopted reliability standards. Alternatively, 
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as provided in section 2.3 of the Administration Agreement between the BCUC and 
WECC, the BCUC can request changes to the Implementation Plan prepared by WECC, 
which includes the Annual Audit Plan.  
 
2. Direction to Negotiate 
 
AMPC’s second request is for the BCUC to direct BC Hydro to negotiate with AMPC’s 
members to enter into contracts under which BC Hydro would assume the MRS 
responsibilities currently borne by AMPC’s members. For the reasons set out below, 
BC Hydro does not believe that the BCUC can or should make the order sought. 
 
The obligations that AMPC’s members have under MRS are based on section 125.2(8) 
of the Act and the Mandatory Reliability Standards Regulation (the Regulation). 
Section 125.2(8) provides that reliability standards adopted by the BCUC apply to the 
prescribed owners, operators and direct users of the bulk power system, and the 
prescribed generators and distributors of electricity. The Regulation is the enactment 
that “prescribes” these entities. It provides specific criteria that determine whether an 
entity is, or is not, subject to the standards. These enactments create a statutory 
obligation for AMPC’s members to adhere to reliability standards.  
 
What AMPC is asking the BCUC to do is to direct BC Hydro to enter into negotiations for 
agreements that would alter this scheme by imposing the statutory responsibilities of 
AMPC’s members on BC Hydro. BC Hydro submits that there are no provisions of the 
Act that provide the BCUC with the legal ability to compel any two parties to negotiate 
an agreement. 
 
The only provision of the Act referred to by AMPC in support of the order sought is 
section 78(2): 
 

(2) An inquiry that the commission considers necessary may be made by 
a member or officer or by a person appointed by the commission to make 
the inquiry, and the commission may act on that person's report. 
 

AMPC’s request is that if the negotiations directed by the BCUC are not successful, then 
the BCUC should invoke this section and appoint someone to conduct an inquiry into the 
negotiations. The reference to this provision presupposes that the BCUC has the 
jurisdiction to order the negotiations in the first place, and establish an “agreement” if 
such negotiations failed. AMPC has not pointed to any statutory basis for making this 
order, and BC Hydro submits that there is none. 
 
AMPC’s request is significant. They ask the BCUC to order BC Hydro to enter into 
contractual negotiations involving the assumption of compliance responsibilities for a 
subject matter that can result in a fine of up to $1,000,000 per day. It is reasonable to  
expect that if the legislature had intended for the BCUC to have the ability to impose 
such negotiations on a public utility, and then set an agreement in the face of failed 
negotiations, they would have made this jurisdiction express. However, neither 
section 125.2 of the Act nor the Regulation, which establish the overall MRS framework 
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in B.C., provide the BCUC with the jurisdiction in question. The absence of such a 
provision is determinative. 
 
For these reasons, BC Hydro submits that the BCUC has no legal ability to make the 
order sought by AMPC. 
 
3. Widening the Scope of the MRS Inquiry 
 
AMPC’s third request is essentially a request to widen the scope of the MRS Inquiry to 
include the assignment issue. BC Hydro submits that the result of the MRS Inquiry as 
scoped may significantly reduce the issues customers may have with their existing MRS 
responsibilities, and for this reason it is premature to widen the scope of the MRS 
Inquiry to include the assignment issue.  
 
In addition, BC Hydro has discussed the possibility of entering into assignment 
agreements with AMPC and some of its members. However, BC Hydro has been clear 
with AMPC that before it can decide on whether or not to enter into an assignment 
agreement for a particular function and associated responsibilities, it has to consider a 
number of issues, such as whether it has the resources and technical capability to 
provide the services required, safety and liability issues relating to performing the 
services, and reasonable compensation for the services provided and liabilities 
assumed. Subsequent to the MRS Inquiry, BC Hydro would be open to further 
discussions with AMPC and its members, but for the reasons described in this letter, 
BC Hydro believes the BCUC does not have the ability to require that these discussions 
occur.  
 
4. Conclusion 
 
While BC Hydro believes that the BCUC does not have the ability to direct BC Hydro to 
enter negotiations for assignment for the reasons described above, BC Hydro also 
believes that it is premature to enter into any such discussions with customers at this 
time. In BC Hydro’s view, it is likely that the results of the MRS Inquiry will reduce the 
number of customer concerns under MRS and, as stated above, BC Hydro would be 
open to further discussions with impacted members regarding the potential for 
assignment agreements subsequent to the MRS Inquiry. In the interim, should the 
BCUC choose to temporarily forebear from enforcing existing MRS reporting and audit 
functions, then any such order needs to ensure that it does not impact the reliability of 
the bulk power system in B.C.   
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For further information, please contact Gordon Doyle at 604-623-3815 or by email at 
bchydroregulatorygroup@bchydro.com. 
 
Yours sincerely, 
 
 
 
 

 Janet Fraser 
Chief Regulatory Officer 
 
gd/ma 
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