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REQUESTOR NAME: FortisBC Inc. 

INFORMATION REQUEST ROUND NO: 1 

TO: BRITISH COLUMBIA HYDRO & POWER AUTHORITY 

DATE: December 15, 2017 

PROJECT NO: 1598933 

APPLICATION NAME: BC Hydro Waneta 2017 Transaction Application 

  

 

 
1.0 Topic: Line 71 

Reference: Exhibit B-1, Application, p. 1-6, ll. 6-10 
 
“Line 71 also provides a critical connection between BC Hydro’s system and 
Waneta, and accordingly BC Hydro’s willingness to enter into the transaction is 
contingent on the acquisition of Line 71 at a time no later than the end of the 
Lease Period.  The purchase by BC Hydro of Line 71 upon the expiry of the 
Lease Period is the preferred way to satisfy this condition, as explained further in 
section 2.5.5.”  
 
1.1 BC Hydro refers to the “preferred way to satisfy this condition”.  Please 

set out the other ways to satisfy this condition that BC Hydro would 
consider to be acceptable. 

 
 
2.0 Topic:  Line 71 

Reference: Exhibit B-1, Application Appendix N, pp. 68-70 of 90 
 
“The following assumptions are made for the purposes of developing a 
recommendation on Line 71: 
 … 

“3. The 1987 letter agreement for FortisBC rights to Line 71 use remains in 
place despite BC Hydro purchase of the assets, [redacted]”  

 
2.1 Please confirm that Teck and BC Hydro intend to fulfil the terms of the 

1987 letter agreement in their entirety, including in respect of price, both 
during and after the Lease Period. 
2.1.1 If not confirmed, please explain.  

2.2 Please describe generally the nature of the redacted content in the 
above-quoted statement, and explain in detail the reasons for the 
redaction. 
2.2.1 Does the redacted content pertain to FBC’s use of Line 71 or the 

terms of such use? 
2.2.2 Does the redacted content describe conditions or circumstances 

under which FBC’s rights to use Line 71 would not endure? 
2.3 Please confirm that the revenues attributed to FBC’s use of Line 71 in the 

scenarios described on page 70 of 90 are based on the price stated in the 
1987 letter agreement. 
2.3.1 If not confirmed, on what basis are the revenues calculated, and 

why? 
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3.0 Topic: Line 71 
Reference: Exhibit B-1, Application Appendix N, p. 69 of 90 
 
BC Hydro includes footnote 1, commencing with “The 1987 letter agreement with 
Teck provides for a FortisBC wheeling cost”.  Portions of the remainder of this 
footnote are redacted. 

 
3.1 Please confirm that the wheeling cost under the 1987 letter agreement 

and any other content that is redacted in footnote 1 is stated on the face 
of the 1987 letter agreement. 
3.1.1 If not confirmed, please generally describe the nature of the 

redacted content and explain in detail the reasons for the 
redaction. 

3.2 A portion of line 2 of footnote 1 is illegible but does not appear to have 
been deliberately redacted.  Please provide the redacted version of 
footnote 1. 

 
 

4.0 Topic: Line 71 
Reference: Exhibit B-1, Application Appendix N, p. 69 of 90 
 
BC Hydro includes footnote 2, commencing with “Currently under the Co-
ownership and Operating Agreement”.  Portions of the remainder of this footnote 
are redacted. 

 
4.1 Please describe generally the nature of the redacted content in footnote 2 

and explain in detail the reasons for the redaction.  
4.2 Portions of footnote 2 are also illegible but do not appear to have been 

deliberately redacted.  Please provide the redacted version of footnote 2. 
 
 

5.0 Topic: Line 71 
Reference: Exhibit B-1, Application, p. 2-19, ll. 13-20 
 
“Teck does not use Line 71 exclusively for its own use.  Pursuant to a 1987 letter 
agreement, FortisBC has an interruptible right to use Line 71 for imports and 
exports subject to Teck’s rights and obligations.  In addition, under the 1994 
Power Asset Sale and Development Agreement (PASDA), Teck committed to 
“not unreasonably deny access” to Line 71 to the Brilliant Expansion Project and 
the Waneta Expansion Project for export purposes.  After the Lease Period, BC 
Hydro expects to continue to fulfil these obligations in its capacity as an open-
access wholesale transmission service provider under its OATT.” 
 
5.1 Given the assumption of FBC’s continued rights to Line 71 use under the 

1987 letter agreement as set out at pages 68-70 of Appendix N, please 
confirm that the reference to BC Hydro’s OATT refers to the parties to the 
PASDA and not to FBC. 
5.1.1 If not confirmed, please reconcile the assumptions in Appendix N 

with the statement on page 2-19. 
5.2 Please provide a description of the transmission available across the 

B.C./U.S. border including for both imports and exports, including how the 
transmission lines are operated in conjunction with utilities in the U.S.  
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5.3 What is the average available transmission capacity for imports and 
exports to and from the U.S. over the past five years? 

5.4 On the BC Hydro system, how much transmission is currently reserved on 
a long-term firm basis for imports and exports to and from the U.S.? 
5.4.1 Who holds the long-term firm reservations? 
5.4.2 How much is reserved on a Conditional Firm Service? 
5.4.3 Who holds the Conditional Firm Service reservations? 
5.4.4 How much is reserved on a non-firm basis? 
5.4.5 Who holds the non-firm reservations?  

5.5 On the BC Hydro system, how much long-term firm transmission capacity 
is available for both imports and exports to and from the U.S. for the next 
five years? 

5.6 Does BC Hydro currently have queued transmission requests for service 
that is over and above that which is currently available for both imports 
and exports to and from the U.S.?  
5.6.1 If yes, how much more than what is currently available? 
5.6.2 What are the priority rights of these queued requests if additional 

transmission should become available?   
5.7 How does the priority of Teck’s rights to import and export power to and 

from the U.S. under the Line 71 Agreement compare to the long-term firm 
rights discussed in the responses to FBC IR series 1.5.4 and FBC IR 
series 1.5.6? 

5.8 In BC Hydro’s opinion, does FBC’s use of Line 71 transmission to import 
and export power pursuant to the 1987 letter agreement have the same 
priority as Teck’s rights discussed in the response to FBC IR 1.5.7? 

5.9 In BC Hydro’s opinion, will FBC’s priority of access to imports and exports 
to and from the U.S. change once BC Hydro assumes ownership of Line 
71?  If so, how? 

5.10 Please provide the transmission volume assumed to be used by FBC 
over Line 71 in BC Hydro’s analyses. 

 
 

6.0 Topic: Line 71 
Reference: Exhibit B-1, Application Appendix N, p. 64 of 90 
 
BC Hydro states under the heading “Harvest Forecasts” under the subheading 
“Leading Utility Practice” 

“Transmission: BC Hydro would not purchase the transmission line until 2039 
under the expected scenario. As a result, BC Hydro would not make 
incremental investments in the transmission assets over the Lease term.  BC 
Hydro’s only addition would be in the period following the Lease: 

 “○ A pole replacement program starting when BCH purchases the 
transmission assets in 2039.” 

The subheading “Good Utility Practice includes a similar statement. 
 
6.1 Please confirm that “transmission line” in the above-quoted passages 

refers to Line 71. 
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7.0 Topic: Line 71 
Reference: Exhibit B-1, Application Appendix N, pp. 69-71 of 90 
 
“BC Hydro identified three options associated with the acquisition of Line 71 
transmission rights… 

- Scenario 1 defers the purchase of the transmission asset until the end of 
the lease when it is potentially required by BC Hydro. 

- Scenario 2 corresponds to the structure of Teck’s transaction with Fortis 
Inc. where Fortis Inc. purchases the transmission assets up front and 
provides post‐lease import rights to Teck. 

- Scenario 3 avoids the purchase of the transmission assets entirely, and 
assumes that BCH is able to negotiate for sufficient transmission rights 

from Teck (or another purchaser) for the post‐lease period.” 
 

7.1 The costs and revenues assumed in Scenario 3 result in a financial 
benefit to BC Hydro compared to Scenarios 1 and 2 as set out in Table 2 
on page 71 of 90.  Please confirm that BC Hydro considers the outcome 
of Scenario 3 to be a likely or reasonably plausible outcome in the case 
where BC Hydro does not acquire Line 71. 
7.1.1 If not, why not? 

7.2 Would BC Hydro be prepared to enter into an agreement with a third party 
owner of Line 71 regarding transmission access for BC Hydro, if the 
agreement were to result in a financial benefit compared to Scenarios 1 
and 2, and assuming the risks that BCH attributes to Scenario 3 were to 
be mitigated or eliminated? 
7.2.1 If not, why not? 

  
 

8.0 Topic: Transmission Agreements 
Reference: Exhibit B-1, Application, pp. 3-19 to 3-23 
 
BC Hydro refers to the ongoing negotiation of the Waneta Transmission 
Agreement, the Teck Wheeling Agreement and the Waneta Interconnection 
Agreement. 
 
8.1 Please provide an update regarding the status of these negotiations, and 

the expected timing for delivery of the draft agreements. 
 

 
9.0 Topic: Transmission Agreements 

Reference: Exhibit B-1, Application, pp. 2-14, ll. 4-10 
 
“An important element of the regional transmission system is the Kootenay 
Interconnection, a notional point of delivery similar to the Mid-C wholesale trading 
hub.  Physically, the Kootenay Interconnection (singular) is the set of six points of 
interconnection between BC Hydro’s transmission system at Kootenay Canal, 
Selkirk Substation and Nelway Substation, and the electrical infrastructure of 
other entities in the region, including Teck (at the interconnection of Line 71 and 
Nelway Substation).” 
9.1 Following the sale of the transmission assets, will the points that make up 

the Kootenay Interconnection change?  
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9.1.1 What will be the impact on these changes, if any, to the Kootenay 
Interconnection, and to regional transmission operations following 
the sale of the transmission assets?  

9.2 Please provide the results of any studies undertaken to examine what the 
impacts on the local transmission system might be with these assets and 
the connected Waneta Generating Plant now on the BC Hydro side rather 
than the FBC side of the interconnection point. 

 
10.0 Topic:   Transmission Agreements 

Reference: Exhibit B-1, Application Appendix E, p. 69 of 95 
 
The Waneta Purchase Agreement provided in Appendix E includes under the 
heading “Material Contracts that are Waneta Assumed Contracts” (a 2/3 interest 
in which will be assigned to BC Hydro) Item 25, the Waneta 18 Line Agreement 
between Teck and FBC. 
 
10.1 Does BC Hydro expect that the Transaction may have any impact on the 

Waneta 18 Line Agreement during the Lease Period and after the Lease 
Period? 

10.2 If so, please explain the nature of any impacts that the Transaction may 
have on the Waneta 18 Line Agreement during the Lease Period and 
after the Lease Period. 
10.2.1 When is the 2/3 interest in the Waneta 18 Line Agreement to be 

transferred to BC Hydro? 
 
 

11.0 Topic:   Canal Plant Agreement and Related Agreements 
Reference:  Exhibit A-4, BCUC Information Request No. 1 to BC Hydro, IR 

45.6,  
 Exhibit B-1, Application Appendix E, p. 67 of 95 
 
BCUC IR 45.6 reads: “Please elaborate on the potential changes to the CPA as a 
result of the proposed transaction”.   
The CPA Subagreement is included in the list of Material Contracts in Schedule 
1.1(x.x) of the Waneta Purchase Agreement in Appendix E. 
 
11.1 Please also elaborate on any potential changes that BC Hydro believes 

should or need to be made to the CPA Subagreement as a result of the 
proposed transaction. 

11.2 When does BC Hydro believe that negotiation of the CPA and, if 
applicable, the CPA Subagreement should or need to be undertaken?  
Please explain BC Hydro’s view of the timing for the negotiation(s). 
 

 
12.0 Topic: Canal Plant Agreement and Related Agreements  

Reference: Exhibit B-1, Application Appendix N, p. 10 of 90.   
 
“…BC Hydro has been in discussion with Teck to update the current Waneta 
entitlement volumes.  If more recent information is used as desired by BC Hydro 
the entitlement volumes will be reduced.  These discussions were halted with the 
potential sale of Waneta and no formal agreement on updated entitlement 
amounts have been reached by the parties.” 
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12.1.1 Will the redetermination process resume once the sale has been 
completed?   

12.1.2 What will be the potential impact to the other Entitlement Parties of 
the redetermination? 

 
 

13.0 Topic: Business Case 
Reference: Exhibit B-1, Application, p. 4-19, ll. 7-10 
 
Under the heading “Alternative Analysis”, BC Hydro states: “For its part, FortisBC 
has its own generation, load-serving obligations and, importantly, is a customer 
of BC Hydro under Rate Schedule 3808 – Power Purchase Agreement (3808 
PPA), which is due to expire in 2033.” 
 
13.1 Please explain the relevance of the sentence quoted above to the 

remainder of this paragraph of the Application. 
 

 
14.0 Topic: Business Case 

Reference: Exhibit B-1, Application, p. 4-19, ll. 10-13 
 
“Finally, BC Hydro also considered that as a Crown corporation and an agent of 
the government, load-serving obligations could be imposed on it in the future that 
it does not currently have and that would not necessarily be imposed upon non-
Crown utilities.” 
 
14.1 Please explain the relevance of this statement to the Application.  
14.2 What load-serving obligations might BC Hydro have that would not also 

be an obligation of FBC (as a non-Crown utility)? 
 
 

15.0 Topic: Business Case 
Reference: Exhibit B-1, Application Appendix N, p. 4 of 90 
 
Under a heading “Risk of Amendments to Other Agreements”, BC Hydro has 
made redactions on three lines.   
 
15.1 Do any of the redactions in this portion of Appendix N refer to one or more 

agreements involving FBC? 
15.2 If so, which agreements? 
15.3 If so, what is the nature of the amendments that BC Hydro contemplates? 
 
 

16.0 Topic: Business Case 
Reference: Exhibit B-1, Application Appendix N, p. 42 of 90 
 
BC Hydro includes the heading “Risk to Existing Agreements” and has redacted 
a portion of the first paragraph.   
 
16.1 Does the redacted wording refer to any agreements involving FBC? 
16.2 If so, to which agreements does the redacted wording refer? 
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17.0 Topic: Business Case 
Reference: Exhibit B-1, Application Appendix N, p. 50 of 90 
 
The Business Case provides: “In order to find a scenario in which the Transaction 
results in regret (i.e. is not cost-effective) one or more of the following would have 
to occur”.  BC Hydro then lists four items. 
 
After listing the four items, BC Hydro states: “BC Hydro considers the 
combination of the above factors that would result in transaction regret to be 
unlikely.  As a result, BC Hydro concludes that the Transaction is cost-effective 
and subject to a tolerable level of commercial risk.” 
 
17.1 Please clarify whether transaction “regret” would arise only from a 

“combination” of factors (as is indicated in the second-quoted sentence) 
or could occur from only one (as is indicated in the first-quoted sentence). 

 
 

18.0 Topic: Business Case 
Reference: Exhibit B-1, Application, p. 4-20, ll. 11-23 
 
Under the heading “Incremental Value Potential”, BC Hydro states that it “expects 
that additional value from the transaction can be expected to arise in a number of 
ways”, and includes “Additional OATT revenue” in the list that follows. 
 
18.1 Please explain how BC Hydro envisions that additional OATT revenue 

would be derived from the transaction that is the subject of its Application. 
18.2 From whom does BC Hydro envision collecting additional OATT revenue?   
 
 

19.0 Topic:   Business Case 
Reference: Exhibit B-1, Application Appendix N, p. 38 of 90. 
 
“A scenario where BC Hydro does not participate in the Transaction may still 
have costs and/or benefits associated with it.  Even if BC Hydro does not 
participate in the Transaction, BC Hydro is a party to multiple agreements that 
will have to be amended if the 2/3 Interest is purchased by another entity.  These 
amendments will have associated transaction costs associated with them, as well 
as the potential for commercial costs or benefits.” 
 
19.1 Please identify and quantify the “associated transaction costs” and the 

“potential for commercial costs or benefits” for the “no-go” scenario. 
 
 

20.0 Topic:   Business Case 
Reference: Exhibit A-4, BCUC Information Request No. 1 to BC Hydro, IR 

56.2 
 
BCUC asks:  “Please confirm that the amortization of the initial capital is based 
on the initial purchase price of $1.203 billion plus $50 million in transaction costs.  
If not confirmed, please explain.” 
 
20.1 What is the remaining net book value of the assets associated with the 

$1.203 billion purchase price? 
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21.0 Topic: Review of Waneta Capital Expenditure Forecasts 
Reference: Exhibit B-1, Application Appendix N, p. 62 of 90 
 
21.1 A portion of section 2.3 is illegible but does not appear to have been 

deliberately redacted.  Please provide the full text of the portion of section 
2.3 on page 62 of 90. 

 
 

22.0 Topic: Alternative Transaction Structures 
Reference:  Exhibit B-1, Application Appendix N, p. 22 of 90 
 
“If BC Hydro purchases the 2/3 interest there may be additional opportunities to 
optimize the Transaction through inclusion of a partner following the purchase – 
in order to maintain this option BC Hydro is seeking to add a right to assign the 
Transaction to another party.” 
 
22.1 By what process would BC Hydro undertake to identify potential partners 

and to enter into such a partnership?  
22.1.1 What criteria would BC Hydro use in evaluating a potential 

partner? 
22.2 If BC Hydro were to add a potential partner, would it seek Commission 

approval? 
 

 
23.0 Topic: Load Resource Balance 

Reference:  Exhibit B-1, Application Appendix Q, p. 1 of 4 
 
A BC Hydro news release dated August 1, 2017 states: “The transaction includes 
a 20-year lease agreement where the electricity generated from the two-thirds 
share will continue to supply power to the Teck smelter in Trail at set prices. Teck 
also has an option to extend the lease by a further 10 years.  As a result, this 
decision has no impact on BC Hydro’s energy supply and demand balance.” 
 
23.1 What is the “decision” referred to in the last sentence of the above-quoted 

paragraph? 
 
  

24.0 Topic: Load Resource Balance 
Reference: Exhibit B-1, Application Appendix N, p. 17 of 90 
 
“There are several ways in which the Transaction could affect BC Hydro’s LRB”, 
and includes under that a list including “Fortis 3808 Agreement”. 
 
24.1 Please elaborate on how the Transaction could affect the 3808 

Agreement and hence BC Hydro’s LRB. 
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25.0 Topic: Long Run Marginal Cost 
Reference: Exhibit B-1, Application, p. 4-7, ll. 6-7 
 
“BC Hydro’s estimated long-run marginal cost of a combined block of new energy 
and capacity resources equivalent to Waneta, in 2018 dollars, is $145/MWh.”   
 
25.1 How does the $145/MWh compare to the current BC Hydro long-run 

marginal cost currently used for rate-making purposes? 
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