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IN THE MATTER OF
the Utilities Commission Act, R.S.B.C. 1996, Chapter 473

and

An Application by British Columbia Hydro and Power Authority
for the Acquisition from Teck Metals Ltd. of an Undivided One-Third Interest
in the Waneta Dam and Associated Assets

BEFORE: A.W.K. Anderson, Commissioner
and Panel Chair February 3, 2010
D.A. Cote, Commissioner
P.E. Vivian, Commissioner

ORDER
WHEREAS:

A.  OnlJune 17,2009 British Columbia Hydro and Power Authority (“BC Hydro”) entered into a non-binding master term
sheet (the “Term Sheet”) with Teck Metals Ltd. (“Teck”) and Teck Resources Limited that contemplates the saleand
purchase (“Waneta Transaction”) of an undivided one-third interest in the Waneta Dam on the Pend d’OreilleRiver
andassociated assets (the “Waneta Assets”); and

B. OnlJuly6,2009 BC Hydro made afiling (“Filing”) pursuantto section 44.2(1) of the Utilities Commission Act (the “Act”)
requesting acceptanceby the British Columbia Utilities Commission (the “Commission”) that proceeding with the
expenditures contemplated inthe Term Sheet is inthe publicinterestpursuantto section 44.2(3)(a) of the Act; and

C. On September 23,2009 BC Hydro filed the executed Asset Purchase Agreement (“APA”) with the Commission. The
APA will take effect if several conditional precedents aremet and the parties execute final agreements substantiallyin
the form of the several draftassociated agreements filed with the APA; and

D. The Commission, by Order G-97-09A and Letter L-61-09, established a Regulatory Timetable for a written public
hearingfor the review of the Application;and

E. The Commission, by Letters L-98-09, L-100-09 and L-105-09, revised and clarified the Regulatory Timetable for the
proceeding; and

F. By Order G-173-09 dated December 30, 2009, the Commission Panel ordered that the Okanagan Nation Alliance
(“ONA”) Reply Submission dated December 22,2009 would be admitted, and provided Teck, Commercial Energy
Consumers Association of British Columbia (“CEC”) and the Sinixt Nation an opportunity to reply to the ONA Reply
Submission by Wednesday, January 6, 2010;and
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G. Final arguments, replies and sur-replies were filed by BC Hydro and Intervenors duringthe period December 9, 2009
andJanuary 6, 2010; and

H. The Commission Panel has considered the evidence and submissions with respectto BC Hydro’s consultation with First
Nations and has determined that those consultations, to the date of this decision, have been adequate and upheld the
honour of the Crown inthe circumstances of the Waneta Transaction.

The Commission Panel has reviewed the Filing, information requests, Intervenor evidence, transcripts, Interested
Party documents, Letters of Comment, Final Submissions and Reply Submissions, and concluded thatthe Waneta
Transactionisinthepublicinterest. The Commission Panel has reviewed the draft Surplus Power Rights Agreement
and has identified no reason why this agreement should not be accepted for filing, butreserves the rightto make the
final determination on acceptance upon BC Hydro filinga fully executed copy of the agreement under section 71 of
the Act. The Reasons for Decision for this Order will be released at a later date.

NOW THEREFORE the Commission orders as follows:

1. Pursuantto section44.2(3)(a) of the Act the expenditure schedule contained inthe Filing, consistingofan $825 million
payment to Teck Metals Ltd., Teck Resources Limited or Teck American Limited to acquirea one-thirdinterest inthe
Waneta Assets, plus associated transaction costs currently estimated at $25 million,isinthe publicinterestandis
accepted.

2.  Subjectto Directives 3 and 4 of this Order and closure of the Waneta Transaction, the Commission accepts thatitisin
the publicinterestfor BC Hydro to enter into the Co-Ownership and Operating Agreement.

3. BCHydro shall filea fully executed Co-Ownership and Operating Agreement that is substantially in the form of the
draft agreement within 60 days of the closureof the Waneta Transaction,andshall fileallamendments to the
agreement ina timely manner.

4. Expenditures made by BC Hydro under the Co-ownership and Operating Agreement that BC Hydro is not ableto veto,
or not ableto refer to anindependent third party referee, or which the referee determines BC Hydro is required to
make, will bedeemed to beinthe publicinterest. BC Hydro shall ensurethat each other expenditure under the Co-
ownership and Operating Agreement isinthe publicinterest. Such other expenditures may be subjectto a prudency
review by the Commission.

5. Pursuantto section 43 of the Act, the Commission Panel directs BC Hydro to file with the Commission:

a. Areportof the final actual Waneta Transaction costs, includinga comparison with the estimated transaction
costs, within 90 days of acquiringa one-third interest inthe Waneta Assets together with anexplanationforany
variancegreater thanten percent from the estimated transaction costs;and

b. An annual Waneta Transaction report (“Report”) disclosingtheoperations, maintenance and capital
expenditures. This will includethose major sustaining capital expenditures or operatingand maintenance
expenditures that BC Hydro was entitled to refer to a third party referee and the related referee determinations
as well as anysignificantnon-sustaining capital expenditures that BC Hydro had the rightto veto; and
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c.  The Report shall consistof and shall beprovidedina format acceptableto the Commissionandincludethe
following:

vi.

vii.

An annual cash flow comparison of actual expenditures versus estimated expenditures andan
explanationforanyvariancegreater than ten percent from the estimated expenditures;

An organization chartshowingthe Operator and members of the Operating Committee;

The cumulativeand annual average levelized unitenergy cost(in $/MWh) to BC Hydro as compared to
$64.08/MWh based on an eight percent discountrate and $78.6/MWh at a ten percent discountrate as
outlinedinthe Filing;

Electricity PriceScenarios similar to Figure5-3, Electricity Price Scenarios at Mid-C by Calendar Year;

A summary of the Resource Physical Major Risks and mitigation measures employed;

Statement of Delivery of Capacity and Energy to BC Hydro under the Waneta Transaction;and

Statement of Entitlement Adjustments under the Canal PlantAgreement and amendments to the Canal
Plant Agreement.

d. The Reports will be submitted as part of BC Hydro’s Regulatory Annual Report and as anappendixin its Revenue
Requirements Applications until 2036.

DATED at the City of Vancouver, in the Province of British Columbia, this 3"

¢ day of February 2010.

BY ORDER
Original signed by:

A.W.K. Anderson
Commissioner/Panel Chair
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